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Indonesia P r i v a t e  Sector Development 
Exploratory Projec t  (497-0329) 

1. Pursuant t o  Sections 103 and 106 of t h e  Foreign Assistance Act of 1961, 
as amended, I hereby author ize  t h e  P r i v a t e  Sector  Development Exploratory 
Projec t  (The "Project") f o r  the  Government of t h e  Republic of Indonesia 
(The "Cooperating Country") involving planned obl igat ions  of not t o  
exceed $3,000,000 i n  loan  funds and $500,000 i n  g ran t  funds over a 
one-year period from t h e  da te  of author iza t ion,  subject  t o  the  avail-  
a b i l i t y  of funds i n  accordance with t h e  A.I.D. OYB/allotment process, t o  
help  i n  financing fore ign exchange and l o c a l  currency cos t s  f o r  t h e  
Project .  

2 .  The Projec t  w i l l  assist the  Cooperating Country t o  increase  emplopent ,  
income and access t o  productive resources by t e s t i n g  methods of s trengthening 
t h e  Indonesian p r i v a t e  sec to r ,  and by providing information t o  Indonesian 
decision-makers about oppor tuni t ies  t o  develop the  Indonesian p r i v a t e  
s e c t o r  through investment p r o f i l e s ,  investment processing ass is tance ,  
dialogue and policy tours ,  s tudies ,  t r a i n i n g  and t h e  development of 
l i n k s  t o  the  U.S. p r i v a t e  sec tor .  Loan funds w i l l  be used t o  f inance 
t r a i n i n g  and technical  a s s i s t ance  f o r  t h e  Indonesian Investment Coordin- 
a t i n g  Board (BKPM) and grant  funds w i l l  be :rsed t o  e s t a b l i s h  a senior  
and mid-career t r a i n i n g  program. - 
3 .  The Projec t  Agreement which may be negotiated and executed by the  o f f i c e r  
t o  whom such au thor i ty  is delegated i n  accordance with A.I.D. regula t ions  
and delegations of au thor i ty  s h a l l  be subject  t o  the  following e s s e n t i a l  
terms and covenants and major conditions, together wi th  such other  t e r n s  and 
condit ions as  A.I.D. may deem appropriate. 

4. ( a )  I n t e r e s t  Rate and Tenns of Repayment. The Cooperating Country 
s h a l l  repay t h e  loan t o  A.I.D. i n  U.S. d o l l a r s  wi th in  f o r t y  (40) years from 
the  da te  of f i r s t  disbursement of the  loan, including a grace period not  
t o  exceed t en  (10) years. The Cooperating Country s h a l l  pay t o  A.I.D. i n  
U.S. d o l l a r s  i n t e r e s t  from the  da te  of f i r s t  disbursement of the  loan a t  
the  r a t e  of two percent ( 2  percent)  pe r  annum during the  f i r s t  t en  
(10) years,  and th ree  percent (3  percent ) p e t  annum the rea f te r ,  on the  
outstanding disbursed balance of the  loan and on any due and unpaid i n t e r e s t  
accrued thereon. 

(b) Source and Origin of Goods and Services. Goods and services  
financed by A.I.D. under t h e  Project  with loan funds s h a l l  have t h e i r  
source and o r i g i n  i n  t h e  Cooperating Country o r  i n  countries i n  A.I.D. 
Geographic Code 941, except a s  A.I.D. may otherwise agree i n  writ ing.  

- .  G o d s  a d  M r e s ,  extepi h w c t = i i u  s i r i . p p - i . i ; n g , - ~ d i T y A . I . B ;  mrder---- - -  - - 

t h e  Projec t  with grant  funds s h a l l  have t h e i r  source and o r i g i n  i n  t h e  
Cooperating Country o r  i n  the  United S ta tes ,  except as  A.I.D. may o t h e r  
w i s e  agree i n  writing. Ocean shipping financd by A.I.D. under the 
Projec t  with grant  funds s h a l l ,  except as  A.I.D. may otherwise agree i n  
wri t ing ,  be financed only on f l a g  vesse ls  of the  United States.  











10. Statutory Checklist: All criteria have been satisfied 
A (Annex B). 

11. Environmental: The Initial Environmentaf. Examination 
resulted in a negative determination. 

12. Project Committee Views: The Project Committee has 
recornended that this project be authorized. 

13. Project Development Committee: 
- 

The Project Committee was chaired by the USAID Deputy - 
- 

Director and included the Private Sector Development Officer, 
the Regional Legal Advisor, the Deputy Chief of the Program - Office, the Mission Economist, representatives of Embassy's 

- - 

Economic Section and the Commercial Attache. From the GOI, the 
Deputy Chairman of the Investment Board, the Director of 
Financial Institutions in the Ministry of Finance have 
participated in Development of the Project. The Project has 
been reviewed and enclosed by the Vice Chairman and Deputy 
Chairman of BAPPENAS and the Chairman of the Indonesian 
Investment Coordinating Board have endorsed the project design. 

- The Project relies substantially on recommendations Erom 
consultants Tom Hexner and Terry Myers. 

C. Recommendations 

1. The Loan and Terms 
- 

It is recommended that a grant/loan be authorized to the 
Government of Indonesia to finance the foreign exchange and 
part of the-local currency costs for the Private Sector 
Development Exploratory Project as described below. The 
proposed grant will not exceed U.S. $ five hundred thousand 
($500,000). The proposed terms of the loan are: 

Loan Amount: Two million five hundred thousand 
United States Dollars ($3,000,000) . - 

Maturity : Forty (40) years including a ttn (10) 
year grace period. 

Interest : Two percent per annum during the grace 
period and three percent per annum 
thereafter 

Currency : Interest and principal repayable in U.S 
dollars . 

-- - ------.-- - -.-- - - -- ---- ~- -,---.- --- -----*-----.-.- *- 

The grant and loan will be obligated in FY 1982. The Project 
ssistance Completion Date (PACD) will be-four years from-the - 

ate of the signing of the loan agreement with the GOI. 
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2. Borrower and Recipient Agencies 

The BorrowerIGrantee is the Government of the Republic of 
Indonesia (GOI). The Indonesian Investment Coordinating 
Board (BKPM) and the Ministry of Finance under guidance of an 
interministerial committee chaired by the Dirctor General of 
Domestic Monetary Affairs reporting to BAPPENAS vice 
chairman, Minister Sumarlin will take primary coordinating 
responsibility in implementing the proposed project with 
several other GO1 Departments e.g. Agriculture, Industry, 
Trade and Cooperatives, Research and Technology etc. as 
recipient agencies. 

3. GO1 Contribution 

The total GO1 direct contribution is estimated to be US$ 
one million eight hundred thousand ($1.8 million) equivalent 
in local currency (Rp.1,170,000,000) which is 34% of the 
total project cost. The GO1 will budget its funding to the 
project over three years: IFY 82/83 - IFY 84/85 according to 
the disbursement schedale shown in Part IV below. 

4. Beneficiaries 

The direct beneficiaries will be the Indonesian private 
sector representatives who receive the management training 

- 
and the Indonesian and U.S. business people who receive 
assistance in the preparation of project profiles and advice 
in how to get their business established. U.S. and 
Indonesian business people will also benefit from their 
increased association. GO1 officials will benefit directly 
from the information gathered and che policy studies. The 
indirect beneficiaries will be the Indonesians who are 
employed in the businesses created and those who enjoy the 
products and services generated by these businesses. 

D. Summary Findings - 
This Project Paper has been developed after a year's effort by - the Mission's representatives working together with the GO1 and the 

Indonesizn and U.S. private sectors as well as AIDIWashington and a 
series of consultants. While exploratory in nature, the project is 
responsive to the needs and concerns of the GO1 and the Indonesian 
private sector and complements other U.S. government programs as 

I well as other do,: ,r projects. The proposed project will facilitate 
- the entrance of the U.S. private sector in Indonesia in areas of 

mutual interest, as,well as encourage the contribution of private 
sector resources in Indonesia's development effort. The proje~t as 

----..--- ---------- ~ i h d r l l r r - ~ p 3 ~ e r ~ F s . - r o n s i d e r e ~ ~ ~ ~ ~ ~ . n . d _ ~ c _ a ~ a b l e  o f being -- - 

implemented successfully given the inputs and administrative 
arrangements described. It-is expected that additional assistance - - 

to the beneficiaries will be provided by other USG agencies i.e. 
TDP, OPIC, EXIM, USDOC and USDA. 



This P r o j e c t  Paper has  been reviewed and approved by t h e  JWG, 
t h e  AAC and t h e  app rop r i a t e  GO1 o f f i c i a l s  o f  t h e  B W M ,  t h e  W n s t r y  

- 
of  Finance and BAPPENAS.(See Acronyms) The G O I ' s  a p p l i c a t i o n  i s  
included i n  Annex D and t h e  p r o j e c t  meets a l l  a p p l i c a b l e  s t a t u t o r y  
criteria (see  Annex B) . 

E. Pro j e c r  I s s u e s  -. 

Any programs which t h e  PRE Bureau i s  2roposing f o r  Indonesia  
should complement t h i s  p r o j e c t  and be coordinated through 
USAID/Indonesia. I n  p a r t i c u l a r ,  funds from PRE f o r  venture  c a p i t a l  
o r  o t h e r  investment f inanc ing  should be reviewed and approved by t h e  
Mission. 

- 

- 

- 

- -. --. . - -" - .. - --" .. - - -. -- - .. -- - . -- -- - .. - .. --- -- --.- - . - . - 
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PRIVATE SECTOR DEVELOPMENT 

EXPLORATORY PROJECT 

P a r t  II - Detai led Descript ion of t h e  P r o j e c t  

A. P r o j e c t  Goal 

The g o a l  of t h e  p r o j e c t  is increased employment oppor tun i t i e s ,  
income genera t ion  and access  t o  resources f o r  In lones ians  i n  t h e  
p r i v a t e  s ec to r .  

Discussion of t h e  Problems and Assumptions Leading t o  Goal 
Achievement 

1. Employment 

Despite Indonesia 's  s o l i d  economic growth, unemployment is 
growing rap id ly .  Each year  two m i l l i o n  new workers e n t e r  t he  
Indonesian labor  market. The v a s t  proport ion of t hese  must f i n d  
jobs i n  t h e  p r iva t e  s ec to r .  Unemployment and underemployment with 
a l l  i t s  a t t enden t  s o c i a l  problems i s  t h e  c r i t i c a l  problem fac ing  the  
government of Indonesia a t  t h e  present  time. Approximately 70 
percent  of t he  country 's  l abo r  f o r c e  including agriculture--some 50 
million--works i n  t he  p r i v a t e  s e c t o r ,  which i s  respons ib le  f o r  60 
percent  of Indonesia 's  GNP. 

While t h e  v a s t  major i ty  of jobs c rea ted  each yea r  stem from 
a g r i c u l t u r e ,  off-farm jobs a r e  c r i t i c a l  f o r  economic growth and 
s o c i a l  s t a b i l i t y .  Manufacturing, w i th  a n  annual growth r a t e  of 12.5 
percent ,  c r e a t e s  117,000 jobs each year ,  and off-farm a c t i v i t i e s  
provide p a r t i a l  income t o  45 percent  and f u l l  income t o  25 percent  
of  a l l  r u r a l  f ami l i e s .  

But jobs i n  r u r a l  e n t e r p r i s e  o r  i n  indus t ry  a r e  not  increas ing  
quick ly  enough, and t h e  growth tak ing  p lace  i s  o f t e n  concentrated i n  
a r e l a t i v e l y  l imi t ed  number of a reas .  More than 85 percent  of a l l  
i n d u s t r i a l  workers, f o r  example, a r e  loca ted  on Java. D i s p a r i t i e s  . . 
i n  economic growth between c e r t a i n  s e c t o r s  and between c e r t a i n  
e t h n i c  groups i n  Indonesian- s o c i e t y  have been -- aggravated -- by dramatic -*-. - - 
i nc reases  i n  fo re ign  investment i n  d i s c r e t e  enclaves,  where p r o j e c t s  
t o  develop n a t u r a l  resources- -o i l ,  minerals ,  timber--have not  been 
optimized f o r  t h e  bene f i t  of surrounding communities. Indonesia 's  
aanufac tur ing  base - 9 percent  of GDP is  the  sma l l e s t  i n  Southeast 
Asia . 

- - - -- - - - --- -- - - - - - -- - -- - - -- - - - - - - -- - - - -- - - 

2. The P r i v a t e  Sector  i n  Indonesia 

Concerns about unemplo3yment and d i s p a r i t y  i n  growth pa t t e rns  a r e  
compounded by t h e  r e a l  p o s s i b i l i t y  t h a t  Indonesia 's  r e l a t i v e l y  high 
r a t e  of growth-9.6 percent  i n  1980 and 6 percent  i n  1981--is 
u n l i k e l y  t o  continue. P a s t  growth has  been fue led  l a r g e l y  by - 

--. --  
fo re ign  investment and t echn ica l  and managerial s e r v i c e s  imported t o  

- - - - .  . - 

.- - - -  "- - - .  - - -  - - - -  - -  --- - --.-.. - - -  - - .  
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develop e x t r a c t i v e  industries--petroleum, minerals  and timber. O i l  
revenues a lone  have t r a d i t i o n a l l y  funded 6Q t o  70 pmcen t  of t h e  
count ry ' s  annual budget, and i n  1980 petroleum expor ts  l e f t  
Indonesia with a fo re ign  exchange su rp lus  of $11.5 b i l l i o n  and 
c u r r e n t  account su rp lus  of $2.3 b i l l i o n .  

A world recess ion ,  t h e  drop i n  demand f o r  o i l  and t h e  - 
f a l l i n g - o f f  of demand f o r  Indonesia 's  non-oil expor t s ,  however, have 
demonstrated the  p e r i l s  o f  bu i ld ing  development plans on a narrow 
base. Non-oil expor t s  a r e  one t h i r d  below 1979 leve.Ls, and o i l  

- iixport earn ings  have dropped. Indonesia 's  fo re ign  e:cchange r e se rves  
a r e  dec l in ing ,  and c v r e n t  p ro j ec t ions  fo re see  a cu r r en t  account 
d e f i c i t  o f  between $L and $6 b i l l i o n  f o r  1982. Even were t h e  
recess ion  t o  bottom-cut, Indonesia would f a c e  a longer-term 
problem--its major expor t s  a r e  l a r g e l y  non-renewable resources.  - 

To s t a b i l i z e  i ts  growth r a t e ,  Indonesia needs t o  d i v e r s i f y ,  t o  
expand i t s  expor ts  and t o  s u b s t i t u t e  f o r  imports where poss ib le  and 
economically e f f i c i e n t .  This can  only occur wi th  a s t ronge r  p r iva t e  
s e c t o r .  

To achieve t h e  goa l  s e t  by AID 'S  new p r i v a t e  s ec to r  i n i t i a t i v e ,  
" to  f o s t e r  t he  growth of product ive,  se l f - sus ta in ing ,  income and job 
producing e n t e r p r i s e s  i n  developing coun t r i e s ,  using t h e  f inance ,  
technology and management know-how of t he  U.S. p r iva t e  s ec to r , "  t h e  
P r i v a t e  Sector  P ro j ec t  accep t s  a broad d e f i n i t i o n  of t h e  p r i v a t e  
s e c t o r .  I t  i s  defined a s  p r o f i t  and c a p i t a l  accumulation-oriented 
i n i t i a t i v e s  by ind iv idua l s  and groups of i nd iv idua l s  i n  a l l  economic 
sec to r s .  Thus, t he  small  fanner  t i l l i n g  h i s  own land r ep resen t s  
p r i v a t e  s e c t o r  a c t i v i t y .  The v i l l a g e  merchant is p a r t  o f  t he  - 
p r i v a t e  s e c t o r .  Service i n d u s t r i e s  i n  provinc ia l  towns a r e  i n  t h e  

- p r i v a t e  s ec to r .  I n  s h o r t ,  p r i v a t e  s e c t o r  should no t  be miscontrued 
t o  be l imi t ed  t o  urban a c t i v i t i e s  o r  modern s e c t o r  i n d u s t r i e s .  
P r i v a t e  s e c t o r  involves s e r v i c e s ,  f inance ,  cons t ruc t ion ,  and, i n  a 

- count ry  wi th  Indonesia 's  f a c t o r  endowments, focuses mainly on - 

a c t i v i t i e s  and investments i n  a r u r a l  s e t t i n g .  Over 99% of a l l  
i n d u s t r i a l  es tabl ishments  a r e  small o r  co t t age  e n t e r p r i s e s ,  though 
accounting f o r  on ly  40% of paid employees and 22% of va lue  added i n  
t h a t  s e c t o r .  Many farmers supplement t h e i r  income wi th  c r a f t  work 
and t rades .  

-- . It i s  d i f f i c u l t  t o  ob ta in  s t a t i s t i c s  on t h e  Indonesian p r iva t e  
s e c t o r  a s  the  v a s t  major i ty  of t h e  est imated 1.2 m i l l i o n  p r iva t e  
f i rms  a r e  unl icensed.  Labor s t a t i s t i c s  however, i n d i c a t e  t h a t  small 

- 
e n t e r p r i s e s  dominate labor  absorp t ion  i n  v i r t u a l l y  a l l  economic 

.- -- - T m x u r s . - P  oi o r ^ ~ ~ T l - ~ - -  - - -.-- - 

- -  - - 
manufacturing s e c t o r  86.5% work i n  small  and co t t age  e n t e r  
The-Bank of Indonesia estmates  t h a t  t h e r e  a r e  about 13 m i l  
s e l f  employed entrepreneurs .  This represents  23% of t h e  t o t a l  l abor  
force .  

- There a r e  however, about 4,500 f i rms  l icensed  under t h e  BKPH a s  - "domestic investments" which rece ive  t a x  incent ives .  These f i rms 
a r e  gene ra l ly  l a r g e r  and represent  a d ive r se  spectrum of the  economy 

- . ranging from metal  foundr ies  and f a b r i c a t i o n  f a c t o r i e s ,  machine 
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shops, s h i p  cons t ruc t ion  and r e p a i r  yards ,  cement, pulp and paper - 

f a c t o r i e s ,  sugar ,  rubber,  palm o i l ,  t e a  p l an ta t ions  and processing 
mills, vegetab le  and f r u i t  canne r i e s ,  f r u i t  j u i c ing  and o t h e r  
beverage b o t t l i n g  p l an t s ,  t e x t i l e  th read  making, f a b r i c  weaving and 
appare l  manufacturing, shoes and l e a t h e r  goods, e l e c t r o n i c s ,  
automobile and farm equipment assembliers ,  chemicals,  p a i n t s  and 
t i r e  manufacturers,  i n t e r - i s l and  sh ippers ,  f i s h  packers and 
processors  e t c .  

P r i v a t e  investment a c t i v i t y  has  revived markedly s i n c e  1979. 
Data on domestic investment approvals ,  which amounted t o  Rp 689 
b i l l i o n  i n  t h a t  year ,  more than doubled i n  1980 t o  a l e v e l  of Rp 
1,1504 b i l l i o n  and increased f u r t h e r  t o  Rp 2,426 b i l l i o n  i n  t h e  f i r s t  
e leven  months of 1981. 

B. Pro jec t  Purpose 
The purpose of t h e  p r o j e c t  i s  t o  t e s t  methods of s t rengthening  t h e  

Indonesian p r i v a t e  s e c t o r  through t r a i n i n g  and l i n k s  t o  t h e  U.S. 
p r i v a t e  s e c t o r ,  and t o  provide information t o  Indonesian 
decision-makers about oppor tun i t i e s  t o  develop t h e  Indonesian 
p r i v a t e  s ec to r .  

Discussion of Problems and Assusraptions leading  t o  Purpose - 
Achievement 

1. Key.Constraints  t o  t he  Development of t h e  Indonesia P r i v a t e  
Sector  : 

From numerous d iscuss ions  with r ep re sen ta t ives  of t h e  Indonesian 
p r i v a t e  s e c t o r  i t  i s  c l e a r  t h a t  l a c k  of s k i l l e d  managers and equ i ty  
a r e  t h e  two b igges t  f a c t o r s  holding back t h e  development of a s t rong  
Indonesian p r iva t e  s e e t o r .  Loan f inanc ing  i s  apparent ly  r e a d i l y  r' 
obta inable  f o r  sound p r o j e c t s  a s  long a s  t h e  p r i n c i p a l s  have some 
equ i ty .  Also p o t e n t i a l  U.S. pa r tne r s  a r e  i nc reas ing ly  des i rous  of 
s t a r t i n g  o u t  ventures  with l e s s  than a ma jo r i t y  share ,  thus  adding 
t o  t h e  Indonesians'  burden of coming up with equi ty .  The Indonesian 
p r i v a t e  s e c t o r ,  l i k e  business people everywhere, need information 
about new investment oppor tun i t i e s  and h e l p  i n  packaging t h e i r  i deas  
f o r  sale, t h a t  i s  t o  ob ta in  p ro j ec t  f inanc ing  and i n  some cases  
poss ib l e  j o i n t  venture  par tners .  Other problems f requent ly  c i t e d  
inc lude  l ack  of modern equipment, t echn ica l  back-up, i n d u s t r i a l  
s tandards  and q u a l i t y  con t ro l .  

Nearly everyone contacted by t h e  Mission both i n  t h e  Government 
and i n  t he  U.S. and Indonesian p r i v a t e  s e c t o r s  spoke of t h e  need f o r  

- - -  +raiffiR;;- d-kzdorzesians-.barhf o r -hzs i c .hwhess  . s k i l l s  11% -------.-- 

~ c o u n t i n g ,  marketing, f inance  e t c .  and f o r  advanced degree 
r a i n i n g  i n  t h e  United S ta t e s .  It has  been pointed ou t  f o r  exampl 

t h a t  i n  the  e a r l y  1960's more than 5,000 Indonesian s tuden t s  were 
a t t end ing  U.S. u n i v e r s i t i e s  while today only about 2,000 Indonesians - 
a r e  s tudying f n  the  U.S. According t o  t he  World Bank, f o r  t he  
decade of t h e  1980's Indonesia w i l l  r equ i r e ,  each year ,  an 
a d d i t i o n a l  5,500 engineers ,  1,900 s c i e n t i s t s ,  2,200 
a g r i c u l t u r a l i s t s ,  900 accountants  and 1,300 economists. These 



requirements exceed t h e  present  u n i v e r s i t y  output  by 73 percent  i n  
engineering,  74 percent  i n  s c i encs ,  61 percent  i n  a g r i c u l t u r e ,  78 
percent  i n  accounting and 77 percent  i n  economics. These shor tages  
o f  t ra ined  manpower are a major c o n s t r a i n t  t o  development. The 
Minis te r  of  Finance f e e l s  t h a t  Indonesia i s  lagging behind o t h e r  
neighboring coun t r i e s  i n  t h e  development of human resources and t h a t  
t he  shor tages  of people wi th  en t r ep reneur i a l  s k i l l s ,  managerial 
s k i l l s  and t echn ica l  s k i l l s  a r e  a bigger  problem than shortages of 
c a p i t a l .  The problem is  so  acu te  t h a t  companies f requent ly  " s t ea l "  
t r a ined  personnel from o t h e r  companies. 

Government p o l i t i c a l  p o l i c i e s  and the  absence of a s turdy  and 
pervasive p r iva t e  s e c t o r  have I s d  t o  a c t i v e  government involvement 
i n  a v a r i e t y  of func t ions  t h a t  might normally be handled by t h e  
Indonesian p r iva t e  s e c t o r .  Some 220 s t a t e  e n t e r p r i s e s  a r e  
respons ib le  f o r  producing 20 percent  of Indonesia 's  GNP. S t a t e  
banks dominate cosmercial banking, and f inanc ing  f o r  small  
en t repreneurs  comes from government-operated c r e d i t  agencies.  

Assis tance t o  t h e  Indonesian p r i v a t e  s e c t o r ,  t he re fo re ,  must 
take  account of government i n s t i t u t i o n s  and government po l i c i e s .  
Because the  government i s  a c t i v e l y  encouraging investment i n  some 
a r e a s  and c o n t r o l l i n g  investment i n  o t h e r s ,  a s s i s t a n c e  t o  government 
i n s t i t u t i o n s  a c t i v e  i n  t he  p r iva t e  s e c t o r  may provide a means of 
developing t h e  p r i v a t e  s ec to r  i t s e l f .  For example, a i d  t o  BKPM t h a t  
con t r ibu te s  t o  a speedier  review of a n  investment proposal,  
t e chn ica l  advice t o  government c r e d i t  agencies  o f f e r ing  loans  t o  
small  e n t e r p r i s e s ,  and e f f o r t s  t o  l i n k  proposed s t a t e  e n t e r p r i s e  
p ro j ec t s  t o  investment i n  r e l a t e d  p r i v a t e  enterprises--such a s  
component p a r t s  manufacture f o r  a government assembly plant--like 
s i m i l a r  e f f o r t s  t o  l i n k  new fore ign  investment t o  new e n t e r p r i s e s ,  

= a l l  se rve  t o  s t rengthen  the  Indonesian p r i v a t e  s ec to r .  
- 

The Indonesian p r i v a t e  s e c t o r  i s  a l s o  q u i t e  des i rous  of 
ob ta in ing  increased  l inkages  t o  t h e  U.S. p r i v a t e  s e c t o r .  What thzy  
would hope t o  ob ta in  from the  U.S. p r i v a t e  s e c t o r  inc lude  t r a n s f e r  
of technology and t r a i n i n g ,  investment c a p i t a l  and marketing of 

- 

Indonesian products. 

2. U.S. Investment i n  Indonesia: 

- There a r e  73 American companies p a r t i c i p a t i n g  i n  j o i n t  
- ventures  i n  Indonesia,  compared with 210 Japanese. Altogether  - 

some 200 U.S. companies operate  s a l e s  o r  r ep re sen ta t ive  o f f i c e s  
i n  Indonesia and the  book value of  U.S. a s s e t s  i s  est imated a t  

- - -- - - - . . -- - - -- - $&*f - b&&.h,-&&rtg-&+-k&a- f f ~ e . - f ~ f a I S - S f ~ ~ - - - - - -  - --- --- 
r g e s t  fore ign  i n v e s t o r ,  a f t e r  Japan, Hong Kong and Canada. 
s t  of tT. S- investment i s  i n  petrole&-$940 million--but by 

1980, American companies had a s s e t s  of $140 mi l l i on  i n  
manufacturing, a n  increase  of almost 40 percent  over 1979. 

- These f i g u r e s  tend t o  unders ta te  U.S. economic i n t e r e s t s  i n  
Indonesia. Not only do they r e f l e c t  book r a t h e r  than cu r ren t  
value of a s s e t s ,  but they exclude investment expenditures  made 



by companies engaged in petroleum exploration and development. 
During the six years between 1975 and 1980, for example, 
American companies spent an estimated $6.3 billion in gas and 
oil exploration and development. This rose to $3.2 billion in 
1981 and is estimated to be $4.1 billion in 1982. 

- American companies continue to invest, although the pace is 
not great, and reinvestment continues to outpace new 
investment. In 1980, the Government of Indonesia approved $46 
million in new U.S. investment and $70 million for expansion of 
existing operations. 

- It is important to keep this "bottom line" in mind in 
evaluating the sometimes negative rhetoric describing the 
Indonesian investment climate. There are real benefits as well 
as real risks to investment in Indonesia. The problem for AID 
is to encourage development of an Indonesian private sector of 
considerable potential in such a manner as to contribute to 
development objectives and, working within the limits defined by 
the Government's policy objectives, to encourage participation 
by American companies in this effort. 

3. Constraints to U.S. Participation 

- The subset of constraints which are inhibiting the greater - 
involvement of the U.S. private sector in Indonesia fall under 
three headings: 

(1) Lack of Information: 

- A. About Indonesia in general. 

- B. About specific opportunities for profit irvolving not 
only investment but also management contracts, licensing 
agreements and the marketing of Indonesian products. 

- C a  About the GO1 regulations and the steps one has to 
follow to get established in Indonesia. 

- D O  About good joint-venture partners and other necessary 
personal contacts which must be made in order to operate 
successfully in Indonesia. 

(2) The approach o,f U.S. business representatives who are 
seeking opportunities in Asia in general and Indonesia in 

--. pa_ttkulax> -- -..---- 

= S o  firms are too far away in comparison wit 
nese, Hong Kong, Taiwan and Singaporean inve 

Their representatives sometimes appear to fly in almost as 
an after-thought in an Asian tour which really is focussed - 
on possible opportunities in other Asian countries. The 
usual pattern is to stay 3-4 days and fly out confused as 
to what the next steps if any should be. This pattern of 

- 
- 



repea ted  s h o r t ' v i s i t s ,  o f t e n  by d i f f e r e n t  r ep re sen ta t ives  
o f  t h e  same U.S. f i rm ,  may be continued without results 
f o r  yea r s  before  a dec i s ion  i s  made e i t h e r  t o  g e t  involved 
o r  t o  s t a y  out .  

- U.S. f i rms  a r e  much more caut ious  i n  t h e i r  approach 
than  t h e i r  Asian competi tors .  They want t o  conduct 
f e a s i b i l i t y  s t u d i e s ,  develop implementation p lans ,  
s t r a t e g y  s tatements  etc. and r e a l l y  n a i l  t h ings  down wi th  
a n  a i r  t i g h t ,  l e g a l  c o n t r a c t  before committing 
themselves. Asian businessmen appear more f l e x i b l e  and 
w i l l i n g  t o  start  o u t  wi th  what is on t h e  ground. Their  
approach is  due t o  more t i m e  spent  i n  Indonesia and a 
g r e a t e r  understanding of  how t o  conduct bus iness  here.  

(3) The t h i r d  big stumbling block i s  the  GO1 r egu la t ions  
themselves which seem more r e s t r i c t i v e  than  o t h e r  count r ies .  
Asian businessmen don ' t  f i n d  them a s  r e s t r i c t i v e  a s  U.S. 
firms do because of  a b e t t e r  knowledge i n  how t o  d e a l  w i th  
them but  a l s o  because t h e  U.S. f i rms  compare Indonesia t o  
Europe, Canada and La t in  America while  t he  Asian businessmen 
have a narrower view of t he  world and a r e  b a s i c a l l y  
i n t e r e s t e d  i n  expanding i n  t h e i r  own backyard. 

4 .  Opportuni t ies  f o r  U.S. P r i v a t e  Sector  Involvement 
- 

- 

ASEAN t r a d e  with t h e  U.S. reached $21 b i l l i o n  i n  19f10, making 
- t h i s  reg ion  t h e  f i f t h  l a r g e s t  t r ad ing  par tner .  Indonesia accounted 
# f o r  nea r ly  one-third of t h i s  t o t a l  o r  $6.7 b i l l i o n .  U.S. expor t s  t o  

Indonesia grew by a record 58 percent  i n  1980 t o  $1.5 b i l l i o n ,  but 
dropped back t o  $1.3 b i l l i o n  i n  1981. 

Indonesia has  a $85 b i l l i o n  GDP and fo re ign  exchange r e se rves  of 
over $10 b i l l i o n .  Its l a r g e  market, s t rong  financia: pos i t i on ,  
conserva t ive  monetary and f i s c a l  po l i cy  and poss ib ly  t h e  h ighes t  
r a t e  of  growth i n  ASEAN t h i s  year ,  a s i d e  from Singapore, make 
Indonesia i nc reas ing ly  a t t r a c t i v e  f o r  U.S. business.  

The G O I f s  ambitious program t o  upgrade the  country 's  b a s i c  
i n f r a s t r u c t u r e ,  develop i t s  enormous resources  and many major 
i n d u s t r i a l  p ro j ec t s ,  including t h e  cons t ruc t ion  of o i l  r e f i n e r i e s ,  
LNG p l a n t s ,  petrochemical,  cement, plywood, paper f a c t o r i e s ,  suga r ,  
rubber and palm o i l  processing f a c i l i t i e s  o:fer oppor tun i t i e s  f o r  
investment,  t echn ica l  cooperat ion and o t h e r  forms of p a r t i c i p a t i o n  
by U.S. f i rms.  The t o t a l  value of  t h e  major i n d u s t r i a l  expansion 

. - a - R B X - w E u & C  
GO1 i s  s t i l l  seeking j o i n t  ventu 
rom i n t e r e s t e d  fo re ign  partne 

Most American f i rms a l r eady  opera t ing  i n  Indonesia have found 
opera t ions  h igh ly  p r o f i t a b l e  and a number have s u b s t a n t i a l  expansion 
plans on the  drawing board o r  underway. 

Within t h e  non-oil mining s e c t o r  t i n ,  n i c k e l  and copper 
development a r e  p o t e n t i a l  investment a reas .  Low labor  c o s t s  make 



labor intensive industries such as electronic assembly profitable in 
Indonesia. However, fringe benefits, bonuses and overhead costs 
make these low labor costs less attractive than would at first 
appear to be the case. Besides basic component assembly, other 
non-farm industries which show good prospects in Indonesia include 
agricultural equipment, metal fabrication, machine building, car, 
bus and truck components, ship building, railway cars and parts, 
diesel engines, furniture, shoe and clothes manufacturing and - 
handicrafts are only a partial list. 

Agrobusiness includes many opportunities in the processing and 
export marketing of diverse crops of fruits and vegetables, as well 
as fish, shrimp and other sea food. The GOIs sugar development 
expansion plans offers opportunities not only in sugar or high 
fructose sweetneos from corn or cassava but also in the development 
of commercial by-products of the cane sugar production such as 
citric acid, alcohol animal feed, fiber board etc. These are also 
opportunities for purely domestic Indonesian investments as well as 
joint ventures. 

I 

The GOI's Investment Coordinating Board (BKPM) acts as a central 
point of contact for foreign investors. The BKPM has issued new 
guidelines and has made progress in clarifying priorities and 
procedures for potential foreign investors. Opprortunities for 
increased involvement in Indonesia's development by U.S. firms are 
however, not limited to equity investment but include licensing, 
technical assistance, training, management contracts, marketing, - 
assistance and other forms of business arrangements. 

5 .  Investment Climate - A Mixed Picture - 
Major goals of Indonesia's current Development Plan have been to 

encourage structural shifts in the economy away from overdependence 
on extractive industry and toward a more broadly based 
industrialization with an emphasis on large scale employment 
generation. At the same time, large portions of the economy - 
plantations, fertilizer and oil-based industry - will remain 
primarily in the state sector. The Plan envisages a greater role 
for both domestic and foreign private investment to help achieve its 
growth objectives. New investments in the outer islands are 
encouraged. Additional incentives for Indonesia to move rapidly 
into industrial expansion are offered by recent wage cost  factors in 
Korea, Taiwan, and Singapore (an explicit government policy in the 
latter). These factors are causing a major exodus from these 
countries of labor-intensive component and assembly operations. 

----- . - - .-.--. Nth-rapid..gcnnamic. gm~~~-.ratns~.&ng_k~&,nf-pr~ageri&~- .- _ ..--- _---- - 
and generally stable governments in the entire ASEAN region, 
ndonesia, as ASEAN's largest and most resource rich country, is now 
receiving heightened interest as a potential foreign investment 
location. 

The government's attitude toward foreign investment is 
ambivalent. It recognizes foreign investment as the major channel 
for foreign technology, know-how and capital, but government 
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import t a r i f f s  and s a l e s  taxes  on in te rmedia te  goods. These changes 
have r e s u l t e d  i n  short-term inc reases  i n  expor ts  from labor- intensive 
i n d u s t r i e s  and s i g n i f i c a n t  i nc reases  i n  imports,  p a r t i c u l a r l y  from 
t h e  U.S. 

The major hinderances t o  g r e a t e r  investment i n  Indonesia and t o  
i n d u s t r i a l  growth gene ra l ly  r e s u l t  from a combination of f a c t o r s .  
Some f i rms  f i n d  a l a c k  of c lear-cut  government po l i cy  and procedures 
f o r  p r o j e c t  implementation i n  s p i t e  of t h e  f a c t  t h a t  t h e  Investment 
Board i s  a "one s top"  investment s e rv i ce .  Other c o n s t r a i n t s  a r e  
l a c k  of phys ica l  and business  i n f r a s t r u c t u r e ,  l a c k  of t r a ined  
personnel,  bureaucra t ic  i n e f f i c i e n c i e s ,  and admin i s t r a t i ve  
i r r e g u l a r i t i e s ,  a l l  of which add t o  opera t ing  cos t s .  

P a r t i c u l a r  emphasis has  been given r ecen t ly  by t h e  Government t o  
a t t r a c t i n g  new inves to r s  t o  br ing  c a p i t a l  and new technology t o  
e x p l o i t  t h e  untapped a g r i c u l t u r a l  p o t e n t i a l  of under populated a r e a s  - 
of Sumatra, Kalirnantan and the  o t h e r  Outer Is lands.  A new land 
decree  on r i g h t s  of ownership and p l a n t a t i o n  land  tenure ,  however, 
has  c r ea t ed  u n c e r t a i n t i e s  and has  y e t  t o  a t t r a c t  fo re ign  i n v e s t o r s  
t o  a g r i c u l t u r a l  p ro j ec t s .  Another c o n s t r a i n t  is unce r t a in ty  
regarding revenues from a g r i c u l t u r a l  production. The Government has  
a t  t imes imposed short-term p roh ib i t i ons  o r  permanent r e s t r i c t i o n s  
on expor t s  of c e r t a i n  products such a s  palmoil i n  order  t o  meet 
domestic demand. These c o n s t r a i n t s  se rve  a s  a  d i s i n c e n t i v e  t o  
investment i n  t he  a g r i c u l t u r a l  s e c t o r .  

However, even wi th in  these  c o n s t r a i n t s ,  p r i v a t e  en t repreneurs ,  
both f o r e i g n  and domestic, do managc t o  develop and even prosper.  
These en t repreneurs ,  a s  i n  o t h e r  couzitries,  l e a r n  how t o  work wi th in  
the  c o n s t r a i n t s  of t h e  system and t o  make i t  work t o  t h e i r  advantage 
and t o  t h e  advantage of the  i n d u s t r i a l  sec tor .  Another problem may 
be t h a t  many p o t e n t i a l  i n v e s t o r s  seem t o  have demonstrated a  l a c k  of 
zea l  and pa t ience  i n  c a r e f u l l y  i n v e s t i g a t i n g  t h e  s p e c i a l  
c h a r a c t e r i s t i c s  and oppor tun i t i e s  of t h i s  o f t e n  d i f f i c u l t  but  very  
l a r g e  and only p a r t i a l l y  tapped market. 

Given the  d i f f i c u l t i e s  of ob ta in ing  s i g n i f i c a n t  environmental 
change i n  t he  short-run, i t  seems more appropr ia te  t o  work wi th  and 
through t h e  en t repreneurs  who have found ways t o  make t h e  present  
system funct ion.  This  p r o j e c t ,  thus ,  s t a r t s  from t h e  bottom and 

- works up. It seeks t o  i d e n t i f y  and support  those en t repreneurs  who 

have t h e  capac i ty  t o  expand t h e  i n d u s t r i a l  c a p a b i l i t y  of a  
p a r t i c u l a r  i ndus t ry .  It at tempts  t o  remove c o n t r a i n t s  which would 
r e s t r a i n  t h i s  expansion, p a r t i c u l a r l y  t h e  absence of managerial  

- -- - - -. -. - k n a u ~ h ~ h l ~ ~ -  equi ty  ~.capkaairalandsP1lablPpm,jertpmfi .- - ---.---- 
We a r e  hopeful  t h a t  t h i s  approach-wil l  more l ike ly-have  

p r a c t i c a l  and long-term impact on pol icy.  The business  co 
present  has  a  s i g n i f i c a n t  impact on government policy-making. The 
l eade r s  of t h e  Indonesian Chamber of Commerce (KADIN), t h e  American 
Chamber of Commerce and o the r  domestic and fo re ign  business  groups 
and f ede ra t ions  do meet f requent ly  wi th  government l e a d e r s  inc luding  
Minister  Sumarlin and the  Pres ident .  The top l eade r sh ip  of t h e  G O 1  
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have made i t  known t h a t  they want t o  hea r  about problems and they 
are prepared t o  d e a l  w i th  them. Therefore,  w e  plan t o  su r f ace  these  
problems on a c a s e  by case ,  p r a c t i c a l  bas i s .  We plan t o  a s s i s t  t h e  

- government develop p r o j x t s  i n  a r e a s  where they  p lace  h igh  p r i o r i t y  
e.g. sugar by products ,  machine bui ld ing ,  e l e c t r o n i c s ,  etc. By 
developing p r o f i l e s  and he lp ing  the  G O 1  a t tempt  t o  i n t e r e s t  

- i nves to r s  i n  t hese  a r e a s  w e  can begin d i a logs  between t h e  p o t e n t i a l  
p r iva t e  s e c t o r  i n v e s t o r s  and t h e  government pol icy  makers which w i l l  
pu t  t h e  c o n s t r a i n t s  t o  investment square ly  on t h e  t ab l e .  We a l s o  
f e e l  t h a t  by providing the  e x i s t i n g  en t repreneurs  with enhanced 
managerial experience i n  i n t e r n a t i o n a l  business ,  should r e s u l t  i n  
improving t h e i r  capac i ty  t o  inf luence  po l i cy  i n  a support ive manner. 

P o t e n t i a l  i n v e s t o r s  expect t o  be a c t i v e l y  courted by h o s t  
governments, a s  i s  t h e  case  i n  neighboring count r ies .  There i s  now 
a r a r e  oppor tuni ty  f o r  Indonesia,  with i t s  low l abor  c o s t s  t o  expand 
i n t o  b a s i c  component assembly and o t h e r  labor- intensive opera t ions  
a s  these  i n d u s t r i e s  s h i f t  from higher  c o s t  Asian count r ies .  There 
i s  s u b s t a n t i a l  competit ion both wi th in  t h e  ASEAN region,  a s  we l l  as 
throughout t he  developing world, f o r  t h e  investment d o l l a r .  Whether 
Indonesia 's  policymakers w i l l  move v igorous ly  t o  a t t r a c t  these  
i n d u s t r i e s  could depend i n  pa r t  on p r o j e c t s  such a s  t h i s .  

6.  Risks and Opportuni t ies  f o r  USAID 

~ c t i v e  a s s i s t a n c e  t o  the  G O I 1 s  investment promotion e f f o r t  by 
t h e  U.S. Government t o  involves both r i s k s  and oppor tuni t ies .  For 
example, t h e  p r o f i l e s  prepared wi th  p r o j e c t  funds may not  l e a d  t o  
U.S. investment and may u l t ima te ly  a s s i s t  businessmen from o t h e r  
count r ies .  Secondly t h i s  i s  an  experimental p r o j e c t  i n  an a r e a  
where USAID has  l i m i t e d  experience t o  judge a t  t h i s  po in t  how 
e f f e c t i v e  t h e  va r ious  p ro j ec t  elements w i l l  be. On the  o t h e r  hand, 
t he  provis ion o f  these  p r o f i l e s  plus  t he  counse l l ing  se rv i ce  should 
a s s i s t  p rospec t ive  U.S. i nves to r s  i n  a s se s s ing  the  r e a l i s t i c  
prospects  f o r  p r o f i t a b l e  investments i n  Indonesia,  while  OPIC 
insurance and EXIM guarantees  should a s s i s t  them i n  hedging some of 
t h e  r i s k s .  A t  t h e  same time, our a c t i v e  support  of G O 1  investment 
ob jec t ives  and p a r t i c i p a t i o n  i n  p r o j e c t  development, should provide 
us  with t h e  oppor tuni ty  t o  i n t e r a c t  w i th  t h e  GO1 i n  a favorable  and 
cons t ruc t ive  way, perhaps a s s i s t i n g  i t  t o  become more e f f e c t i v e  i n  
i t s  e f f o r t s  t o  a t t r a c t  U.S. investment and i n  reso lv ing  some of t h e  
bureaucra t ic  obs tac les .  

7. A I D 1  P r i v a t e  Sector  S t ra tegy  

-- -. - - -- -. . -- .- --- . 
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d i r e c t l y ,  A I D 1 s  s t r a t e g y  i n  genera l  f o r  a s s i s t i n g  the_deve lopmen to f -  
Indonesia 's p r i v a t e  s ec to r  i s  t o  provide tightly-focused t echn ica l  
a s s i s t a n c e ,  t r a i n i n g ,  demonstration and f a c i l i t a t i n g  e f f o r t s  t h a t  
a r e  l i k e l y  t o  make a n  immediate and v i s i b l e  d i f f e r ence  t o  e x i s t i n g  
G O 1  o r  o the r  donor programs, t o  ongoing U.S. t r ade  and investment 
programs, o r  t o  government cons idera t ion  of p o l i c i e s  and p r o j e c t s  
a f f e c t i n g  the  p r i v a t e  s ec to r .  The p r i v a t e  s e c t o r  program w i l l  a c t  
as a c a t a l y s t  t o  open channels and provide contac ts  between 



Indonesian and U.S. business  people and t o  b u i l d  i n s t i t u t i o n a l  
support  f o r  Indonesian entrepreneurs .  The program w i l l  t e s t  
d i f f e r e n t  approaches t o  p r i v a t e  s e c t o r  a s s i s t a n c e  and provide f o r  - 
r egu la r  eva lua t ion  t o  a l low assessment,  r ev i s ion ,  r e j e c t i o n  o r  
f u r t h e r  support f o r  t h e  experimental e f f o r t s .  It seeks t o  channel 
t h e  n a t u r a l  and c r e a t i v e  u n p r e d i c t a b i l i t y  of t h e  p r i v a t e  s e c t o r  t o  
achieve  t h e  economic b e n e f i t s  and growth t h a t  can  be der ived  from 
p r i v a t e  s ec to r  spontane i ty  when i t  is d i s c i p l i n e d  t o  agreed-upon 
development ob jec t ives .  

- 
Because of t h e  tremendous importance of r u r a l  e n t e r p r i s e  t o  

Indonesia 's  p r iva t e  s e c t o r ,  t he  p r inc ipa l  focus of AID'S  program 
c e n t e r s  on small s c a l e  e n t e r p r i s e  development, income generat ion and 
employment c r ea t ion  i n  r u r a l  a r eas .  I n  i t s  ex tens ive  work on t h e  
P rov inc i a l  Development P r o j e c t ,  A I D  has  worked t o  s t r eng then  l o c a l  
c r e d i t  i n s t i t u t i o n s  t o  i n c r e a s e  t h e i r  responsiveness  t o  p r iva t e  
farmers,  small  en t repreneurs ,  t r a d e r s ,  craftsmen and people engaged 
i n  s e r v i c e  indus t r i e s .  A number of rural development programs such 
a s  t h e  r u r a l  works p ro j ec t  and t h e  water resources  p r o j e c t  work t o  
s t rengthen  r u r a l  i n f r a s t r u c t u r e  and t o  open new markets and 

- p o s s i b i l i t i e s  t o  en t repreneurs  and farmers. Another approach i s  t o  
upgrade the  p r iva t e  s e c t o r  s k i l l s  and the  s k i l l s  of those government 
s e rvan t s  working i n  t h e  i n s t i t u t i o n s  a f f e c t i n g  t h e  p r i v a t e  s e c t o r  
through p a r t i c i p a n t  t r a i n i n g  programs. A I D  i s  a l s o  developing t h e  
Cen t r a l  Java En te rp r i s e  P r o j e c t  a s  a p i l o t  p r o j e c t  t o  demonstrate 
methods of increas ing  employment i n  manufacturing, t r ade  and - 
se rv i ces .  

8. Related U.S. A c t i v i t y  

A t  t h e  same rime, t h e r e  a r e  a number of o t h e r  U.S. government 
programs designed t o  encourage American investment i n ,  and t r ade  t o ,  
Indonesia,  and i t  is AID'S s t r a t e g y  t o  bui ld  a p r i v a t e  s e c t o r  
program t h a t  l i n k s  w i th  these  e f f o r t s  i n  order  t o  maximize the  
developmental impact of t h e  technology and management s k i l l s  
imported wi th  U . S .  c a p i t a l  and products. The p r i v a t e  s e c t o r  p ro j ec t  
w i l l  complement e f f o r t s  a l r eady  being made under e x i s t i n g  U.S. 
programs dea l ing  with t h e  p r i v a t e  sector--the Trade and Development - 

Program (TDP), t h e  Overseas P r i v a t e  Investment Corporation (OPIC), 
t h e  Export-Import Bank, t h e  Foreign Commercial Serv ice ,  and t h e  
Foreign Agricul ture  Service.  

The TDP has r e c e n t l y  recommended d e f i n i t i o n a l  missions f o r  FY 
1982 i n  f i v e  areas--automotive' p a r t s ,  e l e c t r o n i c  equipment, p l an t  
machinery, f i s h e r y ,  high f r u c t o s e  syrup and sugar .  It has  a 

---- . . -- ~ t P ~ l ~ & i & p ~ & y - ~ ~ % ~ - 8 i t ~ - g r s ~ ~ . , s h t ; ~ ~ - - I f  -b~------ - ------ ---- 
completed f e a s i b i l i t y  s t u d i e s  f o r  t he  r a t i o n a l i z a t i o n  of the  
automotive indus t ry  and on a cement p l a n t .  The p r iva t e  s ec to r  - 

p r o j e c t  w i l l  help i d e n t i f y  a r e a s  f o r  f u r t h e r  TDP s t u d i e s .  

OPIC has sponsored s e v e r a l  missions t o  I n d c ~ e s i a  by U.S. f i rms 
t o  review investment oppor tuni t ies .  It w i l l  share  c o s t s  wi th  
American companies which have i d e n t i f i e d  economically sound p ro j ec t s  
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through t h e i r  own reconnaissance and a r e  i n t e r e s t e d  i n  doing 
f e a s i b i l i t y  s tud i e s .  It r e q u i r e s  t h a t  a  company which i t  a s s i s t s  
have "a sound opera t ing  record ,  demonstrate t h a t  i t  h a s  managerial ,  
t e c h n i c a l  and f i n a n c i a l  competence t o  implement the  p r o j e c t  i f  i t  
proves f e a s i b l e ,  and a presen t  i n t e n t i o n  t o  make such a n  
investment." The p r i v a t e  s e c t o r  p r o j e c t  w i l l  complement OPIC by 
providing p r o f i l e s  of p ro j ec t s  i n  which i n v e s t o r s  and OPIC may be 
i n t e r e s t e d  and by providing i n i t i a l  a s s i s t a n c e  t o  i n t e r e s t e d  U.S. 
companies. 

The Foreign Commercial Serv ice  of t he  U.S. Embassy informs U.S. 
companies of  investment oppor tun i t i e s  and provides advice  t o  
companies once they  a r r i v e .  The p r i v a t e  s e c t o r  p r o j e c t  w i l l  assist 
the  FCS i n  i d e n t i f y i n g  investment oppor tun i t i e s  and w i l l  provide 
a d d i t i o n a l  h e l p  t o  companies i n t e r e s t e d  i n  i nves t i ng  i n  Indonesia.  
The Foreign Agr i cu l tu ra l  Serv ice  of t h e  U.S. Embassy, a l though 
respons ib le  pr imar i ly  f o r  promotion of U.S. a g r i c u l t u r a l  expe r t s ,  
reviews the  a g r i c u l t u r a l  s e c t o r  r e g u l a r l y  and can r e f e r  ag r ibus ines s  
investment oppor tun i t i e s  t o  U.S. inves tors .  The p r i v a t e  s e c t o r  
p ro j ec t  w i l l  i d e n t i f y  ag r ibus ines s  p r o j e c t s  and w i l l  focus on 
investment oppor tun i t i e s .  

F i n a l l y ,  i n  a s s i s t i n g  t h e  development of  p r i v a t e  s e c t o r  p r o j e c t s  
i t  i s  assumed t h a t  a  po r t i on  of t h e  p r o j e c t s  w i l l  r e q u i r e  imports of 
U.S. goods t h a t  may be f inanced through Export-Import Bank 

I f a c i l i t i e s .  

9. Other Donor A c t i v i t y  

A I D  i s  one of  many donors a c t i v e  i n  p r i v a t e  s e c t o r  development. 
Under t h e  ausp ices  of t h e  UNDP, UNIDO i s  providing $4.5 m i l l i o n  i n  
a s s i s t a n c e  t o  the  Minis t ry  of Indus t ry  f o r  investment f e a s i b i l i t y  
s t u d i e s ;  $2.5 m i l l i o n  t o  t he  Di rec tor  General of Small Sca le  
I n d u s t r i e s  f o r  t r a i n i n g  p r o j e c t s ;  and $1.6 m i l l i o n  t o  B U M  f o r  
investment p r o f i l e s .  C I D A  i s  providing a s s i s t a n c e  t o  Canadian 
companies i n t e r e s t e d  i n  v i s i t i n g  Indonesia o r  i n  conducting 
f e a s i b i l i t y  s t u d i e s  t he re .  The Aus t ra l ian  government has  provided a  
consul tan t  t o  BKPM t o  a s s i s t  i n  assembling d a t a ,  and t h e  GO1 w i l l  
soon draw upon i t s  World Bank t e c h n i c a l  a s s i s t a n c e  c r e d i t  t o  a i d  
BKPM i n  preparing p r o f i l e s  of i ndus t ry  s e c t o r s  i n  which the  
government would l i k e  t o  encourage investment and has  asked t h e  
German government f o r  a d d i t i o n a l  a s s i s t a n c e  i n  t h i s  a r e a .  The World 
Bank !ias a l r eady  provided $410 m i l l i o n  t o  BAPINDO f o r  l o a n  and equ i ty  
a c t i v i t y  and i s  now preparing a  f u r t h e r  $100 m i l l i o n  loan.  A number 
of p r i v a t e  companies a r e  involved i n  management t r a i n i n g ,  and during er of Lm;' fi="ro2Ta iE;To-~d-FOO~nndaatTC,C,*ri~aannddAnr-are-" -- -- - --.-. . - -ms-- -b-m-- -- 

l anning  t o  do a  j o i n t  review of  p r i v a t e  s e c t o r  t r a i n i n g  needs 
I D ' S  p r i v a t e  s e c t o r  p ro j ec t  w i l l  complement e x i s t i n g  donor a c t i v i t  

i n  t he  p r i v a t e  s e c t o r  and se rve  a s  a  br idge.  



C. The P r o j e c t  

(1)  In t roductory  Statement 

The p r o j e c t  e s t a b l i s h e s  an  immediate and v i s i b l e  program of 
support  f o r  t he  Indonesia p r iva t e  s e c t o r  and f o r  increased  
U.S./Indonesian p r i v a t e  s ec to r  l inkages  while  providing a  base 
f o r  i n s t i t u t i o n a l  development suppor t ive  of long-term p r i v a t e  
s ec to r  growth. It grows o u t  of a  percept ion shared by t h e  
Governmer-t of Indonesia and t h e  lJnited S t a t e s  t h a t  t h e  p r i v a t e  
s e c t o r  i n  Indonesia can make a  major con t r ibu t ion  t o  t h e  
count ry ' s  development needs f o r  increased  employment, income 
genera t ion  and access  t o  resources  and t h a t  American investment 
can play a n  important r o l e  i n  spu r r ing  Indonesia 's  p r i v a t e  
s ec to r  growth. The p ro j ec t  e s t a b l i s h e s  a number of programs 
which a r e  designed t o  serve  a s  c a t a l y s t s ,  encouraging t h e  
n a t u r a l  growth of  t h e  f r e e  market and t h e  b e n e f i t s  t h a t  may be 
derived from i t ,  and enhancing t h e  e f f e c t i v e n e s s  of e x i s t i n g  
i n s t i t u t i o n s .  

The p r o j e c t ' s  r a t i o n a l e  is  based upon four  major i n t e r - r e l a t ed  
f a c t o r s  : 

a )  sound p r i v a t e  s ec to r  investment and o t h e r  oppor tun i t i e s  e x i s t  
i n  Indonesia; 

b) i n v e s t o r s ,  both U.S. and l o c a l ,  can b e n e f i t  from a s s i s t a n c e ,  
which i s  l o c a l l y  a v a i l a b l e ,  i n  dea l ing  with government 
r egu la t ions  bureaucra t ic  s t r u c t u r e ,  i n  i d e n t i f y i n g  p r o j e c t  

\ oppor tun i t i e s  and joint-venture p a r t n e r s ,  and i n  packaging 
proposals  f o r  f inanc ing  and government approval;  

c )  t op  and middle management of Indonesian f i rms  can b e n e f i t  
over t h e  short-run and i n t o  t h e  f u t u r e  from intermingl ing 
wi th  U.S. execut ives  i n  e x i s t i n g  middle-management and 
advanced-management courses  (6 t o  14 weeks) a t  American 
graduate  schools  of business  adminis t ra t ion ;  

d)  t h i s  joint-educat ional  experience and exposure can a c c e l e r a t e  
joint-venture p o s s i b i l i t i e s .  

- ( 2 )  Management T ra in ing  

The p ro j ec t  under t h e  guidance of t he  Ministry of Finance w i l l  
e s t a b l i s h  a  program t o  send Indonesian en t repreneurs  a s  w e l l  a s  

- --- ----- 
ement t r a i n i n g  courses  a t  U.S. 

- - -  - 

be p r imar i ly  12-14 week 
- 

management o r  business  courses  a t  such schoo l s ' a s  Harvard, 
Stanford,  Texas, e t c .  Thi r ty- f ive  p a r t i c i p a n t s  i n  t he  s tudy  
program would be s e l ec t ed  each year by a  Board, Chaired by t h e  
Miriistry of Finance whose members would include r ep re sen ta t ives  
of the  Indonesian Chamber of Commerce (Kadin), The Indonesian 
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Young Businessmen's Associat ion (HIPMI), The Indonesian Women's 
Business Group (IWAPI) and t h e  Amchamber of Commerce. 
Candidates who q u a l i f y  f o r  t r a i n i n g  but  a r e  d e f i c i e n t  i n  English 
o r  need s p e c i a l  a s s i s t a n c e  i n  business fundamentals would be 
given t u t o r i a l  t r a i n i n g  through s p e c i a l  courses  a t  the  
Indonesian-American Association. 

The c o s t s  of t he  program, t u i t i o n  and l i v i n g  c o s t s  a s  we l l  a s  
t r a v e l ,  a r e  t o  be borne by t h e  en t repreneurs  themselves o r  t he  
p r i v a t e  companies who send t h e i r  employees. The G O 1  through t h e  
Bank Indonesia w i l l  set up a loan  fund of $1.3 m i l l i o n  t o  
provide over a t h ree  year  per iod loans  a t  a reasonable r a t e  of 
i n t e r e s t ,  s ay  6 X ,  t o  t he  entrepreneurs  and p r i v a t e  companies f o r  
up t o  75% of t he  t o t a l  c o s t s  of t h e  t r a in ing .  These loans  would 
have t o  be paid back wi th in  f i v e  years  from t h e  d a t e  t h e  s tuden t  
r e t u r n s  t o  Indonesia.  The A I D  Grant w i l l  provide f o r  a 
consul tan t  t o  work wi th  t h e  s e l e c t i o n  committee i n  determining 
program ob jec t ives  and i n  e s t a b l i s h i n g  s e l e c t i o n  c r i t e r i a .  The 
A I D  Grant w i l l  a l s o  f inance  a con t r ac t  with a U.S. f a c i l i t a t i n g  
i n s t i t u t i o n  who w i l l  be  respons ib le  f o r  t e s t i n g  and screening 
candidates ,  s e l e c t i n g  the  appropr ia te  U.S. school ,  gaining 
admittance and making adminis t ra t ive  arrangements f o r  the  
placement of Indonesian s tudents .  

The program purpose i s  several-fold.  It addresses  immediate 
needs f o r  management t r a i n i n g .  Minimal high-level management 

- t r a i n i n g  f o r  p r iva t e  s e c t o r  e x i s t s  i n  Indonesia.  A t  t h e  same 
time, t he  exposure of mid-level and sen io r  Indonesian execut ives  
t o  American counterpar t s  a t  U.S. business  schools  w i l l  o f f e r  
secondary bene f i t s .  Not only w i l l  p a r t i c i p a n t s  be exposed t o  
U.S. business methods, but  they w i l l  make connections which w i l l  
c r e a t e  long-term U.S.-Indonesian business t i e s .  

The s tudy  program would be supplemented by follow-up a c t i v i t i e s  
involving p a s t  p a r t i c i p a n t s .  A sum of money has been included 
i n  t he  p ro j ec t  t o  cover t h e  c o s t s  of c r e a t i n g  a U.S. Business 
School Alumni Associat ion which w i l l  hold annual seminars and 
workshops t o  which p a s t  p a r t i c i p a n t s  would be inv i t ed .  The 
ob jec t ive  i s  t o  develop wi th in  Indonesia a key group of  
Indonesian business  execut ives  f a m i l i a r  wi th  U.S. methods and 
procedures, a s  we l l  a s  t o  provide Indonesia wi th  t r a ined  
execut ives  capable of  f u r t h e r i n g  development o f  t h e  indigeneous 
p r i v a t e  s ec to r .  Fur ther ,  i t  paves the  way f o r  the  c r e a t i o n  of a 
management and adminis t ra t ion  i n s t i t u t i o n  i n  Indonesia by 
demonstrating the  importance of such t r a i n i n g  and by providing a 

------- ----. - - - - - cvre-u-+ei&&un. --- - - 

An eva lua t ion  of t he  program w i l l  be conducted a t  t he  end of 
- 

t h r ee  years .  $50,000 w i l l  be reserved from t h e  A I D  gran t  funds 
f o r  t h i s  purpose. 



(3) F a c i l i t a t i n g  Growth of Indonesia 's  P r i v a t e  En te rp r i s e  
through Grea ter  Involvement of U.S. Business : $2.0 mi l l ion .  The 
BKPM w i l l  use t hese  funds t o  t r a i n  BKPM sti aff  and t o  r e t a i n  t h ree  
l o c a l  consul t ing  f i rms t o  i d e n t i f y  oppor tun i t i e s ,  prepare p ro j ec t  
p r o f i l e s  and f a c i l i t a t e  j o i n t  a c t i v i t i e s  between Indonesian and U.S. 
en t repreneurs  complementing e x i s t i n g  U.S. government programs. A s  a 
r e s u l t  oppor tun i t i e s  f o r  investment,  t r ade  and t r a n s f e r  of 
technology w i l l  b e  c rea ted .  

(a; Tie l o c a l  consul tan ts  w i l l  work with BKPM t o  develop up 
t o  30 p ro j ec t  p r o f i l e s ,  1 5  i n  agr ibus iness  and 15  i n  l i g h t  

- 
manufacturing. The Direc tor  of t he  BKPM's o f f i c e  of  P ro j ec t  
Development would work wi th  the  consul tan ts  t o  s e l e c t  30 
s u i t a b l e  a r e a s  f o r  investments which would be drawn from BKPM's 
investment p r i o r i t y  list (DSP) and tak ing  i n t o  account t h e  
consu l t an t s  and BWM"s percept ions of poss ib l e  US i n t e r e s t  i n  
t hese  a r eas .  P ro j ec t  p r o f i l e s  should provide enough b a s i c  
information t o  permit p o t e n t i a l  i nves to r s  t o  determine whether 
they are l i k e l y  t o  have a s e r i o u s  i n t e r e s t  i n  i nves t ing .  These 
p r o f i l e s  w i l l  be r e l a t i v e l y  b r i e f  desc r ip t ions  of t h e  proposed 
p ro j ec t  t h a t  w i l l  i d e n t i i y  t he  na tu re  of t h e  poss ib l e  
oppor tun i t i e s  f o r  U.S. business ,  t h e  i n t e r e s t e d  Indonesian 
concern i f  any, t he  requi red  f inancing and t h e  scope of t h e  
p r o j e c t  including a s  app ropr i a t e ,  t h e  a r ea ,  s o i l  and c l i m a t i c  
condi t ions ,  p o t e n t i a l  markets,  import requirements,  t h e  present  
state of t h e  Indonesian indus t ry ,  raw ma te r i a l  a v a i l a b i l i t i e s  i f  
requi red ,  l abo r  a v a i l a b i l i t i e s ,  p o t e n t i a l  f o r  expor t ,  p r i c ing  
r e s t r i c t i o n s  i f  any, G O 1  investment p o l i c i e s  e t c .  By con t r ac t  
each consul tan t  w i l l  be requi red  t o  produce up t o  t e n  of these  
p r o f i l e s  over a two year  period. The f a c i l i t a t o r s  w i l l  prepare,  
d i s t r i b u t e  and promote BKPM pro jec t  p r o f i l e s  and f e a s i b i l i t y  
s t u d i e s  a s  explained below. The World Bank and UNIDO a r e  a l s o  
he lp ing  the  BKPM t o  prepare p ro j ec t  p r o f i l e s .  The Deputy 
Chairman of t h e  BKPM and t h e  th ree  donors w i l l  coord ina te  t h e i r  
r e spec t ive  a s s i s t a n c e  e f f o r t s  t o  ensure  complementarity. The 
A I D  financed p r o f i l e s  w i l l  be concentrated i n  t h e  a r e a s  of 
agrobusiness  and l i g h t  manufacturing where i n  t h e  judgement of 
t h e  consu l t an t s  U.S. f i rms  have an  i n t e r e s t .  

(b) The l o c a l  consul tan t  w i l l  provide he lp  t o  p o t e n t i a l  
Indonesian and U.S. business a s  a n  independent business  
consul t ing  serv ice!  

I 

( i )  Seek ou t  and sc reen  proposals  from Indonesian 
entrepreneurs  i n t e r e s t e d  i n  l oca t ing  U-SO pa r tne r s .  The -- ---- ----- -fari3-itzrthg-f-i---ex~-*-*~kdr---------- - 

- - - - - - -- - - - - - i n t e r e s t  i n  reviewing proposals and t h e i r  w i l l i ngness  t o  
- - --- provide a s s i s t a n c e  i n  p repa r ingproposa l s ,  and i n  packaging -- 

poss ib le  p ro j ec t s .  They w i l l  provide guidance on business  
p r a c t i c e s ,  l e g a l ,  admin i s t r a t i ve  and regula tory  matters, 
taxa t ion ,  f inanc ing ,  p ro j ec t  s t r u c t u r i n g ,  and o t h e r  s e rv i ces  
necessary f o r  p r o j e c t  development and implementation. The 
f a c i l i t a t i n g  firma could use a number of methods t o  s o l i c i t  
proposals both wi th in  and outs ide  Jaka r t a ,  ranging from - 

- 



- 
d i r e c t  newspaper a d v e r t i s i n g ,  t o  working wi th  t h e  r eg iona l  
r ep re sen ta t ives  of BKPM, A I D  consu l t an t s  s t a t i o n e d  i n  t h e  - 

provinces and t h e  U.S. Consulates a t  Medan and Surabaya. 
They would a l s o  accept  r e f e r r a l s  from these  agencies .  The 
s o l i c i t a t i o n  e f f o r t s  should s t a t e  e x p l i c i t l y  t h a t  i n t e r e s t  is 
l i m i t e d  t o  those p r o j e c t s  t h a t  have a developmental impact i n  .- 
terms of job c r e a t i o n ,  income generat ion,  access  t o  
resources ,  import s u b s t i t u t i o n ,  o r  export  gromotion. 

(ii) Assist U.S. businessmen i n  Indonesia. Companies coming 
t o  Indonesia t o  explore o r  review business  oppor tun i t i e s  may 
be r e f e r r e d  t o  t h e  f a c i l i t a t i n g  f i rms  by t h e  AMCHAM, t h e  G O I ,  
t h e  U.S. Commercial Sect ion,  o r  by o t h e r  sources such a s  t h e  
Indonesian Consulates i n  t h e  United S ta t e s .  The f a c i l i t a t i n g  
f i rms  w i l l  provide information on Indonesia,  p o t e n t i a l  
joint-venture pa r tne r s  and business  oppor tuni t ies .  They w i l l  
provide guidance on business  p rac t i ce s ,  l e g a l ,  adminis t ra t ive  
and regula tory  mat te rs ,  t axa t ion ,  f inanc ing ,  p r o j e c t  
s t r u c t u r i n g ,  and o the r  s e rv i ces  necessary f o r  p ro j ec t  
development and implementation. The f a c i l i t a t i n g  f i rms  would 
provide up t o  80 hours of f r e e  s e r v i c e s  a t  AID'S expense 
a f t e r  which f u r t h e r  a s s i s t a n c e  would be paid f o r  by t h e  - 

p a r t i c i p a t i n g  company. 

( i i i )  Work with ' ex is t ing  U.S. government agencies ,  once . 
s u i t a b l e  p ro j ec t s  have been i d e n t i f i e d ,  t o  t r y  t o  f i n d  U.S. 
pa r tne r s .  Where appropr i a t e ,  TDP s t u d i e s  may be requested,  
and once a par tner  i s  i d e n t i f i e d ,  OPIC may be contacted. The 
f a c i l i t a t i n g  f i rm w i l l  provide FCS wi th  s u i t a b l e  proposals 
f o r  promoting through t h e  Department of Commerce's Trade and 
Investment Opportunity Program and, t o  t h e  ex t en t  poss ib le ,  
w i l l  u se  i t s  own con tac t s  i n  t he  United S t a t e s  t o  seek 
i n t e r e s t e d  p a r t i e s .  

( c )  Training f o r  BKPM s t a f f :  Short term and s e l e c t e d  
long-term t r a i n i n g  f o r  BKPM s t a f f  concerned wi th  investment - 

promotion. Training w i l l ' b e  pr imkri ly  i n  t h e  Unite-d S t a t e s  - ' . 

working wi th  t r ade  a s soc i a t ions ,  investment promotion f i rms ,  
f i n a n c i a l  i n s t i t u t i o n s  and perhaps USG agencies  t o  develop a 
b e t t e r  understanding of needs and i n t e r c s t s  c f  U.S. f i rms  who 
a r e  p o t e n t i a l  joint-venture i nves to r s  i n  Indonesia.  

(4) Spec ia l  S tudies  and Consulting - Services  : - $1.3-mil l ion J o a n  - . - 

f o r  s p e c i a l  s tud ie s .  The execut ing agency w i l l  be t h e  Ministry of 
Finance. For example, consul tan ts  would a s s e s s  t h e  f u r t h e r  need f o r  
a s p e c i a l  f i n a n c i a l  i n s t i t u t i o n  t o  ~ r o v i d e  venture e a u i t v  c a u i t a l . *  

- 

up. Another s tudy woul 
--- - - - - - 

- i n t e r e s t  i n  i nves t ing  i 
plans and what he lp ,  i f  any, t h e  BKPM could provide t o  a s s i s t  
s e l ec t ed  U.S. f i rms  g e t  e s t ab l i shed  i n  Indonesia. Another proposed - 
s tudy  could provide consul tan ts  working with the  G O I 1 s  genera l  - 

- 
consul tancy team focusing on oppor tun i t i e s  f o r  smaller  e n t e r p r i s e s  - 
and reg ional  development r e l a t i n g  t o  cu r r en t  and f u t u r e  l a r g e  s c a l e  - 

* Note: Venture c a p i t a l  s tudy t o  be  c a r r i e d  ou t  by AID/PRE 
- -- . - .. - . Bureau using o the r  funding. 
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- 
i n d u s t r i a l  investment,  i n i t i a l l y  i n  t he  Aceh region;  s p e c i f i c a l l y  
the  consul tan ts  would a s ses s :  (1)  e x i s t i n g  c r e d i t  i n s t i t u t i o n s ,  t h e  
p o s s i b i l i t y  of developing a n  Aceh Development Fund t o  provide loans ,  
t echn ica l  a s s i s t a n c e  and perhaps equ i ty  t o  small  en terpreneurs ;  (2)  
t r a i n i n g  needs and t h e  p o t e n t i a l  f o r  development of t r a i n i n g  
i n s t i t u t i o n s  j o i n t l y  funded by G O I ,  A I D  and p r iva t e  s e c t o r ;  (3) 
oppor tun i t i e s  f o r  downstream p r i v a t e  investment t h a t  would r e s u l t  
from the  i n d u s t r i a l  complex i n  Aceh. - 

'4 

D .  End of P r o j e c t  S ta tus :  - 

I By t h e  end of  t h e  p ro j ec t  i t  is expected: 

(1)  That Indonesia w i l l  have a key group of en t repreneurs  and 
mid-career and sen io r  execut ives  i n  t h e  p r i v a t e  s e c t o r  who have 
received business  t r a i n i n g  i n  t h e  United S t a t e s ,  have a good 
understanding of U.S. business  p r a c t i c e s  and have made bcs iness  
contac ts  with U.S. p r i v a t e  s e c t o r  r ep re sen ta t ives .  

(2)  That a number of investment and o the r  business  
oppor tun i t i e s  and Indonesian en t repreneurs  have been i d e n t i f i e d  
and a s s i s t e d  3.c. desc r ib ing  and packaging t h e i r  proposals.  

(3) That American businessmen have been informed of investment 
and o t h e r  oppor tun i t i e s  i n  Indonesia and t h a t  they have been - 
a s s i s t e d  i n  g e t t i n g  over t h e  e a r l y  hurd les  of g e t t i n g  
e s t ab l i shed  i n  Indonesia.  

( 4 )  That a number of j o i n t  U.S.-Indonesian ventures  have been 
i n i t i a t e d .  

( 5 )  That e x i s t i n g  U.S. s e rv i ces  t o  promote t r a d e  and investment 
have been complemented and used more e f f e c t i v e l y .  

( 6 )  That investment and o the r  business  oppor tun i t i e s  and 
t echn ica l  a s s i s t a n c e  needs i n  key geographical  a r e a s  r ece iv ing  
l a r g e  s c a l e  investment have been i d e n t i f i e d  and t h a t  t he  
p o t e n t i a l  f o r  maximizing the  developmental b e n e f i t s  of such 
c a p i t a l  i n t e n s i v e  i n d u s t r i a l  enclaves have been more c l e a r l y  
defined . 
( 7 )  That t he  G O 1  has  a d d i t i o n a l  information on t h e  c o n s t r a i n t s  
and p o t e n t i a l  w i th in  i t s  c a p i t a l  market, and t h a t  i t  has 
s p e c i f i c  evidence of t h e  impact of wider mortgage, f ac to r ing ,  
c r e d i t  and equ i ty  investment f a c i l i t i e s  on p r iva t e  s e c t o r  
development. 

-- .- - - - -. ---- - -- * ----. - - .- - - --m-̂  at  - .A*-- the -'-.---- potent I-a-I-fO-i.-ven~i;-e--C-g-FZf-a T--r *cvgs m6cf:-Ir---- ---- ----"-- -. 

- e n t e r p r i s e s  wi th  a development-impact is more c l e a r l y  defined.  - - 

(AID/PRE re spons ib i l i t y )  
(9) That B W M  da ta  base on investment oppor tun i t i e s  and 
p o t e n t i a l  i n v e s t o r s  and i t s  a b i l i t y  t o  prepare p ro j ec t  p r o f i l e s  
a r e  s t rengthened and t h a t  a quan t i t y  of new information i s  
a v a i l a b l e  f o r  use by both Indonesian and American business.  



(1) The sending annual ly  of up t o  35 mid-career and 
senior - leve l  execut ives  t o  t h e  United S t a t e s  f o r  business  - 

t r a in ing .  

(2) 30 p r o f i l e s  and investment oppor tun i t i e s  i n  Indonesia f o r  
t h e  BWM. 

(3) 150 in t roductory  programs f o r  American companies i n t e r e s t e d  
i n  i nves t ing  i n  Indonesia.  

(4)  150 p r o f i l e s  of investment oppor tun i t i e s  i n  Indonesia,  
i d e n t i f i e d  from proposals submitted by Indonesian entrepreneurs .  

- 

(5) A s tudy  of venture c a p i t a l  i n  Indonesia and t h e  p o s s i b i l i t y  
of e s t a b l i s h i n g  a n  Equity Development Fund. (AIDIPRE r e s p o n s i b i l i t y )  

( 6 )  S tudies  of c r e d i t  equi ty ,  t r a i n i n g  and investment needs and 
oppor tun i t i e s  i n  Aceh and i n  a r e a s  l i k e l y  t o  r ece ive  l a r g e  s c a l e  
fore ign  investment i n  t h e  near  fu tu re .  - - 

(7) A s tudy  of c a p i t a l  market development i n  Indonesia,  
focusing on t h e  problems of a n  Indonesian P r i v a t e l y  held f i rm  
going publ ic  a s  w e l l  a s  mortgage lending,  f ac to r ing ,  and f u t u r e s  
market development. 

- 
(8 )  Survey r e s u l t s  on problems fac ing  U.S. i nves to r s  i n  
Indonesia. 

(9)  A fore ign  Investment Pol icy  tour  of o t h e r  count r ies .  

1'. Inputs:  

- (1) Management Training: 

( a )  AID: A S.5 mil l ion  g r a n t  t o  t h e  Minis t ry  of Finance 
which w i l l  work wi th  t h e  Indonesian Chamber of Commerce 
(KADIN) t o  e s t a b l i s h  a  program f o r  mid-career and advanced 
management t r a i n i n g  a t  American business  schools  and 
f inance  t h e  c o s t s  of s tudent  placement. - 

(b)  GOI: A $1.3 mi l l i on  loan fund which w i l l  f inance  up 
t o  75% of t h e  t o t a l  c o s t s  of sending t h e  s tuden t s  t o  t he  
U.S. inc luding  t r a v e l ,  l i v i n g  expenses, t u i t i o n  and o t h e r  
t r a i n i n g  cos t s .  GO1 Di rec t  Administrative c o s t s  f o r  t h e  
t r a i n i n g  program ----. is est imated t o  be $100,000 equiva len t  i n  -.-- .- - 
l o c a l  currency. 

(a )  AID:  A $2.0 mi l l i on  loan  t o  t h e  BKPM t o  t r a i n  s t a f f  
t o  s t rengthen  i t s  capac i ty  t o  do investment p r o f i l e s ,  and t o  



e s t a b l i s h  a  mechanism t o  f a c i l i t a t e  con tac t  between 
i n t e r e s t e d  American i n v e s t o r s  and Indonesian en t repreneurs  
seeking c a p i t a l ,  technology o r  access  t o  markets. 

(b)  GOI: $180,000 l o c a l  currency e q u i v a l e r t  f o r  BKPM 
s t a f f  and o the r  incountry c o s t s  of p r o f i l e  preparat ion;  
e.g. t r a v e l ,  

(3 )  Specia l  Studies  and Consulting Services:  
m 

( a )  AID: A $l .Omil l ion l o a n  t o  t h e  Minis t ry  of Finance 
- 
- 

t o  conduct s p e c i a l  s t u d i e s  and provide consul t ing  se rv i ces  . 
i n  accordance with t h e  p r o j e c t  purpose. - -- 



P a r t  111 

A. Technical  Descript ion 

1. Management t r a in ing :  The proposed management s tudy  program 
w i l l  be administered by the  Director  of F inancia l  I n s t i t u t i o n s  of 
t h e  Ministry of  Finance and t h e  Indonesian Chamber of Commerce 
(KADIN) w i th  t h e  a s s i s t a n c e  of a U.S. f a c i l i t a t i n g  e n t i t y  under 
c o n t r a c t  t o  t h e  Ministry of Finance. Se l ec t ion  of f i n a l  
p a r t i c i p a n t s  w i l l  be done by a board of r ep re sen ta t ives  drawn from 
Indonesian and American business  organizat ions.  The U.S. a s s i s t a n c e  
i n s t i t u t i o n  w i l l  be respons ib le  f o r  i n i t i a l  t e s t i n g  and screening  of 
candidates  and f o r  a l l  arrangements with U.S. business  schools .  A l l  
t u i t i o n ,  t r a v e l  and l i v i n g  expenses w i l l  be financed by t h e  
p a r t i c i p a n t s  o r  t h e  companies of  t h e  p a r t i c i p a n t 3  involved. The 
Ministry of Finance w i l l  e s t a b l i s h  a l oan  fund t o  assist t h e  
pa r t i c ipan t s .  Each p a r t i c i p a n t  w i l l  be allowed t o  borrow up t o  75% 
of t h e  t o t a l  es t imated c o s t s  a t  a reasonable r a t e  of i n t e r e s t ,  say 
6%. They w i l l  be requi red  t o  repay t h e  loan  wi th in  f i v e  years .  A 
r ep re sen ta t ive  from the U.S. a s s i s t a n c e  i n s t i t u t i o n  w i l l  a l s o  work 
with the  Indonesian-American Center and wi th  l o c a l  consul t ing  firms 
o r  u n i v e r s i t i e s  t o  sub-contract f o r  s p e c i a l  t r a i n i n g  f o r  candidates  
who l a c k  s k i l l s  i n  English o r  business  fundamentals. 

2. F a c i l i t a t i n g  U.S. P r iva t e  Sector  pa r t i c ipa t ion :  The 
f a c i l i t a t i n g  f i rms  w i l l  be respons ib le  t o  A I D  and tG BWM f o r  
developing a n  acceptab le  procedure f o r  in t roducing  U.S. companies t o  
t h e  business  environment i n  Indonesia.  They w i l l  inform t h e  
American Chamber, Indonesian consula tes  i n  t h e  United S t a t e s ,  FCS, 
t h e  G O I ,  and o the r  i n t e r e s t e d  a s s o c i a t i o n s  o r  agencies  of t h e i r  
a v a i l a b i l i t y  t o  a s s i s t  American business  people. They w i l l  a l s o  
e s t a b l i s h  a mechanism f o r  s o l i c i t i n g  proposals from p r i v a t e  
Indonesian en t repreneurs  i n t e r e s t e d  i n  f i nd ing  U.S. par tners .  They 
w i l l  e s t a b l i s h  c r i t e r i a  along t h e  l i n e s  suggested by AID and BKPM 
f o r  sc reening  proposals both i n  terms of  business  v i a b i l i t y  and 
development impact and w i l l  a s s i s t  entrepreneurs  i n  preparing 
proposals f o r  presenta t ion  t o  p o t e n t i a l  U.S. 'par tner .  The f i rms  
w i l l  c i r c u l a t e  p ro j ec t  p r o f i l e s  t o  U.S. f i rms  through t h e  o f f i c e s  of 
t he  FCS and through t h e i r  own con tac t s  i n  t h e  United S t a t e s .  

The consu l t an t s  w i l l  be paid monthly by AID a f t e r  BKPM's approval  of 
b i l l s  is  submitted. The p ro j ec t  w i l l  pay up t o  a f i xed  amount per  
c l i e n t .  During t h e  i n i t i a l  year  of t h e  p r o j e c t  A I D  and BKPM w i l l  - 

review performance of t h e  f i rms qua r t e r ly .  I f  f i rms  a r e  no t  doing 
work according t o  t h e  p r o j e c t ' s  c r i t e r i a  o r  a r e  f a i l i n g  t o  submit 
b i l l s  drawing down t h e  f ixed  amount a l l o t t e d  t o  each f i rm ,  

-,-.---- a d & s t m e n + s l n - d l l a t m P n r s l m a y . . . - m n d P t n ~ ~  
f i rms  a n  opportuni ty t o  do a d d i t i o n a l  work. A f u l l  eva lua t ion  of 

- t h e - f a c i l i t a t i n g  f i rms w i l l  be done a t  t h e  end of t he  f i r s t  year  of -- 

-- - - - - 

t he  p ro j ec t  t o  determine whether t h e  f a c i l i t a t i n g  approach i s  a 
use fu l  way t o  pursue A I D ' S  ob j ec t ive  of s t rengthening  t h e  Indonesian 
p r iva t e  s e c t o r  and encouraging U.S. investment.  



3. Spec ia l  S tudies  and Consultant Services:  See implementation 
arrangements P a r t  I V  A 2. 

A l l  host-country sub-contracting w i l l  be c a r r i e d  ou t  i n  accordance 
wi th  normal A I D  p o l i c i e s ,  procedures and r egu la t ions .  The Vice 

A - Chairman of BAPPENAS, Minister  D r .  J.B. Sumarlin, w i l l  be t h e  
p r i n c i p a l  GO1 o f f i c i a l  respons ib le  f o r  t h e  p r o j e c t .  Both t h e  
i n t e r m i n i s t e r i a l  committee and t h e  BKPM f a l l  under h i s  a e g i s ,  and h e  
l e a d s  Indonesia 's  annual  t r ade  and investment missions abroad. 

B Economic J u s t i f i c a t i o n :  

The near  t o  medium term ob jec t ives  of t h i s  p ro j ec t  a r e  job 
c r e a t i o n  and se l f - sus t a in ing  i n s t i t u t i o n a l  bu i ld ing ,  and t h e  primary 
long-run ob jec t ive  i s  genera t ion  of p r a c t i c a l  l e s sons  f o r  
cons idera t ion  by t h e  government i n  formulat ing p o l i c i e s  and programs 
f o r  t h e  achievement of  Indonesia 's  development objec t ives .  I m p l i c i t  
i n  t h i s  longer  term ob jec t ive  i s  the  understanding t h a t  t h e  
Indonesian p r i v a t e  s e c t o r  needs t o  become a f u l l  par tner  i n  
development. 

In s t i t u t ion -bu i ld ing  p r o j e c t s  do n o t  lend  themselves t o  s tandard 
economic a n a l y s i s  and t o  quan t i f i ca t ion .  Nor do p r o j e c t s  designed 
t o  change a t t i t u d e s  about po l i c i e s .  The c o s t  of a pol icy  change may 
be zero while  i ts  b e n e f i t s  can be very l a r g e .  On t he  o the r  hand, 
t h e  c o s t  of a mult i - faceted p i l o t  p r o j e c t  such as t h i s  one can be 
l a r g e  ( i n  terms o f  t he  opportuni ty c o s t  of very concessional  
funding) a s  can t h e  r i s k s ,  and the  b e n e f i t s  could tu rn  o u t  t o  be 
low. However, given what we a l ready  know about  t he  p r i v a t e  s e c t o r  - 

here ,  we see  t h i s  p r o j e c t  a s  represent ing  a modest amount of money 
($3.0 mi l l i on  from A I D  and $1.8 mi l l i on  from the  G O 1  over 3 yea r s ) ,  
with modest r i s k s ,  and with p o t e n t i a l l y  important b e n e f i t s  f o r  t h e  
Indonesian p r i v a t e  s e c t o r  and f o r  Indonesian workers. 

Even though job c r e a t i o n  may be a n  inadequate  proxy f o r  t h e  
s e v e r a l  types of b e n e f i t s  we envis ion  i n  t h i s  p r o j e c t ,  each proposed 
a c t i v i t y  i s  assessed  f o r  i t s  p o t e n t i a l  employment impact. Job 
c rea t ion  i s  a n  important way t o  both j u s t i f y  and a s s e s s  the  impact 
of t h i s  use  of A I D  funds, even i f  i t  i s  a l s o  t r u e  t h a t  t h e  long term 
ob jec t ives  w i l l  be served by the  r e s u l t i n g  l e s sons  about t h e  p r i v a t e  
s ec to r  which we be l i eve  can favorably inf luence  governmental po l icy .  

I n  analyzing each a c t i v i t y  of t h i s  p r o j e c t ,  we look a t  t he  
publ ic  c o s t  of c r e a t i n g  p r i v a t e  s e c t o r  jobs and of mobil iz ing 
p r iva t e  s e c t o r  resources  f o r  t h i s  end. The genera l  case f o r  
emphasizing p r i v a t e  s e c t o r  over t he  publ ic  s ec to r  is made i n  t he  
Mission's P r iva t e  Sector  Background Paper. 

---- --.--._-- _-..I_-___--_ ._--_-____ ___-____ -------- ----- "-"- ------.---- 

Management Training 
The purpose of management t r a i n i n g  is-to-improve business 

- 

e f f i c i e n c y  by exposing managers t o  new managerial  concepts and 
contac ts .  It i s  un ive r sa l ly  recognized t h a t  improving the  q u a l i t y  
of t he  l abo r  fo rce ,  which management t r a i n i n g  does,  i s  a p r inc ipa l  
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of 30 such p r o f i l e s  would be $360,000. I f  only two p r o f i l e s  
r e s u l t e d  i n  t h e  establ ishment  of i n d u s t r i e s  t h a t  employed 50 people 
each, t he  employment e f f e c t s  would be 2 X 50 X $15,000 = $1,500,0000 

3.  Specia l  S tudies  and Consul tant  Services  

For t hese  two a c t i v i t i e s  t h e  b e n e f i t s  a r e  l e s s  d i r e c t l y  
a s soc i a t ed  wi th  t h e  c o s t  of s t u d i e s ,  b u t  a r e  l i k e l y  t o  be more 
s i g n i f i c a n t  than  f o r  t he  f i r s t  two a c t i v i t i e s .  Pol icy-oriented v 
consul tanc ies  and s t u d i e s  on enclaves and on s p e c i f i c  i ndus t ry  of  
f i n a n c i a l  i s s u e s  could prove t o  have a  high job c r e a t i n g  impact. 
Changing p o l i c i e s  holds t h e  prospect  f o r  low publ ic  c o s t s  t o  expect 
t h e  change and high s o c i a l  r e t u r n  t o  t h e  more productive use  of 
n a t i o n a l  resources  including t h e  labor  force .  (We caveat  t h i s  po in t  
by not ing  t h a t  t he  e s t ab l i shed  inves to r  c o s t  of a po l i cy  change can 
be high.). 

- I n  reviewing these  t h r e e  a c t i v i t i e s ,  t h e  l a s t  one sugges ts  
- promise of g r e a t e r  payoff than t h e  f i r s t  two, i f  judged i n  terms of 
- - - t he  l i k l i h o o d  of job c rea t ion .  But t he re  a r e  too  many a s soc i a t ed  - 

- b e n e f i t s  and imponderables t o  rank these  a c t i v i t i e s  now. 

We have genera l ly  e r r c d  on t h e  conservat ive s i d e  as c o s t s  a r e  - 

f i n i t e  while  bene f i t s  flow f o r  years .  Secondary employment e f f e c t s  - 

- may be important i n  each a c t i v i t y .  We have not  discounted e i t h e r  
stream. 

We have not  quan t i f i ed  t h e  cha rac t e r  of the  job b e n e f i t s  i n  a  
r igoryous manner. Typical ly ,  t he  bene f i t  stream is  der ived  from the  
present  discounted va lue  of l a b o r s '  maginal product iv i ty .  Because 
the  c a p i t a l  c o s t  of the  jobs i n  t he  examples used h e r e  and t h e  l i f e  
of earn ings  a r e  similar, w e  have assured  t h a t  w e  have a  rough proxy 
f o r  s o c i a l  b e n e f i t  of job c rea ted .  

Benef i t s  can a l s o  be est imated by t h e  d i s t r i b u t i v e  b e n e f i t  of 
moving people from low t o  h igh  p roduc t iv i ty  jobs and incomes, and by 
t h e  income mul t ip l e s  e f f e c t s  f o r  t h e  economy as a whole. 

We w i l l  have a  much b e t t e r  sense  of where A I D  and t h e  Government 
of Indonesia should place i t s  emphasis two years  from t h e  po in t  of + 
pro jec t  i n i t i a t i o n .  A s  t he  r e a l  t a s k  before  t h e  government i s  t h e  
c r e a t i o n  of no t  50 t o  100 jobs per year ,  bu t  two mi l l i on ,  t h i s  type 
of p i l o t  e f f o r t  w i l l  provide use fu l  lessons .  The lower the  c o s t  of 
job c r e a t i o n ,  t h e  more people can be product ively employed. 

C. Soc i a l  J u s t i f i c a t i o n :  I n  a d d i t i o n  t o  t he  economic d i s t r e s s  and 
p o t e n t i a l  p o l i t i c a l  i n s t a b i l i t y  r e s u l t i n g  from a n  i n a b i l i t y  of the  

. - --- - - I ~ s & f t r r - t t ~ ~ ~ b e ~ r - ~ ~ i ~ n c t m h a r s - ~ J n h S e e k e r S - - -  - - - -  
- t he re  a r e  a d d i t i o n a l  s o c i a l  problems t h a t  r e s u l t  from t h e  uneven 

na tu re  of Indonesia 's  economic aeve1o~ment.--The b e n e f i t s  r e s u l t i n  
from a r ap id  growth i n  manufacturing and commerce i n  r ecen t  years  
have not  been shared equal ly.  Chinese and Indonesians of Chinese - - descent  cont inue t o  dominate commerce and indus t ry .  Pribumi 



entrepreneurs  l a c k  access  t o  c a p i t a l ,  and resentment a g a i n s t  Chinese 
success  has  f l a r e d  repea ted ly  i n  urban v io lence  and a t t a c k s  aga ins t  
t h e  Chinese population. 

- 
A t  t h e  same time, i n t e n s i v e  and la rge-sca le  c a p i t a l  investment i n  
a r e a s  where minerals ,  t imber,  o i l  and gas  have a t t r a c t e d  fore ign  
companies c r e a t e s  a d i f f e r e n t  s o r t  of problem. Benef i t s  have not  

e been shared between enclave and surrounding community, r e s u l t i n g  no t  
only i n  resentment but  i n  a  r e a l  l o s s  of oppor tuni t iy .  

The p ro j ec t  i s  designed t o  address  these  problems. It c r e a t e s  a  
f a c i l i t a t i n g  mechanism t o  a t t r a c t  proposals from Indonesian 
en t repreneurs ,  t o  a s s i s t  them i n  shaping t h e i r  i deas  i n t o  v i a b l e  
p ro j ec t s ,  and t o  he lp  them seek ou t  equ i ty  par tners .  It provides 
entrepreneurs  o u t s i d e  of major metropol i tan c e n t e r s  and enclave 
a r e a s  wi th  a means of g e t t i n g  a hearing before  p o t e n t i a l  i nves to r s .  
And i n  a s s i s t i n g  U.S. i nves to r s ,  i t  provides a n  opportuni ty f o r  U.S. 
c a p i t a l ,  technology and management s k i l l s  t o  con t r ibu te  t o  t h e  
growth of Indonesia 's  p r i v a t e  s ec to r .  I n  s e l e c t i n g  p ro j ec t s  and 
a s s i s t i n g  Indonesian en t repreneurs ,  the  f a c i l i t a t i n g  consul tan ts  - 
w i l l  concentrate  on those p ro j ec t s  l i k e l y  t o  have t h e  g r e a t e s t  
development impact. Their  scope of work w i l l  o u t l i n e  c r i t e r i a  by 
which p ro j ec t s  should be se l ec t ed .  - 

The management s tudy  program allows A I D  t o  a c t  a s  a  c a t a l y s t ,  
spending a  minimum amount of money t o  encourage p r iva t e  companies t o  
provide short-term q u a l i t y  t r a i n i n g  t o  mid-level and top-level 
execut ives .  A g r e a t e r  pool of t ra ined  managers i n  Indonesia should 
not  only permit a more e f f i c i e n t  use  of p r i v a t e  c a p i t a l  but should 
in t roduce  new management techniques, inc luding  i n d u s t r i a l  r e l a t i o n s  
t r a i n i n g  t h a t  b e n e f i t  workers d i r e c t l y .  The a i m  of t h e  p ro j ec t  i s  
not  on ly  t o  produce more managers, g r e a t e r  e f f i c i e n c y  and more jobs,  
but more respons ib le  management and b e t t e r  workplace condi t ions  as L 
well .  

P a r t i c i p a n t s  i n  t h e  p r o j e c t ,  once they have returned t o  Indonesia ,  
w i l l  be encouraged t o  j o in  an  alumni body. The alumni body w i l l  
provide a forum f o r  workshops and d iscuss ion  of management s t y l e  and 
approaches and w i l l  s e rve  t o  t ie  pas t  p a r t i c i p a n t s  t o  a n  ongoing 
business  s cho la r sh ip  program. The hope i s  t o  bu i ld  a  community of 

- execut ives  i n t e r e s t e d  i n  business t r a i n i n g  which w i l l  be suppor t ive  
of f u r t h e r  e f f o r t s  i n  p a r t i c i p a n t  t r a i n i n g ,  a  scholarsh ip  program 
f o r  s tudy abroad and t h e  establ ishment  of a business  t r a i n i n g  
i n s t i t u t i o n  i n  Indonesia.  

The s p e c i a l  s t u d i e s  provide the  Government of Indonesia an  

--- 
opportuni ty t o  review cu r ren t  p r a t i c e s  a f f e c t i n g  p r iva t e  s e c t o r  ----.--. ----- - &2VEIBpiiiefif- XiiT €ij-T~~€Ii~-gToiifindd ~orrtxfij~r~c~3~rig-Ps~thaf -3IlTimpr ove 
the  e f f i c i e n c y  of t he  c a p i t a l  market i n  l i n e  with i t s  ow - 

development objec t ives .  





Part IV. Financial Plan 

A. Source o f  Funds 



F i n a n c i a l  P l a n  
Table  1 

R e l a t i o n s h i p  between P r o j e c t  Outputs and I n p u t s  
($000 

A I D  - Outpul TOTAL 

5  b u s i n e s s  people  t r a i n e d  500 1 ,300 ( l o a n )  
100 ( d i r e c t )  

p r o f i l e s  f o r  BKPM 360 

( c o s t s )  

180 

0  p r o f i l e s  f o r  Indones ian  En t repreneurs  900 - 

0  i n t r o d u c t o r y  programs f o r  U.S. f i r m s  690 - 

a i n i n g  f o r  BKPM S t a f f  

n t u r e  C a p i t a l  Study (AID/PRE r e s p o n s i b i l i t y )  - - 

c l a v e  Minimizat ion Study and 
s u l t a n t  S e r v i c e s  

p i t a 1  Market Study (AID/PRE r e s p o n s i b i l i t y )  - - 

rvey o f  U.S. f i r m s  1 0  5  

vestment P o l i c y  Tour 25 - 

h e r  S t u d i e s  and c o n s u l t a n c i e s  665 70 

TOTAL 
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Part V. 
- - - Implementation Plan 

A. Institutional Arrangement : 
- 

1. The Interministerial Committee 
m - The project will be implemented under the guidance of an - 

interministerial steering committee. The Director General of 
Domestic Monetary Affairs will chair the Committee and make 
periodic reports to the Vice Chairman of BAPPENAS and USAID as 
to progress and problems. Other members of the Committee will 
include the Deputy Chairman of the BIQM, the Special Assistant 
to the Minister of Agriculture, the Director General of 
Miscellaneous Industry, and the Special Assistant to the 
Minister of Research and Technology. Representatives of the 
U.S. and Indonesian Chamber 02 Commerce will provide advice to 
this committee on a daily basis. The project will be 
administrated on a daily basis by the Director of Financial 
Institutions of the Ministry of Finance and the Deputy Chairman 
of the BKPM. 

2. The Role of the Ministry of Finance 

The Ministry of Finance will administer two components of the 
.- project; (a) The Advance and Middle-Management Training and (b) 

the Special Studies and Consultants services. 

For the Advanced and Middle-Management Training component, the 
Director of Financial Institution, MOF will have the 
responsibility for the final approval of the Indonesian 
participants. A committee composed of executives from 
Indonesian and U.S. business organizations will identify, screen 
and propose the candidates. The administrative arrangements, 
including the identification of appropriate programs, 

- universities, testing and placing of the participants will be 
handled by a USAID contract with an appropriate U.S. entity. 

The approval authority for the Special Studies and Consulting 
Services component of the project will also be the 
responsibility of the Director of Financial Institutions, MOF. 
Any member of the interministerial project steering committee 

- can propose that an appropriate study be conducred,or request 
consulting services that are in accordance with the project 
purpose. For example, the Director General of Miscellaneous 
Industry may request two or three consultants to help local 

-- -&&tflf*f i t e r e % 3 e - - t l t & r - - ~ ~ c ~  

- - - -  - - 

manufacturing of components for automobiles, TV's or 
motorbikes. After-the approval is-received the GO1 Department 

- 

concerned will have the responsibility for execution of that 
particular study or consultancy. 



- 

- 
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3. BKPM's Spec ia l  Role 

Because of i t s  key r o l e  i n  guiding investment i n  Indonesia,  - 
t h e  BKPM i s  a  major a c t o r  i n  t h e  p r i v a t e  s e c t o r  p ro j ec t .  BK?M 
bears  t h e  respons ib i l iLy  f o r  promoting p r i v a t e  s e c t o r  
e n t e r p r i s e ,  both l o c a l  and fore ign .  BKPM funct ions  under t h e  
guidance of  BAPPENAS t h e  s t a t e  planning agency, and has  e i g h t  
major du t i e s :  

t o  prepare investment p o l i c i e s  and plans; 

t o  formulate investment p r i o r i t i e s  and t o  communicate 
them t o  inves to r s ;  

t o  develop promotion programs needed t o  a t t r a c t  requi red  
investment;  

t o  formulate  t h e  range of i ncen t ives  and f a c i l i t i e s  
needed t o  a t t r a c t  t h e  required investment;  

t o  review investment app l i ca t ions  - t o  ensure they meet 
a l l  requirements and t o  a s s e s s  t h e i r  f e a s i b i l i t y ;  

t o  g r a n t  i ncen t ives  and f a c i l i t i e s ;  

t o  i s s u e  permits and l i cences ;  

t o  superv ise  and c o n t r o l  t h e  implementation of  p r o j e c t s ,  
inc luding  the  handling of amendments t o  p r o j e c t s ;  

Of c r i t i c a l  importance t o  fo re ign  and l o c a l  i nves to r  a l i k e  is 
BKPM's r e s p o n s i b i l i t y  t o  i s s u e  annual ly a n  Investment P r i o r i t y  
L i s t  (Daftar  Skala P r i o r i t a s ,  DSP), which ranks ind iv idua l  
i n d u s t r i e s  by p r i o r i t y ,  spec i fy ing  those t o  be most encouraged 
and t o  rece ive  a  f u l l  range of i ncen t ives ,  those t o  r ece ive  a  - 
l e s s e r  range of i ncen t ives ,  those t o  r ece ive ,no  incen t ives ,  and 
those  closed t o  fo re ign  p r i v a t e  s ec to r  investment a l t o g e t h e r .  
This l i s t  i s  a v a i l a b l e  i n  both Indonesian and English and i s  - 
meant t o  s e rve  a s  a  guide t o  l i n k  p r i v a t e  s ec to r  a c t i v i t y  t o  
Indonesia 's  development ob jec t ives .  

Because of BKPM's v i r a l  r o l e  i n  spur r ing  economic growth, t h e  
- G O 1  i s  seeking means t o  s t rengthen  i t ' s  capacity:' The G O 1  and 
BKPM r e c e n t l y  have focused p a r t i c u l a r l y  on t echn ica l  a s s i s t a n c e  
i n  t h e  prepara t ion  of p r o j e c t  p r o f i l e s .  These p r o j e c t  p r o f i l e s  
provide p o t e n t i a l  i n v e s t o r s  with background t o  t he  DSP. They 

- --- 
a P  ~ * ~ ~ ~ f i W S 4 f ~ ~ s  --.-- 

-- - -- - - - - - -  - expressed i n t e r e s t  i n  a  s p e c i f i c  a c t i v i t y  on the  DSP. -- - 

~oncur%nt ly ,  t h e y  provide s t i m u l u s  t o  a n - i n v e s t o r w i  t h  c a p i t a l ,  - 

who i s  interested i n  Indonesia ,  bu t  who has  no s p e c i f i c  p ro j ec t  
i n  mind. 

- 
l) 

- - 
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BKPM's r e s p o n s i b i l i t i e s  make i t  a n  i n t e g r a l  p a r t  of  t he  

p r i v a t e  s e c t o r  p ro j ec t .  It is woven i n t o  the  p r o j e c t ' s  s e v e r a l  
component p a r t s .  BKPM personnel  w i l l  r e ce ive  s p e c i a l  t r a in ing .  
See page 22 above. 

Three f a c i l i t a t i n g  i n s t i t u t i o n s  i n  Indonesia  s e l e c t e d  t o  
a s s i s t  U.S. i n v e s t o r s  and i d e n t i f y  Indonesian en t repreneurs  and 
p r o j e c t s  w i l l  be p r i n c i p a l l y  r e spons ib l e  t o  BKPM, a l though a s  
f a c i l i t a t o r s  they w i l l  cont inue t o  ope ra t e  from t h e i r  r egu la r  
o f f i c e s .  BKPM w i l l  be a p r i n c i p a l  source of r e f e r r a l  f o r  t h e  
p o t e n t i a l  i n v e s t o r s ,  l o c a l  and fo re ign .  

A t  t h i s  s t a g e ,  one important and experimental a spec t  o f ,  and 
r a t i o n a l e  f o r ,  t h e  p r i v a t e  s e c t o r  p r o j e c t  i s  t h e  pragmatic 
marketing by BWM of investment oppor tun i t i e s  i n  Indonesia.  I n  

- 
concre te  terms, l o c a l  and fo re ign  i n v e s t o r s  must be made aware 
of BKPM's p r o j e c t  p r o f i l e s  as they become ava i l ab l e .  For 

I c e r t a i n  i n v e s t o r s  p ro j ec t  p r o f i l e s  w i l l  r e q u i r e  explana t ion  and 
c l a r i f i c a t i o n .  For i n v e s t o r s  who a r e  about  t o  commit resources ,  
the  p r o j e c t  p r o f i l e s  w i l l  r e q u i r e  t a i l o r i n g  t o  p a r t i c u l a r  
circumstances.  Fur ther ,  and i n  most i n s t ances ,  custom t a i l o r i n g  - 
w i l l  be requi red  t o  match the  p o t e n t i a l  en t repreneur  and h i s  

- range of  s k i l l s  t o  a p a r t i c u l a r  p ro j ec t .  The very high f a i l u r e  
r a t e  of  new ventures  worldwide, stems from a n  i n s u f f i c i e n t  
app rec i a t i on  of  the  t o t a l  spectrum of a p r o f i t a b l e  e n t e r p r i s e .  
For example, a h igh ly  s k i l l e d  engineer  wi th  a well-designed 
product f o r  which t h e r e  i s  a demand may pay i n s u f f i c i e n t  heed t o  
d i s t r i b u t i o n  channels o r  working c a p i t a l .  It i s  a well-known 
business  s t o r y  t h a t  bus iness  o f t e n  become a v i c t i m  of  i t s  own 
success.  The f a c i l i t a t i n g  i n s t i t u t i o n s  funded under t h e  p r o j e c t  
w i l l  h e l p  avoid t h i s  p o s s i b i l i t y  by se rv ing  as a n a t u r a l  
ex tens ion  t o  t h e  BKPM, complementing i t s  work wi th  more d e t a i l e d  
s t u d i e s  of  investment p o s s i b i l i t i e s .  

From the  perspec t ive  of the fo re ign  inves to r  t h i s  i s  equa l ly  - 

t h e  case.  BKPM, no more than  the  Foreign Commercial Serv ice  of  
t he  U.S., cannot s e rve  a s  a permanent "handholder" t o  a 
p o t e n t i a l  U.S. i nves to r .  BKPM w i l l ,  of course,  remain, t h e  
major po in t  of con tac t  both i n i t i a l l y  and a t  t h e  time t h e  
p r o j e c t  i s  approved. I n  t h e  i n t e r im ,  during t h e  decision-making 
s t a g e  and project-formulat ion s t a g e ,  t he  U.S. i n v e s t o r  needs 
a s o i s t a n c e  t h a t  f a l l s  ou t s ide  both t h e  scope of BKPM and U.S. 
government sources .  It i s  t h i s  gap which t h e  f a c i l i t a t i n g  
consu l t an t s  a r e  expected t o  address .  

Thus, t h i s  p ro j ec t  a t tempts  t o  extend the  s t r e n g t h  and 
-- . - ----- oitpae&€.y- oE-tk--?3KPK---Et-&so-a t teapta-to-eptim&tz-t+- ----- 

t e chn ica l  a s s i s t a n c e  of o t h e r  donors--par t icular ly  i n  t h e  
- -  - 

i s t r i b u t i o n  and t a i l o r i n g  of  p r o j e c t  p r o f i l e s .  
- --- 

The flow of t he  p ro j ec t  should be viewed from two perspec t ives .  
For example, t he  Indonesian businessman n o t i c e s  b a l l  bear ings %re  on 
the  BKPM p r i o r i t y  l i s t .  He con tac t s  one of the  f a c i l i t a t i n g  f i rms  
which a s s i s t s  him f r e e  of  charge i n  preparing a p r o j e c t  p r o f i l e .  

I 
- - 
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H e  then f e e l s  conf ident  i n  the  f i rms  investment promotion s e r v i c e s  
and places  i t  on r e t a i n e r .  Together, they v i s i t  a l o c a l  ven ture  
c a p i t a l  f i rm  wi th  a d r a f t  proposal f o r  prel iminary d i s cus s ions .  
Ten ta t i ve  approval  is  given,  sub j ec t  t o  l o c a t i n g  a joint-venture  - 
pa r tne r .  The consu l t an t  w i l l  a s s i s t  i n  t he  s ea rch  f o r  a pos s ib l e  
U.S. par tner .  The poss ib l e  U.S. pa r tne r  w i l l  review t h e  p r o j e c t  and 
v i s i t  Indonesia a t  h i s  own expense. Together they  meet with t h e  
venture  c a p i t a l  f i rm which provides  e q u i t y  t o  t h e  Indonesia 
en t repreneur .  Together w i th  t he  U.S. f i rm,  probably us ing  t h e  
f a c i l i t a t i n g  consu l t an t ,  t h e  j o i n t  venture  goes through t h e  
Indonesian approval process .  

Looking a t  t h e  p r o j e c t  from a d i f f e r e n t  perspec t ive ,  an  American 
i n v e s t o r  expresses  i n t e r e s t  i n  s e t t i n g  up a j o i n t  venture  i n  Aceh t o  
manufacture a g r i c u l t u r a l  equipment--currently imported from 
Singapore--for s a l e  t o  Acehnese farmers.  The Minis te r  of 
Adminis t ra t ive Reform, t r a v e l l i n g  on a t r a d e  mission t o  t he  United 
S t a t e s ,  w i l l  d i s t r i b u t e  BKPM p ro j ec t  p r o f i l e s  a s  prepared by t h e  
consul tan t  and i s  a b l e  t o  i n t e r e s t  a U.S. manufacturer of 
a g r i c u l t u r a l  equipment t o  come t o  Indonesia.  O r  a n  a g r i c u l t u r a l  
equipment manufacturer may a r r i v e  i n  J a k a r t a  on h i s  own t o  explore  
t he  market with the  U.S. Embassy Commercial Sec t ion  o r  AmCham . I n  - 
e i t h e r  case ,  the  manufacturer i s  r e f e r r e d  t o  t he  f a c i l i t a t i n g  f i rms ,  
one of which provides  t he  company wi th  a p r o f i l e  of  the  a g r i c u l t u r a l  
equipment market, sugges t s  p o t e n t i a l  joint-venture  pa r tne r s  i n  Aceh 
and expla ins  t he  procedures necessary t o  e s t a b l i s h  a joint-venture  
operat ion.  The p o t e n t i a l  par tner  may be a s t a t e  e n t e r p r i s e  a s  w e l l  
a s  a p r iva t e  company. A I D  would f inance  t h i s  i n t roduc t ion  t o  t he  
market i n  Indonesia;  t he  company would have t o  make a dec i s ion  on 
i t s  own, fol lowing the  i n t roduc t ion ,  a s  t o  whether i t  wished t o  
pursue t h e  venture .  

A I D  w i l l  provide up t o  $225,000 per year  per consul t ing  f i rm.  
The G O 1  w i l l  a l s o  provide a s s i s t a n c e  i n  kind. The c o s t s  w i l l  cover 
in t roduc tory  s e r v i c e s  f o r  U.S. companies and p r o j e c t  p r o f i l e s  f o r  
Indonesian en t repreneurs ,  and w i l l  provide some funds f o r  t r a v e l  by 
f i rm r ep re sen t a t i ve s  t o  the  United S t a t e s  t o  fol low up on poss ib l e  - 
i nves to r s .  

The G O 1  and A I D  w i l l  review the  performance of t he  consul t ing  
f i rms  a t  the end of one year  and eva lua t e  t h e i r  a c t i v i t i e s ,  looking 
s p e c i f i c a l l y  a t  t he  number of  U.S. companies a s s i s t e d ,  t he  number of 
p ro j ec t s  submitted by Indonesian en t repreneurs ,  the  number of 
p r o j e c t s  screened,  packaged, and promoted, and, most important ly ,  
t he  s t a t u s  of any p r o j e c t s  developed through the  f a c i l i t a t i o n  
excerc i se .  

- - - -- -- - -.-. -- - -- -.- - . .-.-.- - --- I n l  ts- Re~uef-J?or pro- -@Qps) .-& v w d u a  6-+* -- -- .--- 
f i rms  f o r  t he  p r o j e c t ,  BKPM and A I D  would spec i fy  t he  p r o j e c t ' s  
ob j ec t i ves  and o u t l i n e  the  bas i c  r e s p o n s i b i l i t i e s  i t  expec ts  t he  - f a c i l i t a t i n g  f i rms t o  assume. It would l eave  t o  t he  i nd iv idua l  

- f i rms  the  explana t ion  a s  t o  how they plan t o  ca r ry  o u t  those 
r e s p o n s i b i l i t i e s  i n  a fash ion  t h a t  w i l l  f u l f i l l  the  p r o j e c t ' s  

- 

- 



- 

- - 37 - - 
- 

ob jec t ives .  Thus, t h e  RFP w i l l  exp la in  t h a t  the  f a c i l i t a t i n g  f i rm  
i s  t o  ( a )  work with BKPM i n  t h e  prepara t ion  of  p r o j e c t  p r o f i l e s  (b) 
t o  i d e n t i f y  Indonesian en t repreneurs  and a s s i s t  them prepare p ro j ec t  
p r o f i l e s ,  ( c )  t o  f a c i l i t a t e  e n t r y  f o r  U.S. companies i n t e r e s t e d  i n  
i nves t i ng  i n  Indonesia and (d)  t o  f a c i l i t a t e  a  l i n k  between t h e  
two. It w i l l  be l e f t  t o  t h e  f a c i l i t a t i n g  f i rm  t o  o u t l i n e  how i t  
proposes t o  s o l i c i t  p r o j e c t s  from Indonesians,  t he  sc reen ing  process 
i t  w i l l  e s t a b l i s h ,  t h e  foilow-up c a p a b i l i t i e s  i t  has  i n  t h e  United 
S t a t e s ,  t he  knowledge, experience and e x p e r t i s e  i t  has  i n  Indonesia 
which w i l l  a l low i t  t o  f a c i l i t a t e  i n t roduc t ions  f o r  American 
inves to r s .  It is poss ib le  t h a t  i n  s e l e c t i n g  t h r e e  s e p a r a t e  f i rms  t o  
se rve  as f a c i l i t a t o r s ,  t h e  p r o j e c t  w i l l  a l s o  be t e s t i n g  t h r e e  
d i f f e r e n t  approaches t o  performing the  same funct ion.  

C r i t e r i a :  The review of t h e  f a c i l i t a t i n g  f i rms  a f t e r  t h e  f i r s t  
year  must eva lua te  t h e i r  performance i n  t he  terms of  t h e  scope of 
work, bu t ,  above a l l ,  must eva lua t e  the  impact of t h e  p r o j e c t  
i t s e l f .  The p r iva t e  s e c t o r  p ro j ec t  i s  an exp lo ra to ry  e f f o r t  t o  
develop a n  approach toward a s s i s t i n g  p r i v a t e  s e c t o r  development. 
The f i rms  should be a b l e  t o  uncover a  number of s o l i d  investment 
oppor tun i t i e s  by the  end of t h e  f i r s t  year  of  t h e  p r o j e c t .  I f  they 
have n o t ,  A I D  must be a b l e  and w i l l i n g  t o  make necessary  changes i n  
t h e  consu l t an t s  c o n t r a c t s  inc lud ing  terminat ion.  It may a l s o  
develop, f o r  example, t h a t  t h e  p r i n c i p a l  c o n s t r a i n t  on U.S. 
investment i s  no t  a  l a c k  of U.S. company understanding of  business  
procedures o r  oppor tun i t i e s  i n  Indonesia ,  but  r a t h e r  an  i n a b i l i t y  of 
U.S. companies t o  r e a c t  qu ick ly  t o  oppor tun i t i e s  t h a t  a r e  
i d e n t i f i e d .  In such a  ca se ,  A I D  might wish t o  r e o r i e n t  t h e  p ro j ec t  
t o  focus on l i nk ing  Indonesian en t repreneurs  with indigeneous 
sources  of c a p i t a l  o r  on develop methods t o  improve the  
response-time from U.S. companies. 

In  a r r i v i n g  a t  a  dec i s ion  t o  employ th ree  f i rms  t o  a s s i s t  U.S. 
companies i n  t he  e a r l y  s t a g e s  of t h e i r  review of investment 
oppor tun i t i e s  i n  Indonesia and t o  he lp  i d e n t i f y  l o c a l  oppor tun i t i e s  
and en t repreneurs ,  A I D  considered a l t e r n a t i v e  approaches t o  p ro j ec t  
i d e n t i f i c a t i o n  and l i nkages  between American i n v e s t o r s  and 
Indonesian entrepreneurs .  Ul t imate ly ,  i t  r e j e c t e d  t h e  i d e a  t h a t  A I D  
should h e l p  f inance  i nd iv idua l  f e a s i b i l i t y  s tud i e s .  There i s  - 

i n s u f f i c i e n t  evidence t h a t  a  l a c k  of f e a s i b i l i t y  s t u d i e s  o r  
i n a b i l i t y  o r  unwil l ingness  of American inves to r s  t o  conduct 

c 

f e a s i b i l i t y  s t u d i e s  on t h e i r  own is  an over r id ing  c o n s t r a i n t  on 
American investment i n  Indonesia.  F ina l ly ,  A I D  was concerned t h a t  
i t  would be d i f f i c u l t  t o  a s su re  adequate competi t ion i n  the  process 
of s e l e c t i n g  companies f o r  p a r t i c i p a t i o n  i n  d e f i n i t i o n a l  missions o r  
f o r  f e a s i b i l i t y  s t u d i e s .  F e a s i b i l i t y  s t u d i e s ,  once p r o j e c t s  have 
been i d e n t i f i e d ,  may be handled by TDP and OPIC. 

-. -. -- " - - , - -. - . .. - - - --- - --- - - -. - --. --- 
A I D  considered suggest ing the  use  of a  s i n g l e  f a c i l i t a t i n g  f i rm  t o  
perform the  i n t roduc to ry  s e r v i c e s  and t o  sc reen  e n t r e p r e n e u r i a l  
i deas ,  bu t  decided t h a t  by us ing  th ree  f i rms ,  i t  could c r e a t e  a 
competi t ive s i t u a t i o n  l i k e l y  t o  i nc rease  the  performance of - 
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i nd iv idua l  f i rms.  The p ro j ec t  o f f e r s  n a t u r a l  i ncen t ives  t o  
p a r t i c i p a t i n g  firms. Each r e f e r r a l  of a n  American company f o r  
i n i t i a l  a s s i s t a n c e  is  a p o t e n t i a l  long-term c l i e n t ,  each p ro j ec t  idea  
presented t o  a f i rm  from t h e  Indonesia s i d e  i s  a p o t e n t i a l  invesment 
oppor tuni ty  which may be a t t r a c t i v e  t o  a new c l i e n t .  A I D  assumes 
t h a t  a number o f  t h e  proposals submitted by en t repreneurs  f o r  
cons idera t ion  may be u n r e a l i s t i c ,  bu t  expects  t h a t  the  f a c i l i t a t i n g  
f i rms  w i l l  be a b l e  t o  s e l e c t  s e v e r a l  during t h e  course of t he  year  
which have s o l i d  investment p o t e n t i a l  and can a s s i s t  t h e  
en t repreneurs  i n  packaging t h e i r  ideas .  A t  a minimum, en t repreneurs  
w i l l  be a s s i s t e d  with advice on how t o  s t r u c t u r e  t h e i r  i deas  i n  a 
business- l ike fashion.  I f  succes s fu l ,  t h e  p ro j ec t  w i l l  f a c i l i t a t e  
joint-venture p o s s i b i l i t i e s  between U.S. i nves to r s  and Indonesian 
en t repreneurs  a s  wel l .  

C r i t e r i a  f o r  s e l e c t i o n  of f a c i l i t a t i n g  i n s t i t u t i o n s :  The 
normal eva lua t ion  c r i t e r i a  prescr ibed by USAID should be appl ied  by 
BKPM i n  t h e  s e l e c t i o n  of consul tan ts .  USAID regu la t ions  should be 
followed i n  t e r n s  of payments and reimbursements. 

Elore s p e c i f i c a l l y ,  the  overiding f a c t o r  i n  t he  s e l e c t i o n  procedure 
should be a c l e a r l y  demonstrated knowledge of the  Indonesian 
economic environment, p a r t i c u l a r l y  t h e  r u r a l  economy, 
inter-governmental l inkages ,  r e a l i s t i c  g e s t a t i o n  periods wi th in  the  
economy, typ ica  c o n s t r a i n t s  and bottle-necks. Fur ther ,  i t  w i l l  be 
c r i t i c a l  t h a t  t he  f a c i l i t a t o r  be a b l e  t o  demonstrate a proven - 
knowledge of t h e  workings of t he  G O 1  regula tory  and admin i s t r a t i ve  m 

system, and t h a t  he  provide a sound b a s i s  f o r  judging t h a t  he  has  
t he  a b i l i t y  t o  work wi th in  t h e  system t o  f a c i l i t a t e  investments and 
t o  screen  approved investment oppor tun i t i e s  which have an economic 
r e  turn. 

The f a c i l i t a t o r s  w i l l  need t o  be a b l e  t o  judge accu ra t e ly  p o t e n t i a l  
investments i n  Indonesian ventures  and t h e  a b i l i t y  and needs of 
Indonesian entrepreneurs .  Unless a n  entrepreneur  has  a proven t r a c k  
record,  such judgments w i l l  be l a r g e l y  sub jec t ive  and should be 
recognized a s  such. It is  f o r  t h i s  reason t h a t  a c e i l i n g  has  been 
placed on the  subsidized f a c i l i t a t i n g  se rv i ces  both t o  Indonesian 

- - and U.S. entrepreneurs .  Nevertheless,  e s p e c i a l l y  i n  a p r i v a t e  - s e c t o r  o r i en t ed  pro jec t  t he  f a c i l i t s t o r s  should be aware t h a t  a - determinant of  con t r ac t  extensions w i l l  depend upon performance, . 
which w i l l  be judged by BKPM wi th  USAID a s s i s t a n c e  p r i n c i p a l l y  on 
t h e  grounds of c l i e n t s  handled, p r o j e c t s  compatible with t h e  GO1 
development ob jec t ives ,  c l i e n t s  deciding t o  pay f o r  f u r t h e r  work by 

s the  f a c i l i t a t o r s ,  and p r o j e c t s  brought t o  f r u i t i o n .  

The f a c i l i t a t o r s '  i n t ima te  knowledge of the  Indonesian economic 
- ---. -. - - . - - .  - - A  -- - . . scefte t ; ~ ~ s g  & - s w w & - - b y - a -  a l ; r & a - k R e w ; L - e B g e - & - g & - v s  .-------------.-.--- - 

economy, macro and micro, and a b i l i t y  t o  generate  v i ab le  
oint-venture par tners  f o r  l o c a l  cons idera t ion .  The f a c i l i t a t o r  - 

- ill have the  opportuni ty t o  "plug i n t o "  e x i s t i n g  da t a  bases i n  t h e  
- 

U-S. and Indonesia ,  but he should a l s o  be a b l e  t o  demonstrate a 
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knowledge of what "data bases" e x i s t ,  how he would use them, t h e  
con tac t s  he has  i n  t h e  United S t a t e s  and t h e  formal and informal  
a s soc i a t ions  he has  t he re .  

The f a c i l i t a t o r  should a l s o  present  a "marketing plan" of h i s  
s e rv i ces  i n  Indonesia and i n  t he  U.S. For i n s t ance ,  how would he ,  
employ U.S. t r a d e  a s soc i a t ions?  How w i l l  he  market h i s  s e rv i ces  t o  
r u r a l  Indonesia? . 
The f a c i l i t a t o r  should a l s o  demonstrate an  a b i l i t y  t o  work with U.S. 
entrepreneurs  and corpora te  r ep re sen ta t ives .  I d e n t i c a l  screening 
c r i t e r i a  must be appl ied  t o  p o t e n t i a l  U.S. i nves to r s .  I n  t h i s  
contex t  t h e  f a c i l i t a t o r  should show how he would genera te  Indonesian 
joint-venture opt ions  and par tners  f o r  U.S. i nves to r  considerat ion.  

The f a c i l i t a t o r s  should a l s o  show a demonstrated knowledge of t he  
Indonesian f i n a n c i a l  community and regula t ions .  Rapid change is 
occurr ing,  and t h e  f a c i l i t a t o r s  should be a b l e  t o  a v a i l  t h e i r  
c l i e n t s  of t h i s  change and development 

C r i t e r i a  f o r  s e l e c t i o n  of a c t i v i t i e s  by f a c i l i t a t i n g  
i n s t i t u t i o n s :  The prime c r i t e r i a  f o r  s e l e c t i o n  of a c t i v i t i e s  
by the  f a c i l i t a t i n g  i n s t i t u t i o n s  emerge f r o n  the  development 
ob jec t ives  of  t h e  Government of Indonesia.  

To quote from the  Third Plan (Repel i ta  - 111, 197911980-198311984), 
t he  ob jec t ives  a r e :  

"1. t o  enhance t h e  standard of l i v i n g ,  i n t e l l i g e n c e  and more 
even and j u s t  d i s t r i b u t i o n  of wel fare  f o r  a l l  people; 

2 -  t o  l a y  a s t rong  foundation f o r  t he  succeeding development 
s tages .  

"On t h e  b a s i s  of t h e  above p r inc ip l e s  and s t rong ly  adhering t o  - 

- t he  guidance given,  i n  t he  Third Plan, development w i l l  be 

continued based on t h e  following aims of t h e  Development 
Tri logy : 

4 "1. A more even spreading of development and i t s  r e s u l t s  t h a t  
w i l l  l ead  t o  t h e  c r ea t ion  of s o c i a l  wel fa re  f o r  the  e n t i r e  
people; 

2 .  A s u f f i c i e n t l y  high economic growth; 

3 .  A sound and dynamic na t iona l  s t a b i l i t y . "  

- --  ----- *-- --- ---- - ----------- -.--------- - -- ---*--------- .--- - - 
In  screening a c t i v i t i e s  from a micro-economic perspec t ive ,  t h e  - 
E a c i l i t a t i n g  i n s t i t u t i o n s  should keep i n  mind the  p r inc ip l e s  s t a t e d -  - 

i n  t h e  Third Plan: 

"1. The even-d is t r ibu t ion  of the supply of bas i c  needs f o r  t h e  
people e s p e c i a l l y  food, c lo th ing  and housing; 
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2. The even-distribution of educational opportunities and - 
health services; 

3. The even-distribution of income sharing; - 

4. The even-distribution of employment opportunities; 

5 .  The even-distribution of business opportunities; 

6. The even-distribution of participation in development, in . 
particular for the younger generation and women; 

7. The even-distribution of the development to be spread all 
over Indonesia; 

8. The even-distribution of the opportunity to obtain 
justice. " 

As a guide to investment opportunities emerging from these 
principles, the facilitators should begin with the BKPM priority 
list. The facilitators should consider favorably as well 
expressions of interest in the service, construction, agriculture 
and other fields which conform to the above principles. 

From a micro-project perspective the facilitators should take 
the following factors into considerations: 

1. The project, if successful would make a significant 
contribution to the GOI's development effort. Projects should 
increase employment opportunities and incomes. They should not 
be labor displacing. Projects which generate significant 
employment in relation to resources invested, especially outside 
Jakarta should be given priority. 

2.  Ocher micro criteria should include: 

a -  The project whould assist private firms, Indonesian and 
U.S.  

be Capital cost per job directly created should be in the 
$5,000 to $25,000 range, and no more than $60,000 in 1981 h 

prices. 

c. To the extent identifyable, numbers and costs of jobs 
indirectly created, through linkages, should be given weight* 

d e  Judgement should also be made as to the proportion of 
- --- . "-- - - .- . - ~ p - e e s t s - f * - v p e k f  f ngr----------- 



3 .  Investment proposals  should i n d i c a t e  t he  proposed source  o f  
follow-on f inanc ing  p lus  t h e  p r o b a b i l i t y  and cond i t i ons  which 
must be m e t  i n  o rde r  t o  s ecu re  t h i s  f inancing.  The l i k e l i h o o d  
of t h e  commitment should be s t u d i e d  i n  d e t a i l .  

4. The est imated l e a d  t i m e  requi red  f o r  des ign  and 
implementation of a p r o j e c t  should be a f a c t o r  i n  ranking 
proposals .  Lead times beyond t h r e e  t o  f i v e  yea r s  should be 
s e r i o u s l y  questioned. 

For U.S. joint-ventures t h e  f a c i l i t a t o r s  should cons ider :  

1. The experience of t he  U.S. f i rm  opera t ing  i n  developing 
environments otTerseas o r  t he  demonstration of  a s t r o n g  p o t e n t i a l  
t o  move t h e  p ro j ec t  s u c c e s s f u l l y  i n  Indonesia should be a major 
f a c t o r  i n  t h e  ranking. 

2. The p r o j e c t  should n o t  produce a commodity f o r  expor t  which 
i s  l i k e l y  t o  be i n  s u r p l u s  on the  world market o r  w i l l  cause 
s u b s t a n t i a l  i n j u r y  t o  U.S. producers o r  l o s s  of  U.S. jobs. 

In  s e l e c t i n g  p r o j e c t s ,  the  f a c i l i t a t o r  should be aware t h a t  h i s  
judgement i n  sc reen ing  p r o j e c t  a p p l i c a t i o n s  and h i s  success  r a t i o  i n  
terms o f  "deals  c losed" w i l l  be c a r e f u l l y  monitored and eva lua ted ;  

- follow-on work f o r  t h e  f a c i l i t a t o r  by t h e  BKPM w i l l  depend on h i s  
performance. 

m 

B. The Implementation Plan and Schedule 

The implementation Plan is i temized i n  t he  following s e c t i o n  and is 
c o n s i s t e n t  wi th  t h e  components and agenc ies  l a i d  ou t  i n  t h e  s e c t i o n  
on i n s t i t u t i o n a l  framework. 

E s s e n t i a l l y ,  a f t e r  A I D  Washington approves t h e  p r o j e c t  which is 
est imated t o  be August 1, 1982 ( au tho r i za t i on )  t h e  p r o j e c t  agreement 
covering t h e  g ran t l l oan  elements should be signed i n  Indonesia  on 
August 30, 1982, s i n c e  the  Washington document w i l l  r ep re sen t  an 

- agreed-upon U.S. AID-GO1 pos i t ion .  

Request f o r  Proposals (RFP's) f o r  t he  two major consu l t i ng  c o n t r a c t s  
w i l l  be prepared and adve r t i s ed  a s  soon a s  Conditions Precedent t o  
Dispursement of the  A I D  Funds a r e  met which i s  es t imated  t o  be 
December 1, 1982 ( t h e  t echn ica l  a s s i s t a n c e  f o r  f a c i l i t a t i n g  j o i n t  
venture  cooperat ion and t h e  management t r a i n i n g  a s s i s t a n c e  
con t r ac t s .  These c o n t r a c t s  w i l l  be  awarded i n  Apr i l  1983. 

Implementation Schedule 

- - - - -  - - 1. - P r o j e c t  Authorized - by - - -  AIDIW - - - - - - - - Augus t -1, 1982 - -- 

2 -  P r o j e c t  Agreement s igned  wi th  GO1 August 30, 1982 

3 .  Conditions precedent met. December 1, 1982 

- 



4. RFP's i s sued  f o r  f a c i l i t a t i n g  f i rms  December 

5. RFP's i s s u e d  f o r  a n  a s s i s t a n c e  
i n s t i t u t i o n  t o  handle t h e  management 
t r a i n i n g  p r o g r w  December 

- 
6. P i o j e c t  Implementation Letter and Request 

f o r  DRA drawn up f o r  s p e c i a l  s t u d i e s  and 
consul t ing  s e r v i c e s  December 

7. Proposals rece ived  from f a c i l i t a t i n g  
f i rms  March 

8. Proposals rece ived  f o r  a s s i s t a n c e  
i n s t i t u t i o n  t o  handle management 
t r a i n i n g  March 

9. Contractors  Se lec ted  f o r  BKPM 
and MOF March 

10. Contracts  wi th  f a c i l i t a t i n g  f i rms  s igned  *Y 

11. Cont rac tors  begin work June 

12. End of  f i r s t  s p e c i a l  s t u d i e s .  
Review of venture  c a p i t a l ,  
p o s s i b i l i t i e s  June 

13. F i r s t  review of f a c i l i t a t i n g  f i rms '  - 

performance September 

14. F i r s t  Group of  management t r a i n e e s  
t e s t e d  J u l y  15, 1983 

15. Business committee and G O 1  s e l e c t s  f i r s t  
t r a i n e e s  August 1, 1983 

16. F i r s t  t r a i n e e s  t o  t he  United S t a t e s  September 1, 1983 

17. End of  f i r s t  year of f a c i l i t a t i n g  
f i rms.  Review of performance June 1, 1984 

18. F i n a l  review of p ro j ec t  June 1986 
- -- 

19. P ro j ec t  a c t i v i t y  completion d a t e  September 1986 

C. Conditions and Covenants 
- -.-------" --.------ - --- 

- - - - 1 .  I n i t i a l  Disbursement: - --- - - - - - - - - - - - - 

P r i o r  t o  i n i t i a l  disbursement under t h e  Grant o r  Loan AID w i l l  
r e q u i r e  t he  following: 

. - 



(a) The legal opinion of the GO1 Minister of Justice. 

(b) A statement of the names of the people authorized to 
represent the GO1 and a specimen signature of each. 

a.  

(c) Evidence that the GO1 will budget sufficient local 
currency to support the project . 

(d) Agreed upon activity selection criteria. 

(e) Evidence that the Supervisory Steering Committee has been 
created and has met to discuss the project. - 

2. Disbursement for Technical Services 

Prior to disbursement for technical services, the GO1 shall, 
except as AID may otherwise agree in writing, furnish in form and 
substance satisfactory to AID: 

- An executed contract with a technical services contractor 
acceptable to AID. 

3 .  Disbursement for management Training 

Prior to disbursement for mangement training, the GO1 shall, 
except as AID may otherwise agree in writing, furnish in form and 
substance satisfactory to AID: 

- Establishment of a loan fund and a selection committee. 
Special Convenants 

Project Evaluatiion 

The Parties agree to establish an evaluation program as part 
of the Project. Except as the Parties otherwise agree in 
writing, the program will include, during the implementation of 
the project and at one or more poins thereafter: 

(a) Evaluation of progress toward' attainment of the objectives 
of the Project ; 

(b) Identification and evaluation of problem areas or 
constraints which may inhibit such attainment; 

(c) Assessment of how such information may be used to help 
overcome such problems; 

critical measure of success, in the short run, is the number of 
- 

- 
- 
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pro j ec t  elements succes s fu l ly  completed and the  number of 
downstream, investments and/or increased  t r ade  which r e s u l t .  The 
responsiveness  of t h e  GO1 i n  providing i n p u t s  is a l s o  a c r i t i c a l  
measure both i n  terms of  p r i o r i t y  ass igned t o  t h e  a c t i v i t y  and 
a b i l i t y  of  t h e  p ro j ec t  t o  be responsive.  

Qua r t e r ly  con t r ac to r  r e p o r t s  and reconnaissance v i s i t s  r e p o r t s  
w i l l  be  t h e  prime means of monitoring t h e  progress  of  t h e  p r o j e c t .  
A t  t h e  PACD a s p e c i a l  eva lua t ion  team w i l l  organized, c o n s i s t i n g  of 
r e p r e s e n t a t i v e  of t he  JWG, t he  U.S. P r i v a t e  s e c t o r ,  and a h igh  l e v e l  
MOF, BKPM o f f i c i a l .  This  team w i l l  eva lua t e  t he  p r o j e c t  a g a i n s t  t h e  
t a r g e t s  set f o r t h  i n  t he  l o g i c a l  framework (Annex A). 
Recommendations involving from t h i s  eva lua t ion  (which should t ake  
between 2 - 3 weeks) w i l l  provide gu ide l ines  regarding f u t u r e  such 
a c t i v i t y .  The eva lua t ion  w i l l  be made a v a i l a b l e  t o  o t h e r  donors f o r  
t h e i r  examination. Any f u t u r e  U.S. i n p u t s  t o  a follow-on p r o j e c t  
w i l l  depend on t h e  end of  p ro j ec t  f i nd ings  of t he  eva lua t ion .  
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iUtUlARY OBJECTIVEL! VERIFIABLE INDICATORS tlEANS OF IHPORTANT ASSUHPTIOliS 
VERIFICATIOII - 

4. US technology is  d e s i r e d  by Indonesia  
and c a n  be adapted and t r a n s f e r r e d  through 
demons t ra t ions ,  t e s t s  e t c .  

3. That  American businessmen have been 
informed of  investment  and o t h e r  
opportut .J t ies  i n  Indonesia  and those  
who have come t o  Indonesia  t o  
i n v e s t i g a t e  them have been a s s l s t e d  i n  
g e t t i n g  e s t a b l i s h e d  i n  Indonesia .  

4. Ths t  a  number of  j o i n t  U.S.-Indo- 
n e r l a n  v e n t u r e s  have been i n i t i a t e d .  

5. That  e x i s t i n g  U . S .  s e r v i c e s  CO 

promote t r a d e  and investment  have been 
complemented and used more e f f e c t i v e l y  

- 6. That  investment  o p p o r t u n i t i e s  and 
t e c h n i c a l  a s s i s t a n c e  needs i n  a r e a s  
r e c e i v i n g  l a r g e  s c a l e  investment  have - been i d e n t i f i e d  and t h a t  t h e  p o t e n t i a l  
f o r  maximizing t h e  developmental 
b e n e f i t s  of  such investment  have been 
more c l e a r l y  de f ined .  

I 
7. T h s t  t h e  GO1 h a s  a d d i t i o n a l  
in fo rmat ion  on  t h e  c o n s t r a i n t s  and 
p o t e n t i a l  w i t h i n  its c a p i t a l  market, 
end t h a t  i t  b a s  s p e c i f i c  ev idence  of  
t h e  impact of  wider  mortgage, f a c t o r i n g ,  
c r e d i t  and f u t u r e s  markets  on  p r f v a t e  
s e c t o r  development. 

8. That  t h e  p o t e n t i a l  f o r  ven ture  
c a p i t a l  investment  i n  e n t e r p r i s e s  wi th  
a  development impact is more c l e a r l y  
de f ined .  t 

9. That  9KPH d a t a  base on  investment  
o p p o r t u n i t i e s  and p o t e n t i a l  i n v e s t o r s  
end its a b i l i t y  t o  d o  f e a s i b i l i t y  
e t u d i e s  and p r o j e c t  p r o f i l e s  a r e  
s t reng thened  and t h a t  a  q u a n t i t y  of  
new in format ion  is  a v a i l a b l e  f o r  use 
by bo th  Indonesian and b e r l c a n  business .  
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VERIFICATION 

f. 

I 

\ 

1 

llagnitude of Outputs: Means o f  Verif  .: Assumptions f o r  achiev!ng out puts^ 

1. Ute sending annua l ly  o f  up t o  1. The e x i s t e n c e '  1. The t r a i n i n g  of  Indonesian bus iness  
of  reconnaissance people i n  U.S. Business  Schools  w i l l  

C) 
35  mid-career and s e n i o r - l e v e l  
Indonesian e x e c u t i v e s  t o  t h e  r e p o r t s ,  and s t r e n g t h e n  t h e  Indonesian p r i v a t e  s e c t o r  

. \ United S t a t e s  f o r  bus iness  i n v e s t s e n t  and promote inc reaaed  commercial l inkages  @ 
t r a i n i n g .  a p p l i c a t i o n s .  between t h e  U.S. and Indonesia .  

2. 150 p r o f i l e s  of  investment  2. USAIDlCOI 2. U.S. f i r m s  w i l l  be w i l l i n g  t o  v i s i t  
v e r i f i c a t i o n  t h a t  Indonesia  t o  e x p l o r e  and review t h e  pro- 

0 
o p p o r t u a l t i s s  i n  Indonesia .  
i d e n t i f i e d  from proposa l s  submit- completed work j e c t  p r o f i l e s  prepared under t h e  p r o j e c t .  

, -4 t e d  by Indonesian en t repreneurs .  (S tud ies  and 
s e r v i c e s )  f u f i l l e d  3. The USC caq  c o o r d i n a t e  i t r  devel-  

e 
st- 3. 150 i n t r o d u c t o r y  programs f o r  f i n a l  payment . o p m e n t a l / c o m e r c i s l  programs i n  a  

*=$ nd American companies i n t e r e s t e d  i n  requirements .  manner t h t  w i l l  a s s i s t  t h e  Indonesian,  
i n v e s t i n g  i n  Indonesia .  -and U.S. p r i v a t e  s e c t o r s .  ? 

3. On s i t e  inspec- 

'7 ri- 4. S t u d i e s  of  c r e d i t  e q u i t y ,  t i o n s .  
b u t e  t o  ~ n d o n e e i s ' s  development t r a i n i n g  end investment  needs and 

9 
r e c e i v e  'tlsnd- 

I '4 a a s i s t s ~ c e .  

o p p o r t u n i t i e s  i n  Aceh end i n  a rena  4. El n l ! ~ a t i o n s .  ~ o l d i n g "  
l i k e l y  t o  r e c e i v e  l a r g e  s c a l e  for-  
e i g n  investment i n  t h e  near  f u t u r e .  5. Tra in ing  r e p o r t s  

9 
! of re tu rned .  p s r t i c -  

5. A s t u d y  o f  v e n t u r e  c a p i t a l  i n  pants .  
% a- 

r e  Indonesia  end t h e  p o s s i b i l i t y  
0 

1 o f  e s t a b l i s h i n g  a n  Equi ty  

1 tq 

i - 
I 

i 
I / 

I "  
! I 

i l l r  

r9 I 

L 
I 

(P 

I 

C) 

I 

C) 

r) 
-------- --.- - 

Development Fund. (AID/PRE) -+ (? 

6. A s t u d y  of c a p i t a l  market 
4 

development i n  Indonesia ,  focus- 
.ing on  t h e  problems o f  e n  

9 
Indonesisn p r i v a t e l y  h e l d  f i r m  
going p u b l l c  a s  w e l l  a s  on  
mortgage lending.  f a c t o r i n g  and 

* 
f u t u r e  market development. (AID/PRE) ' 
7. Surveys r a s u l t a  on  problems 

0 
f a c i n g  U.S. i n v e s t o r s .  

8. A f o r e i g n  investment  po l icy  t o u r  
of  r.ther c o u n t r i e e .  

9 .  30 p r o j e c t  p r o f i l e s  prepared 
* 

f o r  t h e  BKPH. 
9 

* 
a 

9 
*% I 

I 

I 

I I T - :  I I I . I l l  . -- _ .  . I .  

.--- 4 
. r . . I 

I 
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, 

I Implementation T a r g e t  Meana of  Verif  .: Aesumptiona f o r  p r o v i d i n g  
a 

(Type end q u a n t x :  i n p u t s t  

See  budget t a b l e  i n  t h e  Budget aubmlaeiona 1. COI and AID can  make budget 
a 

merit Tra in lug :  
m i l l i o n  g r a n t  t o  t h e  f i n a n c i a l  a n a l y a i a  of t h e  P r o j e c t  f i n a n c i a l  r e p o r t s ,  p r o v i r i o n  t o  suppor t  t h e  p r o j e c t  . 

7111. t o  work w i t h  KADIN Paper f o r  a  d e t a i l e d  breakdown of  c o n t r a c t s ,  i n  a  t imely  fash ion .  
c o n t r a c t o r  r e p o r t a ,  

a. 
Liah a  f d r  mid- i n p u t a  by q u a n t i t y ,  c o a t ,  and aource  
~d advanced management o f  f inanc ing .  + tc .  
a t  U.S. buaineas achoola 2. Adequate c o n s u l t a n t  c a p a b i l i t y  

is a v a i l a b l e  f o r  t e c h n i c a l  assistance @ 

F w i l l  e a t a b l i a h  a  $1.3 
Loan fund t'o f i n a n c e  up 
f t h e  t o t a l :  c o s t a  o f  
the  s t u d e n t s  t o  t h e  U.S. 
i i r e c t  a d m i n i s t r a t i v e  
e e s t i m a t e d  t o  be $100,000 

?, 
cur rency .  ' 

Lta t ing  investment  
* 

mil l ion  l o a n  t o  BKPH 
5 t h - f a c l l i t a t e  c o n t a c t  
Lntereeted ' h e r i c a a  

0 
B end 1"do"esian . . 
l eu ra  aeek ing  c a p i t a l  
gy o r  acceda t o  marketa: 

r! 
I 

~ c a l  cur rency  c o s t s  a r e  
d t o  be  t180.000 % @  

)r 
a 1  ~ t u d i e s  i n d  C o n a u l t i n ~  . - * 
G i l l i o n  l o i n  t o  cha n i n i a t r y  
ce  t o  conduct  a p e c i a l  
and provldd c o n s u l t i n g  

(? 

i n  accord(nce w i t h  t h e  I 

purpose. i r 
I w i l l  p rod ide  $200,000 
ur rency  e q u i v a l e n t  f o r  
y  c o a t s .  

a 

I 

0 



P r o j .  497-0329 - 

Private S e c t o r  Development 
E x p l o r a t o r y  P r o j e c t  

ANNEX B ,  P .  1 

- L i s t e d  b e l o v  a r e  s t a t u t o r y  
c r i t e r i a  a p p l i c a b l e  g e n e r a l l y  t o  
p r o j e c t s  under  t h e  EAA and p r o j e c t  
c r i t e r i - a  a p p l i c a b l e  t o  i n d i v i d u a l  
f u n 2 i n g  s o u r c e s  : Oevelopment 
A s s i s t a n c e  (wi th  a  subca tegory  f o r  
c r i t e r i a  a p p l i c a b l e  o n l y  t o  
l o a n s )  ; and Economic Support  Funds. 

I 

A. GENERAL C R I T E R I A  FOR P R O J E C T  - 
- 1. FY 1982 .4ppropriat ion - - 

A c t ;  Sec.  523;  FAA Sec. 
mq; Sec.  653 (b) .  

( a )  Desc r ibe  how A Congress ional  N o t i f i c a t i o n  w i l l  
a s t h o r i z i n g  and be, p repared  by AID/W ASIA/DP - 
ai3.propriat ions Commit, t e e s  b e f o r e  o b l i g a t i o n  o f  funds .  
o i  Sena te  and House have 
been o r  w i l l  b e  n o t i f i e d  
concerning t h e  p r o j e c t  ; 
(b) i s  a s s i s t a n c e  w i t h i n  
(Opera t i o n a l  Year Budget) 

1 

c o u n t r y  o r  i n t e r n a t i o n a l  
o r g a n i z a t i o n  a l l o c a t i o n  
r e p o r t e d  t o  Congress ( o r  
n o t  more t h e n  $1 m i l l i o n  
o v e r  t h a t  amount) ? 

- 

- 2. FAASec. 6 1 1 ( a ) ( l ) .  
p r i o r  t o  o b l i g a t i o n  i n  Yes. 
e x c e s s  o f  $100,000, w i l l  
t h e r e  b e  ( a )  e n g i n e e r i n g ,  
f i n a n c i a l  o t h e r  p l a n s  
n e c e s s a r y  t o  c a r r y  o u t  
t h e  a s s i s t a n c e  and (b)  a  - 

r e a s o n a b l y  f i r m  e s t i m a t e  
o f  t h e  c o s t  t o  t h e  U.S. 
o f  t h e  a s s i s t a n c e ?  

3.  FAASec. 611(a) (2) .  If 
i u r t h e r  l e g i s l a t i v e  No f u r t h e r  l e g i s l a t i v e  a c t i o n  i s  . a c t i o n  i s  r e q u i r e d  w i t h i n  r e q u i r e d .  

. - . - r e c i p i e n t  -country ,  what _ - - . .. - . . - .  - - 

i s  b a s i s  f o r  r e a s o n a b l e  
e x p e c t a t i o n  t h a t  such 
a c t i o n  w i l l  b e  completed 
i n  t i m e  t o  ~ e r m i t  o r d e r l y  - 
accomplishment 02 p u r p o i e  -- 

- - - -- - - - - - --- - o f  t h e  a s s i s t a n c e ?  - - - - - ---- --- - - -- - - - - - - -- - - 

! 

4. FAASec. 611(b) ;  FY 1982 I - 
Continuing R e s o l u t i ~ n  N . A .  
SZFT5DZ. 12 t o r  w a t e r  
o r  w a t e r - r e l a t e d  l and  
r e s o u r c e  

- - - -. . . . . .. - - - 
-. - . - .- - - 

- 



c o n s t r u c t i o n ,  h a s  p r o j e c t  
met t h e  s t a n d a r d s  and- 
c r i t e r i a  a s  set f o r t h  i n  

- t h e  P r i n c i p l e s  and 
S tandards  f o r  Planning 
Water and Rela ted  Land 
Resources,  d a t e d  October  
25, 1973? 

5. FAASec. 6 1 1 ( e ) .  I f  
p r o j e c t  i s  c a p i t a l  
a s s i t a n c e  ( e . ~ . ,  
c o n s t r u c t i o n )  , and a1 1 
U.S. a s s i s t a n c e  f o r  i t  

- 
w i l l  exceed $1 m i l l i o n ,  
h a s  Mission D i r e c t o r  
c e r t i f i e d  and Regional  
A s s i s t a n t  A d m i n i s t r a t o r  
taken i n t o  c o n s i d e r a t i o n  
t h e  c o u n t r y ' s  c a p a b i l i t y  
e f f e c t i v e l y  t o  m a i n t a i n  
and u t i l i z e  t h e  p r o j e c t ?  

-- 6. F M  Sec. 209. Is p r o j e c t  -- No 
s u s c e p t i h l e o f  e x e c u t i o n  

- a s  p a r t  o f  r e g i o n a l  o r  
m u l t i l a t e r a l  p r o j e c t ?  I f  
s o  why i s  p r o j e c t  n o t  s o  
execu ted?  In fo rmat ion  
end c o n c l u s i o n  whether  
a s s i s t a n c e  w i l l  encourage 
r e g i o n a l  development 
programs. 

1 7. FAA Sec. 601 ( a )  . The l o a n  s h a l l  d i r e c t l y  encourage 
I n f o r m a t i o n  and (a )  s (b), ( c ) ,  ( d l ,  and (4 
c o n c l u s i o n s  whether  
p r o j e c t  w i l l  encourage  
e f f o r t s  o f  t h e  c o u n t r y  
t o :  ( a )  i n c r e a s e  t h e  f low 
of  i n t e r n a t i o n a l  t r a d e ;  
(b )  f o s t e r  p r i v a t e  
i n i t i a t i v e  and \ .  - 
c o m p e t i t i o n ;  and (c) b 

- . -  encourage development and .. - - .  
u s e  o f  c o o p e r a t i v e s ,  and 
c r e d i t  u n i o n s ,  and 
s a v i n g s  and l o a n  

---- a-ssete&% t-&oM-j--@)------- 
- - - - -  d i s c o u r a g e  m o n o p o l i s t i c  

p r a c t i c e s  ; ( e )  i m p r o v e  - 

- - -  - - -- - - - - - - - -  - - - -  
t e c h n i c a l  e f f i c i e n c y  of 
i n d u s t r y ,  a g r i c u l t u r e  and 
commerce; and ( f )  
s t r e n g t h e n  f r e e  l a b o r  
unions .  

. - - - - . .  - . .- 
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P'F-A\ Src .  6 O l ( l ; j .  --- 
In ro rms t ion  and c o n c l u s i o n s  
on how pi-o.ject w i l l  
encc)uraj;e U.S. p r i v a t e  
t r a t i ~  and inves tment  E I I ~ L - O O C I  
ant1 tzncouragc p r i v a t e  U.S. 
p n r t  i c i p o t i o n  i n  foieii:n - 
a s s i s t a n c e  programs 
( i  n c  lud ing  use  o f  p r i v a t e  
t r tde chni;nels and' t h e  
s e r v i c e s  o f  1J.S. privp.ta 
e n t e r p r i s e .  j 

'llle purpose o f  this p r o j e c t  d i r e c t l y  
arlrlrcsses the concerns o f  S e c t i o n  
b01 (b) . 

4.  FAA Sec.  C 1 2 ( b ) ,  b36(h); -- ------ 140 rmal p r o j e c t  d i s b i ~ r s e r n e ~ ~ t  
FY 1962 Appropr ia t ion  A c t  p rocedures  a s s u r e  t i t i s .  
Set 507. Descr ibe  s t e p s  
f i G T t o  a s s u r e  t h a t ,  t o  
t h e  maximum e x t e n t  
p o s s i b l e ,  t h e  c o u n t r y  is 
c o n t r i  h u t i n g  l o c a l  
c u r r e n c i e s  t o  meet t h e  c o s t  
of  c i > n t r a c t u s l  and o t h e r  
s e r v i r e s ,  and f o r e i g n  
c u r r e n c i e s  owned by t h e  
U.S. a r e  u t i l i z e d  i n  l i e u  
o f  d o l l a r s .  

No 
10. FAA Sec.  6 l 2 ( d ) .  Does t h e  

-own excess  f o r e i g n  - 

c u r r e n c y  o f  t h e  c o u n t r y  
and ,  i f  s o ,  what 
a r rangements  have been made 
f o r  i t s  r e l e a s e ?  

Yes 
11. FAA Sec.  601(e ) .  W i l l  t h e  
7- p r o j e c t  u t i . l i z e  c o m p e t i t i v e  I 
s e l e c t i . o n  procedures  f o r  
t h e  awarding o f  c o n t r a c t s ,  
e x c e p t  \ ~ l ~ e r e  a p p l i c a b l e  
procurement r u l e s  a l l o w  
o t h e r w i s e ?  

No - Sub-pro jec t  s e l e c t i o n  c r i t e r i a  
12.  FY 1982 A r o p r i a t i o n  Act s p e c i f i c a l l y  p rec lude  t h i s .  ~m.3 a s s i s t a n c e  i s  

p roduc t ion  o f  any 
commodity f o r  e x p o r t ,  i s  
t h e  commodity l i k e l y  t o  be - 

- -------- i n  s u r p l u s  on  world markets  
a  t fhe-fTme-t n e  r e  S U ~  ektrg------ -- - I 

- - - - -  - - - - - - p r o d u c t i v e  capaci ty-becomes-  -- - 
1 

- -- -- -- - - -- - - - - - - - - - --- - - I- 
o p e r a t i v e ,  and i s  such I- 

- a s s i s t a n c e  l i k e l y  t o  cause  I i 
s u b s t a n t i a l  i n j u r y  t o  U.S. L 

producers  o f  t h e  same, 
s i m i l a r  o r  competing 

I 
commodity? 

... . 
. . 

I 

- - 



- 

13. FPA l l & ( c )  and (d)  .Goes t h e  Yes. The i n i t i a l  Environmental 
p r o j e c t  t a k e  i n t o  account  Examination made a n e g a t i v e  
t h e  impact  on t h e  de te rmina t ion .  - - 
environment  and n a t u r a l  
r e s o u r c e s ?  If t h e  p r o j e c t  
o r  program w i l l  
s i g n i f i c a n t l y  a f f e c t  t h e  
g l o b a l  commons o r  t h e  U . S .  

a environment ,  h a s  a n  
envi ronmenta l  impact  
s t a t e m e n t  been p repared?  
If t h e  p r o j e c t  o r  program 
w i l l  s i g n i f i c a n t l y  a f f e c t  

- t h e  environment  o f  a 
f o r e i g n  c o u n t r y ,  h a s  a n  
envi ronmenta l  assessment  
been p r e p a r e d ?  Does t h e  
p r o j e c t  o r  program t a k e  
i n t o  c o n s i d e r a t i o n  t h e  
problem o f  t h e  d e s t r u c t i o n  
o f  t r o p i c a l  f o r e s t s ?  

14. FAA 121(d) .  I f  a  Sahe l  N.A. 
p r o j e c t ,  h a s  a 
d e t e r m i n a t i o n  been bade 
t h a t  t h e  h o s t  government 
has  an  adequa te  system f o r  
accoun t ing  f o r  and 

- - a - 
c o n t r o l l i n g  r e c e i p t  and 

e - e x p e n d i t u r e  o f  p r o j e c t  . funds ( d o l l a r s  o r  l o c a l  
c u r r e n c y  e n e r a t e d  - 
t h e r e  from7 ? 

B .  FUNDING CRITERIA FOR PROJECT 

1. Development A s s i s t a n c e  
'Projec t  C r i t e r i a  

a .  FAA s i c .  102(b) ,  111, This  p r o j e c t  i s  des igned t o  focus  on  
1 1 3  281 ( a ) .  Extent  t o  development o f  p r i v a t e  e n t e r p r i s e  ' 
whiih  a c t i v i t y  w i l l  (a) and s t i m u l a t e  U . S .  f o r e i g n  
e f f e c t i v e l y  i n v o l v e  t h e  inves tments  i n  o r d e r  t o  s t i m u l a t e  
poor i n  development ,  by employment g e n e r a t i o n .  
ex tend ing  a c c e s s  t o  economy 
a t  l o c a l  l e v e l ,  i n c r e a s i n g  
l a b o r - i n t e n s i v e  p roduc t ion  

--------- and-.theue-of--ap~rop~riat,e 
technology,  s p r e a d i n g  --..--- 

- - - inves tment  o u t  from c i t i e s -  - - - ---- - - 

- - - - -- - - - - -  

I t o  s m a l l  towns and r u r a l  
, a r e a s ,  and i n s u r i n g  wide 
! p a r t i c i  a t i o n  o f  t h e  poor  E In t h e  e n e f i t s  of 
I development on  a  s u s t a i n e d  
i 
I 

- 8 

I 
j 
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bcrsis, 11sing t h e  . 
a p p r o p r i a t e  U.S. 
i n s t i t u t i o n s  ; ( h )  h e l p  
d e v e l o p  c o o p e r a t i v e s ,  
e s p e c i a l  ly by t e c h n i c a l  
a s s i s t a n c e ,  t o  a s s i s t  r t l r a l  
and urbnn p<ror t o  h e l p  
t hemse lves  toward b e t t e r  

s 
- l i  fe , and o t h e r w i s e  

encourage  d e m o c r a t i c  
p r i v a t e  nnd l o c a l  

- governments 1 i n s t i t u t i o n s  ; 
( c )  s u p p o r t  t h e  s e l f - h e l p  
e f f o r t s  of  d e v e l o p i n g  

- c o u n t r i e s ;  id )  promote t h e  
p a r t i c i p a t i o n  of  women i n  
t h e  n a t i o n a l  economies  o f  
d e v e l o p i n g  c o u n t r i e s  and 
t h e  improvement o f  women's 
s t a t u s ;  and (e) u t i l i z e  and  
e n c o u r a g e  r e g i o n a l  
c o o p r a t i o n  b y  d e v e l o p i n g  
c o u n t r i e s ?  
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e .  FAA S ~ C .  l l O ( h ) .  G i l l  - Clo . 
g r u n F  c a p i t a l  assistance be 
d i s b u r s e h  f o r  p r o j e c t  over  
more than  3 y e a r s ?  If s o ,  
has i u s t i f i c n t i o n  
s a t i s f n c t ~ r ~  t o  Congress 
been made, and e f f o r t s  f o r  
o t h e r  f i n a n c i n g ,  o r  i s  t h e  
r e c i p i e n t  coun t ry  
" r e l a t i v e l y  l k n s t  
developed"? 

f .  FAA Sec.  122(b) .  Does 
--v - Yes 

the ~ c t l v i t y  g i v e  
r e a s o n a b l e  ~ r o m i s e  o f  
c o n t r i b u t i n g  t o  t h e  
development o f  economic 
r e s o u r c e s ,  o r  t o  t h e  
i n c r e a s e  o f  p r o d u c t i v e  
c a p a c i t i e s  and 
s e l f - s u s t a i n i n g  economic 
growth? 

g .  FAA S s c .  281 (b)  . Une o f  t h e  major  components o f  t h e  
Desc r ibe  e x t e n t  t o  which p r o j e c t  w i l l  p rov ide  f o r  management 
program r e c o g n i z e s  t h e  t r a i n i n g  o f  Indones ians  a t  U.S. 
p a r t i c u l a r  needs ,  d e s i r e s ,  b u s i n e s s  s c h o o l s  and on-the-job 
and c a p a c i t i e s  o f  t h e  t r a i n i n g  i n  U.S. f i rms .  

- peop le  o f  t h e  c o u n t r y ;  
u t i l i z e s  t h e  c o u n t r y ' s  
i n t e l l e c t u a l  r e sources ,  t o  
encourage  i n s t i t u t i o n a l  
development;  and s u p p o r t s  
c i v i l  e d u c a t i o n  and 
t r a i n i n g  i n  s k i l l s  r e q u i r e d  
f o r  e f f e c t i v e  p a r t i c i p a t i o n  
i n  governmental  p r o c e s s e s  
e s s e n t i a l  t o  
s e l f  -government. 

2. Development A s s i s t a n c e  
h o j  e c t  C r i t e r i a  (Loans 

4 

-- On-Ly) 
- a. FAA Sec .  l22(b) .  Indones ia  i s  a b l e ' t o  r epay  t h i s  ha;;- 

In fo rmat ion  and c a p a c i t y  o f  
rn t h e  c o u n t r y  t o  r epay  t h e  
-----. 1 - o ~ ,  a t  a  reasonabl 'e  r a t e  --.-.. 

o f  i n t e r e s t .  
- - - - - -  - - -- - - -  --- - - - - - -  - -- - - -- - - --- - - - - - - _ -  ---- -- 

b. FAA Sec.  620(d). If  N.A. 
- - 

a s s i s t a n c e  i s  Lor any 
p r o d u c t i v e  e n t e r p r i s e  which 
w i l l  compete w i t h  U.S. 
e n t e r p r i s e s ,  i s  t h e r e  a n  
agreement  by  t h e  

- 
- .  -- -. - -- 

--_ __ .__ _ __ - - - - - -  - - - -- -. - _ _ __ __ __- 
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r e c i p i e n t  coun t ry  t o  
p reven t  e x p o r t  t o  t h e  U.S. 
of  more t h a n  20 t  o f  t h e  
e n t e r p r i s e  ' s annua l  
p r o d u c t i o n  d u r i n g  t h e  l i f e  
o f  t h e  l o a n ?  

c .  ISDCA o f  i m ,  ~ e c .  N.A. 
724(c) and (d) . It i o r  
blicaragun, does  t h e  l o a n  
agreement r e q u i r e  t h a t  t h e  
funds be  used t o  t h e  
maximum e x t e n t  p o s s i b l e  f o r  
t h e  p r i v a t e  s e c t o r ?  Does 
t h e  p r o j e c t  p rov ide  f o r  
moni tor ing  under FAA Sec. 
624(g) ? 

3 .  P r o j e c t  C r i t e r i a  S o l e l y  f o r  
Economic Support  l91nd 

- a. FAASec. 531(a) .  W i l l  N.A.  
t h i s  a s s i s t a n c e  promote 
economic o r  p o l i t i c a l  
s t a b i l i t y ?  To t h e  e x t e n t  - 

p o s s i b l e ,  does i t  r e f l e c t  
t h e  p o l i c y  d i r e c t i o n s  o f  
FAA S e c t i o n  102? 

b. 'FAA Sec.  531(c ) .  W i l l  N.A.  
a s s i s t a n c e  under t h i s  
c h a p t e r  b e  used f o r  
m i l i t a r y ,  o r  p a r a m i l i t a r y  
a c t i v i t i e s ?  

c. FM Sec.  534. W i l l  ESF N.A. - 

funds  b e  used t o  f i n a n c e  
t h e  c o n s t r u c t i o n  o f  t h e  
o p e r a t i o n  o r  maintenance 
o f ,  o r  the supp ly ing  o f  
f u e l  f o r  a n u c l e a r  - 

" -  - . . - f a c i l i t y ?  If s o ,  has t h e  
P r e s i d e n t  ' c e r t i f i e d  t h a t ' .  . * 

- - -. -- - . - . - - .-a - . . 
such use  o f  funds  i s  
i n d i s p e n s a b l e  t o  
n o n p r o l i f e r a t i o n  o b j e c t i v e s ?  - - - 

- - - - - --- - - - d .  -- FAA Sec.  609. If  --  - - N - -  .A .  - - - - -  - 

commodities are t f - b e -  - - - -- - - - - - - - - 

g r a n t e d  s o  t h a t  s a l e  - 
proceeds  w i l l  a c c r u e  t o  t h e  
r e c i p i e n t  c o u n t r y ,  have  
S p e c ~ a l  Account 
( c o u n t e r p a r t )  a r rangements  
been made? 

-- - - - - - . - - - - - -. - . - - - -  - . - . - -  

.-" . . . .. : L 

- - . . . -  - - - -- - . - _ _  --  . _ __ .__ _ . _ . . _ 
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PAGE 0 1  OF  0 3  S T A I E  3 1 C G l E  3 6 4 1  0 5 2 4 3 5  A 1 0 9 2 4 4  STATE  3 1 2 6 4 8  9 5 4 t  0 5 2 4 3 5  ~ 1 0 9 2 4 4  
O R I G I I t  L I D - I S  TO SUPPORT V I T H  THEZE  L I I t t T E D  i'JtlO: ,1AY NOT YET  CE .---------------.-.---------.------------------------------.---- OETERI l I I :ED,  T l K  L P X  H A S  D E C I C E D  TO F O L L O V  n STAGED 
oa1;11t DFFICE pw PPPROACH T O  PROJECT AP?ROVYL.  
I l l F O  AKA:-Jl &:En-Ol A 3 P - 0 2  PPCE-OL  P J P R - 2 1  PPPO-03  C C - 0 1  

CCAS-01 X F L - 0 1  IOCJ-01 i n - i i 2  n o - 0 4  ~ S T R - 0 1  c e c i - a 2  A. FIRST, a P? I S  REOUESTEO TOR F Y  a?  FUIIDIHG USED 
C T R - 0 2  T O P - J S  COH-02  O P I C - L O  T R S Y - J S  R E L O - r l l  AS;P-02 014 P I 0  A r t 0  C R k F T  P P  ALREADY P D E P W D  XI WHICH JOGEESZES 
P R E - 0 1  3 V - 5 0  / U S 4  A U  P O I N T S  I N  PARA 6 BELOW. THE TOTAL  AI tOUI IT 8EC ' JES iCO - .------------------..------.----------------------------------.- IN THIS PP SHOULO MOT EXCEEO THE F Y  a 2  ovs  nlioufir OF 

I N F O  O C T - 3 0  E B - O a  E l - 1 2  /OSS R OOLS 4 . 5  H I L L I O N .  F E  B E L I E V E  THAT  T H I S  C P I I  9 E  OOl lE B Y  
A L l l l E A R  REOUCTIO t I  I N  THE VOLURE OF A C T I V I T Y  l O U T ? U T S l  

DRAFTED B Y  4 I O I a S I A / T R :  G A V d C T O I A S I  P I P O :  ASHAPLE IGH:  € 8  PROPOSED Ill THE P I 0  A l l 0  J Y  R E D U C I N G  SCCPE OF WORN OF  

a APPROVED EY AIOIAAIPSI A: JHOLS~IHE COI ISULTA I iT  COftTRACTS FROPOSED I N  0 A F T  PP, A t t # E X  I. WE 
A I O I O A A / A S I  A: F V S C H I E c n  iORRFT I  B E L I E V E  T H A T  THE VOLUI lE O f  A C T I V I T Y  F U I I O I B L E  W I T H  
A I DIASI &/PO: C R V G N ~ A P L T E  ~ O R A F T I  001s 4.5 ~ILLIO: I  VILL UE COIISIDERAULE IIID SUFFICIENT TO 
A I O I G C I A S I A :  YHORRIS  I O R ~ F T I  CARRY THE PROJECT  THROUGH AT L E A S T  1 6 - 2 4  CONTHS OF 
I n C A I T O P :  Rn f iA l l l tER  IORAF T I  . , .:?-::-. I H P L E H E t l T A T l O t l .  HOUEVER, '4E ARE PREPARED TO C0: lSIOER 
A I O I A S I A / O P :  CJOHttSON i O R J F T I  AN  INCRCASE OVER D O L S  4 .5  n l L L l O I l  1110 4 P P R E C I A T E  E k i i L Y  
A I O I A S  I A /  I SPA: UF 0 4 0  1 0 i t A F T l  I N F O R 8 A T I O t I  FROV R1SS1011  O i l  i O T A L  TO 6E  2 E P U E S T E O  I H  PP. 
A I O I P P C I P J P S / P O I :  J V N I D E R V E E t t  ! O F i  
E A I I R  S: H B A R D A C I  'OR3FTt  4. T H E  SECOl lD  STAGE SHO'JLO R E n A l l l  UNPLANIIEO AT  T H I S  
A I  O I O A A I P R E :  EHARRELL  (OXAFT) P O I N T ,  B U T  Ill P R I I I C I P L E  WE W I L L  R E  ERVE 2:I AOOl  T I C R A L  -----.------------ ? 6 6 1 6 7  5 2 8 5 3 9 2  I 1 6  OOLS 5 . U  11111 lo l l  FOR F Y  3 3  F U : I O I K  FOR T H I S  STAGE. - 
P 0 2 0 2 5 9 2  O E C  2 1  T H I S  COULD TAKE THE F O R n  OF A SEP4RATE P R O J E C T  OR A 
~n SECSTRTE VRSHOC PP AHEIIO~ENT T O  STAGE OIIE. WE ANTICIPPTE 
T O  A f l E l l E A S S I  J I i i A R T A  P R I O R I T Y  THAT STAGE TWO A C T I V I T I E S  'IOULO ? E Q U I f i E  E l T J E R  [A) 

AOOITIOIIAL FUNDS FOR THE : A ~ E  n i x  OF A C T I V I T I E S  ALREADY - 

UNCLAS S T A T E  3 1 3 6 4 8  O U T L I N E 0  IIi THE P P  A t tO IOR iB1 FUlJOS TO CARRY J U T  l iEW 
S E T S  OF  A C T I V I T I E S  NOT CURRENTLY fGRESEEN. 

A l ORC 
C. WE PREFER T H l S  MEAIIS OF R E T A I N I N G  F L E X l B l L l T V  RATHER 

E.O. 1 2 0 6 5 :  N I n  THAN A U T H O R l Z l l l G  AND O B L I G A T I N G  THE F U L L  OOLS 9 . 5  
n l u l o t l  IH F Y  32 FOR S E V E R A L  REASO~IS.  FIRST, I T  ALLOWS 

TAGS: HORE FREEDOH FOR P O T E I L T I A L  S H I F T S  111 SUB-PROJECT  E n P H A S l S  
THAN WOULD BE  THE CASE I F  A L L  FUOS &ERE F U L L Y  SUOGETEO 

SUBJECT :  P R I V I I T E  X C Y O R  I E V E L O P H E I I T  ESPLORATOPY 
PROJECT  ( 5 9 7 - 0 3 2 9 1  - P I 0  R E V I E W  NOW 1 8  LOAI I IGR ' I I T  A;REEKENTS. SECOIIO, I T  W I L L  ALLOW 

GREATER 0PPORTL':II TY  FOR FEW S T A F F  OFF ICERS,  I I I C L U O I I I G  
I. APAC X T  OCTOBER 1 5  TO R E V I E W  i U U J E C T  P I 0  V l T H  USAID ~ISSIOII DIRECTOR, T O  PARTIC IPATE IN  PREPMAT ION 
R E P R E S E I I T A T I V E S  F?OH PEE, CP IC ,  i D P ,  CORflERCE AN0  OF THE  STAGE TWO Af lEHDHEl lT.  TH IRD,  I T  R E C O G I I I L E S  
STATE. ATTEI IDAI tCE CF  PROJECT O F F I C E R  l R V l 0  D E V I f l  WAS THE E X P E R I H E N T A L  AN0 E V O L U T l O l l A R Y  I U l U R E  OF THE PROJECT  
VERY H E L P F U L  AN0 YJCH APPRECIATEO.  jUBSEOUEI lT  i O  A N 0  P R O V I D E S  BEST ASSURANCE THAT  F U N 0 1  V l l l  U E  SPENT  
APAC REVIEW, BUREAU OEC13ED T O  SESERVE COHRENTS ON E F F E C T I V E L Y .  
P I 0  P E N D I I I G  C E B 7 I E F I t i G  BY  EO HARRELL ,  O P A I P R E ,  011 R E i U L i S  
O f  AECEt lTLY  COnPLETEO PRE REC0::I lAISSJACE TR I P  TO I I I D O -  4. GENERAL COHItEtITS: 
N E S I A .  T H I S  O E B R I E F  I:IG lOOK P L A C E  I IOVEHEER l a ,  A A. P R O J E C T  GCAL: APAC EI IOORSES P I O ' S  R A T l O l l A L E  THAT  r 

SUNHARY OF HAMELL  ~ I S S I O ~ I  c o n n ~ t ~ ~ ~  011 THE PROPOSED U.S. AID PRFGRAH SHOULO CTTEHPT TO USE U. S. P R I V A T E  
PROJECT IS  IN P A R A  S,  a x o w .  SECTOR RESOURCES T O  GREATER EXTEIIT 111 PURSUIT OF O E V E L -  

OPHENT AS WELL AS S l R E t I C f t I T I I I I I C  U.S.  - I f I O O N E S I A N  R E L I T l O l t S  
2. APAC I S  I n P a E s s E o  BY CHULENCE T O  DESIGN A PROJECT THROUGH ONCREASED TRADE 1110 INVESTRENT. SOWEVER, CARE 
V H I C H  W I L L  HAVE R A X l H U t l  P O T E H T I P L  i O  S T I H U L I T E  OEVELOP-  SHOULD LE TAKEI I  TO $ T A T €  THAT THE U L T l H l \ T E  COAL  I S  THE 
RENT  THROUGH P S S I S T A N C E  O i  P R I V A T E  SECTOR A C T I V I T I E S .  ECOl4OMIC AH0  S O C I A L  DEVELOPHEHT OF  INOONES I A ,  A C H I E V E D  
THE P I 0  FOCUSES P R I I t C I P A L L Y  O:4 THE  F O R E l G t l  1U.S. l  THROUGH I l lCREASEO U. S. P R I V A T E  SECTOR P A R T I C I P A T I O N ,  
PRIVATE SECTOR VITH OBJECTIVES T O  (A) IIICREASE U.S. RATHER THAII IIICREASEO TRADE AND INVESTH~IIT PER SE. 
I I I V E S T H E N T  THROUGH J0 I : I T  'JEIITURES; f B I  ASS 1 s t  AN0  SEEK 

8 PACMAGEO F IHA I ICL  FOR I t IOOt IES l  AN P U B 1  l C  X C T O R  P R O J E C T S  U. B U S I N E S S  E I IV IROI l f lE l I T :  THERE WAS HUCH D l  S C U S S I O N  OF 
1 V41CH V l L L  HELP  U.3,  CXPORTS; AND (C) UHERE F E b S I B L E ,  U N C E R T A l l l  B U S I E S $  E t I V l i i O l l f l E N T  C O N O I T 1 0 t l S  CREATE0  OY 

- PROHOTE CHAIICE: I N  POL l C l  ES  AI ID GOVERNIIEI IT R E G U L A r l O N S  l4UnEROUS AM0 OFTE t I  UNCLEAR GO1 RECULAT IO I IS ,  B Y  UROAO 
A F F E C T I N G  F O 2 E l G N  i R A O E  JllO I : IVESTHEl lT,  l H E R E  I S  L E S S  POWERS OF GO AGEI IC IES ,  a Y  WEAK J O l l l T  VE l l TURE PARTI IERS,  
E I l P  A S I S  Ill THE P I 0  011 A C T I V I T I E S  AlflEO fiT STREl lGr ! !Et l I l IG A l l 0  B Y  I I l A P l l R O P R l  ATE  P O L I C I E S .  SEVERAL OTHER B A R R I E R S  

- THE 1110011ESIAl l  O O I l C S T I C  P R I V A T E  X C T O R ,  SUCH AS : l i G U R C i  TO TO P A R T I C I P A T I O 1 I  OF U. S. f I R I X  I I ICLUOE:  CHE&PEII  TRADE 

----- I nPPOVIJi!lUL iLUP_Ile%Iil9LtiPALtlL2G-CIL!-~WILC2ILPL------, -;!z-I.f-m-- - ---_ 
F O R H A T I O I I  THROUGH ' I L I ITU i lE  C A P I T P L  F I E l l S .  HLRRELL  3 l S S l 0 1 1 ,  OTHER :IkT I C!IS 30111G B U S I I I E X  I t 1  IN0011ES IA ;  C O f l P E R b T l  VE 

- - --- - - - - - - A R O ~ G O T I I E R ~  CO~EI I IS,   EL T C O ~ ~ C E ~ ~ T ~ ~ A T ~ O ~ I  OIILTIIE OO~IESI IC  - - - OISAOVAIITAGLCF U-2. F IHR: 111 USIIIG TRADI~IG COIIPAW - - - --- - 

PRIVATE SECTOR W I L L  A L S O  B E  II:PORTAIIT 1110 ~ E R I T   UPP PORT HETHCDS WHICH ACE :It!E!t 7 3  CC!ITI:IUE BUT PEfiHa?; OECOI!E 
U S I N G  A I D  RESOURCES. L E S S  SEVERE PF TER 1HE F J O P O X O  I l E U  U. S. L f . G I X d T  I C I I  I t 1  

T H I S  AREA TbKE: E F F E C T ;  SHORT-SUI t  OUTLOOK OF nA1IY U. S. 
3. TWO-STAGE0 APPROACII: S IVE ! I  i 4 C T  THAT F O R E X E I O L E  F I R H S  I f 1  CO~?ARISOII JAP411E:f A l l 0  OTHER: U l l l  Ill; T O  
A S I A  BUREAU f U l l O f  FOR T H I S  P R O J i C T  ARE NOT L I H E L Y  ESTABL  I3i LOtIG.lERI1 P O S I T  IO l lS ;  4110 I H C  O I F F  I C U L T Y  
T O  CXCLED CURRENTLY P l A l l t l E O  L E V E L  OF 001: 9, 5 H1LL1011  AN0  THE U. 5 , ~ .  FACEJ  1 11 l l l ~ ~ ~ ~ l l l l l ~  I T  VARIOUS FI:IA~ICPL AIIO 
~ I V E N  CEIIERRL CDIICLU;IO!I THAI T H C  D E S T  n ~ x  OF A C T I V I T I E :  CREDIT  SUPPORT PROGRM:. 111 :PITE OF THESE AND OTHER - 

- - U N C L A S S  I F  I E D  

.. -- - 



PAGE J? OF 0 3  STATE  3 1 i C 1 2  
OBSTCCl  E:, I T  VRS AGREED T l A T  T H E I E  ;?PEAR TO UE I1;IiY 
SOUIIO E C C I I O I I I C  ;I:I t E C h l l l C i  L  U:::iEi C P . C C C i X I  T I E C  F O 3  
P P R T l C l P 1 T I C : I  O i  '1.5.  OUiIIX:: l!i ICOI~E: IA ' I  CEVELWI1E: IT.  
C. CXPOAT PROI1Ci IO: I  ' i l k  I ~ I S T X I C E  TO GO1 P U B L I C  S E C T P I  
PROJECTS: 4PAC h C E E L S  THAT P E C K O T I G E  2F U. i. E I P 0 4 T S  
SHOULO BE  E L I G l r l E  FOR X O I S T P I I C E  U l G E R  THI; ?ROJECT  E'IEII 
THOUGH T H I S  H E I C H T E C S  R E B U I R E 6 E I I T S  OF USG F I t I P I I C I A L  
COORDI l tAT  1011, P A R T I C U L J t i L V  'iI TH E X I J 3 i A l i K .  OWEVES, 
PROSPECTS OF P R O V I O I I I G  S l G l l l F l C A f l T  P I 0  F U I I D l l l G  T J  QUOTE 
SVEETEII U1;IlUOTE F l I l P l J C l  J L  PCCKPGES BRE l l O T  PROMI  S l l1G 
G I V E R  (A1 C C I I S T R A I I I T S  011 & I D  F U l l D S  P V A l L A B l L  l TY A l l 0  

181 PROCEDURAL ?:ID T l n E  3ECU lREMEHTS Ill THE A I D  P I D - P P  
PROJECT  APPROVAL PROCESS U H l C H  WOULD H N E  TO BE nORE 
F L E X I B L E .  

0. J U R I S O I C T I O I I P L  T H I S  PSOJECT  V I L L  R E Q U I R E  CCORDI I IA -  
TI014 W l  T l l  PqE ,  TOP, O P l C  i l l 0  COl lnERCE TO E l lSURE 
THAT PROJECT  I S  COHPLE l lE I l TARY TO THE l R PROGRAIIS. 

5. P R E  COMHEIITS C I I  PRCPOSEJ  PROJECT R E i U L T I I I G  FRCH 
HARRELL  n lS: IO! I  I l r C L U O E  i C L L O l l l l l G  P O I N T S  R E L E V A N T  
TO PI' PREPARAT IO t I :  

a. FOCUS OII 1 I a l i E D  I lU l lEER G f  d E Y  SECTORS: PRE C A U T I O N S  
A G A I N S T  A L l O U t l l G  TOO 6UCH F L E X I B I L I T Y  Ill PSOJECT  
F I t I A  C I I I G  C X l i E A l A  WHICH MAY D I L U T E  L I M I T E D  AVPIL;BLE 
FUt lOS AN0  EUROE l l l t JG  ?ROJECT HAI IPGERENT W I T H  LARGE W M U E R  
OF f iEQUESTS FOR F I 1 I A I I C I l t G .  PRE  SUGGESTS S E L E C T I O I I  C f  
f E V  K E Y  5ECTORS FOR COACEIITBATIO! I ,  SUCH JS M A C H I t I E  i O O L S ,  
M E T A l  PROCC:SIIIG, i A R H  EC1IPMEII '  OF AGRIBUSIIIES;. 
C R l T E F l A  FOR SECTOR S E L E C T I O I I  SHOULD E M P H A S I Z E  EMPLOY-  
MEIIT G E t l E R A T l O I l  P O I E I I T I A L  1110 I l l G H T  ALSO I I C L U D E  Ill- 
D O I I E S I P N  P R I O R I T I E S ,  U.S. P R l V I l T E  SECTOR I I I TEREST ,  U. :. 
C C X P A R A T I V E  J O V A t l l A C E S  111 TECHIIOLCC'I, 4110 O P P O R T U l l l i l E S  
FCR T R f l l S F E R  C f  U.S.  KllCVHOI; TO I1 :DCI IESlA BE  I T  I11 TECH- 
HOLOGY, H A R X E T l l l G  OR MAIIPCEMEIIT. A S I A  BUREAU N O  
S T A T E I E A  STRO!ICLY AGaEE V I T H  ADVANTAGES OF CCIICE! ITf iATlOI l  
011 S E L E C T E D  SECTORS BUT  L E A V E  TO M l S S I O t I  dOW T H l S  V I L L  
B E  A C C O n P L l S H E D  CVER L I F E  OF PROJECT.  

U. ECOI IOMETRIC  HODEL: PSE  F E L T  I I I C L U S I O R  OF  T H l S  
ELEMEt lT  I N  PROJECT  TO 8 k  4 POOR USE 3 F  C O l l C E S S l O l l L R Y  
F I I I A C I t I G .  A S I A  UUREAU COnCURS. SEE PARAGRAPH 6 6, 
BELOW. 

C. U.S. P R I V A T E  SECTOR I I IVOLVEHEI IT :  P R E  X R O N G L Y  EI IDORSES 
I H C L U S I O I I  OF E P R E S E t l T A T I  VE U.  5. 0 U S I I l E S S H i l 4  I14 J A K A R T A  
I N  R E V l E U l l l G  REQUESTS FOR PROJECT  FUXOS, A S I A  BUREAU 
COtICURS. 

O. RAIIAGEMENT TRAIHI~IC: PRE u E c o n n E l l o s  G R E A T E R  
A T T E N T I O N  BE G l V E t l  TO SE I I IOR  E X E C U T I V E  AND M B A - L E V E L  
MANAGEHEIIT A N 0  3CCOUNTIIG T R I \ I I I I t I C  I N  1 l 10011E i lA .  A S I A  
BUREAU AGREES W I T H  O B J E C T I V E  1140 SUGGESTS I T  M I G H T  UE  
BEST ACCOnODATEO ( I 1  W1TIII:I P R ~ V A T E  SECTOR C O n P O l l E N l S  O f  
FORTHCOHl l lG  PROJECT PROPOSAL: FOR GE l lERAL  P R R T I C I P A t I T  
T R A l t I l l l C  A l l 0  I l l -COUI ITRY  ~ f i t l A G E t l E l l T  T R A l N l l l G  OR (21 J S  
P O S S I B L E  COMPOIIEtIT ' J l f H l I I  2TPCE 1 9 0  PP AME l lDMEIT .  

S T A T E  ! 1 z 6 r a  
VORTH COtISIDERI! I :  Ill S T A G E  TVO. 

6. SUMMGilY FOR P P  CUIOAI !CE FOLLOVF:  

A. APAC V I E W S  THAT R i F O i i n S  I N S T I T U T I O N A L  AllO P O L I C Y  . 
E l l V l R O I l H E N T  SHCULO l l O T  
UE  U t tOERTAKE l I  U : I T I L  E X P E R I E N C E  '.I1 TH I I I D I V I C U A L  CASES I S  
ACCUIIULTLTEO. P P  SHOULD k A K E  E X P L I C I T  THE EEPECTEO 
LI ! tK B E T V i E H  CPSEWOKK Al lO SYSTEH IHPROVEHEIITS.  
8. I l I V E S T K E l l i  C L I M A T E :  WORLO BCl lH REPORT O f  J J L Y  15, 
1980  014 I l I O U S T R l  AL JEVELOPMEHT,  AN l lEX  5, PACE 17, T A B L E  S - 
SHUUS RAP I 0  I l JC f iEASE  I N  F O R E I G I I  I t IVESTHEt lT  I ~ P L E I l E I I -  

w 
T A T I O  TO 191t  V I  T H  S I G I I I F  I C A N T  OECL I E  THEREAFTER. T H I S  - 
O E C L l t j E  C O I t l C I O E O  W I T  R A P I D  GROWTH O f  ECC:tOnY. B 4 N K  
ATTRIUUTES OECLIM TO IIEV r t i o  s r a l t r c E r r r  R E 6 u L n r l o m  
I H P O S E D  I N  1 9 7 4  V H I C H  UORSEIIEO I I I V E S T K E I I T  C L l H P T E  E S T P B -  
L S H E D  U I iOER SUHLRTO 'S  QUOTE OPE11 OCOR Ut lQUOTE P O L I C I E S  
1 1968. AS ' IOTEJ P I R A .  4, U. S. f I R l l S  H A Y  UE  HORE H A N O I -  
CAPPED THAI1 OTHER F l R l l S  COIITE!l?LATIIIG CPERATIOI I :  I N  
I t l O O X S I A .  S O l l S E O U E t l r L Y  P P  SHOULO E X P L A I I 1  H C U  PROPOSAL 
T O  X O U C E  UP-FROIIT COSTS A t l o  PROVIDE  GETTER I I I F C R H A T I O I I  
A J U T  A V A I L A U L E  OPPOUTUI I I  T IE ;  CAN UE EXPECTED TO N A l E  A 
S I G N I F I C A t ( T  J I F F E R E I I C E  I t !  THE V I 1 L I I I ; I I E S S  OF U.S. F l i i n S  - 
T O  OPERATE III 11iDO:ICSIP. I11 OTHER UDRDS, YOU CA UE  5 E  
SURE, EVEN I f  YE CblN OVERCOME THE CONSTRPIHT:  TO I - 
F O R H A T I O I I  A l l 0  E l l T R E i ,  THAT  i B E  M A t l l  OTHER CCIt:TRAll lTS 
W I L L  NOT R E M A I N  TO C E F E A T  THE EFFORT! THE  P P  SHOULO 
B E  CLEAR I N  O E F I I I I t I G  OW C O N S T R A l l l T S  E I T H E R  W I L L  BE 
PODRESSEO THRO'JCI THE  PROJECT  CR V I L L  1 0 T  HAVE I t l P A C T  
OR A C H I E V E t I E t l T  OF PROJECT  OBJECT IVES .  

C. b S  STATED PARA 4 A, ABOVE, 4 1 X 1 0 N  U O R K I 1 G  GROUP 
SHOULD R E V I E W  O E F I t i  7 1011 OF PROJ: CT GOAL, SO THAT GOAL 
STATEREI IT  U l l l  C L E A R L Y  L l K  PROJECT  PURPOSE W A T E R  
P A R T I C I P R T  I O N  CF P R I V A T E  SECT031  TO GOAL OF E C O l I O i l l C  
D E V E L O P H E I T .  C R I T E R I A  FOR S E L E C T I O t I  OF SUCPROJECTS 
SHOULO A L S O  I I I C L U O E  a E Q U l R E n E H T  OF A CLEAR C O I I T R I B U T I O I I  . 

T O  OVERALL  OEVELOPHE l tT  OGJECT IVES .  

D. PP SHOULD EXPLAIN HOW :OCUS ON H E Y  S E C ~ O R S  VILL  
EHERCE UVER L I F E  O f  P S O J E C T  I l l 0  ';HAT C R I T E R I A  V l L L  
U E  U S E 0  TO J R l N G  T I S  ABOUT. ALSO, C R I T E a 1 0 1 1  I10 1 OF 
SUBPROJECT  S E L E C T I O I I  C R I T E R I A  III AII I IEX G O f  ORAFT  'P 
SHOULD IHCLUOE ASSESSI lE I l T  OF A V A L A W I L I T Y  O f  OOVRSTREAH 
F I NANC I IIG. 
E. P P  SHOULO ELABORATE 014 ROLE OF COIISULTAI ITS,  E k P  A -  
S I Z I t I G  T H E I R  f iOLE AS I P E R A T I O I 1 A L  E X P € D I T E R S  R A t H E R  
T A S O L E L Y  AS I D E A  PACKAGERS at10 P R O P O f l L  S E L E C T 0  S. 
I OTHER WORDS, C O l l S U L T A l I T S  SHOULO BE ABLE  TO G U l O E  
FIRM THROUGH ~ A I ~ Y  STEPS F u o n  EXPLORATIO!I TO  F IRST 
PROF I T A 8 L E  YEAR. 

. 
F. P P  I H P L E H E h T A T I O N  P L A N  SHOULD F U L L Y  O U T L I N E  
F U N C T l O I l S  A140 8ESPO S I B l L l T l E S  3F H l S S l O l l  STAFF,  I N  
THE  S E L E C T I O N  4 5  U E L L  A: I N  M O I t l T O R I t I C  A110 E V A L U A T I O N  
OF SUB-PROJECTS. PP SHOULD A L S O  SPECIFY w A T  a o i E  AIDIV 
I S  EXPECTED TO PLAY ,  I f  AIIY, I11 PROJECT  I I V L E H E I I T A T I O N .  

C. E c o I f o n E T R l c  MOOEL: TH IS  DOES IIOT PPPEAR T O  BE 
AH E S S E I I T I A L  PROJECT COt lPOI IEI IT.  A CnMPUTERIZEO -- ---. e--t~~~mmr;fix- w t t o t n t t t  tttwar-tttm fmtt----- -- ------ ~ ~ - i ~ f i i ~ ~ t + p ~ + ~ p ~ - - - ~ -  

C A P I T A L  I!ARktT A: A C0I l ;TRAl l lT  i O  EXPAIIOEO P R l V f i T E  SECTCR ' I t 1  B A P P E l l A S  OR MOF A110 I T  PROOAOlV  'JOULO f!E I l I f E R I C R  
- -- - - -  

- OEVELOPnE l lT  A t l o  I I IVE5T l1E l l T .  PRE :UCCE iTS  i l l0  OPPOR1U l I -  - - T O  S E R V I C E  PROVIOEO B Y  WORLD CAllR OR P R I V A T E  I I E W X E T T E A -  -- - 

i T l E S  BE  EXPLORED: (!I P O X I U L E  P I O I P R E  P A R T l C l P A l l O l l  SERVICE.  SHOULD ~ l l l f  PROPOSEO CO~TOIIEIIT i ( ~ n 4 1 1 1  III THE 
111 b l l  I t l o O l l E 5 l  A l l  JE t l TURE CAP1  TAL F l R H  THPT VO l l LO  CFFER PROJECT,  I1 SIIOULO OE F U L L Y  J U S T I F I E D .  
!lor OIILY FIIIAHCIIIG BUT A L S O  A D V I C E  CII n n t l m n f l l r  a110 
:ECHIIOLO;Y T O  IIIDOIIESIPN r~nn;; (21 PIOIPRE PS:ISTAIICE H. ECOIIO~IC AIIALYSIS: AL THOUGW D R A F T  PP VAS IIOT FORHAL 
A l t I E D  AT E X P A t l S l O  OF PUB1  C 0 F F E R I N ; S  C I I  T l lE  I t l O O l l E ~ I A t I  SUDJECT  OF BHAC R E V I E W ,  UE 110TE THAT ECOI IOHIC  N l A L Y S l S  
STOCK EXCHPIIGE.  BOTH I O E K  H E R I T  I I l V t S T  IGAT IO I I .  A S I A  I N  C I I t A L  P P  U l l l  BE  I I l P O R T b N T  3111CE PROJECT 0 J E C T I ' I E  
BUREAU VICUS THEH A S  COMPLEX UIIOERTAI(IIIG; VHICII HAY OE I: ~COIIOFIIC III IIATURE. COMIIEI~~S III D R A F T  ECOIIO~IC 
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PACE ~3 OF 01 :TATE 3 1 a 6 4 8  9644 0 5 2 4 3 5  A I D 9 2 5 4  I 
S E C T I C I I  GLLYOE TO E C O l l C l l l C  U X F  I I:, F l l J r \ L  V E R S l O l l  
SHOULO EXPLAIII HOW ~ C O I I O ~ I C  4 1 1 ~  FIIIAIICIAL WRYSIS  - 
CF EACH I l l ' 1 E i T l : E l l l  PSCPOZPL  W I L L  C E  C0:IDUCTEO. C l l T E R l A  
A110 1IETHOOCLO;Y CF ECC;:OIlIC &:I0 F I l I k l l C l  AL  5111! i s 1  5 
SHOULO OE E I P L A I I I E D ,  THE I 4  OUTPUTS L I S T E O  Ill DRAFT  
PP SUGGEST a n E w  FOR PROVIOIII; 111 POEQUATE E c o r : o n l c  
A H A L Y S I S  OF THE  PROJECT.  VHAT E l  B E l l E F l T S  TO THE 
I H 0 3 1 1 E S I A t l  ECO l lCnY  ARE EXPECTED T O  F L O V  F R O n  i U C C E 2 S -  
F U L L Y  A C H I E V I I I C  THE OUTPUT L E V E L S  I H O I C A T E O ?  0 0  THEY 

- JUSTIFY THE PROJECT 'S  COST' A T  UHAT XEASO:~AELE OUTPUT 
L E V E L S  WOULD THE 7 R O J E C T  BE  J U S T I F I E O ?  

6 
I. PP SHOULD PROPOSE n l N l n u n  LEVEL CF GRAIIT FUHOIIIG, 
l N O l C A T l t l t  CC t iPO l lET  (S) OF PXOJECT  FOR WHICH C O I  
W I L L  D E F I N I T E L Y  NOT ACCEPT  LOCI I  FUNDS. 114 T H I S  REGARD, 

* 
\'E NOTE THAT, C l V E H  THE H I G H L Y  C O l I ~ E S S I O I I A R Y  I IATURE OF  
,410 L O l l l  TERflS, LOA I I  F l t l b f lC I I I ;  I S  Ol iE F l R n  TEST  OF 
COI  C O n n l T 6 E N T  TO THE PROPOSE0  CCUaSE OF ACT ION,  U S A l O  
SHOULO ALSO HEEP C L E A R L Y  111 ;11110 THE N E E 0  FOR CRAt iT 
F U l ~ O l l l t  I N  REST  OF PORTFOL  10. 

J. CONTRACT l l l C  I S i V E S :  P P  SHCULO J E S C R I B E  COI ITRACT I I IC  
PSOCESURES THAT  U l L l  6E UEO FOR E L E C r l O  O i  COI iTRACT-  

- l l l G  F l R n S  l O E l l T l F l l l l C  P l lO  I E l l U E S T l C C  4 P P  OV4L  FOR 4NY 

- WAIVER OF ,310 C O X P E T I T I V E  P R C C i O U a E j  THAT f l l G H T  B E  
EPUII~ED A S  RESULT OF IJATURE OF THIS  PROJECT. In 
CC:ITICtI P P  SHOULO J I S C U S S  U H E i H E R  THERE V l L L  6 E  
O R G A H l Z A T I O l l  i O l l f L l C T S  OF I T E R E S T  CREATE0  FOR COIITRACTCRS 
P A R T I C I P A T I I I G  III THE PROJECT  At40 YOU THESE V l L L  WE 
AOORESSEO. 
K. COUIITERPART 4GEtlCY: APAC AN0 S T A T E /  A B E L I E V E  THAT  
I O E N T I F  I C A T  lO:I A l l 0  S E L E C T I O I I  OF  COUNTERPART $ 0 1  ACEl lCY - 
I S  C R I T I C A L  TO SUCCESS OF PROJECT.  P P  SHOULO THOROUGHLY 

- 

l D O R E S S  I I I S T I  TUTI0: IAL ARRAIIGEHLI ITS,  HA1  C 

- - 

- 

, 

" t 

- , . -------- ---- .- 
- - - - - - - - - - -- - -- - - ---- -- - -  - - - - - - - - .- - - - - - - - - 
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C O P Y  

A C T I O N  O F F I C E  A q P n - 0 3  
I N F O  ASOP-QZ P P C E - d l  P O P R - 0 1  P P P B - 0 3  F M - 0 2  I T - 3 6  R E L O - 0 1  

U N C L A S  J A K A R T A  IG2lQ 

I 

A I O A C  

FOR A S I A / P O  

I € 0  12356: N / A  - - - 
- 

SUBJECT:  P R I V A T E  SECTOR DEVELOPMENT EXPLORATORY - P R O J E C T  NO. 4 9 7 - 0 3 2 9  

REF:  S T A T E  2 7 4 0 4 4  

I. AS REQUESTED R E F T E L ,  A D D I T I O N A L  STATUORY C H E C K L I S T  - 
POUCHED OCTOaER 4 ,  1982 UNDER COVER 2-WAY MEMO. 

- 
2.  F O L L O W I N G  I S  T E X T  OF O F F i C I A L  GO1 RECIUEST FOR 
A S S I S T A N C E  R E C E I V E D  FROFA THE M I N I S T R Y  OF F I N A N C E .  
D I R E C T O R A T E  GENERAL OF OOMCSTIC MONETARY A F F A R I S .  
B E G I N  QUOTE: OEAR MR. :FULLER:  

SUBJECT:  P R I V A T C  SECTOR DEVELOPMENT PROJECT 

T H I S  I S  T O  FORFAALLY REQUEST A I D  FOR I T S  A S S I S T A N C E  I N  
T H E  I M P L E M E N T A T I O N  OF T H E  ABOVE-MENTIONED PROJECT,  THE 
PURPOSE OF WHICH I S  TO T E S T  METHODS OF S T R E N G T H E N I ~ G  
T H E  I N D O N E S I A N  J R I V A T E  SECTOR THROUGH T R A I N I N G  L I N K S  
T O  THE U, S. P R I V A T E  SECTI)P AND T O  DaO*!tPC ThlcORC~ATTON 
T O  I N D O N E S I A N  D E C I S I O N - M A K E R S  ABOUT O P P O R T U N I T I E S  T o  
OEVELOP THE I N D O N E S I A N  P R I V A T E  SECTOR. THE P R O J E C T  W I L L  
BE C A R R I E 0  OUTOVER A  P E R I O D  OF FOUR YEARS. 

AS D I S C U S S E D  W I T H  T H E  U E A I O  I N  PLANNING THE PROJECT,  
T H E  REQUESTED A S S I S T A N C E  W I L L  TAKE THE FORM OF AN A I D  
GRANT AMOUNTING OCLS. 5 6 0 ,  030 AND A  L O A N  AMOUNTING TO 
OOLS. 3  M I L L I O N ,  TVE GRANT W I L L  F I N A N C E  THE T R A I N I N G  
OF I N O C N E S I A N  ENTREPRENEURS A S  WELL AS M I D - C A R E E R  

- A N 0  S E N I O R  INOONES N aUSIb lESSFl lEN FOR SHORT-TERFI- 
MANAGEMENT T 2 A I N I N G C 3 U R S E S  A T  U, S. B U S I N E S S  SCHOOLS 
OR FOR ON-THO - J O B  T R A I N I N G A T  U. S. CORPORATIONS.  
THE L O A N  W I L L  HAVE THREE COtAPONENTS: A) F A C I L I T A T I N G  
P R I V A T E  I N V E S T M E N T ;  B) LHOK SEMUMAWE SMALL AND M E D I U M  

- E N T E R P R I S E  DEVELOPMENT;  C) S P E C I A L  S T U D I E S  AND - I 
A C O N S U L T I N G  S E R V I C E S .  - 

YOUR APPROVAL OF T H I S  REQUEST W I L L  B E  A P P R E C I A T E D .  
- 

4 

YOURS S I N C E R E L Y ,  
OSKAR SURJ AATMADJ A  
ON B E H A L F  OF M I N I S T E R  OF F I N A N C E  
D I R E C T O R  GENERAL OF DOMESjTIC 
MONETARY A F F A R I S .  E N D  OF QUOTE. MONJO 
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