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HErein please find the mid··tern evaluation of the two BKpt·1 contracts -­
one with ~1I, one with Business Advisory Indonesia (BAI) -- for investment
promotion. The scope of work for this evaluation is attached as Annex B,
the text of our evaluation following the outline of the scope of work. As
a sumw~rYJ we conclu:e and recommend the following:

1. Drop project profiles from the :ontract S.C.h'., and focus strictly on
investment promotion;

2. Allow the contractors to assume a more aggres i ve rna rketing of thei r
set'vice by increasing the hours available for Indonesian investors.
providing a cost reimbursable line item for travel and promotion, and
specifically allo\oJing market research related tc potential investments;

3. Clear up the uncertainties in billing and reporting pro'cedures, and
insist on the BK~1 Chairma~ IS oversight of contract backstopping;

4. Despite the tr'emendous implementation problems er:ountered to date,
four investments Ya!ued at $ 1C million and which will create 550 jobs
will likely be: concluded as a result of contract promotion activities.
based on these encouraging initial Y'esults, and the fact that tllis is
the only ballgame in town as far as invest~ent consulting, we conclude
this is a worth\Vhile effort and recmmlend we extend the two contracts
fer the full 3 years prOVided agreer.lent is Y'eached on the var'ious
Eo;nts raise_din the textpJ the eva"luaTICnoel-ow.

This is not to underestimate the resolve it will take to make the
recommended changes. If, fer whatever reason, the changes are net
effected~ in particular the administrative changes~ we woulc recommend the
contracts not be extended in light of the tremendous staff time, mcney and
gcod will we stand to lose.

I. Industry Profiles - BAl

A. t~ profiles are complete as of this i<eport. Three profiles are
nearing completion (due late February), and we reviewed the draft text
of these profiles. The three profiles cover glass fiber production;
single cell protein production of anima'j feeds; and pumps, compressors
and hydraulics. Concerning these profiles:

1. The glass fiber profile grew out of a request from three lccal
firms for more infonnation on possible proclIren:ent of U.S. process
technology for fi her 91 ass product; on. BAI has j:woducec its ora ft
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profile with assistance from PPG Industries of the U.S., although
it is not clear whetn~.r PPG has any investment 'interest. Given
worldwide and regional over capacity in glass fiber production and
th,e limited size of the current local market, B.tl ouestions the
nei3r tenn prospects in glass fiber. Since the market is growing
fa:st, the' picture may change in roughly five years .

."
2. Singl e c~l1 protein was ori sinally propcsed by BAI as a profil e

topic, anel involves biotechnology process€~s \".;th the potential to
transfonn plant sugars into animal feed. Fairly early in their
in'Vestigation, BAl realized the processes involved ~Jere still too
experimeni~l for commercial operation in Indonesia. Nevertheless
BKPM assigned this topic since several large Indonesian concerns
were inter'ested in the field. Its main value, then, is going tc
be convincing several investors not to invest. Whether they will
take advantage of informati on provided is ar.ybody's guess.

3. Pumps, compressors and hydraulics is a mutually agreed upon
profile which may have some benefits in the future. The main
problem faced in doing the profile was the extreme segmentation of
the pumps market, w'hich also limits the potential market for most
manufactur-ers. io date there has been nc expressions of investor
interest.

The fourth assigned profile, active electronic components, is on
hold. After BAI completed over 1,000 hours of research on basic
electronic components such as cables, clamps and hardware, BKPM
decided BAI should instead focus on hi-tech active electronic
components. BAl expressed doubt from the beginnioo:g on the wisdom of
this selection. In the meantime Fairchild has pulled out of
electronics in Indonesia, which leads BAI to feel the fcurth profile
is not timely and should not be completed. ~o official response has
come from BKPM.

Conce rni n9 the sel ecti on porcedu re, BAl i nfcnnally submitted a 1is t of
12 profile suggestions in December, 1984, foilC'wed by a fomal
submission of two -- shrimp production and electronic cOQponents -- in
January, 1985. BAI actually began investigation in these two areas in
an effort to supply infonnation requested by BKPM to decide whether or
not to proceed. By '.1ay it became apparent that E¥-PM didn I t really
intend for the consultants to select the topics, but rather BKHl would
assign profiles as a result of priorities from the new OSP list.
Sever"al meetings were held after which BAI submitted a revised list of
five profile suggestions, based on informal BKPM suggesticns, on May
27,1985. BKPH finally approved four from this list of five pl~ofi1es

by letter of August 19, 1985.

6. BAI profil es accounted for approximately 70t of total hours expended
by BAI, at a total ccst of approximate1y $160,COO. This is an average
cost of 640,000 per profile.

C. Investor interest -- BAI tried to tie profile selection and
development directly to investor inquiries or interest in hopes thi;,
would also ~rovide information for follow-on consulting. The rxtent
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to which EKPt·! char.sed the ~rcfile topics, and refused to terminate a
profile once it proved infeasible negated ~ost of the consulting
potential from ~rofi1es. There are no si~ns of investor interest frolil
profiles that we have beEn able to ascertain.

1. Incustry Prof;' es - ~I

A. 1. Profiles Completed -- two.

2. Topics -- Industrial Salt and Pig F1nning.

3. Selection Process -- The ContI ~ctor reports that it was -instructed
on Octcber 19, 1985, to prepare the four following Project
Profiles: Furfural Production. Salicylic Acid Production. Salt
Production anc Pig Raising. Leading to this ultimate instruction
were several exchanges betweEn the Consul tant and BKPM, en
~:Ovember 7,1984, the Consuitant submitted a list of ten topics to
BKPM which were all rejected. The Cons lJ1tants then were
instructed to prcpose alternatives which it did at the next
meeting held on May 2. 1985. Of the eight topics prEsented, all
were rejected, and BKPM informally suggested six alternative
topics inclUding Salicylic Acid. The Consultant began preparatory
outline work on thes~ six topics while awaiting formal approval
which only came fer Salicylic Acid together with tne three other
topics cited above. ~1I has subcontracted all of its profile
work, which minimized the cost but also disenfranchised the
profiles from the investment consulting. The two completed
pl-ofiles were prepared by P. T. E~iB. The remaining two profiles
are being prepared by P.1. Trihasta.

4. Qual ity -- Both completed profiles are reascnably thorough.
Neither contains a qenera1 Indonesian lrovestment Environment
Overview as was required. Respecting Salt Production, it is not
clear what position the proposed company \'Iou1d have within
Indonesia's salt industry, Le., what its position vis-a-vis the
dominant ED! salt company would be. Nor is it particularly clear
what ro;e there might be for a foreign investor. Respecting Pig
F:aising. it is made clear from page one that the' project is not
feasible because of current market saturation.

B. Hours and Ccst

The total costs are equal to the fixed-pri c:e sub-contracts wtli ch the
Contractor has with two Indonesian firms. The total costs for the
four profiles is U.S. S60,OOO. Therefore, each profile is estimated
to cost U.S. $15,000. As these are fixed-price sub-ccntracts. there
a re no records of hou rs expended.

C. I nvestor Interest

It is not apparent that there is any domestic or foreign investor
interest at this point. As Pig Raising has been deemed infeasible, we
assume there will not be any interest in that profile. None of the
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currently identified U.S. or Indonesian firms have expressed interest
~n salt production. No apparent effort has been made to market the
Salt Production Profile, which ~,as comfJleted in Cecember 1985. It is
perhapas too early to say that there will not be future interest.

D. Profiles - Recorrmendaticns: Don't do any more. ~1arkets and
conditions change too quickly to IT'Iake the final proGuct relevant, BKpt.1
selection ~riorities do not reflect investor interest, our contractors
do not have the in-house expertise to effeciently do the profiles, tre
~otential investors have their own unique set of questions they need
answered, and 8KPN is not a promotion oriented agency willing to
"market" a g~od ~rofile if they ever really got one. The J:roof of the
latter point is quite evident when you try and get a copy of a
completed profile from the mI, be it EXPM or f·1inistry cf Incustry.
In general )'OU either get blank stares or a reacti:n indicating
profiles are confidential GOI· property.

USAID agreed to profiles in the scope of work against our better
judgnent to keep BKPM happy. Yet given E«.PM's limited interest in the
whole area of investor promotion, and the questionable benefit of
profiles even if marketed properly, we conclude our money would be
much better spent on additional direct investor consul ting. allowing
the consultants to do market research mini-profiles if particular
investment potential warrants it. Let UNIOO and World Bank continue
to do DSP profiles.

With respect to profiles completed, we should at least insist that the
two contractors and USAID are provided sufficient ccpies for
distribution so they don It just disappear at EKFH.

II. Consulting - BAI

A. Approximately 20 firms have used BAl consulting services to date, of
which 8 were U.S. firms. There were three Qeneral sources of
referrals -- AmCham, KADIN and promoticn tours; USAID referrals,
including JACC, FCS, etc; and prior business contracts from Indonesia
or the U.S. We did not hear of any referral strom BKPM. The actual
list of companies ;s attached to this report (See Annex A]. (Curacell
and Monsanto are two additions not listed since they were consulted
after December"). The U.S. firms are large and generally represent
agro-business and 1ight IIlanufacturing a!; intended (assuming battery
~roduction, glass fiber and testing equipment are considered light
manufacturing). Indonesian inw:stors ranged from very larfe to
small. Cnly two investors (both U.S.) used the full 25 hours, both cf
whom used the B~.I servi ces afterwards at thei r own expense and have
applied for E«P~llicEn5es. BAr screened investors over the telephone
and referred them elsewhere if appropriate. If someone wanted to
meet, BAl offered their serviCES.

B. BA! billed approximately 150 hours of actual consulting services, at a
total estimated cost of about $10,000, or $500 per ccnsultee. BAI, as
"' result of bill ing and profile delay~.,; purposely postponed the



- 5 -

beginning of most consulting services until August, 1985, which
greatly 1imited thei r consul ting acti vi ty. They were al so not as
aggressive in pursuing Indcnesian potential joint venture partners as
was P.MI, which also reduced total consulting hours.

Give" the cost of profiles at $160,000 and actual consulting at
$10,000, we assume the balance of S70,000 was promotion and market
research. BAI's strength appears to be financial and deal pa:kaging
for interested U.S. investors, although they have also packaged a
presentation fer local investors. Their U.S. partner, Arthur Young,
was do';ng fairly routine screening and mass mailing without much
results . .All in all BAI had a fairly passive approach, e.g. come to
us and we'll he1p, but proved very effect'ive with customers who sought
help.

I!. Consul ti n9 - RMI

A. There were 200 initi al inqul rl es resul tin9 in the provl s 1 on of
investment consulting to 34 private fi~s. Of the resulting 24
consultinq service' efforts (see Annex A), credit can be given for 4
EKPM applications. A full description of each is contained in the
Contractor's "Cumulative SumlT'.ary of Program Participants Status"
Report.

Promotional Efforts included the following: Direct r'!ail; business
Media New Releases; direct contact based on research into probable
company interests or prior business contacts; direct contact based on
candidate self-selection through attendance at various Indonesia­
related seminars and meetings; presentations at pUblic forums; and
presentations at informal, personal level on an ad hoc basis.

As to the agribusiness and light business focus, promotic:1al materials
clearly stressed the emphasis to be placed on agribusiness and light
manufactur"ing. The Contractor's reporting indicates an understanding
of this fccus, and in fact, often i~plies a feeling of undue
constraint. ppproximately 67% of all Indonesia enquiries were
agribusiness compared ta ~5% of the U.S. enquiries. No applications
were agribusiness related, with 65% of the consulting services going
to light manufacturing.

B. Hours and Cost

lnfcrmati on on hours and cost per consul tee was not exp: i ci tly
pr-ovided by ~I. But assuming that each of the 34 firms identified as
receiving consulting services received an average of 10 hours of
service at the average hourly rate of approximately U.S. $60.00, each
consul tee cost 5600. This means approximately US 520,000 was useu for
actual consulting services, U.S. $60,000 for prcfiles and the balance
of U.S. S160,OOO for promotion, screening and background research
acti vi ti es.

C. Consu'J ti n9 Rl~$ul ts -- BAl and ~.u

We have jointly reviewed the results of RMI and BAI consulting since
many of the best investments resulted from services provided by both

\
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firms. Cut cf a total of 250 inquiries, 54 U.S. and Indcn~sian firms
received consulting time. Cf the 54 consultees, a total of 8 received
the full 25 hours, and 3 paid for aaditional time en their OwTl. .All
three pcying customers were U.S. finns. As a result of consultations,
six EKP~' applications have been or are being made and four ir.vestments
seem relatively certain, these four being:

Company Product Potential Investment ~!o . of job s

Duracell/ABC Sa tte ri es $6.0 rrri 11 ion 250

r-lonsanto Herbicides $2.0 million 100

Parker Crill ing Oi 1 servi ces 50

PT. Cipta Restu Pumps $2.0 Iilillion 150
Sa rana

Total $10.0 nri 11 ion 550 jobs

We make the assumption that both actual consulting hours and
promotion/screening/research hours were required to promote these
investments, the cost of which amounts to $80,000 for BAI and
$160,000 for ~I, or a total of S240 ,000. Thus au r S240,000
expenditure may result in $10 million of investment and may create
approximately 550 jobs. From a percentage point of view, we conclude
that having 2% of enquiring customers result in investments is very
good by world stc..ldards of investmel,t promotion. We al so cO'1clude
that the contractors took their job seriously, arid are interested in
promoting investments as well as making a buck.

D. Consulting and Quality

Concerning the quality of consultation provided, it appe,""';:; to have
varied greatly depending on the business of the appl ~ cant. For
instance, Parker Drilling consultations with P~I we assume were
excellent, since R,.,I is already very active in the Indonesian oil
business. The same ..... ith Duracell -- they needed a gooa financi al
package and general investment advice, which BAI, with PM! assistance,
was very able to provide. For some of the mere obscure ag'ti -business
or light manufacturing requests, we note a fair amcunt of research
time was needed to allow the consultants to come up to speed. .T+o'$

probably worthwhile to all~w for this type of market research unuer
the contract, provided there1s a reascnable investment pay-off
possibility. We should also encoura~e more commu~icaticn between
firms so that the better qualified finn is selected.. for any part~cular

field of investment er.quiry.

E. Ccnsulting Conc1usion/Recom~endations:

1. There currently is not a sufficie[l-t ma\~ket in Inccnesia to r:'ake
investment conSUlting a profitable lin~ of work. The volume of
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u.s. investors needing such services is very limited, and
Indonesian investors do net appear willing to pay for such
services out of their own pocket. The prcblems on the Inconesian
side are generally one of the fellowing: al inability to pay; b}
the common attitude that a feasibility study is a cocument used to
get a tank loan, not necessarily to learn the rr.arket fer or
feasibility of an in~estment; and c) the strargeness to
Indonesians of paying an outsider for aevice when the standard
~rocedure in Asia appears to be offering a commission or
partnership in any potential deal.

Cur recolmlendation is to therefore allew more time (up to 50
hours) for Indonesian investors in an effort to promo'te the
concept of project feasibility and to encourage investors who
otherwise could not afford the up front research cost.

2. While U.S. investors may have been willing to pay for services
even without 25 free hours, and in several cases al ready had made
earlier contacts in Indcnesia, the big advantage of providing the
25 free hours is that BAI and 11>11 could thereby afforc to actively
pursue the business and devote a chunk of time when no foregone
conclusion was available. In short, we are support"ing a business
which ~ight otherwise disappear given the limited size ot the
market. Since we believe such services to be a valuable
contribution to both Indonesian and U.S. private sector efforts,
our recommendation is to continue providing 25 free hours per U.S.
investors, and to specifically allow for consultation-related
research in the contract.

3. There is no incentive in the current contract to market
consultations aggresslYely €ltner outslae Jakar1.d or in the U.S.
The u.s. partners on these contracts played no real roie, and
there was little local effort to seek investors outside of
Jakarta. The fixed hourly rates did not provide any financial
incentive for promotiona~ activities or travel. We suggest the
contractor scope of wori< and payments allow for IPore aggressive
marketing in the U.S., as related to specific investments only
rather than general promotion, and allow for reimbursement of
tra vel to the prov; nces. The contract wou1 d then IT'a inta in the
hourly rates but would have an added cost reimlursable line item
for trave1, advertising and other promotion.

In addition we urse better coordlnation between the two
contractors, FeS, USAID, BKPM and others to maximize promotional
impact and reduce ove rl ap. CTle speci fi c example wh; ch ;s
currently being evaluated is the possibility of using the S~T

Bu reau mAP proj ect to a11 ow I nte rna tri x to pro v-; de U. s.
promotional services in ccordinaticn with services ~rovided ~y cur
two contractors.

4. We should not shoot too high in our expectations of rraking BKPt·1
more actlVe ln investr.Jent DromotlOl'i.: BKP!·\ remalns Daslcally a
licensin3 board, anc it wll1 require funcamental cha~ges within
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EKP~! and thrcuyhout the COl to alter BKP~lls outlook, organizatien
and regulaticns. /'br should we be overly arrbitious on total
investment expectations. Even in countries with ideal investment
climates, investI:ient prcrnotion work involves lcng lead times and
is net easily traced. ,Alld although the GOI new is emphasizing
non-oil investments in principle, the whole legal structure behind
foreign investments here is still very protective. We are
therefore operating en the ",-=irgin at least until the illI gets
serious about promoting pr'ivate foreign investment. Thirty to
fifty total consultaticns a year may be a reascnable target, with
one or two follow-on investments a year being considered
successful.

III. hlministration of the Project

A. BKPM -- Without going into great detail, we bel ieve EKPM
implementation of the contract to date has been abysmal. Almost no
written direction was issued by BKPH during the year, delays of 6
months or longer were rcutine, and no real interest in the substance
of the project was evident. In two cases, e.g. reversal of decisions
en profile selection and refusal to provide BAI with reasons for
rejecting invoices, BKPr,t was actual'ly a negative factor in
implementation. The numerous staff changes at BKPM has contributed to
this inconsistency and lack of understanding. The one ~right spot
appears to have been two meetings with Chairw.an Ginandjar, who has
been enthusiastic and supportive although uninvolved on a day-to-day
basis.

B. Contractors -- While tile contractors I work appears to be solid, their
aaministration of the contracts was not good. Quarterly reports were
late, net well documented, and in tr.e case of FHI, in Bahasa Indonesia
only until a sUl1111ary was provided USAIC in February, lS86. 8ill ings
were not done monthly, c:.nd were p('lorly substanti ated. Part of the
blame rests with EKPM for not prr'.iding clearer guidelines, but the
contractors could have done a much better job. In P!~Ils favor, they
did a much better job in communicating with BKPM. The combative
nature that BAl often took with BKPM has compounded their problems of
invoice approval.

C. USf.JD -- While we cannot fault the amcunt of effort expended by USAID
in trying to improve ccntract adrr;inistration, we believe a firmer
stance shoulc have been taken fairly early in the contract process.
Specifically, we feel that automatic payment of bills after 20 days
should have been effected in instances when no written response from
BKPM was received. We also feel a greater effort to elevate ccntract
problems to the Chairman's attention wculd have helped, even though it
is not always easy to schedule 3uch ~eetings.

D. Reco~mendations

1. Clearly state to BKPM that USft.ID can, only proceed with these
contracts if: . '

a. The Chainnan takes an act ve role in ensl~ring his staff
follows up on required ac icns; and,

I~
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b. Bl<PM is will ing to accept a contrac~ structure .....hich assumes a
certain amount of trust so that detail ed reports orl how every
hour of time was spent i~ not necessary.

2. USAID should state in advance that, in the absE'nce of wt~itten

objecti ens from BKPM, USAID will honor the contractors I requests
to pay invoices after 30 days.

3. BKPt-1, the Ccntractors and USAID r.:ust jointly decide, before the
contracts are extended, what the fonnat of reports and bill ings
shaul d be.

4. USAID must insist on monthly invoices and timely submission of
reports.

5. BAl must try to establish a better rapport with BKPM, perhaps
involving the assignment of an Indcnesian staff member to
represent BAl at BKPN.

6. The BKPH Chairman should ensure that staff assigned to backstop
the ccntracts has some vested interest in their success, and
should avoid shifting this assignment unless absolutely necessary.

7. Regular mpetings ~ust be scheduled to ensure contractor
coordination, involvement of other U.S. and GOI agencies,
resolution of BKPf·l-Contractor conflicts, and promotion of
investments.

IV. Contract Form/Scope of Work

1. Whatever agreements are reached concerning the fonna t of reports
and invoices should be added to the cor-tract.

2. The scope of work must revised based on the changes agreed to on
profiles (e.g. deletion) and ccnsultations.

3. A cost reimbusable line item shoula be added to the bUdget for
promoticn and travel, and a percentage of total hcurs should be
earmarked for F.4rket research and promvtion needed for investment
ccnsul tat; on.

4. Coordination meetings with the 8KP~1 Chainnan shoulc be cited as'
required under the contract.

5. Time 1im; ts for submi 5S i on of reports shou 1G be SE:t, and a cl ause
added that all reports shall be submitted in both Er.glish and
Bahasa Indonesia.

6. The U.S. partner assistance should be reviewed and either
eliminated or better defined.

I
\)



- 10 -

7 ~ The contract sh,oul d be ex tended through the fu 11 3 year' 1 ife
p:"ov; ded agr'eement can be reached by all parti es on recom!i1ended
administrative and contract char.ges.

cc: ~r. Terry f~~er$, EED
f·ir. Tim ~laho{)ey, PRO
~~. Des O'Riordan, PRO/TIES
~r. Gary Bissen, RLA
Mr. Richard r-'.cClure, FIN

EED :GHWest:nn(02/18/86)



ANNEX A

SUM~ARY OF BAI CONSULTING
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A~NEX A

SUMMARY OF RMI CO~SULTING

PROGRAM PARTICIPANT STATUS

CU\IMULATIVE SUMMARY OCT. 1984 - DEC. 1925

IN DON E S I A UNITED STATES

f-o-----r LIGHT'
SERVICES I sf LIGHT J St:RVcrS rOTAlAGRIBUSINESS },IAM..f~ TOT A..:.JAGRIBlj..~S w.."4...ft.:rlff!-- ---- - - --

INITIAL ENOUIRY 103 42 10 11 45 I
I I,

lI
I

REGISTRATION 88 22 7 117 I 4 \ 19 10 1- 33
Iao_

I~ • '-r-- I

PROPOSAL ® ®

~
I

~REVIEW
17 13 1 I 1 9 5

I
15

.It
I

I -
\CONSULTING I

SERVICES
:3 14 4 21 2 8 3

1

13

I
-or ,

BKPM
Q \1 1 "'" 0 1 1 2APPLICATION t:.

I
FOLLOW - UP OF I 0 0 II APPllC,c.TION 1 1 0 0 1 1

I

t I I .---J
@ INCLUDES A PROPOSAL REPR£SENTtf':G n 8USI/v£SS£SI

ENTREPRENEURS.

® INCLUDES A PROPOSAL REPRESENTING AN A SSOCIATJON OF
20 SMALL S.~WMILLS.



A~~EX B
EVALUATIO~ OF BKPM CONTRACTS

Scope of ~:ork

Evaluation of Facilitating Ir.vestment Contracts

In oreer to assess the results to date and to reccG~end future actions on

tre two USA:D-financed ccntracts bethE€n 2}~P1~ and t:,HI and CusinEss

.A.dvisory Indonesia (DAI), the follov"ing Sccpe of ~!ork is proposed. ~Jote

the evaluation \olill not include review of the BKP-VParnintori Cipta

contract. which has already been terminated.

1. Incustry Profiles -- The fol1owirg inforiiiation should ce cbtained for

profiles prepared by Pl·lI and BAL Infcrmation should be segregated

by contrac t:

A. How ~any profiles are completed. what were they. and what is t~e

qua 1 i t,Y of the product? How does 8K PI·! propose to use them? How

wi 11 the consul tants use thell1?

B. How many hours. how much money v"as spent for each prefile?

C. ~hat indications are there of investor interest as a result of

~rofiles co~leted?

D. What are recommendations concerning profiles -- what to do \>Jith

one's completed, should (:lore ce cone. should r.lethod t·e changed?

II. Ccnsulting Service -- The following infGr~aticn shoulc be gathered

from both RMI a~d SAl:
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I. How ~any cc~panies used the ccnsultins services, who were they?

B. Hew r:iany hours, how r::uch r.cney liaS s~ent for each ccnsultee?

C. What are the results of consultation -- # requesting additicnal

time, # applying for BKPN pemits, S value of r.otential ceals,

j cbs.

D. Cuality of service provided.

E. Reccmmendations ~- should consulting contir.ue? Should format

change? Others.

IIi:. Jl.dr.Jinistration of Project:

A. Assess the initiative, promptness and orsar.izaticn of BKF1-1 in

i I7Ip 1ement i ng the contrac L

B. Assess the initiative, responsiveness and or~2nizaticn of each

contractor.

C. Assess the initiative, promptness and organization of USAID in

backstcpping the contracts.

D. Provide recommendations for changes needed.

IV. Contrac.t formjSccpe of Work:

A. Assess the appropri:i tel~ess of the s. O. \,.., forma t, rrocedures and

nature of the contract.

n. Provide recommendat;c~s.
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APPENDIX B

FROM

CONrRACT FOR CONSULTfu~CY SERVICES
FOR THE

PRIVATE SECTOR DEVELOPNENT EXPLORATORY PROJECT
NUMBER 497-0329

BETWEEN
BADfu~ KOORDIN.A5 I PENAJ.~At'1Ai~ BODAL (BKPM)

AND
P. T. RESOURCES JAYA TEKNIK HANAGEMENT I1\lJ)ONESIA,

(P. To ron)



AP PENUI X B

TE~l'1S OF Rf:FERE NeE

Til~' C·..JnLl'd~(l)r ..,.::: jJ pn'parl: p:"ujt?c:t prof'i les and pro\r.i.de aSSiS(dn,:l: tu

I:1dO;h.:Sl.l:1 enlrepr12:1.eur;: and V.S. invt:stors interefited in projE-cts that:

(l~ ~~C:t HI,' jJric,ri ti'::s dt>temln~d by the Governml!:1t of Ind')nl~sid

.3LI..:OJrding [0 ,:riteria such as those used in lsK.PM's Dafr:ar Sk.:l1"
Priori Las (DSf) anJ GUI cbj~ctiv~s as es:ablished in Repelita {II
3:1d R.:pelita IV, "to enhance the standard of living, intelligence
em:! mor..: even and just ciistribution of we Ifan: for all pt"oplp", tu
:\Cl;>rovl~ access tu resources and to 1ncreaHe regional development.

{lJ Demon~tr2te potential for employment generation, either directly or
ao\o"nstretim, with minimum dislocation or displacement of'existi.ng
jobs; putent.ial for creating jobs Jirectl:{ and indir~crly at a
capital cost per job in the approximate range of US$.'i - 25.000 anel
ge~~rally not more than US$60»OOO (in 1981 prices).

Th<> Con:ractoT I;hould give special attention to projects in aeribusiness
..];I.j ligtlt manufar:turing. Other fa~tors which shnLlrl afft'cl thf' priurity
of ;lrl,jects ~.l·le''':l~t1 incJ.ud<.·: pOlentinJ for I.:rl'Llting slgnifj,~;l.l1t

,.·.Olill~)ym~~llr in rt'latioll tu rt'suurces inll(;'~t.ed -- energy as 1J1:l] .'-IS
~a~itdl, contribution to ~xport generation. extent uf technology
tr .... :ls~ .;>rred ann 10('[lt10n outside Jakarta.

(b) existing ddt<l, market studi"".:;. ~urv(,':.. of ex.tsting literdi"l-" in rh!'

;JI'opo:;t~ct s.·(':· or;

(::-) :. d .... scriptiun 0: any \Jar;" :J1rt:'ady d·.)n.: on tn{, project;

~d) j Jr;Os.:rijJric/:l oj!' the tit;(, phasing 0f rurr:h.:-r York. ~laxil!H.I.T'J U::: ..• t·o_'
1:.l.'!:.!': 0: existing or planned ~tu,H,?s whe:;ever possible. Th:i ~ will
requjr~ tilt: consultant to faruilidri!t! hlf')Self with any oil-goi:1g oJf

tutu::,.:? studie .. il-:'levant to the propused :;ector such as ell('
t'i1g1Jlt:'t'iing seCt0r stud\' tIJ hi: l..mot'rtak.er by tilt· Hinistry t·f
Ind·I.,.~rv, VdritHI:; ::~uJit:~ by UIHiHJ Tor B!'P~1 .J:1d til\,' ~linJ~lr:, u(
!:;Ju:.;rr."', :md \~orJd &.:lnk studi t":. !-or BKP!L Tu th.:! <!xtent. ;'.)ssiblc:.
th"." ...., .'1"1<1 ".;imilar s[u:i;'f<s ""iIi '.:It:.. uc;~d t.;, the c,);):,ulta:1t.



"l..

~',.! ,''':,1\ t'(",! ... '.r p .... ;:Ji· T.. qU.:':.;teJ '1y BKP~:. rhe Conll·.a,~tcr will !>U~:tll u

pr":'\',,,.:.ih:lit:. "1,,,1',' or Pr~':'C:l i-'rolil\.' to iildi.:att: till: t:(:onViidc.
fi;.;:h"l~! n:"hi l,:;::h:-:.:.::..ll viability uf :h.:: P:-',.1cct. ThE' profIles \0'111
",t1~I~l .j=- tw'" ~'.J",j.: ;lart.s: a .;t.ln,lonJ sect1I'., deta11ing the Indo:lt:'~Lln

ir~':{'~t&1l·.::1t t::l'1jr\'I:1.'1l,":1~ "':1ic!l \,,'u'Jl.j ..lPi,Jy to (ill proflle£ and c1 st?crion
~H;jj . .J:').~ tu •• ,>",-lili·. ll(,.j"l.l. Ttll.' llutlin'~ bt:l·)w ls 1nd1c~tjvf: of risl'
ti~~t.:'r,;! !I· ..·.... i {Jf ull.:l1)'sis Jo:slrcd. Thl:" con!>ullants m.Jj' propo~t:

D.t:.>dii·iC:03t:cns~. alter:lativ£>s tv lhe !:>pecifics outlined. Th~ basic
Ll"'jectlvl· is to 3O;3~SS thp. prcje.:t's er:ono>:1!c. technlcal and financial
vlability. EUl.h ~roject profile s!Jo..lJd begin uirh a clear oVt:rall
!:>~Oiiry of th(· cOf'lc;ultant'~ findings on the: projf!l:t's viability.

iHstcrit ~I.lp;.oly of major product groups (last 5 years). in.:luding
Impurt~ ~nd ~xp0rts.

Past consUCJption by primary .industriet>.
Futur~ demand of major product groups, including poss1bl~

structural ':'hanges 1n the consuming industries.
Future supply projectiuns from dom~stic ~~urces) including
pruspccts for export~•
.... reCls of putential l.ll.:lTkr:::t11lS assistancp by U.s. suppliers or
cO:'fcr.::itions.
Local a~plicubl~ marketing practices.

(b) Project D.·~crfption
#

Proposed ca?d~ity broken do~n into major product groups.
LOl:al production technologies and processes available.
Techni~dl de~cription of proj~ct including major equipment and
ma chi n~ ry 1nvol ved.
Prc.j.:::~t inplJ~:; (T',.:.quirements of raw materials and resouTce6,
labor In diIIerent skills. energy needs s etc.).
Loc.~til.>n of project. :I,nc:ludirlog req ..1irements of infrastructural
facilities.
Project com?arison to internaticnal standards.
Pro.1c:C't impl"r:lr>ntiH:ion ~dr.·du1c indtc!l.tiug major actlvi.tic:'s
111\11' I v,-,I.
Sui").'uIHfd,'ti1lt,; 3:1d technical Sl..'f·vic,? nVdll.:!!:>il1tles.
Link.!!,,'':;' t •.l ~ .S. ft: latrJ carpl)i<iti::>li or ~us1~sses.

~:J:1.~.;.:;"..~,Oj: ·;lr::.n:~.'i':~0'~ ::lr~rture (U.S, in'!l'stml?:H, jo~nt-\lI·:;~iJ.·.!

i:l\.'lISl.lT"~,,t. s?(·.::ializ~d .i:;;o:;istanC't' etc.).

:"'J.Lo:n .. in,..: n.-\·,~ ...
7r ... inillt, .~.:jLl:;I'~~=1CS :111" p"C'je:.:t trcdnll,"~ r~quirt.'~(,:Hs o~ GLI}.
l.r:!ph"rn\'!)f ~t ;i..)., >,)(,5.1r.i :!dl: ~cn.
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.Avai 1able f inane i n.g S0urCe.:i.

A:-,sl.UtfJtjl,j;"l used 1:. lh~ i,ruject.
i'ax b~nd its.

ef) Fi(..:md~. ECI)J)I.Nuie A!l,11ysls a;)d Ovprall Economic Bcnl!f1rs ..

Estiwa~~ financial return on investment.
ror~ ign exchdngo::- savi i1gs/earnlngs. - lin\ages to other Sl.:'ctorO'i.

The r.lInfr:~I~tuI will ass€:tnblr clnd screef, propclsals from Ind"Ilt.'-;i.ln
el1trrpr~lJl'UrS interested in dttracting potentIal local or fi.>rt'ign
invpstors. r~ consultant will dE:si~n amI iniplcment a ;>rogram tv
solicit proDusals, proviue asslstanc~ in preparing the,propoSals ior
polt""ntj a1 (n Vt~ ~ t ur stand h.? 11' package poss1 ble project s. The

••co~sultant will provide guiddm-c on U.S. business pract1ce~, legal,
admin1stratlv~ and regulatory matters, taxation, financing, project
structuring and uther services necessary for project dev~lopment anti
1mplernt!ntaion. The l'unsult..lnt will explain the rights and
obligation of Ioea) fims "'hen entering into joint-ventures with
for~tgn c~pQnies. The solicitation effort will make clear that
interest is limited to those project contributing to job creation,
in.::O:D1? gt'neration t il".Jport substitution, non-"il e'li'p''1rt ?rOI1lotion, or
t~chn;)logy transit-I", In selec,tir~ pro:,osals for assistance, tht'.
Cuntl"LlctoT viJl giVe' sj)t>cifi.: attention to the criteria outlin.... j

riirlh·r -snd .<11 an.llyzc jlTospect1ve proposals for SQUnJ:kS$ of eLl"
r-ntn'pn'n'-'l:r's l'r'lj,·.-t pLl"l dnd of his finanl.l~ and IUdrki"t:n;:
... II ,I i ",". i ",

1-1 assiSlil'lb the t':1:r~prE'n..:.n·;o packagip.g his propo~al h"'lf w

prospt!ctive i'lvester, th~ ct:lnt!"dcto. should h:lp the ~nlrc·~r~'Il\'u"

outline infonation likt'ly t\> b~ r~quir~ci by a prospet:t:i ....~
tllv,·slt.>r: I)ll rlk' pr.)it'f't -- infr.1stru('iurf'. tT.:iYlsp()Ttat1:-.n.

utillli ..'!'>, 1".1-' u:.ilcrL!l!', pt.. ni')l!'1f'1, t.·chnIccJl assist-i'WI' h:,~u:r\"d.

init1cil Cind vjler,nit1.6 costs; on the !:ndnr.lal plan -- in.:ludin6
haldll\.'t' si),:·ct. inr:oo~ soratem.::nt and St:f!sit1vity analysi!.; a:1d .:>n :0,'
mdrK~t$ Onrr the ?rojecr pa~~g~ is pr~par~rl the con3ultar.t wIll
asdst tnt· ~~!.rt!?rf'n.::..Jr in lt1ak.iog L:OnCdcts tn business a:1d -..:ith
~,wC'rn..'"Qr.m d~r·j).·it·l' in the lIniti'd St.:t~s helpful t..> dnr.-'l"prJt'nt ..if
t.ll!' ptuj\:,\.·f.e ilk' ..:ull"iuh.~nt,.. will tx- rt:'imbur~l~d ufllJi>r tllll' .;\.lO{r.lt:t

{nr pT'lvl,~I;l,h up 10 "le, p~r~iI IlUlJrt> of l','uQult1ng "'8~ii!.t.Hh·I.' I •• (Jtll..

InqulriOf.; c->::1?.iny wlthuut c:h.argf!' aftf!!' wI1.4 rh furllR!1l" <'i"$i~t",~.· will
b4: pOlid fur t'l~. th.· THilrtirlpatlng ca.'Cp.1ny.
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(2) AS61stan.c~ to u.s. Businessmen in Indonesia

The Contfdctor will haVC' iii place resour~es anrl consult1~

.as5sistanc~ fur U.S. coapan1es coming to ICldonesiB to explore or
revi~w business opportunitIes. Priority for such assi~tB~ce will ~
g1vt:n tv chost! companies responding to investment profllf's describ.?d
earlier and to 1nquiriec regarding in~stment in projects that meet
th~ criteria already discussed. Such requests for assista~ce are
expected to c~e via A~C~~. the GOI, the U.S. Co~erc1al ·Section,
BKPM Tepr~sentative offices in the United States, and Indonesian
consulates in the United States. The .consultant vill provide
information on Indonesia market studies, potential joint-ventures
partners and business opportunities! bysiness practices, legal
administratiNe and regulatory mattf s. taxation. project financing
and other consulting services nece!.sary for project development: and
implem~ntat1on. The consultants v~11 be reimbursed under the
contract for provi di ng up to 25 per son hours of consult1 ng
assistance to the inquiring company without charge after which
further assistance will be paid of by tbe participating cowpany.

(3) Coordination with U.S. Agencie-!
, .

After identification of viable projects t - the consultant w1ll work with
C.S guvl?Tnacnl agencies in soliciting interc:sted U.S. Partners. rh~

ContnH"Lor"\rdJl provldl" thp. Foreign Commercial $ervjc:e with a list of
t.d{~nt:ith·d proposals for prornoti... on by the Department of Commerce's Trdde
and In~stme.nt 0FPortunlty Program. nu~ consultant will also help
detcnrdnc which proposals m:ght benefit from a Trade DeveloplIlt=nt Progran
St udy and makt: cant ac t ,,>'1 th OPI C and Ex1m Bank when~ appropri ute.

~est :wr
(Doc~ 4644A)
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