






Con tents 

2% United States and Indonesia have d e d  together since 1950 to stimulate ecorromu 
development and meet the pressing needs ofIndonesia's population. Since thut time there huw been many 

successes, most notably in agriculture, ,family plannins heaZth and education. 

T k  history of US.  assistance to Indonesia shows changes in f' over the years in response to 
the demands of the time. l k  1950s and 1960s were dmoted to afiulfural producrion, injashuture 
deuekympnt and training. Later in the 19705, family planning, health care for chihiyen and mathers, 

and mral dwe1opmenr were succersfuliy tackled 7he early 1980s saw a new emphasu on instirution-building 
a d  gwemment decmtraliurcion. All of these earlier fm of a&tance d r e s s e d  

rriticaI issues and, at the same rime, provided a farndaticn Jbr today's pro4am. 

The USAED Strategy 
Today, USAID is delivering the knowledge and expertise Indonesia requires as it moues 

into rke next cenrury. The aim is to improve long-term employment and income oprtunit ies by opening 

rcp rhe economy and increasing the means by which all citizens have a chance to participate in pou~th. 

To as;isf Indonesia in the path towurd economic development USAID isfocusing on: 
Opening Up the Economy * Plonningfor Rural and Urban Devefopmen: 

* hcreasing Ap'cultural I*rad14ctivity Managing Xtaturdl Resources * 611,estinf in PeopIe 
Encou~dfl'ng Broad Participation in Beveiopment 

U S D  is proud to haw played a part in Indonesia's dmiopment, fiom its early days 
as a nau republic tu its present stam as a modemizing nation.' With this base to build upon, the United 

States wilI continue to wmk in partnership with Indo~asia to help the 
country achieve long-ter.n zus*aiked growth. 





S ince 1950 USAID and its predecessor agencies have 

worked with the government and people of Indonesia 

to stimulate the country's economic development and 

meet the needs of its population. There have been many 

successes and lessons learned. USAID is proud to have played 

a role in one of the most successful family planning progmms 

in the world, as well as health progr;rams benefiting thousands 

of mothers and children. In agicultur~; U.S. expertise has 

helped Indonesia achieve a "Green Rr~dution" and self- 

sufficiencv in rice productiorr. A.rd tLr.ct~gllout Indonesia, in 

rural as well as urban areas, !ncd governments receiving 

USAID assistance have become better equipped in providing 

employment opportunities. C'nder!y:ag .dl these efforts has 

always been a major focus on er;ruc;~ion and craining which 

has helped produce an ever-ir?c,ieasing pool of highJy skilled 

Indonesian professionals. 

A look at the history of U,S. assistance to Indonesia 

shows that over the years the name of assistance has changed. 

The early years were devoted to providing h d s  for basic 

infrastructure and the necessities of life for a nation emerging 

from over three centuries of colonial rule. Since that time, 

USAID's role has evolved in response to growth and rnatura- 

tion of the Indonesian economy and society. Today, the 

emphasis is on providing the ideas, howledge and technical 

skills necessary for an efficient w:ld productive economy. 

There will be more challenp ahead, but with four 

decades of cooperation to build upon, the USAID-Indonesia 

partnership will continue to meet the diverse needs of a 

modernizing nation. ~ e : ~ f i ~ t r y s ~ ~  



SUMATRA, the 1vor1d.s $$h brBPSt 
&land, is rich in cultural diversity m well .. . 
us oi: and narurtrl gas. 

JAVA, a lush ~~okunic island is onr of 

the world's mosr denrely popuhred wml 

r~ieries.  

KALIMANTAN, the Indonesian portion 

of the S&nd of Borneo, supplies oil 
naarraf fa, and rimber. 

BALI is am inrernnrional tourist 

&tinurim, bur away /ram m Loreis and 

beaches, there survives a unque Hindu 

cuiruw and campiex cooperative 

agriculrural system. 

SULA WESI ir an &land of dense fornu, 

deep vaileys and nrgged kkhlnnds. 

NUSA TENGGARA ISLANDS, 
fatwe a &, harsher climate t k n  cke 
utrnct; to the -westt 

3 

THE MOLUCCAS, famous as rlte 
1 

Spice Lc&& still rrrppiy crops ofcbves, 

nurmeg, c ~ o a  and r.ffec. 

IRIAN JAYA - with exploitation 4 
narurai resources, primitive r&s such as 

cke Asmar and h n i  must u+r to 

modem in$imcer 



PACIFIC OCEAN 
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MOLUCCAS 
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jnl '  FA,^ 9 

"Unity in Diversiiy" is the national mom for the 

world's fiph hrgest county Indonesix's pop&twn is 

about a80 million people and it is estimated that thme 

are over 300 separate ethnic groups and 250 disrincr 
Ianguages spoken in addition to the narional language, 
Bakaur Indonesh. While the big cities on Java a d  

Sumnlr~ $ature a cosmopohmirnn atmosphere, the outer 

iFIandr srillfPlloul a tmdirionaI Iifestyle, in some cater 

&lively untouched the modem world 
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I ^  he United Stntes Agency Jur Jntmt?ional h l a p m m t  (AID) w a  
I ( 9 $3 2 

created by M d e n t j o h n  F. Kennedy in 1961 to consolidate previom 

aid organixatims and to f ~ u s  Ammian msistance on the needs o f  ha developed 
I 

nations. 
i 

T h e  Agency is h e d  in Wahirigga, DC with missions in over eighq 
I 

I rmmbis huughout tL w& Tat3 these AID mimbm work cbrety luidr hostsountry 
I I 
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p e m m e n ~  m achieve economic development thm can be w&d at rl hg-~emz k. 
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In a sepurate but tomphenr(~ry eflbt, the Udted Skltes ab confn'but~~ to rnu&&aZ , 
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I I 
orgc~tzkdom h g  Indonehr md o h  devebpng count& k&d tke WaLIBrmk, 

I the &n L)evebpmed~t &mk, and numerotis U n i d  Nations agencies. I 
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Since h incepriar #ifi aid to Indonesia, the US., through A D  mtd 
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iope&esor agemia, haspr&d over $3.5 binias in thefam ofde~+t imm,~ 
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. grants andfood assistawe. 
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transfm to Knowledge ha#Sfet; USAID/Inhnerio hrr been able to better urger 
I . "  ' . 1 
I I 

, _  itr technical assistanre and helg Indonesia ure wisely all dottor resources as well as: I 
! - 
I - :  its nun resatrces. A greaterjxus on activities at the level hs a h  helped i 
, - 
t 

I 1 "  

k .. ~ 

1' 5 . - : emn (hot U ~ A D  activities have a nationwide impact H I . /  : 
I .,- 
i .  ' . , . . 

i ' 
t " "  

, .  . 
- -. 

i 
I .  

I 
. .  , 

k : .  ' ,.; . - . " 
I ' < 
." ~, . . 

I .  i ' 
1 - .  . .  . . . 

,., . . ~ 

t . .  i . . 
' .  . , 2 .  
, " " .. ~ - . . 
r* "- 1 . -6 

A,. 

I *  . .  . > - -  , 1  \i 

- ,  

" . .  , 

t': 5:- * >. ,, 
-: - ,, _."  ._ , 

' 7  . . I 
- * 

b < . . -  ' , - : . .  ";, -,;: , 
* -.- j . -  " .' ":I ty5<:. , , - ..; 
L -  : ~ ' .  ".  " - 3 ~  

"i:- .. - , . 
L .  6 ,y;.::. A- '" " " 

I. ..̂ . '^ ' . ?" 

i 



I 
ndonesia and the United Slates signed their first economic and technical . Y : A C ~ ~ ~ .  the 3-t fits&; 

cooperation agreement on October 16, 1950. This agreement provided $80 .j rke R~rb f zc  v.fdnn-i;t, 
. , 

mitiion in grants for commodities and technical services to supplement the yJY2"f !hp ZLlic:l!F inlfW 

$567 million in war relief assistance the United States had provided to Indonesia :EL= x30'err: 1,n3r!d LC& a 

prr!rti:zl s p r m  .$ "Ctd&Z 
since 1948. 

Dernxrcry': Fie 1s wrrr 
In cooperation with Indonesian counterparts, staff of the predecessor agencies , :: S. /Imhjdm 

to USAID focused immediately on the most urgent needs of the new republic. dB3.1z ic 2957 

The Indonesian government requested assistance to overcome food shortages, solve 

critical health problems, rehabilitate tr-ansportation facilities, and develop industries. 
The training of Indonesians was urgently needed and the recruitment of promising 
young people for training abroad, supplemented by A-erican teachers and technicians 
senring in Indonesia, became basic features of U .S. assistance projects- Early 

commitment to train critically needed manpower proved to be a major ingredient 

of the country's progress. Extensive technical and financial assistance to commerce, 
industry, and government agencies sinilarly helped lay the foundation for the 
country's economic development. 

Throughout the 1950s and early 1960s.. relations between Indonesia and the 
U.S. were variable due to a varietyof plitical issues, bh domestic and international. 
In 1965, aid programs were sharply curtailed, but nonetheless, the two countries 



A ?;lb~rrc. !?i?!iui:ri . ..rrer r f lGif i i tT 

Preside:!i Soekar~>'s : a t  as the 
"AFc~ri!i.r : x j  &:;cbr?,r?:;~:r': 5; 3 969 

kt. ir: LICV :::. t u  7 u s<:trrt8s . of'jis~c-jrcczr 
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maintained relations that would made. USAID played a major role 
serve as a basis for future cooperative in two important Indonesian efforts I 
efforts. 

Following internal upheaval 
and an abortive coup attempt in 
1965, the Government of Indonesia 
faced serious finmcial instability. 
Under the new leadership of Indo- 
nesia's second President, Soeharto 
the Government of Indonesia initi- 
ated an unprecedented economic 
stabilization program. To support 
this program, rhe United States 

at this time: self-sufficiency in rice 

production and reduction in the 
rising birth rate. To stirnuIate 
development in rural areas, USAID 
funded intermediate and low tech- 
nology projects in agriculture, 
health, population, and education. 

By the rnid-1980s, a drop .in 
oil prices led the Government of 
Indonesia to uridertake far-reaching 
economic policy reforms aimed 

- - 

responded with technical 
assistance as well as food aid and 

cornmodit.? import financing. 
In the lace 1960s, the USAID 

Mission to Indonesia responded to 
the Indonesian government's 
request to reactivate overseas parti- 
cipant training, assist in rebuilding 
its infrastructure, invigorate its 
fledgjing private sector, and help 
curb the country's explosive popda- 
tion growth rate. 

In the 1 9 7 0 ~ ~  Indonesia's oil 
boom fueled a growing economy. 
Operating under a c e n d y  planned, 
highly subsidized and tightly 
regulated system with abundant 
resources, remarkable economic and 
social progress continued to be 

at improving economic efficiency 
and reducing dependency on 03 
revenues. USAID supported &is 
process with technical advisory 
services and financial assistance- 
Indonesia introduced important 
reforms in agriculture, education, 
health services, financial markets and 
banking. 

Over the past forty years, the 
range of USAID assistance to 1ndo- 
nesia has reached broadly across 'its 
many islands and addressed : a 
diversity of needs. Early projips 
which focused on the nuts and hilts 
of development not only hdped solve 
pressing needs of the time, bur they 
have laid the groundwork for today's 
assistance at the broader level ,of 
planning and policy change. / 

i 



AGRICULTURE 

Early agricultural assistance to 
Indonesia gave priority to increasing 
f d  production, providing extension 
services and opportunities for 
education. Later, in the 1960s, 
assistance enco~npassed research and 
building up the capacity of Indo- 
nesian institutions to respond directly 
to farmers' needs. Projects were 
undertaken to help improve agri- 
cultural marketing and credit 
systems in order to encourage iive- 
stock, forestry and crop production. 

In the mid-1970s, USAID 
assisted Tndonesia in a major effort 
to build a national agricultural 
research organization. The Agency 
for .4gricultural Research and 

Development was created, and in 

collaboration with USAID and the 
International Rice Research Institute, 
it paved the way for a rapid rise in 

rice proauction. The impact was 

profound due to the development of 
highly productive new varieties 
of rice combined with the use cf 
fertilizers, pesticides, and improved 
irrigation systems. 

Other USAID projects in the 
1970s and early 1980s focused on 
decentralization by helping to 
improve planning systems and local 

governments' abilities to increase f7 1 q ~ ! ; ~  .,?,;:&-cjr! L7;7+!.5i72; 

rural incomes. A>,! .Ls , . s~ ,~  .-.:.. .,.. , , :?:!!~.GCL , A",: . ~ , t , . , , ~ ~ ,  -; icx. , 
~. USAID-funded projects also :~::hr;.!!~?,~y I~~c~:~I:~~::Ps . . G P ~ . ~ ? ~ " ! I ~ -  :; <. . . <  

have helped Indonesians build 
7 7 .  ;kt, ;< ?;.;: ?.-,., .,,4. ppk7:: . -2 .  

T: A -:a E,?~frhheri u.r:h :~$c-g~{~,r)!! ;lTi 
simple, small-scale irrigation systems . - 

and have assisted farmers in 
organizing themselves to operate and 

maintain their systems. These 
projects had a positive and quick 
impact on rice production and on 
generating income for rural gopula- 
tions. In Java and Sula~vesi the 
construction of infrastructure for 
flood control brought extensive 
areas of land under irrigation and 
developed additional lowland ::e 

crop areas. 

Rue 
(in rnilliom of tom) 

- 1 
?v;.r Rirr irnpom 

1969 71 33 7 Ti i9 81 8 8J 87 



CUMULATIVE TOTALS OF 

USAID -!~SISTED IKDC)N&IAN 
STUDENTS STUUYLNG ABRO.%IJ 

EDUCATION 

Human resource development has 
always played a major role ir, 

USAID assistance rc Indonesia, with 
both countries placing great in!- 
portance on educating and building 
the skiIls of Indonesian students and 
professionals. 

One of the most successful 
aspects of this effort has been the 
training of Indonesians, mainly in 
the US., to fill positions of res- 
ponsibility in Indonesia. By 1988, 
over 10,000 Indonesian students had 
received All3 financed education and 
training overseas. Significantly, from 
1970 to 1989, over two thousand 
of the students were in graduate 
programs. 

Today, many of Indonesia's 
top policymakers and business 
leaders are graduates of An?&:an 
universities. The skills ma ex- 
periences resulting from this edu- 
cation exchange have created a 
generation of prefessionals who are 
rransforming Indonesian institu- 
tions. 

In agrictilturaI education, 

cooperative efforts b~tween U.S. 
Indonesian universities have had a 
direct and laxing impact on the 
Indonesian agricultural system., The 
country's agricultural universities 
have made coniinuing improve- 
ments in academic programs 

and today are the main source of , 

scientists, technicians and key 
personnel involved in agricraltud 
extension. 

FAMILY PLANNING 

Prompted by the near doubling of 
Indonesia's populatim in the 1350s 
and 1960s, President Soehartu in 
1970 directed the establishment ofa 
National Family Planning Cooi- - 
dinating Board to oversee all. Indo- 
nesian family plaming activities. 
This was the beginning of wiat is 
today one of the most successfd 
family planning programs in, the 
world. 

With the support of USAID, 
this program efficiently moved 
through the early phases of dev& 
ment and implementation, w5& 



initial efforts concentrated on the 

densely populated islands of Java. 
Bali and Madura. 

During the 1970s and 1980s, 

CSXID coctinuud to be- Indonesia's 
prir lcip-al family plhrlning partner, 
providing over $1.5 n?illion annually 

for [raining, iocd iiniriatives. innova- 
rions. and the establishment of a 
relia~le supply of contraceptives. 

I~donesia expanded its family 
plannillg service points rapidly afid 

became the first developing country 

ro establish its owil manufacturing 

piant for oral contracep:ives. 
As a result of this well-coor- 

dinated farnil? planning program, 
the total fertility rate has declined 

dramatically in the past twenty 

years. Today? Indonesia's family 
planning program has become a 
model for other less developed 
nations. 

HE.ZLTH 

With 1naIaria as one of Indonesia's 
mo~: pressing health problems in the 

1950s, the U.S. 2nd orher donors 
such as the hTorld Health Organiza- 
tion and UNlCEF embarked on a 
mass;\-e eradication prosram m.Ith 

the objecrive of ridding Java, Bll i  
and South Sumatra of rnalaea. At 
the program's end in ;9b'7, malaria 

had been brought under conrrol ;n 

these target areas. Significantly, 
;here were fewer than 100 deaths 

attributable to mdaria in rhe areas 

covered, compared to 195 i when 
over 100,000 deaths were reported. 

Iil the ensuing years USAID 
assisted Iadonesia in expanding 
regional public hezlth facilities and 
strengthening capabdities of nationd 

and provincial health staff. Health 

and nutrition activities were added 

to family planning clinics and a 
nationd nutrition surveillancl: team 
was developed. 

In the past decade, strong 
es.?hasis has been placed on mother 
and chiid healch. A range of pr~jects 

concerned with immunization and 

diarrhea1 disease ct;ntroi has been 
unc'iertakcn with impressive ic~ults.  

TRENDS IN CH!LD A N D  

!SFANT MORTALITY 



U.S. assistance to industrial research 
and training institutes began in 
1951. O n  a small scale it supported 
d a g e  industries and provided 
purchasing, credit and marketing 
assistance. On a larger scale, it 
contributed to the development of 
diesel electric generating plants, an 

electric generator installation, and 
facilities for cement production and 
construction of automobile parts. 

With only about 1 percent of 
Indonesia's villagers having access 
to electricity in 1974, rural electri- 
fication was emphasized as the basis 
for decentrdizing industry, for 
providing irrigation water and sup- 
plying household needs. By 1980, 
USAID had helped electrify 600 
villages in Java and outlying islands. 

One of the key transportation 
projects supported by the U.S. was 
construction of the Jakarta By-Pass 
Highway. Completed in 1963, this 
transportation link greatly improved 
the movemer,t of goods from 

Jakarta's port to inIand areas of 
Jzva. Later, in the 1970s, USAID 
assisted in construction of a highway 
between Jakarta and Ciawi, known 
as the "Jagorawi". 

Other USAID efforts in trans- 
portation included rural road con- 
struction, rail-dad equipment and 
rehabilitation, civil aviation and the 
development of inter-island shipping 
and port facilities. 

FOOD ASS~~TANCE 

Since 1954 a substantial POI-tionAof 
U.S. aid to Indonesia has come brn 
the food assistance program enacted 
as Public Law 480 and known as 
"Food for Peace." Title 1 of &e 
program provides food sates to m ~ t  

deficits in the commercial fmd 
markets with proceeds from t h k  
sales supporting devel~pment adti- 
vities. Jn Indonesia, Title II is a food 
grant program supporting empfqy- 
ment generation and nuu-itioa, :as 
well as community development 
activities. 



A new direction begun in 1974 has 
increased emphasis on the work of 
private voluntary organizations 
(PVOs) through jointly financed 
development projects. Under the 
program, up to 75 percent of total 
project costs are funded by USAID. 

The PVO Co-Financing Aoject 

has fostered collaboration between 
USAID and a variety of partner 

organizations including Indonesian 
and U.S. PVOs, smaller self-dmce 
organizations, and other donor 
agencies and communities providing 
in-kind and cash contributions. 

The scope of the PVO Co- 
Financing Project has been 
exceptionally wide, spanning across 
all. of Indonesia and providing 
assistance to a broad range of 
beneficiaries. Significant nation2 
impact can be seen in public policy 
related to family planning and child 

survival. Other important contri- 
butions have been made in such 
diverse areas as rural credit and legal 
and consumer awareness. 

DISASTER PREPAREDNESS 

Over the years, USAIB has come 
to the assistance of thousands of 
Indonesians affected by natural 
disasters. Today, in addition to 
providing relief when it is needed, 

there is also support for disaster 
preparedness. Working with the 
U.N. Disaster Relief Oflice, USAID 
has helped strengthen the Govern- 
ment of Indonesia's capacity to plan 
for disasters through training pro- 
grams and the development o i  better 
forecasting and monitoring methais. 





OPENING UP THE ECONOMY 

Like many other countries, Indonesia faces the challenge of 
restructuring its economy in favor of a more open market 
system. USAID supports this process by assisting the 
Indonesian government in its efforts to carry out important 
policy changes and particularly to help implement reforms 
in areas where new policies have already been established. 
An i~reportant objective of Indonesian government actions has 
been freeing up the private sector in a more market driven 
eccnomy. 

These same objectives-implementing policy reform 
and encouraging the private sector-carry through the entire 
USAID portfolio from trade and finance to agriculture, 
health, population and education. 

Promoting Trade and Irtuestment 
To promote a pro-trade business climate, WSAID is helping 
the Government of Indonesia take a more facilitative role 
promoting trade and investment. Private organizations are 
also encouraged to play a more dynamic role in helping the 
business community take advantage of the newly deregulated 
environment. 

USAID is also working to create a better atmosphere 
for both domestic and international investment in Indonesia 
through support for research and training in commercial law, 

technology licensing, intellectual property rights, joint venture 
law and contract law. BALANCE SURPLUS 

M B i k  (US M r r )  





Mobilizing Financial Resources 

As Indonesia makes the tranaition to a more open market 
economy, its financial systems are becorning more accessible 
and efficient in providing the capital needecl for growth. 
USAID is assisting Indonesia in rnob9izing; its financid 
resources through a variety of means inch!-kg financial 
market expansion, tax administration, bankir~b: reform and 
investment promotion. 

USlUD has helped pioneer a new approach to mobilizing 
fmancial resources in Indonesia through expansion of stock, 
bond, money and commodity markets. Tbe FinanczklMarketr 
?@ct provides American expertise, training for Indonesian 
professionals and assistance to the government in formulating 
policy reforms for financial market development. 

An efficient tax system is also key to mobilizing the 
resources needed for economic growth. With far-reaching tax 
reforms already in place in Indonesia, USAID is providing 
expertise in making the system work more effectively. 

At the core of 
USAID's efforts in 
banking reform is assis- 
tance to rnicro-enter- 

prises, the small business- 
es at the base of the eco- 
nomy. At the village 
level, USAID is helping 
to transform an under- 

developed rural banking 
system into one providing 
eficient and self-support- 
ing services. Through 
USAID-sponsored tech- 

nical assistance, training, 
and loans, provincial 
development banks are 
becoming better equipped to support smaller village credit 
and savings institutions. In complementary efforts, USAID 
works with Indonesia's Bank Niaga, Bank.Urnum Nasional 
and Bank Rakyat Indonesia to expand banking sewices to 
small businesses and provide loan guarantees. 

USAID - Askred Rural Baoh 

Numb 4hnr 
H N u m b  OJSF &owns 



PLANNING FOR URBAN AND RURAL. DEVELOPMENT 

URBAN GROWTH AND URBAN 
SERVICES IN ~NDONESIA 

Accelerating rates of urbanization are placing severe strains 
on urban areas throughout Indonesia. At tl c w n e  time, as 
support from central government decreases, ..>ere is a shiit 
in the responsibility for plar, ~ l g  and fmancil~ I ~ J ~ K  e w v i c s  
down to lower levels of government and incre BSAI F G : I ~ ~ C S  
on the private sector. 

The ?dunin'pol F i m e  12/o& is one way in which USMD 
is helping Indonesia generate fmancial resources lor urfjrrn 
development. This technical assistance and traicing project 
promotes greater private sector participation in the operation 
and financing of urban infrastructure and services. 

Associated with the Municipal Finance Project is the 
Hawing Guarang Loan which provides attractive terms and 

a U.S. government guaranty for a $100 million loan to help 
finance shelter-related urban infrastructure improvements 
benefiting Iower income households. 

a Urban Population . . . . . .  . st;~;~,::;:~:j~:L>!j ?-;<;.; .: ,*I.I;:V !t,!;~:j:.! fi! T+i : [ t j? ! t~3 i ; ! : ;  si~.i;:! ::!:(: i,L-5>;:Tyi:< J ~ * ~ . ! - ! * , ~ ~ ; ~ ~ , ! ; :  
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Rural Development 

USAfD's support for rural development continues today 
with a focus on the private, as well as public sector, in 
promoting efiicient production, processing and trade. 

The Small Scale Inigdzon Pqect supports the construction 
of sustainable, environmentally sound irrigatian systems to 

encourage diversified cropping patterns. In addition to 
providing irrigation infrastructure, the project is also showing 
the advantages of user fees and direct farmer involvement 
in operating and maintaining irrigation systems. By invoIving 
farmers in dl stases of irrigation development, from site 
selection and design through operations and maintenance, 
the appropriateness to local conditions as well as farmer 
commitment to the process are ensured. 

The Rural Roads h l a i n h n c e  Systemr Project helps to 

develop sustainable systems of road maintenance and manage- 
ment in rurd areas and also illustrates how to more effectively 
design, construct and manage road networks throughout the 
country. 

Both of these two projects are designed to build up the 
public and private sector's capabilities to develop, optrate 
and maintain infrastructure at the local level. 
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Feeding the world's fhh most populated country is a 
formidable task, but one in which Indonesia has made 
remarkable progress. Production of rice, the major agri- 
cultural crop, has riserz continuously over the past fifteen years, 

and Indonesia moved from being the world's largest importer 
of rice to self-sufficiency in 1985. 

Having overcoxne many of the basic issues of agri- 
cultural yield, emphasis is placed today on employment and 
income opportunities available from the entire agricultural 
system including production, processing, distribution, 
marketing and consumption. USAID and Indonesia are 

working together to: 

Build greater coordination between the public and private 
sector in the agricultural process. 

- Promote agribusiness-the marketing, processing and 
trade aspects of the agricultural system. 

Rtxsearch. and Planning 

Research based on the demands of the marketplace as well 
as the needs of producers is the basis for the current agri- 
cultural p rogm.  Building on earlier USAID-Indonesia 

efforts in agricultural research, there have been impressive 
results in increasing crop production, reducing pest problems, 
and introducing more efficient crop management processes. 

In concert with research, improved planning. systcrns 
allow Indonesia to better analyze and respond to the a@- 

cultural demands of the next twenty to thirty years. A result 

of USAID's long-term assistance in agricultud planning has 
been an important shift in emphasis from production in 
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general to production geared to specific consumer demands. 
Tfie Collnboratiue Research Support Program helps increase 

farm productivity and income in selected areas in Indonesia. 
In Sumatra, improved soil management systems are being 
developed for selected acid soil areas. In North Sumatra and 
Central Java, village-ievel family nutrition and income are 

enhanced through projects to improve sheep and goat 
husbandry systems. 

As incomes rise and lifestyles improve in Indonesia, 
consumers will continue to demand higher quality protein 
and a more diversified diet. USAID is supporting food 
diversification strategies to meet this shift in consumer demand 
by encourzgkg the production and marketing of non-rice crops 
such as corn, grain legumes, peanuts, cassava, fruits, and 
vegetables. Assistance to fisheries research and development 
is promoting another food source by improving the tech~o- 
logical and management skills of public and private fisheries. 

Trade and Marketing 

As Indonesia' s agricultural system becomes more trade 
oriented, greater emphasis is placed on the business aspects 
of agriculture including marketing, sales and packaging. To 
assist in this area, USAID works with both the public and 
private sector to increase the competitiveness of Indonesian 
products in domestic and international markets. 

The A@Jture and Rural Sector Support Progam, begun in 
1987, represents another form of USAID assistance to Indo- 
r~esia. This cooperative program provides temporary budget 
support to the Government of Indonesia as it continues its 
program to expand and diversify the agricultural sector through 

pricing and subsidies, agricultural processing and trade. 



MANAGING NATURAL RESOURCES 

Indonesia has the richest and most diverse ecological, 
biological, and forest resource base of any country assisted 
by an AID mission. Increasingly, this natural endowment 
is threatened by excessive exploitation: forests are being 
depleted, water supplies are becoming polluted, and many 
species of plants and animals are in danger of extinction. 
Recognizing the critical natural of this issue, USAID and 

Indonesia are working together to address environmental 
problems at the national level through policy and institu- 
tional reforms. 

The Nataral Resources Management Prtxject focuses on 
national-level policy and the public sector's ability to analyze 
the impacts of development on natural resources. It utilizes 
fieldwork to support policy analysis and to test innovative 
approaches to resource management. By targeting actions at 
Indonesia's policy level, by maintain'ig close collaboration 

with other donors, and by engaging the private sector in 
resource management, .the project has nationwide impact. 

As more natural mas are converted to agricultural use, and as 
farming techniques become more intensive, threats to 
Indonesia's environment will increase. To address these issues, 
USAZD is helping 1 0 4  governments encourase farming 
systems which minimize impacts on the environment. In the 
densely populated upland areas of Jzva, &.e Ufihd Agn'calt~re 

and Conseraatim A-yec~ is developing and testing farming systems 
that minimize soil erosion whiie increasing production. 

Abou. 10 percent of the world's plant species thrive in 
Indonesia's rich tropical forests and coastal ecosystems, and 
many plants and animals are found nowhere else. As a 
storehouse for future medical and agricultural purposes, this 
biodiversity has an incalculable value bath to Indonesia and 
to the world. 

USMD's biodiversity strategy concentrates on irnple- 
menration of policy reforms aimed at protecting and managing 
Indonesia's valuable biological assets and helping the govern- 
ment generate increased economic benefit from parks and 
protected areas. 





USAID'S approach to education reflects pressing current and 
future needs. Taking a long-term approach in planning for 

future generations, USAID is working with the Miniuy of 
Education and Culture to mobilize iysources for education 
more efficiently and effectively. The aim is to link the 
educational system with actual market demand, providing 

lties for the potential for greater employment opportui 
graduates. 
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: r ~ 2 ~ ? ~ : , T c ~  >rJ?i2ry:z, nesia's higher education systems, particularly in business 
administration, agriculture and the basic sciences- An example 
is the W R F ~  Universities Agricdwal Education prqkd which 
supports eleven public universities on Sumatra azld Kdi- 
mantan, areas which have strung economic potend but weaic 
higher educational facilities. 

TO assist the Indonesian educational system in the short- 
term, USAID funds the werseas education and training of 
personnel in critical mas of development. Spedked mining 
is funded by almost all USAID projects and by the G m d  
Particz3ant Trainiq Fbjxt. A unique aspect of this project is 
the 0umsea.r Training O f i e  created within the government to 
assume the planning, adninistering and monitoring of 
USAID and other donor-funded training programs. 



Indonesia's successful family planning services system is h e  
product of strong government and donor commitments over 
the past twenty years, induding a major role by USAID 
W e  past g&s have heen achieved aImost entirely through 
government programs, rapid expar sion clf fanlily planning 
services now requires mobilizing resources outside govern- 
ment and making the system rmre efficient. 

The Private &tor F ' y  Phnniq Prg-ect is USAID's fins! 
push to help Tndonesia reduce its natioild fertiiity rate m d  
put family planning or, a self-sustaining basis. The project 
concentrates on b e e  main areas: 

- Greater private sector involvement in family planning 
service delivery. The goal is to increase the number of locations 
where high quality farnily planning services can be obtained 
and to strengthen service provision, especially by private 
doctors, midwives and pharmacists. 

- Creating the demand for family plming senjces through 
"social marketing7'-innovative advertising and ~narketing. 
By promoting a d  providing lower-priced altelmittl.~es in 
contraceptives, more people wlll pay for services, reducing the 
need for government subsidies. 

Imgroving the quality of clinical contraceptive methods, 
especially those of a long-term nature in order to reduce 
contraceptive costs for both users and the government. 



Other USAID-sponsor& family p1ar .g  projects now 
winding down have provided a strong basis for the future. 
The Village Fmily Pknnitg Mother Child Weljaa~e Bojetl has 
worked within Indonesia's strong community-based health 
and family planning system. Begun in 1979, the project has 

decreased malnutrition and diarrheal disease among children 
under five, while increasing the receptivity to family planring. 
Other projects throughout the country have helped expand 
family planning services in urban as w d  as rural areas- 

Deaths among mothers, infants and children still 
constitute the majority of all deaths in Indonesia. Child 
survival has been, and will continue to be, a priority for 
USAID. 

With the Hkalth Sectm FinaGng Pryect, USAID is 
working with Indonesia's Ministry of Health to expand 
resources available for child survival through: 

* Improvements in efficiency and cost recovery and a reduc- 
tion in public subsidies for government hospitals, 

Development of systems of public and private health 
insurance. 

Shifts in public expenditures for pharmaceuticals to those 
which contribute to child survival. 

. , 
Improvements in policy analysis and methods of I 

allocating resources. i 

Education and training of health professionals a d  
pdiioners conhue to be important components of USAID'S 
health program. Assistance to four Indonesian universities 
is helping them establish degree-granting schools of public 
health under the FanrltiRF of Public Hdth  P~oJ*&. 

In the future, the emergence of older age groups as 
sigdicant portions of the population mdl  lead to greater 
demand for preventive medicine and chronic care. USAID 
anticipates this trend by helping both the public and private 
sector analyze needs a;rd provide the services essential to the 
health of Indonesian families. 
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An open market economy must 

work together with an open 
society where all citizens have 
the opportunity to participate 
in economic development. 

To assist in this process, USAID works with institutions and 
organizations both within and outside government to make 
broader participation possible. 

On the public sector side, USAID is assisting the 
Government of Indonesia as it shifts from strong central 
control to a system cding for greater responsibility and 
initiative at dl levels of government. - 

Hand in hand with this is the 
process of building up the capabilities 
of private voluatary and non-profit 
organizations as they assume a 

greater role in development. A 
variety of these organizations recei-~e 
USAID assistance working in areas as diverse as consumer 

rights, environmental awareness, compliance with rni3imur-n 
wage laws, book publishing, local self-help, and rnicro- 
enterprise development. 

USAID assistance also addresses those segments of the 

population who might not fully understand their rights or 
responsibilities in the development process. Through The Ask 
Foundation, USAID sponsors innovative television pro- 
grarfirning aimed at increasing the public's awareness of legal 
rights and responsibilities. In cooperation with Indonesian 
government agencies and institutions efforts are also being 
made to strengthen the role of the press and judicial 

institutions. 

In addition to the many 
USAID-assisted projects to 
rake he-th and living standads 

for women, there are several 
that directly support legal 

needs. The k g d  Aid and Consultation Institute for Women 
and Families has opened up access to the Indonesian judicial 
system for women, particularly &om lower income groups. 
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