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INTRODUCTION 

The FY 85 CDSS,  approved I n  1983, analyzes development 

problems and prospects l n  and the Ylsslon' s 

program s t ra tegy  for t h e  remainder of the  1980s. The s t ra tegy  

focuses on three  ma l o r  development goals: I )  expandlng 

productive off-farm employment, 2 )  lncreaslng and dlvers i fylng 

food production and strengthening re la t ed  resource management; 

and 3 ) lmprovlng pr  unary hea l th  care  and complet lng development 

of t h e  famlly plannlng program, The s t ra tegy  a l so  out l lnes  t n e  

M l  ss Lon ' s plans t o  support human resource development i n  f xelds 

r e l a red  t o  t h e  th ree  a reas  of focus noted above. 

To work toward these  goals,  t h e  Mlsslon's top  p r i o r l t y  1s 

l n s t  l t u t  Ion bulldlng,  p a r t i c u l a r l y  the  development of 

management and technlcal s k l l l s .  Other p r l o r l t l e s  a r e  

improvements i n  pollcy ana lys ls  through support for  research 

and experimental pro?ec ts ,  and expanded dlscusslon wlth 

government ; lntroduct ion and adaptation of t ethnology through 

t r a l n l n g ,  technlca l  assistance, and field t r l a l s ;  and, i n  a 

modest way, the  development of opportunities for  the  pr lva te  

sector w l t h  a v i e w  to expandlng o f f - f a r m  e m p l o y m e n t .  The 

M ~ s s l o n  's target  group cont l n u e s  to be the  rural p o o r - - s m a l l  

farm owners and the landless ,  w l t h  conslderat  lon for  women ' s 

ro les .  In the  l a t e  1980s, however, t he  Mlsslon an t l c lpa tes  the  

posslbrllty of a gradual shift of focus to town and urban 

cen te r s ,  areas  whlch a r e  expected t o  grow rapldly durlng the  



decade and whlch must become a locat lon for  subs tan t la l  

off-farm erngloyrnent. The Mlssion w l l l  begln t o  assess  

p o s s i b i l l t l e s  In FY 84 and FY 85.  Durlng fhe CDSS perlod, 

although a subs tan t l a l  par t  of the  Mlsslon's program w l l l  be 

found i n  Java, the  Mlsslon w l l l  malntaln a s t rong presence I n  

se lec ted  outer  1 sland provinces . 

Although t h e  s t ra tegy  out l lned In the  FY 85 CDSS remalns 

va l id ,  t he  Mlsslon 1s contlnulng t o  r e f lne  ~ t s  program In 

se lec ted  areas.  In FY 84, for  example, attention will be glven 

t o  strengthening sec t ions  deallng w ~ t h  employment and 

enterprise development, p ro lec t  evaluation, and i r r l g a t l o n .  

The CDSS report  is  d l v ~ d e d  i n t o  th ree  sections. The f r r s t  

-=- presents  a macro-economic update. The second r e n e w s  progress -. 
f o r  major program areas  a s  well as for  t h e  Mlsslon's e f f o r t s  t o  

strengthen pollcy analysis, develop decentralized capacity,  and 

~ n t e g r a t e  PL 480 more f u l l y  wlth the  program, A f l n a l  sec t lon  

covers management l ssues  and presents  general work plans f o r  EY 

84 and FY 85. 

Macro-Economlc Update 

I.A. Economlc Downturn and Pollcy Changes 

1983 was t h e  second year of a s lgn l f l can t  economlc 

downturn, marklng the  beginning of a t r a n s l t l o n  of the  
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Indonesian economy from the h lgh ,  011-based growth r a t e s  of t h e  

l a t e  1970s and e a r l y  1980s t o  more conventional growth 

dependent on non-011 expor t  s. The d l s t  lngu l sh lng  f e a t u r e  o f  

t h e  y e a r  was not  t h e  continued economlc downturn, however, but  

r a t h e r  t h e  e x c e l l e n t  p o l l c y  measures t h a t  were Introduced t o  

r e v e r s e  t h e  r a p i d l y  d e t e r l o r a t l m g  e x t e r n a l  situation, and t o  

set t h e  s t a g e  f o r  restructuring t h e  oi l -dependent  economy. 

A s  a n t i c i p a t e d  I n  t h e  CDSS, real  GDP growth dramatically 

slowed, from 7.9 pe rcen t  I n  FY 1981/82 t o  a n  est l rnated 2.2 

p e r c e n t  I n  FY 1982/83, whl l e  t h e  ba lance  of payments c u r r e n t  

account  d e f l c l t  grew from $2.9 b l l l l o n  t o  $6.9 b i l l l o n .  

D e s p l t e  a c t l o n s  t a k e n  by t h e  government t o  c o n t a l n  t h e  1982/83 

and t h e  1983/84 budgets  a t  1981/82 l e v e l s  i n  real te rms,  which 

Inc luded a s u b s t a n t l a 1  reduction of f u e l  s u b s l d l e s ,  and t o  

maln ta in  consumer p r i c e  Index I n c r e a s e s  below 9 p e r c e n t ,  the 

c z r z e n t  ecccunt defrczt suhstantrally worsened i n  1982/83, 

l a r g e l y  because o f  d e c l l n l n g  0x1 expor t  revenues.  As a r e s u l t ,  

n e t  o f f i c l a l  r e s e r v e s  f e l l  by more t h a n  $3.3 b l l l i o n  t o  l e s s  

t h a n  h a l f  of  the  p rev ious  l e v e l .  The acceleration of p r i v a t e  

cap i ta l  f l lght  durlng early 1983 coupled w l t h  t h e  OPEC dec~s ion  

t o  reduce o i l  prices i n  mld-March, culminated In a 27.6 percent 

d e v a l u a t i o n  of t h e  r u p i a h  a g a l n s t  t h e  d o l l a r  on March 30, 1983. 

The devaluation was qulckly followed by a number of p o l l c y  

changes deslgned t o  prevent  e r o s l o n  o f  t h e  r e a l  effective 
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exchange r a t e  (whlch occurred following the 1978 devaluation). 

F l r s t ,  a  managed f loa t  was Introduced requlrlng tha t  exchange 

r a t e s  be revlewed and se t  dal ly on the basls of a new basket of 

currencies that  be t t e r  ref lected the  importance of major 

t radlng partners and competitors. Second, determined t o  hold 

down ~ n f l a t l o n ,  the  government took steps t o  ensure adequate 

supplles of baslc consumer food ~ t e m s ,  t o  res t ra in  excessive 

c red i t  expanslon In the  banklng community, and t o  avold 

domestxc f lnanclng of a  budgetary de f l c l t .  Thlrd, selected 

publlc sector investments worth approxxmately $21 b l l l l on ,  

lncludlng a $10 b l l l l o n  lmport content, were deferred 

indefinitely t o  reduce the  lmport b i l l .  

In addltlon t o  the  above pol lc les ,  measures were Introduced 

In 1983 t o  begln r e s t r u c t u r ~ n g  the  011-dependent Indonesian 

economy. In l l n e  wlth general Fourth Plan objectives t o  

premot e employment and non-01 l exsort s, and t o  mobllxze 

domestlc resources/sav~ngs, the  government undertook malor 

reform of monetary/banklng pollcy and tax l eg l s la t lon ,  and 

l n l t i a t e d  a  prlorxty renew of regulatory and llcenslng 

requirements unposed on the pr lvate  sector by government 

agencies. 

The set  of pollcy measures taken I n  1983 helped correct 

both the price of capltal and the prlce of forelgn exchange. 

I f  these measures can be sustained they should lead t o  

s lgnif  lcant ly greater a l loca t  lve ef f lclency, lncludlng the 

d l r ec t  stlrnulatlon of the prlvate  sector ,  employment, 
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l a b o r - l n t e n s l v e  rnvestment ,  and non-all  exports. The 

m o b l l l z a t l o n  o f  domest ic  savlngs  f o r  both  p u b l l c  and p r l v a t e  

s e c t o r  investment should  a l s o  r e c e l v e  a  much needed boos t .  

These p o l l c y  a c t l o n s  have been uniformly commended by 

l n t e r n a t  l o n a l  o b s e r v e r s  f o r  t h e l r  e f  f e c t l v e n e s s ,  l n t e r n a l  

conszs tency ,  and t h e i r  g e n e r a l l y  corrective, as opposed t o  

suppressive o r  stop-gap, na tu re .  They r e p r e s e n t e d  tough 

d e c l s l o n s  and t h e  government dese rves  h igh  p r a l s e  f o r  t h e l r  

t ~ m e l l n e s s .  F igures  I and I1 I n  Annex A show t 3 e  major p o l l c y  

a c t l o n s  t aken  I n  1982 and 1983. 
C 

Whlle t h e  p o l l c y  changes introduced I n  1983 a r e  c o r r e c t  and 

impressive, ~t 1s important  t o  no te  t h a t  Indones la  1s only a t  

t h e  beglnnlng  of a two t o  t h r e e  y e a r  adjustment  p e r l o d  t o  b r i n g  

~ t s  e x t e r n a l  current account  ba lance  l n t o  s u s t a i n a b l e  

alignment. Moreover, it w i l l  t a k e  t ime t o  s t r e n g t h e n  

Indonesla 's institutional c a g a c l t y  t o  implement some of the 

reforms,  f o r  example the t a x  reforms. In  addition, much more 

rernalns t o  be  done on I n d u s t r i a l  and t r a d e  policies, There a r e  

a l s o  u n c e r t a l n t l e s  that  can  a f f e c t  t h e  economy such a s  t h e  

p o s s ~ b l l l t y  of  a decl lne  I n  011 prlces,  recession I n  t h e  w o r l d  

economy, poor weather t h a t  would undermine agriculture, and 

questions about the speed and q u a l l t y  of a c t u a l  pollcy 

lmplementatlon. F u r t h e r ,  it IS  r e l a t i v e l y  easy  f o r  s a r l y  

results  I n  the external accounts t o  be skewed by one-tune 

ad jus tmen t s  o r  deficiencies I n  accounting and r e p o r t i n g ,  

F r n a l l y  , success  i n  ach lev lng  macro adjustment  /ba lance  

I 
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objectives, even i f  a t t a i n e d ,  should not obscure r e a l  concerns 

about  t h e  apparent  f a l l u r e  of  p o l l c l e s  u p  t o  1983 t o  address  

adequa te ly  p r e s s l n g  employment and d l s t  r l b u t  lve I s s u e s .  

I. B. Current  Economlc S t a t u s  

The Indonesian economy con t  lnued ~ t s  downward t r e n d  f o r  t h e  

t h l r d  y e a r  I n  a r o w ,  roughly paralleling t h e  g e n e r a l  world-wlde 

recession. Growth I n  r e a l  GDP, a f t e r  peaklng a t  9.9 pe rcen t  i n  

1980/81, f e l l  t o  7.9 pe rcen t  i n  1981/82 and t o  an  es t ima ted  12.2 

p e r c e n t  I n  1982/83 and w i l l  probably not  be mucn above 2.0 

p e r c e n t  i n  1983/84, This f i g u r e  IS s l ~ g h t l y   elo ow popu la t ion  

growth e s t i m a t e s  and t h e r e f o r e  s u g g e s t s  stagnating p e r  c a p l t a  

income. The balance of payments c u r r e n t  account followed a 

s i m l l a r  t r e n d ,  peakzng wi th  a $2.0 b i l l i o n  s u r p l u s  I n  both  

1979/80 and 1980/81, and t h e r e a f t e r  l n c u r r l n g  def lcl ts  o f  $2.9 
I 

1051/52, $5 9 b ~ l l z c n  ~n 1982153 and, ~ e r h a ~ s ,  k=LL:3c z z  -- 
$5.0-$5.5 b l l l i o n  i n  1983/84. A s  a consequence of t h e  t r e n d  i n  

t h e  ba lance  of  payments c u r r e n t  account ,  p u b l l c  s e c t o r  e x t e r n a l  

deb t  lnc reased  from $14.9 b i l l l o n  i n  1980/81 t o  $21.2 b i l l l o n  

i n  1982/83 and IS expected t o  i n c r e a s e  to $27.0 b i l l i o n  by the 

end of 1983/84. Over the same p e r l o d  the debt s e r v l c e / n e t  

expor t  e a r n l n g s  r a t l o  s t e a d i l y  Inc reased  from 13.3 pe rcen t  t o  

an  estimated 22 .3  percen t  i n  1983/84. 

Although t h e  downturn I n  r e a l  GDP growth r a t e s  I n  1982 and 

1983 was l e d  by a f a l l  i n  t h e  petroleum s e c t o r ,  decl i f ies  i n  t h e  
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a g r l c u l t u r a l  sec tor  ( c o n t r i b u t ~ n g  25 percent of GDP and 

employing 55 percent of the  labor force)  were a l s o  an Important 

f ac to r .  After averaging a 4.4 percent r ea l  growth r a t e  from 

1977 t o  1981, a g r i c u l t u r a l  GDP grew by only 1.8 percent In 1982 

and 1s  not expected t o  do much b e t t e r  In 1983, despi te  r l s l n g  

p r i c e s  for  c e r t a l n  a g r l c u l t u r a l  exports.  The baslc  problem for  

both years  was t h e  drought durlng t h e  second half  of 1982 tha t  

se r ious ly  a f fec ted  dry season crops and considerably delayed 

r l c e  planting. Rlce product ion, t h e  s lng le  most Important 

a g r l c u l t u r a l  crop, which increased on average 9 percent In t$e 

l a t e  1 9 7 0 ~ ~  grew by 4 percent In 1982, and w i l l  probably 

mcrease  l e s s  than 0.5 percent i n  1983, 

The lmpact of t h e  1982 drought and t h e  1980-82 world 

economlc recession on t h e  r u r a l  economy 1s belleved t o  b e  

considerable, Non-oil exports,  primarily of ag r l cu l tu ra l  

o r l g l n ,  f e l l  from a high of $6-2 b l l l i o n  i n  1979/80 t o  $3.9 

bx l l lon  I n  1982/83, before rebounding t o  an estimated $4.7 

b l l l l o n  In  1983/84. Thls represents  a decl ine i n  nominal terms 

of approximately 37.1 percent between 1979/80 - 1982/83 and 

24.2 percent between 1979/80 - 1983/84. The d e c l i n e  In real 

per c a p i t a  t e rms  c o u l d  be much higher, p o s s i b l y  50 p e r c e n t  i n  

both 1982/83 and 1983/84 ( u s i n g  a GDP d e f l a t o r ) .  

Most of thls lmpact fell on rural areas outs lde of Java and 

much of that f e l l  on small holders,  Nomlnal export earnlngs 

from rubber and cof fee  show a decl lne of 43 -8  percent and 41.3 

percent tespect lvely In the perlod of 1979/80 - 1982/83, and 
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these earnlngs prlmarlly accrue t o  small holders. Forestry 

products, accounting for  over one-third of 1979/80 non-oll/LNG 

exports were the biggest loser ,  f a l l lng  58.5 percent rn nomlnal 

value through 1982/3, although t h i s  was due largely t o  

government ' s pollcy t o  r e s t r l c t  log exports. 

T h e  impact of subs tant ia l ly  lower growth r a t e s  I n  r l c e  

product~on was p r o b a ~ l y  most severe In Java, Off-farm 

enployment and non-agricultural Incomes In ru ra l  areas appear 

t o  have suffered, re f lec t ing  a slowdown In the  Increase of r l ce  

procurement pr lces and the decline in  n o n - o i l / L ~ ~  exports, and 

lndl rec t ly  because of the  f a l l  In oil export earnlngs, which 

affected the  natlonal budget and construction program. A t  the  

same tlme, there 1s no evldence tha t  the employment s i tua t ion  
c- - 

has improved. Most analysts  st  r l l  -agre&+4fE2at~grx..ulture -. i s  

not absorbrng new entrants  t o  the labor force and that 

nzemploynent IS steadz Ly zncreaslng, as  regorted i n  the CDSS. 

A complete assessment of the rmpact of the  recent policy 

changes on incomes remalns t o  be done, but the  i n l t i a l  Impacts 

would seem t o  f a l l  heavlest on the urban mlddle t o  upper lncome 

groups and probably l ea s t  on t h e  rura l  poor. T h e  devaluation 

is suspected t o  have helped small holders who export rubber and 

cof fee  and t o  have restricted lmports for mlddle and upper 

income groups; the t ax  reform 1s progressive and w i l l  a f fec t  rn 

theory rnlddle and upper lncome families; changes In the banklng 

laws, par t icular ly  those permitting ln te res t  r a tes  t o  move t o  
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market levels ,  should help rnoblllze savlngs and provlde more 

r u r a l  c r ed l t  t o  small borrowers. 

Certaln aspects of the current economlc s l tua t lon  g l v e  r l s e  

t o  cautlous optlmlsm for the  short- t o  medium-term outlook. 

F i r s t ,  the government was successful in  reversing cap l t a l  

f l l g h t  and restoring confidence i n  the international bank~ng 

community wlth 1ts devaluatlon adjustment package. Second, as 

noted, key elements of a  longer-term s t ruc tura l  adjustment 

package were put into place. Third, the  external economlc 

environment appears t o  be improving as  the U.S.  and OECD 

countr ies  contlnue t h e l r  recovery. Fourth, r i ce  production 

demonstrated surprising res l l lence  by lncreaslng s l lgh t ly  in 

the  face of adverse weather condltlons. 

In  additlon, there are  slgns tha t  the  new pol lc les  a r e  

taklng e f fec t .  N e t  foreign asse ts  of the  banklng system, a f t e r  

declining by $3.2 b i l l i o n  i n  the  12 months precedlng the 

devaluatlon, grew by $1.8 b l l l i o n  In the  following 7 months. 

Net o f f l c l a l  reserves (whlch are Included I n  the  aoove) changed 

by almost ident~cal amounts, decreasing from $6.3 bllllon to 

$3.0 blllzon In the 12 months precedlng the devaluatlon and 

r l s l ng  t o  $4.8 b l l l l o n  by December. Total commoalty exports 

for the  flrst  s l x  months following the devaluatlon were u p  by 

approximately 2.7  percent over t h e  comparable perlod a year 

e a r l i e r ,  wlth substant la l  gains In the non-011 export sector of 

around 21.9 percent. 
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Even o i l  expor t  revenues were up 2.4 pe rcen t  over  t h e  

comparable p e r i o d  I n  t h e  preceding y e a r ,  d e s p i t e  t h e  $ 5 / ~ b l  

OPEC p r l c e  c u t  I n  March 1983. Although l e s s  d a t a  1s a v a i l a b l e  

fo r  commodity impor ts ,  t h e  f i r s t  f o u r  months following t h e  

d e v a l u a t i o n  show a  4.0 p e r c e n t  d e c l l n e ,  with t h e  s u r p l u s  on t h e  

commodity t r a d e  b a l a n c e  improving by 20 -0 percen t  over  t h e  

p reced ing  yea r .  F i n a l l y ,  t h e r e  is evidence t h a t  longer- t  e r m  

l n t e r n a t l o n a l  conf idence  is being r e s t o r e d ,  both i n  t h e  form of  

a con t inued  w i l l i n g n e s s  t o  make long-term l o a n s  t o  Indonesia  a t  

f a v o r a b l e  rates and i n  t h e  apparent  resumption of  I n t e r e s t  I n  

~ o i n t - v e n t u r e  ~ n v e s t m e n t  . 

I n  t h e  e i g h t  months fo l lowing t h e  deva lua t ron ,  expansion of 

both t h e  money supply  (9.7%) and bank credxt (9.8%) were h e l d  

f a r  below t h e l r  h i s t o r i c  l e v e l s .  The urban consumer p r l c e  

index (17  c i t l e s / u p  t o  150 i t ems)  inc reased  only  6.9 pe rcen t  

d u r l n g  t h e  same g e r l o d .  T h e  r u r a l  consumer srlce Index (9 

e s s e n t i a l  commodities) a c t u a l l y  decreased  by 2.6 pe rcen t  f o r  

J a v a  and Madura (1st 5 months) and by 1 .4  pe rcen t  for r u r a l  

markets  o u t s l d e  Java  (1st 4 months). Cons i s t en t  with t h e s e  

trends ,  the average  prlce of medlum quality rice In urban areas 

appeared to rlse 10-12 pe rcen t  on average,  b u t  f e l l  7.2 percent 

I n  r u r a l  ~ a v a / ~ a d u r a  and 1.4 p e r c e n t  I n  r u r a l  markets outs ide  

Java. 

I n  a d d i t  ion  t o  c o n t a i n i n g  consumer p r l c e  increases 

s u c c e s s f u l l y ,  t h e  government allowed t h e  rup iah  t o  f l o a t  

a g a i n s t  a  new baske t  of  currencies fo l lowing t h e  devaluation, 



resulting I n  a  d e p r e c l a t l o n  of  4.4 pe rcen t  a g a l n s t  t h e  Japanese 

yen and 2.6 pe rcen t  a g a l n s t  t h e  U.S.  d o l l a r  by year-end. 

Coupled with t h e  relatively low rate of I n f l a t i o n  implled by 

consumer p r l c e  lndexes noted above, t h e  effective r e a l  r a t e  of 

exchange established a t  d e v a l u a t l o n  appears  t o  have been 

essentially malntalned through 1983. Wholesale p r l c e  

lnformat  Ion l a g s  s u b s t a n t  l a l l y  behlnd consumer p r l c e  

l n f o r m a t l o n  and e a r l y  r e s u l t s  a r e  less favorable .  The g e n e r a l  

~ n d e x ,  exc luding  e x p o r t s ,  increased 11.7 pe rcen t  I n  t h e  f lrst 

f l v e  months fo l lowlng deva lua t lon .  Nonetheless ,  t h e  bulk of* 

wholesa le  p r l c e  I n c r e a s e s  (65%)  appears  t o  have occured i n  t h e  

f  lrst month fo l lowlng deva lua t  Lon, wlth p r l c e  l n c r e a s e s  

t h e r e a f t e r  f a l l l n g  t o  a n  approximate 6 p e r c e n t  annual  r a t e  by 

~ u l y / A u g u s t  1983. 

F l n a l l y ,  t h e r e  1s evldence  t h a t  t h e  f l n a n c l a l  and monetary 

reforms a r e  t a k l n g  hold  i n  terms o f  impact on resource  

m o b l l l z a t l o n ,  Following the deregulation o f  S t a t e  Bank d e p o s l t  

l n t e r e s t  r a t e s  I n  June and t h e l r  subsequent r l s e  t o  t h e  18 

p e r c e n t  range,  t lme d e p o s l t s  wlth S t a t e  Banks more than  

doubled,  r l s i n g  from Rp.911.8 b i l l i o n  (5/31/83) t o  Rp,2,0315.5 

b l l l l o n  (11/7 /83) ,  Certificates o f  deposlt,  held by both 

domest lc  and forezgn banks,  inc reased  from R p .  196 ~ l l l l o n  t o  

Rp. 425 b l l l l o n  over  t h e  same t l m e  pe r lod .  -Although concern 

has been expressed by observers about the preference f o r  s h o r t  

m a t u r l t l e s ,  t h e  response  o v e r a l l  h a s  been g r a t l f y l n g  t o  p o l l c y  

makers. 

I 



I .C .  The Future 

The Indonesian economy 1s expected t o  resume moderate rea l  

growth of 3-4 percent In 1984-85 and the current account 

d e f l c l t  1s expected t o  decline t o  possibly $3-3.5 billion. On 

the  bas ls  of the  favorable wet season t o  date,  agriculture, 

particularly r l ce  production, 1s expected t o  Improve. Rural 

lncones should a lso  be favorably affected by continued growth 

In non-oil/LN~ exports because of the recovery of OECD 

economies . @ 

The government i s  cont inulng ~ t s  austere budgetary pol lc ies  

In l984/85, ~ncludlng further  cuts  in  petroleum product 

subsldles and complete ellrnxnation of food subsldles. The 

development budget maintained ~ t s  re la t lve  share of the overal l  

budget although f a l l i n g  an estlmated 4 percent In real terms. 

T h e  routlne budget was up an estlmated 1.5 percent I n  r ea l  

terms, while the t o t a l  budget probably decllned by 1-2  percent 

In r e a l  terms. In an xmportant coneesslon t o  po l l t  lca l  

requirements, the government Increased the  net pay of 2.7 

mill ion czvxl servlce and mzlitary personnel following a two 

year perlod of frozen wages. 

The government can be expected t o  contlnue ~ t s  t lght  

monetary/f lnanclal  pol lc les  I n  1984/85 t o  mlnlmlze ~ n f l a t  Lon. 

This wlll be ass ls ted  by new monetary pollcy instruments, whlch 

Include two types of dlscount wlndow f a c l l l t l e s  plus a new 



Bank of Indonesia debt certificate, expected t o  be introduced 

i n  ear ly sprlng 1984. These addltlonal pollcy Instruments will 

help t o  ellmlnate the  current concern among economic observers 

about the hlgh leve l s  of excess l i q u ~ d l t y  i n  the Sanklng 

system. Nevertheless, pr lces may r l s e  s l lgh t ly  fas te r  I n  

l984/85 a s  the f u l l  e f f ec t s  of the devaluation work the l r  way 

through the  economy and a s  economic ac t iv l t y  plcks up. 

Although considerable concern has been expressed In the press 

over probable inf lat ionary pressures resulting from the average 

welghted 45 percent increase in  domestic petroleum prlces an9 

the  15 percent increase i n  c ~ v l l  servlce wages, past experience 

with s imilar  petroleum pr lce  increases (although on smaller 

bases ) suggests reLat ively small consumer pr lc  e index increases B 

of 7.1 percent In 1981, 9.7 percent i n  1982, and 11.6 percent 

i n  1983. The pay increase for civil servlce and mrlitary 

personnel, although Important, covers l e s s  than 5 percent of 

the t o t a l  labor force. 

In the  comlng year, the  major question affecting economlc 

recovery w i l l  be petroleum/LN~ export earnings, particularly i n  

vlew of soft world markets, increasingly economically-strapped 

0 x 1  exporters, and the ever-volatlle M l d d l e - E a s t  . 

For the medium-term the outlook 1s far  more complex and 

uncertain. The IBRD and the IMF have projected sllghtly 

dif ferent  scenarios I n  whlch the Indonesian economy can achieve 

a 5-6 percent growth r a t e  and can s t ab l l l ze  the current account 
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d e f i c l t  a t  2.5 - 3.0 percent of GDP by 1985/86. These 

scenarios require (1) moderate economlc growth rn the 

lndus t r l a l  world, (11 ) modest lncreases i n  o i l  export revenues 

and more rapld growth of' non-011 exports, and (111) continued, 

though smaller, Increases in  agr icul tura l  production. The IMF 

emphasizes that  government budget austerity and 

monetary/flnanclal discipline must be maintained over the next 

several years as the  policy reforms are implemented, and 

po l lc ies  for  trade and investment are in i t i a ted .  

* 

Clearly many thlngs can af fec t  these scenarios. Indonesia 

has no control  over the  world 011 market, OECD economlc growth, 

or the  weather. It i s  not yet c e r t a ~ n  tha t  the government w l l l  

be able  t o  introduce and implement ef fec t lve  reforms to  

encourage prlvate  sector  enterprise and Improve t rade policy. 

These reforms face formidable obstacles from speclal  ln teres t  

GrouFs, Even under the  best of circumstances cer ta in  reforms 

(e-g.  the  new tax  reform) w i l l  take several years t o  produce 

substant la l  effects .  In the  meantlme, the government m u s t  

defend the  ef fec t lve  r ea l  exchange r a t e  established i n  the 

March 1983 devaluation, because  it forms a n  i n t e g r a l  p a r t  o f  

t h e  l n t  ended po lxcy  r e s t r u c t u r l n g  package. Government 

econornlc pollcy makers are acutely aware of these I ~ m ~ t a t l o n s  

but a re  equally aware of the urgent need t o  restructure the  

economy and reduce ~ t s  dependance on t h e  o i l  sector. 

Current government thlnklng, although obviously preoccupred 

wlth establishing a s tab le  f lnanclal  and monetary envlronrnent, 



- 15 - 
appears t o  favor the type of macro-pollcy framework needed t o  

promote employment. Sensltrve t o  cr l t lc lsm of ~ t s  lnab l l l ty  t o  

p r o v ~ d e  adequate employment and t o  spread galns from economlc 

growth more evenly, the  government is  attempting to promote 

r ea l  per capl ta  GDP growth through both allocatzve efflclency 

and domestlc resource mobilization measures. Both types of 

measures, but particularly the  increases In the prlce of 

cap l t a l ,  forergn exchange, and energy, are necessary 

lngredlent s of a comprehensrve long-term employment pollcy . 
The government has a l so  acknowledged the need for rncreasrng* 

the  ro le  of the  pr lvate  sector  In the economy, whlch, ~f 

accomplrshed, should have rmportant rmpllcatrons for  employment. 

Other than the  questxon of whether the  pr ivate  sector can 
-.- - 

-+--"I b - e m g u l a t e d ,  the most worrisome aspect of the  current pollcy 
\ 

environment 1s the  unresolved debate between the  proponents of 

non-oll e x ~ o r t  gromotron and Import subst l tu t lon ,  Compllcatlng 

the  debate, but probably more closely allgned wlth the  import 

subs t l tu t  Ion supporters, are  the hlgh technology advocates. 

The outcome of t h l s  pollcy struggle may well determine the 

~ndustrlal-trade pollcy of Indonesla for the next two or three 

plannlng cycles and may determine whether Indonesla eventually 

Joxns the ranks of Asran success storxes.  

In summary, during 1983 a number of Important pollcy 

measures were introduced t o  address the f lnanclal  and monetary 

c r i s l s  and t o  se t  the  stage for restructuring the  economy with 



t h e  objective of  reducing  dependence on 011. These measures 

Inc lude  a s u b s t a n t l a l  reduction I n  f u e l  and food s u b s l d l e s ,  a 

devaluation, an a u s t e r e  budget ,  changes I n  banklng regulations, 

deferment of  l a r g e  c a p i t a l  p r o j e c t s ,  and a t a x  reform, The 

lmpact o f  t h e s e  measures is encouraging: non-oi l  expor t s  

l n c r e a s e d  and Imports d e c l l n e d ,  t h e  ba lance  o f  payments d e f l c l  t 

d e c l l n e d ,  c a p x t a l  ou t f lows  were r eve r sed  and r e s e r v e s  

l n c r e a s e d ,  inflation w a s  contazned,  and t h e  coun t ry  e x h l b l t e d  a 

small I n c r e a s e  I n  GDP, Assuming t h e  world economy c o n t i n u e s  t o  

grow and 011 p r l c e s  a r e  a t  l e a s t  s t a b l e ,  Indonesia ' s  short- term 

p r o s p e c t s  seem r e l a t i v e l y  b r i g h t ,  a l though GDP growth r a t e s  

w i l l  be c o n s i d e r a b l y  lower t h a n  t h o s e  o f  t h e  1970s. 

Addlt  l o n a l  p o l ~ c y  reforms,  however, a r e  necessary ,  

including f u r t h e r  deregulation of the p r ~ v a t e  s e c t o r ,  

ad jus tmen t s  o f  t r a d e  p o l l c y ,  and lnc reased  a t t e n t l o n  t o  

smployment . L o n ~ e r - t  erm ~ r o s b e c t  s a r e  more d l  f f i c u l t  t o  

f o r e c a s t  g iven  a number of  u n c e r t a l n t l e s :  government a b l l l t y  

t o  e f  f e c t l v e l y  Implement major p o l l c i e s  such as t a x  and t r a d e  

reform and p r l v a t e  sector d e r e g u l a t i o n ;  the  economy ' s c a p a c l t y  

to absorb two m l f  l l o n  n e w  labor force en t ran t s  a year;  the  

alternative selected f o r  ~ n d u s t r l a l  polxcy; t he  country's 

a b l l ~ t y  t o  compete e f f e c t i v e l y  I n  non-oil  expor t  markets a t  a 

t i m e  when l a b o r  q u a l i t y  1s relatively low and technical 

manpower 1 s  hlgh-prlced; and the unce r t a ln t l e s  of t he  world oil 

markets.  Despi te  t h e s e  u n c e r t a l n t  les and c h a l l e n g e s ,  r t  1s t h e  

Mission's vlew t h a t  t h e  p o l l c y  measures introduced I n  1983 were 



e s s e n t l a l .  The next  few y e a r s  w l l l  p rovlde  t h e  evldence 

whether they a r e  be lng  implemented effectively and whether I n  

f a c t  econonlc r e s t r u c t u r l n g  1s belng  achieved. 

P r e s e n t  economlc conditions a l s o  suggest  t h a t  t h e  Mission's 

focus  on food product ion ,  employment and enterprise development 

and faml ly  p lannlng  and h e a l t h ,  and i ts  a t t e n t l o n  t o  human 

r e s o u r c e  development a r e  st111 r e l e v a n t .  

11, P r o u r e s s  R e ~ o r t  

P rogress  i n  t h e  Four Malor Areas 

The FY 85 CDSS e s t a b l i s h e d  four broad g o a l s  as f o c a l  p o l n t s  

f o r  t h e  Mlss lon ' s  program. I n  1983 the  Mlsslon took a number - 

of s t e p s  toward t h e s e  g o a l s ,  rnc luding  t h e  r edes lgn  of  some 

p r o j e c t s ,  the i n t r o d u c t i o n  o f  new pro~ects, t h e  e l l m l n a t l o n  and 

c l o s u r e  o f  p r o l e c t s ,  and Increased  ~nvo lvement  I n  p o l l c y  

d l s c u s s l o n  wlth government, 

11. A.1. Strengthening Food Product ion and Related Resource 

Management. The f l r s t  major goal  noted I n  t h e  CDSS 1s t o  h e l p  

lncrease food productLon wath lncreased attentlon to 

d l v e r s l f i c a t i o n .  Wlth t h l s  goa l  i n  view, the Mlsslon 1s 

c o n c e n t r a t ~ n g  on t h r e e  objectives: f l r s t ,  a s s l s t l n g  the 

development of  s e l e c t e d  n a t  l o n a l  l n s t  l t u t  ions  t o  undertake 
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a g r l c u l t u r a l  research including upland farmlng systems, second, 

strengthenlng capaclty f o r  a g r l c u l t u r a l  pollcy formulation and 

plannlng, and t h i r d ,  developing lmproved small-scale l r r l g a t l o n  

systems. 

( I )  Assls t lng t h e  development of t h e  a g r i c u l t u r a l  research 
networks. 

( a )  a comprehensive 
Applled Agricultural 
ea r ly  FY 84, givlng 
the  r e s t  of t h e  pro3 
consol idate  support 
project  In  FY 1985. 

! mld-term 
Research 

d i r e c t  Ion 
e c t ,  The 
for agricu 

evaluation of the  
p r o ~ e c t  took place 
t o  the  implementat 
Mlssion plans t o  
, l t u r a l  research In one 

(b )  th ree  s tud les  were completed under t h e  ~umatra* 
Agrlculture Research Project:  

- a manpower study of e ight  research s t a t l o n s  i n  
Sumatra whxch w i l l  help the  M~ss lon  In  planning 
t h e  consolidated pro jec t  noted above, 

- t h e  f l r s t  study on agro-ecological zones i n  
Sumatra . 
- an l n i t l a l  research pIan f o r  upland r l c e  and 
o ther  upland crops I n  Sumatra, 

(c) a assessment of problems and p o s s i b i l l t l e s  f o r  
upland f armlng systems research and experiment a t  ion 
was completed and 1s being used both for  the deslgn of 
t h e  Upland Agriculture and Conservation project  and 
t h e  modlflcatlon of Cltanduy II i n  order t o  improve 
technical  and management component s, This report  
out lanes  major pol icy ~ssues- -subs id les ,  c r e d l t ,  
decentral lzed budgeting and organlzatlon whlch Mlsslon 
s t a f f  a r e  now discussing with government. 

(d) a P I B  w a s  approved for  the  Upland Agrlculture and 
Conservat~on and the preparatxon of the Project Paper 
IS underway. 

( e )  sonslderable progress w a s  made i n  the construction 
of research f a c i l i t  les . 

( 2 )  Developing a broader-based, stronger and more 
coordinated a g r l c u l t u r a l  pol lcy and plannlng system: 

( a )  an evaluat  Ion of t h e  Agrlculture Development 
Planning and Administration pro jec t  was completed for  

1 



use In designing the Agriculture Plannlng I1 project. 
A PID was approved for AP I1 and the PP wlll be 
completed In February 1984. The project wlll 
strengthen capacrty at central and provlnclal levels. 

(b) an analysls of how agricultural plannlng occurs 
at Che national, provincial, and distrlct levels was 
undertaken to provlde basellne materlal for provlnclal 
level plannlng under the new project. It suggests 
that agricultural pollcy and plannlng lnvolves a 
network of rnstltutlons that requlre stronger capaclty 
and coord~natlon, and that more decentralized plannlng 
1s advisable, 

( c )  an analysls of the "Annual Agricultural Survey 
Data wlth Regard to Food Crops" was planned and 1s now 
belng funded under the Mlsslon's Development Studles 
Project . 

( 3) Strengthenzng water resources management : 
C 

(a) the Sederhana XI pro3ect was revlsed to lnclude 
the development of water-users assoclat ions In some 
areas, and a monitoring system for the experiment was 
established and base llne data are berng collected. 

(b) the Luwu project was completed In December 1983. 
Based on the August evaluation and continued 
monltorxng of the irrlgatlon systems, ~t was agreed 
with government that Tltle I proceeds will be used for 
O & M of these systems in 1984185. 

(c) an assessment of the Sederhana Irrigation program 
was designed in 1983 and 1s underway, which wxll 
provlde input Into the formulation of the FY 85 Small 
Scale Irrigation project planned by the Mlsslon as 
well as to Mlsslon dlscusslons wlth government and 
donors about lrrlgat Ion policy. 

(d) to Improve existlng project lmplementatlon and to 
prepare for new pro3ects in small scale ~rrlgatlon, 
the Mxnlstry of Publ~c Works and USAID have 
reinstituted periodlc portfolio review and plannlng 
sessions, 

(e) a Mlsslon team was established to prepare a 
small-scale lrrigat~on strategy paper, 

( 4 )  One prolect, Land Mapplng and Titllng was 
discontinued, and the following projects were brought 
to a close: Luwu Area and Transmlgratlon I; Jagorawl 
H~ghway; Aceh Roads, 



11. A.2. Increasing Off-Farm Employment. Thls 1s a complex 

and relatively new area for the Misslon, Durlng the flrst 

phase of a two-phase strategy described In the CDSS, the 

Mission plans support for 1) studies of constraints to 

enterprise development; 2) prolects related to developing rural 

financial lnst itut ions; 3) development of management tralnlng 

capacity, 4) experimentation wlth measures to lmprove foreign 

investment opportunltles, and 5 )  efforts to improve the export 

potent ial of selected commodit ies which are good foreign 

exchange earners and require substantial labor input. 

Following a renew planned for FY 86, the Mlsslon wlll move to 

a second phase during whxch resources will be more sharply 

focused concentrating on broaden~ng and inst ltut ionallzing 

selected activities mentioned above. 

Efforts thus far have focused prlmarrly on initiatives 

related to the private sector: 

(1) An Off~ce for Employment and Enterprise 
Development was established and staffed in the Mission, 

(2) A private sector development project was launched 
to test methods of strengthening the Indoneslan 
prlvate sector through trainlng and measures to link 
Indoneslan buslness opportunxtles wlth U.S. 
~nvestment, It provldes a loan to the Investment 
Coordinating Board to fxnance three local consultlng 
firms affiliated wlth U . S .  flrrns to identlfy Duslness 
opportunities in Indonesia, prepare investment 
profiles, and facllltat e joint ventures between U. S . 
and Indoneslan companies. Sxnce the  preparation of 
the CDSS three consultlng flrms have been selected to 
enter Into negot latlons, which are almost f lnlshed. 
The loan also flnances staff training. Work has been 
started on studies In Lhok Seumawe, an area In Sumatra 
where major foreign investment is occurring, to 



explore lndust r la l  Ixnkages, manpower development and 
technical t ra ln lng,  and communlty plannlng whlch wlll 
permit greater part  l c lpa t  Ion by the  local  communlty . 
It 1s ant lclpated tha t  experience l n  Lhok Seumawe can 
serve a s  a model for  other lndust r la l  areas of the 
country. The interlm report of these s tudles  w l l l  be 
submitted t o  USAID In  February. The project a lso  
provldes funds t o  the Minlstry of Finance for the 
study of const ra in ts  on pr lvate  sector a c t l v l t l e s ,  and 
a s s l s t s  the  Mlnlstry In arranging short-term t ra ln lng 
and Internships i n  the  Unlted Sta tes  for mid-and 
senlor-level Indonesian buslness people. 

( 3 )  The Mlssion r s  completing deslgn of a rura l  
c red l t  project  almed a t  ass l s t lng  those f l r s t  affected 
by employment pressures--landless laborers and 
women--to Improve t h e l r  opportunities t o  enter tradlng 
and small scale  productlon. The project w l l l  help 
develop a r u r a l  c red l t  and savlngs program, and 
strengthen the  polzcies and support required from the  
country's banking system, A PID was approved i n  19g3 
and the  pro3ect w l l l  be signed I n  FY 84, 

(4) Design work 1s belng completed on the Central 
Java Enterprise Project , a project whlch w l l l  help 
ident l fy  and address constraints affec t ing  small and 
medlum enterprlses  i n  a province with a high r a t e  of 
under employment, It w l l l  be slgned In FY 84, An 
advisor was placed i n  the  f i e ld ,  funded under-the Asla 
Bureau ' s O f  f-farm Employment prole=, Ths-prqee< 
w i l l  experiment wlth t ra ln lng  and technzcal assxstance 
t o  Improve the  productlon of shrlmp processing (labor 
~ntensxve)  as well as other selected commodities, and, 
through supgort t o  P V O t s  concerned wath enterprise 
development, strengthen servlces t o  household 
enterprlses ,  

( 5 )  Final design 1s In process for a management 
pro3ect t o  strengthen the  capaclty of a prxvate 
management traznlng ins t  l t u t  lon enabling ~t t o  provlde 
consulting, research support, case s tud le s ,  and 
stronger management t o  small and medium enterprlses  as 
w e l l  as t o  other institutions involved i n  prlvate  
s ec tor  management development, The project  w z l l  be 
obligated zn FY 8 4 .  

( 6 )  The Mlsslon worked wlth PRE on a range of 
l n t l a t l ve s  lncludlng venture cap l t a l  and co-flnanclng 
for  small and medium-slzed lndustr les  i n  agro-buslness 
and light manufacturlng. It also arranged mlsslons 
fo r  the Joint Agricultural Consultat lve Corporat Lon 
and the  Young President's Organlzatlon t o  spur joint 
venture investment I n  areas w l t h  development Impact, 



(7) The Mlsslon began work on an employment strategy 
paper wlth a vlew to strengthenlng the CDSS and 1s 
worklng wlth the Mlnistry of Finance and the State 
Plannlng Board on deflnlng several studles relatlng to 
pr lvate sector development. 

Improving Prlmary Health Care and Completlnq the 

Instltutionalizatlon of Famlly Planning. Major objectlves for 

the Mlsslon are fxrst to asslst in reduclng morbldlty and 

mortality for infants, children under five, and women of 

reproductive age; and second, to assist the government in 

achieving its natlonal goal of lowerlng the crude birth rate 

from 32 to 22 per 1,000 population by the end of this decade: 

The Mlssion glves priorlty to: I) help~ng design cost effective 

systems to reduce diarrheal dlsease and related morbidity and 

mortality, and to immunlze chlldren agalnst selected diseases; 

2) amproving health care management; and 3) completing the 

testlng and evaluat lon of a USAID-supported Integrated f amlly 

plannlng/nutrIt ion program, and improving data on nutrlt lon and 

nutrxtion lnterventlons generally. The Mission's objectives in 

famlly planning are to: 1) help establish effective approaches 

to urban famlly planning; 2) strengthen BKKBN's management 

capaclty at the center and in the provinces, and develop closer 

ties between health and family planning agencies, and 3) assist 

in overcoming speclflC problems w ~ t h  vlllage famlly planning in 

selected densely populated provinces. By category, activities 

of the past year are as follows: 



(1) Helping d e s l g n  c o s t  effective systems t o  reduce 
d l a r r h e a l  d l s e a s e s  and r e l a t e d  morbld l ty  and mortality, and 
t o  lmmunlze c h ~ l d r e n  a g a l n s t  s e l e c t e d  d l s e a s e s .  

(a) t h e  Heal th  Tra in lng  Research and Development 
(HTR&D) p r o j e c t  was redesigned and a  $1.7 m l l l l o n  
component was added for d l a r r h e a l  d l s e a s e  and c o n t r o l .  

( b )  a r e n e w  by t h e  MOH, USAID, and o t h e r  donors of  
t h e  s t a t u s  o f  I n d o n e s l a f s  d l a r r h e a l  d r s e a s e  program 
was undertaken and w l l l  be used a s  a b a s e l l n e  f o r  t h e  
e f f o r t s  under HTR&D and a Mlsslon d ~ a r r h e a l  d l s e a s e  
c o n t r o l  p r o j e c t  f o r  FY 85. 

( c )  under t h e  Comprehensive Heal th  Improvement Program - Provlnce S p e c l f l c  (CHIPPS) , a l l  c o n s u l t a n t s  were 
recruited; sample surveys  o f  d l a r r h e a l  r e l a t e d  
morbld l ty  and m o r t a l i t y  were followed by t r a l n i n g  o f  
medlcal w o r k e r s  i n  t h e  use  o f  o r a l  r e h y d r a t l o n  
techniques I n  one province. 

C 

( d )  a s  a r e s u l t  o f  t h e  Expanded Program f o r  
Immunlzatlon e v a l u a t i o n  I n  e a r l y  FY 84, n e g o t l a t l o n s  
are underway t o  modxfy t h e  p rogec t  t o  lnc lude  g r e a t e r  
emphasxs on su rve l lPance  and the integration o f  t h e  
lmmunlzatlon program wzth MCH/FP a c t i v l t  l e s .  Na t lona l  
p o l i c y  on t e t a n u s  immunizatzon w a s  a l s o  s t rengthened.  

( 2 )  Improving health care management: 

( a )  under HTR&D, t e c h n l c a l  a s s l s t a n c e  support  and 
t r a l n i n g  are be lng  s h i f t e d  from t h e  c e n t r a l  l e v e l  t o  
t h e  p r o v l n c l a l  l e v e l  an suppor t  of  d e c e n t r a l l z l n g  t h e  
MOH, and t e c h n i c a l  a s s l s t a n c e  i s  be lng  r e c r u ~ t e d .  

(b)  wi th  the placement of  CHIPPs technical a s s l s t a n c e  
I n  A c e h ,  a  v a r l e t y  o f  t e e h n l c a l  and management 
a n a l y s e s  have been undertaken by p r o v l n c l a l  l e v e l  
personnel--this 1s unlque w i t h i n  t h e  h e a l t h  s e c t o r  I n  
Indonesia. 

(3) Completing the testing and evaluatxon of USAID 
supported rntegrated famxly plannlng/nutrztlon programs and 
improvrng data on nutrition and nutrltlon lnterventxons 
generally : 

( a )  a two y e a r  e f f o r t  f o r  data collection on n u t r l t l o n  
l n t e r v e n t l o n s  r n  E a s t  Java,  Lornbok, and B a l l  1s be lng  
deslgned f o l l o w ~ n g  a n a t l o n a l  workshop. 

(b) t h e  n u t r l t l o n  s u r v e i l l a n c e  s u b - p r o ~ e c t  developed 
a n  e a r l y  warning system t o  l d e n t l f y  n u t r l t l o n a l  
d e f l c l e n c l e s  f o r  use I n  ~ ~ B / L o m b o k ,  C e n t r a l  Java and 
B a l l .  



( c )  a study on the  "Nutrl t lon Soclo-cultural 
Determinant s of Protein Energy Malnutrlt  lon In  
Indonesia" 1s belng funded under t h e  Development 
Studles Project .  

(d) t he  ln tegra t lon  of the  famlly plannlng program 
wlth the MOH lmmunlzation and diarrheal cont ro l  
programs 1s beglnnlng In 2292 communltles In Ball a 
expanding t o  790 v l l l ages  In  East Java and 100 In 
NTB/Lombok. 

( 4 )  Helplng establish effective approaches t o  urban family 
plannlng . 

(a  ) a p r  xvate sec to r  non-proflt foundat Lon (Yayasan 
Kusuma Buana) IS worklng wlth BKKBN t o  lncrease the  
del lvery of famlly plannlng information and servlces  
In  Jakar ta  and 5 other  major urban centers .  

( b )  contraceptive prevalence surveys were undertaken 
I n  5 urban centers  by Westrnghouse, t h e  Faculty of * 

Publlc Health, and BKKBN, 

( c )  BKKBN IS contlnulng t o  promote t h e  increase of 
urban famlly servlces  from both t h e  publlc and pr lva te  
sec to r s  through project-funded workshops, seminars, 

and a contlnuxng dialogue with s t a f f  a t  cen t ra l  and 
provincial BWBN o f f l c e s ,  u n l v e r s l t l e s ,  p r lva te  sec tor  
organlzat  lons/xnst l t u t l o n s ,  and o ther  GO1 departments, 

( 5  ) Strengthenlng BKKBN 's management capac l t y  , and 
developing c l o s e r  t ~ e s  between hea l th  and famlly plannlng 
agencles : 

( a )  work under t h e  FPD&S I1 and Expanded Program for  
Inmunzzatlon Projects  has begun whlch would enable 
es tabl lshed famlly plannlng networks a t  t h e  v ~ l l a g e  
l eve l  t o  be used for  lmmunlzatlon and o r a l  rehydratlon 
therapy, Thls IS a s ign l f l can t  pol lcy change whlch 
USAID s t a f f  have been worklng on fo r  some tlme. 

(b) over the  las t  SIX months, 3 consul tan ts  have 
worked w ~ t h  BKKBN t o  develop a Management Informatron 
System, A 5 month In-depth needs a s se s smen t  of 
management xnf ormat Lon systems and hardware/software 
requirements resu l ted  In a 5 year plan t o  upgrade 
c e n t r a l  and p r o v ~ n c  laf  of f l c e  managment procedures and 
t o  promote t h e  ln tegra t lon  of hea l th  and famlly 
plannlng services .  

(c) procedures were establlshed by the  Mlsslon and 
BKKBN t o  allow BKKBN t o  handle d l r e c t l y  t h e  selection, 
p l  acement , fundlng, and continued admlnlstrat  Lon of 
a l l  U.S. or  ln-country long term pa r t l c lpan t s  under 



BKKBN a u s p i c e s ,  These procedures  w l l l  be adapted  f o r  
u s e  by o t h e r  p r o j e c t s  w i t h l n  t h e  Mlsslon, and 
r e p r e s e n t  Mission p o l i c y  t o  s h i f t  responsibility f o r  
lrnplementat Ion  o f  t r a i n i n g  programs t o  t h e  government. 

( 6 )  Assistance i n  overcoming spec i f  L C  problems wlth 
v l l l a g e  fami ly  p lannlng  i n  s e l e c t e d  densely-populated 
p rov inces  : 

(a) p r o j e c t  funding t o  10-13 p rov lnces  i s  be ing  
selectively a p p l l e d  depending upon l e v e l  of  
development I n  d e l i v e r r n g  fami ly  p lann lng  s e r v l c e s .  
Where program e f f o r t s  have been s l o w  t o  develop,  funds 
have been provided  i n  suppor t  o f  b a s i c  family p lann lng  
a c t  i v z t  ies, resulting g e n e r a l l y  i n  inc reased  accep to r  
rates. Where r o u t i n e  faml ly  p lann lng  s e r v l c e s  a r e  
s u s t a z n a b l e  by t h e  provlnces  themselves,  e f f o r t s  a r e  
be ing  focused on s p e c i f i c  p r o v i n c i a l  programs such a s  
s t e r r l i z a t  i o n  and urban f amlly p lanning ,  

( 7 )  The followzng p r o j e c t s  were c l o s e d :  Rural s a n l t a t r 6 n  
and Manpower Development; S u r a k a r t a  Po tab le  Water, 
Mala r i a  Contro l ,  

11. A . 4 .  Accelerating Human Resource Development , The f o u r t h  

p r l o r i t y  a r e a  of the CDSS concerns  t h e  weakness o f  Indonesian 

development l n s t  i t u t  l o n s  and inadequate  in-country c a p a c r t y  t o  

t r am peop le  f o r  them. In  o r d e r  t o  a s s i s t  I n  t r a i n i n g  

manpower, ln-country and overseas ,  t o  meet immediate 

r e q u ~ r e m e n t s  i n  selected f l e l d s ,  and t o  h e l p  develop in-country 

t r a i n l n g  c a p a c ~ t y ,  t h e  Miss ion ' s  o b j e c t i v e s  a r e  t o :  1) asslst 

t h e  M l n i s t r y  o f  Educat Ion develop f u r t h e r  f o r  

p o l ~ c y  r e s e a r c h  and p l a n n ~ n g  f o r  the n a t r o n a l  education and 

t r a l n x n g  system; 2 ) suppor t  higher educat Lon a g r ~ c u l t u r e  

faculties t h a t  p r o v l d e  t r a i n z n g  r e l a t e d  t o  t h e  Mrss ion ' s  

program; and 3) through partlclpant tralnlng provlde 

gradua t  e-1 eve1 and short- term t r a i n l n g  f o r  managers and 

technicians who Implement development a c t  l v l t  les. Progress  t o  

d a t e  i s  set ou t  below: 



(1) Assist the Mlnistry of Education t o  develop further  
capaclty for policy research and plannlng for the national 
education and t ra ln lng system. 

( a )  the PID for Education Pollcy and Plannlng was 
prepared and approved i n  January 1984. This project 
w l l l  strengthen pollcy research and planning capaclty 
and w i l l  be approved I n  FY 84. 

( 2 )  Support Agriculture facu l t l es  tha t  provlde t ra in ing 
re la ted  t o  the  Mission's program: 

(a) a scope of work was completed t o  assess 
Agricultural Faculties wlth a vlew t o  developing a 
project focused on selected facu l t l es  for FY 85, 

( b )  Approximately 20 long-term part  ic ipants  were sent 
for t ra in ing under the  Western U n ~ v e r s l t l e s  project.  

( c )  The Western Universit ies Project i s  now belng 
evaluated, 

( e )  following a March 1983 evaluation, LGT I1 w a s  
redesigned t o  be more responsive t o  local  needs and t o  
the  Mission's CDSS. The goal IS the  improvement I n  
planning capab i l i t i e s  of provincial and lower level  
o f f i c i a l s  so that  decentralized management can be 
e f f e c t ~ v e l y  implemented. The redesign emphasizes 
buildxng in s t i t u t i ona l  capacity t o  contlnue t ra in lng 
a f t e r  AID support is concluded, 

( 3 )  Provlde graduate-level and short-term traxnlng for 
managers and t echnic lans who implement development 
a c t i v i t i e s :  

( a )  a contractor w l l l  soon be selected t o  help 
establish an overseas traaning unlt wfthln the 
Government i n  connection with the  new General 
Participant Training project approved In F Y  83, 

(b) slnce June 1983, a t o t a l  of 2 8 1  participants have 
undertaken t ra ln lng  programs I n  the U n l t e d  States (66  
LT; 215 ST). 

( 4 )  Other ac t lv r t l e s :  

( a )  a revised statement of Mlsslon partxclpant 
t ra in ing s trategy and related Engllsh language 
t ra ln lng was completed. 

(b) the Environmental Centers Project was brought to a 
close,  and preparations s tar ted  t o  close out three 
projects  In 1984. 



11. B. Continuing Work on Strateqy Development 

t 

In addlt ion t o  the  above goals, the CDSS noted several 

common approaches. These Include pollcy analysls ,  lns t  l t u t  lon 

building, sclence and technology, the  pr lvate  sector ,  women i n  

development, and PL 480. 

Durlng 1983, the Mlssion continued t o  ref lne  Mission 

s t ra teg ies  for policy analysls ,  l n s t i t u t  lonal development, and 

PL 480, and the  following sectlon provldes rnterlm reports 6n 

these areas. In 1984 the Mlsslon plans t o  revlew ~ t s  sclence 

and technology a c t i v i t i e s  . 

I 1 Pollcy Analysis. A s  noted i n  the N 85 CDSS, 

strengthenzng pollcy analysls and formulation i n  selected 

problem areas IS ln tegra l  t o  the M ~ s s ~ o n ' s  s t rategy.  More 

speci f ica l ly ,  the  M~sszon's  objectives are to :  1) expand and 

amprove lnformatlon relevant t o  development policy issues noted 

in the CDSS, and 2) provide support to strengthen capacity for 

analysls and plannxng in Indonesian lnstltutlons concerned wlth 

these issues. 

Increased a t ten t ion  to pollcy analysis a t  thls ~uncture I n  

Indoneslats development 1s particularly tlmely. The sharp 

downturn i n  the economy has encouraged an openness t o  policy 
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alternatives whlch has already resulted i n  a number of 

Important pollcy declslons, a s  noted. Receptlvrty t o  pollcy 

analysrs and debate was a l so  heightened by the appointment of a 

new Cablnet In Aprll, 1983, whrch was glven the mandate by 

President Suharto t o  find ways t o  promote development, lncrease 

eff lclency,  and mobllrze resources a t  a time of decllnlng 

government revenues. 

Although macro-economlc pollcy issues a re  not excluded from 

the  Mis s~on ' s  area of concern, these lssues a re  generally well 

addressed by government wlth help from the  IMF, the  World ~ a k k ,  

European and U.S. financial houses, and long-time resldent U.S. 

advisers. Therefore, the Mlssron's focus r e s t s  more on  

mlddle-level sec tora l  pollcy quest lons, primarily In  the 

substantrve areas i n  whlch the MissLon has s t a f f  competence, - - 
-*:+ --Y experience, contacts and a program in te res t ,  Issues Ident if ied 

In t he  CDSS lnclude ln ternal  resource mobillzatlon, 

particularly the  mobilization of savlngs; regulatory and other 

constraints t o  pr lvate  sector growth lncludlng c r ed l t ;  

employment; the Impact of lndus t r l a l  enclaves, water resource 

management, and pollcy measures to reduce morbzdlty and 

rnortallty . 

Durlng the  flrst years of the CDSS lt was anticipated that  

two benchmarks would be reached: f i r s t ,  the Mission would 

establish the  organlzatlon and mechanisms needed t o  support 

pollcy analysls and strengthen dlscusslons wlth governnent; 
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second, that a number of studies and consultations would be 

~nitiated. Since the preparation of the CDSS, a number of 

steps have been taken toward these benchmarks. 

l ) The Mlsslon' s Development Studies Committee, 

established last year to help establish priorities for pollcy 

analysls and to review proposals for pollcy studies and 

consultanc~es, was strengthened and given f ornal status. Under 

a JCC arrangement, a Development Policy Advlser was recruited 

by the Mission in mld-1983 to work with the Committee and to 

manage the Development Studies Prolect. The Committee has ' 

prepared a broad statement of prlority policy issues, and meets 

regularly to review proposals for funding. 

(2) A $4 mllllon Development Studies Project was approved 

in 1983, enabling the Mlsslon to finance development policy 

studies, consultancxes, and dialogue, The government steerlng 

committee recently approved support for two studies: trends In 

agricultural produdtlon and wages; tradlt lonal beliefs and 

practices affecting nutrition, with slx other proposals to be 

revlewed by the Committee in early February. 

( 3 )  In  two of the  substantive areas tha t  form t h e  focus of 

t h e  CDSS, namely food product lon and human resource development, 

p r o ~ e c t s  w e r e  planned whlch alm a t  strengthening the  analytical 

and plannlng capacities in the key agencles responsible for 

poPlcy plannlng. PIDs have been approved for  t h e  Agricultural 

Plannlng Project (Mxnlstry of Agriculture) and fo r  t he  Center 

for Education Research and Plannlng (Mlnlstry of Educat lon) . 
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Both wlll support staff development for pollcy analysis at 

central and provlnclal levels, provlde technical assistance, 

develop Informat lon systems, strengthen llnks wlth 

universities, and fund studles and experlments. 

( 4 )  In 1983, a number of meetlngs were organized wlth 

Misslon staff and senior Indonesian policy makers to revlew 

selected policy questions. The watershed assessment reviewed 

possibllitles and constraints for developing ecologlcally 

stabilizing farming systems that would lmprove opportunities 

and lncomes in poor, densely populated upland areas of Java. 

Major policy Issues, such as subsidles, credlt systems, and ' 

decentralrzed management and fundlng alternatives were 

discussed as part of a Mlssion/Government effort to deslgn an 

experimental project. 

A rural credit study provided evidence of the ef fectlveness 

of selected non-bankxng fznanczal instxtutions In extendzng 

rural credlt for small manufacturing and trading, and served as 

a basls for discussions of credit pollcy. The study found that 

~t was possible to charge interest rates hlgh enough to cover 

costs and risk without threatening credlt demand, that credlt 

schemes can result In additional employment, and that 

village-based operations have the potential to mobilize rural 

savlngs. The findings of this study, along wrth the advrce of 

a USAID- supported consultant, were reviewed by government In 

the deliberations that led to the decislon In June 1983 to 

e l m i n a t e  rn t e res t  rate c e i l l n g s  and encourage rural savrngs. 
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I n  l l n e  with t h e  CDSS o b ~ e c t l v e  o f  reduclng  c h l l d  morbldl ty  

and m o r t a l l t y ,  Mlsslon s ta f f  have been encouraging Government 

t o  use  t h e  v l l l a g e  infrastructure e s t a b l i s h e d  o r l g l n a l l y  f o r  

f  amlly p lannlng  f o r  o t h e r  development a c t l v l t  l e s  . Afte r  

considerable d l s c u s s l o n ,  a p o l l c y  d e c l s i o n  was taken  by 

Government t o  add un.munlzatlon and o r a l  r e h y d r a t l o n  t o  h e l p  

cornbat neo-natal  t e t a n u s  and diarrhea, both  o f  whlch a r e  ma l o r  

c a u s e s  o f  c h l l d  morbid i ty  and m o r t a l l t y .  In January  1984, t h e  

Ambassador and USAID D i r e c t o r  met wlth t h e  P r e s i d e n t  and 

M l n l s t e r  o f  Heal th t o  express  suppor t  f o r  t h l s  p o l l c y  change. 
* 

T h ~ s  i s  a  maJor p o l l c y  breakthrough whlch should l e a d  t o  a 

s t r o n g e r ,  more i n t e g r a t e d  h e a l t h  and famlly p lanning  program. 

I n  a d d l t l o n  t o  these revlews,  a  number o f  p o l i c y  s t u d l e s  

were completed d u r i n g  t h e  y e a r .  These Included an assessment 

of  management development In Indones ia  conducted w ~ t h  t h e  World 

Bank and o t h e r  donors  and a  revlew of m o r t a l i t y  d a t a .  Also, a 

number o f  p r o j e c t  evaluations were undertaken whlch suggested 

p o l l c y  ~ m p l i c a t i o n s ,  including Luwu, HTR&D, and nutrition 

s u r v e i l l a n c e .  

F l n a l l y ,  lmplementatxon o f  a number of  p r o - ~ e c t s  r s  

producing data relevant for policy changes,  such as the 

P r o v l n c l a l  Development Plannlng P r o j e c t  which IS addressing 

d e c e n t r a l ~ z e d  plannzng, and the P r i v a t e  E n t e r p r ~ s e  Development 

Project, whlch 1s t e s t i n g  measures t o  s t r e n g t h e n  investment I n  

Indonesia. 



Wlth mechanisms In place, the Mlsslon's focus In 1984 and 

beyond wlll be on ~mplementatxon. In addltlon to regular 

project act ivit les, it 1s ant lclpated that approximately $1 

mllllon worth of DSP-funded studies wlll be comm~ss~oned, 

lncludlng a state-of-the-art renew of employment, a workshop 

to examlne long-term development trends and posslbxllt les , a 

study of the lncldence and severity of malnutrltlon In rural 

areas In Indonesia, and an analysis of agricultural productlon 

statlstlcs as a guide to productlon and employment. 

C 

In 1984 the Mlsslon wlll focus on slgnlflcantly 

strengthenlng the mon~toring and evaluat lon of projects, an 

area of weakness In the past. One of the values of lnformation 

about project ~mplementat~on 1s its relevance to broad policy 

analysis. Project implementatlon should In part test the 

valldity of broad policles or approaches to development 

problems. In turn, pollc ies and approaches should gulde 

project deslgn and ~mplementation, Without a rellable 

monitoring and evaluatlon system, providing accurate, complete 

and tlmely lnformation to Mlsslon staff, ~t is difficult to 

make the l ~ n k  between policy, deslgn and implementatlon, It IS 

essential to develop the Mission's capacity t o  learn from l t s  

experience of proJect implementatlon, and to root ~ t s  pollcy 

dlscuss~ons i n  empirical data. 

To improve t h e  monitoring and evaluatlon e f fo r t s  of the 

Mission, a Mlssion Evaluation Offrcer was recruited In 1983. 
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All new project proposals will speclfy evaluat lon and pollcy 

questions that wlll be addressed by the project, and wlll 

provlde detalls on plans and procedures to collect the data 

relevant to those Issues, Major evaluations are planned in 

1984 for pro3ects such as Sederhana Irrigation and PDP. The 

results of those evaluatzons wzll affect Mzsslon pollcies 

concerning irrigat Ion and decentral lzed program management. 

11. B . 2 .  Institutional Development--Decentrahat  ion. 

Virtually all Mzssion pro~ects are concerned zn some way wit1 

lnstztut~on building. One Issue that the Mlsslon has been 

struggling wlth zs decentralzzed management, that is, 

. encouraging and support lng shifts In authority and 

responsibilzty for plannzng, implementatzon and resource 

mobllizatlon from central to local levels of government, and 

where appropr~ate to non-governmental organxzations. The 

rationale for this interest IS that In a country as large and 

diverse as Indonesia many development programs, ~f they are to 

be effective, must be managed by local organzzations. 

As noted i n  the CDSS, I n d o n e s ~ a  has developed a strong 

c e n t r a l i z e d  gover>ment based In  part on 1) a concern for 

achieving a sense of nat~onhood among a diverse and 

geographically d~vided people; 2) the avallabllity of 

substant la1 central revenues from national ozl and forest 

resources whlch enable th= central financing of a large portlon 
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of development a c t l v l t y ;  and 3 )  t h e  va lue  whlch p a r t s  of 

Indonesian s o c i e t y  p l a c e  on o rde r  and hierarchy. Thl s  

centralized system h a s  produced s l g n i f l c a n t  g a l n s  I n  some 

a r e a s ,  such as r l c e  production and education. But a n  important 

c o s t  h a s  been a dependence on s t andard ized  l n i t l a t l v e s  t h a t  a r e  

o n l y  partially respons lve  t o  d l v e r s e  l o c a l  needs and c o n d l t l o n s .  

I n c r e a s ~ n g l y ,  there appears  t o  be t h e  vlew I n  Indonesia  

t h a t  development, n a t  i o n a l  u n i t y ,  and e q u i t y  must 

achleved w l t h i n  a p o l i c y  and i n s t l t u t l o n a l  framework whlch 

encourages l o c a l  i n i t i a t i v e  t o  mobl l ize  l o c a l  r e s o u r c e s  and fo 

shape  l o c a l  development a c t i o n s  i n  ways re spons lve  t o  l o c a l  

needs and priorities, The d e c l l n e  i n  0 x 1  revenues has 

encouraged t h l s  l i n e  o f  thinkxng.  Although t h i s  view 1s by no  

means u n ~ v e r s a l ,  t h e r e  a r e  s e n i o r  government o f f l c l a l s  A - - - - &-AS- -- 
c o m m ~ t t e d  t o  ~ t ,  and the basic d l r e c t x o n  has been e s t a b l z s h e d  "-a. 

t o  a n  e x t e n t  by p o l i c y  commitments t o  s t r e n g t h e n i n g  t h e  r o l e  of 

p rov lnce  and sub-provinc la1 l e v e l s  as d e c e n t r a l i z e d  

a d m i n l s t r a t  i v e  u n i t s  r e s p o n s i b l e  for l o c a l  development 

and c o o r d l n a t  Lon. 

Both t h e  l l n e  agenc ies  o f  c e n t r a l  government and t h e  

v a r l o u s  levels  of local  government have Important roles t o  p l a y  

i n  support of d e c e n t r a l l z e d  management. T h e  l l n e  agenc les  have 

s u b s t a n t i a l  t e c h n i c a l  r e s o u r c e s  beyond t h e  c a p a c i t y  of any 

provlnce or  sub-provlnc~al off ice. Improvements at 

d e c e n t r a l l z e d  l e v e l s  w l l l  depend t o  an  e x t e n t  on access  t o  
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these resources t o  supplement locally-available technlcal 

knowledge. These agencies also provide a u n ~ f y l n g  n a t l o n a l  

pollcy perspectlve. Local governments, on the  other hand, 

provlde a unifying t e r r i t o r i a l  perspectlve. Thelr strength 

l l e s  i n  thelr potent la l  t o  deflne needs for external resources 

more accurately, and make the  necessary claims on the  national 

system, 

T h e  Mrssion's strategy on decentralized development 

~ n c l u d e s  three types of project activity: (I) t e s t lng  and 

demonstrating approaches t o  development based on local con$rol 

and i n i t  l a t z v e ,  whlle s~multaneously bullding ln s t  ltut lonal 

capacxtles t o  apply these approaches on a larger scale, such a s  

PDP I and I1 and the Comprehensive Health Improvement 
B 

Pravlncial Project; (2) policy research and dlscusslon, such as 

the A g r  l cu l tu ra l  Planning and Policy P r o ~ e c t  now being 

designed, and ( 3 )  development of t ra in lng capacities t o  

strengthen managerla1 and technlcal capacities ar &ezz%r=llzed 

levels, as in  the  Local Government Tralnlng Project,  I n  

a d d ~ t l o n ,  the Mlsslon supports a number of lndxgenous PVO's to 

strengthen thelr capacl t les  t o  work a t  local levels.  

11. B . 3 ,  PL 480 T l t l e  I & 11. In  the  past year a number of 

steps have been taken t o  ~ n t e g r a t e  PL 480 T i t l e  I and  T l t l e  II 

w z t h  t h e  ~lsslon ' s overal l  development program. 
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( a )  T l t l e  I. USAID and t h e  government 's  long-run 

o b ~ e c t l v e  i n  t h e  T l t l e  I program 1s food s e l f - s u f f l c l e n c y ,  

a s  noted i n  t h e  CDSS. Although Indonesia has  I n  r ecen t  

y e a r s  achleved one o f  t h e  h l g h e s t  growth r a t e s  r n  r l c e  

p roduc t lon  i n  Sou theas t  Asia ,  averaging  more t h a n  4 p e r c e n t  

p e r  annum s i n c e  t h e  mld-70s, t h e  coun t ry  has  s t i l l  not  

achleved self-sufficiency I n  food g r a l n  product ion.  Recent 

drought  coupled w ~ t h  p e s t  damage, and r e p o r t s  I n  some a r e a s  

t h a t  r l c e  y i e l d s  a r e  beginning  t o  r each  c e l l l n g s  wlth 

p r e s e n t  technologies, have r e s u l t e d  i n  a d e c l l n e  i n  t h e  

ra te  o f  growth of rice productron--a r e c e n t  r e p o r t  sugge6ts  

t h a t  product lon  may have been 23.3 m l l l i o n  t o n s  rn  1983 

compared t o  23.2 m i l l l o n  I n  1982. I n  1984, it 1s estimated 

t h a t  government will Import 2 m l l l l o n  t o n s  of  food g r a m s .  

The s h o r t f a l l s  sugges t  t h a t  n a t l o n a l  food g r a l n  product lon  

l e v e l s ,  r e l a t l v e  t o  consumpt  on requl rements ,  a r e  st111 

s e n s i t i v e  t o  c i r cums tances  such as p e s t  outbreak  and 

weather ,  and t h a t  food stability h a s  y e t  t o  be achzeved, 

The need f o r  food purchases  occurs  a t  a t lme when Indones ia  

is  exper lenc lng  s e r i o u s  budget and ba lance  of payments 

problems. 

In addxt lon to providing developmental resources, 

T l t l e  f gives USAID access t o  BULOG, a key a c t o r  I n  

agricultural p o l i c y  and p-bannlng. One o f  t h e  p o l l c y  i s s u e s  

the Mlsszon has struggled with 1s the d~versiflcatlon of 

food c r o p  p roduc t ion ,  t h a t  r s ,  l e s s e n i n g  dependence on 
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r r c e .  The Mlssron ob ta ined  government agreement f o r  a 

secondary c r o p s  p r o l e c t ,  and i s  now developing ano the r  

p r o j e c t  i n  FY 84 t o  s t r e n g t h e n  a g r i c u l t u r a l  p o l i c y  

fo rmula t ion  and p lanning .  Both have requr red  considerable - 

d i s c u s s i o n  and negot l a t  i o n  with government ; such 

discussions have been f a c x l l t a t e d  by t h e  e x r s t e n c e  o f  a 

T i t l e  I program. 

The Government h a s  demonstrated t h a t  ~t can  make good 

developmental  use o f  PL 480 proceeds r n  a manner which 

r e i n f o r c e s  the  CDSS and DA program. BULOG I S  a r e l a t  l v e i y  

well-developed o r g a n i z a t i o n  and has its own R&D u n i t ,  but  

is  respons ive  to USAID's sugges t ions  f o r  proceeds use. For 

t h e  f i r s t  t ime i n  negot i a t i n g  s e l f  -help requirements  

(FY831, BULOG agreed  t o  set a s l d e  1 0  pe rcen t  o f  t h e  
* 

proceeds,  o r  62.4 m i l l i o n ,  t o  support t h e  role of 

Indones ian  and U.S. PVOs engaged i n  r u r a l  development 

a c t i v i t i e s .  A s  r e q u i r e d  by t h e  T i t l e  I S a l e s  Agreement o f  

A p r i l  16 ,  1983, t h e  government has  provided USAID the 

formal  g u i d e l i n e s  and c r i t e r i a  f o r  a d m l n ~ s t e r i n g  t h o s e  

programs f o r  promoting the r o l e  of PVOs In r u r a l  

development a c t l v l t l e s .  Establishment o f  a mechanism for  

release of the funds to qualified PVOs 1 s  underway. Both 

local  and U . S .  PVOs are subml t t rng  proposals d l r ec t l y  to 

t h e  Department of  S o c l a l  Se rv ices .  
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In FY 84, USAID, in consultation wrth BULOG and other 

government agencies, identifled two USAID-related projects 

for lncluslon under self-help act lvlties, Luwu Area 

Development and Rural Electrification, ~ ~ $ 9 0 0  thousand 

will be used to cover selected costs in the maintenance of 

178 kxlometers of road and construction of brldges in Luwu 

Province, These funds will complement the ~~$16.61 milllon 

loan and ~~$2.09 million grant which USAID already provxded 

to this activity, ~ ~ $ 5 ~ 4  million will be provided to three 

rural cooperatives (Luwu, Lombok, and Lampung) to cover the 

costs of 14 generation units which will increase coverag6 

by 50,000 customers. The T~tle I funds wlll supplement the 

~ ~ $ 1 1  mxllion grant and ~ ~ $ 3 0  million loan provided by 

USAID for this activity. The balance of the proceeds has 

been earmarked to expand and improve the productivity of 

rural women with a view to raising farm productxvlty and 

increasxng family income and welfare; to establish 

cooperative collection points to improve the marketing and 

distribution infrastructure for farm cornmodltles; to 

establxsh cooperative distribution kiosks to improve small 

farmer access to agrrcultural inputs, and to cover the 

costs of rehabllitatlng exisiting irrigation canals In 

Central and East Java. 

In view of the country's balance of payments problems 

and food uncertalntles, and the rmprovement In the use of  

proceeds for development purposes, the Misszon strongly 

endorses a contxnued Title I program at current levels, 



- 39 - 
(b) T i t l e  11. The objectrves of the  T l t l e  I1 Program are  

t o  promote economlc development I n  food-deficit ru ra l  

a reas ,  Improve n u t r l t l o n  and hea l th  for  vulnerable groups, 

and ensure t h a t  basic human needs a r e  met a t  tlrnes of 

catastrophe. 

Malnutrltzon is a national problem In Indonesia. The 

Mlnlstry of Health reports  tha t  35 percent of children age 

0-5 suffer  from proteln ca lo r le  malnutrition; 40 percent of 

t h l s  same age group suffer  from iron deflczencies and even 

a greater  number from vitamin A deficiency. I n  the densily 

populated areas of East and Central Java, a focus of T l t l e  

I1 activities, the  nutritional s t a tu s  of the  population 1s 

even more serlous with dal ly  ca lo r l c  intake averaging only 

a l i t t l e  more than 1550 grams per person. In view of the 

lncreaslng ~ncrdence of rurzll unemployment and budget 

constraints following the  downturn In the  economy, there i s  

a contlnulng need for  T l t l e  I1 assls tance t o  Indonesia. 

T l t l e  I1 1s a l so  important because it encourages PVO 

ac t iv i t y  a t  a time when ~t is  c lea r  tha t  government cannot 

afford t o  provlde and finance a l l  development activities. 

The government has recognzzed the need for  T i t l e  I1 

assls tance and has prov~ded increaszng budget support for 

these programs, lncludzng, as  noted, proceeds from T i t l e  I. 

In 1982 the Mlsslon completed an evaluat ion of t h e  MCH 

program t o  assess ~ t s  effectiveness a s  a development 

instrument. The evaluatron concluded tha t  the program was 
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having posl t lve nu t r l t lona l  lmpact on the  most severely 

rnalnourlshed group of chlldren but tha t  the nu t r l t lona l  

education component of the program as  well as i t s  targeting 

a c t l v l t l e s  were def lc lent ,  and tha t  the  feedlng ac t iv i t e s  

were not  lntegrated wlth other heal th servlces or community 

development a c t l v l t l e s .  As a consequence of the  

evaluat Ion, Catholic Relief Services (CRS) --the maln 

executing agency for  both the  MCH and FFW ac t lv l t les- -  

l n i t l a t e d  e f f o r t s  t o  revamp and strengthen ~ t s  MCH program, 

In October of 1983, the Misslon, worklng closely wieh 

CRS, f le lded a second evaluatlon team t o  examlne on-golng 

T i t l e  I1 a c t l v l t l e s  and t o  develop a plan of actlon. In 

addltlon t o  reviewing C R S ' s  revised s trategy for  rmproving 

--- t h e  effectiveness of the  MCH component, the assessment a l so  - 
**+%-- - - =  

examined the  FFW activity, The f l na l  report of the 

evaluatlon team has not yet been submitted t o  the Misslon, 

however, the  early d ra f t s  provide a general picture of the 

current  s t a tu s  of activities a s  well a s  the proposed 

recommendatlons for  strengthening the  T l t l e  I1 Program. 

After the f l na l  report is submitted, the Misslon w l l l  work 

wlth CRS to develop plans for implementing the specif lc  

recommendat~ons. 

The MCH program 1s closely Integrated wlth t h e  

nat~onal nutrltlon program, the UPGK. Approximately 75 

percent of the  centers supported through the  MCH program 
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a re  UPGK centers  operated by the  appropriate government 

agencies. The component of the MCH supported centers that  

d l s t l n g u l s h  them from t h e  na t lona l  program 1s t h e  

distribution of T i t l e  I1 food. An Important beneflt  of the  

food distribution 1s the s lgnif lcant  impact upon 

p a r t l c i p a t ~ o n  of the vi l lages.  Part icipat ion ra tes  for  the  

natlonal program are  averaging about 40 percent. I n  the 

MCH-assisted centers  t h l s  r a t e  increases t o  98 percent thus 

ensuring tha t  the  poorest families, whlch are typically the 

hardest t o  reach, are  belng covered. 

C 

Ti t l e  I1 foods are not part  of the  t radr t ional  d l e t  of 

most of these communities. To have maxlmum nutr l t lonal  

impact t h e i r  d i s t r i b u t ~ o a  must be accompanred by 

lnformat Lon on t h e i r  appropriate uses. The development of 

t h i s  ~nforanatxon has been constrained by the  frequent 

changes i n  the  foods dis tr ibuted.  The assessment 

recommends tha t  t o  the  degree possible CRS should seek t o  

establash consrstency i n  the commodities provided. Equally 

~mportant i s  tha t  CRS work more closely wlth i t s  local 

counterparts in  the  selection of these comrnoditles and 

provide them ample tlme and assistance for the development 

of the accompanying ~nformatlon. 

A major cr i t lc lsm of the MCH program polnted out in 

the 1982 evaluation was the lack of a v l l l a g e  phase-out 

s t rategy.  In  response t o  t h l s  cr i t lc lsm,  CRS has proposed 
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addlng an income-generating component t o  t h ~ s  MCH 

ac t i v i t y .  The purposes of t h l s  component are  t o  lmprove 

the  income earnlng capaclty of part i c lpa t  ing familles and 

t o  crea te  a mechanism for financing the  program on a 

continuing basis .  The team recommends tha t  t h l s  ac t l v i t y  

proceed but on an experimental basls  and wlth a more 

detai led deslgn and implementat~on strategy. 

(c) Food For Work. The two objectives of the FFW program 

a re  t o  provide employment for the  ru ra l  poor and t o  upgrade 

the  physical inf ras t ructure  which supports the productivG 

activities of t h l s  group. The 1983 assessment concludes 

t ha t  although the  impact of FFW a c t i v l t ~ e s  measured In 

terms of physlcal outputs i s  impressive, substant la1 

changes w ~ l f  have t o  occur within the  program In order t o  

achieve these two objectives.  

Employment r e l i e f  for  the ru ra l  poor IS  only partially 

being obtalned within the  exist lng program, Achievement of 
8 

t h i s  objective IS constraxned by the method of labor 

organlzatlon u t ~ l l z e d  t o  implement t h i s  program, which 

requxres that all v~llage households provlde labor and 

tools for the subproject , Not only does thxs prevent the 

program from target ing the  underemployed and unemployed 

villagers but lt a l so  keeps the  returns for labor and other 

inputs very low. (The standard food allotment i s  2.5 k l los  

of g ram per day or  about Rp. 250, The average dally r a t e  

for  wage labor 



( d )  Commod~ty Levels  and Budgets, Based on t h e  assessment 

o f  t h e  c u r r e n t  s t a t u s  o f  t h e  T l t l e  I1 Program, t h e  team 

recommends t h a t  t h e  s l z e  of t h e  o v e r a l l  program remaln the 

same. It a l s o  recommends t h a t  r e c l p l e n t  l e v e l s  f o r  t h e  MCH 

and FFW a c t l v i t l e s  remaln a t  t h e l r  c u r r e n t  l e v e l s ,  75,000 

and 110,000 recipients respectively, F l n a l l y  t h e  team 

recommends t h a t  t h e  planned budget f o r  commodities f o r  

18,750 new FFW r e c l p l e n t s  be  monetized I n  o r d e r  t o  f l n a n c e  

l n s t l t u t l o n  b u l l d l n g  e f f o r t s  w l t h l n  CRS and ~ t s  l o c a l  

c o u n t e r p a r t  o r g a n l z a t ~ o n s ,  The Mlssion concurs  wlth t h e s e  

recommendatlons. C 

CRS 1s p r e s e n t l y  preparing a  p roposa l  based on t h e  above 

recommendatlons which t h e  Mlssion expec t s  t o  revlew d u r i n g  

e a r l y  FY 1984. 

Management Plan s 

To lmprove t h e  q u a l l t y  and e f f l c l e n c y  of program 

management, a number of a c t i o n s  a r e  planned f o r  FY 84 and FY 85, 

1. Trlmmznq the p o r t f o l l o .  The target i s  a p o r t f o l l o  of 

30-35 p r o j e c t s ,  P r o j e c t s  whxch  do not  f a l l  w i t h l n  the 

framework o f  t h e  CDSS, such as l a r g e  infrastructure p r o ~ e c t s ,  

w i l l  not be continued. The Land Mapping and Ti t l ing  project  

w a s  r e c e n t l y  t e r m m a t e d  because o f  g e n e r a l  d l s l n t e r e s t  I n  t h e  
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prolect  by the GOI. New project s t a r t s  w i l l  be kept t o  

around f lve o r  less per year. Since l a t e  1981, the number of  

projects  has s teadl ly  decllned reachlng 52 In 1982 and 42 I n  

1983. It 1s  anticipated that  the number w i l l  f a l l  t o  37 by 

l a t e  1984 and t o  the lower t h l r t l e s  in  FY 85, Given Mission 

budget and s t a f f  resources, t h i s  level  i s  manageable and w i l l  

enable implement a t  lon of the CDSS . 

2. Maintaining a low mortgaqe ra te ,  By the end of FY 83, 

the  Mission was able t o  reduce i t s  forward funding commitment 

(mortgage) t o  about one-half of one yea r ' s  obligations. ~ h l g  

low leve l  of commitment permits budget f l e x i b i l i t y  t o  Introduce 

new i n l t ~ a t i v e s  i n  FY 84 and FY 85 linked t o  the CDSS,  The 

Mission plans t o  contlnue t o  keep mortgage levels  below the  

value of one year ' s  obllgatlon. 

3.  Implementat ion. The Misslon ' s management has given 

p r i o r l t y  a t t en t  ion t o  resolving project implementat Ion 

problems. There has been significant progress with projects  

l i k e  PDP, Sederhana, Rural E lec t r i  f  lcat ion,  HTR&D, and LGT 11, 

The PACD extensions t h i s  past year are par t ly  accounted for  by 

the  Mission's attempt t o  provlde suff~cient tlme to increase 

the effectiveness of ongolng programs and to brlng t h e m  t o  an 

orderly and successful conclusion, In FY 84, a t tent ion  w i l l  be 

glven t o  resolvzng implementatlon problems with the  Eastern 

Islands Agricultural Education Pro~ect and CHIPPS. 



4. Management processes. In FY 8 3 ,  the  Mlsslon Introduced 

a number of procedures t o  lmprove funds control and project 

management: 1) a unlform, Mlsslon-wlde approach t o  project 

development whlch lncludes lnter-of f Ice project commltt ees, a 

stronger ro le  for the  Direc tor ' s  of f ice ,  and more appropriately 

paced lnteract lon wxth Indonesian off l c l a l s ;  2 )  quarterly 

implementatron reviews of all projects  I n  a format that  

s a t  l s f  i e s  Mlsslon and AID/w requirements and permlts more 

regular contact between Mlsslon management and project 

officers; 3 )  a revlsed statement regarding delegation of 

authori ty and clearance procedures whlch c lea r ly  i n d ~ c a t e  whgn 

and under what circumstances clearance 1s requlred by the 

Program and Controller of f lces ,  the  Legal Advlsor, and 

Director 's of f l c  e; 4 )  strengthened fund control  procedures: 5 )  C: 

r e ln t roduc t~on  of PILs  t o  regularize documentation: 6 )  a number 

of other measures t o  Improve project management, ~ncludxng the 

development of o f f i ce  workplans and t h e l r  renew wlth 

management: the  preparation and dls t r lbut lon of guldellnes for  

walvers, PACD extensions, and deobllgatlons; and the  

introduction of a tracklng system t o  ensure tha t  condltlons 

precedent a re  met. Baslc management systems a re  now i n  place 

and a r e  beginning t o  work well. In FY 84 the Mlsslon plans t o  

reflne these procedures f u r t h e r ,  streamline them to reduce 

paperwork, and provlde traxnlng i n  deslgn and implementatxon t o  

FSN and USDH s t a f f ,  Plans for  t ra ln lng are now being designed, 

5. ~ r ~ a r n z a d l o n .  In FY 84 the Mlsslon's planned 

organizational changes w l l l  be completed. These Include a 



strengthened Program Off lce ,  and a  reduct lon and consolidat lon 

of technlcal of f lces .  Steps already taken I n  t h l s  regard 

Include che merger of the Offlces of Population and Health, and 

the  creat lon of a  new Offlce for Employment and Enterprise 

Development. The most s lgnlf lcant  remalnlng s tep  w 1 1 l  be the 

merger of the  Offlces of Agriculture and Rural Development, 

scheduled for summer 1984. Another organizational change 

includes the management of the  Development S t  udles Project 

(DSP) whlch supports pollcy studxes. P r o ~ e c t  off lcers  from 

varlous technlcal o f f l ces  serve on the  Mlssxon's Pollcy 

Committee on a  ro ta t ing  bas ls  t o  review project  proposals. 
a 

Flnally,  an approach IS belng developed for management of 

grants  t o  pr ivate  voluntary organizations i n  order t o  fu l ly  

in tegra te  t h l s  ac t  i v l t y  in to  the Mlsslon 's programmng - - - ? *&, -&- ----- 
-% 

process. A s  with the  DSP, t he  Mxsslon's technical o f f l c e 2 a r e  

belng asked t o  glve greater  a t tent ion  t o  the  role  of P V O t s  In 

re la t ion  t o  t he l r  o f f i ce  s t ra tegies .  Proposals w l l l  be funded 

through the  Mxsslon's Offlce of Voluntary and Humanltarlan 

Programs, wlth t he  technlcal off  ices  assumlng an expanded 

technical role  i n  the management of these projects.  

111. Strategic Work Plans 

A. General Stra tem 

The Actlon Plan presented here for FY 84 and FY 85 

describes In more d e t a l l  the  Mlsslon's o b ~ e c t l v e s  related t o  
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the  program goals s e t  for th  In the  CDSS, out l lnes proposed 

prolec ts  t o  meet these ob3ectives, and establishes benchmark 

program and management a c t l v i t l e s  whlch the Mlsslon 1s plannlng 

t o  undertake durlng the  next two f i s c a l  years. The l lnks 

between the  proposed projects  and the  Mission's CDSS, the  Asia 

Bureau Strategy, and Agency pol lc les  are  described i n  Annex B. 

B, Substantive Proqram Focus 

a. Evaluate agr icul tura l  research port f 01 l o  In FY84 
and incorporate approprzate elements I n  new 
comprehensive Agriculture Sector Research Project. 

b. E%ase out Agriculture Plannlng I project ,  and 
conduct f i n a l  evaluation. Complete design of 
Agriculture Planning I1 Project by m~d-FY84. 

c ,  Complete the  Cltanduy I Project i n  FY84, t ighten 
management of Citanduy I1 t o  speed ~mplernentation, and 
begln Upland Agriculture Project In FY84, focuslng 
par t i cu la r  a t t en t ion  on the  development of workable 
i n s t ~ t u t i o n a l  and budget procedures t o  deal with 
lrnplementat lon of watershed ac t  i v i t  ies ,  

d. Phase out Luwu Project In FY84, complete 
evaluation, Explore possible use of T i t l e  I proceeds 
for  a project  t o  strengthen O&M of water management 
systems. Closely monltor water users associations 
experiment under Sederhana I1 during FY 84. Deslgn 
new Small Scale Irrfgation Operations and Maintenance 
Project In N 84. 

e. Complete contracting In FY84 for Secondary Crops 
Prolect and begxn start up, 

f. Review East Tlmor Agricultural Development Project. 

g. Organlze a t  l e a s t  two agr icul tura l  pollcy studies  
under Development Studies Project. 



2. Increasing Off-Farm Employment 

a. Complete deslgn for Central Java Enterprises 
Project and contract by l a t e  1984. 

b. Complete feas ib i lz ty  work and deslgn of Prlvate 
Sector Management Trainlng Project by mzd 1984. 

c .  Evaluate progress on Prlvate Sector Project i n  
ear ly FY85 t o  determine parameters for l a t e  FY 1985 
extenslon. 

d. Redeslgn T l t l e  I1 Food for Work project t o  
maxlmize employment impact. 

e. Conduct a t  l e a s t  two policy s tudles  under the 
Development Studies Project related t o  Off -farm 
Employment, 

f ,  Phase out Rural Works I1 Project. 

g. Design in  ear ly  1984 a Financial Ins t l tu t lons  
Development proJect which provxdes c red l t  a t  
unsubsidized l n t  e res t  r a tes .  

h. Review Missxon's overall  e f f o r t s  t o  increase 
off-farm employment in  FY86# with a view t o  adjusting 
CDSS and preparing a more focused second phase. 

3.  Improv~nq primary heal th care and completzng t h e  
institutionalization of famzly planning. 

a ,Complete procurement and t ra ln lng under the  Expanded 
Program i n  Immunization, and evaluate Impact of t h i s  
e f fo r t  on t a rge t  area.  

b. Sharpen focus of T l t l e  11 MCH program and 
restructure i n  FY84. 

c . Complete provision of ora l  contracept lves t o  
Indonesian Farally Plannzng Program by end of FY85. 

d. Star t  FP a c t r v l t l e s  I n  urban areas and Increase 
p o s s ~ b z l l t y  that greater amount of FP servlces w l l l  be 
self-financing by conducting experiments In t h l s  area. 

e. Based on output of dlarrheal  component of HTR&D 
Project,  design an appropriate intervention for 
dlarrheal  disease control  t o  be implemented In FY85. 

f. Conduct an ~n-depth evaluation of FP interventions 
i n  l a t e  EY 84 or  early N 85. 



g. Prepare evaluation of impact of FP/MCH nutritzon 
project . 

4. Accelerating human resource development. 

a .  Conduct an assessment i n  FY84 of options for  
agr icu l tu ra l  faculty development. 

b. Implement change i n  focus of LGT I1 Project with 
objective of ins t i tu t ional iz ing e f fo r t  concurrent with 
maintaining t ra in lng  output. Assess progress In l a t e  
FY85. 

c .  Complete PP for Policy Research and Educatlon 
Plannlng by ear ly  FY84. Xave TA In place by l a t e  FY84. 

d .  Set up an overseas t ra ln lng unit under the GPT I1 
Project which w l l l  be funct lon~ng by the end of FY85. 

I 

e. Phase out the current Eastern Islands Project, the  
Self-Instruct ional Learnlng Project , and the  Education 
Communlcat ions Development Project . 
f .  Dispatch 325 LT and 625 ST particxpants under GEYT 
I1 and other projects  by l a t e  FY85. 

g. Assess t he  PRD-I, I1 and In-Country Management 
Development projec ts  t o  discern whether the  approaches 
bexng followed are bexng ~ n s t ~ t u t i o n a l i z e d .  Complete 
traznlng under the  former two projects .  

h. Evaluate Western Unlverslt ies Agricultural 
Educatlon P r o ~ e c t ,  

I. Conduct an assessment of the  needs of the publlc 
heal th facuPtles and ldent ify areas where assistance 
needed. 

j. Examine p o s s i b i l ~ t l e s  for  apprentice technical 
traznlng program a s  a follow-up t o  Lhok Seumawe 
industrial manpower study, 

Other Program Plans 

a. Policy Analysxs. 

(1) Proceed wzth implementation of Development 
Studies Project lnto f i na l  s tudies ,  technical 
assis tance,  and workshops for agenda whlch wlll 
include: 

- employment generat lng opt Ions - small-scale l r r iga t lon  strategies, including O&M 



- revlsed regulations t o  encourage rura l  savlngs 
rnobillzat Ion - support a  workshop on long-term growth and 

. development st r a t  egies for Indones la  
- decentralization of development plannlng and 

management - health/FP pollcles  that  integrate  lmmunlzat ion 
and ora l  rehydrat ion  

Encourage s t a f f  review of policy potent la l  of a l l  
new USAID p r o ~ e c t s ,  a s  well a s  ongolng projects.  

Cont rnue periodlc implementat ion reviews of 
Mlssion por t fo l io  with BAPPENAS for policy 
~ m p l  i ca t  ions. 

The Prlvate Sector. 

In addltlon t o  a c t i v i t l e s  Included under the  
Employment Genrat Ion Sect ion, above, work w l  t h  
Mlnlstry of Flnance on agenda for  studies and ' 
technical assistance t o  improve cap l ta l  market 
a c t l v l t y  t o  be agreed upon In  f l r s t  quarter of FY 
84. 

Pursue PFS ~ n l t i a t l v e s :  venture cap l ta l ,  YPO, 
JACC, and IESC. 

Complete s t rategy renews of employment and 
management for CDSS , 

Prepare quarterly reports  t o  Congress, PRE and 
Asra Bureau on the s t a tu s  of p r ~ v a t e  sector 
~ n l t ~ a t i v e s :  due June 30, September 30, December 
30, March 30. 

Meet on a  regular basis  with t h e  AmCham Advisory 
Committee on USAID t o  review A I D  projects and 
developments affecting AID'S pr lvate  sector 
a c t i v i t l e s .  

Coordinate with other donors ac t lve  In prlvate  
sector development and w ~ t h  unaversit les and 
l n s t  i t u t  lons lnvolved In research or  t ralnlng 
re la t ing  t o  the  private  sector. 

- 

Work wlth the  Commercial In te res t s  Worklng Group 
on private  sector a c t i v i t i e s .  

Work w ~ t h  other  USAID 
role that the private 
such a s  education and 
agricul ture and rura l  
farnlly planning. 

of f lces  In analyzing the  
sector can play In areas 
manpower development, 
development, health and 



( 9 )  Work with other USAID off ices  I n  revlewlng 
aspects of projects whlch concern areas I n  whlch 
the of f l ce  may be developing expertise-- 
management, credl t . 

c ,  Technology Transfer and Adaptatlon. 

Thls goal is ref lec ted  i n  support for technical 
assistance, research, lrnplementat ion projects  and 
training, tha t  characterizes the  portfolio- A review 
of current programs and future plans for  S&T for  the 
Mlssion w l l l  be conducted. 

d. Decentralization. 

(1) Work on an operational definition of 
par t ic ipat ion ,  and develop a c learer  Mlssion 
policy statement. 

( 2 )  Revlew the  projects  i n  the Mission which a re  
dlrected a t  decentralizat  Ion and broader 
particlpatxon, such a s  PDP II, the FY85 
small-scale i r rxgat lon project ,  the  HTR&D project 
a s  redesigned nn l a t e  FY83, and Agricultural 
Planning P r o p c t  11 t o  develop strategy further .  

e .  PVOs. - 
(1) Prepare Misslon s trategy paper for PVO support. 

( 2 )  Expand support t o  Indonesian PVOs i n  FY84 and 
FY85. 

( 3 )  Strengthen Indonesian PVO intermediaries whlch 
service smaller indigenous PVOs. 

( 4 )  Broaden the  mandate of the  Mission's Voluntary 
and Humanitarian Program Off i ce  t o  include 
p r ~ v a t e  development organizations such as  ADC, 
Populat Ion Counc nP , and PIACT, whlch are 
concerned  with t ralnzng, research and development, 

f . Dxsaster Preparedness and Relief 

(I) Request OFDA/W to a s s l s t  In ldentifgrlng source of 
fundlng requlred to a s s l s t  i n  development of 
Vulcanology Survey of Indonesia (VSI). 

( 2 )  Support government e f f o r t s  through Washington 
fundlng to establish a disaster 



manpower/management t r a l n l n g  l n s t  lt u t  e I n  
Indonesia. A s t u d y  o f  a proposal i s  p r e s e n t l y  
underway whlch w ~ l l  l e a d  a  feasibility r e p o r t .  

( 3 )  Continue t o  respond t o  speclflc GO1 r e q u e s t s  for 
dlsaster  r e l l e f .  



1. tontainment of 1982/83 budget 

- current budgetary expenses held constant m 
narmnal terns; to ta l  budget held roughly 
constant m real terns: - freeze on government salzmes - 6O% rise domestic petroleum prices 

2. Export p m t l o n  measures 

- smphficatron of q o r t  procedures and 
regulatrons - q o r t  surrender requrement scheme abolished - reqwrrezeent t o  open export letters of credit 

abol~shed - rnstructions issued t o  promote qrovenmt of 
customs procedures and s iq l f fy  export docment 
processing 

- increased financial incentives : - lay rnterest rate export credit fBCiLitl~3s 
- -.., - =--%%ST - ' h a v d h b l e  through State Banks 

new insurance e s t a b h t e d  

3. Cre&t p o l ~ c y  tightened - rnKed siOdwn L3 ; r 4 & a ~  q+ia&;zlr; - access t o  rediscount fac i l i ty  substantially curtailed 

4- Greater f lembrl l ty mtroduced m excknge r a t e  pollcy - rupiah progress~vely depreciated 7-a 



I. btroduct~on of Austere 1983/84 Budget 1/83 - current budgetary expenditure essentially held 
constant m narunal terms, to ta l  budget 
constant/fallmg m real terms : - contmed g a r m e n t  wage freeze - 50% m e  in dauestic petrolem and fer t l l lzer  

p n c e s  - certain food subsldles abolished - pertlclde subsidies reduced 

2. kvaluation of Ruplah 27.6% vs U.S. $ - aaoption of new basket of currencies reflecting 
major trading partners and c q e t l t m s  - adaptlon of managed f loat  policy nth lntent t o  
mtain cqe t i t iveness  of real effectwe exchange 
rate 

3. Rephasing of Fubl~c Sector hvestment 5/83 - estMated $3.0 bd l ion  FX S E M . ~ ~  1983/84 - estmated $7.4 brlllon FX s a w  subsequent years - stated intent t o  reallocate associated dunestlc 
project s-s t o  new labor intensive projects 

Reform of Monetary/BanEcing Policy - State Banks free t o  set deposit and most 
lending rates - detalled reducount mechanism slmpllfled so as t o  - 
restrict ~ C C ~ S S  to ~ i 2 ~  t3i~ kWi5t 2 ~ k r ~ C j  SCCZGZS - quant5tative ceilmgs on lndiv1duaf bank's 
credit expansions &llshed 

Review of Regulations Affectxng m v a t e  Sector 
Initlilted - PrrorLty glverl by the ca.bl.net t o  simgliQmg 
irnrestment licensulg, regulatory and 
admmktrative procedures - b g r a m  begun to overhaul and simplify export 
procedures; sqle-camdity export r e n e w  
teams established 

- major m r o n  and s~mpllflcatlon of personal 
and corporate mcome tax laws - replacement of sales taxes w i t h  value added 
tax plus luxury sales tax - revision and simplification of tax admirustrat~on 
and procedures 



Cbnsumer Pr~ce Index (17 cltles) 206.0 
food stuffs (7.2% CY 83) 189.7 
houslng 228.8 
clolhng 204.6 
rm scellaneous 210.6 

Consumer Price Index (Jakarta) 
food stuffs 
houslxq 
clotkuriy 
miscellaneous 

w. Pr~ce M u m  U t y  Ehce (~p/kg) 
Jakarta 
-g 
Semarang 
-a 
Medan 
mPml#na 
Penbanak 

8 months 
11/83 % dharge - 



Selected External kcount h t a  
($ Efilllon) 

p9n1 - Sept  6 months 
1982 - 1983 - % change 

Total Conanodrty ?&ports 
oL1 
UJG 
Non-olf/LNG 

Total Commodrty worts 

Balance of Trade 

&nl- July 4 months 
1982 - 1983 % cbmge - 

1 9 8 3  
Jan. - March - June - sept - k v  

Ekt kt' 1 Reserves 
($ Million) 4,032.4 3,074.4 3,753.5 4,528.1 4,700 

Rupiahs Per Uiut 
Pk ~4 

3/31/83 12/ 21/83 Deprecratlon 

Errchange rate ('buymg) 
Yen (100) - 



GOI ~ ( a L e  Budgets 1980181 - 1984185 
; ( B n l l i o n s  ,Rupiah) 

I 

1980/81 1981/82 1982183 1983184 1984184 1984185 
Actual  Actua l  Actua l  Budget Revised E s t .  Dxaf t  Budget 
I 

Revenues 

Domestic Rece ip t s  
D x r e c t  T a x e s  
I n d x r e c t  Taxes 
Non-tax R e c e i p t s  
Development Receipts 

Total Revenues 

E x ~ e n d i  tures 

Routine Budget 5,800 6,978 6,996 7,725 
P e r s o n n e l  Expenditure 2,023 2,277 2,418 2  , 597 
Goods Procurement 671 923 1 ,041  1 ,149  
S u b s i d i e s  t o  Regions 976 1, 029 1 ,315 1 ,388 
Debt S e r v i c e  785 931 1 ,225  1 ,417 
Other  ( O i l - f u e l  subsidy) 1,345 1,630 997 724 

Development Budget 
Ruplah Flnanclng 
P r o j e c t  A I D  

T o t a l  Expendatures 11,716 13,918  14,356 16,565 

I 9 

I 

Source.  S t a t a s t i k  Ekonomi - Keuangan I~ ldones ia ,  1984/85 D r a f t  Budget and IMF estimates. 



ANNEX B 

Relationship of New P ro jec t  t o  COSS, Regional S t r a t e g y ,  and Agency Po l i cy  Papers 

PROJECTS CDSS - 

Upland Direct ly linked t o  major 
A g r i c u l t u r e  Focus of CDSS s t rengthen-  
and Conser- i n g  food production and 
v a t  i o n  na tu ra l  resource 
497-0 311 management 

I n s t i t u t i o n  bui ld ing 
p ro jec t  w i l l  provide TA 
and t ra in ing to  address  
the  i n s t i t u t i o n a l  and 
human resource 
dimensions of t h e  
problem 
Technology Transfer  
p ro jec t  w i l l  provide 
TeA.  t o  address t h e  
ma-~or technical 
dimensions of t h e  
problem, and support  
demonstration p r o j e c t  
Project  noted i n  CDSS 

REGIONAL STRATEGY 

D i r e c t l y  s u p p o r t i v e  of  
r e g i o n a l  e f f o r t  t o  
address  w a t e r s h e d h p l a n d  
farming i s s u e s  a s  w e l l  a s  
t h e  r e g i o n a l  f o c u s  on 
community management 
of l o c a l  resources .  
Complements r e g i o n a l  
g o a l  of i n c r e a s i n g  t h e  
ou tpu t  of b a s i c  foods. 
P a r a l l e l s  r e g i o n a l  
s t r a t e g y  f o r  j o i n t  r e s e a r c h  
e f f o r t s  i n  management, 
economics and socio logy o f  
watershed problems and us ing  
t h i s  a s  a v e h i c l e  f o r  
a more s o p h i s t i c a t e d  p o l i c y  
d ia logue  on t h e  r e l e v a n t  
f ssues .  

POLICY PAPER 

I n  genera l  terms, t h e  
p r o ~ e c t  d i r e c t l y  
suppor t s  Admin i s t r a t ion  
emphases on t echno logy  
t r a n s f e r ,  institution 
bui ld ing  and p o l i c y  
dialogue.  
I n  more s p e c i f i c  
terms, t h e  p r o j e c t  
w i l l  pursue  t h e  
two main o b j e c t i v e s  
o u t l i n e d  i n  t h e  
Food and A g r i c u l t u r a l  
Development P o l i c y  
Paper inc reased  f o o d  
a v a i l a b i l i t y  and 
improved food con- 
sumption. 

Technical  a s s i s t a n c e  i n  
t h e  form of t r a i n i n g  and 
t e c h n i c a l  a d v i s o r s  w i l l  
comprise a major mode 
of  support .  
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PROJECTS CDSS - 
Small  Scale Directly responsive 
I r r i g a t i o n  t o  Mission's twin themes 
O&M of productivity and 
497-0347 par t ic ipa t ion  

Linked t o  CDSS s t r a t e g y  
t o  strengthen food 
production and resource  
management a s  w e l l  as 
e f f o r t s  t o  e s t a b l i s h  open 
and f lexib le  dec i s ion-  
making procedures. I n  
addition, it complements 
Mission i n s t i t u t i o n -  
building p r i o r i t i e s  througlr 
strengthening decent ra l ize4  l 
organizations. The p r o j e c t  
w i l l  address l e g i s l a t i v e  and 
regulatory c o n s t r a i n t s  
affect ing implementation. 

I REGIONAL STRATEGY 

Complements r eg iona l  g o a l  
af i n c r e a s i n g  t h e  ou tpu t  
of b a s i c  foods and is 
d i r e c t l y  l inked  t o  Bureau 
o b j e c t i v e  of concen t ra t ing  
on i r r i g a t i o n  and water  
management. 

I n  accordance wi th  Bureau 
s t r a t e g y  r e l a t e d  t o  t h e s e  
i s s u e s ,  t h e  p r o j e c t  w i l l  
epgage t h e  GO1 i n  a p o l i c y  
d ia logue  invo lv ing  a 
range of problems concerning 
t h e  economics and management 
af Small S c a l e  I r r i g a t i o n  
systems. 

POL ICY PAPER 

The project c o r r e s p o n d s  t o  
t h r e e  o f  t h e  m a j o r  Adminis- 
t r a t i o n  emphases i n s t i t u t i o n  
bui ldang,  p o l i c y  d i a l o g u e  and 
technology t r a n s f e r .  It  
fo l lows  t h e  g u i d e l i n e s  se t  
o u t  i n  t h e  Food and Agri-  
c u l t u r a l  Development and 
P o l i c i e s  i n  Food and Agri- 
c u l t u r e  P o l i c y  Papers  w i t h  
t h e i r  emphases on  i n c r e a s e d  
food a v a i l a b i l i t y  and 
improved food consumption 
as w e l l  a s  t h e  policies 
a f f e c t i n g  food p r o d u c t i o n .  
It a d d r e s s e s  t h e  concerns  
o u t l i n e d  i n  t h e  R e c u r r e n t  
Cost P o l i c y  Paper  and h a s  
O&M a s  a major project 
i n i t i a t i v e .  

P r o ~ e c t  noted i n  CDSS 



PROJECTS CDSS - 

F a c u l t i e s  Direct ly related t o  
of  P u b l ~ c  o v e r a l l  Mission s t r a t e g y  
Heal th  of improving primary 
497-0 348 hea l th  care, i n  t h i s  

instance,  via improve- 
ments i n  health system 
t r a i n i n g  and management. . 
Also colnplements Mission 
primary objective r e l a t e d  
t o  ins t i tu t ion  building.  

Project  noted i n  CDSS. 

RE;GIONAL STRATEGY 

R e f l e c t s  Bureau emphasis 
on providing t e c h n i c a l  s k i l l s  
and t r a i n i n g  h e a l t h  manpower 
t o  s t r eng then  t h e  management of 
c o s t  e f f e c t i v e  and s e l f - s u s t a i n i n g  
h e a l t h  a a r e  systems. Complements 
Bureau aoncern wi th  i d e n t i f y i n g  
t h e  most a p p r o p r i a t e  h e a l t h  c a r e  
i n t e r v e n t i o n s ,  t h a t  is t h o s e  which 
a r e  both t e c h n i c a l l y  proven and 
admin ie t ra t fve ly  f e a s i b l e .  

POLICY PAPER 

P r o j e c t  d i r e c t l y  responds 
t o  t h e  Health P o l i c y  
Paper emphasis on the 
management & a d m i n i s t r a t i o n  
of  h e a l t h  c a r e  systems. 
T t  u t i l i z e s  a l l  t h r e e  
mechanisms proposed i n  
t h e  p o l i c y  paper  f o r  
d e a l i n g  wi th  t h e s e  problems 
t e c h n i c a l  a s s i s t a n c e  t o  
s t r e n g t h e n  a d m i n i s t r a t i o n ,  
t r a i n i n g  programs f o r  mid- 
l e v e l  managers, and t r a i n i n g  
t r a i n e r s .  



PROJECTS Q3SS - REGIONAL STRATEGY 

A g r i c u l t u r e  C r i t i c a l  component of 
S e c t o r  Mission' s primary focus  
Research on food production and 
497-0 349 on i n s t i t u t i o n  bu i ld ing  

with respect t o  both t h e  
strengthening of manage- 
ment and technical  skills 
and strengthening 
decentral ized opera t ions  of 
organizations. 

L 

Continued support f o r  a g r i -  
c u l t u r a l  research through 
t h e  decade noted i n  CDSS. 

I 
A s p e c i f i c  g o a l  sf  t h e  Bureau 
i s  t o  suppor t  and b u i l d  Asian 
c a p a c i t y  t o  s u s t a i n  a g r i c u l t u r a l  
production growth. St rengthening 
and expansion of t h e  a g r i c u l t u r a l  
r e sea rch  system is c e n t r a l  t o  
this e f f o r t .  T h i s  o b j e c t i v e  is  
t h e  primary f o c u s  of t h e  proposed 
p r o j e c t  and i n  accordance wi th  
t h e  r e g i o n a l  s t r a t e g y  w i l l  
p rovide  some smal l  amount o f  
c a p r t a l  a s s i s t a n c e  wi th  major 
emphasis on t e c h n i c a l  a s s i s t a n c e  
and t r a i n i n g .  

POLICY PAPER 

The p r o j e c t  a d d r e s s e s  t w o  
major a d m i n i s t r a t i o n  
concerns. institution 
bui ld ing  and technology 
t r a n s f e r .  Also i n  accordance 
with t h e  Food and Agricul -  
Lure Pol icy  Paper it w i l l  
a t tempt  to s t r e n g t h e n  
c o u n t e r p a r t  c a p a c i t y  t o  
address  and s o l v e  t h e i r  
own food and a g r i c u l t u r a l  
development problems and 
emphasize t h e  Agency's 
sc ience  and technology 
c a p a b i l i t i e s .  Techn ica l  
a s s i s t a n c e  i n  t h e  form 
of t r a i n i n g  and t e c h n i c a l  
a d v i s o r s  w i l l  comprise ma] o r  
mode of a s s i s t a n c e .  




