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A.N.U. CEmlW, A™INISIBATIOO TEIBX FOOM NA'IUNI - 62760 

TO : ('I'FJEX 00. IF KJ\OYN) 45159 
~~~~~~~~~~~~~~~~~ 

( ANSAMCK CXDE, IF KNOYN) 
~~--~~~~~~~~~~~-

(FUIL AIDRESS) NAME : Dr. M.A. Soegito, 
~~~~.~~~~....._____..;:___~~~~~~ 

S'ffifil.-,. : ~~-B~f_ro~P~'ls~a_t~St_a_t_is_t_i_k~~~~~ 

Jakarta 

CXXJNI'RY :(for overseas) INDONESIA 
~~~~~~~~~~-

MESSAGE 

Ya.JR REF: 

ATTFNI'ICN: Ear Soegjto copy Sri Budianti' 

In processing tapes· for the transmi'grant income survey we find 
that we do not have adequate documentation on the coding system for the 1984 )C 
Susenas tape. cl r-
Could you please forward copies of the Pedoman Pengolahan (if you have it), ()lfl 
a questionnaire which is filled oyt to indicate which questions were tabulated 
and their pos·itions· on our Sus-enas tape. 
This information should be forwarded directly to Mr. Ross Muir in the Australian 
Embassy, Jakarta with the request that he pouch it directly to Ray Byron, 
Statisti'es Department. ANU. 
We would be most grateful for your assistance i'n order to complete our pre-
1 iminary Bank sector review. 

Wtth thanks, 

.D 
'Ibe Australian National University 
CanbeITa, Australia* 

*(Please tick box if required as part of signature) 

001' Fm 'IBMGf ISSIOO 

FFOd: (NAME) Dr. R.P. Byron 

3:ll:XJL:Faculty of Economics and 
Conmerce 

Fm CPERATCR Is USE OOLY : 

DEPARIMEt-n' : Statistics 



f) Any other use of the tape (s) deviating from the above terms and 

conditions can only be undertaken with the prior written approval of 

the CBS. Inquiries should be addressed to the Director General of CBS. 

IV. This document is a binding legal agreement. All data and information 

contained in tape (s) (as specified above) are confidential and are 
the property of the CBS. 

For Bureau of 

Typed Name 
DEPUTY DIRECTOR GENERAL 

Title 
JULY 27, 1985 

Date 

For the Receiver (as in I 
above) 

~larr"' kClrn ~ 
MRS. GLORIA DAVIS 

Typed Name 
TRANSMIGRATION TEAM LEADER SECTOR REVIEW 

Title 
JULY 27, 1985 

Date 



Letter of Agreement for 
the Us~ of Computer Data Tape (s) of 

TRANSMIGRATION DATA .............. .......................... 
NO. 07 - 1985 

1. This Letter of Agfeement for the , Use of Computer Data Tape (s) is signed-

by the Central Bureau of Statistics (CBS), 

Goverment of Indonesia, as the Provider of the computer data tape (s) 

and ..... ~~~~~ . ~~~ .................................................... ~ . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
as the Receiver of the computer data tape (s). In the following 

paragraphs the computer data tape (s) are abbreviated as the tape _( s). 

II. The Central Bureau of Statiitics, Government of Indonesia, agrees to 
· d t ( ) f TRANSMIGRATION - ~ AND SUSENAS DATA - -prov1 e ape s o ....... ........ -.... . ... . ~ ............................. · . · · 

at cost to the Receiver with the terms and conditions as mentioned in 

paragraph I I I. 
-

III. The Receivers agrees to the use of the tape (s) under the following terms 

and conditions, 

a) the Receiver wi 11 .not · make a copy of the tape (s) for use of any other 

person or organization . 

. b) the Receiver will make use of the tape (s) only for the purpose of 

research and data analysis so as to ~~in furth~r - underst~nding ab6ut 

the Indonesian economic & sosial condition _and highest benefit could 

be drawn by the Indonesian Government/the Receiver as well as 

researchers in the advancement of science. 

c) the Receiver wi 11 make every effort to include the parti ci pa ti on of 

Indonesian nationals in. the analysis of the data. 

d) the Receiver agrees_ to send at least two (2) copies .of any report 

re~ulting from research using ·the tape (s) to the CBS, Jakarta-Indonesia. 

e) for any research paper or report where the main sources of data are 

drawn excl~sively from the tape (s) it is requ~red that approval be 

obtained from the CBS on the content of the report prior to publica

tion. In such a situation the CBS agrees to send the comments within ... 
60 da_ys, otheNi se it is coris i dered appro.ved. Such research papers or 

draft papers should . be addressed to the Director General of the CBS. 

(Over) 
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FARM MODELS USED FOR THE EVALUATION OF PRODUCTION AND FOR 
ECONOMIC ANALYSES OF INDONESIAN TRANSMIGRATION PROJECTS 

1. Introduction 

Estimations of the overall economic and social benefits from the very 
large investments of the Government of Indonesia (GOI) in transmigration schemes 
require a knowledge of the likely production of food and other agricultural 
commodities from the schemes. Estimates are also required of labor requirements and 
the cost of creating employment opportunities relative to other possible 
alternatives. 

Basic to these calculations are the farm models used to design the 
settlements. These have evolved over the years according to the general policies of 
the government and experience in previous schemes. There are now two basic models 
for upland and lowland sites: 

(a) Upland model of 3.5 ha which includes a 0.25 ha houseplot (home garden), 
1.0 ha food crop area and 2.25 ha for subsequent development of tree 
crops. These areas may be split such that the houselots are adjacent to 
each other, the food crop land is within a limited distance from the 
houselot and all the tree crop areas are in a compact block again within a 
limited distance from the village center. 

(b) Lowland model of 2.25 ha which includes a 0.25 ha houseplot and 2.0 ha of 
land suitable for bunded rainfed rice. 

In both models, the houseplots and 1.0 ha of land are prepared to various 
degrees of readiness before the arrival of the settlers. During the first year the 
farmers are supported by the provision of food, tools, seed and seedlings and 
fertilizer and pesticides for 3 years. 

2. Previous Studies 

Many previous reports contain estimates of production from the basic farm 
models. These estimates vary over a fairly wide range depending on assumptions made 
as to detailed management practices and the availability of fertilizers and labor. 
A selection of key references is attached but there are many other reports, 
particularly of Phase II and Phase IIIA studies carried out by consultants which 
were not readily available at the Bank. 

In the following sections, an attempt is made to identify and discuss the 
various sources of variation (of which some are site-specific) and develop a general 
methodology which can be used to calculate realistic production values and economic 
assessments. 

Ideally, the various parameters should be incorporated in a computer model 
such that any subsequent refinements based on field observations could be easily 
incorporated and sensitivity analyses made in relation to changes in fertilizer 
labor, new varieties, diseases and pests and so on. 
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3. Major Sources of Variation 

Farm models include many assumptions of which the following have 
significant effects on production and economics: 

(a) rate of development of the farm - which may be location-specific; 

(b) output from the home garden with or without the i nclusion of poultry, 
large and small animals, fruit trees or speciali t y high value crops such 
as tobacco, coffee, cloves and fruits; 

(c) the cropping patterns and intensity used in the f ood crop area with and 
without animal power; 

(d) yield estimates in relation to fertilizer and pesticide inputs; 

(e) manpower ava i lability to the average transmigrant family and the matching 
of this manpower to the cropping pattern and intensity; and 

(f) social factors and marketing opportunities which affect cropping patterns 
(particularly important for cassava). 

Each of the factors will be discussed briefly, g1v1ng some indication of 
the approach and values which have been used in other reports. The largest 
variations seem to occur in (d) and (e). The text includes an outline of the basic 
reasoning and assumptions used for the farm models in the Transmigration V Staff 
Appraisal Report. 

4. Rate of Farm Development 

A basic aim is for the family to be self-sufficient in food after the 
first year. Most transmigrants initially plant the 0.25 ha of home garden with 
annuals (rice, cassava, vegetables) and perennials (bananas, fruit trees, coconut, 
etc.). They do not have time to plant in addition the full 1.0 ha of food crops. 
This area may require additional clearing of timber, burning and stump removal. 
Most reports take account of this although some do not. All assume the houselot is 
fully planted in the first year. The Trans II and III models assume that 0.5 ha of 
the food crop area is planted the first year and 1.0 in the second. For Trans V 
models, it is assumed that 0.5 ha is planted the first year, 0.75 ha in the second 
and 1.0 ha in the third and subsequent years. 

For development of the tree crop area (2.25 ha) most reports assume 
transmigrant labor is available whether or not it is block-planted by a contractor 
or planted by the farmers themselves under a Project Management Unit (PMU). To take 
account of labor shortages, in the Trans V models, this development is assumed to 
start in year 4 with the first tapping in Year 11. 

The bunded rainfed rice (sawah) model assumes the development of an 
extended house lot of 0.25 ha in addition to the house lot around the house (0.25 
ha) plus the development of 0.4 ha of 'field plot' in the first year. The field 
plot is then extended to 1.0 ha in the second year, 1.40 ha in the third year and 
1.75 ha in the fourth year (Swamp Reclamation Project II). 
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5. Output from the Home Garden 

There seems to have been no consistent method used to determine output or 
net income from this 0.25 ha of land. Most reports assume a cropped area of 0.20 ha 
with 0.05 ha for the house and paths. Some authors have calculated output as the 
same as for the food crop area for the first few years with increasing amounts of 
tree crop products (Transmigration Program Review). Others have used a multiple of 
the food crop area output assuming better management and higher value produce. 
Scholz describes a farm profile for a mature transmigrant area in Lampung in which 
the output of coconut, cloves, fruit and bananas from the 0.21 ha 'kebun' is 
equivalent to 1.5 time~ the same area of food crops. The Transmigration II 
appraisal shows a net value of garden produce 2.8 times that of the 1 ha of fie l d 
crops ''at full agricultural development'' but only the same during the first 5 years 
before the tree crops are in production. This report seems to be the most detailed 
with estimates of production from 6 or more vegetable and 8 tree species. 

For the Transmigration V models twice the output from the food crop area 
has been used for all project years. 

The value of animal products, particularly poultry, which are found on 
most holdings within 1 or 2 years, and small animals (goats and sheep) has not been 
calculated and included in most models. They are included in the Transmigration V 
model, and prove quite an asset. Large animals also are rarely considered. In some 
Transmigration V models a large animal is assumed to arrive in year 4, as envisaged 
in the Smallholder Cattle Development Project. The effect of cattle introduction on 
farm labor requirement is discussed later. 

6. Cropping Patterns and Intensities in the Food Crop Areas 

6.1 Upland Model 

No attempt is made here to review and summarize all the relevant 
background information. It is sufficient to say that most studies result in a 
cropping pattern which is midway between that recommended as a result of the 
research of the Central Research Institute for Food Crops (CRIFC - formerly known as 
the Central Research Institute for Agriculture or CRIA) and the traditional farmers 
cropping pattern. This "improved" pattern is basically intercropping of upland rice 
and maize during the wet season, with a relay crop of cassava planted 1 to 1.5 
months after the maize/rice. After the rice and maize harvest, a legume crop 
(groundnut, soyabean, cowpea) is planted to grow through into the dry season. The 
CRIFC model includes a further short-term legume (mungbean or cowpea) but this is 
usually omitted from transmigration farm models because of labor constraints. 

There is some confusion about definitions of cropping intensity in mixed 
or intercropping cropping situations. Intensity is usually defined as the area of 
crops harvested annually per unit land area. With mixed or inter-cropping the 
spacial arrangement used is usually related to standard spacings of the crops. The 
spacings recommended by CRIFC (see Oughton, 1984) give the following areas when 
related to 'standard' spacings: rice 0.75 ha, maize 0.25 ha, cassava 0.50 ha, 
legume 0.75 ha; total 2.25 ha or cropping intensity 225%. 
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Areas of the different crops harvested from 1 ha of mixed-cropping in 
different models and observed by Sholz (1982) in transmigration sites are shown in 
Table 1. 

CRIFC Modified Traditional Trans II Trans Trans V 
model CRIFC f arms model profile model 

(Oughton) (Sholz)/b 

(ha) 
Upland rice 0.75 0.75 0.93 } 1.00 0.75 0.80 
Maize 0.25 0.25 0.07 0.20 0.20 
Cassava 0.50 a.so 0.12 0.40 0.34 0.20 
Legume 0.75 0.75 0.50 o.os a.so 
Other crops /a 0.75 0.10 o.os 

Total 3.00 2.25 1.12 2.00 1.39 1. 70 

la Second legume or sweet potato or vegetables. 

/b This observed profile includes one third of the land bunded for paddy. 

7. Yield Estimations and Fertilizer Use 

Yields of the different crops, which have a major effect on the farm 
economics, are the most controversial aspect of the different models. They 
depend very much on these upland soils on the level of fertilizer inputs of 
urea, triple superphosphate and potassium chloride used. In the following 
discussion, no attempt has been made to distinguish the individual effects of 
the different nutrients N, P2o5 and K2o. There are insufficient experimental 
data to do this. Therefore effects of total weights of the three components 
are added together to give a total fertilizer input. 

The CRIFC research data were obtained with a total fertilizer input 
of about 750 kg/ha/year. The modified CRIFC model requires 525 kg/ha. Trans
migrant families used to be provided with 400 kg of fertilizer each year for 
the first three years but this has been progressively reduced to 300 kg and is 
now only 200 kg. All of this is usually assumed to be used on the food crop 
area. 

In most models, it is assumed that the farmers continue to use 
fertilizers at the same rate as supplied free for the first three years. 
Other models assume lower fertilizer inputs. 

No attempt seems to have been made to relate yields to fertilizer 
inputs by means of response curves, even though experimental data is available 
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at Least for the zero and 750 kg rates. In this Trans V model, approximate 
response curves have been drawn for the major crops, upland rice, bunded rice, 
maize, cassava and legumes. These are shown in Figure 1 and are based on as 
much experimental data as was available. They indicate clearly that maize and 
cassava yields are very sensitive to the levels of fertilizer inputs, partic
ularly at lower rates. Rice and legume yields are also significantly 
affected. Such response curves enable sensitivity analysis to be made with 
various rates of fertilizer in the same basic model. It should be clearly 
understood that these are estimated average response curves for upland 
soils. In reality, there should be a family of curves depending on soil, 
variety and weather conditions. It could be argued that for a model one 
should use not average but 'dependable' crop response curves which would 
supply say 9 years of 10 (this approach is normally used for 'dependable' 
rainfall which is about 75% of the average). 

This simplistic approach does not take into account two other 
factors which affect yields over a period of time. These are firstly, the 
residual effects from year to year of phosphate and potash. For phosphate a 
'rule of thumb' method of estimating residual effects is to assume that the 
effects of a single application are valued at one third in the following year, 
one ninth in the next year and so on. Therefore, after several years, the 
annual applications of phosphate can be reduced by one third. For potash, 
residual effects depend on the balance between that applied and that removed 
by the crops since leaching losses are small. These effects have been 
disregarded in the Trans V model, although rough calculations show that potash 
offtakes could be larger than potash applied Leading to eventual potash 
deficiencies depending on soil type. 

In order to estimate yields from the response curves for a total 
annual application of fertilizers to 1 ha of mixed cropping, the Trans V model 
assumes that 2/3 of the nitrogen (urea) is applied to the rice/maize and 1/3 
to the cassava/legume. All of the phosphate (TSP) and potash (KCl) has been 
assumed effective on the rice/maize when applied at planting and (as residual 
P and K) on the cassava/legume. 

The second factor (which has been included in the model) is the 
increased yields due to mixed or intercropping as opposed to monocropping. 
There is much evidence in the literature that although intercropping reduces 
the yield of each crop on an area basis, the combined yields are usually 
larger by about 20% due to a more efficient use of light, water and nutrients 
(in agronomist jargon, a "land equivalent ratio" of 1.2). However, each crop 
may not be affected equally in a given combination; one crop is usually 
dominant, e.g., in the model it is likely that cassava would be dominant over 
the intercropped legume (experimental results are required). This latter 
effect has been disregarded in the model and all yields have been assumed to 
increase by 20% over the estimated monocrop yields due to intercropping. 

8. Manpower Availability and Requirements 

8.1 Availability 

Total man-days per year is the product of the number of labour units 
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times the days worked. Estimates in different models vary between 350 and 600 
man-days/annum depending on variations in both labor units and the number of 
days worked. Most models assume 1.5 labor units from the transmigrant and his 
wife at entry and about 0.1 units for the children at entry increasing to 0.5 
units after 5 years. The number of days worked range from 20 to 24 per 
month. The Ministry of Transmigration Bina program guidelines for consultants 
recommend 1.36 labor units/family and 25 working days/month or 408 man-days/ 
annum. Oughton (1984) uses 456 available man-days at entry but this increases 
over 5 years to 600 as the children grow up and work full time on the farm. 
In the Trans V model, 400 man-days/annum has been used with no increase over 
the years. Most reports emphasize that these average figures take no account 
of variations in labor demand at peak times such as primary cultivation, 
planting and harvest. Estimates of labor demand on a monthly basis related to 
the cropping pattern have been included in some reports. 

8.2 Requirements 

For the houselot, the labor requirement has been estimated at the 
same per ha as the foodcrop area (see later) or more. For the cropping 
pattern used for Trans V this would be 53 or more man-days. 

In the Swamp Development Project II 67 man-days has been used. 
Therefore, to take account not only of field labor but also time required for 
house repairs, marketing, etc. 70 days has been used for the Trans V model 
(this gives a value return for labor equal to that for the food crop area). 

For the foodcrop areas of 1 ha it has been assumed that manual 
primary cultivation for the rice/maize requires 80 man-days (estimates in 
other reports range from 40 to 107 man-days). For planting rice/maize, 
estimates range from 3 to 42 man-days with the lower figure probably assuming 
broadcast seeding for the rice and the higher line planting (in the litera
ture, about a 10% increase in yield from line planting, c.f. broadcast seed 
has been measured, but there are also many other papers which show no 
differences in yield). In the Trans V model 10 man-days for line planting 1 
ha of rice and 10 days for maize have been assumed. An extra 40 days has been 
assumed for preparation of the land for the legume and cassava. Taking into 
account the proportion of the different crops in the mixed-crop sequence, a 
total of 218 man-days would be required on the 1 ha foodcrop area. The 
following Table 2 shows the details. 



A-AD15a4/AR-777/8-8-85/wrj/ba 

- 9 -

Table 2: MAN-DAYS LABOR REQUIRED FOR 1 HA OF MONOCROP PRODUCTION 

Upland 
rice Maize Cassava Legume Total 

Primary cultivation 80 (80*) 40 (40*) 
Sowing 10 10 5 20 
Maintenance 30 (30*) 30 (30*) 
Harvest & postharvest 60 40 20 40 
Area grown (ha) 0.80 0.20 0.20 0.75 
For mixed crops 144 10 19 45 218 
(omitting *) 

For bunded wetland transplanted rice, estimated labor requirements 
in the reports range from 150 to 342 man-days/ha. The Trans V model without 
animal power assumes 195 man-days made up from 5 days seedbed preparation, 80 
days primary cultivation, 20 days transplanting, 30 days weeding/spraying, 50 
days harvest and post harvest and 10 days bund maintenance. 

As already mentioned, although family labor man-days are constant 
throughout the year, the demands of the cropping pattern are seasonal with 
peak demands in the primary cultivation and planting, and the harvesting 
seasons. If it is assumed that cultivation and planting must occur within one 
month at the start of the rainy season, 90 man-days would be required, but 
only 33 man-days are theoretically available. Therefore, the farmer must hire 
labor, work considerable overtime or reduce the area planted. Most reports 
and surveys agree that using only family labor, not more than 0.75 ha can be 
fully utilized. 

9. The Effects of Introducing Cattle on Transmigrant Holdings 

Cattle have been introduced as part of the input package on a number 
of transmigration sites. Recently these have beeen linked to the Smallholder 
Cattle Development Projects (SCDP). The objective is to provide both animal 
draft power to increase the area cultivated and a source of income from the 
sale of offspring after the credit commitment has been repaid. Usually a 
female of breeding age is provided with one bull for 10 heifers. They are 
introduced at least 2 years after settlement of the transmigrant family (the 
Trans V models assume introduction in year 3). 

9.1 Cattle Productivity 

In the models for Trans V a calf is assumed to arrive in the first 
and after each subsequent 2 years and is valued as a cash sale at birth 
although the schemes usually plan for sale or redistribution at 18 months 
after birth with a corresponding increase in value. (In SCDP II farm budgets, 
the value of annual liveweight gains are used for economic analysis.) 
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9.2 Effects on Manpower Requirements 

Animal power with only a plough available can be substituted for 
manual labor only for land preparation before planting and (if a cart is 
available) for transport. If it is assumed that one pair of animals reduces 
the man-days required for primary cultivation by 90%, then for the upland crop 
model 108 man-days are saved, or 54 man-days per animal (Table 2 data). For 
the lowland bunded rice model, 36 man-days/animal/crop are saved. Theoreti
cally these 'saved' man-days would enable the cropped area to be increased by 
24% in the upland model and by 10% in the lowland model. These estimates 
roughly correspond to those used in the 'with' and 'without' models in the 
SCDP reports. However, the latter also include an estimate of increased 
yields due to more timely land preparation in the limited period available 
because of the rainfall distribution pattern, and the availability of animal 
manures. These factors have not been included in the Trans V models. 

10. Social Factors Affecting Cropping Patterns 

10.1 Food Requirements and Preferences 

The average food requirement for a 5-member family is usually taken 
to be 1,000 kg of "rice equivalents" based on dry hulled rice (beras). Rice 
yields are normally given as unhulled dry rice (gabah) with an average hulling 
percentage of 65. Maize (corn) dry grain in the model is considered equiva
lent to beras as are the legume crops (except groundnut yields which are 
usually quoted as unshelled nuts with a shelling percentage to grain of 
60%). For cassava, there is a wastage on processing (peeling, etc.) of 20% 
and a dry matter content of 38%. The conversion to 'rice equivalents' from 
fresh harvested tubers is therefore 30%. 

In the model, rice equivalents have been calculated from the yields 
of the crops as gabah (paddy) x 0.65 + corn + legume + cassava x 0.3. Because 
of the many uncertainties and assumptions in the model, further refinement in 
terms of calories, protein, fats, essential minerals, vitamins is not really 
justified. 

The transmigrants generally prefer a rice-based diet and will try to 
fulfill their rice needs as a priority, with their next priority being 
legumes, corn vegetables and fruit (bananas, coconuts and others). Cassava is 
of lower priority and is grown as a food reserve. This means that although up 
to 0.5 ha of cassava may be planted in the CRIFC model, this is seldom 
required for the family itself and will only be grown if there is a sales 
outlet at a reasonable price at harvest time. Some sun-dried chips may be 
produced and stored but this is not possible with more than a few quintals. 
For these reasons, only 0.20 ha of cassava per ha of mixed-crops per annum has 
been used in the model. 

10.2 Other Social Factors 

Another very important social factor influencing cropping patterns 
and areas cultivated is whether or not there are opportunities for the trans
migrants for outside employment. Surveys have shown that in a developing area 
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up to 40% of the transmigrants may obtain wage employment at rates consider
ably higher than the return to labor from food crop production. In most farm 
models, this factor has not been included, although it could reduce the 
average man-days available for farm work for a settlement village by at least 
10%. 

It is commonly observed that within one year of settlement of a 
transmigration scheme, there are wide variations between holdings depending 
on: 

(a) the quality of the land (a matter of chance); 
(b) the competence and industry of the family; 
(c) special skills of the family leading to outside employment; 
(d) special interests leading to intensive production of speciality 

crops; 
(e) family food-crop preferences. 

When family food requirements are met, and the models show that this 
is possible on much less than 1 ha of food-crop land, a tendency is for the 
family to maximize cash income. 

11. Development of a Spreadsheet Computer Model for the Transmigration V 
Project Analyses 

A standard Lotus 1-2-3 spr~adsheet program on an IBM PC with 640 K 
RAM has been used to calculate the economic rate of return, production and 
labor requirements for various farm models using various crop combinations 
with and without rubber development and animal power. The models assume 200 
kg of fertilizer are applied annually, but sensitivity tests of the effects of 
increasing or decreasing fertilizer inputs can easily be made. 

12. Conclusions and Proposals for Further Study 

In preparing this review and developing the computer program it has 
been clear that a far more comprehensive analysis of all the Transmigration 
and other literatures of Indonesian agriculture is required. It is especially 
necessary to obtain more factual survey and experimental data to refine the 
crop yield/input relationships, the labor availability and requirements and 
the amount of variation which occurs between holdings on a single 
transmigration site in the different Outer Islands. 

Studies to gather this and other information are proposed to be 
financed under the Transmigration V loan. 

Attached as Appendix 1 is Annex 6 of the Staff Appraisal Report 
which summarizes the results of the economic analysis. Attached as Appendix 2 
is a representative printout of one run of the computer model. The models 
show that family food requirements can be met from rather smaller areas than 
are now allocated to each settler, provided fertilizer inputs are adequate. 
They also show the importance of maximizing the area of wet rice, the 
introduction of animal power as early as possible and the great dependence of 
production on labor availability, especially in the peak seasons. 
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Sifat 

Lampiran 

Perihal 

DEPARTEMEN DALAM NEGERI 

REPUBLIK INDONESIA 

193/ 2461/Bangda. 

Persiapan pelaksanaan 
NTASP kerjasama Bank 
Dunia dan UNDP. 

Jakarta, 9 Agustus 1985. 

Kepada 

Yth. Sdr. Deputy V Ketua BAPPENAS 

di -

:r A K A R T A. 

:... . . 
. --· 

.. • 
·-

Dalam rangka pelaksanaan Nusa Tenggara :-Airicul tural Support Project 

(NTASP) kerjasama dengan Bank Dunia yang dit~j·~~ pula UNDP dalam ~ai~~ 
nya dengan pelaksanaan PPIPD phase II perkenankanlah kami menginforma~·~<!.P: 
langkah-langkah yang sudah diambil ~ebagai berikut 

1. Dalam tahun anggaran 1985/1986, telah disiapkan sejumlah Rp. 34 juta l~ 

wat DIP sektoral Departemen Dalam Negeri unt uk menunjang kegiatan per

siapan pada tingkat Pusat ( embrio PIU ) yang akan digunakan pada kegi.§: 

tan antara lain : 

- pemantapan usul 1986/1 987; 

- monitoring dan evaluasi pelaksanaan proyek-proyek 1985/1 986 pada kedua 

area percobaan (experimental ai;ea development di Lembor - Nusa Tengga

ra Timur dan Lombok Selatan, Nusa Tenggara Barat serta kabupaten-Kab~ 

paten lain dalam lingkup 11TASP. 

2. Dalam tahun anggaran yang sama lewat dana on top Inpres Tingkat I kepada 

Nusa Tenggara Timur dan Nusa Tenggara Barat telah disiapkan pula masing

masing Rp. 150 juta untuk membiayai kegiat an pada tingkat Daerah antara 

lain : 

a. Pemerintah Daerah Tingkat I up. BAPPEnA Tk. I sebagai embrio Project 

Management Unit (PMIT) beriipa : 

- monitoring dan eYaluasi pelaksanaan proyek-proyek 1985/1986 pada 

kedua experimental area development dan Kabupaten-kabupaten lain 

dalam lingkup NTASP yang dibiayai dari dana APBN, APBD dan Inpres

Inpres 

- Penyusunan ••••.•••••••• 
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- Penyusunan DUP 1986/1987 dengan segala kegiatan yang sifatnya koor

dinatif, 

Review hasil-hasil PPIPD phase I, 

Pelaksanaan proyek--proyek yang ·;sangat priori tas pada kedua experi

mental area development berdasarkan rekomendasi PPIPD phase I. 

b. Persiapan-persiapan pada Pemerintah Daerah Tingkat II up. Bappeda Tk. 

II ( sebagai embrio PMU Tk. II ) berupa : 

- Pemantapan usul-usul 1986/1987 dalama rangka bottom up planning, 

- Fact finding sebagai masukan untuk mereview hasil PPIPD phase I, 

- Memonitor pelaksanaan proyek-proyek pada Kabupaten-kabupaten lingkup 

NTASP. 

3. Untuk menjajagi kesiapan pihak Pemerintah R.Io dalam rax1gka pelaksanaan 

NTASP tersebut pada tanggal 26 dan 27 Juli 1985 Dr. GLORIA DAVIS didam

pingi Dr. COLLIN Mc. ANDREW bersama-sama dengan Ketua/Staf Bappeda Ting

kat I Nusa Tenggara Barat dan Nusa Tenggara Timur, Wakil dari Departemen 

Pertanian, National Project Coordinator ( Sdr. Ir. ACA SUGANDI Cipta Ka:!: 
ya ) dan Bappenas · telah mengadakan rapat dengan kesimpulan : 

a. Untuk mengkoordinasikan seluruh kegiatan komponen-komponen dalam NTASP 

perlu diben~uk suatu Sekretariat Steering Committee dipimpin oleh se

orang Sekretaris yang dijabat oleh Direktur Bina Program Ditjen BANGDA, 

Sdr. WARSITO RASMAN, MA. Sekretaris tersebut membawahi Project Im -

plementation Unit ~ PrU ) yang khusus menangani Experimental Area Deve 

lopment dan menjadi partner Ditjen Cipta Karya dalam pelaksanaan PPIPD 

phase II, serta melakukan koordinasi terhadap komponen yang terlibat 

dalam NTASP ( bagan terlampir ). 

b. ·Untuk membantu Secretaris Steering Committee dalam memonitor dan meng

koordinasikan pelaporan komponen-komponen dalam NTASP ditunjuk Saudara 

Drs. T. HOTAPEA, Kasubdit V ( Bidang .Evaluasi dan Pelaporan ) pada Di

rektorat Bina Program. 

4. Dilaporkan pula bahwa kedua Pemerintah Daerah Tingkat I NTB dan NTT serta 

Kabupaten-kabupaten Daerah Tingkat II pelaksana NTAsr dan pelaksana Expe

rimental Area Development yakni Dati II Lombok Selatan dan Dati II Lembor 

telah siap untuk membentuk PMU dengan segala kelengkapannya ( ruang kan -

tor, personil dan fasilitas-fasilitas lainnya ) dalam rangka pelaksanaan 

kerjasama tersebut. 

5. Untuk pencairan dana on top tersebut, pada tanggal 2 - 3 Agustus 1985, 

Staf Ditjen BANGDA bersama-sama dengan Mr. COLLIN Mc. ANDREW konsultan 

PPIPD, memberikan asistensi · k:husus kepada Bappeda Tingkat I Nusa Teng -

gara Barat untuk menyusun usul 1986/1987 yang akan dibawa dalam RAKORBANG 

Tingkat I Nusa ••••• 
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Tingkat I Nusa Tenggara :Barat pad.a tanggal 5 Agustus 1985 . Sedangk:an 

untuk Nusa Tenggara Timur dengan mekanisme yang sama pula alcan men -

diskusikannya dalam RAKORBANG Tingk:at I Nusa Tenggara Timur akhir Agus

tus 1985. Pada kesempatan asistensi tersebut Staf :BANGDA sekaligus me

neliti Lembaran Kerja DIP dana on top 1985/1986. Asistensi yang sama 

oleh Staf Ditjen :BANGDA dilanjutkan pula kepada :Bappeda Tingk:at I Nusa 

Tenggara Timur pada minggu berikutnya. 

6. Untuk menangani PIU dan sekaligus sebagai partner Cipta Karya dalam PP

IPD phase II ditunjuk Saudara Drs. SoKo MANGIRI ( Kasubdit I, :Bina Pe -

rencanaan Pembangunan Daerah ) Direktorat :Bina Program sebagai Deputy 

National Project Coordinator. Saudara Drs. S.K. MANGIRI ditunjuk se -

bagai Deputy NFC, karena Saudara tersebut sudah terlibat sejalc awal SPRS, 

PPIPD phase I sampai sekarang. Mengingat Saudara Drs. SoKo MANGIRI se

bagai Kasubdit yang tidak mungk:in full time secara terus-menerus malca 

pada tahun pertama dan kedua, Saudara tersebut dapat mempersiapkan dan 

membina seorang tenaga . .full time yang dapat mengambil-alih tugas NFC 

selanjutnya. 

7. U::ituk menampung kegiatan-kegiatan baik PIU maupun Sekretariat Committee 

t=lah dipersiapkan suatu ruangan yang kiranya memadai dalam Gedung Dit

. . j =n :BANGDA Jalan Kramat Raya Nomor 132 Jalcarta sekaligus dengan peralat

an seperlunya ·sambil dilengk:api secara bertahap bila proyek ini sudah 

b=roperasi. 

Demikianlah langk:ah-langk:ah yang telah diambil oleh Direktorat Jen

deral Pe:n.bangunan Daerah dalam rangka menyambut pelaksanaan proyek kerja -

sama tersebut untuk ·mohon dimalclumi dan perhatian seperlunya. 

TEMBUSAN : 

1. Yth: :Bapalc Menteri Dalam Negeri sebagai laporan. 
I 

2. Yth. Sdr. Deputy I Ketua :Bappenas di Jakarta. 

3. Yth. Sdr. Dirjen Cipta Karya di Jalcarta. 

4, Perwalcilan :Bank Dunia di Jalcarta. 

5. Perwalcilan UNDP di Jalcarta. 

6. A r s i p • 

-----------------------------------------T------

PEM:BANGUNAN DAERAH, 
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T 111\NS IV / l! IJ H\ Ml\Nl\C".~ M( t~ 1 /\Nil M (J N1 ·10111tj(", CON S l II 1 IN(. sr llVlCf s 

PT. PLANARS g. ENEX CONSORTIUM 3 46 

rAKHR UOOIN Bl/llOINC . JI folh<" dd·n Kov 11 - lJ No lS. Phon• JB06Bll . Tll£X OHO UNISA IA . CABll PlANARS JAKARTA 

a . . Heads of Bureaus 
Secretariat General MOT , 

b . D. G. Settleme nts Preparation 
and Directors of PANKIM 
Directorates, MOT , 

c . D. G. Mobilisat ion and 
Development and Direct ors 
of RAHBIN Directorates, MOT . 

4 September 1985 . 

A - 7/PE/1985 

Gentlemen, 

NOTES TO ACCOMPANY DISCUSSIONS ON THE I MPLEMENTA
TION OF MANAGEMENT AND MONITORING ( CONS ULTING ) 
SERVICES UNDER THE WORLD BANK TRANS IV LOAN . 

1 . Followin g a contract award o n 29th June 1985 for the above 
project t he Consultants commenced mobilisation for a 2 to 3 
year per iod on 15th August . While the cons u ltant team comes 
under the direction of the Coordinator for World Bank Group 
As sisted Projects , they will need to have close liason with 
a number of other specialised Bureaus, Directorate s and 
section within MOT i n order to c arry out their assigned func 
tions . 

2. The duties of t he Consult ants in general terms are : 

I . Ge neral Inst i tutional Development and program planning : 
formulation of man angement recommendation for t he 
new Min istry structure . 
development of i n tregated program planning and bud
geting . 
con tin uing the development and expansion of the 
program financial monitoring system . 

II. Management Information System Development and opera -

III. 

tion : 
continu ing t he development of computer i zed informa
tion systems as begun under the UNDP/OPE project . 
expand ing the system to cover monitoring of project 
preparation a nd physic al progress . 

Socioe~on omic Benefit Mon itor ing and Evaluation 
continuing t he preparation for and i mplementation 
of the Nat ional Survey of Transmigrant Income . 
designing a nd develop i ng socioeconomic monitoring & 
evaluat ion systems . 

IV I .. .... . . 



IV . Management Development and Monitoring Services for 
World Bank Assisted Project : 

strengthening general management, including finan 
cial and physical planning, 
implementing standarized monitoring methods . 
assisting in the solution of management problems 
as they arise. 

An organisation chart showing the breakdown of responsib~ 
lities within the task areas outlined in I to IV above . 
While the major part of the team will work from Jakarta, 
a special Project Management/Implementation Monitoring U 
nit will be located in Kalimantan Timur to assist with the 
supervision of the Trans IV settlement projects in East -
Kalimantan and to develop and evaluate Project Management 
Monitoring systems in a field situation. 

3 . The objectives of these meetings are to 

a. introduce Key Members of the Consultants team to 
Members of the MOT, 

b. to provide a short briefing on the structure of the 
team and the Consultants Work plan, 

c . to identify counterparts and liason staff within the 
Directorates and Bureaus who can inform the Consul
tant team of organisational and operational proce -
d u res and , where appropriate, indicate likely pro
blem areas in the Management or Monitoring sectors . 

In Annex 2 attached the assessed counterpart agencies for 
each of the Consultant team sections are shown. 
In addition, for each section, other agencies within MOT , 
whose work is likely to impact on the work of the Consul -
tant team, are also listed. The Consultants are hopeful 
that there Meetings will identify persons, within those 
agencies, who can provide the appropriate access to assist 
the Consultants in their enquiries and Monitoring program
mers development. 

4 . The Consultants comprise a consortium of Indonesian and 
New Zealand consultancies. The two firms are 

P . T . Planars as lead consultants, 
and ENEX Consort iurn 34 6 

The Team Leader is David Ives and the Deputy Team Leader 
is Ir . Soeyitno who is well known i n the MOT. 

2 

The Co nsultants/ ..... . 



The Consultants have offices on the 4th floor MOT building 
in Jl. H. Agus Salim and at the address shown above. 

Thank you for your attention. 

IV). 
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es 
Doug Vermillion 

New York State College of Agriculture and Life Sciences 
a Statutory College of the State University 

Cornell University 
Department of Rural Soc iology 
(Gradu ate Field of Developmen t Soc iology) 
Warren Hall , Ithaca, N. Y. 14853 
Telephone : 607-256-3163 

Dr. Gloria Davis 
Room E624 The World Bank 
1818 H St. NW 
Washington, D.C. 20433 

Dear Dr. Davis, 

September 4, 1985 

I don't know if you will remember me calling you a few 
years ago before I went to Indonesia to do my field research. 
You suggested that I consider the Dumoga Valley in North Sulawesi 
as a likely research site. I did and stayed there for eighteen 
nnnths, returning in 1983. I will be having my Ph.D. defense on 
September 11th and presently am looking at the job possibilities 
in the area of rural development in third world countries. My 
field is Development Sociology at Cornell and my chairman is 
Walt Coward. 

As you probably know , the Dumoga Valley is the location of 
the Dumoga Irrigation Project, several transmigration villages, 
and a forestry convervation project--each of which were at least 
partly funded by the World Bank. I did an intensive analysis of 
the operation of two water users' groups through two seasons, 
with special attention given to the processes and ef.fects of 
water allocation. In doing this I used both sociological a s well 
as physio-technical data (i.e., water balance analysis). I 
identified what the farmer criteria were for obtaining access to 
both permanent rights and temporary , supplemental rights to 
given shares of water. Briefly, I found that although the bulk 
of water allocation activity was done informally, the general 
effects were to mitigate (though not entirely counteract) the 
spatial differences in water adequacy imposed by the physical 
inequalities in the systems. Through the seasons observed the 
intensity of water allocation activity varied inversely with 
water supply, although it was also effected by stage of the 
season and the existence of return flow in parts of the system. 

Also I identified numerous cases where farmers had altered, 
destroyed, or neglected to use irrigation structures built by 
the government. I elicited from the farmers what their own 
criteria were for such design changes and identified the implications 
of such changes on water allocation and relations among farmers. 

Also I interviewed settlers in several villages, both 
those who were and were not government-sponsored transmigrants, 
in order to obtain data on modes of access to land, family 
resource use, land use preferences, and family wealth. I found 
that both the quest for agricultural diversification by some 
and the limited modes of access to land for others were causing 
rapid deforestation of the water catchment area of the irrigation 



system in the valley floor. Both deforestation (which was 
decreasing the water supply to the irrigation system) and 
the desire to diversify agriculture (at the household level) 
were causing a slow and modest increase in new sawah. 

So my interests and experience have been related both to 
water management and resettlement. My research has given me 
an understanding of the problems of deforestation and crop and 
production diversification in resettlement areas. Also it has 
given me experience with the problems connected with the formation 
of new irrigation systems and water users associations, including 
the questions of the viability and capability of farmers in 
participating in certain ways in the design and operation of 
irrigation systems. The proper relations between bureaucracies 
and farmers in resettlement and irrigation are important issues 
which are of great interest to me. 

I would like to do Ill)re work overseas. However I am 
willing to consider work outside of Southeast Asia and even 
perhaps work in the USA or elsewhere, if suitable. I am 
willing to consider either short or long-term assignments and 
either research, administration, or training. I hope you will 
inform me about any job possibilities. 

At this point I expect to go down to Washington in two or 
three weeks. I will try to set up an appointment to meet with 
you briefly if you are available. Thank you for your consideration. 

Respectfully yours, 

w~~ 
Doug Vermillion 
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THE ,WORLD BANK ! INTERNATIONAL FINANCE CORPOR ATION 

OFFICE MEMORANDUM 
DA TE 

TO 

FROM 

EXT ENSION 

SUBJE C T 

September 12, 1985 

Mr. Bradl;?,?,O. Babson, 

K. Stich~rth, PPDPR 

75348 

AEAIN 

INDONESIA - Nusa Tenggara Agricultural Support Project 
Loan Committee Review 

1. On behalf of Mr. S. Shahid Husain, OPSVP, we have cleared for 
negotiations the documents of the above project on September 11, 1985, but 
wi~h to point out several matters which we feel impair the quality of the 
project and the project documentation. 

2. The project is very complex and difficult to grasp for a reader 
who is not intimately familiar with its aspects. Consequently, the project 
should be designed to leave no doubt about its feasibility in the reader's 
mind, and the project reports, in particular the President's Report, which 
is the main document for the Board of Executive Directors, should be 
written in an unambiguous way so that the reader develops a clear 
understanding of the project and its implications. The following 
paragraphs try to explain those aspects of the · project which we feel 
require additional thought or clarification and are therefore more detailed 
than usual. They follow the paragraph sequence of the President's Report. 

3. (a) Project Description. We think that the reports 
should speak of livestock development and not 
distribution; 

( b) 

( c) 

( d) 

( e) 

c 

the second paragraph of the Project Description 
the Summary should be entitled "Risks"; 

the cost estimate should not mention "provincial 
components" but rather what these components 
consist of; 

of 

paragraph 33 creates doubt about the wisdom of 
creating a multi-component project mainly because 
"only modest investment would be justified in the 
(cotton) crop until technical problems were 
resolved". Does GOI really agree to the project 
design as now proposed? 

a similar question arises in paragraph 34. Do the 
Indonesians really concur with the plan to have 
most of the project activities carried out by the 

. sectoral agencies and have the provincial 
governments implement only supporting programs? 
Should the project have been designed on a smaller 
scale within the capabilities of the provincial 
governments? 

'f.. rt~ 
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(f) PR 37. Kindly mention what ADAB's technical 
support consists of; 

(g) PR 41. Please clarify some of the aspects of 
cattle development, in part along the lines of the 
SAR. Who exactly would purchase the cattle, who 
would sell them and to whom would they be 
distributed? What are the credit arrangements of 
the Smallholder Cattle Development Project? n 
the cattle fattening program, how would farmers 
repay capital and interest in case they do not 
sell the cattle?) 

(h) PR 42. It would be interesting to learn about the 
organization and quality of the road maintenance 
organization in the project area. An assurance on 
adequate maintenance may not be sufficient. Also, 
are the 40 km of rural road financed by ADB and 
the roads mentioned in para. 44 in addition to the 
150 km mentioned in this paragraph? Furthermore, 
line 9 on page 16 PR seems to include a 
misstatement (" ••• would supervise construction 
for consultant services"); 

~ '\ \ PR 43. What exactly is a "line of funds" in this 

~context? How limited would be the assistance to 
NGOs? How much of the proposed Bank loan would be 
involved in the 20% set aside for disbursing 
against recurrent costs? 

(j) PR 44. How much in funds would be made available 
for area development schemes identified under 
PPIPD I? What is involved in "social 
infrastructure"? 

PR 46. This paragraph mentions that funding for 
the road consultants is being made available from 
Ln 2404-nID ' hereas Annex I, Table 4 of the SAR 
mentions Ln 2083-IND-:} Are these the same 
consultants? 

(1) PR 50. Is the financial weakness of the PTPs 
detrimental to the project and its 
implementation? How can the finances be 
strengthened? Should the financial analysis of 
PTP XX:VI and XVII included in the project have 
been carried out as part of the project appraisal? 

(m) PR 51. We are not sure if the local procurement 
procedures are really uniform throughout the 
country and, what is implied, all sectors. Kindly 
check with your front office procurement adviser. 
But in any case it is irrelevant whether they are 

widely u~ in Bank-assisted projects. Have they 
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been reviewed and are they acceptable to the 
Bank? Are the domestic consulting services 
acceptable to the Bank with respect to quality and 
their resources? With respect to the procurement 
table, consulting services should not be included 
in ICB or LCB. For them, proposals are invited on 
the basis of the Bank's guidelines for the use of 
consultants; 

(n) PR 52. The first sentence does not mention ADB. 
Also, we wonder about the significance of the 
Indonesian financial system permitting payments 
for only one year after budget allocation with 
respect to shortening the disbursement period of 
the loan; 

(o) PR 60. Have we satisfied ourselves that the 
national resource survey is advanced to a degree 
that receipt of the report and background material 
is assured by May 1, 1986? Incidentally, we can 
not find a covenant to this effect in t e Loan 
~------..,_. ____ -
Agreement; an 

PR 61. The paragraph is silent about the progress 
reports the Bank should receive. Also we would 
urge the Region to think to institute a formal 
"mid-term review" on project implementation. 

4. With respect to the Loan Agreement we would like to point cut 
that the wording of paragraph 1 of Part C of Schedule 4 is worded in an 
unusual manner which does not seem to be acceptable. As already explained 
in paragraph 3 (m) above, it does not matter at all if the Borrower's local 
procurement procedures are "in effect at the date of this Agreement" but if 
they are acceptable to the Bank. 

cc: Messrs. Clements/Kopp (SVPOP), Russell (AGRPT), 
Davar, Zincir (AEPDR), K.G.V. Krishna, P. Sun (AEPA4), 
Mead (LEGEP) 

Mss. G. Davis (AEPA4), Nordlander (LEGEP) 
East Asia Information Center 
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Relationsh1p between Subdistricts ond Settlements 
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UNITED NATIONS 
ECONOMIC COMMISSION FOR LATIN AMERICA AND THE CARIBBEAN 

24 September , 1985 

Dear Ms . Davis , 

As I indicated by phone last Friday I will be glad to comment 
on any materials prepared f or the Bank ' s review of transmigration in 
Indonesia . This activity is of particular interest to me as a member 
of the IBSRAM committee on land clearing , since outside the Amazon 
region the prime area of deforestation i s Indonesia . Should you 
need further inputs from me requiring extended time or travel I would 
need to seek authorization to work with the Bank , in the same way as 
my participation on the Agriculture Department ' s working paper on 
"Economics of Land Clearing" . 

••• I am enclosing a copy of the draft recommendations made to the 
Indonesian Minister of Agriculture by the Land Clearing Workshop in its 

••• meeting at Bukittinggi on September 2. I am also attaching a copy of 
the paper I presented at this workshop which may be of interest . 

With best wishes . 

Ms . Gloria Davis 
World Bank 
1818 H Street, N. W. 
Washington , D. C. 20433 
U. S. A. 

Sincerely, 

~L/~ 
Michael Nelson 

Chief 
Division of Natural Resources 

and Energy 

MAILING ADDRESS: CASILLA 179 D - SANTIAGO, CHILE PHONE: 48505I TELEX 340295, 441054, 240077 CABLE : UNATIONS 
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STATEMENT OF THE INTERNATIONAL WORKSHOP FOR THE INDONESIAN 

MINISTER OF AGRICULTURE 

In· accordance with the request made by H.E. Achmad Affandi, 

the Minister of Agriculture of the Republic Indonesia, in his 

opening speech at the International Bo~rd of Soil Research 

and Management Workshop on Land Clearing and Developm~nt for 

Sus~37,~~ej.1."Agricultural Productivity, the roomber::; of tft-e Work

s~ike to respectfully draw the attention of the 

Minister to the following points: 

1 . Agricultural development by opening up frontier lands 

requi r es careful planning and implementation due to the 

nature of the climate, soils and proposed beneficiaTies. 

It was noted that effective monitoring and evaluation of t~e 

agricultural settlement process has been undertaken. 

However, it was felt that the Government should pay special 

attenti6n . to ensuring th~t the information gained through 

monitoring and evaluation be fed into the planning and 

implementation process . 

2. As a first ·stage in agricultural development projects, 

emphasis should be placed on preparation of appropriate 

economic analysis for farm models. Past experience suggests 

that greater attention should be paid to formulation of 

models which can be sustained by the resource base, within 

management and mark e t constraints, since too many units 

3. 

have been established on marginal lands . In addition, 

there is a need to broaden the context of project design 

for~ffective incorporation of environmental considerations. 

OV\ 

Criteria for deciding appropriate land clearing methods 
/\ 

should incorporate: sustai~ability of subsequent agriculture; 

employment generation for settlers in the development phase; 

employrne~t generation outside agriculture associated with 

settlement ; and conservation requirements related to 

clearing and post-clearing management. Many participants 

in the workshop considered manual met~ods to be more 

appropriate than mechanical methods in many ~ituations. 



4. Land clearin g connot be conducted in a vocuum. It must be cecn 

as an ele men t in a coordinated d evelopment process which includes 

land settleme nt as ~rt of overall d e velopme nt of the re~ion 

Those respon sib l e for land cleGring must understo..nd the need for 

and r e quireme nt s of subse quent agricultural d eve lopment if it i s 

to be sustained . In achieving re 5 i onal development goa ls and 

expl oiting mu ltiplier effects on income and employment ·eneration , 

more at~ention needs to be given to the appropriate b a lance between 

government sponsored settlement./; spontaneous settlement (for both 

agriculture and non- agriculture purposes) , and the capabilites and 

aspiration s of the loc a l people . The Workshop considers that greate 

empha.s i s should. cd p"la.c e d on ·the dyn3 mics of ree;ional development in 

p l anning and impl eme ntat ion. This could be achio/ed , perhaps , thro

u gh phasin g , whereby suff i cient surpluses are created to increase 

purchasing power of s et t l e r hou sehold s fo r a wider r ange of go ods ~ 

s ervic es and to generate opportunities for agro-process in g and 

f orest i ndustries . 

5. To achieve i niti a l be n e f i ts fr om agricultura l and associated 

a c tivit i es , effect i ve extension support activities are required . 

The view was expr e ssed that the qu~lity and quantity of these ser- ~ 

vic es should be upgraded . 

6 . In p l anning for the fu t ure , the workshop was of the opinion that 

ro i n c reased focus on s ettle me nt of degraded l ands . mi ght yie l d 

high d i vide nds in- socio- e conomic development t e r ms . Such an' a~-= 

proach , with c oncui:Iwt r esearch and development fer r e habilitation 

and farming systems for alang- alang , t i da l and other d egr aded ha

bitats , would minimize the n eed to clear primary forests o 

7. The me~bers of the workshop would like to thank the Minister for 

the kind hospitality afforded them whilst in Indone~ iaf . 

Il{T.GRN J\TION AL \·IORK SHOP FOR L.ArD Cli::ARING . Al'Tv DZV:C:LOP'-IENT 

Bukittinr;g i , Sumatra 

September 2 , 1985 
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INTRODUCTION 

Over the past 15 years one has heard progressivel y mo r e str ident voices 
of protest r.:iised ~gainst unnecessary dam.:ige to the world's renewable 
r esource endowment in humid tropical regions. The se voices have emanated 
largely from the scic::-itific community and from environmental lobbies who have 
been mo s t vocal i:i non-tropical countries of the " North". The me ssagc 
con\'eyed i s th::it there is a widening gap betwe en what i s happening to the 
forests and soils of these regions and what scientistssay should be 
happening in the inexorable p r ocess of increasing pressure on the resource 
base as a consequence of expanding economic .:::.cti\'ity and population. It is 
widely held that the technology exists to resolve these problems and that 
capital and tech::-iically trained manpower arc not r eal cons tr a ints t o .:i 

process which , at least, could progressively narrm: the g.:::.p . Thus, if the 
.:::.nswers exist but are no t being acted upon it must be concluded that 
decision -makers don 't agree either with the specifications of the nature of 
the problem, or wi th the viability of the solutions proposed. If this were 
so, then perhap s scient i sts are not addressing the relevant questions. 

These gener.:::.l premises are taken as a point of departure for sketching 
part of the economic/i::-istitu tional con t ext of on-going and future land 
clearing and developme:1t decisions , which hopefully may contribute to the 
workshop ' s deliberations on where and how relative emphasi s shou ld be placed 
in an internationa l cooperative effort (land c l earing and development soil 
management network) . 

The principal focus of the paper is on public policy which, by design 
or default, influences how much , '.':here , by whom, for what and how new lands 
are cleared and subsequently managed. The purpose of introducing the 
institutional dimension , and certain related economic considerations, is not 
to complicate the network, but rather to offer some additional criteria which 
may be useful in screening potenti.:::.l activities for the future. Brief 
mention will be made as to how ~conomic analysis may contribute to: the 
formulation , selection and implementat ion of policy instruments and design of 
research , or related monitori::-ig and evaluation , orient ed to expans ion and 
intensification of agriculture in humid tropical zones . The techniques are 
embarrassingly simple - benefit -cost (B/C) or cost-effect ive ness (C/E) -
around which an infinitely complex set of calculations may be woven to obtain 
" app ropri ate " social values in monetary t e rms. This essentially mathematical 
approach applied to management of tropical soil and forest resources, 
presupposes that someone i s in a position to do the managing. 

It is this suppositi ::m \o.'hich is examined in the bulk of the paper . The 
unease, referred to abo~c , about the widening gap be tween theory and practise 
in tropic.:il l::!nd de'1elopt:lent seer.:s to derive from 3 pas~i\·ity or in::::rtia in 
public policy in coming t o grips with what appears to be a contirn;ing , ar.d 
even wo r sening, process of patently s~lf~vident mismanagement of resourcas. 
Little attention is paid to the order of magnitude of the issues to be 
addressed , which dictates that broad-based action be taken within the 
financial, technical and administrative constraints which exist. It is 
argued that the only way to mount effective programmes on the necessary scale 
within these constraints is through systematic mobilization of local 
knowl edge i.e. participation of local institutions and beneficiaries . 
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• Xhe c rucial i ssue is how t o get m.:iny gove r nment institutions out of a 
r i sk- averse mode whi ch lc.:ids to .:i piecemeal approach, recourse to e ndless 
dc t.:iil e d studies or pilot projec t s .:ind a c onsistent unwillingne ss to involve 
the local populace in the decision process . Mismanagement of resources i s 
all too clear , and effective ac ti on docs not require finely honed studies of 
r ates of erosion , forest destruction , species loss, etc . Quibbling about 
such rates i s tant.:imout to watching a forest fire raging uut of contro l and 
s.:iying "Well , we ou.;h t to do so:ncthing ab out the fir e , but first let ' s fin<l 
out more about the na t ure o f the fire' '. Should some o f these assertions be 
true , one might i nfer th at instituti ons r esponsibl e for policy formulation 
and implementation may themselves c r e.:i t e or he a s i gn i fic a nt part of the 
prob l em . 

In conclusion , the discussion of economic/institutional issues is used 
as a ba s i s for reflection on the strategy and tacti · s which may be adopted by 
the l::rnd c lear ing and development network . 

1 . FRl111EWORK FOR ANALYSIS 

The a proach adop t ed here calls for expansion of the con t ext within 
which one may assess techn ical op t ions t o i mprove the process of area 
selec ti on , f o r es t clearing , land r e habilit a ti on and subsequen t managemen t of 
c r ops and soils for sus t ained p r oduct ion. As a point of departure it i s held 
that in order to i nfluence the course of development of t he humid tr op i c s, it 
is necessary to und e rstand t he dynamic interactive process be tween the actor s 
involved in t hei r use of o rgan iz a tion , powe r and values and their 
compa tibility with the characteristics of the ecosystem ( No rgaard 1984). It 
i s now proposed to introduce a new " actor" into the syst em , an international 
network, whose task is t o generat e , accumul ate and disseminate information 
which , if applied , can be expected to change sys t em performance . 

Performance of the sy stem may be judged by four indi cator s -
productivity, s tabilit y , sustainab ility and equity . Productivity is measur ed 
by physical y i e ld or the internal rate of return; stability by the shor t-run 
variability of production or i ncome ; sus t a inabil it y by the ability to recover 
productivity af t e r unpredic t ab l e dis t u rbances ; and , equity by the 
distribution with i n socie t y o f cos t s and benef it s derived from use of the 
eco system (Conway 1984) . 

Confl i cts inev itabl y a ri se whe re the re are various objectives , as 
illustra t ed in Table 1 by the indicators for four technologies appl i ed in t he 
humid tr op i cs . Improved perf o r mance in t erms of sustainability or equity i s 
achieved with a sacrifice in p r odu c tivity. 
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Table 1 

MANAGEMENT PERFORMANCE SCENARIOS UNDER SELECTED TECHNOLOGY 

OPTIONS IN THE HUMID TROPICS 

Agricultural 
technology 

System performance indicator 

Productivity Stability Sustainability Equity 

Slash-and-burn Low Low High High 

Traditional crops Medium Medium High Medium 

High technology High Low Low Low 

Compromise 
intermediate technology Medium High High M r1 • ....... e"""ium 

(Conway 1984, p. 11) 

These general concepts may be used to e xamine the ne twork's strategic 

and tactical options towards improved forest, crop and soil management. 

Strategy will be dependent on the relative weight assigne d to the four 

indicators of performance. Primary emphasis has been placed on 

sustainability where culturally and financially viable post-clearing 

management systems applied on appropriate areas, are taken as ne cessary 

conditions. By focussing on technology suited to smallholders equity becomes 

a second strategic variable. Tactics comprise the measures for reaching the 

target population and areas - applied research, action research, 

agroecosystem analysis, policy analysis, networking, horizontal cooperation, 

technical assistance, training, etc. This framework is u sed to examine how 

incorporation of economic/institutional dimensions may condition perceptions 

of the nature of the tropical land development problem, and how strategy and 

tactics may be structured to address the problem. 

2. ECONOMIC ISSUES 

Economic analysis as an aid to decision on manage me nt of humid tropical 

lands - i.e. selection of areas and choice of techniques for clearing, 

rehabilitation and agricultural and forestry production, rests basically on 

the use of B/C or C/E techniques. The usefulness of such analysis depends on 

four fundamental conditions: 

(i) ability to: identify the key physical relationships, subject to 

management intervention, which influence the productivity, 

stability and sustainability of agriculture established after 

forest clearing or rehabilitation in specific agroecosystems; 

and, predict system behavior in terms of the se three indicators 

of agricultural performance; 
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(ii) ability to identify the institutional relationships which would 
enable a "manageme nt " authority to use incentives and 
regulations to change decisions by key actors on area 
selection and use of technology to improve performance measured 
by one or more to the four indicators; 

(iii) abi lity to predict the economic and financial costs and benefits 
associated with management interventions in the physical system 
which changes its performance; and 

(iv) ability to assess the viability and transaction costs of 
alternative institutional arrangements which would e nable 
formulation and implementation of management interventions to 
improve system performance. 

It is not proposed to deal with ecological questions and simul ation 
modelling associated with identifying the critical physical relationships, or 
with econometric and statistical procedures for projecting economic and 
financi a l prices for system inputs and outputs which s t em from these physical 
relationships . Having dismissed these estimat ing issues, one must hasten to 
add that it is precisely the expectation that such estimates have a degree of 
validi t y that lends credibility to economic analysis in the decision makers ' 
praxis. It is evident that with the exception of monetization and price 
forecasting ( point iii) these conditions must be fulfilled by disciplines 
other than economics. 

Assuming the physical cause-effect relationship can be adequately 
predicted , resource management options may be devised to improve system 
performance. Each option, in terms of public policy, involves an initial pub/,·c. 
i nves tment, incrementat'illd operation and maintenance (0 & 11) expenditures , or 
costs in implementing regulations or incentives and disincentives for private 
decision makers, such as restrictions of property rights or administration of 
credit, price , tax and subsidy interventions. The financial outlays, whether 
they be incentives to farmers to adopt certain techniques, regulation of 
resource use ( zoning ), engineering works, etc., are readily moneti zed at 
current or projected prices and constitute part of the cost side. 

The application of these policy instruments then translate into an 
expected set of physical consequences over time which yield a flow of costs 
and benefits. It is the monetization of this latter set of costs and 
benefits , "with" and "without ", and " before" and "after", implementation of 
the management option over a 2o~so year period , which is the key to economic 
analysis. It is axiomatic that the point of departure must be recent and 
existing market prices. How such prices are predicted for financial 
analysis , or adjusted, in the case of labor, foreign exchange or interest 
rates to ref l ect social costs for economic analysis, is beyond the scope of 
this paper. An extensive literature exists on the inappropriateness of using 
the mar ke t mechanism as a basis for resource management decisions , on 
grounds of equity, environmental quality, problems of valuing non-market 
benefits such as human life and health, and difficulties of making long-run 
price projections which take due account of risk and government market 
regulations. ( Randall 1983). In cases where monetization makes little 
sense, societal values cle arly must condition the analysis, changing it from 
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· , a B/C calculation to C/E of meeting required conditions. The C/E procedure 

would apply if any of the three performance indicators, other than financial 

or economic productivity , were introduced as decision variables. 

The above discussion of economic elements contributing to decisions on 

management of humid tropical lands has assumed that: ( a ) some sort of 

structure exists for making these dec isions ; and (b) this structure will 

cos tlessly (a side from investments and O & M) implement the decisions. Thus, 

insti tutional dimens ions, conditions (ii) and (iv) above for useful economic 

analysis, must be introduce d . 

3 . INSTITUTIONAL ISSUES AND PROBLEM SPECIFICATION 

The problem? 

One might say the problem is self-evident - the basic premises adopted 

are: (i ) development and use of resources in humid tropical zones does not 

constitute sound resource management when measured by such criteria as 

internal rate of return, income distribution, employment generation or 

sustainabil i ty of the natural systern- s capacity to provide material and 

amenity inputs for current and future generations; (ii) prejudicial 

consequences of large-scale removal of the forest cover for agricultural 

purposes result from the destruction of valuable forest resources, possible 

irreversible lo ss of genetic material s , destruction of soil resources through 

laterization and erosion and downstream effects of changed flow regimes and 

accelerated siltation; and (iii ) the long-run capacity of renewable natural 

resources to supply humankind with material inputs and amenity services is 

e qually deserving of a nation - s or the international community-s concern as 

is the short-run increase in food supply. 

While general agreement may be expected on these premises, the current 

" state" of dialogue is in sharp contrast being characterized by three 

conflicting themes . Pe rhaps the most prevalent view focuses on unnecessary 

degradation of natural resources - "Vast areas of land are being developed in 

the tropics with a hope to meet demand for food ••• Some schemes are 

successful while the majority have failed be cause of rapid soil degradation 

••• as a result of inappropriate methods of land clearing and subsequent 

deve lopmen t. The net result is the prevalence of vast tracts of unproductive 

barren lands where once lush green forest prevailed". (IITA 1982). An 

opposing view, manifested in the tropical land development policies of many 

countries, holds that the only method of stemming the tide of accellerated 

rural-urban migration and providing needed food and shelter to both t he rural 

and urban poor is land settlement on a massive scale . Since manual clearing 

is regarded as slow, inefficient and costly it follows that the rate of 

development dictated by the llrgency of the situation can only be accomplished 

through use of heavy machinery for deforestation. The intermediate view 

which attempts to reconcile the foregoing positions , holds that massive land 

clearing can be undertaken without creating wastelands if advanced technology 

is used in post-clearing management to protect the soil from erosion and 

restore or build soil fertility. 

The foregoing suggests two sources of conflict on what is the nature of 
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' the problem, which in turn influence identification of viable options for 

solution . The first is merely one of conflicting multi-objectives -

short-run increase in food supply and employment or geopolitically motivated 

territorial occupation , versus long-run sustainability of the ecosys tem' s 

productive capacity . Assessment of conflict in this case hinges on a value 

judgement of how much degradation is "acceptable" given short-run food 

requirements for survival , coupled with the expectation that technological 

advance will eventually evolve economically viable means: (a) to reverse what 

is currently considered an irreversible loss of r esource productivity; (b ) to 

increase production from resources which are not irrever sibl y degraded ; and , 

(c) to reduce the demand for primary products by reduction of post-harvest 

loss, more efficient marketing and slower population growth. 

The second source of divergence is considerably more complex and has 

its roots i n the perceptions of institutions at various levels ranging from 

the farm household through village organizations, and project or regional 

administra t ions to the central government; international beaurocracies might 

be included among the institutional forces that confer or withdraw 

credibili t y or legitimacy to perceptions. Superimposing the institutional 

sys t em on the natural and economic systems provides a basis for more rigorous 

treatment of the risks and uncertainties encountered when attempting to 

orient , or manage , the course of events in the dynamic process of expanding, 

intensify i ng and abandoning economic activity based on humid tropical soil 

and forest resources. The process of devising more appropriate technical and 

institutional vehicles for resource management has been termed " sociosystem 

and ecosystem coevolu tion" (Norgaard 1981). 

Role of institutions : 

Ins t itutions may be defined as " the rules of society or of an 

organization that facilitate coordination among people by helping them form 

expectations which each person can reasonably hold in dealing with others. 

They reflect the conventions that have evolved in different societies 

regarding the behaviour of individuals and groups • • • In the area of 

economic relations they have a crucial role in establishing expectations 

about t he rights t o use resources in economic activities and about the 

partitioning of the income streams resulting from economic activity" ( Ruttan 

and Hayami 1984) . In this paper the institu tional dimension is taken t o 

include the concepts of institut i on and organizaton i.e. the conventions 

which govern behavior: (i) within economic units such as the farm household, 

a corporate enterprise or government bureaucracy; (ii ) among economic units 

such as r ules affecting market relat ionships; and (iii) between economic 

units and their envi ronment , ~s in the case of the relationship between a 

farmer or corpora t e entity and an agency of government responsible for policy 

i mplementation . The discussion focuses primarily on organizational 

structures in society , public and private , which influence de c isions on land 

clearing and agricultural practices . 

In order to place in perspective the role of institutions in tropical 

land development , the overal l sociosystem - ecosystem interre lationship may 

be disaggregated into a series of hierarchical subsystems, as shown in Figure 

1. The intention here is not to attempt an overall review of the enormous 

range of institutions which could interact with an equally wide range of 
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technological options and he terogeneous resource situations, which themselves 
differ according to endowments of natural, human and capit a l r e sources. The 
a im is to illustrate that perceptions of institutions on the na ture of the 
problem, and therefore the prescription of solutions, are frequently 
dive rgent and cont-r adi c t ory. Thi s be ing S {) , the r.e di ve n ;e o r conf l icting 
vi e ''7S constit11te a cha llenge , aud a t the same t i me i npose cn1s t ra ints and 
off er op portunities to any initiative aime d at 1mpro vin.:; re source m<:111 a3 eme n t 
in the humid tropics through a network activity ar:iong "rele vant" actor s . 

The economic subsystem contains the institutions which bear on the 
supply of mate rial inputs to the agricultural production process and on the 
distribution of commodities which enter the market. Accordingly, both 
inbound and outbound from the farm, there is a hierarchy of actors 
(institutions) engaged in collection, transport, storage, transformation and 
distribution of inputs and products which may range from the village through 
regional and national levels to the international marke t. How far one 
extends the total system will be determined by the point of origin in the 
case of inputs, or the point of final consumption in the case of farm 
products. 

The political-administrative sub-system contains the institutions which 
are the principal focus of this paper. These institutions aside from being 
hierarchical within the sub-system itself - e.g. from the national government 
down through regional and project levels to the village and farm household -
also exert influence, through policy, on the economic, cultural and 
agricultural production sub-systems. The cultural sub-system is similarly 
hierarchical in the form of religious, tribal or kinship institutions which 
condition the farm household's perceptions of risk and uncertainty, work 
ethics, appropriate techonology, cooperative activities, income distribution, 
etc., which in turn influence land clearing and farm management decisions. 
Within the agricultural production sub-system, there may be an institutional 
hierarchy above the farm level in the form of such organizational structures 
as farmer irrigation associations, main system irrigation administrations, 
development project entities (e.g. land settlement) or rive r basin 
authorities, most of which have direct connections t o regional or national 
institutions within the political-administrative sub-syste m. Be low the farm 
level are the sub-system components which link with the natural sub-system 
(ecosystem). It is the way these latter linkages are manipulated, where 
there are backward cause-effect linkages and self-reinforcing feedback loops 
with institutions in the other four sub-systems, which determines the quality 
of management of humid tropical ecosystemS. 

The proposed network, among its prime objectives, will seek to 
"transfer existing • • • (and new) information on land clearing and development 
and soil management to those responsible for such activities" (IBSRAM 1985), 
in the expectation that this information will change decisions now being made 
in absence of such information. Thus, introduction of the institutional 
dimension leads to a more rigorous specification of those responsible for 
these decisions , and thence to the question of their perceptions (performance 
criteria) which determine how they may use this additional information. 
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Figure 1 

Subsystem Hierarchies Influencing Management 
of a Tropical Ecosystem 
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Where in this interactive hierarchy of institutions and subsystems will 

the additional information be i ntroduced? At one extreme, the position may 

be taken that agricultural research institutions would be the target. They 

would ~rogressively develop technical fixes for increas ingly fine-grained 

eco-subsystems - solution s which would be significantly superior to current 

management practices in terms of one or more of the four measures of system 

performance. Underlying the approach is that the rationalities and 

perceptions of institutions within the system, other than those engaged in 

research, would lead them to incorporate these superior techniques into their 

planning, policy formulation and implementation decisions. 

The i ssue of divergent perceptions may be illustrated by speculating on 

the optic through which some of the actors in the tropical land development 

system view the problem and the options for solution . The smallholder 

invariably faces severe resource constraints in land and capital~ he may also , 

be short on knowledge and management capacity. Relative to other resources 

he is long on labour. His agricultur4/practises will be governed largely by 

his resource endowment, opportunities to use labour and capital in 

non-agricultural pursuits, culture, access to markets and perceptions of risk 

and uncertainty. This latter factor may lead him to give greater weight to 

stability than productivity. As far as he is concerned, equity is a 

non-issue since there are no readily discernible vehicles through which he 

might exert pressure to increase resources at his disposal. The key issue 

of sustainability is again a non-issue, as he must be fatalistic on this 

~core . If the pressure of population on resources is forcing shorter 

b ushfallow periods , he must adjust to this situation. Population pressure 

or carrying capacity is not a problem, it is a fact of life. In absence of 

capital, management and energy-intensive technology, which he may be 

unwilling to adopt even if the knowledge and capital resources were to 

be made available, he has no viable option to progressive degradation of his 

land asset until reaching the threshold where he must migrate . 

At the other end of the spectrum in tropical land management is the set 

of central government institutions concerned with macro policy - food 

security , balance of payments, rura l-urban migration rates, debt servicing 

and geopolitics. To some of these institutions population pressure and 

carrying capacity of land may be seen as a problem. Short-run productivity 

is of critical importance, but stability, sustainability and equity are 

probably not specified as performance criteria. The institutions need annual 

indicators such as tons incre~ental production , number of families settled in 

new areas, ha of forest cleared , area into agriculture, or a change of 

population density in areas of geopolitical concern. These perceptions are 

transmitted to government agencies ( national , regional or project) 

responsible for implementation of policy e.g . research and development 

(R & D), physical infrastructure, social and productive services or 

enforcement of incentives and regulations. It is likely that each of these 

agencies will develop its own view of these macro-perceptions . R & D 

institutions may gauge their performance by demonstrating incremental yields 

on the best lands with advanced technologies , both of which may be largely 

irrelevant to the settlers or project administrators in frontier areas , and 

to achievement of stability, sustainability or equity. Pro j ect authorities 
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may measure performance by rate of land clearing or rate of infrastructure 

con s truction, without regard for productivity or sustainability of the 

agricultural system subsequently established. For an irrigation agency 

performance might be assessed by volume and regularity of water deliveries to 

secondary or tertiary canals , regardless of the productivity or 

sustainability of downstream irrigated agriculture . 

The solution? 

Accepting thi s anarchic interpretation of institutional perceptions , 

the solution might be simply to integrate throughout the system and establish 

a uniform set of performance criteria. 

The technocratic approach to the issue of managing tropical land and 

f orest res ur.c e s, typically woulc1 igno re mo s t of the insti tu tional dimensions 

J :l c;cusscd abovf:'. . First, the problen i"> a!S~>l 1 11F~ d to b·~ s•.:: lf-,~ vide nt 

mismanagement , and implicitly all actors in the sy s t e-a rnnst be 5.u asn:~ ement 

on this fact. Secoad, what is require d is systematic applica tion of 

scientific method to ascertain the physical facts - ide 11tify all components 

of the system; estliblish the dynamic processes whereby the components 

interrelate in sustaining or transforming the system; quantify the rates of 

these processes; and isolate the key processes to which existing or new 

technology should be applied to improve management performance. Third , it is 

assumed that a management system exists which will take this new information 

and implement necessary actions. Such a utopian approach might be viable if 

it where not for a number of elements which characterize the tropical laud 

development scene . The humid tropics probably reflects the ,sre a test degree 

of resorce heterogeneity of any ecosystem and has it s full share of cultural, 

economic and institutional dive rsj_ty. Thus, the re is wide uncertai nty abou t 

the "facts " of system behavior. Even on the physical side the heterogeneous 

nature of the system greatly reduces the usefulness of generalized 

so lutions. This uncertainty enables institutions to generate credibility for 

their own perceptions of the way the system works, the nature of the problem, 

rationalities for action and expectations of the results of action . The 

facts simply do not suffice to reconcile rival policies; in consequence 

institutions can stick to their positions on appropriate performance criteria 

without losing credibility (Thompson and Warburton 1985). 

4. THE NETWORK PREPROPOSAL REEXAMINED 

Proposal specification: 

The institutional perspective on opportunities and constraints in 

tropical land development offer s one of the many lenses through which the 

preproposal may be assessed . Its specifications may be interpreted as 

follows : 

Problem: "A considerable body of research information now exists on 

appropriate methods for land selection , land clearing ••• ( and 

post - clearing crop and soil management) in the humid and subhumid 
tropics" . However, "lack of mechanisms of communication has hindered 

transfer of information ••• to those responsible for such activities . 
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••• Because planners and decision makers l ack this modern knowledge 
•• • vaste areas of tropical forest land are being degraded" 
(IBSRAM 1985). 

Goal: Strenghen and support formulation and implementation of 
government policies which will result in development of those tropical 
areas most suited to agriculture using both appropr iate land clearing 
technology and self-sustaining cropping and soil management systems 
which, by definition, mus t be cul turally and economically viable and 
therefore attractive to the smallholder. 

Means: (i) Strenghen applied research in a broad range of agro
environments to t es t and validate technologies for - selection of areas 
suitable for development, c learing of selected lands, rehabilitation of 
degraded land and, post-clearing, post-rehabilitation utilization of 
these lands - which are, at the same time, sustainable, ecologically 
compatible and economically and culturally acceptable to small 
farme r s . Th~ v~hicles for strenghening research will be: support for 
training of scientists in national r8search institutions; dissemination 
of information on research methods and standardized procedures and 
measurements (to facilitate transfer of research results from one s i te 
to another) and validated technologies, through workshops, training 
courses, newsletters, etc.; and, provision of external support services 
to natio~al instit utions, e .3 . consultants. (ii) Stre nghen he 
technical a nd m~nagerial capacity of national institutions responsible 
for the formulation and implementation of policies which guide or 
determine the selection of areas to be developed or rehabilitated, the 
choice of land clearing or rehabilitation technology and the 
post-clearing, post-rehabilitation cropping and soil management systems 
adopted by farmers. The vehicles for support will be the same as those 
applied to research institutions . 

Measures of goal achievement: The performance of the network would be 
judged by the extent to which a direct or indirect cause-effect 
relationship is es tablished betweeen its activi ties and changes in the 
fo llowing indicators of resource management in humid and subhurnid 
tropical areas : 

percentage area of land cleared which is unsuitable for the type of 
agriculture subsequently adopted, or is incompatible with downstream 
resource use; 

percentage of area cleared by methods which are incompatible with 
sustainable and financially viable agriculture or downstream 
resource use; 

percentage of degraded lands rehabilitated to sustainable and 
financially viable agriculture; 

unit cos ts of clearing and production under sustainable crop and 
soil management systems; 
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productivity (phy sical and financial input-output relationships), 

stability , sustainability and equity of the crop and soil 

management systems adopted in the post-clearing or post

rehabilitation stage . 

Strategy: The overall strategy calls for: 

development of sustainable agriculture on those areas where 

technology can be delivered which is financially productive and 

culturally viable for smallholders 

preservation of forest , for logging, or as reserve , on those areas 

where establishment of financially and economically viable crop 

and soil management systems is not an option. 

Thus , the priority criteria for performance is sustainability where a 

necessary condition is productivity i.e. financially viable soil and 

crop management systems. Equity is introduce d through the requirement 

that techno logies must be financially and culturally viable for 

small holders. 

Tactical issues: 

If one adopts the positions developed above on strategy , performance 

criteria and divergence in institutional perceptions , an initial tactical 

question becomes: should R & D on tropical land clearing and development be 

adapted to the institutional cons traints , aim at modifying institutional 

perceptions or ignore the issue of policy implementation at the outset and 

concentrate on planning and agricultural techniques . Depending on how this 

question is resolved one must then move to definition of who are "those 

responsible " for decisions on selection of areas, land clearing technology, 

etc . A distinction should be made between directed colonization and 

rehabilitation, spontaneous smallholder settlement, and land development by 

large-scale enterprises (publi c and private). The fact that reduction in 

" damaging soil compaction by heavy equipment" is listed as one of five 

potential benefits of the network, suggests that mechanized clearing is a 

matter of prime concern. This being so, the institutional focus leading to 

mechanization-related decisions, would be on development by large enterprises 

and on government projects for smallholder settlement or land rehabilitation. 

Another benefit of the network is seen as "reduction in clearing of areas 

unsuitable for the type of agricultural production intended". This implies 

an emphasis on spontaneous settlement. Reinforcing this emphasis is the 

estimate that annual clearing oy shifting cultivators (colonists and existing 

farmers ) in tropical regions is 10 million ha (Couper et al. 1981) of which 

about half is bush - fallow and half constitutes conversion of forest to 

the swidden agriculture system (FAO 1983), 

There will be a degree of overlapping of institutions in the three 

types of land development. However, it is to be expected tha~, in large 

measure , the key actors will be different. In the event that land were 

classified and zoning regulations existed and were implemente , the 

regulatory agency(s) would be the same in all cases. However , spontaneous 

smallholder colonization would be heavily influenced by highway construction 
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:and subsequent productive or social services provided by the state . Large 

enterprises may provide their own infrastructure and draw heavily on state 

subsides (Sawyer 1982). In the case of directed settlement or rehabilitation 

one would expect most of the decisions, up to the stage the land is put into 

production, to be made by government project authorities . 

It has been argued that if the network is to achieve the goal 

establ ished, "those responsible" for tropical land development cannot 

be regarded merely as the passive recipients of information, upon which 

they will be expected to act. This suggests a tactic where R & D is adapted 

to the institutional constraints and may seek to modify some of the 

perceptions held by key organizations. How, then can the network address the 

practical challenges which explicit recognition of institutional constraints 

pose for R & D activities? This question raises a series of subsidiary 

tactical issues: development of low versus high-input technology; 

development of technical packages with wide adaptability versus targeting 

specific ecosystem and cultural-institutional situations ; narrow in-depth R & 

D focus versus a broad-based systems approach; emphasis on research versus 

research methodology; and, physical science and engineering versus 

management. Clearly, these is sues do not constitute mutually exclusive 

alternatives, nor are they independent of each other . They are presented in 

this fashion to place the challenge in designing R & D activities, in a 

somewhat sharper focus. 

If the premises of heterogeneity of tropical ecosystems and the 

role of institutions in land development are accepted, an approximation 

of network tactics might be: development of targeted technical 

packages: emphasis on research methodology placing heavy reliance on local 

institutions engaged in research and development implementation to undertake 

needed adaptive research and monitoring and evaluation of operating 

experience; and strong emphasis on management leaving physical science and 

engineering to national and international research organizations largely 

outside the network. Implementation of such tactics dictates adoption of a 

broad-based systems approach. 

~ 
Potential extra dimensions: 

Three inter-related concepts would appear to be relevant to a 

management-oriented R & D effort which attempts to identify and build 

on interactions between resource endowments, technical change and 

institutional change as vehicles for developing a more productive, 

sustainable and equitable agriculture in the humid tropics: agroecosystem 

analysis, institutional development, and policy management. 

Agroecosystem analysis addresses the question of designing a range 

of technical options which are relatively fine-tuned to the requirements of 

agriculture in specific ecological and socio-economic situations (Conway 

1983, 1985). The approach is multidisciplinary and rests on the principles 

of systems analysis. Its basic assumptions are: (i) relevant analysis for 

management does not require knowledge of all potential linkages in the 

system; (ii) prediction of system behavior requires knowledge of only a few 

key processes; and (iii) improvement in system performance requires changes 

in a few management decisions affecting selected key processes. Through 
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assessment of techniques within a multi-objective framework, the aim is 
•• development of technology packages and supporting policies. Of necessity the 

' • procedure is applied in a target situation - a particular ecological, 
economic and institutional niche. However, its fundamental characteristic is 
the focus on key processes and decisions. While on the surf ace the procedure 
may appear highly atomized, if systematically applied to a range of 
situations within a network, it offers an opportunity to accumulate 
information which should greatly streamline the process in terms of both 
avoidance of duplication and facilitation of innovation. 

Ruttan and Hayami (1984) have postulated that institutional innovation, 
internally generated, is an economic response to changes in resource 
endowments and technical change . Within this general concept, specific 
activities, which would support change in organizations responsible for 
managing, implementing or supporting programmes for development of tropical 
lands are action-research and moni toring and evaluation (Korten 1980, 1981). 
Action research aims at understanding important properties of the system and 
response (in terms of one or more performance indicators) to management 
interventions, i.e. in executing development programmes actions are 
specifically designed to test hypotheses on system behavior. This approach 
has been widely used in research on management of irrigated agriculture by 
the Internatonal Rice Research Institute and the International Irrigation 
Management Institute. 

The World Bank (1983) has found that performance of development 
projects is at l eas t as much affected by external macro policies as it 
is by implementation of internal project components. These macro policies 
apply to such areas as: foreign exchange, prices, taxes, subsidies, tariffs , 
public service salaries, a llocation of public capital investment, procedures 
by which investment projects are executed, O & M of infrastructure and 
decentralization of decision making. It is evident that a network on tropical 
land development would not concern itself with most of these macro issues, 
except insofar as they constitute exogenously determined constraints. 
Nevertheless, the nature of much of the tropical land development process -
low technology, dispersed, small scale, people-centered, remote from centres 
of political power and decision, heterogeneous eco logical and socio-economic 
situations, high degree of uncertainty on social objectives and means for 
achieving them - suggests that a more rigorous specification of linkages 
between field activities and the management of selected macro policies could 
be crucial to the network's effectiveness. It has been suggested that, at 
all levels, "beaurocracies need to be reoriented from adminis tering 
regulations towards managing development, planning agencies from drafting 
comprehensive blueprints towards selective interventions backed by policy 
analysis, and accountants and auditors from preoccupation with financial 
rules to obtaining value for money" (Landell-Mills 1983). Improved 
management of poli cy formulation and implementation along these lines in 
areas such as O & M, public services, subsidies and land use regulation, 
would appear to be necessary conditions for more effective use and 
conservation of tropical forest and soil resources. Policy objectives, as 
they apply to tropical lands, should be specified in te rms which enables 
monitoring and evaluation of their achievement. 
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EAST ASIA AND PACIFIC REGION 

REGIONAL OBJECTIVES FOR FY86 

Background 

FY85 was a year of excellent performance for most countries in the 
Region. Economic reforms in China led to unprecedented increases in agricul
tural and industrial productivity and the market-oriented countries -- with 
the exception of the Philippines where the financial crisis continued -- took 
advantage of the recovery in international trade. They achieved high rates of 
production and exports and reduced their current account deficits. 

following: 
The highlights of Regional activities during FY85 included the 

Total lending had to be revised downwards during the year due to 
country situations. Thirty-nine loans and credits totalling 
$3.1 billion were committed compared with the planned figure of 38 
operations of $3.6 billion. 

The pipeline of new projects was considerably strengthened; the 
quality of our work improved; and there was some reduction in 
project processing costs. 

The Region participated in policy reform discussions in China with a 
major economic report greatly appreciated by the Chinese 
authorities. 

Clear procedures were est~blished and implemented for the planning, 
monitoring and follow-up of country economic and sector work. 

The agriculture divisions were reorganized and consolidated in 
response to the changing demands for their services, and some staff 
were redeployed. The decision to merge the two transportation 
divisions was also carried out. 

Looking ahead to FY86, the Region will need to ensure that its 
planned economic and sector work, as well as the projects already identified 
and appraised, are finalized on schedule -- and, if possible, ahead of 
schedule. This is important to ensure that the Bank continues to be regarded 
as responsive and efficient , even in difficult circumstances . We plan to 
deliver an expanded lending program this year with fewer staff than in FY85, 
which already implies that there must be important efficiency gains during the 
year. Furthermore, the world economic outlook and, with it, the short-term 
prospects for our countries, have deteriora ted in recent months, hence 
increasing the need for flexibility in our lending and a timely response in 
our analytical work to support appropriate policy discussions. This will 
entail new opportunities and challenges in deepening our dialogue with the 
member countries . In the light of these circumstances, a series of central 
objectives for the Region are set out below. 
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Regional Objectives for FY86 

I. Lending 

Volume. We have set an objective of 41 projects, totalling 
$3.0 billion in IBRD lending and $400 million in IDA lending for FY86. We 
shall attempt to maintain stable programs in Korea and Indonesia and increase 
the China and Malaysia programs. 

Pipeline. We shall continue our e fforts in strengthening the 
lending pipeline for FY87 and developing a s ubst a ntial numbe r of dependable 
standby projects. One measure of success in this dir e ction would be to ha ve 
all appraisal missions for regular FY87 pro jects c ompleted, or in the field, 
by the end of June 1986. 

Agriculture. We should continue our efforts to identify sound 
investments in agriculture, especially in non-tra ditional areas. This is 
important because it remains the key productive sector in most of our 
borrowing countries and is crucial to income generation and better 
distribution of wealth in the rural areas. To this end, we should field at 
least two agricultural assessment missions during FY86. 

Loan Processing . There should be a conscious effort to reduce loan 
processing times without sacrificing qua lity . Upstream wo r k and staff 
discussion should be intensive enough t o limi t the numbe r o f project issues 
which need to be reviewed by regional ma nage rs late in the cycle. 

Impleme ntation. We intend to improve impleme nta tion of our ongoing 
projects by identifying common problems and dea ling with these systematic
ally. In Indonesia, we need to transla te good suggestions a lready made for 
improving implementation into concrete results. 

Programming. We must improve the dependa bility of our programming, 
both for lending and economic and sector work, particularly in China and 
Malaysia, and be more creative and selective in our operations in the smaller 
countries, such as Papua New Guinea and the Pacific Islands. 

II. Aid Coordination and Cofinancing 

OECF and ADB. The Region should c ont i nue its close collaboration 
with Japan. In particular, we should seek t o increas e working-level conta cts 
with OECF and JICA offices in Washington, Tokyo a nd the field, transmit our 
final economic reports routinely to both agencie s and exchange information on 
our respective programs in areas of mutua l i nt e rest. We should also continue 
to liaise closely with the ADB and clarify possibilitie s for joint or parallel 
financing with the ADB in other countrie s tha n the Pacific Islands. 
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Cofinancing. We have set an objective of 17 projects with over $500 
million of cofinancing for FY86, compared with 12 projects and about $450 
million in FY85. In working towards this objective, we should try to blend 
concessional and Bank funds to obtain improved terms for our borrowers and 
explore possibilities for increased EEC, WFP and bilateral assistance. We 
should continue discussions with our creditworthy borrowers of possibilities 
for increased export credit and commercial cofinancing. Prospects for 
introducing non-concessional cofinancing look reasonably promising in China, 
given the scale of the investment program and the nature of expected Bank 
projects. 

III. Country Economic and Sector Work 

Country Reporting. In the light of the deteriorating short-term 
outlook and increased uncertainties, we shall aim at brief and timely analysis 
in our country economic memoranda. 

Sector Work. Most of our project divisions have already appointed 
lead sector economists with explicit functions. We shall make similar 
appointments in the remaining divisions as part of an overall effort to 
improve sector work. 

Special Topics. In addition to continuing emphasis on public 
investment reviews, we shall begin strengthening the Region's work on trade 
and industrialization policies and on banking sector reform. A workshop will 
be held during FY86 to discuss and evaluate the ongoing work on trade and 
industrialization policies in the member countries of the Region. The need to 
strengthen the Region's capacity for financ~al sector and banking reform 
analysis will be considered in the context of staff development. 

Project Financed Studies. To improve the benefits from studies 
financed under our loans, guidelines will be issued regarding the planning, 
supervision and final use of such studies. 

IV. Internal Management Issues 

Staff Development and Training. We shall continue to emphasize 
staff development and training at all levels. In particular, we shall enhance 
opportunities for staff reassignment, where appropriate, between disciplines 
and departments. We must also give special attention to staffing objectives 
with respect to women and the representation of developing country nationals 
within the Region. 

Quality Control. We have made significant progress in controlling 
and enhancing the quality of Regional work. We must continue to be vigilant 
and to set high standards for ourselves in this respect. Among other things, 
we should aim at more concise documents and more limited distribution lists. 
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Management Information System. FY85 saw the gradual introduction of 
a new management information system with understandable teething pains. 
During FY86, as parts of the system become fully operational, we need to 
deepen our familiarity with it and begin testing and adapting it as a guide to 
cost-effectiveness. We also need to manage the introduction of additional 
elements of this system - e.g., the portfolio review module - as carefully as 
possible. 

Office Move. If current pla nning holds up and outstanding issues 
are resolved, we shall be moving to the "I" building in the Spring of 1986. 
In effecting this move, we must try t o minimize the disruption which it will 
entail in our work and make our working environment as plea sant and as 
conducive to productivity as possible . We should also try to maximize 
efficiency gains arising from the introduction of new office technology. 

September 25, 1985 
AENVP 



Tuesday. October I, 1985 

Indonesia Marl~s 20th Year 
With Suharto as President 

Continued From First Page Educating and finding jobs for these 
independence against the Dutch - and people are the government's two biggest 
revered today for that reason - would die in challenges, Minister Salim says. "They've 
1970 under virtual house arrest at age 69. done a hell of a job over the past 20 years," 

The largest communist party outside says the national manager of a foreign bank 
China and the Soviet Union was crushed in Jakarta, "but the short-term outlook 
within five months. The pro-Chinese party, isn't so good. They face a difficult oil 
known by its Indonesian initials PKI, market, terms of trade are deteriorating, 
claimed more than two million members and they suffer from industrial over
and was President Sukarno's frequent ally capacity. 
in a constant power struggle against the "Yet they've demonstrated over the 
military and fundamentalist Moslem years a flexibility that has allowed the 
groups. country to develop at a good pace through 

Although an academic debate on the difficult times. They have an adaptability 
players and motives behind the coup at- based on political stability that's kept them 
tempt continues without complete satisfac- in good stead," the banker says. 
tion, the Suharto government and most Few 'Safety Valves' 
scholars put the PKI in the middle of the Stability is the hallmark of the Suharto 
scheming. The military immediately government, and it is the first word of 
blamed the PK!, and by the end of October praise used by businessmen and diplomats. 
a fierce anti-PK! campaign, led by soldiers Yet that stability has come at the price, 
and Moslem youth groups, had begun in the many argue, of political freedom. Even 
countryside. Religious and racial tensions moderate dissidents can find themselves 
exp! 't ethnic Chinese singled out. threatened with subversion charges and 

.· . . · · · ear· ~ jail. Despite the confidence tllat might come 
nge 0 with its 20 years in power, the government 
s ~e~~-e keeps a tight lid on political activity, and 
re e ther re few "safety valves" for social . rs. So · 

s con 1cted of various politi · · . · · 
cal cri~s remain in prison today. Three 
ex-PKI leaders were executed in July, pro
voking outcries from human rights groups 
and the Parliament of the European Com
munity. Yet curiously the government also 
recently announced that ex-PK! members 
would be allowed to vote in the next elec
ticM:l:.J:Jle party remains banned, however. 

· Foreign Policy Reversed 
The fal.:Sukarno and the PK! and the 

rise of Sul · ~ ed to a reversal of a leftist, 
pro-China . : gn policy and the adoption of 
a centrist, pro-West course. China, formerly 
a staunch ally, was blamed for backing the 
coup. attempt and diplomatic ties with 
Peking were suspended in 1967. The two 
countries resumed direct trade this year, 
but the restoration of diplomatic relations 
isn't expected soon. Indonesia also turned to 
the U.S., Japan and Europe for aid, and 
ended the Soviet Union's substantial role in 
the country's external financing, especially 
for military hardware. 

Mr. Suharto also quickly halted a costly 
two-year war with neighboring Malaysia 
that had jlivided the military. Indonesia 
helped Mund the anti-communist Associa
tion of Southeast Asian Nations in 1967 and 
rejoined the United Nations. The creative 
acronyms and slogans that spiced Mr. 
Sukarno's fiery anti-imperialist oratory 
ended. 

1 asi r 
put on controls than to take them off," says 
a Western diplomat. 

Mr. Suharto has largely succeeded in 
ending most of the regional, religious and 
political .. factionalism that wracked t~ 
country during its first 20 years ai 
threatened to tear apart_ the 13,000-isla.t 
archipelago. Today, the government fac s 
only two small, albeit tenacious, indepe -
dence movements, in East Timor and n 
Irian Jaya. 

Looking to Succession 
Mr. Suharto also has built governme t 

institutions and organizations that are care
fully controlled by a loyal military and that 
most believe will survive him and ensure a 
peaceful succession, whether Mr. Suhano 
dies in office or retires. 

"It less a system 
t it 
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Cycle & Carriage 
Of Singapore Says 
Its Chairman Quit 

SINGAPORE (AP-DowJones) 
Chua Boon Peng resigned as chairman 
and director of Cycle & Carriage Ltd., 
the company announced. 

Cycle & Carriage gave no reasons 
Monday for Mr. Chua's Sept. 25 resig
nation, and company officials were un
available for comment. 

Some observers believe the resigna
tion came as a result of Mr. Chua's 
involvement with Lamipak Industries 
Pte. Ltd. and Panther Pte. Ltd., two 
companies that last week went into 
voluntary liquidation owing creditors 
around S$140 million !US$55 million). 

Mr. Chua serves as chairman of 
Panther and a director of both Lamipak 
and Panther. 

Under a recent addition to Singapore 
corporate law, a person is barred from 
being involved in the management of 
any company for five years, if two 
other companies in which he held di
rectorships are liquidated within five 
years of each other. 

Chua Boon Yew, another member of 
the family that controls Cycle & Car
riage, also resigned his directorship of 
the car distributor. 

Chua Boon Unn assumed the post of 
, chairman. He is also group managing 
director of Cycle & Carriage. 

Tan Sri Datuk Haji Basir Ismail, 
who serves as executive director of 

ank Bumiputra Malaysia Bhd., Malay
sia's largest bank, and chairman of 
United Plantations Bhd., was appointed 
a director of'Cycle & Carriage. 

Japanese Po 
Continued From First Page 

stimulate the economy. The most prominent 
anti-spending forces are the Ministry of 
Finance and the Keiclrmren, the very influ
ential voice of Japanese big business. The 
point to the huge budget deficits that Japan 
has rnn since the "oil shocks" of the 1970s. 
And they are the strongest voices, along 
with Mr. Nakasone, for fiscal austerity. 

Channeling more of Japan's huge pool o 
savings into the domestic economy is one 
way to deal with the situation. A specific 
idea is to remove the tax incentives for 
savers in Japan's $400 billion postal savings 
system, and let the government spend the 
revenue. But the postal system is a power
ful, entrenched bureaucracy, and small sav
ers are expected to rebel if their tax breaks 
disappeared. 

On the pro-expansionist side are a grow
ing number of prominent Japanese politi
cians who want more economic expansion 
and more government spending, and are 
willing to suspend the government's fiscal 
austerity program for a few years to pump 
up the economy. 

"Government spending has been flat for 
three years, and there are a lot of frustra
tions for the politicians," says TeruJ1iko 
Mano, general manager of economic re
search and a director at Bank of Tokyo. 
"There's no room for the manipulation of 
political powers. Some smoke is coming out 
of these frustrations." he says. 

The Price of Growth 
Susumu Nikaido, vice president of the 

ruling Liberal Democratic Party, recently 
said that Japan should take drastic mea
sures to stimulate domestic demand. Mr. 
Nikaido added that, even if this means a 
delay of two or three years in Japan's fiscal 
restructuring plan, Japan should accept this 
as the price of growth. 

Some expansion-minded politicians are 
beginning to insist that Japan spend more 
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Behind the Words at the World Bank 
By JAMES BOVARD water, roads, schools and tools. t co management of key public enterprises.·' 

WASHINGTON - As some 9,000 inter
sted parties gather in Seoul this week 

for the World Bank's annual meeting, 
accolades will be heard for the bank's 
new awareness of the private sector, and 
its crucial role in spurring international 

~bout_$6,000 to lllQVe each family, yet 
most families that are moved end up 
making little or no income from their 
new habitats, and many who prev19usly 

The bank's biggest socialistic binge is 
occurring in energy projects. Most World 
Bank energy loans either displace for
eign private investment or deter the 
development of private companies in re
cipient countries. World Bank 1985 ener
gy loans include $92 million to the Yugo
slavian government for oil and gas explo
ration, $233 million to the Pakistani gov
ernment oil companies, $248 million to 

I supporte_<i..tl~mselves in Java ~ave gone 
. on_welfare . . 

evelopment. But what changes the bank 
has made in recent years (lon't add up to 

- The Polonoroeste project in Brazil is 

an improvement. 
Bank President A.W. Clausen often 

praises private enterprise these days, but 
the vast majority of World Bank loans 
still go to strengthen government bureau
cracies and reinforce their control over 
the economy. Loans to communist coun
tries alone have increased fourfold since 
1981 and will constitute 13.4% of the 
bank's 1985 lending. The bank has been 
the driving force behind the nationaliza
tion of oil and natural gas throughout the 
Third Wo__rl.d. And all the while, it has I 
shown too little concern for human-rights · 
violations in its projects. -

Set Crops on Fire 
The bank has given the government of 

Indonesia more than $600 million to 
remove=someITmes forcibl -several mil- 1 

lion people from the densely populated 
island of Java and resettle them on 
comparatively barren islands elsewhere 
in Indonesia. Despite reports of violence, 
the bank continues lauding the project as 
"the largest voluntary migration" in re
cent history. 

The London-based Anti-Slavery Soci
ety for Human Rights reported to the 
United Nations that at least one suppos
edly vacant island being given to the 
migrants was already inhabited-and that 
the Indonesian army cleared the island• 
by setting the original mhabitants' crops 
on fire. Indonesia is sending h1mdreds-0f 
thousands or migrants to the island of 
Irian aya-an e s ongma m-
haoJtan s ra fiey are_ .being driven 

I 
from their lands by the Indonesian army. 
The Indonesian government JS also re
settling Javanese on the island of East 

I Timor-which the army seized in 1975. 

1 

According to a 1983 Washington Post 
' account quoting relief workers, an esti-

mated 150,000 of the island's 700,000 in
habitants were killed or left to die of 
starvation in the ensuing strife. 

The transmigration project is sup
posed to make the migrants more pro• 
ductive. But the project mainly moves 
poor farmers from small amounts of 
good land to large ammmts of nearly 1 
worthless land. The government often · 
fai to honor its promises to provide 

a similar fiasco. The bank has poured 
a.lmost half a billion dollars into a 
scheme to move landless farmers into 

Mr. Clausen wants a larger role in managing the inter
national debt crisis-which would be like putting Mao 
Tse-tung and Chiang Kai-shek in charge of reunifying 
China. 

cleared areas in the Amazon tropical 
forests. But about all theproject suc
ceeded in doing was building a road and 
encouraging tens of thousands of people 
to move to an area with terrible farm 
land and almost no infrastrllctiife. The 
project has pointlessly cut down hun
dreds of square kilometers of rain forests 
and engendered much violence between 
the new arrivals and the indigenous Indi
ans. The bank specified in the original 
loan agreement with Brazil that the Indi
ans' rights must be respected, but then 
did nothing when the Indians' lands were 
trampled. After two years' uproar by 
U.S. environmental groups and extensive 
congressional hearings, the bank has 
temporarily stopped funding the project. 

To its credit, the bank has contributed 
funds to help privatize a few government 
corporations in Africa and Asia. But at 
the same time the bank is spending a 
few million dollars to resurrect private loan for 
companies that previous bank loans often fanns. 
~elped ~ationalize, it is pouring billions J 1 The bank also is busy subsidizing 
into mamtammg state-owned enterprises , AQlerica's trade competitors. South Ko
t SOEsJ throughout the Third World. rea received $556 million in World Bank 

The bank's latest kick is "public sec- = this past year for purposes like 
tor improvement loans"-basically, trans- P 'ding "much needed capital for eco
ferring the cost of socialist inefficiency 'cally and financially viable industri
from the recipient government to the al rojects" and enhancing rail capacity 
World Bank's donors. Morocco received ln~e ~eoul industrial corridor. South 
$200 million for "actions to improve Kqrea JS better managed than most 
public investment planning and the func- Wtrld Bank borrowers-but, like most 
tioning of the public enterprise sector." borrowers, it has long had easy access to 
Chile received $11 million to help the CCIDmercial credit and need not rely on 
government "orient and guide the pro- the bank's subsidies. 
cess of resource allocations" among fte bank. like most international or
SOEs. Ecuador received $14 million "to =lions, has tried to use the African 
increase the public sector's contribution e to drum up support to boost its 
to economic growth by improving the oWti budget. Though much of Mr. Clau-

sen's rhetoric is devoted to Africa's dire 
straits, barely 10% of the bank's 1985 
loans have gone to sub-Saharan Africa. 
And the biggest beneficiary was 
Ethiopia. 

Boosting the Budget 
This past year, much to the bank's 

embarrassment, its loan volume fell 7'/r . 
A classified internal World Bank memo 
lateiast year outlined"-plans to rel11x:::all 
types of loan req.u.iremems-in order · to 
sPiir borrower demaru:l . The bank sub
sequently abolished its one-quarter per
cent "handling fee" on loans. The bank 
currently has..J.17 billi ·n unlent cash 
reserves. 

Despite the bank's inability to meet 
its loan goals, Mr. Clausen wants to 
expand. Earlier this year he said he 
hoped to request a $40 billion increase in 
callable capital <existing total: $55.8 
billion), though he may be retreating 
from that goal now. Whatever, Mr. Clau
sen wants the bank to have a larger role 
in managing the international debt crisis 
-which would be akin to putti~ Mao 
Tse-tung and Chiang' Kai-shek in charge 
of reunifying China. . 

Mr. Clausen and his predecessor, Rob
ert McNamara, beat the bushes to en
courage more commercial lending to 
Third World governments. Now we have 
a debt problem that is indeed serious, 
and foolish American banks are in trou
ble. But if the U.S. wants to bail out its 
banks it should give them the money 
directly and not launder the handouts 
through the World Bank and Third World 
governments. 

Mr. Clausen's term as bank president 
expires in mid-1986. The U.S., as the 
bank's largest shareholder, has effective 
power to appoint a new bank president. 
One hopes the Reagan administration 
will find a replacement, but in the mean
time the funding issue must be 
addressed. 

The bank can sustain a lending level 
of $13 billion a year simply by relying· on 
its principal repayment and interest 
earnings. Its 1985 lending amounts to 
$14.4 billion. That's more than enough to 
cover good projects to well-managed 
countries that do not have access to 
commercial credit. A poorer bank would ~ 
be a wiser bank-and a better friend to I 
the Third World. 

Mr. Bovard is a Washington-based 
f ree-la.nce ,iournalist. 

j .. 
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20. Irian Jaya. Major problems of land ·suitability are being 

encountered in most of the target areas, and schedul e s through Repelita IV to 

VI are purposely kept at a modestly realistic level, in view of the other 

constraints of lack of infrastructural development, remoteness, inactivity in 

the tree crop sector, and social-anthropological problems. New settlements 

will progress at a steady rate and at a cost verging on the unacceptable, both 

in wetlands and upland, and tree crops will again dominate. The modest 

projected rates would, however, permit continued rates of settlement to beyond 

Repelita VI, probably for one further five-year period only. Sites will 

become increasingly remote, isolated and limited in area during Repelita VI. 
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VISIT OF TRANSMIGRATION SECTOR REVIEW MISSION 

KEY POINTS ARISING FROM MEETINGS 7 OCTOBER 1985 

1. Meeting with Drs. Hartono (D.G. PANKIM) 

a. Team so~ght clarification of allocation of land to 

settlers in relation to new policy 

( i wetland mode'l 

(ii dryland food crops model 

(iii) dryland tree crops model 

DG explained a proposal to reduce the area cleared 

under (ii) and use the savings to fund additional 

fertiliser and lime inputs. 

b. Under a question from Gloria Davis the DG said that 

he was still optimistic that Repelita IV will reach 

its targetted number ~ of migrants resettled despite 

the slow start. 

c. DG confirmed that KAKANWIL could now contract for 

land clearing and house building aspects of site pr~ 

paration but the Minister still retained the right 

to award larger contracts. 

d. DG reported that consideration was being given to 

setting-up a large - about 10,000 KK - settlement 

contract in Irian Jaya. This would involve site clea 

ring, construction, establishment of tree crops 

and supervision of settlement development on a "turn

key" or estate development basis. 

2. Meeting with Bina Programme DG PANKIM. 

Mr. Widarbo not available. Those attending were Mr. 

Simatupang and David Donald of TAG. 



a. Key issues suggested by Miss Davis were 

( i situation regarding spontaneous transmigrants 

(ii income generating capacity of transmigrants 

b. Simatupang explained that careful consideration was 

being given to the level of assistance to spontaneous 

transmigrants. He outlined a scheme to reserve a 

pr~portion of each scheme for spontaneous transmigrants 

- it was pointed out though that this would raise the 

cost/KK of settling "planned transmigrants" since the 

infrastructure f,or total number of transmigrants (plan

ned plus spontaneous) would be a cost on the planned 

transmigrants only. 

c. Mr. Chaudri asked for copies of any studies conducted 

on why spontaneous transmigrants migrated and the ef

fects on their lifestyle. 

d. Simatupang discussed the problems related to program

med planning which he felt was the most important is

sue - e.g. 

i initial prograrrune says an SKP of 1800 KK -

funds allocated and approved for 1800 KK 

(ii ) final design and/or land clearing work indicates 

suitability only for 1500 KK 

(iii) insufficient flexibility to allow adjustment to 

programme so 1800 KK settled - of this 300 KK 

on unsuitable land. 

e. Mr. Simatupang agreed with Miss Davis that roading was 

a problem - roads were designed to last 3 years but 

it was 5 years before Transmigration handed them over 

to PU and no allowance had been made for maintenance. 

f. The problem of small inexperienced contractors was dis 

2 



cussed and the need for larger contracts with expe -

rienced contractors stressed. 

g. A major issue was seen by Simatupang and TAG as the 

conflict over who had the right to land. 

Kehutanan or Transmigrasi. The problemSof map scales 

were outlined and the procedures for resolving diffe

rences outlined. 

h. Gloria Davis - said that she wanted feedback on the 

following issuess -

3 

i ) comment from Bina programme on the World Bank 

projections of the impact of transmigration on 

population distribution over the next 35 years. 

(ii ) 

(iii) 

a review and discussion on the economicsof· the 

proposed form models. 

a review of actual costs for programmes imple

mented in relation to budgets. 

3. Items likely to Be Discussed More Fully Later 

(a) Objectives of Transmigration Policy and its impact 

on population redistribution in the long term. 

(b) Procedures for award of land clearing and related con 

tracts and particularly the opportunities for "turn

key contracts" for total development transmigrant se~ 

tlements in concert with estate or other development. 

(c) Levels of assistance likely to be provided to sponta

neous transmigrants. 

(d) Need for coordination and agreement at the highest 

levels between Forestry, Transmigrasi and Bappenas on 

a. exact location of boundaries between land preser 

ved for forest exploitation and reserves and other 

land 

b. release of more suitable land to Transmigrat i on 

in exchange for less suitable land. 



VISIT TO WORLD BANK TRANSMIGRATION SECTOR REVIEW MISSION 

MEETINGS 8 OCTOBESR 1985 

1 . Visit to D.G. Mobilisation and Development . 

Mr . Maat Judolaksono 
2 

(Present, Ir Ilyas, Soedirdja, Wibowo, 1 other). 

a. The DG said that within their object i ves which included 

* 
* 

stabilisation of Nations populat i on growth 

distribution of results of present programmes 

throughout Indonesia, 

they had several sectors in which ass i stance was needed. 

( i ) road improvement (as a means of achieving economic 

growth) 

(ii ) marketing - a programme did exist for assistance 

in this sub-sector 

(iii) consultancies to assist at the central and pro

ject site levels in -

* 
* 
* 

economic development 

education - need for teachers and training 

health - field level medical staff train i ng 

(iv ) support for youth and women programmes 

* advice 

* training and technology 

( v ) training and technology t ransfer 

* 
* 

training transmigramtis ':J 

training of staff 

b. DG indicated that present t raining levels of staff for 

support activities - e.g. Wealth, Agricultural Extension 

were not satisfactory and felt that a return to the old 

. . . . . . . . . 2 I 



system where MOT provided all the supporting services, 

temporarily,could be advantageous in building-up trai 

ned staff. 

c. Miss Davis asked if the large number of contracts to 

be coordinated by the KAKANWIL were a problem. The DG 

admitted that originally this had been a problem but 

not any longer. 

2 

d. DG expressed his concern at the problems and conditions 

in swampland developmen~ areas and stressed the need for 

attention (and finance)f or public health programs and 

provision of clean water. 

2. Visit to Mr. Sayuti Hasibuan, BAPPENAS 

Also present, Mr. Hasi (?) 

a. Miss Davis said that some of the aspects of the pro -

gramme which the mission would give attention to were -

i what means were available for giving encourage

ment to Spontaneous Transmigrants - as they saw 

this as one of the ways to reduce costs. 

(ii ) 

(iii) 

as a consequence could a simple means of pro

viding l~d title (without encumberances) for 

Spontaneous Transmigrants be devised. 

examine the non-production benefits of transmi

gration. 

b. Mr. Hasibuan - said they were keen to isolate (and ide~ 

tify) those factors of success and which led to higher 

incomes in contrast to those factors contributing to 

low income levels. Perhaps the World Bank could help 

in this area. In his opinion SITE MANAGEMENT is one 

of the key factors. 

• . • . . . . • 3/ 



c. Miss Davis asked what opinion BAPPENAS had on awarding 

large "turnkey"-type contracts as a means of speeding 

3 

up t he rate of development. Mr. "Has ibuan r eplied thv.t while 

these had definite merit they were concerned about 

how such integrated developments - based on Government 

policy, but coordinated by a private contractor(s) -

could be fitted back into direct Government control in 

the longer term. It was however one means of ensuring 

sound project management. 

d. In reply to Miss Davis, Mr. Hasibua~ said the Government 

was also interested in planning and budgetting efficiency 

and also -

i the Government were conducting land clearing 

experiments in Riau, Jambi and South Sumatra 

at 5 sites. 

(ii ) 

(iii) 

(iv ) 

striving for better coordination at the lower 

levels -(~~r~ugh Ministerial Decree 31) 
- I 

Training of officials and transmigrants 

Through the use of production targets to measure 

progress in scheme development 

(v reviewing the standard packages of inputs provided 

to transmigrants to make them more suited to site 

requirements 

e. Mr. Hasibuan was confident that the target of moving 

750,000 KK under R. IV would be achieved but would not 

comment on the ratio of aided to spontaneous transmi

grants. 

f. Mr. Hasibuan spoke about the importance of establishing 

non-transmigrant type activities for i ncome generation 

in transmigration. His concern derived from the replac~ 

4/ 



ment of local labour with transmigrants - but was not 

sure if the problem yet existed. 

g. He outlined their position on having 60 % of the settle 

ment members of a KUD by the end of the 6th year after 

settlement. 

4 

h. BAPPENAS did not feel that the programme was at all cons 

trained as there was still excess money available. 

3. Key Points Likely to be Raised in Future Discussions. 

a. Possibilities of assisting with programme development 

in RAHBIN through 

i ) funding road improvement and maintenance programmes 

ii) technical assistance packages to assist with mar 

keting, teacher and third level medical training, 

training of rural development instructors, and 

assistance with packages for womens and youths 

activities. 

b. They will be particularly keen to knowof problem associ 

ated with the Swampland development programmes. 

c. What ways are there to provide partial assistance to 

Spontaneous Transmigrants - especially -

* 
* 
* 

land titling 
agricultural support packages 

assistance with settlement of family and friends. 

d. Possibility of structuring and coordinating large in

tegrated development packages through private contrac

tors - held to performance targets - in order to avoid 

delays and management problems inherent in letting many 

small contracts. 

. . . . • . • . . . 5/ 



e . What is Government policy on encouraging concurrent 

non-tranmigrant development in the area of settlement 

schemes to provide a source of subsidiary employment 

for transmigrants - and how will this be implemented. 

f . Will the R. IV target of 750,000 be achieved - if not, 

why not. 

5 
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DRAFT TRANSCRIPT : PRESS CONFE RENCE GIVEN BY AUSTRALIAN 
AMBASSADOR TO INDONESIA, MR BILL MORRISON AT THE PORT 
MORESBY TRAVELODGE SUNDAY 15 SEPTEMBER. 

Media Representatives Present: Trevor Watson (ABCTV and 
Radio), Melissa Robert~(the Australian), Weni Moka (NBC), 
Francis Iaubihi (NBC), Noel Pascoe (PNG Post-Courier), 
Alfred Sasako (Niugini Nius), Graig Skehan (AAP), Roger 
Crabb ·· (Reuters, Hong Kong), Mark Baker (The Age). 

Morrison: First of all this is an unusual situation. I'm 
here as a guest of the Papua New Guinea Government 
and that goes back to my association with Papua 
New Guinea over ten years ago, in the three ' years 
moving through self-government to independence 
when I was the Australian minister responsible. 
So I have a keen interest, in fact an affection 
and an attachment to Papua New Guinea. Currently 
I'm the Australian Ambassador in Indonesia and 
I see it a~ one of my tasks, my roles, given that 
there are differences of opinion, and it would be 
silly to say that there weren't differences of 
opinion between Australia and Indonesia, between 
Indonesia and Papua New Guinea. Because of my 
own familiarity with this area I see it as one 
o f my tasks, one of my responsibilities to at 
Least know what it happening in the three 
countries. Dealing wi ·th it pragmatically, 
dealing with it in terms of what the facts are, 
because one tends to feel that a Lot of the 
reporting ••• , and I'm not just making a comment 
here about the press I think it goes through 
politicians as well, is based more on emotion 
than on fact, and I believe it's very important 
that any assessments that any of our three 
countries make be made on the basis of fact, 
that we Leave the emotion and the propaganda 
out, and so I think it .'s very very important 
that each of us - Papua New Guinea, Indonesia_ and 
Australia - should seek to understand each other. 
That doesn't mean to say that we agree with each 
other. But I think its very important that we 
should seek to understand each other. So that, 
I suppose, is one of the main reasons that, having 
heard that several of you were interested in talking 
to me about Irian Jaya, that I accepted that 
invitation. Now as far as Irian Jaya is concerned 
I've only been in Indonesia four-and-a-half months 
as the Ambassador but my association with Indonesia 
goes back over thirty years. The first time I went 
to Indonesia was some thirty years ago. And I've 
been a frequent visitor in various capacities to 
Indonesia in that period, and equally of course 
I've been a frequent visitor to Papua New Guinea 
and every now and again I get a chance to·revisit 
Australia. But it is important I think to 
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understand that Indonesia regards Irian Jaya as 
province of Indonesia and it has set out to 
develop Irian Jaya as a province of Indonesia~ 
My own trip which I just finished the day before 
yesterday was ten days in Irian Jaya, which is a 
fairly Long tour for heads of mission to any 
province. There are 27 provinces in Indonesia. 
We had available to us a RAAF Caribou aircraft 
which the Indonesians quite willingly accepted 
we could take into Irian Jaya and we visited 
Jayapura, Sarong, Manokwari, Wamena, Tanah Nerah, 
Merauke, then back into Jayapura. During that 
time we had the opportunities of discussions, 
very detailed, very frank discussions with the 
Governor of Irian Jaya who happens to be in this 
hotel at the moment, Isaac Hindom. He is a 
member of the Indonesian delegation to the PNG 
anniversary celebrations. Also with the Military 
Commander of the Indonesian Forces, General 
Simantundjak. And also with the , 
they're the district commissioners of the various 

or districts in Irian Jaya. The 
discussions, as I say, were detailed detailed 
and Long. I had a big team with me from the 
Australian Embassy. I had the Defence Attache, 
the Air Attache, the Political Counsellor, the 
ADAB (Aid) Counsello.r, the Cultural Attache and 
a Second Secretary. So it was rather a Large 
team going through. And we certainly got all 
the faci Li ties made available to us by the 
Provincial and Indonesian Government, so I have 
absolutely no reservations that we had an 
adequate opportunity to see what we wanted to 
see and talk to who we wanted to. So in that 
sense I feel it was, in- the ten days ••• there 
are Lots of places one doesn't get to, probably 
things one would like to have done that one didn't 
get around to doing, but certainly in the ten days 
I got an impression of lrian . Jaya. I know this 
side of the border very well from my previous time 
in Papua New Guinea. The other side of the border 
this was the first time I'd had the opportunity to 
get there. Now the things that occur to one coming 
in to Irian Jaya, I suppose there's three things 
that impressed me on the way in to Jayapura and 
didn't change much over my whole time in Irian 
Jaya. One is space, the other's churches and the 
other's schools. In many ways that first fleeting 
impression does typify a great deal about Irian 
Jaya. It's sparsely populated, the total population 
of Irian Jaya is about 1 .2 million people. It•s 
an area as Large as Spain and when o~e starts to 
think about transmigration, must be clear the 
Indonesians did not invent transmigration. 
Transmigration started well before Indonesian 
control. Both official transmigration and 
voluntary or spontaneous transmigration in the . 
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Dutch period had been going on, particularly 
from the areas of 
So there had been a Large number of people 
coming in to that area well before the 
Indonesians took over control, formally in .1969 
bu{ as from about 1963 under the United Nations 
tr~nsfer arrangements. So when one thinks about 
transmigration, Let me say quite clearly that 
the Indonesians regard transmigration as an 
internal matter, and the transmigration ••• I 
suppose Looking at it from the viewpoint of a 
politician, there is a compelling attraction to 
politicians in the notion that there's 1.2 million 
people in an area as Large as Spain. On the island 
of Java, one-third of that size, there are one 
hundred million people and many of the people of 
Java, Central Java particularly, have no Land. 
They're Landless peasants and one of the main 
purposes of the transmigration within the national 
character of Indonesia is the trans f er of population 
from the very crowded areas of Central Java 
particula~Ly to other provinces. Now the figures 
on transmigration ••• I think we're dealing with 
facts ••• as I'm saying we're trying to get away 
from mi LL ions and mi LL ions of people coming in 
or whatever may be the conventional wisdom in 
other parts of the world, but up to date there 
has been something of the order of eighty thousand 
official transmigrants in.to Irian Jaya. There 
has be2n something of · the order ••• and it's very 
hard to get the figures on this ••• somethi ng in 
the order between a hundred thousand and a hundred 
and fifty thousand of spontaneous migrants. These 
are people - a Lot of them are cassowaries, a Lot 
of people from the come in. Under the 
present plan the replete of four, that is the 
national plan of Indonesia between 1984 and 1989, 
the target, and I say . target, is 137,800 fami Lies. 
Now this in terms of souls, is about 660,QOO. 
It is also important to keep in mind that under 
the transmigration scheme in Irian J.aya . there is 
a notional 25 per cent of the total transmigration 
who are what are called translocks, that's people 
who actual.Ly Live in Irian Jaya. Now they don't 
have to be Irian Jayanese per se, they could be 
people who are registered as residents of Irian 
Jaya. So this would mean that in that period 
1984-89 what the plan is Looking at is a net 
addition of about five hundred thousand people 
from outside Irian Jaya. Now I don't think here 
I'm making a value judgement but it's based very 
much on what we saw, that that target is going to 
be ' achieved. And there's several reasons why our 
asse~sment that it won't be achieved ••• I think 
the Indonesians are now being much more careful 
in the selection of transmigration sites. There 
have been some transmigration sites that ~ere 
selected just because they happened to be flat 
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ground and cleared. I think anybody who knows 
anything about agriculture, when you see flat 
ground and no trees you can bet your bottom 
dollar the soi L's not good. And that, as it 
turned out, was one of the cases that those 
areas that wer.e very easy to bring into 
production weren't suitable for intensive 
agricultural production. So I think that the 
Indonesians, being far more selective now in 
the selection . of sites, and they're certainly 
doing a Lot more in the preparation of sites. 
So I would suspect that there's going to be a 
shortfall - 30% or so - in the total transmigration target. The next thing one Looks at is the question of the army and how many soldiers are in Irian 
Jaya. Now we had the opportunity of talking 
with the commander of the def~nce force there. 
The command of Irian Jaya also covers 
There has been a reorganisation of the 
Indonesian defence forces that have come into 
effect just recently and the , that is 
the military district of Irian Jaya in fact 
also includes The forces on the ground 
in Irian Jaya, and in fact they're very thin on 
the g round, comp r i s es four bat ta_ Li on s • There ' s 
three infantry battalions and one airborne 
infantry battalion. And that gives a total of 
something of the ~rder of 2,700 soldiers in 
Irian Jaya. They don't have much in the form of d e dicated naval and air support, in fact there is no Indonesian naval ships stationed in Irian 
Jaya. The airforce dedicated to Irian Jaya is 
in fact very small. In Jayapura there is 
Literally only one helicopter there for the use 
of the commander, and in fact I found that one 
of the ironic things was that a Lot of the 
soldiers including the commander move around the 
province in the missi-0nary aircraft. So 
certainly the army is very thin on the ground 
and doesn't have a greaty deal of dedicated 
transport. And one has to recognise ••• I suppose the change I noticed coming across the . border the 
other day in the aircraft was roads, . you get these 
first impre.ssions, the first thing coming across the bor.der into Papua New Guinea was roads running into Vanimo and Wewak. There is very Little 
coming out of Jayapura,. that's probably about a 
hundred kilometres of the north-south road which 
is go·ing to take a .Long time to bui Ld between 
Jayapura and Merauke. Places Like Wamena in the 
Baliem Valley where population of 340,000 is the 
Largest concentration, this is in the high valleys. Wamena is not unlike Mount Hagen. There is no real communication with any other party of the 
province, it's isolated. Wamena is completely 
isolated from the · rest of the province. The only communication is in fact by air. No roa~s, no 
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no rivers, nothing gets anybody else to Wamena 
unless it's by air. So road communications are 
not well developed. There are a Lot of plans 
for the north-south road, various other roads 
in Irian Jaya, but the road communication in 
Irian Jaya is far less than the road communication 
in Papua New Guinea. So any army operations has 
got this · enormous problem of communication. I 
thou~ht I'd just mention a bit about the OPM. 
It certainly has a decreasing influence in Irian 
Jaya. I would suspect that most members of the 
OPM are probably in the cross border camps on PNG 
territory - Blackwater and other places. Talking 
to the missionaries we had, as usual on these 
occasions, the official Line from the Indonesian 

. authorities that, as representative of the 
Australian government we tend to cross check our 
information. But the missionaries were pointing 
out that a number of villagers close to the 
border areas, that the villagers themselves are 
now informing the Indonesian authorities of when 
OPM peopl~ come into the village and this they 
see as a marked change. I think the villagers 
become sick and tired of being the meat in the 
sandwich, where if the Indonesian patrols come 
through and they've had anything to do with the 
OPM then they're in difficulties, the OPM come 
through and the Indonesian patrol's been before 
them, then the poor villagers . - they're getting 
it both ways. ~nd I think, certainly our 
assessment, talking with both government offici~Ls 
and with missionaries, is that the people just 
want a quiet Life and they see the OPM as 
disrupting that quiet Life. Also, the views that 
we got from some of the missionaries who have had 
contacts with the border crossers in the camp, 
a Lot of the border crossers won't come back, but 
they're prevented from doing so b~cause of OPM 
control of those camps, and also the · possibility 
that there will be repercussions back in Irian 
Jaya from the Indonesians. Now whilst I was in 
Jayapura I made representations on behalf of 
Amnesty International. Amnesty International 
had given us the names of seven people who they 
had reason to believe something had happened to. 
I raised this question with the governor and he 
undertook to get the details of what happened. 
Now the seven people - we got this report. 
Three had been arrested on return to Irian Jaya, 
one was a deserter from the Indonesian armed 
forces and the Indonesians made it very clear 
that any people. who have got a criminal record 
when they returned~ or if they returned to Irian 
Jaya, will be charged and placed under arrest 
and brought to trial. Now one of the people 
named had been a member of the Indonesian armed 
forces and was a deserter and he's been tried as 

I . 



6 

a deserter. Two others had, or alleged to have 
committed criminal offences - robbery and so on -
and they are also in jail awaiting trial. One of 
those named died and we are informed it was from 
natural causes. His widow is in fact free and 
Living in a village in the border area. Two of 
the others named are free and are Living in the 
same village as the widow of the person who I 
said died of natural causes. The other person 
they just had no record of. As far as we can 
understand the Indonesian position the border 
crossers, the simple peasants going across, they 
can come back and they wi LL be assisted in . 
resettling in Irian Jaya. Those who have a record 
of OPM activities wi LL be arrested and they will 
be charged. So I think it becomes a question of 
assessment of how many have been active OPM 
operators. They certainly will be charged and 
tried. Those others, and I would suspect probably 
the vast majority of the simple folk, who have by 
various threats or propaganda or feelings, have 
moved a c r o_s s the border, cert a i n Ly as we ' re to L d, 
they can come back into Irian Jaya and just take 
up Life as they Left it. I think that's a broad 
coverage, I've tried to touch on a number of 
points there .that are based on our actual 
observations whi Lst we were there. There are 
some · issues I kno~ you'll probably want to. ask 
m e a b o u t , I ' L L h a v e t o r e s i L e . f r o m m a k i n g a ny 
statements on Australi'an government policy, if 
you want Indonesian government policy you can 
certainly get it from General Soerono who is 
here on . the Indonesian side, and for Papua New 
G u i n e a g o v e r n m e. n t . p o L i c y I s u g g e s t y o u a s k 
Michael Somare. But I would be happy to elucidate 
or expand on some of the factual points and it's 
what we're . dealing with here, the factual 
situation as we saw it in Irian Jaya. 

a. Would there be any chance of a separate interview for 
us 

Morrison: I'd rather get this out of the way now. 

Q. Mr Morrison, what is your single Lasting impression of Indonesian administration of Irian Jaya? 

Morrison: Well Indonesia regards Irian Jaya as a province 
of Indonesia, certainly the dynamic of the 
Indonesian society is towards national 
integra.tion, forging a national identity and 
this is very much a statement of the Indonesian 
position. They regard all of Indonesia as one 
nation. The motto of Indonesia is "unity through 
diversity," except that there are di ·versities in 
the various cultures. It's certainly not. 
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"Javanisation." We do seem to have a misconception. It's not the Javanese language that is spoken thoughout Indonesia, its Bahasa Indonesian which is not Javanese. There are many many many different groups and cultures whose cultures are respected, so I suppose my Lasting impression is that Irian Jaya is regarded as a province of Indonesia and it fits in with the overall pattern of Indonesia towards national integration. 
Were you convinced that the Melanesian culture is being respected Sir? 

Morrison: Yes, in several ways. I suppose that one of the predominant f .eatures, and of course when you're talking about Melanesian culture I think there's another thing .we have to go back to. That was under challenge from . a hundred years back when the Christians came. Irian Jaya has got a population, notionally anyh-0w, eigh ty percent Ch r i st i an • Now that ' s not . n e c es sari Ly a feature of a Melanesian society but its a f e ature of the Irian Jayanese society. So i .ts eig hty percent Christian. The language used is Ba hasa Indonesian, but I think it would be absurd to regard this as a Javane.se Indonesian imperialism because it happened to be the lingua franca of the area long before the Indonesians came there. And if you didn't have Bahasa Indonesia or Pidgin Indonesia or English you'd have · to invent one because there are 250 Languages in Irian Ja y a and so one does require, and if one didn't have one invent one, a language so Bahasa In donesia is the Lingua franca, it's the form of comunication. 0 t h e r f e at u r e s of t h e so c i e ty , c e r t a i n Ly a s f a r a s t h e cultural patterns, the overt cultural patterns of song, dance, handycrafts and so on, they are being supported and sponsored, but it is becoming more and more a part of the very Large and very distinct groupings within Indonesia 
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crossing the border . I think basically it is that 
change is taking place, change has been taking place, 
that there is an uncertainty amongst the individual 
people how they fit in, they ' re very susceptible to 
propaganda and I think that's where the dPM has its 
advantage. 

0 : So you saw no evidence that would support various allegations, 
including allegations from Amnesty International of human 
rights . ......... . 

Morrison: No we .saw none of those and as I say I took up the 
issues of the Amnesty International, it was the only 
thing that Amnesty International asked us to do. 
I was quite happy to do that, and I think the response 
we got from the Indonesian authorities was such that 
within their legal processes they believe they were 
doing the right thing, and so I'll pass that back 
to Amnesty International. 

Q. If you were then satisfied with Indonesian administration 
of Irian Jaya Sir, how do you explain the ten thousand 
refugees, supposedly now on this side of the border, or 
reportedly on this side of the border. 

Morrison : Well, that's what I was seeking to explain, the power, 
it seems to me that people have gone across. I 
think its been directly through the activities of 
the OPM and they have gone across ·the border. 
Simple folk, perplexed by changes that are taking 
place and feeling that they just can't fit in. 
In the areas, some of the tribal groups in the 
border areas we saw are a very simple, I suppose 
one can use , one shouldn't but one does use the 
word primitive, and I think they are perplexed by 
the situation, where there was an Indonesian 
situation or that situation or even a Papua New 
Guinean situation and it is a continuing problem 
and I think the, certainly I found a high degree 
of sensitivity by some of the Indonesian .administrators. 
But one of the points I should have made was that 
Indonesian administrators there are largely Christian. 
The General, the Batak General, is a Christian. 
The Governor is a Christian . There are a number 
of lrianese now in the administration. Five of the 
nine parties, that's five of the nine district 
officials, are Irianese. Given that Indonesia 
is what, over 90 percent Muslim, there is an 
extraordinary number, well out of proportion to 
any representtion, of Christians, Indonesian 
Christians in the administration of the province . 

! 0. What did you learn of OPM activity, Sir, if anything? 

... 91 . 

I 
I 1 

l 

I 
J 

I 
I 
j 
J 

~ 

l 
I J 

l J 

I j 

I 
j 

J 

. I 

.1 

1 1 

I 



.. 

Morrison : 

9. 

Well we ta lk ed both to the military. The military 
had pointed out that in the area that's central to, 
just south of the central area, there had been a 
lot of OPM activity. The Christian missionaries 
both CAtholic and Protestant, we spoke to gave us 
some insight into the activities of the OPM. But 
I think that certainly within Irian Jaya now, 
moving once one gets away from the immediate border 
area certainly over in the Bird's Head area, there is 
no mention of OPM, no activities whatsoever, and 
I would suspect that most OPM activities now are 
probably in the border camps . 

0 : Are you suggesting that there are OPM guerrillas operating 
from the PNC side of the border? 

Morrison: No, I don't know that, and I'd think you'd have to 
ask the PNC authorities of that assessment, but 
it does seem to me that the influence carried out , 
the influence exerted in the border camps is in fact 
OPM . 

0 : How you you be certain, you said earlier that you said that 
your view was that OPM was certianly a declining influence, 
now how can you be sure of that? 

Morrison: In, well in Irian Jaya. Mainly from the observations 
that the missionaires have made, their contacts and 
they've got people actually in these villages, 
msisionaries in these villages, and it was their 
assessment that the influence of the OPM in the 

.villages was declining . And in fact there is a 
growing feeling and I'm taking this fact from one of the 
Catholic mission ' s, that the people are resenting the 
presence of OPM and are in fact reporting when OPM 
people come into their village . 

0: Why do the people resent the activities of the OPM Sir? 

Morrison : I think essentially that people basically want a 
quiet life, and the OPM attract the attention of 
the Indonesian authorities and the villagers, a lot 
of the OPM membe r s are their wantok. So they feel, 
I suppose, a certain affiliation with them, but its 
increasingly getting to the stage where because of 
their presence, and the fact that then attracts the 
Indonesian attention, that they're caught in between, 
and they just don't want to do that. 

0: You also said that indicated that the OPM was bringing pressure 
to bear on people first to cross the border and then once they're 
in the camps not to go back . What kind of pressure are they 
bringing? 
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Morrison : Well , I' ve j us t had reports of , within the Blackwater 
Camp, that a lo t of people want to get back, but they 
can ' t. They a r e stopped by the OPM, but I think if 
you ask t he Papua New Guinea authorities they would 
probably be in a better position to give you details 
of it . 

0: What did you learn Sir , of military activity against the OPM , 
Indonesian military activity? 

Morrison: Well, very little . In the province of Mindiptana, 
was an area where the military commander in Miraka, 
said that they were having difficulties there. But 
what I gather of the activities against the OPM is 
they ' re tending to take a cordon sanitaire approach 
of just leaving them in particular areas, and preventing 
them in f~ct from moving out from those areas. 

0 : Did you learn anything of the fate of those border crossers who 
have chosen to return to Irian Jaya? 

Morrison : Well, the six particularly who took up from the 
Amnesty International yes. Others have gone back 
to villages, but we were just following up a very 
specific example that we were asked to follow up, so 
I can really only talk definitively about those 
particular six . 

0: You mentioned one who died , reportedly of natural causes, 
what evidence were . you given of the actual ·cause of his 
death? 

Morrison: Well, he ' d suffered a fever, and that he'd 
come back with his wife, I didn't talk with his 
wife, but that he had died of natural causes, and 
that his wife was living freely in a village. 

0: So, you've based the .. .... ... on the Indonesian authorities 
say so. 

Morrison: Sure 

0 : There is report carried here on the NBC only last week, that 
a British human rights group , based in London had said that 
the transmigration program was a form of genocide. Is there 
anything you saw that could ah 

Morrison: What does that mean? 
what does it mean? 

What is a form of genocide -

0 : Well, they were saying that it was it was destroying the local 
culture and perhaps killing local people - driving local people 
out of the country - Melanesian people . They are not paying 
for the land which is traditionally Melanesian -

• . , . 11 I 



I 
I 
j 

I . 

i 
1 · 

I 

, 

11 . 

Morrison: Well there are difficulties in that area. You know 
when they use these phrases like genocide, what I've 
been trying to say that in order for our three 
governments to comprehend what's happening we should 
really be looking at facts and once these emotive words 
come in I think we destroy out attempt to understand 
them. Now I'm not saying that I agree as an Australian 
with everything that's happening in Indonesia, or in 

Q: 

. Papua New Guinea or for that matter in Australia, but 
I think it's very important that we settle down to 
understand what is the situation. Those areas where 
we have a legitimate degree of concern, and those 
matters that we should through our diplomatic processes 
bring to the attention of the other government, and that 
is as I see my role. 

Mr Morrison, on that very point, one of the problems with 
Irian Jaya, it seems to me over the years, is that there 
hasn't been enough outside monitoring or close enough outside 
monitoring of the situation since the United Nations accepted 
the Indonesian vote in 1960. Do you see a need for a greater 
relaxation of, you've made a short visit, · you've only had 
access to the Indonesian side, not so much to the Melanesian 
side, there and the OPM 

Morrison: Oh no. no - come off it, Ive - as I said five of the 
nine parties are Melanesian -

0: But in a wider sense, do ~ou see a need for a Indonesia to 
relax its restri~tions on people'from the outside looking 
at what is going on in Indonesia? 

Morrison: Well, I suppose with - access is a matter of 
government policy. I'm concerned we don't have 
more Australian journalists in Indonesia. I've 
made this point very clear to the Indonesian 
authorities, seeking border representation by 
Australian journalists in Indonesia. These 
were points I've taken up directly with the 
government leaders in Indonesia. That's essentially 
a point with the Indone.:ian authori·ties. We can only 
get that through diplomatic representation. That 
certainly is something I'm seeking to do in Indonesia. 

0: Would you like to see the United Nations, greater direct 
United Nations involvement for example in any repatriation 
program where the United Nations were involved in the Irian 
Jayan side, to monitor what was going on with people 

Morrison: Well, I don't a country like Australia would accept 
a United Nations presence in dealing with Australian 
aborigines and I'm one of the strong critics of our 
policy towards aborigines. As I say, Indonesia 
regards Irian Jaya as a province of Indonesia, and 
as any· national government has . reservations about 
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the presence of other authorities dealing with what 
it considers to be its own internal affair. As I 
say we would raise very strong objections to a United 
Nations ' mission reporting on Australian aborigines. 
Certainly I ' m not happy, and I suspect a lot of us 
around here are not happy with our treatment of aborigines 
in Australia . 

Q: Sir, this might sound like sel f interest, but did you take up 
the issue perhaps of the ABC's ccirrespondent in Indonesia. 

Morrison : Well this happens to be a, I think if you've looked at 
1983 report of our parliamentary delegation to Indonesia 
there's about two and a half pages on that particular 
question. 

0: What has been the response of the Indonesian authorities? 

Morrison: I don't think that ABC would win a hit parade in 
Indonesia. 

0: Sir, during your discussions with the authorities in Irian 
Jaya did you by any chance raise the question of the killing 
of Arnold Ap which the Indonesian Government has never admitted 
doing so . 

Morrison: Yes, I didn't - previous Ambassadors. We've had a 
number of visits into Irian Jaya over the last three 
or four years and one of .my predecessors had raised 
that an ih talking with the Indonesians, the position 
they put is that Arnold Ap was under arrest, that 
there was an escape and that he was shot during the 
escape . 

Q Do you accept that? 

Morrison: I've just- I was not there, so I've got no other 
evidence . I ' m just te l ling you what was told to us 
by the Indonesians . 

0 : · I was sent photographs reportedly of Arnold Ap which showed 
signs of torture and mal- treatment before ... 

Morrison: I can ' t comment on that. I didn ' t know Arnold Ap 
and I certainly wasn't in Indonesia when this took 
place . 

0 : Another border question . You said earlier on that villages 
in Irian Jaya could become the meat in the sandwich so to speak 
and you said that an Indonesian patrol arrived and the village 
people had something to ~o with the OPM they could be in 
trouble. What sort of trouble . 

Morrison : We l l, I . think they would be you know asked to report 
on what has been happening and if the OPM was still 
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the r e I 1 m s ur e tha t the I ndonesian authorities would 
take moves against the OPM . 

0: Would that include the Dongis - getting mixed up with the OPM. 
How can you tell one Melanesian apart from another one. 

Morrison : I think the the OPM people are fairly well known in 
the villages and I say the villagers are now reporting 
that the OPM are reporting to the Indonesian authorities 
the presence of OPM members. 

0: How confident are you after a . ten day visit of being able to 
judge the attitude of Melanesians in Irian Jaya towards 
transmigration? 

Morrison: Well, unless I talk to the 870,000 individually, I 
couldn't be. But what one has to do on occasions 
like this is to use one's own experience is assessing 
situations, talking with the Irianese, with the 
Indonesians, and making the best judgements one can 
make . 

0 : How do the local people actually feel, I mean you said anything 
for a quiet life. Is it simply that they want the shooting to 
stop or is that they like the Indonesians? 

Morrison: Well, it's a multi - racial society . I found for 
instance amongst some Irianese not a concern about 
the Javan~se, but of concern about the Makasaris. 
In fact there was an incident a few months ago when 
two Makasaris - traders - had been kilied in a market 
just out out of Jayapura, and that really had nothing 
to do with any more than th~ Makasaris had been ripping 
off the Irianese in some trading arrangement, and they 
just got completely frustrated by this and killed the 
Makasaris . I n a number of the transmigration camps we 
went to, there were a stipulation that up to 25% of the 
members of the transmigration camp should be locals. 
Now this can be residents, it is not necessarily ethnic 
I r ianese . But people who had investment in the 
territory for a l ong time , and as I said the Indonesians 
didn't invent transmigr at i on. The Dutch had been 
doing it long before. And some of the places, 
particualy one outside Jayapura the Irianese the 
transloks, that ' s other groups who are resident plus 
Javanese , were working together in the site, certainly 
in judgements, they're al l judgements, the relations 
seem very good . No doubt as in Australian towns, when 
you ' re talking about . .. ... . . . .. . . . and find the 
neighbourhoods under attack by Greeks or Italians or 
Vietnamese or whatever, you have a resistance to it . 
I ' m not saying that this doesn 1 t happen. Multi
raci°al s_ocieties are very difficult to operate in 
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any event. But certainly in the three, four 
transmigration sites we saw, where people are 
working together I reckon the race relations are 
about as good as one can expect from a multi
racial grouping. 

O: Sir, from what you've observed, can Indonesia do anything 
to stop the border crossers. 

Morrison: Well, I think - I suppose one of the problems and 
there is a very big problem, both for Indonesia 
and Papua New Guinea is what one does about the 
border camps. And there are ten thousand plus 
as I understand it in border camps. Those who 
have been guilty of what the Indonesians regard 
as sedition against Indonesia which is OPM seeking 
to overthrow the government of Indonesia, they 
certainly would be charged and jailed if they 
return to Irian Jaya. But I think it becomes a 
question - their border talks are going to be 
taking place in Rabaul in next week I think, and . 
this is a matter that both Indonesia and Papua 
New Guinea are giving great attention to of now 
to resolve the problem of the 10,000 and those 
going back across the border. The Indonesians 
have said, and its a statement of their .policy 
that they're happy to organise the return of the 
border crossers tci Irian Jaya. But th~y've made 
it equally clear and I think the report we got on 
that select group of six,· shews tha·t tl1ose who 
the Indonesians hav~ regarded as undert~king anti
Indonesian programs will be charged. But I would 
think - I don't know - the numbers of people in a 
place like Blackwater who that would apply to. 
Whether it's 90% who would have no record whatsoever , 
they've just come across with . the mob. They could 
easily go back, but those who have and active OPM 
members and those who have deserted from the armed 
forces. they certainly would be and the Indonesia 
Government has made it very clear that they will be 
charged and tried. So this will give them some 
hesitation about going back. 

0: Did youhave any desire to meet with OPM people in Irian Jaya. 
Did you request to do so, and would you have got a more even 
picture 

Morrison: I wish - that the last question had been a bit more 
pertinent. You just don't go along and say I want 
to meet an OPM guy . I suppose if I wanted to I 
could go into Blackwater camp but that's not in my 
area of responsibility. 
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.... on the Indonesian side? 

Well, how does one go .about it? 

0: Do you think that that weakeQS your assessment ........ . 

Morrison: ...... we had, were very predictable about their 
aims and their objectives, I would think that 
the aims and the objectives of the OPM are fairly 
well known, they want an independent Irian Jaya. 
The Indonesian Government is not prepared to 
contemplate that possibility and so they are 
regarded as they are acts of sedition against the 
Indonesian authorities. So I don't thin~ that 
a conversation with the OPM would be reveal much 
more than that . 

0: Can you foresee the OPM perhaps staying in the bush and doing 
what they're doing for another generation or so? 

Morrison: All these things are possible. 

THE END. 
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SUMATRA 

DESCRIPTION OF LAND AREA POTENTIAL 
FOR SETTLEMENT IN PROVINCES 

IN THE OUTER ISLANDS 

(Prepared by D. Donald and Derek Holmes) 

October 1985 

ANNEX 
Page 1 

1. North Sumatra. North Sumatra has already reached a high state of 

tree crop development. Some sites are still being developed under the 

transmigration program but an increasing proportion of settlers will be 

"local." The rate of new estate development in North Sumatra will reduce as 

most of the best land has been taken up. Remaining underutilized uplands are 

severely degraded, while most of the swamps cannot be reclaimed. Low grade 

rubber is quite extensive and part of the settlement capacity will be found by 

tackling this problem. In the very long term agricultural development will 

probably be insufficient to absorb more than local population expansion and as 

far as population movement out of Java is concerned numbers will only be of 

the sort resulting from family relationships. As mass movement from Java is 

already at a low level this is likely to be negligible. 

2. Aceh. A few sites are still under study and implementation, but in 

general terms there is no land remaining of a reasonable standard for new 

settlement. Few of the remaining swamps can be reclaimed, but there would 

still be some potential for expansion of tree crops into the mountains 

locally. 

3. West Sumatra. As for Aceh, probably lower potential. 
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4. Riau. The remaining areas suitable for arable use, as either dry 

land or wetland, are now under study and will be settled by the end of 

Repelita IV. Trans V studies will cover most of the rema1n1ng land that is 

available for tree crop development and this will be the major mode of 

resettlement through Repelita V. Arable infilling will continue to be quite 

extensive however, especially if problems of land reform are tackled in areas 

of low grade rubber. In Repelita VI, expansion of tree crops will continue 

into the mountains, with continued infilling in the plains, principally by 

"local" settlers (families of transmigrants). Further agricultural settlement 

beyond Repelita VI cannot be envisaged. 

5. Jambi. As for Riau but on a smaller scale. 

6. South Sumatra. The future of new agricultural settlement after 

Repelita IV will be dependent almost entirely upon the GOI's readiness to 

tackle the socioeconomic problems of extensive privately-owned low grade 

rubber. The forecast settlement schedule will be achieved only through this 

means. A substantial proportion of the new settlement on rubber lands may be 

using an arable model. After Repelita VI, no further transmigration can be 

envisaged, any resettlement being entirely local in origin, and mainly 

confined to infilling. 

7. Bengkulu. After completion of the projects now under 

implementation, any future development will be confined to tree crops on steep 

land, which will carry high capital and running costs. There is already a 

movement of "local transmigrants" from Lampung, with the risk of the sort of 

serious watershed degradation that has already occurred in the Ogan-Komering 

watersheds. Transmigration from Java is likely to cease early in Repelita V. 
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8. Lampung. Ongoing resettlement into Repelita V will consist entirely 

of "local" settlers from transmigrant stock. Any remaining "new" lands will 

have been utilized well before the end of Repelita V. 

KALIMANTAN 

9. West Kalimantan. Most new settlement will be on land that is 

already under shifting cultivation, and degraded to a certain extent. Trans V 

will be a test case of the feasibility of settling this land, and GOI's 

willingness to tackle the socioeconomic problems involved. Although the 

issues are less sensitive than those involved in rubber land, a marked 

reluctance to accept reform will probably need to be overcome. A more 

rational attitude to planning by the forestry authorities will also be 

required than prevails at present (grasslands classified as Limited Production 

Forest without prospect of release). 

10. Assuming successful implementation of these social reforms, there 

are considerable areas of low-grade lands available for development, 

principally under tree crops, and transmigration from Java should proceed well 

into Repelita VI. Beyond this, the requirement for local settlement is likely 

to seal off opportunity for further inter-insular arrivals, although infilling 

should proceed to beyond Repelita VI. 

11. However, the estate crop sector will need to play a much bigger role 

than it has hitherto in the development of Kalimantan in general. 

12. The peat swamps of West Kalimantan and elsewhere are still rated as 

inherently unsuitable for agriculture, and even if models for their 

utilization are developed (such as charcoal brickets), the impact on new 

settlement is likely to be small. 
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13. Central Kalimantan. The total capacity for this province is 

believed to be as high as or higher than any other. It remains to be seen 

whether this is an illusion gained from the fact that this is the only 

province on which Phase lb studies have been completed so far. However, the 

potential will be realized only if land under forestry status is released, if 

social roblems of existing land use (mainly close to the river) are overcome, 

and if the estate sector becomes heavily involved in the development. The 

latter constraint is unlikely to be removed until infrastructure has been 

improved. 

14. A sharp increase in settlement rates are scheduled from 1986/87, but 

this will depend heavily upon resolution of these constraints. Most of the 

development will be under tree crops in areas which are presently remote, 

though some dryland and wetland settlement will continue throughout in the 

coastal areas. High levels of settlement can probably continue through 

Repelita VI, almost entirely from Java. Beyond Repelita VI, settlement rates 

are likely to fall sharply, and the proportion of local resettlement will 

increase, and any further developments can take place only in montane areas. 

15. The question of the near-coastal infertile drylands remains open. 

Even tree crops require very high nutrient inputs, but proximity to future 

markets could provide the incentive for the kind of intensive arable cropping 

that is the alternative option. The scheduled targets include development of 

this zone, but not of the adjacent peat swamp. 

J 
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16. East Kalimantan. This province is very similar t o Central 

ANNEX 
Page S 

Kalimantan in the scale of its potential, the emphasis on tree crops and the 

nature of the present constraints. Tree crops will dominate the development 

throughout. Forestry status, undeveloped infrastructure and the lack of 

implementing agencies in the estate sector are constraints that must be 

resolved. Development of the proposed industrial complex at Sesayap in the 

northeast (based on wood pulp industry) will be a maJor boost for new 

settlement in this region. All the upland area damaged by the 1982-83 forest 

fires should be developed, mainly under tree crops, during Repelita V or 

earlier. 

17. Beyond Repelita VI, settlement rates are likely to drop rapidly, 

being confined to remote submontane areas and infilling, and with a high 

proportion of local resettlement. 

SULAWESI AND MALUKU 

18. Sulawesi and Maluku. As early as 1979 CIDA were forecasting that 

there was sufficient land in Sulawesi to accommodate only the surplus 

population from within the island. The settlement of 21,000 families from 

Java during Repelita IV will only serve to verify this forecast now. 

Remaining areas for development consist of degraded uplands, ultrabasic soils 

and coastal swamps that are both marginal and very costly to develop. 

19. In Maluku also, further potential for new settlement would be 

unlikely after Repelita IV targets are met. 
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IRIAN JAYA 

20. Irian Jaya. Major problems of land suitability are being 
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encountered in most of the target areas, and schedules through Repelita IV to 

VI are purposely kept at a modestly realistic level, in view of the other 

constraints of lack of infrastructural development, remoteness, inactivity in 

the tree crop sector, and social-anthropological problems. New settlements 

will progress at a steady rate and at a cost verging on the unacceptable, both 

in wetlands and upland, and tree crops will again dominate. The modest 

projected rates would, however, permit continued rates of settlement to beyond 

Repelita VI, probably for one further five-year period only. Sites will 

become increasingly remote, isolated and limited in area during Repelita VI. 
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THE WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
DATE October 23, 1985 

TO 

FROM 

EXTENSION 

SUBJECT 

AEP Asst. ~eKors, Division Chiefs, 

Ralph Wadsw~h ~Chief, AEPAl) 

74218 

and AARG Member s 

Regional Review - Compliance with Audit Covenants as of June 30, 1985 

The results of the last Regional review, showi ng compliance with 
audit covenants as of December 31, 1984, was circulated on May 23, 1985. 
These reviews are carried out every six months. Detai led analysis of compli
ance status as at June 30, 1985, prepared on the same basis as the previous 
statement is given in Table 1 and summarized below: 

Loan/Credit 
Commitment: Total No. of Sub-projects (iii) as a (Dec. 31) 
(~ Million) Sub-projects in com:eliance % of (ii) % 

Country: (i) (ii) (ii i ) (iv) 

Laos 53.2 4 0 0 0 
Malaysia 892.1 21 9 43 (26) 
Thailand 1,488.3 34 15 44 (69) 
Vietnam 60.0 1 0 0 (0) 
Philippines 2,243.0 49 2 4 (51) 
China 1,560.1 8 4 50 (25) 
Korea 2,472.8 37 16 43 (90) 
Indonesia 5,369.0 171 53 31 (24) 
Pacific Is. 134.2 7 5 71 (100) 

14 272.7 333 104 31 (40) 

( 12/31/84) (13,670.8) (292) (118 ) (40) 

(Dec. 31) 
Sectors (i) (ii) (iii) (iv) % 

Agriculture 5,479.8 203 66 33 (29) 
Education 1,748.4 19 2 11 (31) 
Energy 2,782.8 23 18 78 (81) 
Transportation 1,201.7 12 2 17 (33) 
IDF 1,507.1 21 9 43 (94) 
Urban & Water 1,552.3 55 7 13 (50) 

Supply 

14 272.7 333 104 31 (40) 

(12/31/84) (13,670.8) (292) ( 118) ( 40) 

P-1866 
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Laos and Vietnam have not submitted any Accounts. While audit performance of 

Indonesia and Malaysia has improved slightly, the performance of Philippines 
has deteriorated (only 4% compliance compared with Sl% at December 31, 1984. 

On a sectoral basis, while there is improvement in Agriculture, Education, 
Transport and Urban and Water Supply have deteriorated. These results are 

affected in part by the basis adopted for the analysis which does not result 

in uniform grace periods for projects with different accounting dates for 

submitting audited accounts (see para. 1 of Regional Review 12/31/84). 
However, the trend is clear. The following table analyses these three sectors 

by country: 

Education Transportation Urban & Water Supply 
-------------------Number of Sub-Projects--------------

In com-
Total Eliance % 

Country (i) (ii) (iii) (i) (ii) (iii) (i) (ii) (iii) 

Malaysia 1 0 0 1 0 0 
Philippines 2 0 0 1 0 0 15 0 0 
Thailand 2 2 100 2 1 so 
China 1 0 0 1 0 0 0 0 0 
Korea 4 0 0 s 1 20 lS 3 20 
Indonesia 8 0 0 2 0 0 22 4 18 
PNG & Pac. Is. 1 0 0 

19 2 11 12 2 17 SS 7 13 

Non-compliance in these sectors is .concentrated in Philippines and Indonesia. 

The following Tables analyse the extent of the audit arrears by 

country and by sector: 

Audit in arrears/(No. of Sub-Projects) 
Country Total !-year's A7cs 2-years' A/cs 3 years' & over 

Laos s 1 1 3 
Malaysia 12 10 2 0 
Thailand 19 13 4 2 
Vietnam 1 0 0 1 

Philippines 47 32 12 3 
China 4 4 0 0 
Korea 21 18 3 0 
Indonesia 118 83 IS 20 
PNG & Pacific Is. 2 2 0 0 

229 163 37 29 

(12/31/84) (174) (128) (2S) ( 21) 



Sector 

Agriculture 
Education 
Energy 
Transportation 
IDF 
Urban & Water 

Supply 

(12/31/84) 

Conclusions 

137 95 
17 14 
5 3 

10 5 
12 11 
48 35 

229 163 

(174) (128) 

~ 3 -

19 23 
1 2 
2 0 
5 0 
1 0 
9 4 

37 29 

(25) (21) 

While compliance continues to be satisfactory in Energy and IDF and 
there is slight improvement in Agriculture, performance in the Education, 
Transportation and Urban and Water Supply sectors is far below the regional 
average. Laos and Vietnam are once again the poorest performers, having not 
submitted any accounts for any period. It is too soon since the December 31, 
1984 returns to expect any significant improvement from actions taken, hence 
Regional Compliance continues to be less than satisfactory. 

In response to the Regional Review of December 1984, the following 
actions are being taken, (a) Mr. Walden is reviewing in the field the problem 
of Indonesian audit arrears and the suggestions made at AARG meeting on 6/10 
to determine whether the task involved should not be included in the TOR of 
consultants engaged under the Accounting Development Project, and (b) Audit 
arrears will be taken up as one of the issues during the next Country Project 
Implementation Reviews scheduled for Malaysia (November 1985), Thailand 
(January 1986) and Philippines (not scheduled). The results of the regional 
review and what further actions can be taken to improve matters will be 
considered at the next meeting of the Regional Accounting and Auditing Review 
Group. 

Distribution 

Messrs. Turnham, Blaxall, Davar, Walden (AEPDR), Wadsworth (AEPA2), Smith 
(AEPA3), Krishna (AEPA4), Burmester (AEPED), Sabeti (AEPTR), Nayyar 
(AEPEN), Colaco (AEPID), Sud (AEPUW), Price (AEFIN), Ranganathan 
(AEPA2), Deshpande (AEPA3), Sinha (AEPA4), Sung (AEPED), Thomas, 
Hoehenwarter (AEPTR), Bhatnagar (AEPEN), Su (AEPID), Van Vugt 
(AEPUW), Ms. Velji (AEPUW), Ms. Kulsrethsiri 

ARanganathan:jm (D-8:015) 
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THE WORLD BANK I INTERN/\ TIONAL FINANCE CORPORA TION 

OFFICE MEMORANDUM 
Di\ TE November 1, 19 85 

TO Distribution Below 
~/~~-

FROM K.G.V. Krish~a, chief AEPA4 

EXTENSION 72145 

SUBJE CT INDONESIA - Professor Timmer's Seminar On Indonesia 
Agricultural Policy Issues 

1. As proposed in Mr. Fateh Chaudhri's memorandum dated 
September 20, 1985, Professor Peter Timmer, now at the Harvard 
Graduate School of Business Administration, has agreed to discuss 
Agricultural Policy Issues in Indonesia at a seminar to be held 
at 10:00 a.m. on Thursday, November 7, 1985 in Conference Room 
C-610. Mr. Adi Davar will Chair the Seminar and Messrs. Karcher 
and Chaudhri will act as discussants. We would welcome your 
participation. 

2. Professor Timmer's draft memorandum is being distributed 
herewith. If yqu need additional copies of the attached note, 
please contact Mr. Fateh Chaudhri (Room E-624, ext. 76271). 

Distribution: 

Messrs: Karaosmanoglu, Yenal (AEN), Kirmani, Davar, Turnham, 
Karcher (AEP), Kaji, Linn (AEA), Baird, Bale (AEAIN), 
Schuh, Pickering, van Holst Pellekaan, Greenwood (AGR), 
Barghout (OPS), Altaf Hussain (EAP), Rao, Price (RSI) 

Mrs: Hamilton (AEAIN) 
AEPA4 Staff 

FChaudhry:ms:sc 

P-1 8 66 



To: 
From: 

M. Altaf Hussain 
C. Peter Timmer 

September 13, 1985 
Revised, October 31, 1985 

Subject: Agricultural Policy Issues in Indonesia 

I have just returned from Jakarta where Wally Falcon, Scott Pearson, and 

I prepared a major report for the .government on rice policy in Indonesia. 

Current surpluses are causing a full - scale reexamination of agricultural 

strategy, and our report is designed to address both the short- run stock and 

financial problems facing BULOG as well as the longer- run strategic rol e of 

rice in the rural economy. Since our conclusions with respect to 

diversification and government investment priorities speak directly to World 

Bank project selection, I am enclosing a draft copy of the team's report for 

your information. I must emphasize that the report has not been released by 

the government, even internally, and so this copy must remain confidential. 

However, an "informal'' copy has been delivered to D.C. Rao (or will be 

shortly ) , so t he Jakarta field office staff should be fully informed. They 

were also briefed by our team on Septemb e r 2. 

Based on your letter of July 8, 1985, my terms of reference are to 

describe the current policy issues and help you think about how t he Bank 

should engage the government in policy analysis and design. The enclosed 

report covers the first part of these tasks to the best of my ability at the 
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moment; the rest of this memorandum is designed to speak more directly to the 

Bank's role in sorting out the key policy issues and helping the government 

move in the right directions . In order to keep this brief, only the key 

points will be raised here. More detail is possible in my briefing in 

Washington in November and, of course, much of the Bank's potential role is 

discussed implicitly in the report. 

My colleagues and I feel strongly that the Bank's most important 

contribution to the development of a new direction in agricultural policy will 

be to reinforce the necessity to move toward further i~egration of the rural 

and urban economies. Diversification away from rice, especially on Java, is 

an obvious component of the process of structural adjustment in agriculture, 

but this shift can happen only if there are strong market linkages connecting 

non- rice agriculture to non-agricultural activities in the rural areas, and 

the rural economy to the urban economy. Such linkages depend critically on 

low-cost marketing and rapid communications. Developing them has both policy 

and investment components, to both of which the Bank can make major 

contribut ions. 

There is also considerable concern expressed in the report that 

infrastructure investments for rice, especially irrigat ion, and varietal 

research efforts be maintained at roughly their current levels. My analysis 

of the factors contributing to increased rice production over the past 15 

- 2 -



years suggests that between one- third and two- thirds of the growth rate was 

stimulated by increased financial incentives in the form of gabah price 

supports and fertil izer subsidies. Even if incentives are held constant at 

their present levels, future growth in rice production will not have this 

stimulus . More worrisome, domes tic rice prices should be lowered somewhat to 

lessen the incentives to smuggle cheap foreign rice into the Outer Islands. 

Ultimately, fert i lizer prices should be raised. These changes would have a 

negative effec t on rice production for several years. 

After BULOG stocks are brought down to desired levels in the next year or 

so, rice production will need to grow about 3 percent per year for domestic 

production to match the trend growth in consumption. If area continues to 

expand at the histori c rate of 1 pe r cen t per year, yields will have to grow by 

2 percent pe r year. Without the stimulus of continuously rising financial 

incentives, this policy places a heavy burden on better irrigation and 

i mproved seeds. Consequently, it is hard to see how i nvestments in these t wo 

areas can be reduced from their historic trends. An additional, and 

worrisome, factor is the current vulnerabil i ty of existing varieties, 

particularly IR-36 and Cisadane, to new bio- types of insect pests. Present 

pest management approaches in Indonesia are badly out of date relative to 

current understanding of the dynamics of rice pest outbreaks. Development of 

an integrated pest management approach is urgentl y needed but will be 
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difficult bureaucratically and very expensive in the start-up phases. 

From the perspective of the Bank, the key agricultural policy issues 

include the following topics: 

(1) Short- run adjustment policies to cope with the current rice surplus. 

These will include important financing changes for BULOG as well as pricing 

changes for gabah and fertilizer to be announced late in October. Our report 

discusses these issues in considerable detail. 

(2 ) Longer- run rice pricing and investment issues that address the role 

of rice in the Indonesian rural economy. As our report stresses, there is a 

very serious lack of knowledge about the current role of rice in providing 

incomes and employment, and an even greater problem in knowing what the 

substitules might be for the historic ''rice-led" growth of the 1970s. The 

Bank's considerable comparative experience and research capacities should be 

put to work on these issues as soon as possible. 

( 3 ) A more diversified rural economy is essential to any long-run hopes 

for higher rural incomes. Despite investments in roads, electricity, 

communications, and port facilities, Indonesia's marketing system remains very 

high cost relative to its international competitors, especially in Asia . 

Reducing real marketing costs will be essential to stimulating dive rsification 

away from rice as well as to continuing the development of the rural service 

and industrial activities that provide the real long-run hope for most of the 
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rural population. Some of the high marketing costs are due to restrictive 

government policies ; some are due to poor physical infrastructure. The Bank 

can contribute to breaking both bottlenecks. 

Your letter of September 19 raises a number of questions about the 

importance of low- cost marketing and improved connnunications to the rapid 

diversification of the Indonesian agricultural economy. Why is it critical 

now? If it is so critical, what has the Government done to improve the tJ~) 

How could rice develop so A.;--'7-o /,~ 
/M~·~~ 

successfully without it? These are all appropriate questions to which full ~ 

situation and why is it not sufficient? 

answers are not possible in this memorandum. Some of the factors in a 

response would include the following: 

(a ) Rice was able to develop so rapidly without an integrated marke ting 

and colIIlllunications system in place because much of the increase in production 

was consumed within the producing household or nearby villages. The price 

incentives so crucial to stimulating the adoption of the new rice technology 

could be implemented by relatively small purchases on BULOG account to provide 

a floor for regional rice markets that were only poorly linked to each other. 

Much of the financial incentive was realized through the fertilizer subsidy, 

which required a reasonably efficient private marketing system to delive r the 

fertilizer to village kiosks. But this type of marketing was already 

relatively better developed than output marketing because of traditional 
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demand on the part of Java's farmers for manufactured goods such as clothing, 

utensils and other household items. Lastly, BULOG really did make a 

difference with its price policy, at least until 1985, but rice is quite 

different than any other commodity. I happen to think that it would be a 

strategic mistake to try to implement a mean i ngful floor price for soybeans or 

corn, much less cabbages and potatoes. For the secondary staple crops the 

important issue is trade policy and exchange rate policy (see item (4 ) below ) , 

not a physical procurement program by BULOG. The Stanford Corn Project has 

examined this issue i n consider able de tail. 

(b ) The issue of low- cost marketing and improved communications is 

c rucial now precisely because rice can no longer provide significant growth 

i mpe tus to the rural economy. For a combination of reasons, including rapid 

production growth for rice, reduced demand growth, and t he need to break 

year- round cultivation patterns as part of an integrated pest management 

scheme, alternative sources of i n come growth i n the rural areas must be 

found. Migration to the cities is a long- run hope, if even then, so much of 

the burden falls on alternative crops and on the non- agricul tural part of the 

rural economy. If we believe that farmers are basically rational, as I do, 

then we mus t ask wh they are not already fully diversifjed . The answers are 

no doubt complicated, but some of the reasons are the high (now artificial ) 

returns from rice, the lack of suitable ( i . e . profit able ) t echnologies for 
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the other crops, the perceived thinness of the local market demand for 

surpluses of secondary staples (especially a problem for corn ) , and the 

attendant high price risks associated with these crops. The price and yield 

risks are compounded for the high- value horticultural products that offer the 

best long run home for many of Java's farmers. They simply do not have timely 

and adequate information on the market conditions for those products if they 

live more than 20-30 miles from major urban centers such as Jakarta or 

Surabaya, and often not even then. Marketing and information are crucial to 

the rapid development of the horticultural side of agriculture. This is 

obviously true for any potential export demand for these products as well. 

(c ) Government efforts to improve the marketing system and information 

flows to the rural areas have been haphazard at best. At heart, few 

Government officials trust a private agricultural marketing system. That is 

one of the reasons that BULOG receives such strong official support despite 

the obvious problems with its performance. Consequently, private marketing 

participants receive very mixed signals about their expected role and so they 

invest in modernization effor·ts in only a limited way. I think the Government 

needs a coherent marketing strategy for agricultural products before it or the 

Bank starts investing in marketing and communications projec ts. Exactly what 

role will the Cooperatives play? At the moment I think they are part of the 

problem rather than part of the solution (and I have told the Minister of 
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Cooperatives the same thing) . Now would be an excellent time for a full - scale 

revi ew of the Cooperatives ' role in rural marketing, either as part of a 

r evi ew of Cooperatives strategy or as part of a broad rev i ew of the entire 

agricultural marketing strategy. 

(4 ) As the last paragraph of the "Falcon Report" emphas izes, the best way 

to help agriculture out of its present dilemma is for the rest of the economy 

to grow rap i dly . There a r e real constraints on the potential rate of growth 

in services and industry, of course, especially if oil prices continue t o 

weaken. But as the Bank notes in i t s 1985 Indonesian Economic Report, current 

industrial policy is moving in a dangerous direction in terms of building the 

low- cost, effici ent i ndustrial base that will help agriculture with its 

prob l ems of struc tura l adjustme nt. The l i nks be tween industrial / trade policy 

and agricultura l policy a re much stronger than pol icy makers i n Jakart a 

realize, and should be even stronger still. One important role for the Bank 

i s i n clarifyi n g t h e nature of these l inks a nd f ocus i n g a tt e nti on on the 

implications f or rural welfare of current and proposed trade bans and domestic 

s ubs i dy or protection measures for indust r y. 

(5 ) Lastly, the implications for the Bank ' s project portfolio need to be 

i ncorporated i nto the poli cy analys i s. Conside r able concern was exp r essed by 

Bank staff in Jakarta that no agricultural commoditi es looked very attrac tive 

as inves t ment opport unit ies, whi ch calls i n quest i on vi r t ual l y a ll of t he 
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Outer Island projects organized around transmigration. Our team agrees that 

much of the underlying rationale for the transmigration projects is in 

jeopardy, but that continued investments in port facilities, roads, and -
communications systems will not depend for their payoff on any individual 

commodity outlook. Building much more flexibility into crop choices available 

to farmers, both on Java and on the Outer Islands, will be essential to their 

long- run income growth, an<l providing general purpose rural infrastructure is 

one important step in building flexible production responses. 
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TO: World Bank, Tokyo, Japan 

FROM: K.G.V. Krishna, Chief, AEPA4 

Please hold for pick up by Mike Douglass, Bank consultant 

(tel. 812-2111 or 442-7177). 

For Mike Douglass. The information we expected this week from GOI on 

numbers of KK to be settled with tree crops has been delayed so we have not 

rerun the final transmigration projections as promised for you. The 

physical land limitations provided by David Donald are about the same as 

the intermediate scenario in Helen's Demographic Impact of Transmigration 

paper, but some provinces differ considerably (notably Aceh, West Kalimantan, 

East Kalimantan and Irian Jaya). To reflect these differences, the attached 

tables are revised from the Demographic Impact paper (Aceh increases 250%, 

W. Kalimantan is 50% of previous estimate, E. Kalimantan is 70% of previous 

estimate, and Irian Jaya is 50% of previous estimate) and you should use 

these numbers in lieu of our final projections. 

These projections can be seen as taking into account return flows of 

sponsored and spontaneous migrants to the inner islands, because the 

spontaneous migration assumption (.5 and .75, respectively) is based on 

historical data that also reflect return flows. Bear in mind, however, that 

the population projections do not reflect other migration flows. 

Tables one and two attached show the number of sponsored transmigrants 

(KK) moved under the low and intermediate scenario, with the above-mentioned 

adjustments to Aceh, W. Kalimantan, E. Kalimantan, and Irian Jaya. The age 

structure of these KK is assumed to be that in footnote 2 of the Demographic 

Impact paper. Table 3 shows the demographic impact of the sponsored settlers, 

their offspring and associated spontaneous movement. Table 4 shows the 

proportion of the population under the scenarios in Table 3 of working age 

by sex, from 1985 to 2020 to calculate incremental labor force. Letter to 

follow containing this information in case you have difficulty reading attached. 



LEVELS OF SPONSORED TRANSl't!SRATION FROl't 1000 TO 1999 UNDER TWO SCENARIOS 
lnu1bers refer to fa11ilies and exclude locals settled in transmigr ati on sites) 

TOTAL FAl't!LIES 
TABLE I - LOW SCENARIO (Excludinq Locals) 

REPELITA III 289564 
REPELITA IV 225000 
REPEL! TA V 127350 
REPELITA \'! 0 

Receiving Provinces 80/81 8l i82 82/83 83/84 84/85 85/86 86/87 87/88 88/89 89/90 90/91 91/92 92/93 93194 94 /95 95/96 96 /97 97/98 98 / 99 
Ac eh 2322 ""1"'."C? 3951 781 1750 1750 0 0 0 0 0 0 0 0 0 0 0 0 0 J.JJ ... 

t.Jorth Su111atra 770 1787 977 3045 1800 1800 900 900 900 0 () 0 0 0 0 0 0 0 0 
West Su11atra 1800 357 93.~ . p?r 900 900 900 450 450 0 0 0 0 0 0 0 0 0 0 L~.J 

Riau 609 11057 6766 51 i8 5200 5200 4500 4500 45(10 3500 3500 2500 2500 2500 0 0 0 0 0 
Ja11bi 3765 3416 2326 7615 7200 7200 7200 5850 4000 3000 3000 2000 2000 2000 0 0 0 0 0 South Su111atra 20653 22206 16346 10698 9000 7200 7200 6300 4500 3500 3500 2500 2501) 250 ;) I) 0 0 0 0 Bengl:ul u 2336 1511 3250 2693 1600 900 450 450 450 0 0 0 0 0 0 0 0 0 0 
La11puni 4684 I) (I I) 0 I) 0 0 0 0 0 0 0 0 0 0 !) 0 0 

Su total 36939 43686 34552 31175 27450 24950 21150 1845(1 14800 10000 10000 7000 701)0 7000 0 0 0 0 0 

West Kali111antan 1689 5778 5830 7250 3600 3600 3600 2750 2750 2750 2750 1750 1750 1500 0 (1 0 0 0 
Central Kali1antan 2005 3665 4302 6689 6700 6700 5500 4700 4700 4500 4500 4500 4500 4500 0 0 0 0 0 
South Kali11antan 5192 6330 3308 2683 2700 1800 !800 1200 1000 1000 0 0 0 t) 0 0 0 0 0 
East Kali11antan 1892 2568 2299 5301 3780 4410 4410 4200 4200 4200 4200 3150 3150 3150 0 0 0 0 0 

Subtotal 10778 18340 15739 21923 16780 16510 15310 12850 12650 12450 11450 9400 9400 9150 0 0 0 0 0 

Sou th Sulawesi 585 6'r 1098 1876 !BOO 1100 900 0 0 0 0 0 0 0 0 0 0 0 0 1 .J 

Central Sulawesi 2135 5024 2946 310 2700 1800 900 900 450 0 0 () 0 0 0 0 0 0 0 S.E. Sula11esi 3535 5306 4130 2749 2700 1800 900 90 (1 450 0 0 0 0 0 0 0 0 0 0 N. Sul a11esi 1094 1500 329 608 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 l'!oluku and T.T. 1347 1796 2282 1742 1500 1500 1000 1000 0 0 0 0 0 0 0 0 0 0 0 Subtotal 8697 . 14301 10785 10121 8700 6200 3700 2800 900 0 0 0 0 0 0 0 0 0 0 

lr ian Jaya 2269 2419 4826 3038 2700 4050 4050 5000 6000 7500 7500 7500 6000 6000 0 0 0 0 0 

Total 58683 78746 65902 66257 55630 51710 44210 39100 34350 29950 28950 23900 22400 22150 0 0 0 0 0 



TOTAL FAMILIES 

TABLE 2 - HISH SCENARIO REPELITA III 
!Excludini Locals) 

28 564 
REPEL!TA IV 300400 
REPEL! TA V 259300 
REPEL!TA VI 122100 

Rec eiving Provinces 80/81 81/82 82/83 83/84 84/85 85/86 86 /87 87/88 88/89 89/90 90/9! 91/92 92/93 93/94 94 /95 95/96 96/97 97/98 98/99 

Ac eh 2322 3352 3951 781 2250 2250 1750 0 0 0 0 0 0 0 0 0 0 0 0 North Sueatra 770 1787 977 3045 2700 2700 1800 1800 900 1000 1000 1000 500 500 250 250 0 0 0 West Sumatra 1800 357 936 l"?C' 900 900 900 450 450 500 500 500 500 500 250 250 0 0 0 L~..J 

Riau 609 11057 6766 5118 6750 8550 8550 6750 6750 6500 6000 5500 5000 5000 3000 3000 3000 2000 2000 
Ja11bi 3765 3416 2326 7615 7200 5850 5850 5850 5850 5500 5000 4500 4000 4000 3000 3000 30(11) 2000 2000 
South Su111atra 20653 22206 16346 10698 10800 9000 9000 6300 5400 5000 5000 4500 3000 3000 1500 1500 1000 1000 1000 
Bengkulu 2336 1511 3250 2693 1600 900 450 450 450 500 500 0 0 0 0 0 0 0 0 
La11pung 4684 0 0 0 (I 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Subtotal 36939 43686 34552 31175 32200 30150 28300 21600 19800 19000 18000 16000 13000 13000 8000 8!)00 7000 5000 5000 

West Kali11antan 1689 5778 5830 7250 3600 4500 4500 5850 5850 7000 7000 6000 6000 5000 3000 3000 2500 2500 1500 
Cen tral Kali1antan 2005 3665 4302 6689 9000 10800 10800 11700 11700 12000 12000 10000 10000 8000 5000 5000 3000 3000 3000 
South Kali1antan 5192 6330 3308 2683 2700 2700 1800 1800 1800 2000 2000 2000 2000 2000 1000 1000 1000 1000 1000 
East Kali111ant an 1892 2568 2299 5301 3780 4410 5670 5670 5670 5600 5600 5600 5600 4900 3500 3500 2100 2100 1400 Subtotal !0778 18340 15739 21923 19080 22410 22770 25020 25020 26600 26600 23600 23600 19900 12500 12500 8600 8600 6900 
South SulaMesi 585 675 1098 1876 1800 1800 900 0 0 0 0 0 0 0 0 0 0 0 0 Central Sulawesi 2135 5024 2946 3147 2700 1800 900 900 900 500 0 0 0 0 0 0 0 0 0 
S.E. SulaMesi 3535 5306 41 30 2749 2700 1800 1800 900 900 500 0 0 0 0 0 0 <) 0 0 
N. Su!a11esi 1094 1500 329 608 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
t1oluku and T.T. 1347 1796 2282 1742 1500 1500 1000 1000 1000 1000 0 0 0 0 0 0 0 0 0 

Subtotal 8697 14301 10785 10121 8700 6900 4600 2800 2800 2000 0 0 0 0 0 0 0 0 0 

Irian Jaya 2269 2419 4826 3038 2700 4050 6300 7200 8000 10000 11500 11500 12500 12500 10000 7500 7500 7500 7500 

Total 58683 7874 6 65902 66257 62680 63510 61970 56620 55620 57600 56100 SliOO 49100 45400 30500 28000 23100 21100 19400 



Table 3 
PH>VI?CIAL SlHfARY: ~TIVE nwaaGRATICN SCl'lWUCS 1~2020 

IDw migratic:n is low levels spcnsored migratic:n and low le-,,els of 
spootaneoos migration. High mi.graticn is high levels of spoosored 
mi.gratic:n and high leYels of spcntaneoos migratiai. High migration is 
OOunded by the physical land limitations provided by n:tvid Dooald. No 
migration assu:nes natural increase only with the fertility and irortality Ib?Jlatioo 
as~tioos in the Dem:>graphic TI!plct li:>rlcing Paper. (High spcntaneous in year 
migration = each migrant attracts • 75 people; low spcntsneoos migration = 2020 as Absolute 
each migrant attracts .5 people). proportion difference 

POPUIATICN of in 
(<XX> of people) po?Jlation po?Jlation 

in with and 
1980 1985 1990 1995 2000 2005 2010 2015 2020 absence of witrout 

Province migratioo. m:i.grat ion 
Aceh 

No Migration 2589 2964 3347 3726 4089 4455 48>9 5130 5lt06 
I.ow 2589 3021 3559 3994 4'I03 4812 5204 5559 5864 1.08 . 458.2 
High 2589 3025 3613 4088 4548 5006 5446 5846 61~ 1.15 788.5 

North ~tra 
lb Migratioo 8287 9493 10774 12078 13331 14586 15794 16898 17855 
I.ow 8287 9533 10855 12184 lJ.460 14734 15959 17077 1~7 1.01 191.9 
High 8287 9539 10892 12261 13580 14896 16161 17317 18322 1.03 467.4 

West Sumtra 
No Migraticn 3384 3836 4309 4788 5251 5716 6164 6574 6931 
I.ow 3384 3863 4360 4854 5331 5007 6265 6685 7050 1.02 118.6 
High 3384 3~ 4370 4883 5380 5877 6354 6792 7174 1.04 243.3 

Riau 
No Migraticn 2143 2476 2816 3148 3468 3792 4103 4383 4621 
I.ow 2143 2618 3129 3608 4040 4461 4855 5207 5507 1.19 886.2 
High 2143 2632 3257 388) 45't0 5165 5758 6292 6772 1.47 2151.3 

Jambi 
No Migratioo. 1427 1650 1875 2094 2305 2519 2724 2908 3066 
I.ow 1427 1767 2181 2539 2861 3169 3455 3710 3927 1.28 862.0 
High 1427 1772 2220 2671 3166 3627 4065 4459 4816 1.57 1750.1 

South Sunatra 
No Migraticn 4581 5256 5956 6656 7332 0012 8662 9251 9756 
I.ow 4581 5655 f£J74 7625 8503 9361 10169 10895 11517 1.18 1761.7 
High 4581 5688 6829 7938 9041 10119 11142 13>67 12888 1.32 3131.9 

Bengkulu 
No Migratioo 756 864 977 1093 1208 1323 1432 1531 1617 
I.ow 756 920 1069 1212 1349 1484 1611 1726 1825 1.13 2~.1 
High 756 923 1086 1247 l~ 1563 1712 1847 1965 1.22 348.6 

Tmrpmg 
lb Migratioo 4547 5235 5942 6644 7324 0011 8665 9254 9755 
I.ow 4547 5260 5979 6688 7376 0069 8730 9323 9830 1.01 74.3 
High 4547 5263 5987 6702 7396 8096 8763 9363 9875 1.01 119.3 

&MAm &ibtotal 
No Mi.graticn 27714 31774 35995 40226 44308 48413 52353 55928 5CXX>5 
I.ow 27714 32638 37006 42705 47323 51895 56247 60182 63566 1.08 4561.0 
High 27714 32706 38253 43669 49056 54349 5~1 63983 68006 1.15 900).5 

West Kalimmtan 
No Mi.gratioo. 2469 2842 3218 3585 3938 4295 4640 4951 5216 
I.ow 2469 2977 3391 3849 4271 4687 ~l 5436 5738 1.10 522.0 
High 2469 2982 3470 4248 4682 5274 5837 6344 6797 1.30 1581.2 

Ceitral Kalimantan 
lb Migration 945 1083 1224· 1367 1506 1646 1779 1899 2001 
I.ow 945 1195 1516 1836 2099 2348 2572 2771 2941 1.47 ~.3 

High 945 1210 1720 2280 28~ 3457 3983 4459 4901 2.45 2899. 7 



1980 1985 1990 1995 2000 2005 2010 2015 2020 
South Kal imantan 

No Mi.gratiCll 2053 2371 2686 2989 3273 3560 3839 4092 4'!JJ7 
low 2053 21+74 2f!JJ7 3220 3549 3876 4190 4474 4716 1.09 409.0 
High 2053 2480 2912 3340 3765 4179 4577 4938 5254 1.22 947.6 

East Kalimmtan 
No Migration 1191 1370 1548 1722 1889 2058 2219 2363 2484 
low 1191 1454 1738 2039 2295 2541 2766 2965 3134 1.26 650.2 
High 1191 1457 1784 2168 2588 2977 3343 3672 3970 1.60 1486.2 

KALIKANrAN Subtotal 
No Migration 6658 7666 e/J77 9663 10606 11559 12477 13304 14007 
low 6658 8100 9512 10944 12214 13452 14610 15646 16529 1.18 2521.6 
High 6658 8129 9887 12036 13928 15888 17741 19413 20922 1.49 6914.8 

South Sulawesi 
tb MigratiCll 6035 6954 7860 8747 9594 10455 11290 12047 12695 
low 6035 6983 7912 8815 9675 10548 11393 12160 12816 1.01 121.0 
High 6035 6984 7921+ 8836 9710 10596 11455 12233 12901 l.O'l 2CM>.l 

Ce:itral &llawesi 
No Migration 1268 1455 1645 1837 2025 2214 2395 2557 2695 
low 1268 1534 1780 2010 2230 2449 2656 2841 2999 1.11 »+.O 
High 1268 1538 1805 2059 2309 2559 2796 3010 3195 1.19 500.0 

S.E. &llawesi 
tb Migraticn 933 1077 1223 1371 1517 1665 !Bai 1934 2043 
I.ow 933 1169 1376 1567 1750 1930 2101 2254 2385 1.17 343.0 
High 933 1174 1410 1630 1849 'l.067 2274 2460 2624 1.28 581.8 

N. &llawesi 
No Mi.graticn 2098 21iJ2 2713 3020 3309 3600 3882 41/iJ 4361 
low 2098 2420 2739 3053 3347 3643 3930 4191 4416 1.01 55.4 
High 2098 2421 2744 3062 3361 3662 3954 4220 4449 1.02 88.2 

M>luku 
No Migraticn 1399 1591 1787 1987 2184 2382 2572 2743 2888 
low 1399 1634 le/J7 2090 2307 2524 2729 2914 3071 1.06 183.2 
High 1399 1636 1888 2128 2368 2608 2836 3041 3219 1.11 330.6 

roIAWESI AW K>IIIKU Subtotal 
tb Migration 11733 13479 15229 16962 18628 20315 21944 23420 24682 
low 11733 13740 15675 17535 19310 21093 22809 24361 25688 1.04 1~.5 
High 11733 13754 15771 17714 19599 21491 23313 21+964 26388 1.07 17CX>.8 

Irian Jays 
tb Migratioo 1099 1282 1458 1623 1780 1942 '}!)97 2235 2350 
low 1099 1369 1650 2005 2284 2553 2794 3006 3184 1.35 834.0 
High 1099 1373 1709 2221 2859 3420 3954 4430 4871 2.07 2521.2 

1UfAL (excluding East Nusa Tenggara and East Tlloor) 
tb Migration 47204 54200 61358 W+74 75323 82230 88872 94887 100044 
low 47204 55846 64685 73243 81194 89065 96538 103281 109059 1.09 9014.7 
High 47204 55961 65673 75713 85534 95259 104536 112932 120345 1.20 20300. 9 

E. Nusa Tenggara* 2722 3109 3489 3867 4235 4609 4971 5298 5578 
East Ti.nor* 553 639 723 8)1 871 942 1013 1077 1130 

'lUl'AL IlQJlDING FAST NUSA 'l.'mOO\RA AND FAST 'IDDl 
No Migration 50479 57948 65571 73141 80429 87781 94856 101262 106753 
lDw 50479 59594 68897 77910 86300 94617 102522 109656 115767 1.08 9015 
High 50479 59709 69885 80381 90640 100811 110520 119307 127054 1.19 20301 

*Assumed to have no sponsored migration in these projectioos. 
shown are pop.ilation projections fro:nnatural increase alone. 

Numbers 



Table 4 

Proportion of the Po{'Jlation of Aged 10-64 frcm 1985-2020 under Alternative Transmi.gratioo Projectioos 

Natural Increase Cbly 1985 1m 1995 2(XX) 2005 2010 2015 2020 

% Females of Total Po{'Jlation 48% 49% 49% 49% 49% 49% 49% 49% 
% Kiles of Total Po{'Jlation 52% 51% 51% 51% 51% 51% 51% 51% 
% Females aged 10-64 of Total Popln 33% 34% 35% 36% 37% 37% 37% 38% 
% Kiles aged 10-64 of Total Popln 35% 35% 37% 38% 38% 38% 39% 40% 

low sponsored and low Spootaneous Scenario 

% Females of Total Po?Ilaticn 48% 48% 49% 49% 49% 49% 49% 49% 
% Kiles of Total Po{'Jlation 52% 52% 51% 51% 51% 51% 51% 51% 
% Females aged 10-64 of Total Popln 33% 34% 36% 37% 37% 38% 38% 39% 
% Kiles aged 10-64 of Total :Ebpln 35% 36% 37% 38% 39% 39% 40% 41% 

High migration and High spoo.taneous scenario 

% Fenales of Total :Eb{'Jlaticn 48% 48% 49% 49% 49% 49% 49% 49% 
% Males of Total Po{'Jlation 52% 52% 51% 51% 51% 51% 51% 51% 
% Females aged 10-64 of Total Popln · 33% 34% 35% 36% 37% 37% 37% 38% 
% Males aged 10-64 of Total :Ebpln 35% 36% 37% 38% 39% 39% 40% 41% 
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INDONESIA - Ba e -to-Off ice Report - Transmigration Sector Review Mission 

1. In accordance with Terms-of-Reference dated September 20, 1985, 

the Transmigra tion Sector Review mission arrived in Indonesia on October 6, 

1985 and departed October 26, 1985. While in the field, mission members 

briefly visited transmigration sending and receiving areas and held a 

number of meet ings with government officials. A briefing was held with RSI 

and a wrap-up meeting with Mr. Martono, Minister of Transmigration, was 

held on October 25, 1985. Cooperation from government officials was 

excellent and a very large body of data was made available to the team. 

These data wil l be analyzed over the next two months but '9eee tentative 

conclusions are possible and may be briefly summarized to illustrate the 

nature of our evaluation. 

2. Briefly , it appears that a transmigration program which maintained 

current levels of sponsored movement for the next 10-15 years, supplemented 

by spontaneous movement at historically observed levels)could potentially 

reduce the fu t re population of Java by 10% (of what it would be in the 

next 30-35 years), and have a significant effect on p~pulation distribution 

and employment generation. A program of this scope is likely to be the 

maximum feasib e from the point of view of land avai l ability and 

institutional capacity and these factors will be further evaluated in the 

sector report. Other positive features of the program are pFiliminftP' that 
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most migrants appear to meet their subsistence needs and a majority say 

they are better off in the new area than they were in Java (of the 2,200 

rhe \r \C\cc:m"V.J) ~o.M. \t'\p~d • 
families in a census bureau survey, two-thirds say the' are hettcr off). 

On the other hand, available data indicate that food crop production in 

upland areas is limited and the economic returns to the food crop farm 

model are very low. Farmers appear to be producing food primarily for 

subsistence purposes (averaging about 700 kg of unmilled rice / family over 

14 studies) whil e supplementing their incomes with substantial off-farm 

work where possible. Income s ~fteer tReae eireuwstanees are low and 

preliminary evidence suggests that many families remain below the Bank's 

nu o~\er fS\a~~ 
poverty level forlI~Q9Aesia (about Rp 10,000/capita/month). Farmers with 

~( 
tree crops do significantly better, .howeuet, implementation constraints in 

the tree crop sector make it unlikely that current levels of transmigration 

could be sustained if a tree crop settlement model were used. Technical 

specialists believe that production in swamp reclamation areas is more 

viable than in upland areas, but farmers in Repelita III tidal sites are 

suffering from serious pest problems and these farmers have by far the 

lowest incomes in the transmigration income survey. 

3. In general, then, two facts emerge: the data are mixed (that is, 

there are both positive and ne~ive features of the program) and they are 

very complex. The picture we have painted in our SARs of a landless farmer 

moving to Sumatra and cultivating 1.25 ha of food crops fails to capture 

'f 

ot lt\.t ifTlp~c.f o'" ~smiqr•Ui~ CM ~ 
f . t J T.._ · • • ft"Cei\J\l't\C\ 

the dynamic income earning strategies 

f crr 
raises new questions i~ ettr analysis: 

o migran ':/ 111.s ~, in turn, pn:rui~ 

how are we to value off farm 

employment and judge whether such employment is permanent or merely a 

function of the creation of new transmigration communities, and how are we 

to weigh the regional development impact of transmigration~ We will be 



L __ 

aetioely analyzing the available evidence and consulting with colleagues in 

the Bank on these issues over the next month or two. 

5. We will also evaluate other factors affecting the course of the 

future 
•nc.. ll.t.O!.m q 

program, ee11u! ef t11cse examples sr&W 

ornc.\~ 

a) new organizational 

~\C.fnq 

arrangements witR Re-w implications for policy 8RS msPk@tiRg, coordination) 

and implementation: b) a shift in emphasis to promotion of spontaneous 

migration which highlights new institutiona l and policy constraints; c) the 

need for second stage development on existing sites (wftieh wettle Rave 

5igpificaR£l' higRQF ritQi of rgt~FR tR8ft Rew eettlemeat) and trade-offs 

(\.WJ 

between/settlement and upgrading work; d) an increasing awareness of the 

impact of transmigration on the forest, environmentJ/ and local peoples, 

and e) 
~~ n1ttJ\t...()t u\ tt\4 osp..ct-s ot- tt~i qratiO"O • 

a conce-t>n fm"' regional developmentf. Combined '4!ogetAer with an 

assessment of the program to date, these new directions~ pose a number 

of difficult choices for government and we will attempt to outline and 

evaluate possible options in the sector report. 
first 

6. The task of the mission will ~/be)to complete the data 

analysis and set out the facts related to transmigration. We would hope to 

have a draft white cover early in the year which focuses on the data and 

which could be discussed by those in the project and program divisions 

(including RSI) who have been most closely involved in the work. This 

would allow us to form a broad consensus on the interpretation of the 

facts. We are scheduled to produce a yellow cover by 3/15/86,~ ~e feel 

r1'lb 1U.4>0'"r' t 
I should also be discussed informally with working level staff in government 

~ 

in order to clarify outstanding factual issues/ \Ue propose to organize 

these discussions in April. Both the reactions of the region and ~ ol
g 

relevf nt GOI officials would be incorporated into the green cover document 

which is scheduled for completion by 6/15/86 when offical discussions with 



Government would be in order. The final report is due on September 15, 

1986. 
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November 5, 1985 

Mr. Soedjino Hardjosoetowo 
Assist:ant to the Minister of Transmigration 

for Foreign Affairs 
Department of Transmigration 
Jalan H. Ague Salim 58 
Jakarta 

Dear Mr. Soedj~no: 

I though: that you may wish to see the response sent by 
the World Bank to the article in the September 30, 1985 iasue of 
the Wall Street Journal. The l!ank's letter appeared in the WSJ 
on October 21. A copy is enclosed. 

~hank you for arranging the fruitful meeting last Friday 
for Mr. Blink.horn to meet the ~.inister. 

With best regards. 

Attachment 

Yours sincerely, 

:-.~~· . 
·' -

Manuel C. Zenick. 
Seuior Operations Officer " 

c. c. Mr. Djoko Hartono, Department of Transmigration 
Messrs. Rao/Williams, Price 

Mrs. Hamilton, Miss Gloria Davis 
Messrs. Elinkhorn 

File: Transmigration 

MCZenick/w 
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THE SECTOR REVIEW. NEED YOUR VIEWS BY END WEEK IF POSSIBLE. IF 

PROPOSALS REQUIRE FURTHER DELIBERATION, REQUEST INITIAL REACTION WITH 

DISCUSSION HERE AFTER DATA ARE RUN AND BAIRD RETURNS. THANKS. 

GO GDavis:shp 

cc: Mrs. Hamilton 

Transmission Authorized by : 
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K.G.V. Krishna, Chief, AEPA4 

Shiona Pappas Original to be returned to : _____________________ _ 
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Procedures for Use of Facsimile 

1. Documents sent by fax should be of an urgent nature and generally no t 

exceed 40 pages. 

2. Page size should not be less than 8" in width and not more than 16" in 
length. 

3. Documents should be either originals or very clear copies and should no t 
be reduced to more than #3 reduction to ensure proper transmission. 

4. Only one side of each page can be transmitted. Information on the reverse 
must be copied and inserted by the originator before the message is passed 

to cable services. 

5. Handwritten documents or mark-ups should be sent for transmission in 

original form only. 

6. Documents marked "Secret" should not be sent through fax. 

7. All documents sent to the Cable Section for transmission by fax should be 

accompanied by the original and one copy of this transmittal form 
completed as necessary. The "Return Original To:" portion should clearly 

indicate to whom original document should be sent or returned to after 
transmission (e.g. originator, EAN Information Center, etc.) Originators 
should keep a copy of this form. 

The information requested in the form meets the following requirements : 

a. The name and telephone number of the sender provides a contact for 
possible further information: the Dept./Div. number provides use and 
telephone billing information. 

b. The receiver's fax number and machine type will allow the Cable 
Section to process the document. 

c. The instructions for return of original documents will ensure that 
these documents are not lost or misplaced. 

8. The facsimile transmittal memo will be sent as page one of the message. 

. . 

9. Transmission should be authorised by the Division Chief or an appropriately 
delegated person. 

10. Documents to be transmitted by fax should be sent or hand-carried to the 

Cable Section in a "For Cables Only" envelope. 

11. The Cable Section does not provide copies of facsimile messages to the 
Information Centers. This is the responsibility of the sender. 
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Note on Analytical Questions - Transmigration Review 

1. The purpose of this note is to outline two issues in the economic 
analysis related to the Transmigration Review on which the mission believes 
there is a case for departure from practices adopted in recent Bank economic 
assessments. Alternative methods are proposed and advice is sought as to 
whether these are acceptable or, if not, what methodology should be used. 

Shadow Wage Rates 

2. The cost of labor is the major part of on-farm operating costs and 
correct valuation is critical to a realistic assessment of the economics of 
farm production. Since the Transmigration Program involves the movement of 
people from Java and other densely populated islands to more lightly populated 
outer islands, recent SARs have costed transmigrant labor at the rural Java 
shadow wage rate. The mission proposes to continue this practice. Although 
the program itself should over time result in some convergence between the 
shadow wage rates of sending and receiving areas, the mission propose to value 
transmigrant labor at a constant rural Java shadow wage rate in 1986 prices. 

3. For purposes of comparability with other projects and previous SARs, 
standard procedure will be used (i.e., 65% of rural Java wage rate estimated 
at Rp 1000 per day). However, it is considered that there are grounds for 
using a different method of assessing the shadow wage rate in respect of 
transmigrants and we proposes to repeat the analysis using this second 
method. Details of the second method and reasons for proposing it are 
presented below. 

4. Recommendations on the calculation of shadow wage rates for Indonesia 
are contained in a memo from Mark Baird dated September 20, 1984. These are 
based on a paper by Hafez Ghanem and Mike Walton which are in turn based on 
work by Gordon Hughes. Calculations are set out in an appendix to the Ghanem 
and Walton paper. The analysis is based on a disaggregation of rural labor 
activity on Java into three categories, viz. agricultural (represented by 
cultivation in rice production), non-farm (1) (represented by construction 
work, trading or small-scale transportation) and non-farm (2) (represented by 
basket- or mat-weaving). These categories are weighted according to estimates 
of their importance and nominal wage rates are adjusted to accounting 
prices. The resulting average marginal product estimates are then adjusted to 
account for "effective time lost" to allow for the fact that when labor is 
withdrawn, the effect on production is partially off set by increased 
participation of others. The calculation table used is reproduced below. 
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Table 1 

Derivation of the Shadow Wage for Rural Java 

Marginal Effective Shadow 
Wage Wage Accounting Product Time Wage 

Sector 
Agriculture 
Non-farm (1) 
Non-farm (2) 

Calculation 
Actual 
1.15 x wage 
0.33 x wage 

Share RE/dai 
40% 900 
30% 1035 
30% 297 

Ratio (RE/dai) Lost Rate 
1.03 926 
0.85 880 
1.00 297 

Average 100% 760 0.97 734 80% 587 

Source: Ghanem and Walton page 27. 

5. Taking them at their word that "the question to be answered is what 
would be the foregone output at economic prices if one worker were withdrawn 
permanently from the rural labor forces," we question the use of a blanket 80% 
for "effective time lost," at least in relation to transmigrant labor. This 
implies that if 100 labor units were withdrawn, only 20 substitute labor units 
would be supplied to replace their labor input. The choice of 80% is not 
defended strongly by Ghanem and Walton. They state "there is no information 
on this effect and we adopt Hughes' assumption of 20% of the otherwise lost 
output being maintained through this effect." 

6. Transmigrants are drawn from areas within the sending areas which 
have the most intense population pressure. Transmigrants are generally the 
landless and others whose economic opportunities are especially limited, even 
by the standards of the communities of the sending locations. Like Hughes, 
the mission lacks any objective information on the " effective time lost" 
factor, but believes the overall 80% is well wide of the mark, at least in 
relation to transmigrant labor. The following alternative factors are 
proposed: 

Agriculture 10% - given the large pool of underemployed 
agricultural laborers in sending areas transmigration, 
particularly that from targetted "critical areas," is 
not likely to result in a significant reduction in 
labor input. 

Non-farm (1) - 0% - it is unlikely that any of the more highly paid 
off-farm laboring occupations would suffer from 
shortage of labor as a result of transmigration. 

Non-farm (2) - 60% - the marginally productive occupations are likely 
to bear the brunt of the effect on output of 
withdrawal of labor as people from this category move 
to more highly paid occupations. 

7. The validity of this proposal rests on three assumptions: 

(i) There is widespread underemployment in sending areas. 



(ii) As opportunities arise, labor will move from less- to more
rewarding occupations. 

(iii) Women and men can obtain employment in all three categories. 

The mission believes that all three are defensible, though in relation to 
(iii), participation by women in non-farm (1) may be restricted. However, it 
is considered that there is ample scope for women to participate in 
agricultural work to permit the movement of labor out of non-farm (2) as 
hypothesized. 

8. The result of these changes would be (in 1984 prices) a shadow wage 
rate of Rp 271 per day or an adjustment ratio of 30% in relation to nominal 
agricultural wages. Application of that ratio to current wages would result 
in a shadow wage of Rp 300 per day. 

9. In analysis of second stage transmigration development projects where 
the choice is whether or not to invest further in an existing transmigration 
community, farm labor would be valued at the shadow priced outer island wage 
rate. (The appropriate agricultural shadow wage rate for the outer islands is 
still under discussion and we would appreciate your input.) 

10 Returns to the household from off farm employment in transmigration 
communities that are not already included in transmigration development costs 
(land clearing, house and road construction, etc.) would be included as an 
additional benefit in the economic analysis, at the shadow priced outer island 
wage rate. 

Pricing of Agricultural Products Consumed by the Farm Household 

11. Much of the produce of transmigrant farms is consumed by the farm 
household. This applies to all settlement models, with the proportion being 
very high for the upland food crop models. Rice is the commodity most 
affected. Past Bank project analysis has generally valued all produce at 
farm-gate prices. However, this understates the financial value of home 
consumption items to the producer since, if it was not produced, the household 
would need to buy equivalent quantities of food at retail prices. In economic 
terms, the value of home consumption items is equal to the economic cost of 
supplying those products to the farm household from alternative sources. We 
suggest that more appropriate values for home consumption items would 
therefore be: 

Financial price 

economic price 
(import party items) 

retail price 
less processing, transport and storage costs 
where applicable 
times conversion factor for raw to final 
product form. 

landed cost of imports 
plus port handling, losses and transport to 
wholesaler 
plus freight to consuming area 



plus cost of distribution to consumers 
less processing and storage costs 
~s raw: final conversion factor. 

12. As examples, calculations for rice and maize are presented below: 

Rice (a) Economic Price 
Import price cif. Palembang (US$/ton)/~ 
Port handling and storage losses, transfer 

to wholesaler 
Freight wholesale to consuming area 
Cost of distribution to consumers (10%) 
Economic consumer price (US$/ton) 
Economic consumer price (Rp/kg) 
Less milling cost 
Convert to padi (x.6)/.E_ 

= economic padi price for home consumption 
cf. economic farm gate sale price/.£_ 
Percent difference 

Financial 
Retail price 
Less milling cost 
Convert to padi (x.6)/.E_ 

financial value of padi for home 
consumption 

cf. financial farm gate sale price 
Percent difference 

Maize 
Adjusted price FOB Palembang (US$/ton)/E_ 
Port handling, transfer to wholesaler 
Transport wholesaler to consuming area 
Cost of distribution to consumers (10%) 
Economic consumer price (US$/ton) 
Economic consumer price (Rp/kg) 

= economic maize price for home consumption 
cf. economic farm gate sale price/c 
Percent difference ~ 

1986-forecast price 
239 

+ 30 
+ 24 
+ 29 

322 
354 

10 

206 
142 
45 

320 
- 10 

186 
135 
38 

127 
+ 16 
+ 21 
+ 16 

180 

198 
134 
48 

/~ Thai fob price adjusted for quality difference and shipping costs. 

/b Low recovery of 60% used to be consistent with excess moisture and 
impurities in padi sold. 

/.£_ From conventional economic price analysis. 

/d US import price plus $15/ton adjustment for Asian markets. 



Financial 
Retail price (Rp/kg) 

= financial maize price for home consumption 
cf. financial farm gate sale price 
Percent difference 

220 
120 

83 

13. Differences between prices assessed on this basis and farm gate prices 
are significant - 45% of economic and 38% of financial farm gate rice 
prices. For maize, proportionate differences are greater still - 48% for 
economic farm gate prices and 83% for financial farm gate prices. 

14. The significance of the difference is underlined by the fact that 
rice income comprises about 60% of agricultural income on upland food crop 
farms and maize a further 10%. At the levels of production achieved about 80% 
of rice and 60% of maize would be consumed by the producing households. The 
difference is less significant in the model for better settlements, where the 
ratio of production surplus to consumption requirements is greater, and for 
estate settlements, where income from tree crops dominates. 

15. The difference is also consistent with the apparent strategy of 
upland transmigrants to aim to produce little more than subsistence food 
requirements since the returns to subsistence production are 40 to 80% higher 
than returns to production beyond subsistence requirements. This suggests 
that farmers view the value of production in this way. 

16. It is therefore proposed that for each farm model, food production, 
up to the amount normally consumed by a household, would be valued at consumer 
rather than farm gate producer prices, calculated as in the examples above. 
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Fox, Zenick (Bank), 

INDONE SI A - Back-to-Office Report - Transmigrat i on Sector Review Missio n 

1. In accordance with Terms-of-Reference dated Septembe r 20, 1985, 
the Transmi gration Sector Review mission arrived in Indonesia on Octobe r 
6, 1985 and departed October 26, 1985. While in the field, mission 
members briefly visited transmigration sending and receiving areas and 
held a number of meetings with government officials. A briefing was 
held with RSI and a wrap-up meeting with Mr. Martono, Minister of 
Transmigra tion, was held on October 25, 1985. Cooperation from 
government officials was excellent and a very large body of dat a was 
made available to the team. These data will be analyzed over the next 
two months but tentative conclusions are possible and may be briefly 
summarized to illustrate the nature of our evaluation. 

2. Briefly, it appears that a transmigration program which 
maintained current levels of sponsored movement for the next 10-15 
years, supplemented by spontaneous movement at historically observed 
levels, could potentially reduce the future population of Java by about 
10% (of what it would be in the next 30-35 years), and have a 
significant effect on population distribution and employment 
generation. A program of this scope is likely to be the maximum 
feasibl e from the point of view of land ava ilability and institutiona l 
capacity and these factors will be further evaluated in the sector 
report. Other positive features of the program are that most migrants 
appear to meet their subsistence needs and a majority say they are 
better off in the new area than they were in Java (of the 2,200 families 
in a census bureau survey, two-thirds say their incomes have 
improved). On the other hand, available data indicate that food crop 
production in upland areas is limited and the economic returns to the 
food crop farm model are very low. Farmers appear to be producing food 
primarily for subsistence purposes (averaging about 700 kg of unmilled 
rice/fami ly over 14 studies) while supplementing their incomes with 
substantial off-farm work where possible. Incomes are low and 
preliminary evidence suggests that many families remain below the Bank's 
poverty level for the outer islands (about Rp 10,000/capita/month). 
Farmers with tree crops do significantly better, but implementation 
constraints in the tree crop sector make it highly unlikely that current 
levels of transmigration could be sustained by relying exclusively or 
even principally on a tree crop settlement model. Technical spec ialists 
believe that production in swamp reclamation areas is more viable than 
in upland areas, but farmers in Repelita III tidal sites are suffering 
from serious pest problems and these farmers have by far the lowest 
incomes in the transmigration income survey. 
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3. In general, then, two facts emerge: the data are mixed (that 
is, there are both positive and negative features of the program) and 
they are very compl ex. The picture we have painted in our SARs of a 
landless tarmer moving to Sumatra and cultivating 1.25 ha of food crops 
fails to capture the dynamic income earning strategies of migrants or 
the impact· of transmigration on the receiving provinces. This point, in 
turn, raises new questions for analysis. For example, how are we to 
value off farm employment and judge whether such employment is permanent 
or merely a short-lived function of the creation of new transmigration 
communities? We will be analyzing the available evidence and consulting 
with colleagues in the Bank on this issue. Second, how are we to weigh 
the regional development impact of transmigration, particularly its 
impact on production and wages in the Outer Islands? A regional 
development specialist was involved in the mission and will provide a 
working paper which we may wish to discuss prior to its incorportation 
in the report. 

5. We will also evaluate other factors affecting the course of the 
future program including a) new organizational arrangements and their 
implications for policy making, coordination and implementation, b) a 
shift in emphasis to promotion of spontaneous migration which highlights 
new institutional and policy constraints; c) the need for second stage 
development on existing sites and trade-offs between new settlement and 
upgrading; d) an increasing awareness of the impact of transmigration on 
the forest, environment and local peoples, and e) a growing intere s t in 
the regional development aspects of transmigration. Both the assessment 
of the program to date and these new directions pose a number of 
difficult choices for government which will be outlined and evaluated in 
the sector report. 

6. Because the data are complex and potentially controversial we 
intend to give special emphasis to cons ensus building while processing 
the report. The first task of the mission will be to comple te the data 
analysis and set out the facts related to transmigration. We hope to 
have a draft white cover early in 1986 which presents the data and our 
interpretations and we propose to discuss this preliminary report with 
those in the project and program divisions (including RSI) who have been 
most closely involved in the work. We feel an early draft should also 
be discussed informally with working level staff in government in order 
to clarify outstanding factual issues and such discussions could 
potentially be held in February/March. Both the reactions of the region 
and of relevant GOI officials would be incorporated into a yellow cove r 
document which would discuss eme rging issues and options as viewed by 
the Government and the Bank. A green cover report is scheduled for 
completion by 6/15/86 when offical discussions with Government would be 
in order. The final report is due on September 15, 1986. 

cc: Messrs. Rajagopalan (PPDDR), de Azcarate (CPDDR)(2), Swahn (EDTPT), 
Schuh (AGRDR), Baneth (EPDDR), Mead (LEGEP), Yenal (AENVP), 
Kaji (AEADR), Linn (AEADR), Kirmani (AEPDR), Davar (AEPDR), 
Karcher (AEPDR), Zincir (AEPDR), Lee (PPDES), Rao (RSI), Price (RSI) 

Ms. Hamilton (AEAIN)(3) 
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POPULATI ON CHANGE IN TRANSMI GRATION SITES 

Introduction 

1. I n February 1985 the Central Bureau of Stat i stics (BPS) undert oo k an 

income survey cover ing 2200 transmi g r ant hous ehol ds i n Repe li t a I I and III 

t ransmigrat i on sit e s. I n additi on to the househo l d i n f ormation col lec ced by 

the enumerators a f ace sheet was completed for each village. These f ace 

sheets provide information on several topics including the number of 

transmigrant famil i es on arrival and the number residing in the community at 

the time of the survey. Although there are some problems in interpret ing the 

data, these face sheets provide useful information on population shifts in 

transmigrant communities. 

The Data 

2 . The census was conducted in 110 villages (SP) in twenty-one sites. 

Twenty households were surveyed in each village. Face sheets are available 

for 102 SP. Of these, nine were omitted from the analysis either because t hey 

were redundant (i.e. two face sheets were prepared on the same SP) or becaus e 

they showed no change at all in number of households or population size. As 

such a situation is highly unlikely it was assumed that such sheets did not 

represent actual conditions and should not be used. Therefore, a total of 93 

face sheets were tabulated. The villages covered in these face sheets 

included over 40,000 households about 10% of those mo ved in Repelita II and 

III. 
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Table 1: TOTAL NUMBERS OF FAMILIES I N SURVEY: 
REPELITA II AND III TRANSMIGRATION SITES 

SEonsored Families Total Families 
Settled Now B/ A Settled Now B/ A 

(A) (B) x 100 (A) ( B) x 100 

Repelita II Sites 
Upland 5,483 5,676 109 6,143 6,680 i 09 
Upland with tree crops 1,676 1, 703 102 1,702 2,524 148 
Tidal 1,255 1,210 96 1,390 1,453 105 

Subtotal 8,414 8,589 102 9,235 10,657 115 

Repelita III Sites 
Upland 18,265 16,912 93 21, 736 21,839 100 
Upland with trees 2 '926 2,952 101 3,434 3,631 106 
Tidal 10' 770 10,408 97 11,761 11, 962 102 

Subtotal 31,961 30, 272 95 36,931 37,432 101 

Total 40,375 38,861 96 46,166 48,089 104 

Major Findings 

3. As Table 1 indicates, transmigration communities on the average 

maintain their populations and increase their number of households over 

time. Repelita II sites included in the survey increased an average of 15% 

although this number is inflated by a very large number of spontaneous 

migrants in the market center of the Bank-assisted project at Baturaja (shown 

under "upland with tree crops"). Repelita II sites also show stability or 

growth in total households though it is evident even from the aggregate data 

that some turnover of households has occurred. Of the 93 face sheets 

tabulated, 23 (26%) show a reduction of population while the rest show 

stability or growth. As Table 2 illustrates the aggregate data show a 

turnover of about 5% of Repelita III households. These data also indicate 

that retired military settlers are more likely to leave the site than either 

sponsored or local settlers although their total number is a small proportion 

of the whole. 
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Table 2: REPELITA III TRANS MIGRANTS LEAVING THE SITE 

Total Total Number 
settled now lea\rl"ing % 

Sponsored 31,961 JO, 2 72 1,689 5 
Military 4S7 336 121 2S 
Local 3' 132 2,939 193 6 

Subtotal 3S,SSO 33,S47 2,003 5 

4. Unfortunately for purposes of understanding total handover, the 

manner in which the data were collected obscures the turnover rate among 

households. When the sons and daughters of transmigrants mature and marry, 

the number of households naturally increases. Some enumerators recorded the 

increase resulting from family division under sponsored migration, while 

others included this under the category "other." The records look very 

different. For example, if a community began with SOO families, SO left and 

70 new families were formed, the first type of record would show a net 

increase of 20 sponsored families with no record of leavers, while the second 

type of record would show a turnover of SO households or 10%. To assess the 

proportion of households leaving transmigration sites a list was prepared of 

all Repelita III villages where the enumerator clearly followed the second 

procedure and the population of sponsored migrants decreased over time. 

(Repelita II villages were excluded as most had been handed over to the 

provinces and recent data are incomplete.) Of the 42 village records in this 

category 29 villages, 47% of the households in the Repelita III survey sample, 

showed such losses. 
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Table 3: NUMBER OF SPONSORED MIGRANTS LEAVING REPELITA III SITES 

A B c D E 
Total HH Total HH in Sponsored % SP % 

Repel i ta III sites in survey SP wi th losses HH leaving sample total 

UEland 
Belias 3,507 2,482 375 15 11 
Teluk Kuantan 3 ,596 2,221 239 11 6 
Pem. Panggang 4,847 1, 928 247 13 5 
Sunggai Waras 669 669 166 25 25 
Batu Licin 3,574 2' 728 206 8 6 
Teluk Dalam 470 470 258 55 55 
Wawotabi 1,602 555 123 23 8 

Subtotal 18,265 11, 053 1,616 15 9 

Estate or Tree CroEs 
Baturaja 1,335 180 3 1 0 
Tepong Tandung 400 0 0 0 0 
Batulicin 1,191 1,191 149 12 12 

Subtotal 2,926 1, 371 152 11 5 

Tidal 
Air Sugihan 4,235 1,412 335 24 8 
Terusan Tengah 1,451 1,451 98 7 7 
Pangkoh 4,439 2,417 21 1 0 

Subtotal 10,125 5,280 454 9 5 

Total Repelita III 31,316 17, 704 2,222 13 7 

5. These villages show a handover rate of 13% on the average; 15% for 

upland, 12% for tree crops (consisting entirely of turnover in one PIR Khusus 

community in Batulicin) and 9% in tidal. Neither turnover by farm model nor 

by village is closely related to the number of families below the poverty 

line. Turnover in the range of 10-15% is neither unusual nor undesirable, 

although a high abandonment rates in specific villages is generally evidence 

of problems on sites. 
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6. The survey also records some 3,000 households consisting of 13,000 

people which have moved into the sites after settlement. Average household 

size is 4.33. Repelita III households have attracted into the site an average 

of six households/100 sponsored families while Repelita II households have 

attracted 14 households /1 00 sponsored families. This is not necessarily an 

exhaustive list of those attracted to the area by sponsored migrants. Since 

many sites do not permit fragmentation of land, family members attracted to 

the area often move onto land not officially under transmigration authority 
not X 

and these families would/be recorded. 

Repelita II 
Upland 
Trees 
Tidal 

Subtotal 

Repelita III 
Upland 
Trees 
Tidal 

Subtotal 

Total 

Conclusion 

Table 4: NUMBER OF SPONTANEOUS FAMILIES 
BY REPELITA AND FARM MODEL 

Sponsored 

5,483 
1,676 
1,255 
8,414 

18,265 
2 '926 

10' 770 
31,961 

40,375 

Spontaneous 

329 
814 

24 
1,167 

1,217 
200 
438 

1,855 

3,022 

Number Spontaneous/ 
100 Sponsored 

6 
48 

2 
14 

7 
7 
4 
6 

7.5 

7. The BPS survey data show that most transmigration villages increase 

in size over time. However, over one quarter of Repelita II and III sites 

have an early net loss and total handover appears to be on the order of 10-15% 
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of households within the first five years. Whi~e higher than the 1-2% 

official departure rate ordinarily cited by the Department of Transmigration, 

these figures are not unexpectedly high)nor, of themselves, a cause for 

alarm. Not all families attracted to transmigration are well suited to the 

transmigration life and the fact that these families leave and are replaced 

attests both to the voluntarism of the program and the pressure to find 

land. On the other hand, the fact that some few sites lose substantial 

numbers of settlers ( 20%+) suggests that some sites are doing less than others 
~ f s c "' fen-f'I a n CTYl 

and that / could well be used as part of an early warning system attesting to 

problems in the field. 

a~~~~~I[ 
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