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Mr. Robert S. McNamara - | - DATE: August 16, 1968
e ¢ ,
M. Shoaib 4
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I place below draft Terms of Reference for Bank Resident Staff
in Indonesia drawn up by Mr. Bell after consultation with me. This seems
to meet the situation and also takes care of the decision taken in May that
the Asia Department would continue to "service" the needs of the Mission at
the Washington Headquarters as well as process their papers, etc., for Board

and other consideration/action.

Enclosure

cc: Mr, Knapp
Mr. Goodman
Mr. Bell
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DRAFT
BRBell:1fb d
August 16, 1968

TERMS OF REFERENCE FOR BANK RESIDENT STAFF IN INDONESIA

1. This statement sets forth the Bank's objectives in establishing
a Resident Staff in Indonesia, and outlines the tasks of that staff and
its relation to the Government of Indonesia, to the Washington staff of
the Bank and to other institutions providing technical and other assise=
tance to Indonesia such as IMF, UNDP, the Harvard Advisory Service, US Aid,
etc.

A. Basic Objectives

2. The Bank's basic objectives in establishing a Resident Staff in
Indonesia are to provide to the Government of Indonesia advice and assis-
tance which it needs and has requested in the management of ‘its economic
affairs. The magnitude and difficulty of the economic problems which

the Government of Indonesia faces and its lack of adequate numbers of
experienced persomnel require assistance of the sort the Bank is con=-
templating in such volume and intensity that a Reslident Staff of some
size, supported by the Washington staff of the Bani, is required for the
purpose.

B. Tasks of the Resident Staff

3e The Resident Staff will have several major distinguishable but
related tasks. It will assist and advise the Government of Indonesia:
in the formation of its economic policlies and its overall economic plans
and programs; in the implementation of economic policy decisions; in
the preparation and execution of sgpecific sectoral and project programs
and plans; in the coordination and mobilization of the technical and
financial assistance which is and may be available to it. Incident to
these general tasks are a number of more specific ones including:

(a) assistance in the formulation of a development strategy and a five
year perspective development plan; (b) assistance in the formmlation
of the annual Covernment budget and particularly the specific content
of the annual development budget; (c) assistance in preparing and
executing and in arranging for the preparation and execution of specific
programs and projects of rehabilitation and development in the various
sectors of the economy, including particularly agriculture, the economic
infrastructure, industry and education; (d) assistance in the formula=-
tion of economic policies designed to achieve financial stabilization and
to facilitate the expansion of production and trade; (e) assistance in
the reorganization or the creation of economic institutions which will
effectively serve the purpose of rehabilitation and development.

L. It is the intention of the Government of Indonesia to rely
principally upon the Bank Resident Staff to assist it in coordinating
and making effective use of the technical assistance for development
purposes which is gvailable to Indonesia from foreign govermments,
-oreign private firms and from other international agencies. The coor=
dinating responsibility in the field of economic affairs rests in the
Indonesian Government with Bappenas, the National Development Flanning
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Agency, and the Minister of State for Economic and Financial Affairs, the
Sultan of Jogjakarta. Bappenas is responsible for the preparation of the
five year plan and the annual development budgets and has the responsibility
and anthority for coordinating all the economic planning and programming
activities of the Government. The Minister of State for Economic and
Financial Affairs has the responsibility and authority for coordination

of the actions of all economic ministries in the execution of plans and
programs. In addition, the Chairman of Bappenas also serves as the Chair-
man of the Economic Advisory Council to the President. The other members
of the Council are the Deputy Chairman of Bappenas, the Minister of Finance,
the Minister of Trade, and the Chairman of the Foreign Investment Committee.
The Bank Resident Staff will work in direct relationship to these three
agencies and, through Bappenas and the Minister of State for Economic and
Financial Affairs, with the operating ministries and agencies.

5. In connection with its rehabilitation and development needs and
efforts, the Government of Indonesia is currently being offered a multi=~
plicity of technical assistance and a variety of financial assistance.

The Government needs and has requested assistance in diagnosing the problems
which it faces in various sectors of the economy, in formulating the ques=-
tions which must be answered in the preparation of programs of sectoral
development and plans for specific projects. It is looking to the Bank
Resident Staff to provide the necessary assistance in formulating the
specific purposes and scope of necessary studies and setting the terms of
reference for technical assistance teams which may be provided by other
governments, by international agencies and by private consulting firms.

It expects assistance and advice in selecting the sources from which such
technical assistance should be obtained, in making the necessary contractual
and other arrangements in guiding and directing the study and project
planning efforts. It also expects the Resident Staff to assist in the
direct preparation of projects on the basis of studies conducted either

by the government agencies themselves or technical assistance personnel.

In general the Government expects help from the Resident Staff in mobilizing
and coordinating financial and technical assistance and in arranging for
its effective utilization in Indonesials stabilization and development
effort.

C. Relation of Resident Staff to Cther ?emcies Providing
Technical Assistance to Government of Indonesia

6. The International Monetary Fund is providing resident personnel
who are also assisting in advising the Government of Indonesia. Most of
its resident personnel are assisting the Ministry of Finance in tax and
budget administration; several are advising the Central Bank and the
Ministry of Finance in respect to financial and exchange policy. The Asian
Development Bank plans to provide a small resident team to assist the Govern- -
ment in the area of food production. The Bank and these two institutions
have agreed that their respective resident staffs will work in close coopera=
tion, and by continuous.consultation will avoid either duplication of ei‘fort
or con.flict. in those areas where their concerns coincide or converge.- A
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Ts In addition, the Development Advisory Service of Harvard University
will have a team of five economists assisting Bappenas. The FAO and UNDP

end other international agencies, as well as national agencies, also are

and will be providing technical assistance. It is the intention of the
Government of Indonesia to rely on the Bank Resident Staff for assistance

in coordinating the effective utilization of the various technical assis-
tance personnel provided by these agencies.

D. Relation of Resident Staff to Washington Staff of the Bank

of the Bank and Vice President Shoaib, acting for him. Mr. Shoaib will
call upon the various Departments of t.he Bank and IFC as he considers
necessary; in particular he will look to the Asia Department to ensure
J service to the Resident Staff, the flow to it of necessary operational,
procedural and informational matter. The Staff will function and dis-
charge responsibilities in behalf of all Departments of the Bank and IFC.
t will look to the various Departments of the Bank and IFC for support
and assistance and it is essential that it receive this support and
assistance, In making recommendations to and otherwise assisting the
“> ) iQovernment of Indonesia in respect to its economic policies and operations
PRSP N Resident Staff will, within the general framework of Bank policy, act
\E? out prior consultation with the Washington Staff of the Bank except
;; t‘* as it considers advisable. In assisting and advising in the preparation
of terms of reference for technical assistance teams, in the selection of
sources from which such teams should be obtained and in the guidance and
K pemsion of the work of such teams, the Resident Staff will act on its

8. The Resident Staff will be directly responsible to the President /

authority but will rely on the Projects Department and IFC for assis=
ce and support. It will draw upon the Projects Department and IFC for
term specialists as it considers advisable and necessary.

“J

y .
3 ' D 9. The Resident Staff wi ive guidance and assistance to the
\z‘) Bank's project appraisal mi - ﬁ review, comment upon and make
mmm»w%mal reports. It will also give .
giz assistance to Bank economic missions and will review, comment

“\
ol

upon and make recommendatiBHE-witir rESPECT T0 raports of these missions: to
the Bank and to the Inter-Govemmental Group for Aid to Indonesia. '

10. The Resident Staff will recommend to the Projects Department
projects which should be appraised for Bank/IDA financing.
1. The Resident Staff will determine the uses to be made of the

proposed technical assistance credit to Indonesia.

12. A1l communications between the Bank group and the Government of
Indonesia will be through the Resident Staff.

D. Size, Composition and Cost of the Resident Staff

h I In accordance with the 1968-69 administrative budget, the Resident
Staff will include ten professional personnel, drawn largely from the permanent
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staff of the Bank. Budgetary provision to the extent of $560,000 has been
made for the year. One member of the Resident Staff is already in Djakarta.
The Director will arrive early in September and others will follow in
September and October.
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FRCMg Sultan Hamengkubuwono IX, HMinister of State in cha
: Beonomics, Finande and Industry, Republic of Indowr€sia

TC: Mr, Robert S, NcNamara, Prosident of the International
Bank for Reccastruction and Development, Washingtcn, D.Ce
L]

- June 5, 1988,

Mr., Robert 5, McNamara, President
International Bank for Reconstruction and Development

Dear Nr, licNamara,

During the past week in acogpdance with the instructions of President
Socharto, I, the Economics Hinisters respensible to me, the Chairman of the
National Development Planning Agency and the Governor of the Bank Negara,
have been discussing with your Vice President Shoaib and Mr, Bernard Bell,.
the desire of our Government for techmical assistance ané advice from the
Internaticnal Bank in planning and coanducting a program of rehabilitation’
and development of the Indcnesian economy. Je have been pleased to learn
fron-these discussions that the 3aank is prepared to provide this agsistance.
On behalf of my Government, I re uest that you kindly do so.

We believe that for the purpose it would be desirable that the Bank
esteblish a Resident Staff of sone size in Indonesia which wculd be-
supplemented, as required, by short~ternm specialist personnel, £8 I have
already indicated, we would look to and rely. upon this staff for assistance
and advice in cur rehabilitetion and development efforts, that is to say,
in the management c¢f our economic affairs., e are already receiving
assistance and advice frcm the In“erne-ional Monetary Fund in our
stabilisaticn efforts and, more &_ccifically, in dealing v.th monetary and
fiscal prublems, e reccgnise tha: the task of rehabilit--ion and
developmen- cannot be separated from the task of stabilisatior and we
therefore ex -t that your internaticnal institutions will cooperate fully
in assisti, and advisiang us in our total econcnic effort, Similarly, we
are receiving assistance fronm the 4sian Development Bank in the field o
agriculture. I have no doubt that there will be the fullest cooperaticn
between the two Banks.

More specifically, we envisage two distinguishable but related tasks
for the Bank Resident Staff. The first is to assisi and advise us in the
formulatlon and in the implementa*ion of the overall econonic plana and
programs which will guide and direct our stabilisation-rehabilitation~
development effort. The second is to ascist and advise in the planning

and execul -~ of specific pregrans and projects or rehabilitaticn and
developn in varicus sectors cf the cconomy. In “.is connection, an
importan —ort of the task would be as=ictance *c us in co~ordinating
our uti 4tion of the many forms and -ypes of t-chnical and -—inancial
assista: which arc and may be availav.ec to us.

..-..PPENRS ¥ VilGe saew
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BAPPENAS, the Naticmal Develcpnent Planning Agency, is the
Agency of our Government responsible for and authorized to plan
our econocnic efforte and to coordinate all the economic plans and
prograns of the Government. 48 Minister of State for Eccnomic and
Pinancial Affairs, I am responsible for the coordinaticn of execution
of the econcmic plans and programs of the Government. We believe
that the Bank Resident Staff could function mcst effectively if it
were directly related to and directly assisting BAPPENAS and through
BAPFENLS, a5 well as myself, the Econcmic Agencies of the Government.
e would ~xpect the Head of the 3ank Resident Staff to be immediately
available to and to have direct access to the Chairman of BAPPENAS,
myself and other Econcmic Ministers,

le hope that with this assistance, as well as that provided from-
other sources, we will be able to achieve the econcmic progress of
Indonesia which has been sc long delayed and is so much desired.
Sincerely yours,’
Kinister of State im charge

of Ecowaenics, Finance
and Industry

HAMENGKUBUWCNG IX,
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INTZRNATICNAL BiNK FCR RECCNSTRUCTION AND DEVELCPMENT

Your Highness, June 15, 1968
This is in response to your letter of June 12, 1968 in which on behalf of your

Government you request that the International Bank for Reconstruction and Development

gseist and advise you in your efforts to formulate and execute vlans and programs

for the .stubilisation, rehabilation and development of the Indonesian economy. I

have discussed this request and the way in which the Bank could respond to it with

you and your associated lNinisters, with the representatives of the Government which

are providing aid to Indonesia and today with President Soeharto. I am happy to

confirm here that the Bank is prepared to provide the assistance and advice you ha-

ve requested. J

Fou have suggested that for the purpose the Bank should establish a Resident
Staff in Indonesia. I believe that this is desirable and we shall do so as quickly
as the necessary arrange:icnts can be made. I am designating as’ the Diredtor of the

taff kr. Bernsrd &. Deii who is one of the senior executives of the Bank. He will
_¢ assisted by FMr. Alfred Matter, onother senior member of the Bank's staff who is
already resident in Indonesia and by others of our most qualified and experienced
personal. ;

I also agree with your suggestion that our Resident 3taff should work in direct
relaticnship to BAPPLEN43, the National Development Planning igency, to you as Minis#<:
ter for Staté for Zconomic and Financial Affairs, and that through your two offices
the staff should work with the various Zconomic ldnisteries. This is on the basis of
my understanding that BAPPzN.4S is responsible for preparing and co-ordinating the
econowic plans and programs of the Government anc¢ that you are responsible for co-
ordinating the execution of these plans and programs by all the economic Ministeries
of your Government. The Direcctor of our resident staff will, as you suggest, be imme=-
diately available to and will have direct access to the Chairman of BiPPZEN4iS, to you
and to the economic winisters whose activities you co-ordinate.

Cur resident staff will be prepared to advise and assist you in agll phasess of

*yve effort which you have launched to achieve financial stabiligation, to rehabili-

1te your production and infrastructure facilitie€s, and to begin the process of .
expansion of these facilities and of the output and income of the Indonesian:
economy. To this end it will be prepared to assist and advise Zirst in the formula-
tior of overall economic plans and programs, second in the planning of specific
development programs and projects, third in the implementation of these plans and >
prograns and fourth in the co-ordination of the utilization of the technical and
financial assistance which is avdlable to you from various sources. Wwe will co -
operate in this endeavour with the International lonetary Fund which is already
assisting and advising you in your stabilisation effort and with the other interna-

tional agencies and Governwments which are providing technical and financial nsgis- -
tance to you. k

We recognise, as you do; that Indonesia faces serious and difficult problems
but we believe that given the courage and the determination with which your CGovern-—
ment is attacking these problews and the assistance which the Bank, other interna-
tional agencies and other Governments can provide there is sound basis for hope
taht Indonesia will make the cconomic progress we all so much desire.

Sicerely yours,

Robert 8. hc.Namara
Preeident
Hamergkubuwono IX,
Mipister of Stat  in charge of
Economics, Finance and Industry,
Repubiic of Indonesiaj
DJakaRrTa. [

/bs.
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TERMS OF REFERENCE FOR BANK RESIDENT STAFF IN INDONESTA

1. This statement sets forth the Bank's objectives in establishing
a resident staff in Indonesia, and outlines the tasks of that staff and
its relation to the Government of Indonesia, to the Washington staff of
the Bank and to other institutions providing technical and other assistance
to Indonesia such as IMF, UNDP, the Harvard Advisory Service, US AID, etc.
This statement also indicates the proposed staffing of the resident team,

a target time schedule for its establishment and a rough estimate of the
cost of the operation.

A. Basic Objectives

2. The Bank's basic objectives in establishing a resident staff in
Indonesia are to provide to the Government of Indonesia advice and assis-
tance which it needs and has requested in the management of its economic_
gggg;xs.q The magnitude and difficulty of economic problems which ‘the
vernment of Indonesia faces and its lack of adequate numbers of experi-

~enced personnel require assistance of the sort the Bank is contemplating

in such volume and intensity that a resident staff of some size, supported
by the Washington staff of the Bank, is required for the purpose.

B. Tasks of the Resident Staff

3. The resident staff will have two distinct although related general
tasks. One is to provide assistance and advice to the Government of Indonesia
In the formation of its economic policies and programs and in the effort te
Eggiement economic policy and program decisions. 1¢ second task is to assist
and advise the Government of Indonesia in the specific planning and the execu-
tion of its investment program. The term investment program is used broadly
tc embrace the immediate effort to rehabilitate physical production and
infrastructure facilities, the reorganization, where necessary, of the
agencies responsible for managing and operating these facilities, and the

longer-run task of expanding and improving physical facilities and their
operation and management.

k. More specifically, in connection with the first of the two general
tasks mentioned above, it will be the job of the Bank's resident stafi to
advise and assist the Government of Indonesia in the management of i

economic affairs, that is to say in deciding what action it should take

T deal with a whole series of economic problems and in organizing itself

to take these actions effectively. The following is a partial but incomplete
list of these problems, not necessarily in the order of their importance or
urgency.
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(a) What should be done by the Government to bring about
immediate expansion of food production? This will involve
decisions with respect to the prices at which the Govern=-
ment will attempt to procure domestically produced rice and
other food grains, the organization of such procurement,

the removal of existing legal and illegal barriers to the
movement of rice and other food grains out of the areas in
which they are produced, the regulation, if any, of the
purchasing and marketing operations of private traders and
rice mills etc. It will also involve decisions with respect
to the procurement of fertilizers, plant protection materials
and other agricultural production inputs, the distribution and
pricing of these inputs, the extension of credit to farmers
etc. It will involve particularly decisions with respect -
to the means by which the import, the multiplication and
—distribution of new high yielding varieties of rice, corn,
sorghum and other food grains can be accelerated along with
the means by which necessary trials and adaptive research
can be conducted. It will also involve decisions with
respect to the financing and organization of a program of
rehabilitation of existing irrigation facilities. The Asian
Development Bank is already providing advice and assistance
©n_Tthis problem.

p—

(b) What should be done by the Government with respect

to the import of supplementary supplies of rice and other
food grains, the distribution and sale pricing of Government
procured food grains? What can and should be done in sub-
stituting other grains for rice, taking into account the
possible consequences on both the short and the long run?
Decisions and action on this set of problems, along with
the set of production problems mentioned above, are of
critical importance since the rice or grain supply and
price situation is probably the most critical and dynamic
factor in the current hyper-inflation,

(¢) What should be done to expand production of export Tiijéf”

crops produced both by estates, Government and private, and

by small holders? This involves questions of organization

and management in the case of Government estates, of credit,
export taxes, ex ates, supplies of current inputs and

3T equipment efc. It also involves questions of organization

of trade in rural areas, of smuggiing, private and semi-official.
It further involves the whole range of difficult questions

posed by the large numbers of overage rubber trees, the necessity
for replanting or replacement by other crops, such as oil palm,
It involves a further series of questions with respect to the
ownership and management status of estates which either are or
were foreign owned, the tax and other arrangements relating to
foreign enterprise etc.,
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(d) What can be done to accelerate the expansion of petroleum J/A-

production and petroleum exploration activities? This involves ﬂm‘/
' ‘$he whole nature of tex gnd concession arrengements with foreign 7
%:;%1_0_%11_1&3, incIuding those now operating in Indonesia, as ‘mﬁ .

as those which might be interested in undertaking explora-

tion and production. It also involves the management of crude M

0il production and refining and distribution of petroleum

products by Government-owned companies. This set of problems

is also of critical importance in view of the extent of

Indonesia's proven oil reserves, the promising outlooXk for

new discoveries, and the relatively small part of the rapidly

growing Pacific market which Indonesia now supplies.

(e) What should be done to attract and arrange for private
foreign investment in Indonesia? What kind of arrangements

. should be made? What can be done to induce investment in other
than extractive industries etec.?

(f) What can be done to rehabilitate, where necessary, existing
manufacturing facilities in Indonesia, including those owned and
operated by private as well as public enterprises? What can be
done to obtain fuller and more efficient utilization of these
facilities? These involve a whole series of questions, including
import duties, credit, management, supplies of production materials
and equipment, involving especially replacement parts etc.

(g) What can be done to induce private, domestic investment in
manufacturing and service activities? = This involves a whole
series of questions not least of which is the difficult one of
the Chinese community.

(h) What can be done to halt the continuing inflation? This M?
involves all the questions of fiscal and monetary policy and '\
operations with which the IMF and its resident team are very

~directly toficernéd, but which will need to be the concern also
of—the-BariK™s resident staff working in extremely close coopera-

tion with and relying heavily upon the IMF personnel., This also

involves the whole matter of the magnitude.and character of i -
foreign aid requirements. ,4.!0

(1) What can be done to establish better control over the /L‘;'
foreign exchange earnings of Indonesian exporters and to reduce

the capital plight which now occurs by under-invoicing of exports,
over-invoicing of imports, smuggling, etc.?

(3J) What can be done without the imposition of direct adminis- :
‘Iﬁw to redice—the ImMport of non-essentials and P e
ies? i ) -

s
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(k) What can be done to enlarge and improve the flow of basic
information on economic activity? This matter is critical since
at present the facts with respect to production, trade, and
prices are not only scarce but the realities of the situation
are only dimly perceived. Much action and planning today occurs
in a considerable information vacuum,

(1) What can be done to establish a reasonable degree of knowledge
of and control over economic activity and the activity of govern-
mental authorities in regions not immediately adjacent to D:jakarta? e

This involves the relationshi Pr es w

,r i ¢ .Waﬁ tax revenues. }
/ The~IMP-ie-providi Sident staff to assist Indonesia in this M j—

matter and in the entire matter of tax administration.

(m) What can be done to establish, organize and conduct a vigorous
and effective population control program?

(n) What can be done to improve and rationalize the allocation
of the Government's financial resources? This involves the
whole problem of redundant civil persomnel in the Government,
of the size of the military establishment, in the context of
the existing unemployment situation.,

(o) What can be done to improve the formulation and the co-
ordination and channeling of foreign aid requests?

(p) What can be done to realize Indonesia's tourism earning
potential?

These are only a few of the economic problems which the
Government of Indonesia faces and must deal with virtually
immediately. There are also longer-run tasks which it must
tackle, including the formulation of a general development
strategy, the formulation of a longer-run plan for the develop~
ment of the economy etc.

5. In connection with the second general task, the Bank's resident
staff will assist the Planning Organization and the operat.ing Ministries
and Agencies of the Indonesian Government in plamning and executing invest-
ment activities designed to rehabilitate and improve production of infra-
structure facilities. A bewildering multiplicity of technical assistance
is currently be Feres to Indonesia in almost every conceivable fieldy

of Indonesia fgCes t.wo main difficulties :m ut;il:.zmg thls assistance. The
first is that/its agencies ] assistance, to make pre-
liminary diggnoses of problems they face in ious sectorsg and to formulate

4%
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the questions which must be answered in the preparation of specific project

plans. The Government needs assistance in setting the terms of reference

for technical assistance teams which may be provided by other Governments,

by international agencies and by private consulting firms to do project

preparation work. It needs assistance in selecting the sources from which

such assistance should be obtained, in making the necessary contractual

and other arrangements, and in guiding and supervising these study and

project planning efforts. It needs assistance equally in arranging for

the utilization of technical assistance personnel in the execution of ‘r‘
projects and their management and operation. The second major problem ¢AHP“
which the Government faces in this comnection is that of coordinating the Abf
le variety of technical assistance which is being oYYErEO™Emd=wirreIrwrll M

' us 4 e __—“_.m
6. In order to perform these two distinct although related functions,
the Bank's resident staff will need to be organized in two units. One unit
will 'have responsibility principally for assisting and advising the Govern-

t in the management of its economic affairs, that is in dealing with the
economic problems and policy issues listed in paragraph Li above as well as
others, This unit should be able to call for support as needed from the
ec ¢ Staff in the Area and Economics Department of the Washington office.
The jother unit should call upon and should be supported and supplemented
by the Projects Department staff in Washington, and also the IFC staff.
Personnel of these Departments will make short-term visits to Indonesia and
work in the Washington office as needed for the purpose.

7. This second unit of the resident staff, as supplemented and supported
by the Washington staff, will perform its task in two ways. (a) It will it-
self assist the Govermnent of Indonesia in the preparation of projects for
financing by the Bank or other aid-givers. (b) It will assist the Government
of Indonesia in arranging for studies and project preparation by appropriately
qualified teams provided by other international agencies, governments, private
consulting firms and other organizations.

C. Relation of the Resident Staff to the Government of Indonesia

8. The resident staff should be so placed in relation to the structure
of the Government of Indonesia that it is directly advising and has direct
access to the top decision-making officers of that Government. It might be
attached either to the Office of the President or to the Minister of Economic
Affairs (the Sultan of Joggakarta), or to the Economic Adviser to the President
(the present Head of Bappenas, Mr. Widjojo, serves informally in this capacity).
It is not certain, however, that Mr. Widjojo will remain in the Bappenas
position or that the present informal economic advisory arrangements will
continue, This matter should be explored with the individuals involved, in-
cluding especially Mr. Widjojo, and decisions made on the basis of that
exploration, It should be perfectly clear that the Bank team is not super-
seding but assisting the chief economic aides to the President,
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9. The second or project planning unit of the resident staff should
for working purposes be attached to Bappenas and through Bappenas to the
operating Ministries and other agencies of the Government. It will be
important that they work closely with these operating agencies.

D. Relation of Resident Staff to IMF Team, Harvard Advisory Service Team,

US ATD and Similar Teams, UNDP, FAO etc, ' DF
10. The resident team will need to cooperate very closely with both U '

the IMF resident staff and the Harvard Advisory Service team, both of which

will be advising and assisting the Government of Indonesia in important
areas of economic policy and program. It will be important that there not
be conflicting advice offered to the Govemnent and 'bhat duplication of
effort be avoided.s It is not sugg 3 ent team d:l.vest. itself

of responsibillty for A0V 204 as ' Y areas in which elther o
: B i v o t rather tha.t it ut.ilize their worE to

; degree w:.thout duplication or conflict. The avoidance of duplica
ti.on will require care in the staffing of the Bank's resident team and in
the direction of its work., It will also require continuous consultation
among the three teams. :

11. The residep 5 11

%tt‘_ﬁ_tmhmgal_ag istmc ctivities of naticnal & .
1 be able to exercise this responsibility for the mos?t p

the Government of Indonesia. It will be essential, therefore, that the Gmrem-

ment make clear to the other agencies that it is relying on the assistance of UN 8P

the Bank's resident staff for this purpose. It will also be desirable and L

probably necessary, that the Bank and these other agencies rea.ch an under-
standing on this matter by direct consultation.

E. Relation of Resident Staff to Washington Staff of the Bank
12, The resident staff, through its Chief, will be directly responsible / / z

to the President of the Bank and Vice President Shoaib, acting for him.

respect to its economic policy and program, the resident staff will act
without prior consultation with the Washington staff of the Bank except

as it considers advisable. -In assistance and advice in the preparation

of terms of refeérence for technical assistance teams and selection of
sources from which such teams should be obtained, the resident staff will
act with a considerable degree of independence, but will rely upon the
Projects Department for support and assistance. It will consult with and
use the advice of its Washington staff and short-term specialists dispatched
from Washington on its request as it considers advisable and necessary.

It will make recommendations to the Washington staff for the use of the
proposed IDA technical assistance credit.

13 In making recommendations to the Government of Indonesia in ” }*

£
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L. In the supervision of ongoing work by technical assistance teams,
including especially those financed by the proposed IDA credit, the resident
staff will consult with and draw upon the Projects Department.

15. The resident staff will give guidance and assistance to the Bank's

Wmmlfreﬁew, comment upon and make recommenda- o
respect to appraisal reports. PR ol

16, The resident staff will also give guidance and assistance to Bank
economic missions and will review, comment upon and make recommendations with x
respect to the reports of these missions and reports to the inter-governmental

group.

2 18 The resident staff will recommend to the Area and Projects Depart- :
ments projects which should be appraised as a basis for possible Bank/IDA .
6 -.' :

s financing.

F., Size and Composition of the Resident Staff ¢c”

18. As already indicated, the resident staff will consist essentially
of two units, both working under the direction of the Chief of the resident
staff, What may be called the Economic Advisory Unit should include, aside
from the Chief of the resident staff, at least, initially, four persons.
These should together be competent in the major areas of economic policy,
taking into account the particular competence that will be present in the
IMF and Harvard Advisory Service teams. The exact composition of the unit
mugt await further discussion with the IMF and the Harvard Advisory Service.
A The other unit of the resident staff should include, at least o '-1 '
initially, four or five persons. This unit should be headed by Mr. Matter fl 7 o
and tentatively should include, in addition, one agriculturalist specializing ~
in export rather than food crops, one transportation specialist, and one other
sector specialist yet to be determined. _

G. Cost

20, As indicated above, the resident staff will include probably ten’
professional members. It will need, in addition, if it is to operate effectively,
at least three secretaries from Washingt.on It may be that this secretarial

and administrative staff may need to be augmented, if it should prove impossible
to find in Indonesia additional competent secretarial assistance and a man who
can serve effectively as Administrative Officer to deal with the whole range

of logistic problems which the staff will face. The annual costs involved

may be estimated approximately as follows:
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10 Professionals
Salaries and allowances 2 $300,000.
Travel and transport of effects : $100,000 -
3 Non-;professionals .
Salaries and allowances ; $ 35,000
Travel and transport of effects $ 10,000
Vehicles and Office Equipment $ 50,000
Residential Eq'gipment (_a:i_.r-;conditioners etc. ) $ 20,000
Rent of Residences | $100,000
Miscellaneous and Unforeseen $_85,000

$700,000

The figures above do not include the cost of office space, the compensation
of local employees, including secretaries and drivers, cost of transporta-
tion in Indonesia, and other similar local costs. Trbe Government of Indonesgia
should be asked to contribute to these local costs to the extent pos CH

H, Target Time Schedule @w«_l 'tt:._¢ — ‘Tt:. f(_bu—‘

21, The Chief of the resident staff and one member of its economic
advisory unit should arrive in Indonesia by mid-August. Mr. Matter is, of
course, already in Indonesia, The remaining members of the resident staff
should arrive in Indonesia early in September. This schedule is a target.
Its achievement will depend on a number of factors including (a) the finding
of places for the staff to live in Djakarta which is one of the most diffi-
cult problems the Government and the Bank will have to solve. (b) The
finding and equipment of office space adequate to accommodate the staff
which will also be a difficult problem, since office space in Djakarta

is scarce and since all necessary office equipment will probably have to

be procured abroad. (c) The provision from abroad of automobiles without
which the staff will be unable to handle either its work or living problems.
(d) The selection and mobilization of the necessary personnel,

Vv
cc: Messrs. Shoaib, Aldewereld, Knapp, Friedman, Demuth, Cargill, Chadenet
F and Operational Files
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TO:

FROM:

SUBJECT.:

: Ml
INTERNATIONAL DEVELOPMENT . INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORATION

OFFICE MEMORANDUM Sape s

Files

DATE: May 15, 1968

Richard H. Demuth\\‘ y

Technical Assistance to Indonesia - Meeting with UNDP Administrator

RHD:tf

Mr. Cargill and I met on May 8 with Mr. Paul Hoffman, Adminis-
trator of UNDP, Mr. David Owen, Co-Administrator, and Mr. van der Ooxﬁt
the UNDP desk officer on Indonesia, to discuss the Bank's proposed
technical assistance to Indonesia. The principal points that emerged
from cur discussions were: : '

(1)

(2)

(3)

(L)

UNDP welcomes the initiative which the Bank plans to take
in Indonesia. It believes it important that the principal
Bank representative, the principal IMF representative, and
the UNDP Resident Representative maintain close contact in
order to coordinate their activities but, implicitly, they
accepted Bank leadership in working out a strategy for
development for the country.

The Special Fund sector of the UNDP would like to under-
take a great many more projects in Indonesia. The trans-
port survey which we are organizing with UNDP financing
represents only a fraction of the amount which the Special
Fund is willing to put into Indonesia. Any urgent Special
Fund projects in Indonesia could be started promptly under
the Preliminary Operations procedure.

The EPTA allocation for UNDP is fully programmed. However,
of the 75 posts agreed upon, only about 25 have been
filled because of various delays, particularly in recruit-
ment.

The UNDP officials emphasized that among the difficulties
in giving effective technical assistance to Indonesia were
(a) the lack of housing, (b) the lack of local currency to
meet local costs, and (c) the lack of small pieces of
equipment such as copying machines, Jjeeps, etc., to make
the efforts of the technical assistance experts effective.
They urge that, if we make an IDA credit for technical as-
sistance to Indonesia, we include provision for small

~ pieces of equipment, not only for our experts but for other

experts in Indonesia.

cc: Messrs. McNamara, Knepp, Shoaib, Friedman, Cargill, Bell, Brakel,

Sella and Riley v
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' Different }ﬂniatriea and atate entarprises havo at one 'bima ar,
b mother requestad advisers from the Bank to help prepare some of the
- { smaller rehabilitation and improvement projects to be financed out of the
: 1968 and 1969 bilateral project assistance, None of these requests was,

-{however, clearly defined, As a general rule, this is a more difficult s:

t

in which to give advice, because it is so diffused and covers so many:i';
_ . Furthermore, the donor countries uaually prefer to have these i
':bilateral projeots prepared by their Ic:vwn teohniciana. __:‘-

pursued ﬁmbhor, auparviaod,
"o ting" tram head.quartora
. Highways ‘3 '
b)" Teleo omrmmioati_ms_ .
o) ! Electric Power * |- ' -
d) Irrigatim (both rehabﬂita‘him,. 1n oonneot.im uith
: - project, -supervision, and new aroaa.‘):
9 e) TFertilizer (a.ll three atudiea) 5!

g; Cement L S

h) Inter-ialand Shipp ,_
1) . Railways : il

,j) Garuda Airl:lne

- The general reasons for guid:lng and supewising theae atudiaa

- "|

Theegeie tranw -'\c-"v:i'-._

o

et ey

1through Moommters" from headquarters rather than resident staff have been. ’

stated in earlier memos, But there are three additional reasons in the -
.case of the partiicular studies mentioned above, . First, several of them.
have been initiated by Bank staff from headquarters, and it is -important.

- 1to maintain contimuity, Second, somel of the Ministries alveady have other .
#iforeign Yadvisers", and resident Bank staff would in these cases -only ledd:.

{to overlapping and friction, Third, most of these studies will be financed

-by bi-lateral donors, and it is not yet clear and would have to be nego-
+tiated in each case between tha Indonesian’ Government and the ‘Donor !
I'i-rmld walcome Bank

1 1.) one ganeralist to aaais’b tha ohief of 'bha rea:ldsnt e
--jl-'._”miasimandaot‘:ln_,___
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The UNDP has been asked and has approved some

gricultural advisers, especially in food production but : . .}

;]
ent,

agreed in general to this composition of the initial ' ;:.
queat,'a s

- Ag regards the. agricultural %

' ‘specialist, they pointed out that they had already asked the Asian Deve

_":«ment Bank for a

Y
duplida |
ary with

» JI:shall

‘give a full report on these coordinating arrangements with the other.

.;agenoles as they develop, '
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resident staff already provided by o'}

One important element in establishin,
requested from other bilateral or multilateral sources.

s,
isbrative aaai&rbant.

'gener:

» they pointed out that under the proposed.:.

ghway study there will be three transportation generalists specifi-’fi:t’is
The following requests for technical assistanae,

' The U.S. "Executive Service Corps" will provide n
' In recormending further resident staff

‘retired U.Ss executives to advise both private and state-owned industrial

ren

SR oy

*4n fields other than highwa
.on_é éecfetaz?/adhﬂ.i'l_

5 ‘mentioned studiea: -
UNIDO has been asked to review the status of. several

“'one transportation
ECAFE has been asked to pursue the port study in which it

of which 22 from FAO in the field of agriculture, one in

“:highways, one in telecommnications, one in electric power, one in river

I ‘dredging, etc.

.,-.on my retun;n to Indonesia, I shai]-.l-donfimie_ to explore ﬁhé”fneed. :

‘for additional Bank resident staff,

+i: this need will be the assistance and

o
£ L
giN

2

" A senior staff member from ADB, Mr, George Rosen, will visit

"';_':'inddne-sié -An June "“to identify ADB studies and projects™ and we have :

8

m
g8 m
&

o

i)

g

The same kind of.coordination:_in_the field will be necess

tmiﬁe'SQ' .
‘had already prepared last year an initial and useful report,

#
%
¥

'of Southeast Asian Countries, at its recent meeting in Kuala Lumpur, has’

A¥E

‘team, but with some reservations which contradicted their earlier re
‘addition to the above-mentioned request to the ADB, illustrate this potb

-also the other fields, and they were concerned about duplication, '
wit 4ial risk of overlapping,

oontradicting advice,

‘the agencies involved,
<75 advisers,

2

.
L

'awill be duplication and friction not only between individual advisers but
.‘been asked to make a study of improving telecommunications between _them,

e

-cally assigned to BAPPINAS, and volced their concern about getting too mic

" regards the transport generalist

" UNDP hi

 visit to the Bank,
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’ Sbatus of Sector ‘and Projeot Studies, a.nd e
Estima.te of Assistance to be Prorvided by Bamc/IFC Staff

R I&.’.EED mosrmr . S S T Ass'IsmruB r'rz:ovn i
Gt O el PRESEWT SNTUS e o " " NEXP STEPS :° . ' FROM BANK/IFC STATF
PROJECT (US $) EBIANGE et o e a8 il - ' DIRING NE.(T SIX !‘.O‘T‘IS

.- HIGHWAYS - : Scope of stucw, prepared ‘by A eement on terms of - van Helden s . oo
ST T - the Bank, has been officially  reference and choice of 1 week in June ~ .
Al 2 =<' gubmitted by the Government consultants. (in connection with
T £ & o : ‘-to UNDP, The latter has - -~ ers will prepare Sah economic mission)
: L AR wE ‘agreed to it and will make -~ “#ivgt draft and first. [, 7 o
: ; _ : £ ‘2 gyailable funds for preljmi - - Ust, to be cleared in . weeks in Hwember
- ‘ e S - nay eration: : --.r_~a~-' .-Djakarta by resident Lor, December. - - -

adviser, Négotiations:
. with consultants are .
., schednled for August and

- the first consultant =

: team is expected to. L
3 . ‘arrive in October,- n

~-Mr, van Helden will

- dlscuss the status in

June when visiting
Djakarta as member of
Baflk economic mission

“PELECOIT- = : ‘ A e
NICATIONS - el oS il ol O e ” e i e P i W 8
First phase 100,000 (?) Aistralia Rough first draft terms of © . Agreement on detailed : ?asudevan ‘ e
k. e o :Eeference for first phase. . Yerms of reference and 1 week in June
(mainly preparation of an | ' negotiation of contract: - :
_emergency rehabilitation and E%ween Government of - 2 weeks _1n Octo‘cer_
investment program, and = ' Indonesia and Australia,  or November - -
_ preparation of the long- s Senior Australian tele- e R
range study), prepared by | commnications official
‘resident adviser, have 'Igeen -~ “1is scheduled to visit = ~..°
'_ submitted by Government to . - Djakarta shortly for pre-

. Australia for financing by == liminary discussions, - .
grant. Australia's first .  which it would be helpful e o AR e
rea.ct:n.on has been favorable, ~ if a staff member from .. e i " e AR
: ject to more detailed” ~ ik headquarters could A e o e

-““cuSSion Of scope arld T -': - -n. .| _.--‘,‘..\ b ._._-.. i '-,'1 '7". ) oty S : - iyt e e
costs. - .. ISR ey BT R
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“SETR

z.STIIan.D .
.COST
(Us $)

FROSPECTIVE
'SQURCE OF
FINANCE

ASSISTAICE 1i2ZDzD
FROM BANK/IFC STASF

TELECGH

~ Second phase . (i

PO

_ 'F.‘i_.;'sE phase "

100 000 (?)

I .3;, br
" West

. Germany,
.'- or Jauan

o The se&ond pha.se, mainly e

- preparation of a long-range

" ... .investment program, cught

Tt 4o ghart durmg the first
: 'I'hal.f Of 1969.

: Second_w .'1

phase '

:r
Rt

o Rcugh first draft t.erms of
" reference for first phase

* (mainly preparation of an ° |
~ emergency rehabilitation and
©+ " investment program, and

" 'preparation of the long-"

- . range study), prepared b:r _
—— resident adviser, will
_ shortly be submitted by

. CGovernment to U.S., West .
"7 7' Germany and Japan for
""" financing by grant.

" Te second phase, mainly
.. _preparation of a long-range -
- investment program, ought

to start in the first half, '

o E R e

"Agreéme;zt' on detailed
' erms of reference and
~ cholce of consultznts,

country. o o

_ Once a donor country has
-~ shown interest in the
‘study, 1t is likely to

send officials to

. Djakarta for exploratory . -- -
. talks, Tt would be help-
..o, Dal If a staff member _

from Bank headquarters

" could join these talks,
" The timing will depend on

the prospective donor

- ;

-~ i i
L -

. - S. -

DORING MNEZT SIX ICUTHS

27 e
e
i = 2
: i .

LR TN
2 weeks in July or

Mugust (after first
response from

: prospective denor

ountry). e

el S e
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. PROJECT

~ESTLTED

. COST

-SCURCE OF
(US $) '

FISEGIIE. . : . e e

T wn. e .. ASSISTAIOE NEEDED

~ FROM BAIIK/IFC STAFFP
DURING MNEXT SIX MOITHS

FERTTLIZER
- Feasibility -

of extending .

_existing
plant at ~

“of gas for

proposed new | :
-plant at - - - -

_.Tjirebon

N

vailability |

100 000 (?) a0

'.;" :

%o review terms of reference,
. -to agsure that study does not
- ‘exclude any potential source
-7 of bi-lateral or rmlti-lateral
E 'rtinancmg (such as IDA, A.DB, ‘

.0 look into possibility of -
"-new plant, based on gas

" follow Pusri extension).

gas reserves. SN e

Tt el L PR B

: FINANCE - et iy FE e oS I:,‘;".':‘::.-' et e

" Goveérnment has asked the Bank "~

- reference with this-
. .0bjective, and an return
-~ ko Washington will
discuss with U.S,AID the

"‘consulta.nt. o

*or B e R Tr IS SR A e T
Government has asked Bank/IFC
' " gas reserves,

_ available at Tjirebon (to - .

~ Main question is adequacy of
""" including possibly -

_ exploration companies

"IFC mission

consisting of ¢
Hagsan
Hilton
Peacock

- Gas specialist
Three veeks in

Prepare terms of refer-
ence of feasibility study.
IFC mission visiting
Indonesia during lay/June
w11l draft terms of

choice of a suita‘bla

Ebtabllsh aclecmacy of & "Sea above s
" (further v131ts B
depending on

Above IFC mission, which :
will include gas special-

further investigations s

drilling, will be

" necessary to estimate

reserves, Drilling could _ o
presumably be carried out ... . ..ol

by state oll company = . acineea e

through one of several

already working in. = - e e

.. Indonesia, Consultant !
..., might be required for ~ . .. i

- supervision and evalua- - . ¢

tion of dt'ﬂ.l:mgs. ' i

Hay/Jme -.-_;‘ ERC T

miss:.on's fincbngs)
. ist, will recommend what-__—.ﬁ_._, W R R



ESTOUMED

PROGPILTIVE

SzCToR . e s e R U PR s Tt e ; ASSISTA” 1LED:D
R .- . -COST  SOURCE OF | PRESENT STATUS - " -1 700 NEXT STEPS * FROM BAK/IFC STAZF
IPROJBCT (U, 3) FINANCE - R R I III'RDIC- NEXT SIZ }MOLTHS
" General T IDA (?) Goverzment asked the Ba.n.k:/_ Prepa're terms of "' Ses above Al
‘Fertilizer Gy . IFC to sponsor long-ra.nge - . reference of general (further visits
- study of fertilizer demand study. ~ depending on

Stay

Brief over- (2)
all review ) g
of textile

~industry. -

IDA or

. : Prospective

gt "__,'—~ sponsors
... (IFC plus

.~ " Japanese
. ‘group)

‘and alternative sources of
“supply (one of them Tjirebon)

-in order to provide a basis '

- ‘for (i) establishing Govern-

~ment policies regarding -
pricea , customs protection,
_marketing, credit, invest-

- Above IFC mission will

prepare draft terms of

- reference, and upon -

return to Washington

. estimate costs and
_ propose consultants, -

ments, etc. and (ii) induej.ng'"

- private capital to invest in -
‘bhe fertilizer field.

...... h

Government ha.s welcomed ]I'C's
proposal to pursue possibility
~of private capital investment
~ In integrated textile mill. A
Japanese group approached by

'IFC has shown mterest in
principle.

' Governmen’c has asked IFC to

e brief over-all review of
‘téktile industry to provide
a basis for urgently needed
© policy decisions regarding
priorities, prices, customs
protection, marketing, labor

G regulations and investments, .

This review, to be carried
out by a textile specialist

" chosen by IFC, and to be made

available to the Government

will also provide IFC with

" the necessary background
against which to judge the

S .
Investigation by proscec-

tive partners.

A team of the Japanese
group will visit Indo-
nesia shortly and make
its report to the group

" and to I¥C,

mission's findings)

None for field =

e rigit, . S

IFC will review

. the report of the
_. Japanese group at
B headquarters.

L

Field visit by specia"ist None for' field visit.

IFC will shortly select
an outside consultant

carry out the over-all

reviewof the industry,

- osal of the prospective =

«  nese partncrs. _

IFC will review the
specialist's report

~ (probably Mr, Issa Sh2hin) at headq;uarters. _ '
to make field visit and _ . S
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Sz.C”QR !
SR 2
PROJ““I-

~ ESTIIATED

COST
(Us $)

. 'SQURCE OF

a0 e s

- ASSISTANCE liZz=ZDZD

' FROM BANK/IFC STAFF

" TIN DREDGING

- AT BANGKA

AND BiLLITON -

Gy

FINANCE

. The Government has asked the
~~ . -. Bank "%o have a look" at these
-~ $in dredging operations, which
. are important foreign currency
"' earners but whose output since

‘nationalization has continued
- to decrease. o e

“Preliminary discussions

in Djakarta and possibly
visit to site by I-C
tean,

The same IFC team mentioned
above will have preliminary .

talks with the management

-~ of Bangka & Billiton and . . :
.. .with the responsible HMinis-
" try, and recommend next -
" 'steps (possibly visit to
= Bangka & Billiton by - . ~
' dredging specialist, or

DURING NZXT SIX NGUTHS

" 'See above

(further visits
depending on o
mission's findings)

7 discussions with experiencsed . .

~+ operating corpeny that might

‘cmrr
New plant
near Bogor

IRRIG‘ TI0N ¢

Continuation
of renavbili-
tation '

300,000 _(':'} )

iy Govefﬁﬁent ‘

"To be

(drilling)
IDA or IFC

~ (consultants)

included in

" proposed

.. first IDA
~ Credit for

irrigation’
rehabilita-

proposal to pursue possibi-
lity of private capital
investment in new cement
plant near Bogor., IFC

- 8peclalist has visited site:
~and proposed drilling

" - program establishing ,
" reserves of raw materials to.

be financed and carried out _

- Hby Government

"-Bank nission which appraised";

the proposed first IDA credit
for rehabilitation will
recommend to include in -
credit funds for preparation
by consultants of next stage

o 'of reheblli tation,
'qti9n';i;a;:;t;. b,

Government has ﬁéiceﬁedﬁIFét:w-"Execution of drlll_fg

—... provide managenent assist-__“e_ﬁ.
.ance), e

program, :
Drillings are expected to

take about four rionths,
Outside consultant may be

. required to supervise and _7:;
evaluate drillings. i

.- ‘x; .\../~ <57
.8 "%

e

Credit and choice of
consultants,

_The appraisal report is
scheduled to go to the =

ED's in June or July,

~ which would allow
. . consultants to start o
: 1d work in Cotober, =~ . ¥ - s

St

(see:below)_

“Fnvestment Officer plu

Mistafa (IFC) .

2 weeks in Septerber

l&ilone elne B
Irrlgatlon Ehalneer.
3 weeks in October



SEOTOR EST TMATED PROSPECTIVE - . ~ASSISTAICE T23D3D

- m COST - SOURCE OF _ """ "pRESENT STATUS = "7 """7"" NEXT STEPS . .° . * FROM BAIK/IFC STAZF
PROJECT (Us $) BENANGE . e e e T : WRING NEXT dL N

‘ Study of
- Dew areas

o
ASSISTATCE
TO FEENT  » ool

~ (infer-island -~

shipping) . .

- Netherlands

.. Bank has been asked to help.
7. ‘gelect one or two river basin
-... .areas for new irrigation
. developments and to advise on
. ..scope and phasing of necessary
) ';-'.,feasiba_uty studj.es. -

... Dutch Covernment to have the
.-Datch associations of shipping
2 1ines ‘and ports provide the
= 'management assistance to PELNI.
*.*A three-man team, headed by

" Mrs Oyevaar, will visit Indo-

 MAYAGETHT
ASSISTAMCE
TO 1. 1CADS

nesia in June to draw up the -

--has asked the Bank to review
- .thems It 1s not clear yet

limited to the shipping opera-
... tions only, or whether it will
> Include the managenent of porta.
feildiy A Ty S ;
: o The Govemmenu has asked West
- Germany to have the Bundesbahn
provide the management and
- planning assistance to the '
.. railroad administration. The
*: " terms of reference are to be _
 drawn up in the next month or -
two, & BAPPRIAS has asked the
' Bank to review them, BAPPENAS
wishes this Bundesbahn assist-
- ance to cover not only the
~ management but also the prepa-’
- ration of cmergency & long-
ge investments and of a-
, ancial rehab:.lltata.on
‘proaram.’ -

~ The same Team (Faloae plus

" _the same time. 1

'fﬁe Govenment ha;";"s;;ké'd: “the 'W.'The Ovevaar tean to dr;‘m '

" visit Indonesia in July as
_merber of the Bank eco-nomic

"cerms of reference, and BAPPZNAS
- their terms of reference, .

whether this assistance will be

~ member of the Bank economic L

Bkt Yo b i S
Indonesia for more -
detailed discussion.

!alone plus .
- Irrigation 'Ehﬂ'.neer :
3 weeks in Cctober

irrigation engineer) could . . .o
cover this assignment a.t. o

)"a-_-- "!-:.' R R mog g i
Ay

van Helden e
up The terms of refersrce. 1 week in July
e, van Helden, who Wil @ o 0 cwg aataes

mission, will on that - S
occasion make contact with
the Oyevaar team and = =~ =17
arrange for a review of

'A Btmdesbarm team to vwsit van Helde.n

Indonesia for drawing up
the terns of reference.

Mr. van Helden, who will
visit Indonesia in July as

1 week in July

mission, will on that
occasion meke contact with =~ 7 T
the ratlroad administrabion - ° .70 Taliifani-oal.
& arrange, if desirable, for ~ ' .4 e iR e
2 first thres-way meeting ... . oo Ao - -
(Indonssinn Raflvaya, . . cv b etk ge o

" Bundesbabn and Bonk) on the LU Moo

eral approach to this

wintgerient '-ssmt-mce, { for
the subseanent review of the



« By g;

....m;

FRC&{ BANK/IFC STAFF

Ch S

i b g mamu NEXT ST MO

o E S L8 St Tare s r%

: ’ Netherla.nds 'I.'he Gov t has asked ‘the ‘A KI.M team to visit
i “"Datche Government to have KLM - Tndonesia for drawing
. provide the management - °  up the terms of
~+-asgslstance to GARUDA, The- reference, v 3 2
"terms ofreferencea.retobe ;_.FE.mHalden' ' e o ey S RS
-drawn up in the’ next month - visit Indonesia I July “-scsaa -:‘:A.._';-‘;’.:_:.-.‘:,’,,;.;.
.- ar two, and BAPPENAS has - _-‘.--_aaa.memberoftheBank o Trek i Cape f @S
: ‘;;g*ashed the Bank to review . .
S BAPPENAS wishes that that occaaion ‘make contact.

Tk mwe

...’ this KIM assistance cover not " with GARUDA and arrange, ,;,_f"'
UL U ‘enly managerent but also the | Af desirable, for a first,
—_M*fw*’ - pcrépara'bicn of emergency and” three-way meeting (G’al'ﬂ}m
= “long-range investments _M..,,_'___ . KL and Bank) on the
(aircraft and airport and - -7 :
-~ ‘ground facilities), and of a = managment assistance, and

financial rehabﬂitation -:= :-in the subsequent review -

.,.r\'-...—.‘ ».-.Ag. i,
L N SRR




INTERNAT | ONAL BmKin
RECONSTRUCTION AND DEVI ENT

INTERNATIONAL FINANCE

DEVELOPMENT

OoN

CORPORATION




& (IS

JForm No. 57 INTERNATIONAL DEVE  JENT INTERNATIONAL BANK FOR INTERNATIONAL FINANC > ‘Ao
REC T H ‘

OFFICE MEMORANDUM

TO: Miss Eileen Powell DATE: January 2, 1968

FrROM: Dagfin Juel \f\
sUBJECT: Indonesia. Technical Assistance

Enclesed is a xerox copy of the document I mentioned to you.
This document was circulated by the Indonesians when the Inter-
Govermmental Group on Indonesia met in Amsterdam last November,
and shows that the Govermment has taken a number of important steps
in the field of technical ceoperatien.

Enclosure: a/s



TECHNICAL COOPERATION




v .
The Indonesicn Government highly appreeistes the IGGEI's reconmen~

dation of last Junc, for « closer coordination of Technical Assistaon-
ce activitics.

The rcecommend.tion stimulates o drive to have a better coordina-
tion of techniccl assistince actiwvities on the home front ond 2lso
Cncourcgss more closer contocts and comnmunications botiucen ruprusento-
tives of the rectipicnt and donnors' sides. Moreover, we deoem it to be
in our self interest to have better tochnical assistance 2id coordini-
tion and thus also the improvement of the management of foreign essis-
toance furnished in supnort of our progrimmas.

The Indonesian Governirent now wants to be more progmetic and is
determined to acconmplish mors improveients of Indonesia's finaoneieal,
economic end social conditicns. The utilization, adwinistration cnd ma-
nagement of humen and capital resources will be given more and grea-
ter attention to. Mismsnagement practices will not be perpetuafed.
BEfforts to remcdy managoment practices will be intonsificd and expan-—
ded. In the fromowork of technical cooperation we seck your syupatho-
tic consideration for providing managuiment aid to Indonesia and to
gear our technieal cogpcration schemes to0 accelerate developmental ac-
tivities within the frome of our Govornment's progrdmmcs.

Following up the Group's (IGGI) rccoimend.tion, our Governmcnt to-

ok measurcs to improve and consolidiate our own int_rnal coordinction
mechanism, Thc Coordinating Comumittce for Invernational Technical Co-
operctions has been strongthencd, It now includes BAPPENAS, The Natio-
nal Planqing Agency, s its mcemboer to ensurc thoe lingking of toechnical
assistdnco with ouvr rihabilitation and development progrommes.
Also & new burcau within the¢ Secretariat of the Cabinet will be crcea~
ted and cssigned to do the sceercetariat work of the Committec. Depart-
nrents hove been asked to appoint thcir liaison officers for tochnical
coordination activitics.

A drzft national program for technical cooperitions 1968 is under
preporation. It still neods our FNational Plenning Agency (BAPPENAS)
scrutiny ond the final approval of the Acting Prusidont. Some reforen-
ce to what our priority nveds a2re hnd buen mentioned in the Coordina-—
tion Chnirman's address to thoe Anbassidors lagt Scptuﬁbor 1967.

Stupping in line with the priority zozls to be designud in & five
ycar Development Plan for tac period of 1969-1973, the program of toch-
nicol cooperation for 1968 should already bu goared and handled in a
way to boecome a fretor sceulerator of the Development Pion,

With regard to estoblishing better contues wnd communicotions
ammong the host recepient governnent and the represcentatives of the

donnors, wo wish hore $o report, that one of such mecetings on

— Ambassadoricl -



Ambeseedorial level was held on September 6, 1967. This is follow-
ed~up by a meeting on technical level, last October. On both
occasions the UNDP Representative for Indonesia had been invited
and present.

Further meetings on the technical level will be held once monthly.

From the forgoing arrangcments ond efforts made by the Indo-
nesian Government in following up the recommendation of the Group,
it is clear how much importance we attach to technical assistance
aid given to Indonesia. We quote the Chairman of the Coordinating
Committee saying :

" Recognizing +the limitations of national capital
in relation to the country's need and also of our
still limited technological know-how at present,
we therefore should use any external technical co-

operation input as effectively as possible ",

" With respect to technical cooperation the Indonesian
Government considers it as a complementary source
to be utilized for the implementations of the

Government's programmes in several fields ".

Knowing as this Meeting does of Indonesia's need to find
complementary sources to the support of our programmes, we now do
hope that the measures taken by the Indonesian Governnment for a
better administration and coordination of Technical Assistance,
may also stimulate =2nd encourage our donnors in a view drive to

provide increased Technical Assistance aid to Indonesia.

For 1968 in particular we need technical assistance for manage-
ment aid to State Entcrprises, pre-investment- technical assistance
and surveys, and the development of training facilities and educa-
tional institutions. The technical gssistance in the field of

anfigemnent will be primzrily related to the requested project as-

sistance program for rehabilitation and development.

Having a national program for technical cooperations for 1968,
we will be better prepared to embark on bilateral projects coopera-
tion or under a coordinated program by severel participating countri-
es or international organizations for certain programs or major
projects, .

In view of the urgency to achieve succes rapidly with the
Government's programmes, the Government of Indonesia again appeals
to this Meeting to favorably considcr the extension and expansion

of Technical Assistonce Aid to Indonesia.
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Testmical Asgistance for Flamaing

96. In seversl preceding ssctiens, the need for techmical assistance
hes been stressed. Tt has besm pointed cut that both the ammmal plang
and the 1969-1973 plan should contain a program of tecimical assistance;
of . paragraphs 53 and 63,

97. The Inter-Govermmmtal Group on Indonestia (T00T) 4a Jume 1967

made a reccmmendation for a closer ccordination of tecimical assistance
sstivities., Vhen the Oroup met in November 1967, the Indomssgian repre-
sentatives stated that the Government highly spprecisted ths resommendation,
and that 4t alreedy had takem geversl steps to follow it wp (dessrided in
paragraphs 98 - 100).

$8. The Coerdinating Commities for Imternstionsl Technical Ceeperation
(sf. paregraph L7) had been stremgthemed. Tt now included a represemtative
of the National Development Flaming Agemcy as s mewber te engure the
linking of technical assistance with the rehadilitation and develepment
programs. A new buremu in the State Sesretarizt would be created to
serve the Commities. The varisus govermmemt departmeats had been asked
%o wppoint liaisen offisers for techuicel cosperetiom.

99. A éreft nxtional pregran for techmical assistance in 1968 was wnder
preparation. This program would, in pariieulsr, relate ‘o techmical
assistanoe for mansgement of govermmemt eoterprises, pre-investssat serveys,
and dovelepment of training facilities and educational institutions.

100. To estadlish better comtact detween the Jovernmemt and the repre-
sentatives of the domor cowntriss, a westing ca the mbassaderisl level
was hald in September 1967. This wes followed by a mesting on the



Techniosl Assistance for Flamdng - 2

technical level in October. On both ccsesions, the UNDP residemt
reprossutative wvas present. Further mestings cn the teshnisal level
would be held once mowthly.

101, The Mission weloomea these steps to maks iwtermationsl technisal
sosperation more effective. The Wordd Bank has decided to bhave a residemt
sdviser on techmical assistance in Indomesia. His fumstions will be to
sdvigs the National Developmant Flaming Agency on the gmiustisn amd

fclow ol adas nioavee 4 ddo ‘d.f.'..
X effective use of technical sssistamse, imclulling studies-o-Ldontify-emd—

Ountd, e T w
Mw projests, and selsction of comgpultamt; and thelr terme
of reference.

i j S
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OFFICE MEMORANDUM fo o
To:. Mr. Vincent Riley DATE: December L, 1967

FROM: Willem Brakel é’

suUBJECT: Indonesia: Power Survey

As 1 mentioned to you over the telephone, Indonesia has expressed
great interest in a general power survey and in possible Bank help in
organizing such a survey. From the attached memorandum written by Mr. Beach,
the power man on the economic mission that recently visited Indonesia, you
will note that such a survey, if restricted to Java and Sumatra, could
indeed be of considerable help.

Can you, please, informally check with the UNDP whether from their
side there would be any interest in supporting such a survey; the Bank could,
I suppose, be the Executing Agency, if this were considered desirable by
the parties involved. As I mentioned to you already, Indonesia's original
S intention to ask the UNDP for a full-fledged transportation survey will,

i : on the basis of the findings of the recent Bank mission, probably for the
time being be reduced to a request for a survey of the road sector only,
plus some help to the Planning Organization (Bappenas) in order to enable
it better to coordinate the various rehabilitation and other investment
needs of the transportation sector as a whole. In other words, from a
purely financial point of view, the power survey would not be a straight
addition to previously expected claims on UNDP resources to be used for
Indonesia.

There are two other comments which are worthwhile mentioning on
the power survey question.

(a) There is no immediate urgency. If the preliminaries for
. the survey could be worked out in the course of 1968, so that the actual
work could start at the end of that year or very early 1969, this would
presumably be quite alright. The first order of business in Indonesia
in power is the straightening out of the transmission and distribution
system, particularly on Java, which is supposed to be done in the course
of the year ahead. Only after that can due attention be paid to further
expansion and development.

(b) Mr. Beach stresses that a prerequisite for, or, at any
rate, concomitant to any sound further development of the power system in
Java and Sumatra is a drastic review of the organization, operations and
management of the organization responsible for power generation and
distribution (the PIM). In order to achieve this, the survey should,
in his opinion, pay particular attention to these matters and should
therefore be carried out by a group of people which would include
specialists in the organizational and operational field. Perhaps the
best way to approach this would be to begin with the provision of a small



group of experts - a kind of management team - working on a day-to-day
basis with the management of PIM for an initial period of say 3-6 months.
This small team = two or three men ~ could then work out with the
Indonesians involved the detailed terms of reference for the subseguent
over=-all survey.

In your contact with the UNDP on this matter, you may wish to
explore whether, if the latter approach in two steps were to be followed,
this might be done in the form of one continuous project (which at first
sight I think would be preferable) and what UNDP's reactions to helping
finance the two parts are.

Please let me have your reply as soon as possible; the Indonesian
authorities are eagerly waiting for 'word from us.

cc: Messrs. Cargill, Knox, McDiarmid, Beach, van Helden

WBrakel:cj
File: IN-Gen Sucv«y C i
2 m
/’/
/72? /?/\6'11 baag
Jes s/ / P
4
7 7%
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OFFICE MEMORANDUM

TO: Mre. Will akel : pATE: December 1, 1967

FROM: dJack Beach ‘i/

SUBJECT: INDONESIA - Power Survey

I refer to your memorandum of November 28 in which you raise
the above subject.

If by "general power survey" the Indonesians are referring to
the whole of Indonesia I would not be in agreement. I believe that what
is wanted at this time 1s a limited survey which would cover the islands
of Java and Sumatra only. Java and Sumatra together account for 947 of
electricity sales fram public generating stations throughout Indonesia
(Java 82%, Sumatra 12%)e The remaining territories including Kalimantan,
Sulawesi and West Irian are served by isolated diesel stations and there is
no scope at this time (or in the near future) for interconnected or inte-
grated operation of these facilities. Expansion of existing stations or
the installation of new small stations would have to match local development
in these isolated areas.

A power survey of Java and Sumatra would be of considerable help
to the state electricity authority in planning its future generating plant
and transmission line requirements, particularly in Java where, in view of
the size of new generating facilities now being installed or planned for
the near future, interconnection of the three isolated systems may be of
great advantage. Future power requirements will depend, very largely, upon
industrial development and until plans for such development are more firm
forecasts of future power requirements must of necessity be approximate.
Little purpose would therefore be served at this time in producing forecasts
beyond an initial ten-year periode.

. If a power survey is to be of any value at all, it must be possn.ble
to implement any recommendations made. A survey should therefore include
a critical review of the present organization, particularly in the fields
of operation, planning, contract negotiation and project construction.

|
JBeach: jc _ !
IBRD __

cc: Mr. McDiarmid
Mr. Knox
Mr. Lithgow
Mr. Beach
Division Files
- - Operational Files ‘ .

e s
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Filss : Decenber 11, 1967
Vincent J, Elley -

MQ‘M‘&M Projects

During ny vislt to WP dn Naw Tovk on Decaxber 8, T dincunsed with
»i1lés van der Cord, Deputy Dirsctor, Hurcun of Cparaticns and Preograsming,
the rreliminary findings of our recent conncuic mission regarding rotentdsl
tocknical asgletence projectz, At the rumoni, they have practically no
projoets in Indonesis, or in the pip lins, and weuld welcome vrorocale 47
Indenusia can meet WDP roqdrements, Y iduntiiled possible pousr, tele-
caxmunications ard road studiss, but cencenirated most heavily on the

road studies (ylus assistancs to Dorvinas),

’ il
Power Study, I indicated that the secre of thdz vaa yor ibly 2% to 3
maneyesre for studies and asndcionce en the 4w principal isisode only.
Coat wight bie dn the viciaily of J170,000, Cumuencenent miphi be lave
19(8 or early 194%. Von der Ueplts cnly commont wus that (ho sizo looked
attractive.

Telesoxmunications, I reported thal we had @ many ersnining tRkis now. iny
preject vas likely to be falrly urceni, but that at presanl I eondd glve
ro detail as te score. van der Cond noted that 12 0'/ITU kave 6 Tolecem
punications Tralning Project preven:ly wilesvay. I propdsed to keep LIDF
advicsd en tids,

Stvdies. I a ccmrlete and jericct sprlication ls sutaitted by the
Govermtent in Januvary, WP feols 1t o5 prelobly dnclwis it in the June
1968 program. A lator submisofen, or cne that 3 dncooylele ep reculres
work, i1l mean UKDP coulé nol approve before Januvary 19°9,

The estimated rrice tor--03 vdllien over threog years
produced gaspa. fowover, WL needs end vonts Indonesden preofecio wid 1
an epiisdstic they vill find a way. Y2 ebould; howwever, be prefarad te
answer & qoestien akout whether tid: zight not be broken up into two or
pore ploces that would be mere dipcstibls,

ven der Cord was not keen gbout Preliminary Operaticna,
Juat to speed up & projuct a mopth er two. I notwd that the eriteria
for Preliminsrp Cpsiniions roouire vono epecial reaseh for inmadiale
aciicn (weather, prozorvaticn ef czuntorrart wnit ete.). The fact that
Indcnesia Transport 4s & xoss and oo boen o for yeary, i nat wuch of
an argumant Yor gettinr “fast” monoy. Jome of WiD7ts relucltance wndeubledly
comes Trom fuitiating, an? thus covovlal eonasditing Lteclf, 1o a2 (3 milllen
progras withoutl Covernlng Counedl &) roval., This was not cenclusive, howe
ever, and if we push ttdz (end cain ofisy somo Justilicatieon for doing ro),
we kave & goed chance tn stecoed,

VEDP peus fio skoiaels 1o dncluling 2 or 3 recile to provide
Tranrportation Coordlintion fealstence to Lapjenas and van dur Goud bellovin
thiz would be tho best sy, resch,



Filas ' B December 11, 1967

As in all ite profects, UMDP requires a Govermment Cash Contributicn
(for experts subsistence, etc.). This contributden (157 of "Cross Expert
Cost?) could total 250,000 in this projset. Unless the Coverrment can give
_assurance that it can and will put wp thls money, there can ba nio project.

‘ At the time of sutmilssion of the reguest UHDP will want, from the
Bank or the Government, a catplete statement on the eultability of the pro-
posed program to the Government's capacity to imploment ite results. Ix.
ample: what are the prospects that the Government will have investment

© funds available to procure the read maintenancs equirment that is determined
to be neecasary afterthe inventory of equiymant? In other words, we must
show that our proposed stuly will produce reccmmendations within thes [linan-
clal (and administrative) ability of the Covernment to implement them.

The arplication, or accomranyinz dorumente, should show, in sufficlent
detall, the impact cn the economy of this project and of the investment that
might flow from it. The more such estimates con be quantified, the betier.

I alec moted thot operational essiestancs is needsd in other serments
of the Tranoport Seetor but that come or all of this might bo cbtained from
bi-lateral zources. I added, heweover, that other studies, sudtable for UNDP

T promised to kesp UNDP promptly informed of all developments on these
programe.
VIR: fph
cet Meossrs. Brakel

van lelden
Engelmann
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October 20, 1967

Mr. J B, Williams
I.P.M. Carglill

Indonssia - Seconded Advisers
At a mesting with the Indonesian dalege

in Rio on September 25,
the lack of coordinstion of the various technical assistance programs in
that country wae discussed. The Finance Minister, Dr. Frans Seda, asked
whether the Bank could provids an expert to assist the National Economic
Development Council (BAPENAS) in evaluating and coordinating technical
assistance proposals and preparing terme of reference for studies invelved
in the identification, prepsrstion and evaluation of investment projects.
The Minister agreed to confirm his request upon his return to Djakarta
and Mr, McDiarmid now there, was instructed to take up the matter upon
his arrival. I have no doubt the Minister's confirmation will be received
in a few days.

The Govermment, which is being showered with technical assistance
offers from all quarters, has no real notion of what is needed. There is
a coordinating committee within the Goverrmend, but it has not been effective
and the Govermment now proposes to have BAPENAS do the coordinating work.
This recently resctivated plannig orgmnisation has no knowledge or experience
to bring to the task and would be lost without help. I, therefore,
agresd, subject to the usual clearances that the Bank would provide an
adviser. Mr, Woods has since agreed in principle to the appointment of
& ssconded sdvisor for Indonesis.



The Seconded Advisor's function wald be to help BAPENAS to evaluate
technical assistance offers received and to supsrvise the implementation
of offers accepted. Hi.:t’ belp would be particularly valuable in advising
the Indonesians as %0 whifh fislds technical assistance should be mslrt-._'(
given the relative priority of the various fields end which offers ukof |
sense and are best suited to meet the country’s needs. His help would also
be beneficial in the drafting of terms of reference to maximisze the benefits
of the assistance.

The sppointment ofi~an advisor should mske for greater coordination
within ths Indonesisn Uovernment as BAPENAS would be in a better position
ta select from the many proposals for technical assistance endorsed by the
various ministries those which merit consideration. The future operations
of the Bank group and the activities of the group of countries aiding
Indonesis will be furthered as the sppointment of a seconded advisor
will lead to more effective and bensficial use of the technical assistance
received.

Cost of the proposed assignment would be shared between the Bank
and the Govermment of Indonesia in accordance with normal procedures for
seconded advisors. I intend to have Mr. lbDiuﬂd?out.hthe
Government arrangemsnts whersby the lossl my uul be borne by the
Govermment. A new budgetary position i required but this will be offset
by the abolition of the position of Project Preparation Adiksor to Malaysia.



I expect diificulties in finding a suitable person to fill the proposed
pesition and urge, therefore, that efforts to do so commsnce immediatel,
without awaiting a formal request from the Minister of Finance.

This paper has been cleared with the Development Services Department.

¢c: Messrs. Aipman, R. Clarke.
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SUBJECT: Meeting with the Indonesizn Delegation, September 18, 1967
Indonesia: Mr. Radius Prawiro Governor, Bank Negara Indonesia
Mr. Djuana Kusumahardja Deputy Governor, B.N.I.
Mr. Salamun Director General for Finance,
Ministry of Finance
Mr. Biantie Kharmawan Director, Asian Development Bank
Mr. Abdul Hamid ; Economic Minister, Indonesian
Embassy
Mr. H. Alsegap Secretary to Mr. Prawiro
Bank: Mr. Cargill
Mr. Goodman
Mr. Mason
Mr. McDiarmid

Executive Director: Mr. Tazl
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Mr. McDiarmid explained the arrangements for the October/November
economic mission. Following this mission, an economic report will be pre-
pared combining the findings of the July/August and the October/November
missions. All information in comnection with the plans for the October/No-
vember mission has been sent to Mr. Kaptin Adesumarta of the Ministry of
Finance who is acting as Liaison Officer for the Mission. Additional copies
will be sent to Mr. Hamid in the Indonesian Embassy, Washington, D.C., for

‘transmittal to Professor Widjojo in Djakarta.

Governor Prawiro said that Professor Widjejo is reorganizing and
strengthening the National Planning Council (BAPENAS). He raised the
question of the transportation survey which Professor Widjojo has taken
up with Mr. MCDiarmid in August in Djakarta. He was told that we have
written to Mr. Kaptin explaining the arrangements under which the
October/November mission would prepare the terms of reference for the
survey. We asked whether the Government wished us to discuss the matter
with UNDP. We are awaiting a reply to that inquiry. Mr. Cargill said
that the Bank would be prepared to be the executing agency for the survey.
He also said that this survey was directed to the long-term transportation
needs in Indonesia and should not hold up high priority rehabilitation
projects. Governor Prawiro indicated that telecommunications would also
be included in the terms of reference of the survey. Mr. Cargill said
that this could be included.

In respect of the Dutch participation, the Indonesian delegation said
that they understood some offer of assistance had been received but they
were not ,fam.i‘F.iar with the details. Mr. Cargill said he had talked to
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Mr. Everets about this matter and Mr., Everets said that the Dutch were
prepared to help in the financing if a Dutch firm were selected to carry
out the survey. It was suggested that Mr. van Helden might go to Amsterdam
at the end of the mission to Indonesia to discuss the matter with the Dutch
authorities. Reference was made to the Page and Northrop proposals.

Mr. Cargill said that the Bank had not made any offer to finance the Page
and Northrop study. It was, of course, possible that some such firm as Page
and Northrop might be selected in connection with the transportation survey.

There were some discussions in respect of the roles of IBRD mission and
that of the Asian Development Bank insofar as agriculture is concerned.
Mr. McDiarmid explained that the July/August mission had made some study of
the BIMAS (rice production) program and that the October/November mission
would concentrate mainly on the estate sector and on the projects which are
in some stage of execution. The six-man Asian Development Bank team which
is to go to Indonesia early in October will be concentrating on food produc-
tion. 5

Mr. Cargill said that he felt the members of the Inter-governmental
Aid Group had not yet faced up to the problems of Indonesia in respect of
debt rescheduling and aid requirements. The Bank would not be represented
at the Paris meeting on debt rescheduling to be held in mid-October.
Governor Prawiro asked when Mr. Cargill might be coming to Indonesia. He
said he hoped to come perhaps during the first ten days in November while
the Bank mission is there.

cc: Messrs. Cargill/Goodman .
Mason
McDiarmid

OdJdMcDiarmid:ke
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OFFICE MEMORANDUM |

0. J. McDiarmid DATE: Septellber 11, 1967

Re. J. Goodman REVISED

Indonesi'an Mission: October 1967

A..tJ The mission will go to Indonesia about October 1l, 1967, for a period |
of approximately 5 weeks.

B. The purposes of the mission are: }

(1) To complete the study of the economic policies and performance of
Indonesia that was started by the Reconnaissance Mission which |
visited Indonesia in July/&uguat 1967, with special attention to ,-
the following:

(a) Furtl;gr appraisal of the program of financial stabilization
19673 e

(b) Examination of the 1968 budget, with particular reference to
its monetary and dévelopmental aspects; |

(¢) Study the effectiveness of the exchange rate and credit
: control systems in relation to the composition of imports
: for rehabilitation and developmental purposes;

il (d) - Further evaluate the qualitative credit control system,

particularly in respect of the encouragement of exports
il ~and investment in productive facilities;

, (e) Evaluate measures being taken (other than credit controls
Al and the exchange rate system) for promotion of exports;

(f) Steps being taken by the Gevermment to reduce routine
budget expenditures and to find alternative employment for
redundant workers now on the government payroll.

(2) To study the longer-run prospects of the Indonesian economy with
particular reference tos

(a) Increasing government revenues; N 5
- (b) Increasing exports;
(c) Foreign investment;

(d) Meeting foreign financial obligations (including requirements
for further rescheduling of foreign debt);
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(e) Savings prospects (including institutional factors),
investment needs and net capital inflow requirements;

(£). Population control, including transmigration and family
. planning;

. i
L .

(g) Prospects for increasing the rate of economic growth

over the next few years by appraisin@ the general outlook
i‘_'the major productive sectors of the economy.

To examine the projects which have been started but on which
work hds been slowed down or stopped, with a view to providing
the Government with guidance as to the merits and priorities
to these projects and thus facilitating decisions as to their
disposition. In this connection, the mission should place
special emphasis on the need to dncrease exports and reduce

imports. -

To make recommendations for rehabilitation in transportation,
agriculture, industry and- power, with due regard to financial
and other constraints and priorities.

In the light of its findings under (3) and (4) above, the
mission should estimate the amount of project and nonproject
aid needed in 1968 and, to the extent possible, in 1969. The
mission should also reach a conclusion whether the present set
of priorities (agriculture, industry supporting agriculture,
infra-structure, and mining, in that order) are appropriate to
the needs and conditions of the economy.

In connection with its appraisal in the sectors referred to in
(L) above, the mission should consider the types and sources of
technical assistance which will be most beneficial, and the best

‘mechanism for coordinating such assistance.

In respec% of the transportation sector, consider what response
should be made to the Government's inquiry as to whether the
Bank ‘would undertake to assist in a transportation survey for
Indonesia. If its conclusions are that a positive response
should be made to such a request, the mission should prepare

proposed terms of reference for such a survey.

(8),

Tk

4
In view of Indonesia's financial, physical and human resources,
administrative capacities, and economic organization, the mission
should consider what type, time phasing and scope of economic
planning would be appropriate to her situation. In this comnec-
'I'.:I.on, the nission shoulds .
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i,l (a) Assess the effectiveness of Indonesia's planning procedures
1 ' and organization for formulating and carrying out projects,
programs and plans; budgetary procedures for giving effect

to approved projects; and organizational and procedural
aspects of policy formation for development.
(b) When deemed necessary, propose practical procedures fors:

(1) the preparation and execution of projects;

| (41) +the making of budgetary allocations and the mainte-
, | l nance of appropriate financial controls over approved
! ' projects and programs during their execution; and

I | (11i) the improvement of organization for formulating
I : development policys —

(¢) Propose procedures and organiza.tion for implementing the

nmission's racomendationa under (3) and (L) above.
|

C. On its retwrn to Washington the mission will prepare an economic
report, combining its findings with those of the Reconnaissance Mission.

D. The tentative composition of the mission is as follows:

Chief of Mission 0. J« McDiarmid Asia Dept. —

General Economist (to be determined) Asia Depte —

Power Jack Beach Projects Dept. —

Fiscal Walter Missorten F

National Accounts George J. Novak Economics Dept. -

Agriculture_ Roger E. Rowe Projects Dept. -
. Industrial Economist Martin Schrenk Economics Depte-

Transport \ Hendrik van Helden Projects Dept. ~

Industry ' George W. Naylor * Consultant

Industry Judhvir Parmar IFC '

Pla:ming Advisor (part 'bhle) Albert Waterston Development -

. Services Dept.
Observer -~ Asia Development Bank
". *~

OJMcDiarmid:ke
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August 21, 1967
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Michael L. Hoffman
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Hovever,

Thank you for the oopy of your vepert on Indonesia.

commants and one Quezy.
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Form No. 57 INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR [ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

TO: Mr. R, He Demath DATE: November 13, 1968
FROM: Gordon M, Street \V
SUBJECT: Correspondence on Indonesia

Please have ane copy of all correspondence of your
department regarding Indonesia sent to Mr, Ziegler in Room 609
for transmittal to Mr. Bellt!s office in Djakarta,



