
TO: 

FROJVI: 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOH1ENT 

OFFICE MEMORANDUM 

DATE: November 27, 1967 

SUBJECT: INDONESIA: Economic Mission 
Back-to-Office Report 

1. From October 21 to November 21, 1967 I participated as the 
transportation e:xpert in an economic mission to Indonesia, headed by 
Mr. McDiarmid. The last five days were spent in the Netherlands, where I 
discussed technical assistance matters with Dutch Government officials, and 
attended the first day of the consultative group meeting in Amsterdam. 

2. Draft memoranda with comments on the transport sections of both 
the Development Budget and the list of projects for so-called "additional 
project aid", totaling $75 million, were written in Djakarta. Copies were 
shown to officials of the planning organization Bappenas. It was em
phasized that recommendations for additional aid are based on the assump
tion that technical assistance on various levels, including the managerial 
level, would be accepted by the Government. 

J. Part of my assignment was to investigate whether there is need 
for a transportation survey in Indonesia and if so, to assist the govern
ment in drafting an application to the U.N.D.P. for financing such a 
survey. I have come to the conclusion (shared by the head of mission and 
Bappenas) that the time is not ripe for a transportation survey in the usual 
form. The reasons therefor are set forth in the attached draft memorandum. 

4. There is, however, much need for technical assistance on the 
managerial level, and such assistance could be helpful also to Bappenas 
in the preparation of the 1969-1974 development program and the 1969 
budget. A broad outline for such technical assistance is also attached. 
The mission was informed by Bappenas officials that the government agrees 
in principle with the need for the type of managerial assistance as 
suggested by the mission. 

5. The major problem in the transport sector confronting the 
government is the condition of the road network. Not only are the roads 
in very poor condition due to neglected maintenance, but the structural 
and geometric standards are still pre-World War II. Over 75% of the 
80,000 lan network was designed £or 1.5 to 2.$ ton axleloads, and the 
remainder for J.S to 5 ton axleloads. There is, therefore, room for a 
U.N.D.P. financed road study, and practical technical assistance in the 
field of road maintenance and construction techniques. 
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Action 

(a) A draft application for a U.N.D.P. financed road study 
will be prepared. 

(b) An appendix on transportation for the economic report will 
be prepared. 
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INDONESIA 

DRAFT 
HJvanHelden:rsg 
November 17, 1967 

Broad Outline of a Technical Assistance Program 
in the Transportation Sector 

Assistance on the managerial level of the following main sectors 
in the field of transportation is envisaged: 

A. The Railways 

B. Civil Aviation, covering both airfields (including navi
gational and telecommunication requirements) and airlines 
(Garuda andMerpati) 

C. Ports 

D. Interinsular shipping (covering both the state enterprise 
Pelni, and government responsibilities with regard to rules 
and regulations affecting all shipping) 

E. Goverrnnent responsibilities in the field of shipping and 
navigation such as dredging, navigational aids, piloting, 
marine police, etc. 

F. Roads (with the understanding that the assistance in this 
field will go beyond the managerial level, as explained in 
the body of the memorandum to which this outline is an 
annex) 

It is envisaged that the size of advisory teams will vary with 
the needs and the organizational structure 0£ the various agencies. In 
general it is envisaged that at least one advisor will be available for 
a few years in each major department or division of each of the agencies. 
It is recognized that the organizational structure of some agencies, e.g. 
ports, may need reorganization. 

It is also e.xpected that a fund will be made available, out of 
which can be covered the cost of providing for longer or shorter periods 
e.xpertise in specialized fields, (e.g. a supervisor in charge of a work
shop) or in fields where the Government has only limited responsibilities 
(e.g. road transport), or which have an indirect bearing on transportation 
(e.g. customs). 

If at all possible, each team of advisors to a Government 
Department or company is to be recruited from one foreign agency or 
company, active in the same field. Each team is to be headed by a Project 
Manager, who will be responsible for the team as a whole, and at the same 
time will be the advisor to the top management of each agency or company. 
The project managers, however, are envisaged to have another role as 
well; they are to fonn together the advisory team which, with their 
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counterparts in Bappenas, is to help Bappenas in the preparation of its 
five-year plan, and the first year budget thereof. To this end, the 
Project Managers team is to be coordinated by an individual all round 
transportation expert, who will, again with his counterpart, work perma
nently with Bappenas. Therefore, the Project Managers are to be of 
sufficiently high level to have been involved in matters of planning and 
decision making. It might be desirable that they are supported further 
by occasional visits from executives in the agencies or companies from 
which the teams originate. 



INDONESIA 

TRANSPORTATION 

Request for Transportation Survey 

DRAFT 
HJvanHelden:rsg 
November 19, 1967 

The Indonesian Government has asked the Bank's help to prepare an 
application for the UNDP to finance an overall transport survey. Its pur
pose would primarily be to assist the country 1s planning organization, 
Bappenas, in the preparation of a Five-Year Development Program. The 
mission was asked to draft such an application, including the scope of work 
for the survey, if it found that a useful purpose would be served by it. 

An overall transport survey as understood in the Bank is usually 
divided in the following main parts: 

(a) analysis of present transport conditions, both physical and 
administrative-operational; 

(b) to the extent needed, making recommendations for improvements 
in administration, organization, finances, operations, etc.; 

(c) making traffic forecasts for the various transport modes on 
the basis of present traffic flows, and forecasted traffic 
flows resulting from expected developments in the primary 
economic sectors, such as agriculture and industry; 

(d) preparing a long term investment program for the transport 
sector; and 

(e) preparing a financing scheme therefor. 

The mission has come to the conclusion that at present the time is 
not ripe for a transport survey along the above lines for the following 
reasons: 

(1) Analyses of present conditions have already been made in 
several sectors by many experts or teams of experts, and it is 
generally well known what the deficiencies are; there is no 
need for still more reports, and the time has now come to 
retain 11 do-ers" rather than more report writers. 

(2) Present distorted economic conditions make it meaningless to 
use present traffic flows as a starting point. 

(3) Even present traffic flows are quite uncertain because of a 
lack of basic data in some important transport sectors, e.g. 
inter-insular cargo handling in po~ts, inter-insular shipping 
by smaller vessels, road transport, etc. Collecting data 
therefor will require a considerable amount of preparatory work. 
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(4) Reasonably reliable traffic forecasts for the primary 
economic sectors will not be available for quite some time, 
the more so since developments in these sectors will depend 
also on factors outside the control of the Government, such 
as availability of foreign aid and private investments. 

(5) With the exception of the road network, transport facilities 
would have spare capacity for some time to come, provided 
deficiencies in organization, management, operations, etc. are 
removed; in other words, at this time measures of a non-invest
ment nature are more needed than investments. 

(6) Until the above improvements of an administrative nature have 
taken effect, it would be difficult to estimate what the actual 
capacity of existing facilities may be under normal conditions 
in Indonesia. 

(7) In any event, an investment program for the first three to five 
years will in essence be a rehabilitation program of existing 
transport facilities, rather than a development program. 

(8) Present costs, costing methods and cost estimates could not 
possibly form a sound basis for a financing scheme for an 
investment program. 

In the light of the above, the mission believes that Indonesia's 
immediate needs would be better served by technical assistance of a mana
gerial nature, as outlined in the annex of the mission's draft memorandum on 
this subject dated November 17, 1967. Although it need not be excluded that 
the UNDP could also assist in the financing of the above managerial assist
ance scheme, this scheme lends itself quite well, and possibly even better, 
for bilaterial technical assistance arrangements, some of which are presently 
being discussed. It :is suggested that the outcome of these discussions be 
awaited, and then the UUDP could still be asked to cover any fields left to 
be covered. 

There are, however, a few fields in which the UNDP could in any event 
play an important role. 

Firstly, the UNDP could be asked to appoint, and pay for, the 
transportation expert working permanently in Bappenas to coordinate the 
recommendations of the managa~ent teams, and to follow up on other reports 
and recommendations already available. Since it may be difficult to find 
one individual with all required qualifications, it might well be necessary 
to appoint a small team of two or three indiv~cual8 for the above coordinat
ing task within Bappenas. 
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Secondly, as set forth in the above November 17, 1967 memorandum, 
there is need and scope for a road study, and technical assistance in 
road construction and maintenance procedures, which go far beyond the 
managerial assistance in the other sectors. For this, it would be best 
to retain the services of a consulting firm; this would lend itself quite 
well for an arrangement under the UNDP. 

Thirdly, a program for soundings of ports and access channels as 
suggested in the above memorandum could be a UNDP project, if it were not 
taken up under a bilateral arrangement as part of the dredging project. 

Finally, in the above memorandum it is also recommended that a 
hydraulic survey and subsequent investigations be made, to possibly reduce 
the annual dredging requirements of the ports and access channels. Also 
such a study could be a suitable UNDP project. A pre-investigation by a 
hydraulic expert would be needed, however, to narrow down such a study to 
those ports and rivers where the studies are likely to lead to promising 
results. 

It would be possible to combine the last two surveys into one. 


