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Announcing the first step in the World Bank's program for assisting in re

habilitation and development in Indonesia, the Bank's President Robert S. McNamara 

said: 

"When I visited Indonesia l~st June I promised that we would start to help 

the country as soon as we could, and that our first efforts would be to help them 

grow more rice. Today, the International Development Association {IDA) has approved 

its first credit ever to Indonesia, $5 million for the rehabilitation of irr:l.ga

tion systems. 

"This should help to increase domestic production of rice, and thus reduce 

the heaviest drain on Indonesia's scarce foreign exchange reserves." 

Indonesia's three largest and most important irrigation nystems will be the 

first to be rehabilitated. They are located on the island of Java. Although Java 

comprises only 7~ of the total land area -- 3,000 islands stretching 3,100 miles 

along the equator almost 70% of the people live there . It is intensively cul-

tivated but does not produce enough crnps, particularly rice, the staple diet, to 

feed the population. The Government has to import large quantities of rice to 

avert actual hunger in the cities. This situation has developed as a result of 

the rapid population increase and because of long-neglected maintenance and in

ef f icient operation of the irrigation systems. Two-thirds of Java's total irri

gated area of 7 million acres need to be rehabilitated. IDA funds will also be 

us ed to complete a new irrigation system under construction on Sumatra at the site 
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of a government resettlement scheme for landless or unemployed Javanese. The 

total area involved in the four systems is about 490,000 acres. 

As a direct result of the project, rice production should increase by al

most 40,000 tons annually or about 151 of the present level in the project areaf 

reducing the need for rice imports by $6.6 million a year. Furthermore, once 

the areas concerned have adequate irrigation and drainage, it will be economical 

to use fertilizers, pesticides and improved seeds which will increase yields 

even further. 

The IDA credit of $5 million will be for a term of 50 years, including a 

10-year grace period. It will be free of int~rest, but a service charge of 

3/4 of 1% will be made to meet IDA's administrative costs. 

The project is expected to take five years to complete st a total cost 
equivalent to $8.8 million. The Government of Indonesia is financing the 
equivalent of $3 . 5 mi llion of the l ocal currency costs and farmers are con
tributing voluntary labor valued at about $300,000. 

In view of the great urgency for speedy execution, the project has been 
approved for financing although an engineering study snd the preparation of 
detailed plans still remain to be carried out. The Government is engaging 
consultants for this purpose and the IDA credit includes funds for their ser
vices. In the meantime the necessary equipment and machinery can be ordered 
and put to work on the most urgent and obvious tasks without delay. 

The consultants, working with the Directorate General of Water Resources 
and Indonesia's engineering staff responsible for irrigation, will make an 
engineering survey and inventory of the system.s included in the project. They 
will then prepare a detailed plan for the rehabilitation of the systems and 
subsequent operati~n and maintenance, and assist in its execution. They will 
set up, and supervise initially , maintenance schedules and accounting and con~ 
trot systems for equipment, materials, spare parts and supplies, and provide 
in-service training to supervisory staff. In early 1969 they will begin to 
prepare projects for the rehabilitation of other high priority irrigation areas. 
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