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INDONESIA - Highway Project 

DATE: JW1e 12, 1969 

Negotiations for the proposed Credit to Indonesia for a highway 
project were held in Washington from May 19 - 23, 1969. Those involved 
were: 

For Indonesia: 

Mr. Sarsono Director-General of Highway 
Construction, Ministry of 
Public Works and Power 

Mr. Karnadi Director of Planning, Directorate-
General of Highway Construction 

Mr. Soehono Chief, Communications Bureau, 
Bappenas 

Mr. s. SW1daru Director of International Affairs, 
Ministry of Finance 

Mr. Munding Hidajat Directorate-General of Highway 
Construction 

Mr. Dahlan Ibrahim First Secretary (Econ.) 

For IDA: 

:rrir. W. Brakel/ 
Mr. w. Kaupisch 

Mr. P.O . Malone 
Mr. EoN. Hakim 
Mr. T.M. Jones 
Mr. G. Thompson 

Embassy of Indonesia 

East Asia and Pacific Department 
Transportation Projects Department 
Controller's Department 
Legal Department 
East Asia and Pacific Department 

During the negotiations the following points of substance were 
discussed and agreed upon: 

The Role of the ,Army 

The agreed form of Section 4.03(b) of the draft agreement connnits 
the Borrower to use for highway works any suitable equipment and expertise 
surplus to operational requirements and not connnitted to other tasks. The 
covenant is expressed in general terms but directed primarily at the Army, 
which possesses a large amount of highway construction and maintenance 
equipment and is also a source of engineering expertise. The second proviso 
was added to reflect more accurately the Association's interest not in 
establishing priorities for the use of such equipment., but in encouraging 
its use for highway purposes wherever it would otherwise be idle. 
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Transport Policy 

The delegation questioned what it took to be an implied commitment 
to further action by the Borrower, under Section 4.04(i) of the draft 
.Agreement, to take the policy recommendations of the UNDP advisory team 
into account in formulating transport policy. It was explained, and 
accepted, that the wording of this clause did not bind the Government to 
follow these recommendations when they appeared but only to "take them 
into consideration". 

Hand Tools 

A disproportionate amount of time was taken (and some internal 
combustion generated) over the special provision made under Section 2.03 
(a)(ii) for the withdrawal of the equivalent of 60 percent (representing 
the estimated foreign exchange component) of the costs of locally-purchased 
hand tools. The amount allocated for this purpose is only $75,000, but 
the arrangement, and the exemption from international competitive bidding 
allowed for in the procurement letter, were accepted as necessary for the 
efficient execution of the project. 

Implementation of the Project 

The nature of the project called for the elaboration of arrangements 
for implementation in three side-letters covering: 

(a) The list of some 110 roads selected £or rehabili
tation; 

(b) the phasing and execution of the project; 

(c) procurement and consultants. 

The second letter specified that procurement of equipnent and material would 
be timed so that they could be effectively utilized on arrival. It also 
emphasized that rehabilitation works will be carried out by regional public 
works organizations i.e. on "force account" rather than by contract. The 
reason for this is that these works would be scattered over a w.i.de area 
and would anyway be difficult to quantify in a form suitable for contracting. 
The delegation concurred in thi.s arrangement. 

Pilot Programs 

The delegation saw a possible conflict between the respective roles 
of the consultants under the UNDP study and the advisors under the IDA 
project in devising and implementing the pilot training and experimental 
program forming Part C of the project. Under their terms of reference the 
UNDP consultants are to "assist in their establishment and operations of 
the pilot districts and in related persormel training." It was agreed that 
in practice no difficulty was likely to arise. The project would be con
cerned with implementation only and would carry on what had been started 
under the UNDP operations. The Government's formal obligations would be 
confined to the project as described in the draft credit agreement. 
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Technical Assistance 

The delegation informally discussed the question of negotiation 
on the technical assistance element of the highway project with KAMPSAX/ 
Louis Berger (the consultants for the UNDP study) before inviting other 
offers. These consultants were the logical choice for this technical 
support, and Bank precedents existed for arrangements for further work 
on a project to be carried out by consultants engaged on preliminary 
studies. It was recognized that other consultants, and perhaps some 
governments of countries which could supply these services, might criticize 
the Borrower and the Association for not providing them with an opportunity 
to participate in this project. Both sides thought, however, that opera
tional and scheduling problems could arise if the UNDP studies and the 
next stages of operation under the Credit were executed by different 
consultants; and also considered it relevant that the IDA project covered 
rehabilitation only, leaving adequate scope for other consultants when 
highway development proper could begin. 

GThompson: br 
Cleared with and cc: Messrs. Kaupisch 

Malone 
Jones 
Hakim 

cc: Messrs. Goodman 
Fontein/Street 
Bell 


