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Letter No. D060/TRANS/XII/86 December 9, 1986 

His Excellency 
Mr. Martono 
Minister of Transmigration 
Department of Transmigration 
Jl. H.A. Salim 58 
Jakarta 

Dear Mr. Minister: t::) 
We are pleased to forward~ of the World Bank's 

Transmigration Sector Review~ The report attempts to evaluate the 
strengths and weaknesses of the program and suggests ways in which ·the 
program can be further strengthened and made more effective. we 
appreciate very much your own and Your Ministry's excellent cooperation 
in providing the information necessary to complete this report and for 
our extremely useful exchanges of views on its contents. 

The report describes the program and recognizes the benefits 
that transmigration has provided to the Indonesian economy. The report 
also notes a number of weaknesses. Chief among these are the low 
economic rates of return associated with the dominant farm model arising 
from low levels of agricultural production in some sites; the high cost 
of the program at a time of resource contraints~ and problems in 
planning, budgeting, implementation and quality control. Chapter Vin 
the report focuses on social and environmental concerns that have arisen 
as the program has grown rapidly. The report also notes that your recent 
decisions to limit new settlement ana focus on second stage development, 
will provide your Ministry with an opportunity to address problems of 
program planning and implementation. 

immediate 
our view, 
required. 
projects, 

(a) 

While we realize that these matters are the focus of your 
attention, let me take this opportunity to reiterate what, in 
are the most important areas on which actions are urgently 

They relate to generic problems, not only to Bank-assisted 
and are as follows: 

To improve economic returns and farmer incomes, the MOT, 
together with colleagues in the Ministry of Agriculture, should 
review the farm models and the mix of tree crops and/or other 
cash crops to be used; settlements reliant on food crop 
production should be located only in areas with reasonable soils 
or in tidally-influenced areas with access to markets~ and 
second stage development should be encouraged. It will also be 
important to monitor yields and incomes in the same sites over 
several years to determine the performance and sustainability of 
transmigration settlements. 

. ....... ,. 
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(b) To reduca the financial cost to the Government, emphasis should 
be given to consolidating and developing areas where 
infrastructure already exists and settlement in remote areas 
should be limited. Partially-assisted settlement can be 
encouraged, if settlers are recruited in the receiving areas: 
but the support package for farmers recruited in Java and 
settled in remote areas should not be reduced. 

(c) To facilitate the settlement of spontaneous migrants, local 
officials should be encouraged to identify individual holdings 
available for settlement; credit mechanisms should be 
established for land purchase; and a land registration system 
should be developed which is responsive to the needs of 
individual smallholders in the outer islands. Arrangements 
should also be made to systematically incorporate spontaneous 
migrants into planned settlements, for example, as envisaged in 
the three-part approach to settlements. 

(d) To improve program management, the report recommends that: 
senior MOT officials review management functions (planning, 
budgeting, monitoring and evaluation): the Office of the 
Secretary General be strengthened: secretariats be formed at the 
provincial and district levels to promote interagency 
coordination; and speciai interagency teams be established to 
improve coordination · in key areas such as agricultural 
development, environmental protection, spontaneous migration and . 
the transfer of settlements to the province. These teams could 
be provided with support services by existing Directorates in 
the MOT~ 

(e) To improve quality control, the report recommends: 
strengthening the role of the Directorates General, particularly 
in setting uniform performance standards and developing 
monitoring procedures; training provincial staff in supervision 
and reporting; and improving the Inspector General's ability to 
check the quality of works carried out in the provinces. Steps 
are also needed to improve on-site coordination of all 
Government agencies. 

(f) To improve the social soundness of the transmigration program, 
further steps should be taken to benefit local people in the 
vicinity of transmigration areas and ensure that the rights and 
interests of isolated or ethnically distinct peoples are 
respected by: establishing policies and procedures to resolve 
land disputes; developing culturally appropriate parallel 
programs for local people; strengthening the Directorate of 
Social and cultural Development and involving local universities 
to undertake social assessment studies; strengthening the 
monitoring unit in the Ministry of Population and Environment 
(MPE); and by encouraging BAPPEDAs to give close attention to 
problems of land alienation, particularly in areas with isolated 
people. The report also recommends that traditional land tenure 
arrangements in Irian Jaya be studied and that settlement in 
Irian Jaya be carried out slowly to avoid social disruption. 
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(g) To improve the environmental soundness of the transmigration 
program,' steps are needed to prepare master plans for 
coniervation in upland and tidal areas and to identify, 
demarcate and protect environmentally important areas, 
particularly in regions receiving large numbers of migrants. 
Steps should also be taken to strengthen the role of the 
Ministry of Population and Environment and of the local 
universities in environmental assessment and monitoring. We 
believe, however, that MOT has an important role to play in 
mobilizing programs for environmental protection in areas where 
migrants are to be sent. 

As Mr. oavar and I discussed with you last month it would be 
useful for the Ministry to lay the groundwork for program improvement 
by: (a) preparing a Policy statement indicating those steps which will 
be taken to overcome existing problems; and (b) developing a detailed 
Action Plan and timetable in the areas indicated above. We also feel 
that the Government should soon begin to prepare a development plan for 
REPELITA v. This plan should indicate the level of investment intended 
for rehabilitation and second stage development and the proposed scale of 
new settlement. It should also indicate, on maps, the areas to be 
settled and the farm models to be used, the mix of fully-sponsored, 
partially-assisted and spontaneous migrants in relation to the remoteness 
of the site and the level of regional development, and· areas where 
parallel programs are required for environmental protection and the 
benefit of local people. If you desire, the Bank would consider making 
funds available from the Transmigration V Project for the preparation of 
such a plan. 

With respect to the development of such a plan for REPELITA v, 
the Transmigration Sector Review gives strong support to rehabilitation 
and second stage development. In addition, a new settlement program of 
200-300,000 families could potentially be carried out with reasonable 
rates of return and without adverse environmental and social 
consequences, if about half of these families would be settled on tree 
crops schemes, steps would be taken to improve agricultural production in 
upland and tidal sites, measures for environmental protection would be 
introduced, and settlement levels in remote areas would be low. The 
report also suggests that programs to stimulate spontaneous migration 
should be pursued only when arrangements have been made to incorporate 
such migrants into planned settlements, to facilitate land registration 
by individual families, and to protect forests and other ecologically 
sensitive areas. 

The World Bank has given substantial support to the Government 
in the transmigration program for the last decade, and we are prepared to 
consider further support for the program if agreement can be reached on: 
the Policy statement and Action Plan discussed above and on the scale of 
future settlement and settlement models to be used. We should like to be 
assured that mechanisms have been established to address some of the 
program's problems that have also affected Bank-supported projects, 
particularly those involving land availability, coordination among 
implementing agencies, and adequate follow-up to ensure that plans for 
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site development area implemented as intended. Mr. Price and I would be 
very pleased to meet with you in the next few weeks, to discuss any 
proposals which you may have for preparing the Policy Statement and 
Action Plan and the Repelita V program. General agreement on the 
improvement of management and coordination should be reached as soon as 
possible. 

Let me stress that the effort which the Bank has given to the 
production of this report is a reflection of our desire to understand 
both the strengths and weaknesses of the program and to seek improvement 
so that the the program can better support Indonesia's social and 
economic development. The task is a difficult one, but the potential 
benefits are large. 

Because of their interest in these issues, I am also sending a 
copy of this report to the coordinating Minister for Economic, Financial 
and Industrial Affairs, the Minister .of National Development Planning, 
the Minister of Finance, the Minister of Agriculture, the Minister of 
Forestry, the State Minister for Population and Environment, and the 
State Minister for Utilization of State Aparatus. 

In conclusion, I hope that this report will be of benefit to 
your Ministry and I look forward to further discussion on its contents 
and implications. 

Yours sincerely, 

D.C. Rao 
Director 

,... ---------. 
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Resident Staff in Indonesia 

cc.: 

cc.: 

Fi le: 

Drs. Muchtarudin Siregar, BAPPENAS 
Dr. Sayuti Hasibuan, BAPPENAS 
Mr. c.r. Santoso, Dept. Transmigration 
Mr. Hartono Padmowirjono, Dept. Transmigration 
Mr. M. Maat Judo Laksono, Dept. Transmigration 
Mr. Soedjino Hardjosoetowo, Dept. Transmigration 

Messrs. Karaosmanoglu, Kaji, Yenal, Jordan, Cole, Baudelaire 
Mesaames Hamilton, Davis. 
Messrs. Williams, Price, Fox, Purcell, Baird, Zenick (RSI) 
Ms. Urbano (RSI) 
Transmigration sector Review 
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