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1. Mr. Rao and I met with Min. Salim -on October 23 at t.lie latter's 
request to discuss a number of issues related to the Bank's activities in the 
field of environment. The discussion centered on the handling of 
environmental issues in the analysis of investment strategy now being planned 
for inclusion in the Bank's 1988 Economic Report. The wide ranging discussion 
also dealt with the impending forestry pre-appraisal mission, transmigration, 
the proposed NGO component in the forthcoming fisheries project negotiations 
and a number of other issues noted below. 

2. The Minister indicated that in the first half of 1987 he wanted to 
initiate work on the R.epelita V preparation. In this connection he wants to 
develop various environmental and NGO models which could be given wider 
application. He cited the NGO component of the proposed fisheries project as 
one he wishes to see emulated. In this model, brackish water shrimp pond 
farmers would be assisted in income producing activities in coastal central 
Java (see further discussion below). Such activities would draw them away 
from other activities which are potentially harmful to the coastal 
environment. He would like the Bank to encourage other foreign assistance 
agencies (including the current CIDA marine resources mission) to pursue 
similar opportunities. The Minister cited examples of other activities he 
would like to encourage to promote private development which either have a 
beneficial impact on the environment or at least a minimal negative impact. 
Orchid cultivation in the natural forests, for example would give inhabitants 
an incentive for maintaining the natural rain forest environment. 

3. The discussion turned to _ the forthcoming forestry mission. Mr. Rao · 
indicated that we were trying to see how we could be of help to the Government 
in the context of this project in developing improved forestry management 
methods required to put forests on a sustainable yield basis. The Minister 
welcomed the Bank's involvement as this was an extremely important area which 
required serious government attention. Mr. Richard Ackermann from the 
Projects Policy Department's Economic Adviser's (Jeremy Warford) staff would 
be a member of the mission. 

4. While he was here Mr. Ackermann would do reconnaissance on the work 
to be undertaken on environment for the 1988 Economic Report. He would be 
instrumental in organizing the Bank's work on this subject which we ·hoped 
would begin early next year. Mr. Zenick would be coordinating this work in 
RSI. Mr. Rao requested that the Minister appoint a liaison person for this 
work and ask his staff to begin the assembly of existing materials with which 
the Bank mission should become familiar. 

5. In this connection the Minister was urged to have his staff complete 
its revisions on the initiating document for the UNDP Environmental Sector 
Study which was lagging. The UNDP was ready to proceed on this work. 
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6. Minister Salim indicated that he would like to organize a meeting of 
interested parties with Mr. Ackermann and proposed Monday, November 17 at 
10:00 AM. He would then like to meet with Mr. Ackermann again near the end of 
his visit. 

7. Going down a list of environmental issues, the Minister indicated 
that a paper on integrated rural/urban water use systems being prepared by 
KLH, Public Works and Home Affairs was due to be reviewed on November 3. He 
was informed that a Bank mission headed by Mr. Gunaratnam was due next week to 
examine water resource -management looking at river basins as units. The 
Minister welcomed this but expressed scepticism of the suitability of regional 
public authorities in Indonesia. He considered that such authorities stepped 
on too many toes. 

8. With respect to transmigration on which the sector report is now 
being completed, Mr. Rao indicated that the Bank wished to discuss with the 
Government the preparation of an Action Plan to deal with the issues raised in 
the report. He indicated that future lending for transmigration is 
conditioned on the preparation of a satisfactory Action Plan. The problem 
resulting from the Government's failure to release aerial photos and maps 
prepared with Bank funding was now a serious issue. The Minister offerred to 
help in obtaining their release. 

9. Other environmental issues on which the Minister expressed concern 
included over concentration of industry, the hazards of nuclear energy (being 
aggressively promoted by supplying countries), polluting impact of increased 
coal use, rapid urbanization, and the serious manpower/employment situation 
which was promoting a large increase of people in the informal sector. 

10. Minister Salim expressed satisfaction at the increased interest on 
the part of the Bank in these subjects and wanted Bank staff to work closely 
with his. Mr. Kismadi was designated as liaison on the subject. It was 
agreed that Mr. Zenick would contact him and Dr. Sjaffran Samsuddin to review 
the availability of documents for Mr. Ackermann's visit. 

11. Subsequent to the meeeting, in a conversation with Herman Haeruman, 
The latter indicated that Kismadi would be liaison in setting up appointments, 
but he would handle the substantive aspects. 

12. During the course of the meeting the NGO component of the fisheries 
project was discussed in some detail. Mr. Zenick expressed concern that this 
component could be frustrated if the government insisted, as he understood 
some wanted to, that funds be provided to the NGO on a loan basis using BRI's 
regular interest rate even if the rate were discounted slightly. (He 
considered that BRI could serve as a channelling bank, but only if the service 
charge were no more than 1% of the total funds channelled.) The understanding 
reached between the Bank, Herman Haeruman and the NGO was that the NGO would 
be the contractor under KLH's coastal environment project. The funds 
therefore would be a payment for a service and not a loan nor a grant to the 
NGO. The funds would be used for equity investments in partnership with pond 
owners with whom the NGO would share the profits. The NGO's share of the 
_profits would be put into a revolving fund to be used for further investment 
of this nature. The fund could be returned to the government when the 
agreement with the NGO is terminated. 
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13. After a number of illustrations to demonstrate that the government 
had precedents for not requiring repayment from income earning beneficiaries, 
i.e. universities, local water supply entities, the Minister was satisfied 
that he could defend this approach against the bureaucracy. He intended to 
discuss this with Minister Sumarlin to assure that this model was permitted to 
go forward. 
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