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Subject: IDA lends $16.3 million to 
Indonesia for telecommunica
tions and fishing industry 

The International Development Association (IDA) has approved two credits total

ing $16.3 million to Indonesia to improve telecommunications services, one of the 

ccuntry's most urgent needs, and to expand the fishing industry, particularly for 

,J·,e export of fish, which has high priority in the Government's strategy for agri

~ultural development. 

Both credits, one of $12.8 million for telecommunications, and the other of 

~:'L 5 million for fisheries, will be for a tenn of 50 years, including 10 years of 

? ta("e; they will be interest-free but will carry a service charge of 3/4 of 1%. 

Including this financing, IDA will have extended 10 credits totaling $147,8 

·:,tllion to Indonesia, eight of them within the last 12 months. Earlier credits are 

helping to finance the rehabilitation of agricultural estates, major irrigation 

works and roads, a fertilizer plant, electricity distribution and a variety of 
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'\._,___., technical assistance. 

1elecoromunications Project 

Perusahaan Umum Telekomunikasi (PERUMTEL), a state-owned corporation which 
,·per ates Indonesia's telecommunications system, is faced with a number of problems, 
including physical facilities which are completely inadequate and costly to operate, 
and serious deficiencies in management and control. Good telecommunications servic:e9 
-:: re of particular value to Indonesia where it has been difficult to develop surfa,,.;.e 
~tansportation throughout this archipelago nation of over 6,000 islands extending 
;ri a chain some 3,000 miles long. Over 85% of the population of 115 million is con
r:f.nt.rated on the islands of Sumatra and Java. Sumatra is rich in natural resources 
,
0,,ni contributes 60% of total exports. Java, with the capital city Djakarta, is the 
~f~inistrative and business center. A third large island, Kalimantan (Borneo), also 
,· ··,ntributes to exports and has a vast potential for development. The improvement 
cf telecommunications within and between these islands is of vital importance to 
the economy and the objective of the project being assisted by the $12,8 million 
l'OA credit. 

The project is a self-contained part of a five-year (1969·73) program which 
':\ hcen drawn up by PEIUJMTEL with the assistance of a technict.l mission provided 
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by Australia. It consists of a trans-Sumatra mi <;rowave system linked to that of 
Jan; a tropospheric scatter system between Surabaja in East Java and Bandjarmasin 
on the island of Kalimantan; extensions to the telex networks; cables to meet part 
of the immediate requirements for extension of the telephone distribution networks; 
switching, terminal and operator dialing equipment for subscriber trunk dialing 
(STD). Consultants will recommend measures to strengthen PERUMTEL's management, 
organization and operations. Three experts provided by the United Kingdom under 
the Colombo Plan will participate in the consultants' work and remain in Indonesia 
for about two years to help implement their recommendations. 

With the assistance of bilateral aid, a microwave arterial system is being in-
stalled linking the principal cities of Java with each other and with Den Pasar in 
Bali. The microwave and troposcatter systems being installed with IDA assistance 
will extend the availability of good long-distance communication to the principal 
cities and towns of Sumatra and to Bandjarmasin in Kalimantan. Distribution cables 
wi l l remove local congestion and enable 5,000 new telephones to be connected in 
Djakarta. The installation of a 100-line telex exchange at Medan, Sumatra, and 
t~ l eprinters will permit business and market information to be speedily trans
mitted and exchanged in print. 

The project is scheduled for completion at a total estimated cost equivalent 
t o $22.6 million. The IDA credit will cover $12.8 million of the foreign exchange 
requirements; Australia is providing $1.2 million to finance the import of STD 
s rvitching and operator dialing equipment, and the balance of $100,000 for survey 
and engineering work is being provided by Japan. 

f! sheries Project 

The Indonesian archipelago encompasses seas of about 1.9 million square miles , 
bt,t marine fishing is confined mainly to shallow coastal waters because of the small 
size of traditional fishing vessels. The annual marine fish catch could be rais~d 
substantially above the 1968 level of 726,000 tons by the introduction of modern 
technology, equipment, and other facilities. 

The project being assisted by the $3.5 million IDA credit is the first phas e. of 
a program aimed at expanding fishing for skipjack, a species of small tuna which is 
abundant in the eastern seas of the archipelago. World demand for skipjack is gt·riw• 
i ng and Indonesia is in a good position to build up an export industry. Execution 
of the project over the next five years will supply the experience needed to deter
mine subsequent phases of the program. It includes the construction, equipping and 
0peration of freezing and cold storage facilities at Aer Tembaga, a natural fish i~g 
por t in North Sulawesi (Celebes); and the procurement of 30 pole and line wooden 
fishing vessels of 30 gross tons each. Provision is made for two refrigerated 
-;essels for the transport of frozen skipjack to overseas markets (most likely 
J ~pan); they will either be purchased or chartered, whichever proves most econo~ical 

The State Fisheries Enterprise North-Central Sulawesi will manage 15 of the 
,,essels, the shore installations, and the two fish carriers (if procured) and the 
·, 1_rerseas marketing. Private enterprises at Aer Tembaga will be provided with cr~<lit 
facilities by the Government through state commercial banks for the purchase of t:he 
remaining 15 vessels. Provision is made for four experts to strengthen the manage ·· 
mr,· nt of the Enterprise, and a special project committee comprising the representa
tl11es o f various government organizations concerned will be set up to review 
~r.0gre8s. 
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Tne total cost of the project is estimated at the equivalent of $4.3 million. 
~hz $3.5 million IDA credit will cover the foreign exchange requirements. The local 
,:os~s will be met by the Government and the Enterprise. The Government will pro
vide the Enterprise with $529,000 of the proceeds of the IDA credit in the form of 
equity and $2,278,000 as a 15-year, 12% loan. The Government will relend the re
maining $693,000 to the private fishing enterprises, repayable in 10 years with 
int erest at the Government's standard rate (now 12%). 

The project will create additional employment for about 1,200 workers and re
sul t in net foreign exchange earnings of at least $1.3 million annually. Its mos t 
i mportant contribution, however, will be to demonstrate to private concerns the 
profitability of skipjack fishing for export. 
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