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Full Report 

1. Government and the IBRD Resident Mission agree the first priority 
for possible Bank assistance in water supply is project preparation/ 
appraisal of perhaps three specific relatively small, simple projects. This 
would provide immediate impact. A limited sector study would be necessary 
to assure the projects had high priority if IBRD/IDA finance was contempla
ted; this sector study could be expanded if staff were available to determine 
what technical assistance programs would be justified. 

2. For the three projects included by Government in the development 
plan, the foreign exchange cost is roughly estimated at $5 million (plus 
local cost $4 million). If such an investment could be accomodated within 
the IBRD/IDA Indonesia program, it is recommended that a credit line approach 
be taken in the interest of time. A project preparation/appraisal mission 
could define the three projects and prepare an appraisal. The costs for 
detailed engineering could be included in the loan/credit, and this might 
proceed concurrently after field appraisal. In addition, the loan/credit 
could include funds for management consultant review of present organization 
and procedures and for developing a simple effective model system of manage
ment and control for the three cities. IBRD/IDA control could be maintained 
by requiring approval of detailed engineering plans before proceeding with 
each specific project. 

J. If IBRD/IDA does not wish to take the credit line approach, after 
the project preparation mission, consultants could be employed to develop 
the projects in detail. Then they could be appraised. This would lead to 
sequential action which will take much more time but has less risk. (Risk 
of not being able to effectively utilize a credit under the credit line 
approach appears small.) 

4, In addition to the three specific projects, Djakarta, the capital, 
needs substantial improvements in the distribution system. Funds for engin
eering studies and future, presently undefined, construction might be in
cluded in the credit line. 
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a) 

b) 

c) 

~eport 

Basic decisions to be taken are: 

dofls the Bank wish to assist in water supply project 
preparation/appraisal and how intense a sector study? 

does IBRD/IDA wish to make a loan/credit of $5 million 
(or more) for water supply in Indonesia? 

can the credit line approach be taken to save time? 

6. The writer visited Indonesia from March 2 to 14, 1969 to briefly 
review the water supply situation and discuss possible Bank activities in 
that sector with the Resident Mission and the Indonesian Government. 

7. Both Government and the mRD Resident Mission believe that the 
first priority for possible Bank assistance in the water supply field 
would be to assist in project preparation and pre-appraisal/appraisal of 
a limited number of water supply projects. Goverrunent, in formulating 
its immediate development plans, has included three projects for the cities 
of Begor, Denpasar, and Solo (Surakarta) as being those considered to have 
highest priority. This selection from a large number of cities (see Annex 1) 
was based on the fact that these were commercial and Governmental adminis
trative centers as well as being cities with tourism activity and further 
potential. The writer visited Bogor and Denpasar. Improvement of water 
systems in these two cities appears to be of high priority; the demand of 
customers already connected to the systems cannot be met and no new con
nections can be made. The systems have not been expanded to meet increased 
needs and population for decades. 

8. A water supply sector study for the country previously considered 
within IBRD, was considered by the Resident Mission and Government to be of 
lower priority. This was based on the desire to have immediate impact and 
the belief that priority for the three cities mentioned above was sufficiently 
high to justify action and that a thorough study of the whole sector would 
not result in a change of this opinion. At the same time that the suggested 
projects were prepared or appraised, a modest sector study should be made 
to assure the foregoing. The sector study could be expanded to evaluate 
possible benefits of technical assistance programs for organization, man
power and management systems development, and to review material supply by 
local industry to the water supply sector. It should be borne in mind, 
however, in reviewing the many possible projects in the sector, that In
donesia's resources are limited and will be a constraint to undertaking more 
than a limited number of projects in the foreseeable future. 
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9. .Annex 1 lists the projects considered by the Department of 
Public W:>rks to be desirable to undertake. This list does not consider 
any constraints such as availability of funds or manpower. The total 
expenditure exceeds US$ 100 million equivalent for the period 1969-1973 
and is far beyond possilile accomplishment. 

10. For the three cities mentioned above, projects with a total cost 
of about US$ 5 million in foreign exchange and US$ 4 million equivalent in 
local currency have been identified and included in the development plan 
for the next two years. These estimates are for the projects as presently 
conceived, which include transmission lines of up to about 30 kilometers 
from springs to the cities. Further study may indicate the desirability 
of using deep wells instead of long transmission lines to springs, which 
might affect the cost of the projects substantially. 

11. It would probably be possible to put together these projects for 
an .Association credit reasonably rapidly. This could either be done using 
effectively a credit line approach after a project preparation/preliminary 
appraisal mission, including funds for the necessary consulting engineers' 
studies as a part of the credit, or alternatively with much more time and 
consultant manpower, the projects could be completely prepared and the 
credit could be made based on firmer engineer:ing plans. The first approach 
would be substantially more rapid and control over the project could be 
maintained by requiring Bank review of each individual sub-project as de
tailed engineering was completed. 

12. I should like to emphasize that the proposed three projects are 
quite simple, and that probably it would be undesirable to expend large 
amounts of time and funds for consultants to make large comprehensive 
studies. 

13. It should be noted that the first item of priority in the water 
sector is to complete works already started in a number of cities. The 
mission was assured that adequate fun:l.s were being made available to do 
this. This should be a condition before new commitments are undertaken. 

14. In addition to the cities mentioned, Government has signed a con-
tract with Degremont (France) for the supply of equipment and engineering 
services for a large expansion of the water system in the city of V1akassar. 
The specific designs of Degremont are now being reviewed by Government which 
can still change the plans. A brief review by the mission indicated that 
a decent project appraisal could reduce investment costs perhaps 5-20% or 
more. Government would probably be interested if the Bank could provide 
assistance to it in reviewing the proposal in detail to assure an economic 
project. 
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15. On the organization side, within Indonesia there is need to 
clearly define responsibilities for activities within the water sector 
on a more logical basis. Currently the municipality or other territorial 
area may be responsible for operating and maintaining the water system 
and extending the distribution system. The Central Government Public 
Works Department, on the other hand, is sometimes called upon to help on 
the operating side and is totally responsible for planning and carrying 
out projects to increase the water supply to the city. This split of 
responsibilities, between developing increased water supplies and develop
ing the distribution system, leads to uncoordinated development; in 
Djakarta for example, a project to increase ·water supply to the city is 
almost complete, but work on the distribution system has not yet started. 
A study of the problem and assistance in implementing changes might be 
undertaken through some form of technical assistance to Indonesia. In 
the writer's opinion, in a country as large and varied as Indonesia, it 
would be desirable to make the municipalities or modest-sized geographi
cal governmental units responsible for water supply in general, rather 
than having a central water authority with actual operational responsibili
ties. Central Government could effectively participate by having a techni
cal staff which would be called UPon, somewhat in a consultative capacity, 
by the municipalities for assistance, and providing finance from one of 
the governmental financial institutions. 

16. On the manpower side, based on the cities visited, there is a 
need for strengthening personnel, and for developing systems and procedures 
which will allow management by individuals without high qualification. 
Technical assistance is needed in these regards. The overall improvement 
of water supply organization and manpower will take reasonable time, and 
it is recommended that if the Bank/Association decides to involve itself 
with the several projects in the water supply sector, that funds be in
cluded to provide technical assistance and to improve these situations con
currently with project implementation. If improvement were made a condition 
of Bank/Association involvement, it would be a substantial period of time 
before action could be taken and it would be doubtful if the Indonesian 
Government would be motivated to do this in the face of the many other de
mands on its resources. The writer believes that there would be little 
risk if the water systems in the three cities were made effectively autono
mous units within the municipal/county administrations, responsible for all 
water activities, and calling on the Central Government for technical 
assistance as needed. These cities could effectively be pilot units to de
termine the strengths and weaknesses of independent operations. 

17. On the business side, for the systems observed at Bogor and 
Denpasar there were simple business systems and bills were sent out and 
collected, evidently without large problems. The systems, however, might 
be improved with consultant review, as mentioned in the prior paragraph. 
The simplest practical systems should be applied to the cities involved 
in an Association credit on a model basis, and problems worked out. Such 
business practices could serve as models for all the other water supply 
systems in the country. 
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18. Water rates are exceedingly low throughout the country. For 
Djakarta, Begor and Denpasar operating revenues evidently covered opera
ting costs, but depreciation, amortization, interest or return on invest~ 
ment were not provided for. Prevailing water rates are equivalent to 
about US 5¢/1,000 gallons, or less, as compared with rates of US 20¢ -
US$ l.00/1,000 gallons in most other developing countries. 

19. The water problems of the city of Djakarta were also investigated 
briefly. A new treatment plant is nearing completion, but a basic problem 
in the immediate future will be the provision of adequate water mains for 
distribution. A distribution network analysis will have to be done before 
it will be possible to deterr.ri.ne the exact improvements which will be 
necessary to adequately serve the population (Degremont did one several 
years ago; this might be updated or another one made by independent 
engineering consultants). On the business side, although the Water Depart
ment does theoretically meter water usage and bill for water used, control 
is difficult in such a large city. Management estimates that only about 
70% of bills are actually collected. The Governor of Djakarta, however, 
has a reputation for being efficient business-wise, and it is likely that 
this situation could be corrected. Some outside management consulting 
advice would be desirable to review and perhaps overhaul the business 
systems. If the Association desired, some funds could be included in any 
credit line which might be made to the country with virtual certainty 
that they could be used in Djakarta for distribution system improvement 
and consulting services. 

20. Basic decisions to be taken are: 

(a) does the Bank wish to expend 6-12 engineering man-months 
for either its own staff or its own controlled consultants 
and 3-6 financial analyst man-months to assist in project 
preparation, pre-appraisal and report writing to develop a 
credit for the three cities mentioned and initiate action 
on Djakarta? (This would include a short review of the 
water sector to assure projects had reasonable priority. 
In addition, consultant services could be included to es
tablish the cities as pilot units for improved system 
development.) 

(b) does the Bank wish, in addition to this, to review the 
water supply sector in some depth for the whole country 
(say up to 12 man-months)? Specific benefits of such a 
study might be longer term since resources available will 
limit drastically the number of water projects which may 
be undertaken. 

(c) does the Bank/Association wish to make a loan/credit for 
US$ 5-10 million equivalent for water supply in Indonesia? 
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(d) if the answer to (c) is positive, could the Bank/Associa
tion take the credit line approach for the water projects 
{reconnnended by the mission), or should the conventional 
but slower approach of lining the projects up completely 
before any connnitments are made be taken? 

(e) if the answer to any of the above is positive, how soon 
should this be done - the Bank Resident VJ.ission in In
donesia is interested in prompt action. 

FHLamson-Scribner/bc 
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Miss Maher 
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Divisional Files 
Chronological Files 



POTENTIAL P!«JJECT EIPEJIDITURES IN WATER SUPPLY SECTOR 

1969-1973 

1969 1970 1971 1972 1973 Total 
Local Foreign Local Foreign Local Foreign Local Foreign Local Foreign Local Foreign 

Currency Exchange Currency Exchange Currency Exchange Currency Exchange Currency Exchange Currency Excha nge 
Rupiah $ Equiv. Rupiah $ Equiv. Rupiah $ Equiv. ~ $ Equiv. Rupiah $ Equiv. Rupiah $ E.quiv. 

Funds needed to comElete 12rojecte under construction - - - - - Local Currency - Rupiah - in millions - $ equivalent - in thousands - - - - - - - - -
Ambon 102 50 152 
Bandjarmasin 246 150 )96 
Boger 112 500 J8 - (barely started) 150 500 
Djakarta 688 2o8 896 
Djakarta Boosting 50 50 
Karawang 11 JOO 116 450 28 (barely otarted) 221 750 
Makassar 32 32 
Menado 160 100 260 
Padang 1)5 50 185 
Palembang 101 500 120 - (barely started) 221 500 
Pontianak 17 17 
Semarang JO JO 
Surabaja 20 60 80 
Tg. llban __ 4 -- -- -- __ 4 --

Sub-total 1,774 1,300 892 450 28 2,694 1,750 

~ 
Funds needed for ;eroJects to improve existing •,!'.! tems 

Benkulu 35 55 300 40 125 130 425 
Denpasar 40 10 50 
Jogjkarta 48 250 20 68 250 
Kupang 119 85 350 40 244 350 
Langsa 28 200 60 100 22 110 JOO 
Palang Karaja 15 45 250 JO 90 250 
Pangkalpinang 57 JOO 59 100 29 145 400 
Pasaruhan 65 672 50 115 672 
Pd. Pandjang 20 10 JO 
Purbalingga 45 10 55 
Sengkang 33 200 47 80 200 
Sigli 53 250 48 18 119 250 
Singaradja 20 47 JOO 13 Bo JOO 
Solo 60 578 40 100 578 
Tabanan 25 JO 200 JO 85 200 
Tg. Karang 58 250 20 78 250 
Tondano -- -- -- ___1Q _.!2Q ----l!2 - - -22 100 --

Sub-total 468 1,950 390 600 355 1,150 JlO 700 121 125 1, 644 4,525 

Funds needed for maJor ~nsions or nev sz:stems 

Eada Atjeh 200 1,000 195 500 70 250 10 250 535 2, 000 
Bi tung 23 123 530 19 300 225 8JO 

m.pasar 165 1,500 140 557 lJO 100 535 2,057 
.rjka.rta 100 1,500 310 2,000 310 2,000 292 1,300 1, 012 6, 800 

'---- Djambi JOO 1,500 JOO 1,500 150 500 65 815 3, 500 
Gili.manuk 15 40 200 20 75 200 
Joghakarta 237 1,500 J4J 1,638 150 730 3,138 
Kendari. llJ 1,000 162 750 65 250 340 2,000 
Ki saran 73 250 47 250 25 145 500 
Kupang 176 1,500 103 710 39 318 2,210 
Madiun 194 1,600 143 750 88 510 10 435 2,860 
Malang 123 800 138 186 261 986 
Makasar 509 420 2,250 360 2,000 51 1,340 4,250 
Mataram 96 525 109 378 25 230 903 
Metro 77 300 94 300 69 210 240 810 
Pakan Barux B 211 950 167 750 110 385 54 550 2, 085 
Palembang 360 1,500 324 1,500 225 500 909 ),500 
Palu 190 500 150 500 100 440 1,000 
Pare 45 150 45 220 90 310 
Pulo !las 250 750 250 750 500 1,500 
Purwokerto 42 JOO 69 327 JO 141 62 7 
Salatiga 65 250 35 250 50 150 500 
Samarinda 105 500 118 650 92 750 315 1,900 Serang 105 500 53 201 42 170 200 871 Solo 200 1,500 155 1,500 150 1, 000 105 610 4, 000 
Sukabumi 10 500 76 500 45 191 1,000 Tangerang 59 100 91 300 150 400 Tegal 75 500 75 400 61 211 900 Tg. Karang 190 1,000 168 750 164 500 522 2, 250 Tg . Pinang 95 500 105 JOO 90 200 290 1,000 Tj ibin01g -- -- -- -- -111 ~ ______in ~ JOO 500 - -

Sub-total 1,447 7,000 2,598 14,432 4,201 18,958 J , 234 11,971 1,325 3,086 12, 805 55,447 

Tot al 3,689 10,250 3,880 15, 482 4,584 20,108 3,544 12,671 1, 446 3,211 17 ,143 61,722 - - - - - - -
Total Local Currency expenditures in $ equivalent (Rupiah 400 = $ ) 42, 858 

Total Project expenditures in $ equival.ent $ 104, 580,000 


