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TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S, McNamara). 

Raymond J, Goodman ~ • 

INDONESIA - Ambassador Sjarif Thajeb 

DATE: February 25, 1972 

In connection with his call on you today, you maybe interested 
in the following background information on Ambassador Thajeb (pronounced 
TIE-yeb): 

Personal Information: In early fifties, married, has four children, Moslem, 
speaks English fluently. Member of distinguished family of the Province of 
Atjeh, North Sumatra. 

Education: Graduate of Djakarta Medical College. Post-graduate work at 
Harvard Medical School, Temple University School of Medicine, and Indonesian 
Army Staff and Command School. 

Previous Activities and Functions: Director of Ojakarta Central Hospital. 
General Chairman of Armed Forces Group in Parliament, Member of Armed Forces' 
Political Team, Lt. General, Minister of Higher Education and Sciences, 
Rector of the University of Indonesia. Took part in the negotiations leading 
to the termination of confrontation against Malaysia and Singapore. Most 
recently, Deputy-Speaker of Parliament. 

SMTolbert:grk 
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FROM: 

SUBJECT: 
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INTERNATIONAL DEVEL9PMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
For the Record { 

Raymond J. Goodman ~ ft, DATE: July 18, 1972 

Minutes of Meeting with Southeast Asian Ministers 
Communications (COORDCOM) and other Officials 

of Transport and 

The group of Ministers and other officials representing the 
countries of COORDCOM, who were visiting Washington in order to attend 
Transpo '72 called on Mr. McNamara on May 30, 1972. Mrs. Suparb, Mr. 
Luthra of the ADB and I were also present. 

His Excellency, Dr. Frans Seda, Minister of Communications of 
Indonesia, read a summary of the attached aide memoire and presented to 
Mr. McNamara, on behalf of COORDCOM, Volume I of the recently published 
"Regional Transport Survey of Southeast Asia" prepared under the auspices 
of the ADB. Minister Seda said that he and his colleagues hoped they could 
count on the support and assistance of the World Bank in developing the 
transport systems of Southeast Asia and particularly in helping to bring 
about their closer integration. 

Mr. McNamara thanked the Ministers and officials for the volume 
and for their kind remarks. He said he had already had an opportunity 
of glancing at the main volume of the Regional Transport Survey and had 
been impressed by its quality and thoroughness. In his view, there were 
no more important problems in the developing world than those connected 
with the better integration of the economies of particular regions; the 
countries of the Southeast Asian regions could count on the Bank's doing 
everything in its power to further this objective. 

Attachment 

RJGoodman/rf 

resident has seen 
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Tel: 

FIRST MINISTERIAL CONFERENCE ON 
DEVELOPMENT OF TRANSPORT AND COMMUNICATIONS 

IN SOUTHEAST ASIA 

22ND-23RD MAY, 1972 

AIIE-MFM>IRE 

DEWAN TUNKU ABDUL RAHMAN, 
JALAN AMPANG, 
KUALA LUMPUR, 

MALAYSIA 

Ministers of Transport and C!aml.mi.catioos fl.'all the Replblic 

of Ilmnesia, Laos, Malaysia, Si:o:Japare, Thailand am the Jlnbassadors 

of the I<lmer Replblic, the Replblic of the Philiwines and the Replblic 

of Vietnan are deeply a,wreciative of the cgx>rt:unity to meet with His 

Excellency Mr. ~ s. Mc!&nara to discuss the efforts t.hl.ch are 

bein] made by their goverments for the developnent of transport and 

camunications on a re:Jional basis in Southeast Asia. Southeast Asian 

qoverments have embarked m these efforts in order to ensure that 

transport develqment oontriblt:es effectively towanis accelerated econanic 
_.1 

develqment am oooperation in the re:jion. 

In Septanber 1917, a meet.iDj of Southeast Asian Senior Officials 

on Transport and Catmunicatioos was held in Kuala Implr to consider 

scme of the measures which slx>ul.d be taken to pr:aoote regional develq>-
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ment in this field. Arisin!J fran this meetin}, the Goverrments cxm-

oerned agreed: 

First, to request the Asian Develq.ment Bank ·to aan:inister on 

their behalf the :implementation of a cxmprehensive regicmal. transport 

survey CXNering all IOOdes of transport. 

Secord, to prarDte the f0J"D11lation and jmplanentation of feasi-

bility studies for high priority projects while the regialal. transport 

survey was beiDJ undertaken. 

Third, to establish a COordinatin} Cl::llmittee of Sruthea.st Asian 

Senior Officials m Transport and Qmmmicati.als (CXX>RIXXM) 

the recxmnendations of the 1967 MeetiDJ of Officials. 

Since that tine, the Regicmal. 'lransport SUrvey (Rl'S) has been 

a:mpleted, am feasibility studies have been initiated en eighteen high 

priority projects in respect of J:Oals, parts, airports, teleocmmmica-
-

tials, civil aviati.al am water transport; fifteen of these have already 

been oanpleted. A further four projects have nDre recently been identified 

for feasibility studies. The IX>tential order of investment of the first 

fifteen projects is aver u.s. $200 .million. 

The focal point far the cxxrdinatioo of the efforts of Southeast 

Asian Goverments with respect to the above \«lrk has been CXX>RXXM. 

CXXlRIXD4 has now met en eleven cx:casions in the various capitals of the 
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region. In the p:-ocess it bas established good 'WDrkilxJ relatialships 

anDDJ govermBlts oonoerned and laid a st.roo] fouOOation for IlDre 

extensive <Xq)eraticn in the field of transport atxi CXIllllJilicatdons in 

the future. 

The cost of the Regialal. Transport Survey was u.s. $3 millicn 

and was funded by the Asian Devel.qment Bank, the United Nations 

Devel.qment Progranme am the United States Governnent. Assistance 

fer e:iqhteen feasibility st:OOies alrea:ly initiated aaamtin:J to SCile 

· u.s. $2 millicn was secured fran the Governnents of Japan, the United 

Ki.Djdan am the United States. Southeast Asian Gaverrments are ~ecia

tive of the substantial roles llbci:ch these developed coontries ani inter

nat.ialal develqment ageooies have played in the pl.annin;, fulxlin3 and 

executicn of the above stulies. 

A Conference of Satt:heast Asian Ministers of Transport and can

nuni.cat:ms was held in Kuala I.ulpur an 22-23 May 1972 to ocnsider and 

take decisioos en the illplanentatioo of the J:ea::umaldations in the RrS. 

'lhe Conference noted that the Rl'S is a oc:uprehensive stOOy based oo a 

systematic analysis of eooiXDic growth in the region and the required 

nr:xlifications and expansioos of the transport networks to support 

efficiently these develq:ments. The Conference recognized that the Rl'S 

is the first sta:ly of this type for the region and ajreed that it was a 

valuable starti.DJ point for their efforts to Wild an integrated transport 

system in the region. To this em, the Ministerial Conference mqed 
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member Goverrm:mts to give full oonsideraticn to inoorporatin] the 

recuwedatioos of the Rl'S into the national devel.qment plans of their 

respective c:xuntries and directai CXXlRIXXM to detemdne the feasibility 

of the var:iDUs projects, policy aJX1 institutional recxmnendations in 

the RrS am the steps which sha1ld be taken far their pl.arlniDJ and 

jnplanentatian. The Joint cammdque of ·the Conference is attached. 

In reoogniticn of the deBDnstrated value of CXX>HXXM and the 

massive agerda of actim in the Rl'S, the Ministerial Conference agreed 

that a pennanent Southeast Asian Fqency for Regional Transport and ~ 

lllllli.cati.oos (SFAT.AC) be set up to take the place of the five year old 

Inter:im Secretariat of a:x:>BIXXM. SEATAC will have the respons:ibility of 

helpin.J Sootheast Asian Ministers of Transport and C<mmmications and 

CDORIXXM ensure that the recxmnendations of the Rl'S are followed-up in an 

organized, systenatic and integrated mamer. 

Southeast Asian Governnents reoogni.ze that they themselves DllSt 

make major efforts required far the Utplementaticn of re:Jional actioo 

in the transport and oamami.catims field. At this stage in the develq>

ment of their ecoioni.es, lx7MeYer, they will need substantial technical 

arxl capital assistance fran deve]_q)ed oountries and international develop

ment agencies to supplenent their own national and regional efforts. 

To this end, they urge cognizance of the RrS and seek the ~ 

of the ltlrld Bank in their endeavors to pratDte the developnent of trans

port and amami.cati.oos en a regional basis. Southeast Asian Governnents 
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expect to present to the Bank requests for ca.pi tal assistance far such 

projects - en a bilateral basis in the case of national projects am em 

a collective msis in the case of projects involvin.J llm'e than one 

cnmtry. They are OOpeful that the Rrld Bank will play a significant · 

role in the regional effort now gainirxJ nonentun in Southeast Asia. 

wasbin.Jton, D.C. 
30 May 1972 
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JOINT COMMUNIQUE 

The First Ministerial Conference on the Development of 

Transport and Communications in Southeast Asia was held in Kuala 

Lumpur on 22-23 May, 1972. The object of the Conference was to 

promote the coordinated development of transport and 

communications in the region. 

2o Eight countries -Republic of Indonesia, the Khmer 

Republic, Laos, Malaysia, the Republic of the Philippines, the 

Republic of Singapore, Thailand and the Republic of Vietnam -

participated in the Conference. 

3. The Conference was attended by:-

H.Eo Dro Frans Seda, Minister of Transport, 

Communication s and Tourism, Indonesia. 

Mr. Var Kim Hong, Charge d'Affaires, Embassy of 

the Khmer Republic in Kuala Lumpur. 

HoE. Phagna Ngon Sananikone, Minister of Public 

Works and Transportation - Laos. 

HoE. Tun (Dr.) Ismail bin Data Abdul ·Rahman, 

Deputy Prime Minister, Malaysia 

H.E . Tan Sri Sardon bin Hj. Jubir, Minister of 

Communications, Malaysia (Alternate Leader). 
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H.E. Tan Sri RomeoS. Busuego, Ambassador 

Extraordinary and Plenipotentiary of the 

Philippines to Malaysia. 

HcEc Mro Yong Nyuk Lin, Minister for 

CoiTmunications, Singaporeo 

HaEc Dro Sirilak Chandrangsu, Under- Secretary 

of State Acting in the capacity of the 

Minister of Communications, Thailand. 

HoEo Mro Nguyen Duy Quang, Ambassador Extra-

ordinary and Plenipotentiary of the 

Republic of Vietnam in Kuala Lumpur. 

The Conference was also attended by observers from:-

Australia New Zeland 

Belgium Norway 

France Switzerland 

Federal Republic Sweden 
of Germany 

Italy 
Japan United Kingdom 

Netherlands United States 
of America 

Asian Development Bank 

Economic Commission 
for Asia and the 
Far East 

'united Nations Develop
ment Program 

The Conference was inaugurated by His Excellency the 
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Prime Minister of Malaysia, Tun Abdul Razak bin Dato' Hussein. 

6 0 The Chief Delegate and Deputy Prime Minister of Malaysia, 

Tun (Dr.) Ismail bin Dato Abdul Rahman was elected Chairman and 

the Chief Delegate and Minister of Transport, Communications and 

Tourism, Indonesia, Dr. Frans Seda, Vice-Chairman. 

I o DEVELOPMENT OF TRANSPORT AND COMMUNICATIONS IN SOUTHEAST ASIA 

7o The Ministerial Conference centred its deliberations on 

the recently completed Regional Transport Survey which was commis

sioned by countries in the region and undertaken under the 

auspices of the Asian Development Banko The Ministerial Conference 

expressed its deep appreciation to the Asian Development Bank, the 

United Nations Development Programme, the United States Government 

and the consultants involved for their substantial roles in the 

planning, financing and execution of the Survey. 

8. The Regional Transport Survey provides an assessment of 

the existing transport systems in the region, an analysis of their 

capacities and inadequacies and a comprehensive package of 

recommendations on investments, policies and on institutional 

changes for the development of transport in the region over the 

next twenty years. 

9. Noting that the Regional Transport Survey embodies a 

massive agenda of the national and regional measures required for 

·-' 
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transportation to effectively contribute to accelerated economic 

development in and integration of the region, the Ministerial 

Conference agreed that: 

(i) member Governments be urged to give fullest 

consideration to the incorporation of 

recommendations of the Survey into the 

national development plans of their 

respective countries; 

(ii) the Coordinating Committee of Southeast Asian 

Senior Officials on Transport and Communications 

(COORDCOM) determine in detail and in consulta

tion with member Governments concerned the 

feasibility and benefits of the various regional 

project, policy and institutional recommendations 

in the Regional Transport Survey and the steps 

which should be taken for their planning and 

implementation; 

(iii) COORDCOM accord priority attention to those 

projects relating to the poolin~ of 

information, research and training facilities, 

coordination of transport services, 

standardisation of equipment and harmonisation 

of action in respect of bilateral agreements 

with outside interest in the transport field; 
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(iv) COORDCOM take ste ps to promote implementation 

of those projects where feasibility studies 

have been completed and projects which 

require expansion of capacity by 1975; 

(v) COORDCOM keep under continuous review the 

perspective of the R~~nal Transport Survey 

and recommend on the project, policy and 

institutional implications involved so as to 

enable the Survey to serve as a basis for the 

continuing efforts of the region in transport 

development. 

II • FRAMEWORK FOR COOPERATION 

10. At the meeting of Southeast Asian Senior Officials on 

Transport and Communications, held in Kuala Lumpur, in September 

1967, a Coordinating Committee was established to follow-up on 

the recommendations of the meeting with respect to measures for 

the coordination of transport and communication development and 

for securing external assistance for high priority projects. · 

An Interim Secretariat to service COORDCOM was set up by the 

Malaysi an Government with the financial cost involved being 

fi r s t provided by the Malaysian Government and the U.S. Govern

ment and later shared by member Governments in the region on a 

pr o-rata basis. 

11 . Noting the demonstrated value of COORDCOM in 
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f acilitating r egional action in the transport and communi

cations field, the Ministerial Conference agreed that the 

focal point for their efforts in this field will continue 

to be the COORDCOM. The Ministerial Conference further 

agreed that Southeast Asian Ministers of Transport and 

Communications should ~eet from time to time to exchange 

views and to review the work and recommendations of 

COORDCa1o 

12. To ensure effective servicing of COORDCOM and 

the Meeting of Southeast Asian Ministers of Transport 

and Communications, the Ministers agreed to establish a 

permanent Secretariat of COORDCOM with responsible officers 

as early as possible. It requested COORDCOM to determine 

the detailed functions, organisation, personnel requirements, 

staffing and funding of the Secretariat. The Secretariat, 

to be known as the Southeast Asian Agency for Regional 

Transport and Communications Development (or for short 

SEATAC), will have the following broad responsibilities. 

(a) to follow up on all regional projects and 

programmes, policies and institutional 

recommendations covered by the Regional 

Transport Survey and/or sponsored by the 

Southeast Asian Countries; 
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(b) to maintain on a continuing basis information 

on the status of 'umbrella' projects and to 

promote collective action in respect of 

planning, implementation and operation; 

(c) to work with member Governments and interested 

international development agencies in 

establishing and maintai~ing a central 

information system on developments in the 

transport and communications field in Southeast 

Asia such that the Meeting of Southeast Asian 

Ministers of Transport and Communications and 

COORDCOM will be in a position to:-

( i') monitor the implementation of the 

Regional Transport Survey; 

(ii) identify priority projects for 

detailed study and implementation; 

·5 ) process regional projects and 

programmes for c :Y ") sideration of the 

Meeting of Southeost Asian 

Ministers of Transpor t and Communi

cations and COORDCOM: 

(iv) work with the Government in 

preparing regional projects for 

foreign financing; 
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(v) update f~ time to time the data, 

assumtions and analytical base of 

the Regional Transport Survey. 

13. The Ministerial Conference noted with appreciation 

the offer of the Government of Malaysia to host the Secretariat of 

COORDCOM and to provide the _ first Director for the Secreta~iat. The 

Ministerial Conference expressed its appreciation of the offers 

by the Asian Development Bank, the United Nations Development 

Programme and the United States Government to assist in the 

funding of the technical work of the Secretariat. 

III . I l·rTERNATIONAL COOPERATION 

14. The Conference affirmed that, as in other fields of 

development, the efforts required for the implementation of the 

projects, policies and institutional reforms f or bringing about 

the establishment of a sound and efficient transport and communi

cations system in Southeast Asia will have to originate from within 

the countries of the region themselves. However, in the light 

of their limited financial and technical resources at this stage 

in the development of their economies, the Ministerial Conference 

invited positive .international cooperation to supplement their 

own efforts. To this end, the Ministers and their officials who 

will be attending Transpo 1 72, the International Transportation 

Exposition, will take the opportunity of their presence in 
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Washington, D.C. from 26th May to 2nd June to explore with the 

World Bank, the United Nations Developm~nt Programme, the US 

Government and the US Export-Import Bank, the role \t!ll.th that 

Government and those agencies could play in assisting the develop

ment of transport and communications in the region. The 

Ministerial Conference also agreed that it hopes to undertake 

similar explorations with other developed countries and inter

national development agencies at appropriate times in the future. 

15. Since 1969, external technical assistance has been 

received through COORDCOM for seventeen regional projects studies 

amounting to US$1.8 million. Fifteen of these studies have now 

been completed and these will lead to project investments of 

over US$200 million, a part of which is already being financed 

with assistance from international development agencies including 

the Asian Development Bank and the World Bank. The Ministerial 

Conference expressed its deep appreciation for the technical 

and capital assistance which has already been received. 

IV. APPRECIATION 

16. The deliberations at the Conference were held in a 

frank and cooperative atmosphere. The Conference drew satisfaction 

from the deep interest shown by Member Governments in promoting 

regionalism in their efforts in the transport and communications 

field. The Conference was also appreciative of the cooperative 

attitude and support of the develop countries and international 
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" development agencies, which were represented by observers in the 

Conference. 

17. The Ministers expressed their sincere appreciation to 

the Government and people of Malaysia for their warm and generous 

hospitality and the efficient service and facilities provided at 

the Conference. 

Kuala Lumpur 

23rd May, 1972 

. . 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. Anders E. E. Ljun~ 

Douglas J. Fontein ~-

Visit of Southeast Asian Ministers of 
Transport and Communications and members 
of COORDCOM 

DATE: May 9, 1972 

Under the auspices of USAID a group of Southeast Asian Ministers 
of Transport and Communications, together with members of the Coordi
nating Committee of Southeast Asian Senior Officials on Transport and 
Communications (known as COORDCOM) will visit Washington from May 25th 
to June 3rd. A tentative list of members of the group and a preliminary 
schedule for their visit is attached. 

As its full name indicates,COORDCOM was established to coordinate 
preinvestment studies and investment projects in transport and communi
cations being undertaken in the countries concerned (Indonesia, Khmer 
Republic, Laos, Malaysia, Philippines, Singapore, Thailand and Vietnam). 
Its Secretariat is located in Kuala Lumpur. So far it has sponsored 
twentytwo feasibility studies for transport and communications projects, 
fifteen of which have been completed, three of which are underway and 
four of which are still to be undertaken. COORDCOM has received financial 
assistance from the UNDP, the Asian Development Bank and the US Government. 
A ministerial meeting will be held in Kuala Lumpur on May 22nd and 23rd to 
decide on follow-up actions on the recently published, ADB sponsored 
Regional Transport Survey and on the future role of COORDCOM and its 
Secretariat. 

We have been asked by USAID and the COORDCOM Secretariat to arrange 
for meetings at the working level to explore possibilities of financing 
some of the studies and projects being sponsored by COORDCOM and of technical 
assistance to COORDCOM and its Secretariat. We are planning to arrange for 
such a working-level meeting in consultation with the Transportation Projects 
Department and other project departments involved on Friday, June .2. 

In addition, we have been asked whether it would be possible for 
the ministers who will be in Washington and who will total about eight in 
number, to pay a courtesy call on Mr. McNamara on Tuesday, May 30. I would 
think a meeting of not more than 15 minutes duration would be enough. I 
should be grateful if you could let me know whether such a courtesy call on 
Mr. McNamara would be possible. 

Attachments: 

DJFontein:gwh 

cc: Mr. Knox 
Mr. Wiener 
Mr. Sadove 
Mr. Fuchs 
Mr. Goodman 
Mr. Street 

' . - seen 
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U N ITED STATES GO\'ERNl\ IE~T 

.Menzorandutn 
See Distribut:i on 

\ ~ \\ 
Kenneth M. Rabin, SA/RD ~ l .. u . .. ...., 

~ \ 

DATE: May 5·, 1??2 

SU.BJECT: Preliminary Agenda for Transpo and COORDCOB Participants Frcrn Southeast 
Asia. 

The a~tached list identifies officials of Southeast Asia for whom 
appointments and ot her P-rrane e::ents have b een n nde for the period 
l-1ay 25 throu~s h J une 2·. . As modifications are made, the respective 
desks will be notified. 

The tentative agenda is quite full and does not at this time pro
vide f<)r visits to A. I. D. Such visits may be i mpos s ible except for 
representatives f r o:n Vietnam , Laos, and Cambodia~ If discus sions \·Ti th 
A.l.D. offi ces are requested, we rrill cont~ct the appropriate 
officers as soon as possible. 

Distribution: 

CO/SA: Hr. O'Connor 
J..A/1\SIA: l·Il· . l·hcDonald 
CO/SA: }.fro noot er 
SA/EI~ GR : Hr. Vog el 
SA/TCD: Hr. Johns on 
SA/'r: Nr. Morg an 
SA/T: Mr. Ke nt 
SA/L: l·Ir. Lev in 
SA/C: Hr. Sil"~.rer 
SAftiCD: Hr. Fossum 
SA/TCD: Nr. Collins 
SA/OVA/0: Hr. Gordon 
ASIA/EA/CDF: Mr. IJ'aubenbla-ct 
ASIA/NCD: J:vir. Lustig 
ABIA/KPA: Hr. Shool: 
ASIA/I :· Hr. Shako";-r 

J . I 
I 

I 

t 
·I 
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SUBJEcr: List of t·'!._inisters of Transportat.1on/Corrmunicat1ons and COO!\L'COr-1 
Officials Visiting Hashington, D.C. 

H~rewi th is the tentative llst of r·linisters of Transportation/Oorrrr.unicc:~tions 
and COOROC0:·1 offlcials v:ho vtill be visitin;~ Hashin~ton, D.C. for TlW,JSPO 72; 
f\1inistcrial briefings and CCXJRDCOI'·1 t.ieeting: 

INOOr JESIA : . 

~ 1. Franz Seda, r·'!inist:ry of Corr:munications. 

. . 

2. IR. Tabiat, Director General I·Brit:lrne Industri.es 
3. IR. Suhartojo, Director General for Basic Industry 
. . 
Lt .. OS: 

1. Ngon Sananikone, lf.inister Public l-.rorks and Tr8nsportation. 
2. Say 1\ahm, Director of High:·:ays, J·:iir.istry of Public \·forks and 'Ir2nsporta~icr:. 
·3. Pnak Savan, Director General, I-1inistry of Public l:Jorks aJ1d Transportation 

r~'lALA YSIA : 

1. Tan Sri Sardon l ra.i i, FLinistcr of Co:r:munications 
~. C.L. Robles, Deputy Director Gener2.l, F.PU Pf.'i's De!)t. 

3. K. Patl-lfna.YJab2n, Assj_stant Secret2.ry EPU 
l~. Bash8n Bin l~ordin, Assist8.nt Secretary:· I·tin . Trans. 
5. Phan~ 1\on Hoc, Secr2tary of · COOliDCO':I 

PHILIPPINES : 

1. Apolinario Orosa, Director Gen8ral, Presidential Econo~c Staff (PES) 
2. Alfredo Kasav1a.n, 1r2.ns, Consult211t, PES 
-3. Vicorino Basco, Director 1Tr2ns and Cor.rmmications PES 
~. Carlos Leano Jr., ~xcc Di~cctor D1frastructurc O?S Centre 
5. · Alej ar~dro f.:elchor, Exec. Sec. President f.~'.lrcos Office 
6. Jesus SUY1[;a, Director Infrastructure Programs and Pro.i ect Offi.ce. 

VIETt·Jf~··1 : 

1. Tran Van Vien, f'!iin. Cor.m. and Posts 
2 Lo H r.l\ C' G i'. • • t f c . t . • r.r; f·~goc ll1Dn, ueC. en. ~ f·!JJ1lS ry 0 OI'TT.'lUDlCa -lons 

'JHJ\ILAHD: 

1. Dr. Sirilak Chandranf':s u, Under Secretary State for Comr.1lmications 
2. Arce Sataya":"ana, Dcput~/ Under ~ecrctary State rinistry Corr::T.unications 
3. A.Jn!)hon Ti~;abhrc!'"l, Chief, T-r2ns and Cor::::~unications 
Lt. Klon!J7~'1atha11aki th Pro. vi t, Bud~et Officer, Budr':et Office 
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KJH!.F.R REPUBLIC ~ 

While no one indicated Phlck Chaat , M~niste:r for 'Plan. or Ky T.a.ng Lim, 
Minister of Pu'':'l lic Works may attend. OtherHise Ambassador or member 
from. Khmer Embr'tssy , Washington will attend 'rRANSPO 72 • .... 

Sin rr.anore: 

Young Uyuk Lin: Minister for Communica tions 

Lian Hock 'Lian: Deputy Secretary Hinistry of Commu.n ications 

'~ ·./· 
.· 
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DRAFT 

Do.te: Hay 4, 1972 

SUBJECT: Preliminary Schedule of Visit of Sout heast Asian Hinisters of 
Transpc-rt /Communications and COORDC0:·1 Officials 

.... 
l-ITNISTERS 

May 2h, (vTednes dA.y ) 

Ar. Los Angeles 

Mn.y 25, (Thursdav) 

10:00 a.m. Dep. Palmdale 

(1) 5:00 p.m. Ar. Dulles Airport 

Evening free 

May 26, (Ji'ri<lay ) 

(2) 10:30 - 12:00 a.m. TRANSPO 72 
opening ceremony at Dulles 
Airport 

Secy. Volpe's. reception at THANSPO 72 

VIP TotiT of TRA..nSPO 72 

{3) 7:30- 9:30 ~.m . . Reception 
National Aviation Club 

May 27, (Saturday ) 

8:00 - 9:00 a.m. Private visit to 
\1hite House 

(4) 6:30 - 8:30 p.m. 
State-DOT Reception 
Diplomatic Reception Room 
State Dept. Bldg. 

( . 

COORDCor.~ OFFICIALS 

Ar. Los Angeles 

10:00 o..m. Dep. Pam.dale 

{1) 5:00 p.m. Ar. Dulles Airport 

Evening free 

(2) 10:30- 12:00 a.m. TRAUSPO 72 
opening ceremony at Dulles 
Airport 

Secy. Volpe 's reception at 
•rRANSPO 72 

VIP Tour of TRAHSPO 72 

t}Evcning free 

8:00 9:00 a.m. Private 
visi.t to ~Tfli te House 

{4) 6:30 - 8:30 p.m. 
State-DOT Reception 
Diplomatic Reception Room 
State Dept. Bldg. 

., 
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NINISTERS 

May 28, (Sunday) 

Free Day 
..... 

Ma.y 29, (1·1ondav - ·Nemorial Dav) 

Mornlng Afternoon ·Free 

(5} 6:30 9:00 p.m. 
Mrs. Chennault's Dinner 
Georgeto1-m Inn 

Mav 30, (Tuesday) 

(6) 9:00 - 10:00 a.m. 

Courtesy call Secy. Volpe 

(7) 3:30 - 4:30 p.m~ (Tentative 
lJieeting with Mr. ~,kNamara 
'Horld Bank 

{8) 6:30 - 8:30 p.m. 
Malaysian Embassy Reception 
Ambassador's Residence 

May 31, ('<Tednesdny) 

(9) 10:00 - 12:00 a.m. 

2 -

Export - Import Bank Discussion 

12:00 - 13:30 p.m. 
Luncheon Ex-Im Bank 

Reception by A.D. Little 

I / 

COORDCOH OFFICJ.\LS 

· Free Day 

Morning Afternoon Free 

~Evening Free 

.*Morning - Afternoon Free 

{8) 6:30 - 8:30 p.m. 
Ma.lays:i.UJ."'l Embassy Reception 
Ambassador's Hesidence 

(6) COORDCO~ Meeting 
Greetin(S by DAS Hazard 
Hqs DOT Building 

Work:i.ng Session 

Luncheon at DOT 

. Working Session 

Reception by A.D. Little 
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MINIS'IT.RS 

June 1 1 (T:1nrsdr.y-) 

(7) 10:00 - 12:00 a.m. 
Heeting with Officio.ls of UNDP 

l-Torld Bank · Building 

(10) THANSPO 72 neception/Banquet 
S11eraton-Purk Hotel 

6:30 p.m. Recention, Exhibit Hall 
7:30 ~.m. Banauet Ballroom 
(Bln~k tie) -

June 2, (~riday) 

~"Free Day 

Dep. '\-7r_shin~on, D.C. 

COORDCOM OFFICIALS 

(6) COORDCOH Heetin~ o.t DOT 
Workinr?; Session 

Lunch o.t Ho gntes Restaurant 
(Northrop Cor-p) 
'Horking Session 

(10) 'l'RANSPO 72. Re.ception/Banquet 
Sheraton-Park Hotel 

6:36 p.m. Reception, Exhibit 
Hall 

7:30 p.m. Banqu0.t Ballroom 
(Black tie) 

(7) 10:00 a.m. 4:00 p.m. 

Meeting of ~OORDCOM Offibials 
and IBRD Country Tea~ Members 
IBHD Building 

~Evening Free 

Dep. vlashington, D.C. 

. I 
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INTE~NATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORA T1 ON 

OFFICE MEMORANDUM 
TO: Memorandum for the Rec~d 

FROM: Raymond J. Goodman r~~. 
DATE: June 15, 1973 

SUBJECT: INDONESIA: Visit of Dr. Mohamud Sadli, Minister of Mines 

Dr. Sadli, accompanied by the Indonesian Ambassador, called on 
Mr. McNamara on June 14. Mr. Knapp and I were also present. 

Dr. Sadli raised two issues: 

Mining Sector 

He mentioned the proposal of P.T. Pacific Nikkel to exploit 
deposits of nickel on a small island off the coast of West Irian, and 
its claim that in order to be viable the project would require long 
term loans for the infrastructure amounting to perhaps $100 million 
out of a total investment of some $550 million (including $135 million 
of equity). In other mining ventures the Government had insisted that 
the sponsors provide all the finance, including the cost of infrastructure, 
but was now inclining to the view that if the project could clearly not 
go ahead without long term finance of the kind that export financing 
agencies do not normally provide they would not close the door to the 
possibility of using official aid. He asked for Mr. McNamara's comments 
on this point. 

Mr . McNamara said he could only offer a comment in principle 
since he did not know anything about the merits of the particular pro
posal. To justify Bank assistance, two conditions would have to be met: 

(1) The project was clearly beneficial to Indonesia, and (2) appropriate 
security or guarantees were given by the sponsors to ensure the service 
of a Bank loan. Assuming both conditions were met, and the Government 
wished us to do so, we would consider the project~ Mr. Knapp added 
that the Government could either take responsibility for providing and 
financing the infrastructure, with some appropriate form of undertaking 
from the sponsors that would ensure service of the loan, or it could 
insist that the sponsors themselves provide the infrastructure and 
assume the Bank loan. A Government guarantee would be required in either 
case. Dr. Sadli said that, inasmuch as this would not be a joint venture, 
he thought that the latter method would be preferable. 

Oil Sector 

Dr. Sadli referred to the new measures designed to supervise 
PERTAMINA, the national oil company, and ensure that it did not incur 
debt without the knowledge and approval of the Government. While he 
could not yet be sure that these measures would be fully effective, he 
was reasonably hopeful. Firstly, General Ibnu Sutowo, PERTAMINA's 
president, was now closely associated with the Board of Supervisors thus 
bridging a communications gap that had previously existed. Secondly, 

President has see 
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the General realized that he could no longer rely on the kind of short 
term, high interest type of money he had previously borrowed to finance 
PERTAMINA's activities but needed access to international capital 
markets on an orderly basis. Loans extended or under consideration by 
foreign banks or by the U.S. Eximbank meant that PERTAMINA had to 
submit to close scrutiny and questioning, and this was a healthy develop
ment. The new arrangements between the Board of Supervisors and the 
management of PERTAMINA involved a process of mutual education during 
which, among other things, he and his colleagues on the Board could 
teach the General some elementary economics about the · opportunity cost 
of capital. 

Mr. McNamara said he was glad to hear of these measures. He 
had been very disturbed by the facts about PERTAMINA reported to him 
earlier in the year, which had raised serious questions in his mind 
as to whether the Bank group could go on assisting Indonesia. He 
considered it to be of great importance that the Government control the 
indebtedness of its agencies and insure that the money was put to good 
use. 

Postscript: After the meeting Dr. Sadli said to me that he hoped the 
Bank would be able to advise him on the point raised by Mr. McNamara 
about the nickel project namely whether the benefits of the project for 
Indonesia were likely to be satisfactory, and also whether 30 year money 
was really needed for the infrastructure rather than the 15 year money 
that might be available from Eximbank or elsewhere. This morning Mr. 
Goodwin of U.S. Steel called me,at the suggestion of Dr. Sadli, and will 
arrange to send the information we would need to make a desk study of 
these questions 

cc: Mr. McNamara's office 
Mr. Knapp 
Mr. Fuchs 
Mr. Sandberg 

RJGoodman/rf 
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
· ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert s. McNamara DATE: June 13, 1973 

Raymond J . Goodman ~~ 
INOONFSIA - Meeting with Dr . Mohamud Sadli, Minister of Mines 

A meeting with Dr. Sadli has been arranged for Thursday, 
June 14, at 5 . 30p. m. A short biographical sketch is attached. 

~ understand that Dr. Sadli is in the u.s. primarily for 
discussions about the proposed reduction in the u.s. tin stockpile. 
D.lring his call on you, which is principally a courtesy call, he may raise 
two questions: (a) the efforts by the Indonesian Government to control 
Pertamina (the national oil company), of whose Board of Supervisors he 
is Chairman, and (b) the possibility of Bank Group lending for enclave 
projects in the mining sector. The following are brief notes on these 
subjects : 

(a) Pertamina - You will recall that the Indonesian representatives 
to the last IGGI meeting in Amsterdam in early May assured the members 
of the IGGI that steps were being taken to bring Pertamina under control 
and to avoid a recurrence of last year ' s heavy borrowing by Pertamina. 
These included establishment in the Ministry of Finance of a special 
unit to oversee Pertamina and to provide the staff needed by the Board 
of Supervisors to carry out its task. There would also be monthly con
sultations between the Ministries of Finance and Mining, Bank Indonesia 
and Pertamina. 

There are indications, as yet unconfirmed, that Pertamina has 
been borrowing substantial amounts to purchase ships . While this informa
tion is not hard enough to be mentioned to Dr. Sadli, it would be well if 
you could le~ him know how seriously you viewed last year ' s affair. 

(b) Bank Group financing of enclave pr ojects in the nu.rung sector - Some 
months ago the sponsors of a large nickel project in ~st Irian, to be 
carried out by a company known as P. T. Pacific Nikkel, Indonesia (u.s. Steel, 
Hoogovens N.V. , and Newmont Mining Corporation are the main participants) 
approached you about the possibility of Bank financing for their project 
and you suggested that they talk to me . I info.rmed them of the arrangements 
we have made in the past to finance the infrastructure for projects of this 
type, (e . g. Boke) and outli ned the kind of undertakings that they would be 
expected to enter into in such a case . 

During my recent visit to Indonesia, I mentioned to Prof . Widjojo 
and Dr. Sadli the possibility of the Bank financing enclave projects in the 
mining sector, without discussing the merits of this particular projecto The 
Ministers said that they would think about it and Dr. Sadli may want to dis
cuss it further with you • 

Preside.Tt has seen 
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Mr. Ibbert s. McNamara - 2 - June 13, 197 3 

The sponsors of Pacific Nikkel have been in touch with IFC and 
the Bank several times during the past year, and we have a fair knowledge 
of their proposal. One important question in our minds has been whether 
the deal would offer sufficient benefits to Indonesia to warrant GOI, or 
us, considering it without substantial modification. 

at taclunen t: 

BGSandberg/RJGoodman:grk 
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Biographical Summary: Mohanrrned Sadli, Hinister of Mines 

Born June 10, 1922, West Java. 

Degree in Engineering at the Gajah Mada University. 

M. Sc. (Engineering Economics), M .I _.T. 

Doctorate in Economics, University of Indonesia. 

Postgraduate work in Strategic Studies at the Center of 
International Affairs, Harvard University. 

Professor at the Faculty of Economics, University of Indonesia, 
Jakarta. 

D8puty Rector of the ~nivs~:~ty of Indonesia. 

Member of the Economic Advisory Team to the President. 

Chairman of the Technical Committee on Investment. · 

Minister of Manpower in 1972. 

Minister of ~lines since March 29, 1973. 
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MEMORANDUM FOR THE RECORD 

Visit of General Sutowo, head of Pertamina, Indonesia, July 24, 1973 

Present: Messrs. McNamara, Knapp, Sutowo, Indonesian Ambassador Thajeb, and Colonel 
Benson, Washington representative of Pertamina 

The General mentioned the EximBank loan recently obtained for an oil storage 
installation and future projects in natural gas. He said that the current revenue in 
1974 will be $2 billion from oil. 

Mr. McNamara .said that he was unhappy that Indonesia had violated the agree
ment regarding borrowing limits during the past year. This is serious since a repe
tition would probably lead to a drying-up of concessional aid, and the World Bank which 
had spearheaded the massive support provided for Indonesia is not able to certify a 
government which does not live up to its agreements. He also stressed the importance 
of management for a rapidly expanding organization such as Pertamina. He asked whether 
the General felt that the financial controls were adequate in Pertamina. The General 
replied to the affirmative and commented that most of the expansion takes place under 
the management of foreign companies anyway. 

Mr. McNamara asked about the outlook for oil prices and the General replied 
that he estimated that the price five years hence would level off at about $5.00 per 
barrel f.o.b. country of origin, as compared to a present price of $3.80. In terms of 
natural gas Indonesia knows what it has but not yet what it can sell. The Japanese 
are currently considering buying 600,000 cubic feet per day and has started negoti
ating with a request for 1.5 million cubic feet per day. 

Mr. McNamara asked about other projects of Pertamina's and the General said 
that there is a steel complex being constructed with the aid of the Soviet Union. 
Natural gas will be used in a direct reduction process. 

In response to Mr. McNamara's question, the General said that Pertamina 
currently has 40,000 Indonesian employees and only a few foreigners, mostly in a con
sulting capacity. 

Mr. McNamara asked which of the foreign oil companies the General felt were 
easiest to deal with and the General said that all comanies were working effectively 
but that Caltex was way ahead in terms of production since it had been in Indonesia 
the longest. 

Mr. McNamara asked about the rice situation. The General conceded that im
ports are large and prices are high. This year's rainy season crop seems to be 
adequate but the dry season crop is still uncertain. The Ambassador added that prices 
are high, stocks are low and imports will have to continue at a high level. Current 
imports are estimated at 800,000 tons for 1973 and the next year will require some 
500,000 to 600,000 tons. The Government is considering a rice estates project outside 
Java where land is still available. The project will be highly mechanized and there
fore require skilled manpower and not cause a massive migration of population. The 
Government is considering joint ventures with foreign companies in this regard. Mr. 
McNamara said that poor crops this year could result in a very serious situation in 
view of the shortage in previous years and the low stocks. At least price specula
tion would be very predominant. 

AL 
July 25, 1973 

Pres.ident has seen 



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
• ASSOC IATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Mr. a DATE: July 24, 1973 

' FROM: 

SUBJECT: 

I f t -

Indonesia 

- Your meeting with General Ibnu Sutowo 

1. I am glad that General Ibnu Sutowo will have a chance to meet 
with you. As you know he is one of the most important and influential 
personalities in Indonesia, with operational powers, interests and 
connections that rival - even overshadow - those of the top officials 
responsible for economic policies and programs, who nominally control 
his activities. You are also well aware of the basic issues raised by 
the magnitude and nature of external borrowings by Pertamina (which is 
synonymous with General Ibnu) last year,and the evident inadequacy of 
Government knowledge and supervision of these transactions. 

2. I have just seen Mr. Street's memorandum of July 23. I have 
no disagreement with it but ould like to make a few supplementary points. 

3. General Ibnu's strength in the Indonesian picture derives from 
several factors: 

(a) The preponderant importance of oil in the Indonesian economy 
and Pertamina's role as sole agent of the Government in 
oil related negotiations and operations. 

(b) Pertamina's vast (by Indonesian standards) current and prospective 
cash flow and its independence of Government budgetary procedures 
and constraints, which give it unique freedom and flexibility 
in financial transactions. 

(c) Ibnu's personal imagination and drive, his record of achievement 
in encouraging Indonesian oil development and the prestige 
reflected from his relations with the international oil tycoons. 
He symbolises success and prestige for Indonesia in relation to 
other (especially industrial) countries, for which the country's 
psychic need is great • 

(d) Past and anticipated favors from him (or Pertamina) to the 
President, the Army, various provincial and local authorities and 
religious or charitable bodies. 

4. Pertamina's gross transgression of the borrowing limit agreed 
by Government with the IMF last year evidently caused shock and serious 
concern to the President. Measures designed to enforce effective Government 
control on Pertamina were adopted, apparently in good fai. th. Their 
practical effectiveness, however, is open to question in view of the lack 
of proper financial accounts and of Government staff qualified to analyze 
such accounts as do exist. The technocrats who make up Pertamina' s 
Supervisory Board apparently are given access to all the information they 
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request, but they have neither time nor staff to define their requirements 
or properly analyze the data provided. At the same time they are hesitant 
to solicit foreign technical assistance in the review of Pertamina's operations 
- given the sensitivity of the national oil sector, and their own 
vulnerability, to allegations of foreign interference. 

5. General Ibnu's attitude towards investment is 
shoestring opera o c - e was , mor gag~g s u ure prospec s to he 
~It to iihahce etWry potential profitable opportunity that presents itself. 
The rapid expansion of Indonesian oil production (and especially of revenues, 
due to dramatic price increases) have enabled him to avoid serious trouble 
so far. But the scale of his presently planned investments - including, 
an addition to those mentioned in Mr. Street's memorandum, a major basic 
steel development project - could entail greater problems. Many, perhaps 
most, of the pending projects probably have merit,but none appear so far 
to have been subjected to ~ solid independent evaluation - nor is the 
Government at present capable of evaluating them satisfactorily. Certainly 
their contribution to the Indonesian economy as a whole,in relation to 
other non-Pertamina investment proposals, has been considered hard~ at all. 

1. 

(a) 

(b) 

(c) 

You may feel it opportune 

to express gratification at the success and dynamism of Indonesia's 
oil development under General Ibnu's leadership; 

to stress the need for highly sophisticated accounting, financial 
analysis and controls, both in Pertamina's overseeing of its foreign 
partners and in its own operations, now that it is emerging into 
the big leagues; and 

to sympathize with Ibnu's aspirations for rapid growth, provided 
that his investments (and the borrowings on which they are based) are 
carefully analyzed in relation to other Indonesian national needs 
and resources. 

DLGordon:emc 



INTE;RNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: :fJir. Robert S. ~icNamara DATE: July 23, 1973 

FROM: 

SUBJECT: 

Gordon M. st~~Asia & Pacific Department 

INDONESIA - Your Meeting with General Ibnu Sutowo 

1. ~ve have prepared this memorandum on the oil sector and 
Pertamina for your meeting with General Sutowo on July 24. I attach 
a recent Fortune magazine article containing information on the 
company, biographical data on General Sutowo and memoranda prepared 
last week on Pertamina 1s proposed investments in an oil depot in South 
Sumatra and a refinery in Central Java. 

The Oil Sec tor 

2. In 1972 the petroleum sector continued to be the leading 
economic sector in terms of export earnings, tax revenues and investment. 
Expenditure on oil exploration and development are increasing rapidly, 
indicating that the oil sector will be even more significant during the 
coming years: 

Economic Position of Petroleum Sector 
(Value in $ million) 

Estimated 

1. Gross exports, fob 
Petroleum 
All Other 

2 . Total Tax receipts 
Petroleum 
All Other 

3. Petroleum explorat
ion/development 
expenditures by 
(a) Foreign 

Contractors 
(b) Pertamina 

§:/ Data supplied by GOI 

1971/72 
Value Percent 

1,~4~ 
762 

1 z039 
347 
692 

233 
NA 

(100) 
(45) 
(55) 

(33) 
(67) 

1972/73 
Value Percent 

1.z835 (100) 
971 (53) 
864 (47) 

1,g~~ (42) 
801 (58) 

271 
363 £/ 

£1 Based on foreign borrowing during the year . 

1973/74 a/ 
Value Percent 

2,276 
1 ,4o8 

868 

1.z617 
770 
847 

737 

455 
282 E.! 

(100) 
(62) 
(38) 

(48) 
(52) 

£( Data supplied by Pertamina during April IMF Stand-by negotiations. 



. . 

Mr.. Robert S. McNamara 2 July 23, 1973 

3. In 1972 Indonesia's crude oil production increased by 22 percent 
over 1971 to a record 395.6 million barrels, equivalent to almost 
1.1 million barrels/day (b/d). Accounting for about two percent of total 
world crude oil production and reserves, Indonesia has maintained its 
position as the tenth largest oil-producing country in the non-Communist 
world. Indonesia's gross exports of crude oil and refined products during 
the year exceeded 347 million barrels, a 26 percent increase in quantity 
over 1971. In value these exports grew by almost 65 percent to just under 
one billion dollars, accounting for over half of the country's gross 
foreign exchange earnings. Seventy percent of these exports went to Japan 
and about 16 percent to the United States. 

4. Recent significant events were: (i) high and rapidly rising 
rate of exploration and development activity with 1972 expenditures of 
$634 million expected to rise to $737 million in 1973; (ii) numerous 
discoveries of new fields both on - and offshore expected to raise average 
daily production to about 1.4 million b/d in 1973; (iii) a price increase 
from $2.96 per barrel f.o.b. to $3.73 f.o.b. effective April 1, 1973 for 
virtually all Indonesian crude; (iv) signing in March 1973 of a loan 
agreement between the Gover11ment of Japan and Indonesia equivalent to 
$234 million involving the long-term supply of crude oil; and (v) expansion 
of Pertamina's activities in services, tourism and community development, 
including joint ventures. 

5. Pertamina, the state run oil company having sole responsibility 
for oil operations in Indonesia, last year had gross revenues of about 
$600 million and total fixed assets valued at over $2.0 billion, excluding 
those of subsidiaries. It engages in all aspects of petroleum activities 
including exploration, production, refining, distribution and marketing. 
It has signed production sharing contracts with over 30 foreign companies 
covering their activities in Indonesia. In addition, it operates a laxge 
fleet of tugs, barges and tankers with a total tonnage of $1 .4 million DWI'. 
Through subsidiaries and other joint ventures it also engages in numerous 
activities in support of its operations such as telecommunication, transport, 
construction and tourism. 

Pertamina 1 s 1972 Foreign Borrowing 

6. Details of Pertamina's investments in the past several years 
have been closely guarded, and the Bank's know·ledge of these investment 
plans especially for 1971 and 1972 are based on evidence of foreign 
borrowings supplied by GOI and other foreign credit sources. Pertamina's 
foreign borro1ri.ng in 1972 amounted to 63 million, of which all but .... 
$22 million was disburse ~ng he period. These borrowing§, whjch were 
largely unreported to the GOI, led to total foreign borro1vings which 
exce e cei · · on short-and medium-term borrowing under the 
e~s stand-by agreement with the TMF 

7. Both Mr. Goodman and representatives of the IMF met with 
high-ranking officials of the Government in April 197 3 and expressed grave 
concern about this situation. Agreement was reached between GOI and the 
INF on a ceiling for 1973-74 on short and medium term (1 - 15 years) 



Mi-. Robert S. McNamara 3 July 23, 1973 

borrowing of $220 million, of which not more than $30 million could 
have maturities of less than three years . GOI also agreed with the Bank 
on a program, announced at the IGGI meeting in May, for controlling 
Pertamina's financial activities. The main points of this program are: 

(a) strengthening of the Divisions in the Ministry 
of Finance and Central Bank in charge of 
monitoring foreign borrowings; 

(b) establishment of a separate office in the 
Vdnistry of Finance with the sole responsibility 
related to the financial operations of Pertamina; 
and 

(c) frequent (at least monthly) meetings of the Board 
of Supervisors, charged with overseeing Pertamina's 
financial operations and policies. This Board 
established in October 1972 consists of the l{inister 
of }lining (Chairman), the Minister of Finance and 
Chairman of BAPPENAS. 

Pertamina's Recent Activities 

8 . We understand from the Resident Staff that the Government has 
had some success in recent .months in exercising control over Pertamina. 
The Board of Supervisors is meeting frequently . Pertamina has for the 
first time supplied its annual budget for FY73/74 and its financial 
statements for auditing by GOI as required by law of all state enterprises . 
IMF representatives in Jakarta, who monitor performance under the stand-by 
agreement, report that to-date Government borrowings (including Pertamina) 
are well below the agreed ceilings . More precise figures are being 
prepared and the Bank's economic mission will revie1v this question in 
detail in Jakarta in August . 

9. Pertamina's investment program for 1973/74, discussed with the 
IMF in March 1973,amounted to $282 million on a disbursement basis . Recent 
reports from .AID, US Eximbank and the Indonesian 'Einbassy indicate that 
Pertamina' s investment actually may be higher . Investments in advance 
stages of consideration are: 

(a) Cilacap Refinery ($167 million) (see attached 
memorandum to Mr . Knapp of July 20, 1973) . 

(b) Semangka Oil Depot ($234 million) (see 
attached memorandum to ¥.II'. Knapp of July 17, 197 3). 
The Resident Staff has reported that contracts not 
finalized but foreign borrowing in this project is 
unlikely to exceed $40 million. 
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(c) Batam Island Development ($372 million) -
master plan development for 100,000 -
300,000 b/d oil refinery, metal fabricating 
plants, tourist facilities, agriculture and 
supporting infrastructure. Pertamina, Pacific 
Bechtel and Nissho Iwai have entered into a 
joint venture for this development. 

(d) Fertilizer - Construction of a urea/fertilizer 
plant to · be built in West Java, for which an IDA 
Credit is planned for in the FY75 lending program. 

(e) LNG (possibly $1 • 1 billion). Pertamina is 
reported to be seriously considering constructing 
two major LNG producing facilities including 
tankers. These would be located near already 
producing fields in North Sumatra and in East 
Kalimantan. The US Eximbank has been approached 
and sho1m interest in financing about a third of 
the proposed investment. 

1 o. vJhile this program is very large, it is encouraging that Pertamina 
has in recent months been able to obtain large amounts of foreign financing 
on reasonably favorable terms. The Japanese oil loan of $234 million, 
partially untied, is repayable over 25 years including 7 years of grace 
and has an interest rate of 3 percent per annum. For the Cilacap refinery, 
Pertamina was able to obtain $108 million from the US Eximbank and US 
commercial banks on terms exceeding 15 years. Moreover, much of the 
program may be financed by direct foreign investment. However, Pertamina 1 s 
very large investment program does give cause for concern, particularly 
if Pertamina should resort to short-term financing. Aside from the problem 
of financing, there is a continuing need to ensure that Pertamina 
investments are serving national economic priorities. 

11. V.Jhile the Government 1 s statement at the May 1973 IGGI meeting and 
the recent efforts to assert Government's control over Pertamina are 
encouraging, Mr. Sutowo is a very po1verful political force who has in the 
past strongly resisted any form of Government control. Pertamina's activities, 
and particularly its foreign borrowing, have been a matter of concern not only 
to the Bank Group, but to the IGGI which has pledged over US$720 million of 
non-food assistance to Indonesia on concessional terms for FY74, on the 
assumption that the Government will maintain sound economic policies and 
careful management of foreign borro1dng. 

Attachments: 

RGDavid/MGould/GMStreet:gss 



Biographical Data of General Ibnu Sutowo 

Born: 

Married: 

Education: 

Professional 
Career: 

September 23, 1914 in Central Java 

September 1 940 Zaleha Ahmad 

7 children - 5 daughters and 2 sons 

Graduated from medical school in Surabaya, 1940. Appointed 

Government Medical Doctor. 

September 1945 active in the Independence War against 

the Dutch. 

Appointed Head of the Public Hospital in Palembang 

February 1946 - Appointed as Head of Army Health Services 

for South Sumatra territory with rank of Major. 

February 1948 - Appointed Chief of South Sumatra Military 

Sub-Command. 

June 1951 - Acting Commander of the South Sumatra Command 

with rank of Lt. Colonel. 

1956 - Promoted to Colonel at the Army Headquarters in 

Jakarta. 

1957 - Deputy to_ Army Chief of Staff in Jakarta. 

Appointed President-Director of Pe~na 

1964-1966 - President Director PN Permina 

Concurrently - Minister attached to Presidium of the Duirkora 

Cabinet; Minister of Oil and Natural Gas in the Development 

Compartment. 

1966- 1967 - Acting Minister of Mining and of Oil and 

Natural Gas Affairs. 

1967 - 1968 - Appointed Director General of Oil and 

Natural Gas and concurrently Adviser to the President in 

INBANG Affairs and at the same time the President-Director 

of Permina (later became Pertamina). 

President has seen 
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1965 - Todate - Governor of OPEC 

Decorations: 1 • Order of Merit Medal 

2. Army Medal 

3. Navy Medal 

4. Air Force Medal 

5. Police Medal 

6. Development Medal of Merit 
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I ~ TERNATI ONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: Februo.r 26 , 1974 

FROM : 

SUBJECT: 

David ,., 11'1.~,...-on , Director , Resident St&ff in Indonesia 

lir . I:cl:L~mara ri th Indonesian I•1inist rs and Cfficials 

1~ ~our meetin~s were scheduled at inte~vals fr m 8 am until 
3 pm on February 18, 1974, as follows: 

08 .. 00 - 09 . 15 

09 . 30 - 11.00 

11.15 - 2 . 45 

13 . 00 - 15 . 00 

1Iinist·~r of rianpm;er, Transmigration & Cooperatives -
.rofessor Soebroto 

Hinistcr of Tre.de .... Drs . :'ladius Prawiro 
Head of Logistics Agency (B LOG ) - General Arifin 

T:ini~ter of State for People ' s ilelfare -
Professor SoenavTar Sukouati 

Dinist r of Health - Dr . G. • Sb·~bessy 
liris t er of Social ffairs - rr . H~~oS o Vintaredja 
l:inister o: "Rducation e,._ Gul ture - Gene,..rl Sjarij ':'haye * 
riinis t er of Relibious Affairs - Profess or H. A. Nukti Ali 
Chairman of National Family Plannint.: Coordinating Board -

Dr . Soewardjono 

I:inister of State for r.:!conomic , Financial &nd Industrial 
Affairs (Chairman, Bappenas ) - ~rof . fijoyo Nitina~tro * 

1· inister of .linance - Professor Ali t,ardhana 
. .. inister of Lininc - Professor ~.ohammed adl i 
Governor of Bank Indonrsia - Drs . aclmat Saleh 

(Lunch) 
Einif't-r o: Agriculture - Profee!"'()r T:bojib HadiHidjo.ja 
1 inister of Industry - General : . Jusuf * 
I-1inister of Public ·.,orks & lectrici ty - Ir . Sutar.d * 
IJ!inistcr of Comraunic& tions .... Dr . '1mil Salim 

(* indic·tes the Ilinister was absent , in most cases called to the ational 
.t ... ssembly, and ,,,as represented y a subordinate . ) 

Hr . I'fcJ.'amara -as accompanied in all the meetinc.R by T· .. ~ ssrs . 'Jlaxk , Ljung:1 
and Gordon . 

2 o Hr . IlcHamara asked about the rice situation , proE:;:Kcts for the 
current crop year and expectationb for the Second Plan period . Professor 
oebroto sa~d the current crop looks promising, with ample water and 

increacoin use of high-yielding seeds and fertili~er ( rccomnH~nded rate 200 kg 
urea pPr hectare) . Hotvever, supply difficulti s are foreseen fur f rtiliz rs. 
~stlmated rice production in tl .. e 1973- 74 crop year is 15 . 4 - 15 . 6 million tons. 
The fecJnd Plan cal ls for au increase of 3. 3 million hectares in the ar as of 
intensi ....... ication for rice and secondary crops . 

.. / 2 
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3 . General rifin said total rice consum}tion in Indonesia is 
curreLtly 15-16 million tons, of which 2. 2 million are distributed by 
Bulog (the food supply organization) to t1e Armed Forces, GoverP...ment 
officials and staff of State En~erpriseso He estimated t~e import 
requirement for 1974-75 at 1 . 2 million tons - - proposed to be purchased 
approximately 250 , 000 tons from Th2iland , 200,0 0 from Buroa, 200,000 
from nakistan and 550,000 rom the u.s. and mainland China (Indonesia 
obtained 600,000 tons from China via Hong Kong in 973-74) . 450,000 tons 
already ~;urchased from Uort 1 I~orea, Pakistan and :3urma Fi 1 e arriving 

after Hare_ 31, 1974 . The rice stock in Government hands at present is 
470,000 tons and Bulog ' s tar et is to maintain a carry-over of 500,00 
tons . Stora~ e capacity i the main constraint. G ·neral Arifin anticipated 
that t~e world food su ply might )e ~orse this year than last; he noted 
that Ta.b·lan vlas no-r,r a net importer for the first time . 'l,he high level of 
CUl"rent prices uas indicative; S:h.ai rice early in 1973 \'las $130 per ton .. IF, 
in ovember 1973 it uas ·~335, and noF is be inc offe!"ed at '3515 approximately " 
UoS . lone ~rain rice uas quoted at $)80 per ton CI1 . ., in the first alf of 
1973, ~560-580 in the second half, an nearly $900 currently. Inferior 
Pakistan rice ( 5016 broken) ua.s nou 1440. Tbus the increase over tlle average 
Price a~sumed for tl:e Second Plan t'~350 per ton) vias about ?150-?00. 

4 . Drs . Radius Pra:.,riro estimated Indonesia ' s fertilizer rcauire11ents 
at ~bout l oS million tons pAr year , and domestic production only 00,000 tons. 
The import cost Has no-v1 :3270-305 pf'r ton ... IF for urea, •vi th su~plies very 
limited, as a~ainst about $130 last year and >70-80 in 1972. apan is the 
major sunplier, ,roviding about 300,000 tons . 

5 . Asked about the cost of storing rice, General Arifin raid &lmost 
all the Government ' s grain stock 1·ras stored in rented s ace at Rp . 4. 5 per 
ton per dey; t e rent wac. now being increased, ho~revPr, to Rp . 9-13 . ·Iost 
of the rented pren1ises v.rere old and uncoatisfactor • A p . 29 illion program 
for construction of ne-vr f!torage vHls proposed for the ;'econd Plan . Undoubtedly, 
the net cost of stara~e in new preni~es would be hi0 hGr . Gr~in losses were 
calculated at a out 3~;, of -:~rhi ch Z:~ in storage . Ir . r cNamara expressed the 
viet·T tl.at adequate stocks were essential for :Jo1i tical stability and protection 
a; -ai:nst contingencies and seemed \fell \Jorth the cost . 

6. General Arifin noted that Indonesia ' s oth r najor food import is 
sugar, about 260,000 tons pei year, and that the price has doub ed over the 
past yea.r . 

7 . Professor ~oeb~oto bri~fly outlined In onesia ' s 90pulution pro~ ems 
and ., alicy. He P!iid 76 million people (6q~ of the tot~ 1) are concentrated 
in Java . The Government ' s objecti .. ~,·er t.re to create emp oyment nt rages 
sufficient for an adec_uate family iving, to attract eettlers to the out .r 
isl<:.nds and orr;ani _ e planned tranpmi -:r~,.tion, and to Ptinu_ate invRstment that 
1iil1 create e1 "') o;ymert opportunities outside Rgricu t,1re . ':.' 1e j aximurn short-
run effort is eing are to provide job8 in Java throu6 ·l) rura evelopment 
pro rams: E'JPRPS f rants for worlr :::rogrB.ns at the provincial, ka up a -!;en and 
desa leve . s; special padat karya -"clp to defi_cit areas; subventions for 
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reforestation activity; awi efforts to develon small industriE:~ . 

8 . Professor :oebro o ssid. that transwi~,ration of 1 . 8 m.:.l.lion 
peo~le :.:.cr ~ ce.r ·.ould 0e :cecec:,sary to _"ull offset popul:-tion ormrtl in 
J~ va . Hm·ever, he said, t "'..e Government sees the tr ...... nsmi~rat.: on rot;;;rmr 
primurily a3 means to evelopm~nt of t e ou~er iel~~ s, to n~tio~al 
.:.1 tegration r.:.:nd to strent_thening the nrttional defGnce; t .. e er:ph-sir-:1 i'l'B:S on 
the oute>r islands ' needs , \,i th mi ti._ation of populati n pressure in Java 
a1. im~Jortant but secow·~ar2r ::?UT:PO~e . !Ie L .:ce the d2.versi t:• of ct l +:t.res 
and le.ngue..n;es in Indone::12.a , i1enc ~he complex pro lerr:. of national intP
grution . He strnrsed t e need for transmicration to be E¥ssociated .ith 
upgr'",., i. .,. o:.' t e locc...l population .-. 1d Hi th proper ass ;S'"'ment of man_~o"ver 

need~ i~ ~~e outer islands . He suggested that making econonic end d~ca

tional oyport1Jli ties for the regions more attractive "iwuld ~1elp :ee::_) their 
inhabitants in place and reduce t~e influx to J.'3.karta; the 2G universities , 
most of t .. em in outlyine; regio! .. ~ , are <.ln im};>ortant factor to t ... 1is end . 

Social Affairs Group 

9 .. Professor Soe:r.mvu.r Soekauat' read a statement ( copy attached as 
Annex. ) ~oting that t:c Second Plan ould cive greotcr attention to measures 
fosterin~ social sec~:ity and ue:l-being , em loyment and equita le distrib tion 
of income - - improvement in the quality of life as well as rapid economic 
growt 1 ner .§£.• He cited Indonesia ' s tr~.di tions of r li ion e:nd cortmunalism , 
and strivine tm·rard harmon r between the indi vic.ual a 1d the _roup and bet1-1een 
the roup and t1e cosmos; individualism and materialism , he sa'd , are of 
less significance than in vTestern countries . 

10. Dr . Si,;~.tePSJ brief~ y outlined the Second Plan target8 for the 
Rea tl dPctor: 11 , 000 doctors for 120 m~.llion eople ; .00 , 00 paramedical 
st~if; 6 , 000 , 000 family plannin, acceptors; com 1 tion of tr~ first phase 
construction of maternal and ch.:.ld health centers and family planning clinics . 
Of t e health centers, 500 are to be built in 1974-75 . Thei~ coverage is tv 

C' widened throue;h !)revision of I!lobil units ( S)ecially e:uir\)ed Land :tovers o 

'Cfe emphasized the n ed to raise the q 1alifica tions of auxili .4r:y urses to 
full fledged family plannin~ nurses . I!r . .. ·:c .. Jam£-.ra ask_d ovT tl e improved 
medical care i.You:d a.:fect the ~9rtality rate . Dr . hrabessy said mortality 
ua'"' noH about 40 per thousand 11 Qnd '""hould fall to belm-1 20 . 

l o ~r.r . !:intaredja sa.id that development air1s must con:o:rm to the 
Pancasila _h "losophy 9nd demographic charctcteristics of the Indonesian 
people . Family ::>lannin · v1ould be effective only whe 1 the SP"' < e of need to 
_i~it famil r sizt.. bfcam com arable ;ith the urLe toward relie:,ion or education. 
Under- .mployment in Indonesia -vras partly invisi le s.:.nce -vrage earners took 
carE of extended family members . In h "s v.:.C!1.Y , ... 1donesia could not yet be 
callbd a develoning countr ; its rural areas \iere still ex-:remel back ·ro.rd . 

~1 The correct fi~ure is about 20 . 
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2 Profet:S)r rru,:::ti Ali rcfel·red to the Pearson, Jackson, and othAr 
re 01 ts on tt e succr sses and fa::.lurea of t'~-~E; U . _·J . Jevelopnent De'cade "ilhich 
stre~sed deficieLci~s in social progress and particip&tio~ o e suegestPd 
that rc_i~2.ous leeder~ could pla.., an importaL.t role in development since 
its motivation must deriv0. from t~1e cul tu:r:1l LJ1C religious life of t~.e 
Ddtion; if the motive for f~m!~ plannin_ is only economic and matFlial, 
it vvill not succeed . lie noted that th; religious sc ... ools, whic.~. comprise 
20'}~ of total school enrollment , are inter,ded not only to train reli 0 ious 
leaders; 7CF~ of tL-:: curriculum consists of gen11ral education, only 7 Cf,~ is 
relibious, and vocc:...tional su. ~ects, including coo:!)eration, are also taught . 
~here is &lso a six-ye r post-elementar~ co rse for teachers of religion 
and ~ene~ul cours-s in t~e ~chools . Ie asked that the religious school 
system be considered for possi'hle financing by the Bav.k .roup . IIr . r c"'~Tamara 
asked uhether the concept of fanily planning 1·1as consistent w-i tl1 the Indonesian 
culture-- i . e., whetb~r there was ~enerally a stronf desire to limit families . 
Fr. !Iukti rlli said the idea of family planning Fas univel"sally accepted and 
supported, but its aim should be to promote happiness &s wel as to limit 
r:umb:-rs . 

13. In the absence of the 1inioter , tte Director General of ~ducation 
summari:~ed major educational objectives and programs . He said only 65;~ of the 
primary sch99l age population was in school; and expenditures were only Rp. 40 
per pupil . 1J The Second Plan , however , envisaged a fivefold increase in the 
educational udget . The main stress of the Second Plan effort would be on 
primar education, assisted b~ the ID /CIDA creditso The text book component 
of the project was well in hand, with a Project Implementation Un~t established 
and staffed; similar PIUs were eing set up at provincial 1 vels to improvP 
distribution . F'ive consultants in planning , administration and training were 
called for, of which three had been appointed . Pre-qualification of printers 
had been complete , the remodelling of offices was in progress and an equi ment 
list uould be sent shortly to Uashington . Teacher training on a large scale 
t!Tould start in I:ay/June. The previous IDA technical education project aimed 
at upgradinb 80 out of 120 nisnamed "senior technica institutes" to serve 
more effectively both the modern and traditional sectors . Pro blerr.s had Jeen 
encountered in the administrative management of the project, but reorganization 
of staff was now substantially completed . ~ufficient Rupiah funds were now 
available . 

14. Dr . uuardjono rea a paper (.annex B) sumrnarJ.zJ.ng the origins, 
objectives and achievements of the ·rw"KBH. e said their target was to 
reduce I ndonesia ' s fertility rate 5~& by the year 20no. He outlined a three 
phase proJra.ill, e:1visaging probressive expansion of its guiJ.ance to those 
needing family plar:..ning services and intensified educational and promotional 
;v-ork to en 1ance avrareness of the popu ation problem and acceptance of the 
small family norm . He said the number of new acceptors had increased from 

1/ T 1e latest ID.L ap:)raisal report estim::ttes 77'fb of the relevant age 
broup in school. It is unclear uha.t the Rp . 40 fi0ure refers to; it 
is f[ir too lmv to be an annual, or even r:onthly, cost and too high to 
be daily . 
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the initial target of 125,000 in 1970-71 to 1 , 250 , 00 dnticipated in 
1973-74, for a cumu ative total of 2. 65 million; t~le.t t .. e ave:age contin
uation rate is 6~b for use of the pill nd 8(Jj~ for IUD for t 10 years; and 
th&t an estimated P')2,000 irtLs 1 Tere prevented over five years . He 
described the family lanning infor~ation, education and commun·cation 
activities: general informatio througt ma6 azines , leaflets , films, etc; 
community education by informing community leaders and leadership groups 
and t1roug_ exhibits, semin~rs, adaptation of traditional pup~et shows, etc ; 
and face-to-fc;;.ce communica.tion, es:pecially b fa.1ily planning field liorkers . 
(:'he ratio of field Horkers to the total populatio ~ i<:! 1 to 13 ,~ 5 in the 
prog~am concentrution areas, the target is 1 to lO,ono . He mentioned the 
services ~stablished -- 2, 215 fa il planning clinic , 300 medical mobile 
teams, 1 ,087 doctors and ~,400 paramedical personnel -- training programs 
underta ... ~en and chanees mode in he organi2ation stru ture of the prot;-ram . 
During the Second lan, he said , the BIQCB r uould aim at decentralizing 
decision ma..~ir6 , contractinL OJt various supporti1 functions, standardizing 
admini ... trative rrocedures, sti ulatin· i11novations and improvin ·efficiency .. 

... cceptor targets are 8 million for Java/Bali and 1 million for the outer 
provinces, resulting in 4 _.illion continued users i 1 Y 78 .. The proc;ran, 
hitherto limited to Java/3c.li , Fould be extended to other islands . 

15 .. 1'-1r . IiclTamara called attention to t 11E. population distribution shown 
in a BKKBN chart, .. 1 ,a~ily weitS, ted toward younLe~ a5e groups . He pointed out 
that the target of 50Jv reduction in f e r tility by 2000 -r .... uld suggest the 
prospect of the national population stabilizing at 500-700 million a c ntury 

en<.;e , '"'nd asked uheth r the targets "'tere sufficiently am i tious . e also 
questioned whether the resources and staff provided were enough to attain 
eveL these targ-ts . 

General olicy Group 

16 . r.r . IilcNama.ra asked what adjustments to the ... "n Hould be necessary 
rnd ikely as a resul t of the .:.ncreased revenues and higher import prices 
th t 1;ere anticipated , and hmv these revisions 1:ou d affect Indonesia ' s need 
for e~~ternal resources . Professor fc...rd.hana said uncertainti s as to the 
extent of price rises r nd the avai a ility of su plies of ferti .izer and 
constr'lction material , especial y tle former, made ?roj ctions difficult . 
Gov<:-r o~ Sel h said t~ Government ' s present tentative thinking was to 10ld 
the lie on t ~e aid reques~ for 1974- 75 ~ut forrard in December , · n view of 
these m .. certaintieo, and the fact that a num er of IG .I members had s.lready 
in ica~ed pledges . 

17 . J.Ir . Pc:T-l!w.ra entioned t 1e adverse reactions he had received from 
sor.ae ~xecuti.ve Dir ctors vr,en he ~resented a recAnt oan to Iran . T ... recognized 
Indones··a •s situat:..e>n 1Jas diff-rent, iven its mo:r limited oil re erves, lar e 
pO)lll< tion and low income per head . everthe_ess, as .... umi' t :e co·1tinua tion 

::.. .. :,:'ese11t oi prices 1 Le :oresa~ a substantial accumu rt.:.v~ of foreicn ezchange 
re.:>8l'Ve~ . . 1 t e short run . ;;-OV"erno:r Saleh suc:gested v_ .. at the incr e- sed cost 
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of projects and other import requirements might largely offset the rise 
in oil revenues, but he acknO'\'Tledged that there vrould probably be some increase 
in reserves. After a brief discussion, he and .fardhana opined that it might 
amount to ~1 billion for 1974. 

18. 1'· r . r-IcHamara asked hO\v much the development program 1vould be 
expanded in the lirht of these additional resources. Gov . Saleh said that 
price increases would substantially raise the total in nominal term~; how 
much real expansion is possible would depend on implementation capacity . 
Prof . Sadli noted that the present draft Plan was based on an oil price 
estimated to start at '8 and rise to 10 per barrel, and production volume 
of 1.4 million barrels rising to 1.7 million barrels per day, during the 
five-year period. He suggested that it might be best to keep the Plan as it 
is, reserving the incremental oil revenues again t contingencies and as a 
"piggy bank". He feared that an explicit surplus might open a Pandora ' s box 
of demands from the National ssenbly ; so far the latter had not questioned 
the "balanced" budget indications based on lm.;er oil prices . 

19. I·~r . HcNarnara said it 'tfas essential, in his view, as a condition 
for Indonesia ' s obtaining continued IGGI assistance, that the Gul recalculate 
and justify its needs for external capital in the light of the changed circum
stances; and that this be done promptly and in persuasive terms . Perhaps the 
amounts if assistance provided on concessional tc~rms would d~cline, but the 
absolute total might well increase in view of Indonesia ' s stronger economic 
position. Gov . ~aleh made the point that in addition to bigger import and 
investment requirements, Indonesia would need a higher level of foreign 
exchange reserves than before; lir. HcNarnara agreed, but thought reserves equal 
to six months imports, roughtly the current level, are ample compared to other 
developing countries . 

20. Prof . Uardhana asked v1hether Bank Group financing for Indonesia would 
necessarily be on harder te::_""ms than in the past. Mr . l-1:cNarnnra responded 
affinnatively. He said that the limited amount of ID funds results in t e 
anomaly that Bank Gro1tp assistance to the poorest IDA countries averages only 

1 or less per capita, whereas to Bank-eligible countries (such as Braz'l) it 
can be ~4 or 5 per capita . He pointed out that Bank loans have an appreciable 
concessional element because of their low interest rate and long amorti~ation 
as compared to alternative sources of finance . Previously, he said, Indonesia 
was not consi ered creditworthy for Bank lending; now prima facie it is . The 
question is how much. He said the Bank has not yet set any limit or t~rget 
for lending to Indonesia, but it will have to do so soon in order to decide 
how· large a complement of staff to assign to the Indonesia program. He said 
he estimated that after revision (and likely expansion) of the dev lopment 
program in the light of oil revenues, Indonesia will still need large amounts 
of external capital in the medium term in order to develop the eoonomy at the 
optimum rate; and he thought the Bank would be an advantageous source for such 
capital since its lending rate, assuming inflation at 1~& or more per year (the 
GOI representatives had suggested it might be as high as 2~6), really 
constitutes a negative interest rate. 
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21. Gov . Saleh asked whether a blend of Bankmd IDA funds , in whatever 
proportions is decided, would be applied to each individual project . 
Hr . !-1cNamara said it is not Bank policy, and would serve little purT'OF1e, to 
mix Bank and IDA funding in the same project; rather a mix of projects , some 
financed from the Bank and some from IDA, would achieve the appropriate blend 
proportions overall . Prof . 1'lardhana asked 1t.Thether it would be sound policy 
to finance such projects as trHnsmigration (as distinct from industries) from 
Bank funds rather than from IDA. Hr . ·icNamara responded that the decision 
as to whether financing is provided from Bank or IDA is made on the basis of the 
country economic situation and not on project grounds . He noted that in a 
number of countries education and populati on projects are financed through 
Bank loans . 

22 . Gov . Saleh said it would be unfortunate if Indonesia were shifted 
abruptly to Bank loans only; this might influence other members of the IGGI 
similarly to harden the terms of their financing . Prof. Sadli said such a 
result \lould be especially unfortunate since Indonesia ' s single great current 
source of earnings cannot be relied on indefinitely. Hr . !•1cNamara said he 
uas sure the IGGI members themselves uere reviewing the situation and would 
undoubtedly be influenced by the rise in Indonesia ' s revenues , not mainly by 
what the Bank might do . But he again urged the Government to put Indonesia ' s 
needs in long-term perspective and to make tangible the requirements and 
objects of investment . 

23 . Prof . ~iardhana asked l·rhether the main criterion for IDA eligibility 
is a country ' s stage of development or its ability to repay . He said that the 
latter could not be assessed only on the basis of present reserves-and balance 
of payments . 1·1r. I1cNamara replied t hat as among countries belolv the per capita 
poverty line the only criterion for IDA is lack of ability to repay . The Bank 
makes the best estimate possible of long- term foreign exchange earring prospects; 
and for Indonesia the prospects of its being able to use foreign investment 
productively, to maintain its economic grm1th and to renay its debts now seem 
good . He said he was prepared to commit additional Bank staff to assist 
Indonesia in making the best possible use of resources , both its own and those 
from abroad . For the short run , \llhen there was likely to be a surplus of 
revenues , he suggested the possibility of investment in TJorld nank bonds , and 
mentioned the forthcoming issue designed for Central Banks; he made it clear, 
houever , that there 't-Tas no link between possible bond purchases and Bank lending 
to Indonesia . 

Infrastructure and Production Yinistries Group 

24 . ':!.' e Ninister of igriculture , Professor Thoyib , said that the r1inistries 
there represented are the beneficiaries of most of IDA ' s lending and l ook forward 
to continued assistance in the execution of their prof~rams during the Second 
Plan. He apologised for the absence of the other .. ~inisters , nho were called to 
the National Assembly for consultations on the Plan , but were represented by 
senior officials . 
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25 . The Director General of water Resources (~tt. Sujono Sosrodarsono) 
explained that his agency is responsible for irrigation and flood protection 
works serving agriculture, river basin studies for integrated Planning, and 
development of watnr su)ply systems 9 He said top priority was given to 
rehabilitation of the irrigation system over the first two Plan periods, for 
't·Thich IDA is providing extensive assistance; development of new irrigation works 
in the outer islands to support transmigration will have increasing importance 
in future . 

26 . The Director General of Highways (Ir . Poernomisidi) said his Depart-
ment gives primary attention to progressive improvement of the existing road 
network through comprehensive rehabilitation and upgrading, ,.,i th only limited 
new construction. lhe existing network, he said, is extensive but of unsatis
factory standard; he classed 23'( of the road mileage as good, 37% fair and 
41~ poor . ~he Second Plan ains at reducing the last category to only 9%. 
Foreign exchange financing is required primarily in new road construction 
and major betterment works, but the lesser roads also should not be neglected. 
He mentioned that a substantial increase in the vehicle carrying capacity of 
roads , es:pecially in urban areas, is required; such projects have high invest
ment requirements and returns, and the possibility of financing t1em through 
special taxes or tolls is m1der consideration. 

27. The Director General for Housing, Planning and Urban Development 
(Ir. RachmElt 'liridasuria) emphasi:t;ed the importance of the urban development 
project l:hich IDA is considering . One component , the Kampong Improvement 
Program in Jakarta, has been under way for nearly five years; it could be 
substantially accelerated ~ith Central Government assistance and serve as a 
model for other urban centers. For the income group just above the Kanpong 
Improvement beneficiaries, a sites and services program is proposed, for 'tfhich 
the IDA project would be a prototype . The IDA project would finance only 
minimum core houses . A mortgage finance company is needed to assist higher 
level housing develo Qent . He said it is intended to subsidize the lowest 
level accomodations 't'li th resources obtained through taxing the higher cost 
housing, which has previously enjoyed an effective subsidy through provision 
of services at less than real cost. He said assistance is being provided to 
the )rincipal municipalities in formulating urban master plans, which will be 
integrated with regional and national plans . 1 0r water supply, the Second Plan 
envisages joint financing by municipalities and the Central Government, pioneered 
by the Seven Cities Study uhich IDA financed (the physical investment is being 
financed in parallel by S'\vi tzerland and ID .. ) • Responding to T·Tr . !·:cUamara ' s 
question , he said that porulation grmv- th in Jakarta had peaked at 7~~ per year 
and was currently about 5~&; he confirmed that large numbers of squatters are 
a serious problen. 

28. The President Director of the Fational Power Company - PLN ( 11rr . Abdul 
Kadir) said the Second Plan calls for doubling of generating capacity from 1 , 000 
to 2,000 megawatts, and disbursement of P600 million; a substAntial fraction 
of t· is is being financed by ID • He said he will be seeking ID approval in 
mid-1974 for a t ird 100 I-1'1 thermal plant in Jakarta, costing about 35 million , 
plus the overrun on the first two IDA-financed units . 
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29. The Communications ?~1inister (Dr. Emil Salim) defined the task 
of the transportation system as to support an economic growth rate of 7 . ~~ 
ov rall, 1-rhich calls for expansion at 10-12i& per year in the transport 
sector . The main requirements, he said, are to improve sea communications, 
roads and (in Java) railTays, and air links among the widely scattered 
islands; t~is \'Till help economic integration and assist the growth of 
economically weaker regions, particularly Eastern Indonesia . He said tele
communications links are being improved for Java/Bali, then Sumatra, then 
from Bali to the eastern islands; tourism is being promoted especially in 
Bali , the site of a pilot project for major expansion of tourist facilities 
while minimizing the impact on local culture . The Minister noted that these 
projects have a high foreign exchange component, but many aid-givers are 
shifting their emphasis from infrastructure to social sector projects; thus, 
although the conmunications sector is expanding more rapidly than the economy 
as a whole, the gap between need and availabilities is still widening . 

30 . Dr . Salim stressed the seriousness of tne urban transportation problem, 
especially in Jakarta . He noted that the Government had previously depended on 
private enterprise for urban transport services but no't considers ublic subsidies 
are necessary not only to make better service available, but also to guide 
development of the urban area on rational lines and establish proper links 

etween places of residence and employment . He said the use of private cars , 
the numbers of lvhich have been expanding by 22/b per year in Jakarta , must be 
restricted; to re~lace them 1500 more buses are needed (a 10~& increase), but 
USAID financin~, on which the GOI has previously relied, is restricted to 
privately- owned buses . 

31. The Director General of Chemical Industries (Iir . Agus Sujono) said the 
Second Plan for industry would pursue the same objectives as the First -
employment, a balanced industrial structure and balanced regional development . 
'I'he emphasis w·ill be on small industries as cr ators of employment, on develop
nent in regions outside Jakarta, and on better integration of large and smaller 
industries, lii th a greater use of domestic resources by the larger ones . He said ., 1 
the only industrial project financed by ID~ so far is the PUSRI fertili~er plant,~ 

and suggested further projects as follows: 

( a ) the \est Java fertili~er plant, for which the feasibility study is 
now nearing completion; 

(b) a :pulp and paper industry based on long fiber pine in North Sumatra 
or Central Java; 

(c) nevl industrial estates to promote regional development in I:.edan , 
Surabaya, Cilicap and r. akassar; 

(d) assistance to small industries -- not only technical assistance 
but also credits ; 

1/ In fact , there are also the Jakarta Industrial Estate and the tuo 
DFC projects . 
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(e) development of the salt industry, to improve product quality 
and lot.Yer the cost of the ra\w material for other chemicals; 
and 

(f) 

32 . 
for IDA 

i. 

ii . 

iii . 

iv . 

v . 

vi . 

vii . 

vi ~ i . 

ix . 

x. 

xi . 

xii . 

xi i i . 

xiv . 

xv . 

xvi . 

xvii. 

machinery workshops, to serve rural industries and agriculture . 

The Agriculture !Iinister read a lengthy list of projects l roposed 
consideration , amounting to a total of 2 . 5 billion, as follows : 

Oil Palm Planting in new land close to Nuc eus ll,state 

Rehabilitati on of sugar factories and establishment 
of new sugar l'actory outside J&va 

Cotton development 

Nucleus estate/smallholder development 

Oil Palm nucleus estate , South Sulawesi 

Rehabilitation of lational nrivate Estates 

Skipjack fisheries project, Ambon 
1 isheries ~ducation and Training 

Brackish Tater F1isheries 

Fishermen ' s Credit 

Rehabilitation of main seed farm 

Seed Industry development 

Plant Protection 

Livestock Development 

.tural Coopero.tive Livestock Development 

Resettlement Prog~am 

Orchid Industry 

10 , 000 , 000 

36 , 000 , 000 

30 , 000 , 000 

48,000 , 000 

12,000,000 

72 , 000 , 000 

4 ,700 , 000 

4,700 , 000 

17 , 000 , 000 

36 , 000,000 

5,000 , 000 

12 , 500 , 000 

7 , 500 , 000 

6 , 300 , 000 

8 , 800 , 000 

2 , 180, 000 , 000 

P.M. 

2 , 496 , 500, 000 

33o Documenta tion presented by the several 1 iniQtries is attached 
(..mnexes C - N) . 
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MEMORANDUM FOR THE RECORD 

Indonesia: Meeting on Population, February 17, 1974 

Present: Messrs. McNamara, Gordon, Ranganathan and Clark 

Mr. Ranganathan summarized the Indonesian population program where the aim 
was to reduce age-specific fertility by 50%. There are 83 million people in Java and 
Bali, of which 14 million are women in fertile areas. The aim for the period 1970-
1979 was to achieve coverage of 8 million of the 14 million. Despite this the stable 
population would be in the order of 500 million people. At year 2000 the growth 
rate would likely be 1.25% or a doubling in 70 years. At present there were one 
midwife per 80,000 persons, while the objective would reduce this to one per 15,000. 
In actual practice only one per 45,000 would be achieved. Mr. Ranganathan cited 
success in India with a pilot project encompassing 600,000 where the birth rate had 
been brought down from 42 to 28 in four years. 

Mr. Ranganathan thought that prospects for success would be reasonable if 
the program achieved a better administrative organization, . mere field workers 
and more midwives. Continuation rates were high with 80% of . IUDs retained after 24 
months. There were 2500 registered clinics and each acceptor was registered on a 
card with excellent follow-up of program performance every three months. A survey 
had indicated that 70% of the population new the availability of family-planning ser
viceS.'. and were willing to use them. The President himself was interested and religi
ous groups were not opposed. Leadership on the top of the organization was good but 
management throughout was inadequate. 300 managers needed administrative training. 

Mr. Ranganathan suggested that a second credit of the Bank should include 
training in the fields of population and nutrition. In population it should be in 
administration and professional training to nurses and midwives. The Bank could help 
in planning the curriculum of these and Mr. Ranganathan suggested that BAPENAS 
be established as a center for population statistics and research. Mr. ' McNamara 
urged that the Bank mission flag deficiencies in the program to the Government in 
order that objectives may be restated at an early date. He emphasized that the pro
gram, although well conceived and probably one of the best in the world, was totally 
inadequate to deal with the problem of achieving an acceptable stable population level 
for Indonesia. He recommended that the Bank finance Pnything which it thinks is 
productive without limiting itself to physical facilities. 

Since Mr. Ranganathan would be returning to Washington within a few months, 
Mr. McNamara asked that population be considered as important as any other aspect of 
the mission's work, that Mr. Ranganathan work out an arrangement for the continuation 
of his work after his departure and that he would describe the characteristics required 
of his successor. 

In a meeting with the Ministers of Health, Education and Family Planning on 
February 18, Mr. McNamara heard a number of exposes of the various sectors. The 
discussion focused mainly on family planning where he again emphasized the high 
quality of the Indonesian program as well as its inadequacy to deal with the popula
tlnn problem since the stable population would be 500-700 million people even if the 
program is successful under its present objectives. 

cc: Dr. Kanagaratnam AL 
March 4, 1974 

r sident ·,as seen 



I b!TERNATI ONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
· ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: I1arch 1, 1974 

FROM: 

SUBJECT: 

~ . 

,·s with Hr . r.!cNamara on Population , 
~gricul ture and Eural \vorks 

1 . From 4 . 30 to 7 . 30 pm on February 18 , llr • . rc~ra,.;ara met in his 
hotel suite uith selected members of the Resident Staff and others 
coneerned, to discuss s.;rategy, problems and programs in the above 
fields . Hessrs . Clc..rk, L"ungh, Takahashi and Gordon were present 
throughout; others participated as indicated belovr • 

. 2. The population meeting was attended also by Dr . Suwardjono , 
Professor Hafid and Dr . Ranganathan . rir . HcNamara. •s initial questions 
and the responses highlighted the lack of adequate, reliabl e information 
on population trends and influence3 thereon . It was noted that Indonesia 
has only four professional demographers, three of whom are engaged in quite 
other activi ties . The Demographic Institute, in the University of Indonesia 
Faculty of Economics , headed by Professor Iskander, provides limited train
ing in denogra?hic data and program evaluation . !, r. Hcr;amara emphasized 
that a sound population program must have a broad base of demogra?hic , 
evaluation and statistical competence . It must be concerned 1vith all 
aspects and inte~-relationships of the problem, not just to promote accept
ance of contraceptive measures . He supported the idea of a Population 
Studies Center, but anticipated that considerable time would be needed to 
compile and analyze data and make valid comparisons with other countries . 
The suggestion was made and general ly agreed that assistance of a short
term. broad gauge advisor, such as }lriedman or Berelson , to review and help 
orient the overall program , would be ' useful . Professor Hafid mentioned 
the shorta~e of high level staff in BKKBN and suggested that qualified 
people could be detailed from other departments if the Government would 
give sufficient priority to the family plaLning- program o r1r . Hcllamara 
raised this matter in his talk with the President the following day . 

3. In a subsequent meeting , to discuss agriculture and rural develop-
mP:nt , Hessrs . Storrar , Elz and Gray participated. Hr . Takahashi emphasized 
that despite the extreme overpopulation in Java , Indonesia still has a 
frontier in t e outer islands . Some voluntary , unorganized transmigration 
is taking place, probably at about tuice the rate of the Government-s onsored 
prograi!l . Both could be expanded substantially. Nr . Storrar described the 
transmigration project preparation just starting, lith FAO/IBRD Cooperative 
Program assistance, and anticipated that a project for upgrading the existing 
population and settling a further 10- 20 , 000 :families , OVGr five y(ars, could 
be ready ui thin a fe1v months. I·1r . Gordon ncted that the GOI had accepted 
the proposal for a resident project preparation team, to be financed in part 
from the ID technical assistance credit, and that it is hoped to firm it up 
shortly. 

4. ~ore generally, the n~ed for strengthening agricultural services 
and. institutions -was emphasi"ed. Hr . Gordon deplored the \veakness and 
demoralization of the cooperative structure, and noted that ~htar Haoeed 
Khan is currently assessing the situation as a consultant for the Bank . 
riessrs . ':'akahashi and 0torrar ment ·_oned the agricul tur e:di t . re12ara tion ni -- as een 
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mission that is conte8plated shortly. ITr . Jlz cited the credit features 
that have been incorporated in the Smallholder Tea Project; similar 
provisions in other special crop and livestock projects financed by IDA 
were noted; and there was general agreement that they would be an essential 
part of the projected transmigration/smallholder schemes in the outer 
islands . But it was agreed also that a more general agricultural supply/ 
credi t/mar:ceting/ extension system should be devised and promoted as rapidly 
as possible . 

5 . r ·r. Takahashi noted the difficulties that have arisen for lack of 
financing at the inception of a project , because the expenditures in question 
are supposed to be financed by ID~ and hence the CCI h&s made no provision . 
Hr . I1cHamara said there should be no dif:'iculty in making an advance from 
Bank/IjA financing to enable a project to get started; specific provision 
for t 1is, '\'There necessary, should be made in the loan agreement . 

6 . The rural ,.Torks meeting vTas attended by ?1essrs . Patten and de ":it , 
rural development advisors to Ba:'penas , and Mr . ~!usa Ahmad of the Bank ' s 
~·lashington staff . r1r . Patten outlined the background of the Kabupaten program, 
starting lrith Rp . 5. 6 billion three years ago , mounting to R:p . 42 . 5 billion 
proposed for .cY 1974/75 . He estim~1ted the latter amount would generate E:.bout 
90 million man-days employuent . He and Iir . de :it described the pragmatic , 
rather ad hoc evolution of the proe:,ran; they opined that it is nm-T rm1ning 
out of obvious rehabilitation projects just v.hen its resources are ~reatly 
i ncreased, and that its continuance on a sound basis will require definition 
of new development purposes at the kabupaten level and upgrading of local 
ca,abilities - - technical standards, appraisal criteria, contracting and 
procurement procedures, and financial controls -- as 1·1ell as central monitoring 
and evaluation, 11 of which ill require large- scale training programs . 

7. Mr . McNamera said th~t , on the basis of what he had been told, the 
rural works program in Indonesia seems to 1;e goin ver uell . It appeared 
that, uith the allocations in the 1974/75 budget, the program \'li:!.l not be 
in need of fnnds . Perhaps, he t!J.ought, involvement of the Bank Grou ... nirht 
complicate or delay furt1er development of the program along the practical 
lines already established; it i¥as not clear to him \'lhether, or :for what 
purpoue, Bank assistance is needed . I f, houever , the GOI considers that 
there is a role for the Bank to play, he vrould consider it very sympathetically. 
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FROM : 

SUBJECT: 
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I TERNATI ONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 

:::~vtv 
I r .~~ra ' s Meeting with President Suharto 

Harch 4, 1974 DATE: 

Hr . TiclJamara , accompanied by l·~r . Gordon , met l·Ti th President Suharto 
in the latter ' s office at 9 a . m. on February 19 . The meeting lasted about 
45 r:dnutes . Hessrs . "1achmat Saleh and .tili .·ardhana were in attendance, but 
the dial oe,"Ue was exclusively between President Suharto and Fir . r:cNaruara , 
through an interpreter . 

President Suharto expressed a wa.rm 11elcome to I•Ir . I•icHamara and 
appreciation for the Uorld Bank ' s support and assistance to Indonesia over 
the past five years . He stated that his Gover1unent ~;ould continue to give 
priority to development objectives during the Second ~e~Jelita (Five-Year 
Plan) , starting pril 1 , with special attention to the population and food 
problems . _ioting that I:r . 1• cNamara had visited Lampung tuo days earlier, he 
stressed the importance 1vhich the Government attacres to an expanded trans
migration effort as a means of mitigating po)ulation pressures in Java . He 
said transnigrati on projects must be carefully prepared; necessary irri~ation 
and other infrastructure must be provided in advance of the introduction of 
transmigrants; and they must be assured of food and other necessities during 
the period before they began to produce enough to support themselves . He 
also indicated that the fanily planning program, aiming to limit population 
growth directly , would be expanded and intensified . 

In the short run , he said , major emphasis must be given to increasing 
food production, uhich requires much greo.ter use of fertilizers . Indonesian 
farmers, fortunately, have quickly come to recognize the benefita of fertilizer 
use , and deoand has expanded far beyond the country ' s productive capacity; 
iDDOrt availabilities are alSO Very limited . raced with this Pituation, the 
Government found it necessary to sr1ortcut the conventional project preparation 
studies , procedures and financing channels in order to get more production 
capacity \vi th minimum delay . He hoped that the ank vTould also assist the 
establishment, as early as possible, of still another fertilizer plant a t 
Cirebon . 

Replying , r~r . 1~1cNamara recalled his previous vi sit to I ndonesia 52 
years earlier and the desire which the Government then expressed for financial 
and technical assistance from the Bank . The Bank had responded to this request 
with a speci al effort , had undertaken and financed numerous studies of specific 
development problems and projects and had approved ?4 credits anountin~ to 
ovPr }500 million. Up to the present, he said, the Bank Group ' s financial 
connitment has been restricted by the linited availa ility of ID1. funds; but 
Indonesia ' s improved financial situation makes it possible to consider making 
Bank loans, which are not limited in the same 1vay. Hence, if it "'ere the 
Government ' s 1vish, the Bank v1ould be in a !10Si tion to provide substantially 
greater amounts of financial assistance to meet the expanded r equirements of 
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the Second Plan; hA t"lould be prepared to expand the commi t;ment of staff 
as necessary to irrplement such a larger lending program in Indonesia. He 
understood t.at the Plan targets rere being revised and raised in light 
of the increased resource availability, and the Bank l'lould 1velcome 
indications from the Indonesian Govf;rnment as to uhere its help could be 
most use.:':'ul . 

Ir . LcHamara expressed agreer1.ent uith the development priorities 
as outlined by the President . He said he Has much impressed 11ith the 
potential for highly )reductive agriculture and for the settlement of 
transmigrants in Lam ung, and ·Yas informed that other areas were also 
p_om~s~ng. He thoroubhly agreed 1vith the President ' s emphasis on the need 
for adequrte project preparation and su]port in the transmi ration progrtim. 
He noted that a project reparation team is currently in Indonesia, w1der 
Bank auspices . Its object is to put together a first transmigration project 
that should be ready for im lementa tion ui thin a fev:r months . He envisat:,ed 
that it might provide for the transfer ~d settlement of 10,000 to 20,000 
families over a period of perhaps five years, and would serve as a _rototype 
for a number of oimilar projects to be undertaken at an acceleratin6 rate . 

He agreed that a direct attack on population growth in Java/Bali is 
vitally necessary. He praised the Government ' s commitment to family planning 
and the effectiveness vri th ·1'11ich the program seems to be enlisting and keepin 
faoily plannin• acceptors, but said the immensity of the problem required an 
even greater effort . He thought the number of midvTives and field'tvorkers needs 
to be increased substantially and urged that adequate staff suppo~t be ·iven, 
as a matter of priority, to the three tey executives of the Family Planning 
Coordinating Board. 

He discussed at some length the difficulties confronting IDA as a 
result of the ~har::? incrdase in oil prices. He cited three principal categories 
of countries that are adversely affected by this increase: first, those with 
generally buoyant economies ~nd good international credit, e . g . Brazil, which 
can tide themselves over a period of adjustment b borrofing in the Eurodollar 
market; sP.cond, thos8 for uhich the current rise in prices of export commodities 
partly offsets the increased cost of oil imports, such as Thailand; and third, 
countries which have neither solid credit nor increased export earnings, and 
thus suffer the full impact of the higher prices for oil and oil-bar;ed products 
(nota )ly fertilizer) -- e . g . , India, Banc;lo.c..esh and Sri Lanka . IDA has no 
choice, he said, but to adjust its allocations among countries to help m et 
the desperate need of this laot group . And given the lir1ited total amount, 
this inevitably means so1.1e reduction in the current allocation for Indonesia . 
Fo_·tunatel..y, Indonesia ' r; more favorable position now makes it possible to 
substitute Bank loans in more than equivalent amounts . 

In conclucion, Lr . rfc_,.-amara praised the performance record of 
Indonesia durin6 the :9revious five years -- the over all ouality of its 
economic mane gement, he said, has been outsta_ ... ding among the Ba11l<:' Q mem .Jer
ship -- and stressed his irish to be of all possi1: le help in carrying out 
Indonesia ' s Second Plan . 
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~&President expressed his appreci8tion. 

(Ue we·--e informed later that President Suharto ifldicated to 
IIessrs. Rachmat Saleh and Ali iardhana that Indonesia ou d be rece"'Jtive 
to some Baruc as wel as IDA financing . In an earlier conversation with 
Professor \vijoyo, Hr. ~IcNamara suggested 350 - 400 million armually as 
a reasonable lending target for the Bank Group as a whole . ) 
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MEMORANDUM FOR THE RECORD 

1974 ANNUAL MEETING - INDONESIA 

Participants: Messrs. 

October 3, 1974 

Ali Wardhana, Rachmat Saleh, 
Julianto Moeliodihardjo, 
J. E. Ismail, and Saleh Afiff 
of the Indonesian Delegation 

Messrs. McNamara, Knapp, Bell (last part), 
Votaw, Gordon and Sandberg from 
the Bank 

1. Mr. McNamara welcomed the Indonesian Delegation warmly. He led 
off by recalling his discussions with the Government in Jakarta in 
February, during which he suggested the need for substantial acceleration 
of the development program, and the possibility of a much higher level of 
Bank financing, in view of Indonesia's increased oil earnings. At that 
time the Government's attitude was rather tentative, and he asked how 
they see the situation now. 

2 • Dr. Wardhana noted that the oil "bonanza" really started only 
in 1974. In February the Government felt quite uncertain as to how. long 
the much higher price would continue to prevail, and was acutely aware 
of the country's greatly increased import requirements and the likely 
cost overruns for ongoing projects. Hence, they felt cautious about 
undertaking much higher commitments pending the picture being clarified. 
Moreover, having never previously had aQY appreciable reserves they had 
no reserve policy or experience in reserve management. Since February, 
he said, the Government has been rethinking its policy and program in the 
light of the changed situation. The Five-Year Plan is being revised up
ward, but in view of inflationary pressures (nearly 50% price increase 
during the 1973-74 fiscal year) it has been necessary to curb Rupiah 
expenditures; projects primarily requiring imports are being pushed ahead. 

3. Mr. McNamara asked when the Plan revision would be completed, 
Dr. Wardhana and Dr. Saleh Afiff clarified that the revision is proceeding 
by stages, focusing first on the current annual development program. They 
said the aim is to compress the five-year investment targets into three 
years, then add new projects now under study, especially to attack commu
nications bottlenecks and other gaps in infrastructure. They said the 
Plan targets and emphasis will be discussed in detail with the joint Bank/ 
Fund Basic Economic Mission that has just arrived in Jakarta. 



- 2 -

4. Mr. McNamara enquired how the Government anticipates that the 
reserve position will develop. Dr. Rachmat Saleh said they are consult
ing with the Fund to project the probable increases in foreign exchange 
needs, in the light of commodity price trends and imports required to 
curb inflation and meet essential consumption needs. He noted that 
timber exports (second most important) had declined sharply both in price 
and quantity; even for oil the Japanese demand had softened recently. 

S. Responding to a question from Mr. McNamara, Dr. Wardhana and 
Dr. Rachmat Saleh said the recent rice harvest was very good; the 
Government's object,however, is to build up and maintain a reserve stock 
of one million tons of rice. They estimated the continuing deficit at 
SOO,OOO to 1 million tons of rice and nearly SOO,OOO tons of wheat 
annually. They agreed with Mr. McNamara that increasing food production 
deserves top priority along with infrastructure development. They 
stressed the need to expand fertilizer output rapidly, which Mr. McNamara 
endorsed, and noted that the Bank is being asked to consider as soon as 
possible still another PUSRI project. 

6. Mr. McNamara expressed the Bank's continuing concern about the 
rate of implementation for Bank/IDA projects. In the past he said some 
Board members questioning the amount of IDA credits to Indonesia had 
cited the lag in disbursements as a reason for slowing down the rate of 
commitments; while IDA financing is no longer an issue rapid expansion 
of Bank lending might similarly be questioned. He said he is aware that 
improvement has occurred but suggested that more is needed. Dr. Wardhana 
acknowledged this necessity and said the subject is under discussion with 
both Headquarters and Resident Staff of the Bank. 

7. Mr. McNamara said that both the Bank as an institution and the 
various individuals involved have a strong commitment to Indonesia 1 s 
economic development, and he promised his continued support for an ex
panded lending program. He suggested that any temporary surpluses in 
reserves which may emerge might advantageously be invested in Bank bonds. 

Indonesia Division 
East Asia & Pacific Programs Department 
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ni. Biograpbi.es: 

Ali Vardhana - Bom in Solo in 1928, Mr. Wardhana studied 
economics at the university of Indonesia 
and the University or California, Berkely, 
where he received his D>ctors and PhD. 
respectively. 

He is Professor at the Faeul ty or Economics, 
University or Indonesia, and its IQan. He 

. has also been Director or the B:onomic and 
Social Besearch Institute at the University. 

In 1966 he became a member or the Fconomic : 
Advisory Team to President Suharto, and in 
1968 Minister or Finance. He was co-Chairman 
or the 1972 Bank/Fund Annual !'sating and 
Chairman of the Group or Twentyo 

Racbmat Saleh -Born in Surabaya in 1930, Mro Rachmat Saleh 
studied economiee at the Uni ver9i ty or 
Indonesia where he received his D>etora 
degreeo 

He· has spent most or his career in Bank 
Indonesia and was made its Govemor in 
March 1973. 

-----~~---- ------ ---- . ~ -- .. ~- . - ~ - ·- --~·- . .....,. 
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From: 

Subject: 

January 23, 1975 

TO: Memorandum for the Record 

Bernard R. Bell ~~~ 
INDONESIA - Meeting with Mr. Ali Wardhana, Minister of 

Finance, and Mr. Rachmat Saleh, Governor, 
Bank Indonesia 

1. On Friday, January 17, Mr. McNamara met briefly with Minister 
of Finance, Mr. Ali Wardhana, and Governor of Bank Indonesia, Mr.Bachmat 
Saleh, at their request. I was also present. 

2. Minister Wardhana said that the Government of Indonesia was 
increasingly concerned that some of the providers of external assist
ance to Indonesia were jumping to the conclusion that because Indonesia 
was an oil exporter and was enjoying larger oil revenues than in the 
past, it no longer needed or merited assistance. He asked for assurance 
with respect to the Bank's view and intentions. Mr. McNamara stated 
that it was his view, as he had indicated during his February 1974 visit, 
that given Indonesia's size, its low income, and the magnitude of its 
development problems, an adequate program attacking these problems would 
require and could readily absorb not only the foreign exchange earnings 
and Government revenues but substantial amounts of official capital from 
abroad. The essential task was for the Government of Indonesia to for
mulate and execute a program of adequate magnitude directed towardfue 
increase in employment and income of the mass of its poor. He reminded 
the Minister and the Government that he had indicated in February that 
the Bank, although not in a position to continue to provide assistance 
on IDA terms, was prepared to make Bank loans in amounts very much in 
excess of the IDA credits it had been able to provide in the past. He 
also indicated that he was well aware of the attitudes and the thinking 
to which the Minister had referred and that there were considerable 
pressures on the Bank reflecting these. He advised the Minister to dis
cuss the matter with the top financial authorities while he was in Wash
ington. The Minister indicated that they had been informally discussing 
the matter with me and looked forward to continued Bank assistance to 
them in discussions with aid-giving Governments. 

cc: Mr. McNamara's Office 

BRBell:ea 



. "" 



February 27, 1975 

To: Memorandum for the Record 

From: Bernard R.Bell tf~~~) 
Subject: INDONESIA: Meeting with General Ibnu Sutowo, President Director 

of PERTAMINA. 

On the afternoon of January 31, 1975, Mr. McNamara met with General 
Ibnu Sutowo, President Director of PERTAMINA, at the latter's request. 
General Ibnu was accompanied by H.E. Rusmin Nurjadin, Ambassador, Colonel 
George Benson, Washington PERTAMINA Representative, and Mr. Rex Hasmoro, 
New York PERTAMINA Representative. I was also present. 

Prior to the meeting, I had spent about 15 minutes with the General 
and had suggested that there were a number of matters in which we were very 
much interested, in addition to whatever matters he might himself wish to 
speak about. I mentioned, among others: 

(a) The existing split of profits from oil production and sales 
between Indonesia (including the Government and Pertamina) and 
the foreign oil companies, the extent to which and the reasons 
for which this was more favorable to the foreign companies in 
Indonesia than characteristically in the Middle East. 

(b) The various activities, in addition to oil production, refining 
and marketing in which PERTAMINA was now engaged and was planning 
to undertake and .the means by which these were being financed. 

(c) PERTAMINA's relationship, if any, to the · steel mill project in 
Indonesia ("if any" meaning aside from the fact that General 
Ibnu was, in his personal capacity, President Director of the 
Krakatoa Steel Company which has overall responsibility for the 
steel project.) 

In Mr. McNamara's office and without waiting for questions, General 
Ibnu immediately addressed himself to the first question mentioned above. 
He said that at the last OPEC meeting, it had been agreed that the amount 
which the member countries were to obtain, by one mechanism or another, per 
barrel of crude oil produced (using Arabian Light as the standard) was to be 
$10.12 per barrel. Under existing arrangements in Indonesia, he said Indo
nesia was obtaining $10.16 per barrel. This, he said, meant that today, on 
the average, the companies were making a profit of about $0.50 a barrel on 
their Middle East production and a little more than $2 per barrel on their 
Indonesian production.l/ Mr. McNamara remarked that this meant that the 

ll The General did not explain that the figures he was citing related to the 
older so-called "contracts of work" involving principally the CALTEX and 
also STANVAC companies which do today count for about three-fourths of 
total Indonesian production, but that under the newer contracts which will 

(footnote continued on bottom of page 2) 
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companies were getting all the premium paid for the low sulphur character
istics of most Indonesian crude oil and for its transport advanta-ge in its 
principal markets and that this must amount~ perhaps $700 million per year. 

General Ibnu said that there were several considerations involved; 
one was that because of the differing physical characteristics in the two 
areas, the investment costs per daily barrel of crude production were sub
stantially higher in Indonesia than in the Middle East, and that the return 
on investment to the companies was not nearly as much larger in Indonesia 
than in the Middle East as was suggested by the characteristic difference 
in their profits per barrel produced. A second consideration, he said, was 
that at the outset some eight years ago, Indonesia had deliberately chosen 
to make investment in exploration and development in Indonesia more attrac
tive to the oil companies and especially the major companies so that they would 
be willing to substantially increase from the very low levels prevailing at 
that time their investment in efforts to increase production in Indonesia. I 
asked how much the companies had -actually invested in exploration and develop
ment as distinguished from current production in 1974 and how this compared 
with the figures of approximately eight years ago. General Ibnu replied that 
the figure for 1974 was in the neighborhood of $700 million and was far higher 
than that of eight years ago. Mr. McNamara remarked that, nevertheless, the 
$700 million extra earned by the companies out of their current production 
seemed a very large amount to pay in the light of the considerations that 
the General had mentioned and that so far as the $700 million of investment 
in 1974 was concerned, obviously the ·companies expected to and probably would 
earn profits from this in the future. The General replied that this was, of 
course, true, but Indonesia would also earn additional and larger amounts 
from those investments. He said that, furthermore, the split of profits 
between the companies and Indonesia had been renegotiated in Indonesia's 
favor in January 1974 and that a further agreement again increasing Indonesia's 
share had just been negotiated with CALTEX, the largest producer and negotia
tions with others for the same purpose were under way or about to begin. The 
General said that he did not think it wise for Indonesia unilaterally to 
modify existing contracts and was, therefore,' proceeding carefully on the 
basis of amicable negotiations. 

The General said that, furthermore, many of the foreign oil companies 
were, out of their own profits, providing benefits to the communities and 
areas in which they worked, such as road improvements, school and health faci
lities, etc. He mentioned also that CALTEX, for example, was about to launch 
a large mechanized rice production project in Sumatra which would contribute 
substantially to Indonesia's rice production and supplies. They plan to 
begin with a first unit of 20,000 hectares and to expand this several fold 

11 (cont'd) account for an increasing share in production in future years, 
Indonesia's take is substantially less than $10.16 per barrel since the 
companies are permitted to deduct as depreciation 40% of the selling 
price as cost before net profits for division between Indonesia and the 
companies is calculated. At some point, these 40% annual deductions will 
exhaust all that is to be depreciated and consequently, Indonesia's 
share will go up significantly but precisely when that will happen in 

~ • the case of each of the many contracts, we do not at this point know. 
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over the years. PERTAMINA itself, he mentioned, is undertaking a similar 
project of 20,000 hectares in Sumatra. Mr. McNamara asked what tbe in
vestment in these projects would be. The General said that his recollection 
of the cost estimates on the PERTIMINA project indicated that for the 20,000 
hectare unit, the cost would be $100 to $150 million. 2/ The General then 
listed some of the undertakings which PERTAMINA had already started pr was 
planning, including the new oil refinery at Tjilatjap, a fert i lizer plant 
in Kalimantan, another fertilizer plant in West Java, two gas liquefaction 
plants, one in North Sumatra and one in Kalimantan, and several others. He 
said that the Government of Iran had agreed to finance a large part of the 
cost of the Java fertilizer plant, U.S. EXIM-Bank was helping to finance the 
refinery and financing for other projects was being obtained or sought from 
the · Eurodollar market. 

Mr. McNamara asked about the terms on which commercial financing was 
being obtained. The General said that these were varying and that whereas 
earlier 8 to 12 year repayment periods with interest rates 1-1/2 to 2% 
higher than the London InterBank rates had been obtainable, it was diffi-
cult now to get more than 8-year money. Mr. McNamara asked why PERTAMINA 
was resorting to such high-cost financing rather than borrowing from the 
Government which was accumulating foreign exchange reserves rapidly. I 
remarked that the recent accumulation was not very rapid and that, in fact, 
the data indicated that at the end of December 1974, foreign exchange reserves 
amounted to approximately $1.5 billion or three to four months of imports and 
had dropped from a somewhat higher figure several months earlier. Mr. McNamara 
said that, nevertheless, there ought to be no difficulty in PERTAMINA borrowing 
out of these reserves several hundred million dollars. He then asked the 
General how much PERTAMINA planned to borrow in the Eurodollar market in 1975. 
The General replied that the amount was $700 million and that this did not 
include amounts to roll over existing debt. 

Mr. McNamara thanked the General for taking time from his busy schedule 
to call on him. The General reciprocated in similar fashion and the meeting 
terminated. 

11 As we were returning to my office so that the General and his party 
could retrieve their coats, I asked the General if the investment cost 
in the rice project could really be as high as $5,000 to $7,500 per 
hectare and he reiterated that although these were rough estimates, his 
best recollection was they would be at least the lower figure. 

BRBell:ea 

cc: Mr. McNamara's Office 
Mr. Votaw (for information) 



IN1.ERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: · Mr. Robert ~Namara 

FROM : Bernard R. Bell Dq._ ~ 
DATE: January 31, 1975 

SUBJECT: Meeting with General Ibnu Sutowo, January 31, 1975 

I am attaching a bio-data sheet on General Ibnu Sutowo. It 
requires one addition, namely: 

That since 1968, he has been President-Director of Pertamina 
which is now the sole Indonesian Government Oil and Gas company and he 
is no longer Director-General of Oil and Gas in the Ministry of Mines. 

I believe that the General would like the opportunity to tell 
you something about a number of matters which he thinks you should be 
informed about and which he knows you are interested in, including 
the following: 

1. the contractual arrangements between Pertamina and the 
oil companies and the split of the take in Indonesia as compared with 
that in the Middle East; 

2. the various activities in which Pertamina is engaged including 
oil exploration, production, refining and marketing and those which are 
either downstream or unrelated to petroleum and how Pertamina is financing 
these; and 

3. Pertamina's relationship, if any, to the steel mill project 
in Indonesia. 

The General is not much of a self-starter in discussions of this 
matter and I would therefore suggest that you express your interest in 
these matters or permit me to do so. 

BRBell/gbr 
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BIOGRAPHICAL DA.TA of GENERAL· 'IBNU SUTOWO 

' -~.,...~i ---------------

Born: 

Married: 

Education: 

Professional 
Career: 

r. 

September 23, 191h in Central -Java , . 

September 1 940 ~Zal.eha' . .Ahmitd 

7 _children- 5 dauehters and 2 sons 

Graduated from medical school in Surabaya, 1940. Appointed 

Government Medical Doctor. 

September 1945 active in the Independence War against 

the Dutch. 

Appointed Head of the Public Hospital in Palembang 

February 1946 - Appointed as Head of Army Health Services 

for South Sumatra terri tory with rank of Hajor. 

February 1948 - Appointed Chief of South Sumatra Hilitary 

Sub-Command .• 

June 1951 - Acting Commander of the South Sumatra Command 

" with rank of Lt. Colonel.~ 

' 1956 - Promoted to Colonel at the Army Headquarters in 

Jakarta. 

1957 - Deputy to. Army Chief of Staff in Jakarta. 

Appointed President-Director of Permina 

1964-1966 - President Director PN Permina 

·-

Concurrently - Minister attached to Presidium of the buirkora 

Cabinet; ~linister of Oil and Natural Gas in the Development 

Compartment. 

1966- 1967 - Acting I-linister of Mining and of Oil and 

Natural Gas Affairs. 

1967 - 1968 - Appointed Director General of Oil and 

Natural Gas and concurrently Adviser to the President in 

INBANG Affairs and at the same time the President-Director 

of Permina -{later became Pertamina). 
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1965 - Todate Governor o~ OPEC 

Decorations: 1~ Order. of Merit Medal 

( 2. Army Medal 

3. Navy Medal . 

. 4. Air Force Medal 

5. Police Hedal 

6. Development Medal of Merit 
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To: Memorandum for the Record 

From: Bernard R. Bell ~~~;.:?~) November 14, 1975 

Subject: Meeting of Mr. Bell with Indonesian Delegation to Annual Meeting, 
September 5, 1975 

Following on and several days after Mr. McNamara's meeting with the 
leaders of the Indonesian delegation, Mr. Bell met with Governor of the Bank of 
Indonesia, Rachmat Saleh and Minister of Finance, Ali Wardhana. No other 
persons were present. The major purpose of the discussion was to agree on how 
best to communicate to President Suharto the Bank's plans and views as outlined 
by Mr. McNamara several days earlier. 

It was agreed that the best procedure would be as follows: 

(1) Mr. Bell would draft a personal letter from Mr. McNamara to the 
President and clear it with Mr. McNamara before he (Mr. Bell) 
left immediately after the Annual Meetings for Papua New Guinea, 
Malaysia and Indonesia. 

(2) On arrival in Indonesia he would review the draft with the two 
and also with Mr. Widjojo to be sure that, without dilution of 
the content, the phrasing was not counter-productive. 

(3) After final agreement, including Mr. McNamara's if any changes 
were thought desirable, the letter would be delivered to the 
President in time for him to read and understand it prior to 
his meeting with Mr. Bell. 

(4) Mr. Bell would orally express to the President the same message 
as that conveyed by the letter and would amplify as possible in 
the conversation. 

The balance of the discussion related to a number of operational matters 
and to the immediate financial problems and plans of the Government. Following 
this part of the discussion, the three participants joined several members of 
the Bank staff and of the IMF staff and Mr. Posthumus of the Netherlands delegation 
to discuss plans for the scheduled November 25 "low-level" meeting of the IGGI 
in Amsterdam. It was agreed: (1) that the meeting should be "low-level" in the 
sense that the various representatives of the members, including the Government 
of Indonesia, the Bank, the IMF and others would be lower level staff than 
normally attend; (2) that the meeting would last one day only; (3) that its 
pur~ose would be only to review developments since the last meeting in June 1975 
and to stimulate those aid-givers who had not yet converted their pledges at 
that time into actual agreements to do so. Mr. Bell emphasized that the meeting 
would be counter-productive if the brief Bank paper to be prepared and circulated 
prior to the meeting could not present a full factual account of the situation, 

... /2 
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with respect to all external obligations, the handling of the Pertamina 
obligations, the foreign exchange reserve situation, the impact of all this 
on the budget and especially the development program. This would also need 
to be set forth in the GOI and IMF statements at the meeting. It was agreed 
that this was so and that every effort would be made to provide the facts 
quickly to the two institutions in time for a November 25 meeting and that 
this meeting should not be cancelled or deferred. 

cc: Messrs. McNamara 
Votaw 

BRBell:mjd 

. . 



To: Memorandum for the Record 

From: Bernard R. Bell ~/,.$ (J-A..~) November 14, 1975 

Subject: Meeting of Mr. McNamara with Indonesian Delegation to Annual Meeting, 
August 30, 1975 

/ 
The leaders of the Indonesian delegation, Mr. Ali Wardhana, Minister 

of Finance, and Mr. Rachmat Saleh, Governor of the Bank of Indonesia, 
accompanied by Ambassador Nurjadin called on Mr. McNamara August 30, 1975. 
For the Bank, Mr. Bell, .Mr. Baneth and Mr. Chenery were also present. 

Mr. McNamara expressed to the Indonesian delegation: (1) his satisfaction 
with the economic development which had occurred in Indonesia during the past 
seven years; (2) his belief that the increased oil revenues afforded Indonesia 
the opportunity to mount a much larger and more vigorous attack on the problems 
of poverty in Indonesia and on the effective productive use of its resources; 
(3) his appreciation of the fact that despite increased oil revenues Indonesia 
remained a very poor country which would need a considerable inflow of capital 
from abroad for the purpose; (4) his intention to substantially increase Bank 
lending to Indonesia. He emphasized, however, that he was disturbed and 
concerned about the reckless way in which Pertamina in the past year or more 
had pre-empted and dissipated on low-priority projects poorly conceived, 
badly arranged and excessively costly a large part of the current and 
prospective resources. He stated emphatically that the contemplated Bank 
assistance to Indonesia would not be forthcoming unless this situation was 
remedied and unless it was clear that it would not be permitted to re~ur. 

The Ministers expressed agreement with Mr. McNamara's views, the 
Governor of the Bank stating that the Pertamina operation had 'set the 
Government program back several years", and the Minister of Finance saying 
that it had "set them back to square one". Both explained the very decisive 
and important steps which had been taken by the President to deal with the 
situation and to prevent a recurrence. They said it was a difficult situation 
to deal with, but that the difficulties were being met and that there was no 
wavering of purpose or in action. The latest step, taken by the President just 
prior to their departure from Indonesia, was the appointment by the President of 
General Piet Harjono (Director of the Budget Bureau in the Ministry of Finance) 
as concurrently Finance Director of Pertamina, and of Mr. Wijarso (Director of 
the Oil and Gas Directorate in the Ministry of Mines under Minister Sadli) as 
concurrently Director of Operations in Pertamina and in effect number two to 
General Ibnu Sutowo in thatorganization. These steps would, they thought, 
internalize Government control of Pertamina operations. In answer to Mr. 
McNamara's question, Mr. Bell said that these were both, in his opinion, men 
of high competence and absolute integrity. 

Mr. McNamara said that he thought it important that his message 
regarding the Bank's lending plans and the conditions under which they would or 
would not be fulfilled be communicated to the President. He asked how the 

... /2 
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delegation thought this could best be done, suggesting they respond either then 
or later in the week. The delegation stated that they would give thought 
to the matter and discuss it with Mr. Bell in the course of the week. 

The remainder (and the larger part) of the time was then devoted 
to an exposition by Mr. -McNamara of the problems the Bank faced with respect 
to capital increases and IDA replenishment. He asked for and received 
assurances of the fullest support for his efforts in these regards. 

cc: Messrs. McNamara 
Chenery 
Votaw 

BRBell:mjd 





To: Memorandum for the Record 

From: Bernard R. Bell November 14, 1975 

Subject: Meeting of Mr. McNamara with General Ali Murtopo of Indonesia 

On October 29, 1975, General Ali Murtopo, an important and influential 
advisor of President Suharto, accompanied by Ambassador Nurjadin called upon 
Mr. McNamara. Mr. Bell was also present. General Murtopo was in the United 
States as the leader of an Indonesian mission to meet with US Government 
Executive and Congressional figures, with US businessmen and with members of 
the academic community. The purpose of the mission was generally to convey 
information regarding Indonesian needs and plans and to encourage aid to and 
investment in Indonesia. The General had prior to the Mission's arrival, 
asked for an opportunity to see Mr. McNamara and also Messrs. von Hoffmann 
and Bell. He had seen Mr. von Hoffmann the day before his meeting with 
Messrs. McNamara and Bell. 

General Murtopo started by conveying the personal regards of 
President Suharto and expressing his appreciation for the assistance the Bank 
had given and was continuing to give to Indonesia. He expressed particular 
appreciation for the Bank's understanding and its efforts to help others 
understand that despite increased oil revenues, Indonesia was still a very 
poor country in need of substantial assistance and investment from abroad. 

He next asked Mr. McNamara's views on a series of matters, 
incidentally expressing his own either as he put the questions or in .response 
to Mr. McNamara's statements. Among the questions and statements were the 
following: 

(1) Did Mr. McNamara agree, as his recent Annual Meeting address 
indicated, that it was appropriate for Indonesia to concentrate 
efforts on relieving the "pockets of poverty" which remained, 
in urban as well as rural areas despite general income and 
output gains in recent years~ He said most emphatically he 
thought it was and agreed with all that Mr. McNamara had said. 
(This is interesting in view of the General's role after the 
January "Tanaka" riots in establishing the official view that 
these riots were entirely politically inspired and led in a bid 
for political power by "leftist" elements, in bringing about the 
arrest, detention and trial of a considerable number of student 
leaders, newspaper editors, academic figures and many members 
of the old PSI (Socialist Party) and in doing little or nothing 
observable to encourage action to deal with the underlying 
dissatisfactions and resentments the riots expressed.) 

(2) Did Mr. McNamara agree that it was important to develop private 
enterprise by domestic and foreign investment, to create 
employmemt and accelerate development? He thought so • 

. . . /2 
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(3) Did Mr. McNamara agree with his view that all the talk about the 
"New Economic Order" in various U.N. and other fora was a 
waste of time and useless, and that strengthening the Bank and 
IMF which alone could actually act was critically important? 

(4) Did Mr. McNamara intend that the Bank would extend substantial 
aid to Indonesia? Mr~ · McNamara used this opportunity to explain 
our plans, to excoriate Pertamina's recent activities, to 
express the hope that the steps recently taken by the President 
would effectively halt and prevent such activity, and that our 
plans were conditional on this hope being realized. The General 
applauded our intentions to enlarge lending to Indonesia and 
did not comment on or react to the comments on Pertamina. 

(5) Other similar questions were put and Mr. McNamara took occasion 
to speak of our high regard for the wisdom and capabilities of 
the "Economic Team". The General did not react (though he has 
been a well-known critic and opponent of the "team" in Indonesia). 

In general, the General appeared to be making considerable efforts to 
be extraordinarily ingratiating although his manner nevertheless conveys a 
certain arrogance. I have no doubt that his statements and responses (and 
non-responses) were in accordance with his instructions from President Suharto, 
who (see my memorandum on my conversation with the latter in Indonesia in 
September) has evidently decided that the Bank and its attitude toward Indonesia 
are of great importance. 

cc: Messrs. McNamara 
Votaw 

BRBell:mjd 



~ Mr. Bern rd R. Bell 
(THROUGH : r. Bengt G. 
Ota P. Nijha n 

Lieutenant Gener l ,Ali Moertopo 

Af~ r ~rad tin. fro Dutch eeond ry ehool (1941), 
rtopo joined the Stud nt ' Army, th PBRI ( volut1onary L ion 

of th Indone ia Peopl , and a d or aniz tion of the !o le Young 
.len) Priv te.. tn 19 5-46 as ;L~on-Co issione Of fie r, h parti
cipated in puttin down the communi t upri ing C'Three-Region PKI 
Rebellion"'}. 

2. As Commissioned Officer b rilla w r for 
l tiona! Indep dene ,- and again took part KI Reb llion 
( diun ff ir). In 1951 , he bee irst Li ut nant. In 1958 he 
( jor) was etive in puttin down Permest b llion in West Sumatr , 
and 1 ter joined th~ Sp cial Oper tional C nd for Lib ration of 
rle t Irian. 

3. In 1963 s Lieutenant Colonel, he s Assist nt for- Int lligenee 
to th Chief of St ff in W st Iri n, then Assistant for Int lli ence to 
the Army's Strategic C nd for Confrontation aga nst Malays! (1964). 
He pl y d a prominent role 1n cbi ving political a ttl ment of the 
confrontation. 

4. In 1967 he a with tbe Army's Str ·tegic Co d for eru hing th 
September 30 }.love nt, the PKI upri ing. 

5. I'n 1.9o ',' '·: ·· 'Coi.otrel be w ppointed · r of the P r onal Staff 
of the President. He v later appointed Pe~ onal Assistant to th 
President and w s promoted to the rank of Brigadi r G ner 1. B as lso 
project officer for r f rendum in vle t Irian (1969) • Pro t d s jor 
General in 1969. e lso bee Deputy Chief of th. ( AKI ) • State Intelli-
gence Coordinati s ney, in eharg of impl ntation o 1971 leetions. 

6. Ali ertopo influenced the shape of event in Indonesia consid-
r bly. n ste inded th uce s ful vot of free choice in West Iri n, 
et up Golkar (the loos cent rali t co lition e ieh Pre ident could 

build his authority) , org nized 1971 general leet1ons whic in talled 
Golkar as the dominant olitical ody. 

7. After J' uary 197 disturbance ., President Suharto bolish d his 
council of p cial assi tants (ASPRI), di iss d the Chief of State Intelli-
enee Or niz tion (BAKI ) , nd hims lf too co and for Kapk tib (the 

Command for the R stor tion of Security nd Order). In doing so, the 
Pr sident rea sur d hi own leade~ hip ell a et student's demands. 
Ali Moertopo w s tb Per on 1 si t nt for political nd special aff ir • 



}tr. Bernard R. 11 - 2 - October 29, 1975 

8. Although Ali Moertopo i no lon r a Pr sidential A istant, 
he is stUl th Deputy Chief of . tnt lligenee Coordi ating Agency (BAKIN) • 
and bead ecurity org nization (0 SUS) whiclt h built into powerful 
i t nt with links in tdlitary, bu ine s d olitie p eres. H i 

member of the Hou of Repr sent tive (DPR). Memb r of Peopl •s Consul
t tive Ass ly (MPR.) and Hono-r ry Chairman, Boal:'d of Dir ctor • Cent 'r 
for Str tegic nd International Stud! s. 

9. Ali ertopo is r-eg t'l d S ba-rto loyali t and nationalis • 
Events fter January, 1974 indieate that: the Pre !dent ecept d Moertopo's 
interpret tion of od nt unr st i that tb riots r ti ted by SI 
(Socialist Party of Indonesi ) d I 1am1 Ma jumi (banne by Sukarno) and 
aime at toppling n tional 1 ader hip. 

10. Though not against th i port ton of West rn Capit 1 and kno -
how a nationali t; Gener 1 Moertopo bl th 't ehnoerata' for eing 
unduly influenced by Weatern advi 'l'S and privat int r ts. He would like 
to larger role for indigenou privat s&ctor and it cloe alliance 
with Govermaent on th Japan e p tt rn. B h a b n workin to tr n then 

litical and economic links with Japan and Australia. Th se id s h see 
to hare with General Ibnu Sutowo whom he bas publicly def d several times 
in th past f months. 

11. General Moertopo ( ow 51 years) has 
and politieal 'fix r. ' He is till regarded 
fluence on the Pr sident. 

ec • R.. S • Me · mar 
G.B. Votaw 

OP~ij wan/BGSandb rg: 

rep tation n or aniz r 
having eonsid r hl in-



I ndonesia 

ALI MOERTOPO 

Lieutenant General Ali Moertopo is Deputy Chief of the State . 
Intelligence Coordinating Body (BAKIN); Member, House of Repre
sentatives (DPR); Member, People's Consultative Assembly (MPR); 
and Honorary Chairman, Board of Directors, Centre for Strategic _ 
and International Studies. 

His governmental appointments have included Member, Provisional 
People's Consultative Assembly (MPRS); Member, Gotong Royong House 
of Representatives (DPR GR) ; and Personal Assistant and member of 
the Personal Staff to the President of the Republic of Indonesia. 

Lt. Gen. Moertopo is the author of the fo.llowing books: Some 
Basic Thoughts on the Acceleration and Modernization of 25 Years' 
Development, CSIS, 1972; Indonesia in Regional and International 
Cooperat1on: Principles of Implementation and Construction, CSIS, 
1973; National Political Strategy, CSIS, 1974; and Workers and 
Peasants in Development, CSIS 1 1975. He is also the author of 
various articles on politics, international affairs, development, 
and energy problems. 

' 
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MEMORANDUM FOR THE RECORD 

From Jean Baneth October 7, 1976 

Subject 1976 Annual Meetings -
Meeting with Indonesian Delegation 

Present: Bank: Robert S. McNamara, Bernard R. Bell, Gregory B. Votaw, 
Jean Baneth. 

Indonesia: Ali Wardhana, Finance Minister; Rachmat Saleh, 
Governor of Central Bank. 

1. Mr. McNamara thanked the Minister for his speech and expressed 
the hope that Indonesia would continue to help in the efforts to obtain 
additional resources for the Bank and IDA. He suggested that the Govern
ment of Indonesia might do this by bilateral representations, particularly 
to the United States, and within the Group of 19 in the framework of the 
North-South dialogue. The Minister responded pos i tively and expressed the 
hope that the end of the road is near; Mr. McNamara said he thought that 
after the elections in Germany, Japan and the US decisions and action might 
finally become possible. 

2. The Minister then went on to speak of the two very difficult 
years Indonesia had passed through, as a result of the Pertamina crisis. 
Foreign borrowing had now been brought under control, and indeed even in 
the current year total foreign borrowing was likely to remain somewhat 
below the $3.4 billion level indicated in the Bank's recent economis report. 
Indonesia was still hoping to borrow about $1.4 billion from IGGI sources; 
it had already contracted about $500 million of export credits plus $475 
million and $370 million, respectively, for covering the cost overruns of 
the LNG and Krakatau plants. It was also expecting about $150-$200 million 
from various Arab and Islamic sources, and about $280 million from the USSR 
for the Merica and Saguling hydro power plants. 

3. In response to Mr. McNamara's reaffirmation of the Bank's view 
that public savings needed to be increased, Minister Ali Wardhana replied 
that public savings this year were running as targeted in the budget 
estimates. The budget surplus in the first six months of the fiscal year 
had already reached the Rps. 200 billion target fixed by the budget for the 
full year. On a question by Mr. Votaw, the Minister remarked that, for 
increasing tax receipts, the Government was not relying on new taxes but 
on improved collection. 

~ 4. Inflationary pressures are expected to be reduced by this 
budget surplus and by continued credit restraints - the latter partly 
offset by the recent increase in foreign exchange reserves. Nevertheless, 
thus far this year inflation was continuing at a somewhat slower but still 
higher than targeted rate, possibly on account of particular supply bottle
necks. 
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5. In this connection, Mr. McNamara asked about food supplies. The 
Minister said that rice production is expected to reach about 15.3 million 
tons in the current year, having suffered from a prolonged drought. Imports 
will amount to about 1.2 million tons of rice; Mr. Baneth remarked that a 
substantial part of imports over the past 18 months has, however, been 
going to a buildup of stocks rather than current consumption. A major 
silo construction program has just been completed. 

6. Minister Wardhana said that he had one final important point 
to make, namely, that the Bank resident staff had been immensely valuable 
and helpful to the Government and that without it they would not have been 
able to accomplish nearly as much as they had. The Government of Indonesia 
very much hoped that the Bank should continue to maintain the Resident Staff 
in Indonesia in its present strength, capacity and responsibility. The 
Minister mentioned in this connection the recent reduction in the level of 
Fund representation. Mr. McNamara assured the Minister that no such similar 
reduction was contemplated by the Bank and that despite the Bank's general 
efforts to restrain administrative expenditures, so long as the Resident 
Staff continued to be effective, useful and used by the Government, it 
would be maintained. 

~ 
JBaneth/BRBell:bcl 

cc: Mr. McNamara's Office 





WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

MEMORANDUM 
TO: ·Mr. Robert S. McNamara 

(Through G. B. Vo 
FROM: Bengt G. Sandbe '~ (C i f, Indonesia Division) 

DATE: April 13, 1977 

SUBJECT: INDONESIA - Your Lunch with Professor Widjojo Nitisastro 
on Thursday, April 14, 1977 

1. Professor Widjojo is 50 years old. He was born in Malang, East 
Java, and studied at the University of Indonesia and the University of 
California at Berkeley. He is Professor of Economics at the University of 
Indonesia and was Dean of the Faculty of Economics from 1964 to 1968. In 
1968 he was asked by President Suharto to head his Economic Advisory Team. 
Professor Widjojo became Chairman of BAPPENAS (Government Planning Agency) in 
1966 and Minister of State for Economy, Finance and Industry in 1973. Thus, 
throughout this period he has been the leader of the "economic team." In the 
last two years much of his energy has also been devoted to the role as 
primary spokesman for Indonesia in the North-South dialogue. His main 
interest has been focused on the discussion of the common commodity fund. 

2. Given his deep personal interest in the subject it is likely that 
Professor Widjojo will seek your views on the state of the North-South 
dialogue, the present state of opinion in the developed countries and the 
role of the Brandt Committee. Specific issues that he may bring up include 
the commodity fund and the general preference question. 

3. Professor Widjojo may want to discuss with you the role of the Bank 
and the size of its lending program over the next several years. La~t week 
he attended the 20th Meeting of the IGGI (Inter-Governmental Group on Indonesia) 
in Amsterdam during which Mr. Husain indicated that we were likely to have 
loans totalling some $536 million ready for consideration by the Executive 
Directors this fiscal year and about $550 million in FY78. As of today we 
doubt the full $536 million will be committed this year, but the two-year 
total of nearly $1,100 million appears reasonably sure. The Regional budget 
and Five-Year lending proposals contemplate commitments rising from $640 million 
in FY79 to $1,030 million in FY82 (and a Five-Year total of close to $3,950 
million), amounts that we plan to propose with appropriate justification 
in our next CPP which should be ready for your review by June. 

4. In this connection, several delegates to the IGGI enquired about the 
possibility of resumption of IDA lending to Indonesia. Husain responded that 
IDA funds were very scarce and had to be allocated to equally poor countries 
with more serious balance of payments problems. I think Professor Widjojo 
understands and appreciates the position but may nevertheless raise it with 
you. 

5. Yesterday it was reported that the Dutch press had carried reports 
that the Dutch Government was considering withdrawing from the chairmanship 
of the IGGI. We heard nothing about this in Amsterdam, but it is a question 
that has been raised informally from time to time. Our response has always 
been that the Bank would be willing to assume the chairmanship provided this 
was the desire of the Indonesian and Dutch Governments and the IGGI membership 
as a whole. Professor Widjojo may again sound you out about this. 
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6. Professor Widjojo may also ask your views about the effects of the 
recent unfavorable coverage of Indonesia by the foreign press. Has this 
affected the attitude of the Bank's Management and Executive Directors? What 
about other public and private policymakers in the U.S., in your opinion? As 
you know these press stories have concentrated on the issues of corruption 
(particularly in the case of the domestic satellite "Palapa"), litigation 
over Pertamina tanker contracts, the effect of the Pertamina affair on 
Indonesia's creditworthiness and the slowdown in oil exploration and foreign 
investment. In addition there has been some attention given to the question 
of human rights and the military "absorption" of East Timor, particularly in 
the European and Australian press. In this connection you will be interested 
to know that General Ibnu Sutowo is now under house arrest and a number of 
his close collaborators are either under house arrest or detention. It may 
also be worth noting that the public reaction of the Indonesian Government 
and press to the press coverge abroad has been one of angry denials and 
charges of an international conspiracy to tarnish the reputation of the 
Indonesian nation as well as President Suharto and his family. While extensive 
reporting in the Indonesian press of Government denials is a subtle way of 
informing the public of reports published abroad without incurring the wrath 
of the censors, the Government is clearly sensitive to criticism in the 
foreign press in light of the elections scheduled for May 2. 

7. As you know, Professor Widjojo is a close friend of Bernie Bell, who 
visited Indonesia last month at Widjojo's request. Professor Widjojo is 
likely to express regret at Bell's retirement and hopes for continued close 
collaboration. I know that there is some nervousness on the part of Indonesian 
officials regarding the changing of the guard and although the meet~ng with 
Husain and Baneth in Amsterdam was extremely cordial, I think that Professor 
Widjojo would appreciate an indication of your continued personal interest in 
Indonesia and your full confidence in Bank staff currently assigned to work 
on Indonesia, both in Jakarta and at Headquarters. 

8. Attached for your background information are Mr. Husain's statement to 
the IGGI and the press release summarizing the proceedings. 

Attachments 

BSandberg: jw 



•. 



MEMORANDUM FOR THE RECORD 
I 

FROM Jean Baneth ~V tt Y:Ar~~ember 23, 1977 

SUBJECT 1977 Annual Meetings, Washington, D.C. 
Mr. McNamara's Meeting with the Indonesian Delegation 

1. The Indonesian delegation consisting of Messrs. Ali Wardhana, 
Minister of Finance, Head of the Delegation and Governor of IMF for 
Indonesia; Rachmat Saleh, Governor of Bank Indonesia and Governor of 
Bank/IDA/IFC for Indonesia; Arifin M. Siregar, Executive Director, 
Bank Indonesia, and Alternate Governor of IMF for Indonesia; 
Julianto Moeliodihardjo, Director-General of Monetary Affairs, 
Minister of Finance, and Alternate Governor of Bank/IDA/IFC for 
Indonesia, met with Mr. McNamara at the Sheraton Park Hotel at 9 a.m. 
on September 27, 1977. Messrs. Knapp, Husain, Koch-Weser and Baneth 
were also present. 

2. Mr. McNamara inquired about the general state of affairs in 
Indonesia. Minister Wardhana replied that the situation was developing 
well. Specifically, concerning Indonesia's relations with the Bank, 
Mr. Husain's visit had been very helpful, as are also the Bank's lending 
and work programs. There were no major problems in the relationship 
between Indonesia and the Bank. 

3. Mr. McNamara said that the Bank was planning substantial lending 
in Indonesia and to maintain support, we had to demonstrate continuously 
that the Government's program truly addressed the fundamental problems of 
poverty. The need to address this issue was one of the main reasons for 
our expanded technical and economic work program. We hoped to assist the 
Government's own efforts, notably in the field of Transmigration. The 
creation of a new Transmigration division under Mr. Sadove, a senior 
staff member, underlines the importance we attach to servicing Indonesia's 
needs in this high-priority area. 

4. Minister Wardhana said that the Government was also determined 
to address these problems. The Bank's interest and support were needed 
to implement the new strategy towards Transmigration. In particular, 
help was needed in identifying cultivable land, establishing a suitable 
organizational pattern, providing transport and other infrastructure. 
He had just given Mr. Husain a note on Indonesia's most recent efforts 
in these directions. Mr. McNamara warmly endorsed the new strategy of 
expanded transmigration targets, which would make a vital contribution 
towards alleviating the problems of Java. Replicability of the trans
migration projects, and therefore the avoidance of excessive costs, were 
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vital in this context. Even the Bank's own first project may have 
carried too high a cost per family. Mr. Husain noted that avoiding 
high costs was closely related to avoiding being unduly ambitious. The 
transmigrants were generally the poorest people in Java; their incomes 
could be much increased without seeking to raise them immediately much 
above the national average. Naturally, the potential for future increases 
should also be provided. Mr. McNamara concluded by noting that, beyond 
the target of 500,000 families to be transmigrated in the next plan 
period, further increases may be contemplated. The very ambitious nature 
of the target underlined the need to keep per-family costs manageable. 

5. Mr. McNamara then asked about Japan's attitude towards increased 
lending to Indonesia. Minister Wardhana said that at the ASEAN summit 
meeting, Prime Minister Fukuda had pledged Japan to "look favorably" 
upon providing up to $1 billion additional financing for ASEAN, provided 
sound projects were there. Mr. McNamara hoped that a large share of this 
would accrue to Indonesia. Mr. Husain noted that Japan had pledged a 
substantial increase in its commitments to Indonesia; the matter should 
again be discussed with the Japanese before the next meeting of the IGGI. 

6. Mr. McNamara said that despite earlier resolutions in its 
favor, notably by the London Summit, the general increase of the Bank's 
capital had not yet been implemented. This was needed by early next 
year at the latest, in order to provide the appropriate foundation for 
increased lending. Additional paid-in capital would not be needed until 
1983-84, and the amounts were small. While the Bank's management had 
not named a target figure for the proposed general capital increase, 
roughly $40 billion would be needed to allow continued expansion of the 
Bank's lending at an annual rate of 7% in real terms. This closely 
corresponds to the suggestion made by the Governor for the Netherlands 
that the Bank's capital be raised by about 100%, which would be about 
$38 billion. President Carter and several governors had referred to 
the general capital increase in their speeches. If a consensus emerged 
during the meeting, Mr. McNamara would call an informal meeting of the 
Executive Directors on October 4 to set up a time schedule. 

7. Minister Wardhana returned to the Indonesian situation, noting 
that though the economy was now in generally good health and promising 
further progress, one remaining area of major concern was that of food 
production; 1.5 million tons of rice had been imported last year, and 
the figure could again be reached this year. Governor Saleh explained 
that the main problem was that of pest infestation. Mr. Husain, noting 
that the problem was rendered particularly acute by the year-round 
cultivation practiced in Indonesia, which never provided any break in 
the pests' breeding cycle, added that the Bank has been examining this 
problem and is gearing up to help deal with it, notably by means of a 
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second agricultural research project, now under preparation. 

8. Mr. Knapp having referred to the decision again to allocate 
IDA to Indonesia, Mr. McNamara noted that various Part I countries, 
notably Australia, the United States and Japan had expressed their 
satisfaction with this decision. The Philippines and Thailand were 
also eligible again, but Indonesia's share would be much more important. 
Furthermore, in part because Indonesia was an oil exporter, much more 
attention is focused on it. Hence, it was all the more important to 
demonstrate that the funds channelled to Indonesia were used to promote 
development which benefitted all the population, including the very poor. 
Minister Wardhana expressed his full understanding of this aim. 

cc: Messrs. Knapp 
Husain 
Koch-Weser 

JBaneth:bcl 



TO : 

FROM : 

SU BJECT: 

WORLD BANK I INTER NATI ONAL FINANCE CORPORATI ON 

OFFICE MEMORANDUM URGENT 

Your Meeting with the Indonesian Delegation 
on Tuesday, September 27, 1977 

DATE : September 26, 1977 

1. You are meeting the Indonesian Delegation on Tuesday, 
September 27, 1977. In our earli~r brief to you we had mentioned the 
delay in negotiating a small enterprise project. I have since had dis
cussions with the Finance Minister and the Governor of the Bank of Indo
nesia, and suggest that in your meeting you do not raise the specific issue 
of delay in this project. I expect to resolve the specific issues at my 
level. 

2. There is a broader issue which would be more appropriate for 
discussion in your meeting. We are planning a substantial expansion in 
our lending program in Indonesia and this lending can be justified only on 
the basis of continued creditworthiness of Indonesia and our increasing 
contribution to the alleviation of poverty in the rural and urban areas. 
All poverty programs relate to a large number of people and, as such, they 
have delicate political and social aspects, and there is no way of financing 
an anti-poverty program without encountering political sensitivities; such 
is the case with the proposed program for small enterprises in Indonesia. 
What you should say to the Indonesians is that we are very conscious of this 
and, therefore, they and we should continue to explore ways and means of 
cooperation despite these sensitivities. You may wish to underline ,that 
there is no hope of a significant expansion of Bank lending without an 
important part of it being lent for poverty programs. 

3. I would also suggest that the tenor of your remarks should be 
reasonably positive. The Indonesians have listened to the Bank. They have, 
in IGGI and elsewhere, given great weight to our views and analyses and, in 
my mind, they have made a genuine effort to mobilize domestic resources and 
to improve the over-all management of their external economic relations. 
I think that with the extensive economic work we are planning in Indonesia, 
there is a good prospect of carrying our dialogue further. Again, I would 
suggest that you underline to the Indonesians the need for very close 
cooperation in the analysis of the issues of economic and development policy. 

cc: Messrs. Knapp 
Baneth 

SSHusain:bcl 
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