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CURRENCY EQUIVALENTS

1 US$ = Rupiah (Rp) 415

1 Rupiah = $0.0024

Rp 1 million = $2,400

Rp 1 billion = $2,400,000
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THE NEEDS AND OBJECTIVES OF REGIONAL PLANNING

CHAPTER I

REGIONAL DEVELOPMENT: THE GOVERNMENT'S PLANS AND THE POLICY ALTERNATIVES

Outline of Government Thinking

1. With the achievement of political and economic stability during
the first Five-Year Plan (Repelita I) a new range of issues is emerging
in Indonesia. These issues relate largely to matters of equity--of sharing
the benefits of economic progress--and they are producing a new concern
for regional planning and development because of the problems arising
from the wide disparities in social and economic conditions that exist in
the various parts of the country, and because of the realization that
sectoral planning alone may be likely to increase rather than decrease
these problems.

2. The case for formulation of a regional development policy during
the Second Five-Year Plan (Repelita II) rests primarily in the fact that
given the scale, differential population geography and social and economic
diversity of Indonesia, equity and social justice will not necessarily flow
from national and sectoral'plans 'that emphasize stable and efficient growth.
A basic imbalance in population distribution between inner and outer Indonesia
is compounded by the paradoxical situation in which the Outer Islands lag
far behind Java's economic and social development, yet are the main source
of Indonesia's current and potential wealth in natural resources (oil, timber
and tin alone account for the majority of the nation's total export earnings).
The picture that emerges is of a resource-rich, thinly-populated, and highly
dualistic group of Outer Islands keeping afloat a developmentally-privileged
but domestically-impoverished Java afflicted by mounting and serious popula-
tion pressures. Given these differences, national cohesion becomes a goal
to be continually strived for, not taken for granted. In its brief history,
Indonesia has seen all the turbulence of attempted regional separatism. There
were 21 local rebellions in the country's first 20 years, and these, combined
with vivid memories on the-part of the elite of colonial divide-and-rule
policies, led to an overriding concern with national integration in a
wholly monistic sense, and the creation of the world's second largest
unitary state.

3. Yet with achievement of a measure of political and economic
stability in the past five years, there is now a searching for a political-
ly-viable regional development approach that reflects the pluralistic base
of Indonesian society and obviates the need for'the totalitarian controls
that would otherwise be required to maintain unity in the long run. A
whole range of development problems is attracting-nat,onal and provincial
concern: overpopulation on Java alongside labor shortages in the Outer
Islands; what is considered to be a fairly rapid rural-urban migration
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and growing urban unemployment in some of the main towns; and the need
for greater social justice in the distribution of the benefits of economic
progress. Central to each of these concerns is the fundamental problem
of regional disparities in social and economic progress, and as a conse-
quence, regional and provincial development constitutes a principal
thrust of the Second Five-Year Plan.

4. In this plan there is a clear thrust towards a more integrated
and comprehensive approach of regional planning and concern for delegating
some tasks to authorities of lower order. The kabupaten and desa programs
are examples of effective development decentralization programs. In
addition, there is a special development program for border areas and
a program for critical (mostly food deficit) areas.

5. There is also concern for a more uniform system of data collec-
tion, processing and analysis, to facilitate the cooperation between BAPPENAS,
the sectoral departments of the central government and the provincial planning
units. In the long run, the intent of the Second Five-Year Plan is to move
towards the delegation of national development actions of a priori provincial
importance to the provincial authorities, after ensuring the smooth and well
coordinated functioning of the provincial planning units. This further
delegation of autonomy also implies a readJustment of the existent financial
relations between the provinces and the central government.

6. The principal objectives of Indonesian regional development,
as reflected in the Second Five-Year Plan, were formulated in a series
of directives by the country's Peoples' Assembly (MPR), viz:

(a) To achieve balance between regional and sectoral
development. Here the intent is to include regional
considerations in sectoral planning, and to set
regional equity alongside stable efficient growth
as a national objective.

(b) To reduce inequalities in the rate of development
between provinces. During the first five-year
planning period it was found that strictly sectoral
planning produced the greatest growth in those
provinces already well-endowed with infrastructure
and large-scale developments. This form of planning,
which increases rather than decreases disparities,
is to be countered by distributing development
activities to the poorest provinces.

(c) To help the provincial governments solve large-scale
provincial problems. This involves the balancing
of sectoral priorities with provincial development
priorities.
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(d) To improve the planning, development and taxing
capacities of the provinces. This involves both
efforts to increase provincial planning capability,
and the attempt to improve developmental management
capacities and resources.

7. These objectives were formulated within the framework of the
overriding national goal of unity--political, economic, social and
military--while recognizing several salient differentials that serve
to increase the need for unity:

(a) Java is endowed with infrastructure and is best
able to benefit from the development process,
along with isolated "islands" of development
elsewhere: Medan, Palembang, Ujung Pandang
(Makassar), etc.

(b) The greater part of the country is isolated from
the nation's and the world's channeis of communica-
tion and even though many of the Outer Islands have
good resources, they are afflicted by economic
dualism. Yet alongside the emptiness of the Outer
Islands is the population pressure that exists on
Java and Bali. This raises the question of transmi-
gration as a policy, to the extensive areas awaiting
development in Sumatera, Sulawesi and Kalimantan,
where resources are plentiful and labor is scarce.
But inadequate transportation and communications
limit the opportunities for transmigration.

(c) Provincial-central government relations raise an
equal problem -- how to devolve authority without
threatening national unity. The MPR directives
indicated that provincial autonomy should be
increased, but this raises the question of pro-
vincial planning capabilities. First, many out-
lying areas lack high-quality well-trained leader-
ship. Second, sound financial arrangements do not
exist that provide the income. Repelita II will
emphasize the implementation of plans in the
provinces, attempting to eliminate corruption and
provide better feedback with a sense of participa-
tion by the provinces. At present, national plans
are administered by national agencies in the
provinces without provincial participation or
consideration of sets of local projects, or inputs
of local information or needs.



(d) Yet skills remain weak in the provinces, and as yet
there is no consistency to provincial planning
efforts. This vill be attacked by a Presidential
decree requiring that the governor of each province
set up a provincial planning unit (BAPPEDA). Each
will have common functions and a common structure,
related to the provincial governor's office, and
each will require direct and active participation
by the provincial universities.

8. Given the above considerations, the MPR directives have been
translated by BAPPENAS into four regional development goals:

(a) To even out development between regions and to
prevent large differences in levels of development.
(A corollary goal is to contain the development of
Jakarta.)

(b) To reap the highest possible benefits from the
potentials df the different regions, both from the
national development point of view and from that
of the individual region. (This goal includes
transmigration.)

(c) To develop mutually profitable economic connections
(links) between Provinces in the context of a
unified national economy. (The creation of regional
groups of Provinces with respect to urban manu-
facturing growth centers is an associated objective.)

(d) To develop "backward" regions, "critical" regions,
and "border" regions.

9. The plan to regionalize Indonesia deserves further comment.
Two elements enter into this regionalization:

(a) The felt need to have some economic counter-thrust
to the expected politically-based demands for equity
in funding allocations that will emerge from increasing
provincial decision making autonomy; and

(b) The attempt to find an appropriate sub-national
supra-provincial base according to which both
regional equity and growth can be pursued by
promoting c6mplementary regional specializations.

10. There are two traditional types of regions in Indonesia:

(a) the 26 provinces represent the political division of
Indonesia into administrative sub-units, reflecting
historical socio-cultural ties;
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(b) some 70 port-hinterland regions reflecting the
export orientation of the modern sector of a
dualistic national economy.

11. Neither are viable and manageable ways of regionalizing the country
from the national economic planning viewpoint and, hence, taking into
account both actual and potential economic ties, the provinces have been
grouped for current working convenience into a hierarchy of ten and four main
regions, each with a prospective regional metropolis at its center (Jakarta,
Surabaya, Medan, Ujung Pandang). (See Figure 1.)

12. These regions are viewed as providing a means of bringing about
greater regional equity in the sectoral plans, achieving greater consistency
in the range of sectoral activities to produce the benefits of more complete
development complexes (e.g. concentrating industrialization programs in the
regional metropolitan centers at first, building up the appropriate infrastruc-
ture for such development, and ensuring that the instrumentalities for
effective forward and backward linkages are present), and producing regional
proposals and rating systems to be set alongside those of the sectors.

13. These will not be administrative regions, for implementation will
remain with the sectoral ministries and the provinces, but they will serve
as bases for giving guidance to existing activities and for making better
choices among alternatives:

"Although development will be analyzed region-
ally, the implementation of development will surely
be undertaken through the regular administrative
procedures. To raise the level of development in
a development region, cooperation between district
or provincial authorities within the region will
be seriously promoted, especially between the devel-
opment planners. Gradually, common planning efforts
will be promoted, to harmonize development planning
and policy within each region. The development of
each region will be guided by the inherent economic
potentials and the directions of past development.
Not only intra-regional, but also inter-regional
economic. links will be developed in order to activate
strong. national economic unit." 1/

The regional planning objectives of creating a hierarchy of main regions is
sound, but the specific boundaries and areas shown in-Figure 1 should be re-
examined on the basis of definitive regional economic analysis. This regional
economic analysis should focus upon the Indonesian urban hierarchy, and the

1/ Draft Repelita II, Chapter on Regional Planning.
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growth center planning related to it, for it is a truism of regional
theory that in traditional and/or colonial economies the region's activi-
ties determine the character and growth of the city but that, as a nation
modernizes, the nature of its cities determines the boundaries and the
nature of the growth of its regions. Thus, planning for a hierarchy of
growth centers immediately implies a resulting hierarchy of regions defined
by their economic relationships, communications, traffic flows, etc. to their
central cities.

Interrelationships Between Objectives

14. The MPR directives and BAPPENAS' translation of them can be
summarized in terms of the following seven objectives:

(a) to reduce differences in the level of development
among regions;

(b) to achieve a more equal density distribution of
population among regions;

(c) to reduce the concentration of urban activities in
the Jakarta area;

(d) to intensify the degree of interdependence among
regions;

(e) to develop each region's unused or underutilized
resources which have high development potentials;

(f) to pay particular attention to special regions; and

(g) to achieve a more equal distribution of income
within each region.

The implication of each objective and the interrelationships among them
will now be discussed.

15. To reduce differences in the level of development among regions -

this is the central objective in most regional development efforts. How-
ever, the achievement of this objective may conflict with the objective of
increasing aggregate national income. There are two basic reasons. One
is the geographic distribution of natural resources which are not usually
distributed equally among regions. Therefore, resource-based development
tends to take place at selected localities. Within Indonesia, there are
such areas within Sumatera, Kalimantan, Sulawesi and Irian Jaya, but such
development is limited to the geographic extent of the resources. Spread-
ing such development is either costly or impossible. Another factor is
the economies which can be obtained through agglomeration of activities.
For example, the rapid growth of Jakarta owes much to the interdependent
development of infrastructure investment and of urban activities, con-
centrated within a small area. Even though agglomeration economies may
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not continue after the agglomeration reaches a certain size, the present
situation of the economy is well within tie range where further concen-
tration would favor the efficiency of the economy. Therefore, the
policies which are aimed at promoting more equal development among
regions must be examined for their effects on the overall economic
development of the country; achievement of equity might seriously
jeopardize growth prospects.

16. The policy of providing infrastructure for promoting development
of a region would work well when the development constraint is the lack
of infrastructure. The exploitation of forestry resources in Kalimantan
and Irian Jaya would fall in this category. The provision of roads and
harbor facilities would significantly accelerate the development of some
parts of those areas. However, some of the islands of Nusa Tenggara would
not be improved much through the provision of physical infrastructure, as
natural resources are relatively poor. Providing a great deal of infra-
structure in these islands would be at the expense of greater opportuni-
ties for development elsewhere. Therefore, this policy cannot be depended
upon as a major instrument for achieving more equal development among re-
gions.

17. Another policy for achieving more equal development among
regions is to shift people to jobs. The long history of transmigration
schemes is a reflection of the government's long standing application of
this policy irrespective of success. By shifting people, it is possible
to provide them opportunity to participate in development. A typical
example is the migration of people from Central Java to booming areas
in East Kalimantan or Riau. They may become laborers in forestry or
the oil fields. Even if they cannot work in the directly booming
sectors, they may find jobs in related sectors such as construction,
trade and services. As long as the basic sector is growing, there will
be increasing demand for labor in related service sectors as well. Such
migration will continue until the net benefit from migration becomes
unattractive to potential migrants. The government can speed up this
migration process by providing information and training to the exteat
necessary and' by improving transport and communications.

18. This policy of accelerated migration would achieve greater
equality in development among regions without any obvious sacrifice in
the overall efficiency of the economy. However, there are some problems
associated with it. One is the hardship of leaving familiar places for
economic gain. Although such a hardship may be overcome by the expected
economic gain or be more than offset by the desire to explore new loca-
tions, the sense of abandoning the familiar is a drawback of this policy.
Another problem is the selectivity of people who wish to migrate. Migrants
tend to be better educated and relatively young. Therefore, the loss of
such young and able people from a less developed area may further reduce
the opportunity for development. However, in such areas as Java and Bali,
a reduction of population helps to increase the average farm size or lessen
the mounting pressure for further reducing the average farm size, and helps
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to increase per capita income. Thus in those areas where rural population
is highly dense, outmigration does not appear to influence adversely the
development of the area. In fact, all provinces in Java with the exception
of D.K.I. Jakarta have been major sources of migration.

19. The implication of accelerated migration to Jakarta is
accelerated population growth, which reduces the income advantage of
Jakarta vis-a-vis other parts of the country. Although there have been
complaints about the rapid growth of Jakarta in the past, in one way or
another it appears to be absorbing more than 100,000 immigrants every
year and still maintains relatively high income levels. There is a
significant "marginal" population, but even these people are better off
than their rural counterparts. An increased rate of migration into Jakarta
would result in the expansion of employment in the service and trade sectors
with each worker getting relatively less. But, such shift would improve
the distribution of income in the national context. Clearly, what is needed
is not the abolition of "becas", 1/ but encouragement of such labor inten-
sive activities with proper guidance and control.

20. Reference should be made here to transmigration as it is a
significant means, in the minds of policy makers, for implementing this
policy. Conceptually, government-sponsored transmigration schemes are
intended to encourage outmigration of people from the densely populated
island of Java to less populated Outer Islands where prospects for farming
are brighter. If the schemes worked as intended, they would achieve the
objective of equalizing development at both the sending and receiving
ends. However, past experience in transmigration schemes indicates little
success. Migrants appear to be responding primarily to financial incen-
tives provided during the initial settlement period. Their livelihood
thereafter has not been improved. As pointed out in Chapter III of
Volume II, this criticism does not necessarily imply that transmigration
should be terminated, but instead it implies that there is a need for
rethinking transmigration planning.

21. In the context of the rural parts of Java, which are among the
poorest in the nation, intensification of agricultural production, com-
bined with industrialization at selected locations, would help relieve
rural poverty. Agricultural intensification can be achieved by expanding
the system of irrigation to encourage multiple cropping with high-yielding
varieties. In addition the abundant labor available there could be more
efficiently utilized in manufacturing. At present there are numerous
small lown-productivity manufacturing establishments which can become the
basis for developing more productive establishments. Better organization,
training and marketing systems would help to raise their productivity.
These policies would also help to achieve the interregional equity objective
without significant conflict with the efficiency objective.

1/ Bicycle rickshaws, which are in abundance everywhere and very much
underemployed.
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22. To achieve a more equal density distribution of population among
reions - This objective is related to the first one examined above and
is thought, more implicitly than explicitly, to be part of the first ob-
jective. There are two arguments for this objective in relation to the
first. One is based on the assumption that the development of Outer
Islands requires an infusion of people, and that a greater flow of people
from Java to Outer Islands is necessary. The other is that Java can become
better off by depopulating through emigration. Thus, both arguments, one
for the development of Outer Islands and the other for depopulation of
Java, reach the same conclusion that greater migration out of Java is
desirable. Nonetheless, these arguments cannot be accepted without
caution.

23. First, the traditional pattern of population has been deter-
mined by accessibility, soil fertility and the natural process of selection
during the past several thousand years. As a result, an equilibrium has
been achieved between population density and soil capability, particularly
with respect to grain crops, given indigenous levels of agricultural tech-
nology. Therefore, areas with low density usually have much less fertile
soil than others. Discovery of natural resources and development of export
crops during the colonial and post-colonial periods have, of course, changed
the fertility or productivity map of the country, and to that extent, ad-
justments are taking place in the distribution of population. In spite of
these adjustments, some areas are still without apparent productive resources.

24. Second, even though there.are in some areas resources with which
migrants can start productive activities, the costs of development must
be taken into account. Analysis shows that transmigration schemes on new
land based on sawah have an internal rate of return in the range of 4 to
6% under relatively favorable conditions in the Outer Islands. On the
other hand, industrial development which is taking place in and around
Jakarta has a rate in excess of 10%. However, it is also known that
some new types of estate development and smallholder development based
on nucleus estates in the Outer Islands have very high rates of return.
Therefore, overgeneralization on the relationship between the population
density and the level of development is not warranted.

25. Thus, the objective of achieving a more equal density distribu-
tion of population among regions cannot be viewed as a derived objective
from the first. Instead, it should be taken as an independent objective
based on other social and political grounds. There are some understandable
reasons. Greater population certainly strengthens regional political
power and supports high quality, specialized, infrastructure, e.g. more
frequent air services to a greater number of destinations. The implication
of population-equalizing policies for the efficiency objective is similar
to those of the income-equalizing objective. Unrestrained policies for
equalizing population density within the country necessarily lead to a
significant divergence of the population distribution from the distribu-
tion of productive potentials. Only a gradual move toward achieving
this objective appears justifiable in view of the priorities given to
various goals by the Government.



26. To reduce the concentration of urban activities in the Jakarta
area -- The degxee of concentration of urban activities in Jakarta is
very great, in finance. Half of the Central Government taxes is paid
in Jakarta and two thirds of the GDP derived from banking and other
financial intermediary activities originates in Jakarta. Therefore, it
appears quite reasonable, for political reasons, to aim at reducing
the size of Jakarta.

27. There are a number of policies which might contribute to this
objective. Such control tends to act against the objective of equalizing
development among regions, however; increased migration to Jakarta would
achieve the income equalizing objective, whereas it works against the
objective of reducing the relative weight of Jakarta. However, there
are a number of policies which would help to scale down Jakarta, with
varying impact on the income equalizing objective.

28. One is the policy of restricting migration to Jakarta. Despite
its ineffectiveness, the present closed-city policy falls in this category.
If the policy were effective, the consequence would not be desirable: due
to the increase in the demand for labor, the labor market would become
tighter and the wage rate would go up. Even though this situation is fa-
vorable to those presently residing in Jakarta, the opportunity for people
outside to participate in the prosperous development in Jakarta would be
eliminated. The relative weight of Jakarta might be restricted, but both
efficient use of resources and promotion of interregional income equality
would be prevented.

29. Another conceivable policy is to restrict the supply of infra-
structure in Jakarta in order to curb its growth. As the amount of
infrastructure investment saved in Jakarta can be transferred elsewhere,
the detrimental impact of this policy on aggregate growth may not be
substantial. But nonetheless economies gained through metropolitan
agglomeration would be lost. In addition the application of this policy
to a meaningful extent may not be politically feasible. First, refraining
from infrastructure investment in Jakarta to the extent that the flow of
immigration is reduced-would give rise to political complications from
the residents, poor and rich alike, which would not be acceptable to
policy makers. Second, the provincial government of D.K.I. Jakarta has
its own resources from which a substantial amount of necessary infrastruc-
ture investment can be made. Only 4% of the provincial development ex-
penditure in Jakarta was financed by central government transfers in lieu
of ADO during 1972/73. Even when the direct development expenditure from
the central government is included, the share of the central government
resources in development falls short of 50% (44% in 1972/73). For these
reasons, the policy of restricting infrastructure investment might become
a supplemental policy for achieving the objective in question but can
hardly be used as a major policy tool.

30. Another possible policy is to restrict private investment in
Jakarta through disincentives and restrictive licensing. Large shares
of non-resource oriented investment are to be made in Jakarta. If
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investment in Jakarta is restricted through government regulations, the
implication would be as follows: those establishments which cannot
satisfy the demand for their product elsewhere, such as hotels and
restaurants for tourists and trucking companies, would not come into
existence, and many manufacturing establishments would locate else-
where, including other countries. The reasons for many manufacturing
establishments preferring to locate in the Jakarta region include access
to the major market, which is Jakarta, and better infrastructure. It is
not possible within a short span of time to alter the distribution of
demand to the extent that Jakarta would cease to be the major market.
But, infrastructure can be improved elsewhere to lessen the relative
attractiveness of Jakarta. Therefore, if industrial decentralization is
to be achieved in Indonesia without any significant loss of investment
opportunities. for the resources available within the country as well as
from abroad, attractive alternative locations must be provided. The
government is planning four such major industrial development areas
(Medan, Cilacap, Surabaya and Ujung Pandang) outside of Jakarta. Infra-
structure improvement for manufacturing investment at such selected loca-
tions appears to be an appropriate policy, since it would encourage manu-
facturing decentralization without sacrificing economies of size and
concentration.

31. In order to stimulate development of selected areas outside of
Jakarta, improvement should take the form of a package of policies, and
transportation and communication systems also must be improved. A signi-
ficant reason for many manufacturing establishments preferring Jakarta
is a relatively good supply of information. For example, it is possible
to call Tokyo or New York by telephone from Jakarta within a few minutes
and converse with clear audibility, but a telephone call from Jakarta
to Bogor, a mere 40 km away, takes hours and, if connected, conversation
is obstructed by interference. Similar problems exist in transportation.
Partly due to economies of scale in shipping and partly due to poor port
facilities elsewhere, most international liners only stop at Tanjung Priok,
the port of Jakarta, and interisland shipping services within the country
are inefficient and unreliable. Those conditions are obviously unfavorable
to the development of growth centers outside of Jakarta.

32. As stated above, the improvement in transportation and communi-
cation systems within the country would help to decentralize manufactur-
ing and other urban activities from Jakarta. The next question is its
implication on the growth of aggregate national income and product. Such
a comprehensive question has not been studied seriously before. Trans-
portation and communication studies in the past have given attention to
specific investment projects and have been evaluated on the basis of
traditional economic criteria, among them the internal rate of return
based on benefit calculations made in terms of cost savings for projected
demand. Such studies have neglected the benefits accruing from induced
demand and, in addition, the benefits accruing from reduced interregional
differentials in development. Therefore, the transportation investment
projects coming out of such studies are likely to be conservative.
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33. Another point which should be considered in developing policies
for reducing the weight of Jakarta is the geographic aspect of decision-
making in the government. The more concentrated geographically the
government decision making, the more concentrated is private activity.
Corporation headquarters, financial institutions and major trading corpora-
tions prefer location close to the place where crucial government deci-
sions are made. At present, the power of the Central Government is over-
whelming. Therefore, the concentration of major corporations in Jakarta
is to be expected. The promotion of development outside of Jakarta,
therefore, requires changes in the geographic distribution of authority
in public administration.

34. There are three obvious means for achieving thi.s policy. One is
to reduce the power of the government as a whole, another is to strengthen
regional offices of the central government, accompanied by corresponding
reductions in the functions of the central government headquarters in
Jakarta, and the other is to transfer some of the central government
functions to provincial and local governments. Given the present situa-
tion of the economy and the Government's goals and objectives for develop-
ment, neither of the first two can be a major tool, but the third can.
Further analysis and recommendations on the institutional aspects of devolu-
tion of power are presented in Chapter V.

35. To intensify the degree of interdependence among regions --
This objective is another way of stating the desirability of promoting
specialization among regions. If interdependence or specialization are
enhanced through the abolition of artificial means of maintaining self-
sufficiency (such as an inter-island transfer cess), the efficiency of
the economy would be improved. Interdependence or specialization among
regions can be promoted by reducing frictions to the flow of goods,
people and information. If transportation and communication become
cheaper, faster and more reliable between parts of the country, national
income and product will be increased through specialization and inter-
regional differentials in development will be reduced as the economy
approaches spatial equilibrium. Therefore, this objective is consistent
with the traditional development objective and the first regional devel-
opment objective stated above. Its relationship with the second regional
development objective -- a more equal density distribution of popula-
tion -- would not be problematic either. Improvement in transportation
and communication would accelerate the flow of migrants to those parts
of Outer Islands which are presently growing fastest. Its' relationship
with the third objective appears conflicting at least in the short run.
When improvement in transportation and communication is made without
counterbalancing improvements in alternative urban centers, the flow
of migrants to Jakarta would accelerate at least until the relative
attraction of Jakarta diminishes significantly through a large immigra-
tion of a marginal population.

36. To develop in each region unused or underuzi_':>ll resources
which have high development_ otentials -- By definition th is objective
is consistent with the economic growth objective. A real question is



which resources have high development potentials, and to answer this
question, competent sectoral and regional studies are called for. In
particular those regional studies by which new developable resources are
discovered through a regionally coordinated program for different sectors
would suit this objective perfectly. On the other hand, independent
piece-meal efforts for the development of Lampung Province by the
Department of Transmigration, Department of Public Works, Provincial
Government and other government and private organizations have not
brought the resources of the Province into the most effective uses.
Coordinated regional development efforts are necessary to achieve this
objective.

37. To pay prticular attention to special regions -- Special regions
refer to "backward" regions, "critical" regions and "border" regions. To
pay particular attention to backward regions is a part of the first ob-
jective, to reduce the disparity in development among regions, but addi-
tional emphasis is placed in Repelita II on the development of several
rar'ier less-populated regions such as Jambi, Benkulu, Central Kalimantan,
Central Sulawesi, Southeast Sulawesi, West Nusa Tenggara and Maluku, and
.nr -inral subvention of at least Rp 1 billion to finance development
expenditure in every province has been proposed and put into practice.
The reasons for providing a certain minimum development expenditure for
every province regardless of size are said to be rectification of the
lack of absorptive capacity and limited manpower, but the real reason
appears to be political, i.e., a province corresponds to a certain ethnic
group and, therefore, demands a certain share as a province unrelated to
the size of its population. From the viewpoint of national unity, which
is a verv significant goal of the government, the above rule for the
allocation of development resources cannot be justified. If certain
provinces require special attention, due to lack of absorptive capacity
and limited manpower, development expenditures should be earmarked for
training programs to remedy these specific problems.

38. Critical and border regions are defined largely on the basis
of political considerations such as political instability and proximity
to other countries. Thus, the issue is an internal political matter on
which outsiders are not qualified to comment.

39. To achieve more equal distribution of income within each
region -- So far, the regional development objectives which have been
discussed relate to relationships among regions within the country,
rather than to the relationship of parts within a region. At the level
of an individual region, it is possible to list similar development
objectives to those already discussed in the context of regional devel-
opment at the national level. However, since most of the discussion
would be repetitive, only the most important objective at the regional
level is discussed here.

40. The disparity in development within regions is as large as
thaL among regions. The problem is particularly serious in provinces
in the Outer Islands, as their development is largely based on resource



extraction, which is often carried out in enclaves. The enclave nature
of development is most serious in the case of oil. Even though the
Province of Riau has a per capita GDP twice that of Jakarta, a large
segment of Riau's population lives totally independent of this develop-
ment. Provinces which are growing through intensified forestry extraction
are slightly better off; more people are involved in this sector and
additional people can be involved when wood processing industries start.
Nonetheless, the income distribution in such provinces does not allow
optimism. Serious efforts should be directed to pulling more people
into the sphere of developing activities.

41. The objective of upgrading less developed parts of a region
can be approached from two sides: goods and people. On one side, the
hinterland of a growth center should try to supply goods, primarily
agricultural food crops to the growing area. This strategy calls for
(a) construction and/or improvement of feeder roads linking the growth
center to potential supply areas of food crops, azi.' (b) agricultural
extension services in the potential supply areas to provide marketing
information and necessary production information for crops demanded at
the growth center. There are some hopeful signs in this direction. In
both West and South Sumatera, new farming, which developed for supplying
vegetables to growing urban markets within these provinces, has started
exporting vegetables to Singapore.

42. Another way of having more people participate in the growing
economy is to send workers there. This can be done through short-
distance commuting by bus, or through migration to the growing center.
People may work directly in directly productive sectors or in service
sectors such as restaurants and trading. The government should make
the participation of neighboring people easier by providing bus services,
job information and assistance in housing at the destination. One con-
ceivable way of spreading development within a growing region or
province is to restrict immigration from outside. Effective as such
a policy may be for tightening the labor market in the region and
raising wage levels, this policy conflicts with more basic objectives
of efficient allocation of resources and national integration. The
development policies at a lower level cannot be a replica of policies
at the national level.

43. On the whole, the conflict of the objective of equalizing
development among regions with the objective of aggregate economic
growth is not substantial in Indonesia,.thanks to relatively favorable
resource endowment in Outer Islands. Both objectives can best be served
by increasing the mobility of labor. This-policy turns out also to
be the desired policy for achieving a more equal density distribution
of population among islands, except for Jakarta. And although the
present transmigration schemes require serious reexamination, the shift
of population out of Java should continue at rates consistent with the
absorptive capacities created by development elsewhere. Such rates of
migration may be too low to satisfy some policymakers, but such a move
toward this objective can be made without sacrificing the other previ-
ously-stated objectives.
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44. A real conflict with other objectives exists with respect to
achieving the objective of reducing the concentration of urban activities
in Jakarta. Blanket restriction on investment and migration to Jakarta
would jeopardize the economy through a substantial reduction in the
country's manufacturing investment and by intensifying income differen-
tial with the rest of the country. Moreover, investment is required
in Jakarta and the other urban areas to mitigate urban poverty and
raise the incomes of the urban poor. Achieving this objective without
conflicting with the other two objectives would require a policy package
which should include the follvwing: (a) to decentralize the structure
of government decision making, (b) to improve infrastructure at selected
locations within the country, (c) to restrict investment in Jakarta
which can be made elsewhere in the country and provide incentives for
locating investment in the selected growth centers, and (d) to improve
transportation and communication systems connecting various parts of
the country, particularly telecommunication and interisland shipping.

45. Other regionally-oriented objectives can be served generally
by pursuing the conventional development objectives. Greater interde-
pender.ce among parts of the country can be promoted by improving the
physical and institutional infrastructure in transportation and communica-
tion. More efficient use of resources in each region can be made through
thorough examination of development potentials. In addition, however,
a remark must be made about the regional approach to development in
preparing a development program for each region or province. A region-
ally-oriented study must examine the development potential of a region
by developing a coordinated program of various sectors so that it is
able to identify development potentials which remain unidentified by
independent sectoral studies. Furthermore, policies necessary for
achieving spatially-oriented objectives for regional development, such
as to integrate the enclave development with the rest of the regional
economy, should be an outcome of any such study.

Re uirements for Rational Decision-Making

46. Effective implementation of the regional development policies
identified in the preceding section requires a framework for regional
development decision making which is conducive to the policy orientation.
Among various elements which comprise the framework for regional develop-
ment, the allocation of public development resources, planning organiza-
tion, regional development studies and the staff capability for regional
development planning will be discussed below.

47. The Allocation of Public Development Resources -- Public dev-
elopment resources are expended at the central, provincial, kabupaten
and desa levels, and the relative size of the resources follows this
order. For the three years starting FY 1969/70, nearly 70% of all
public development resources was to be spent directly by the central
government and about 23% by the provincial governments as a group, thus
leaving only some 8% for kabupaten and desa governments. However, the
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real influence of the central government is greater than the figure
indicates, as most of development funds at the lower levels of the
governments come from the central government. Thus, the question of
resource allocation depends primarily upon the policy of the central
government.

48. The spatial distribution of development projects directly
financed by the central government is shown in Table 25 in Volume II,
in which development projects located in D.K.I. Jakarta for the purpose
of maintaining the activities of the National Government itself are
excluded. During the three years since 1969/70, South Kalimantan
received three times as much on a per capita basis as the national
average. However, the disparity among provinces is not alarming.
Fifteen provinces received per capita resources of Rp 400 to 8n0 per
year. The provinces that received more than Rp 800 were D.I. Aceh,
D.K.I. Jakarta, and East and South Kalimantan, and those below Rp 400
were Central and East Java, West and Central Kalimanta1 .. and West and
East Nusa Tenggara. Generally those provinces that received a greater
amount are of high income and those that received a less amount are of
low income. Therefore, the net impact of the spatial allocation of the
development projects of the central government might have been to widen
interregional income disparities. However, this inequality may have to
be accepted in order to encourage the growth of the areas having high
development potentials.

49. Special attention should be paid to the per capita development
expenditure of the provincial governments, which varies from Rp 30 to
Rp 1,458. As much of the development expenditure of the provincial
governments is financed by the transfer from the central government in
lieu of ADO (51% for all provinces), 1/ the provinces which had the
largest proportion of exports received the largest proportion of devel-
opment resources. As a result the provinces in Sumatera, Kalimantan and
Sulawesi are generally in a favorable position, while the provinces of
Java (with the exception of Jakarta) and West and East Nusa Tenggara
suffer from a shortage of resources. It is to be noted that the distri-
butional bias of the centrally financed development projects is similar
to that of the development expenditure by the provincial governments.
Superimposing development expenditures of these two highest levels of
government, it becomes clear that Central and East Java and West and East
Nusa Tenggara have received least on the per capita basis. Development
expenditures for the Kabupaten and Desa Programs are largely in proportion
to population and, therefore,-do not alter the pattern of distribution
already described.

1/ The transfer of revenue according to ADO-has ceased and been replaced
by a system of Provincial Development grants.
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50. The general picture of the spatial allocation of development
resources in Indonesia is, therefore, in conflict with the objective
of reducing income disparities. As many of the centrally financed
projects are based on the economic productivity criterion, a certain
degree of counter-equalizing bias must be accepted. But, the most
arbitrary and disturbing element was the central government's transfer
in lieu of ADO. 1/ The past practice amplified the inter-provincial
income and development disparities. What is more, this amplification
was made without any support on grounds of efficiency. For a discussion
of possible alternative criteria, see Chapter II.

51. Planning Organization -- As stated before, regional development
planning has dual objectives: (a) to improve the efficiency in resource
allocation through integrating sectoral projects and programs in each
region, and (b) to reduce interregional disparities in development.
The first objective can be achieved more effectively by planning efforts
in 2ach locality, while-the second objective can only be served by an
orgnnization of the central government. For both cases, the respective
pla-ning organization should monitor and coordinate plans and programs
of sectorally oriented government organizations. A more detailed
discussion on the issue of planning organization is presented in the
next chapter.

52. Regional Development Studies -- There are needs for regional
development studies at two different levels; the national and regional
levels. At the national level, studies should be oriented to the form-
ulation of national strategies for regional development. The central
government should be concerned with regional development policies having
country-wide or supra-provincial implications and the provincial govern-
ments with efficient use of resources and the distributional issues within
the province.

53. Specifically, the central government should undertake the
following studies periodically: (a) the interpretation of regional
development goals and objectives, (b) the identification of development
potentials of regions, (c) a projection of development for each region,
(d) the assessment of the spatial implication of the projected develop-
ment, (e) the identification and evaluation of alternative regional
development instruments, and (f) a formulation of regional development
policies. The first study would be an attempt to translate regional
development goals and objectives to operational criteria. In this
connection, regional goals and objectives would be related to national
development goals and objectives. A major task is to evaluate the
relative significance of reducing interregional disparities of income
to increasing national income. The second is obvious, and the third
is a projected based on the current conditions and policies. The

1/ The transfer of revenue according to ADO has ceased and been replaced
by a system of Provincial Development grants.
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fourth would compare the projected development with the initially
identified regional development goals and objectives. The fifth would
identify and evaluate systematically the available policy instruments
for regional development. These would include alternative transportation
development programs, industrial location policies, and the distribution
of infrastructure. The last study can be completed with inputs from all
the preceding studies. Alternative policies would be evaluated and
compared with request to regional and national development goals and
objectives.

54. At the provincial level, similar studies would be needed
reference to parts of the province as related to the province as a
whole. In addition, physical planning studies would be needed for
specific areas where significant development is expected or encouraged.
The studies should aim at controlling and guiding future development
of the area by planning necessary infrastructure and devising developing
policies for anticipated private and public developmeLt. The province
of Lampung, for example, requires exactly such a study.

55. Staff Capability - In addition to necessary administrative
duties, both central and provincial governments should have staff capa-
bility at least to supervise and hopefully to undertake the respective
studies described above. As it is more difficult to strengthen staff
capability for all provinces, the first task would be to strengthen the
staff capability at the central government level so that assistance can
be provided from the central government to provinces as need arises.
This question is taken up in the last chapter of this volume.
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CHAPTER II

ORGANIZATION AND PROCEDURES FOR REGIONAL PLANNING

National, Sectoral and Regional Planning Relationships

Introduction

56. Regional planning can be organized in a number of different ways,
depending, inter alia, on the historically determined pattern of political
institutions and the stage of economic and social development. Indonesia
is seeking a new pattern of planning within its unitary constitution.
Whichever way one looks at planning 1/, if it is to be realistic and even
moderately successful, administrative, procedural and staffing arrangements
have to be created which will facilitate an iterative process of adjustment
between macro and micro (project) planning on the one hand, and between
sectoral and spatial planning on the other hand.

Levels of Planning

57. There are five levels of economic and social planning in Indonesia,
corresponding to the five administrative levels: at the center, through
BAPPENAS and the central government departments (24); in the provinces (26),
headed by Governors; in the kabupatens (218), which are rural districts
headed by Bupatis or Regents, and in the kotamadyas (64), which are larger
towns headed by Walikotas (Mayors) 2/, in the kecamatens (about 3,000),
headed by Camats; and in the desas (about 60,000), which are villages headed
by Lurahs. There are elected assemblies at the provincial and kapubaten/
kotamadya levels, but their legislative powers are limited, and their main
functions appear to be to scrutinize annual budgets. Thus Indonesia has a
rather complex system of local government, with each level carrying out some
more or less rudimentary planning, but each level could be provided with

1/ Throughout this report where "planning" is unqualified, it refers to
economic and social planning and not to physical planning.

2/ Kabupatens and kotamadyas are regarded as being at the same "second
level of autonomy" in local government, although kotamadyas tend to be
more autonomous because they have been more efficient in developing
their taxing powers.
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effective planning machinery 1/, and in this respect Indonesia is fortunate
because the key to successful planning a.ad development at the grass roots
level is a system of local administration or local development institutions,
which have immediate access to and are accessible to the people.

Planning at the Center

58. (a) BAPPENAS. The overall responsibilities for planning in
Indonesia is entrusted to the National Planning Board (BAPPENAS), the
Chairman of which is directly responsible to the President. The Chairman
is also Minister of State for Economy, Finance and Industry (EKUIN)-- a
supra-coordinating Department of State--and Chairman of the Committee for
Economic Stabilization. Assisting the chairman is a Vice-Chairman, who is
also Minister of State for Administrative Reform, and five Deputies and a
Secretary-General. Two of the Deputies are in charge of sector departments,
one is responsible for monetary and financial planning, one for programming
and progress and the fifth handles regional planning. The Secretary-
General is in charge of all administrative, accounting, training and
personnel services.

59. BAPPENAS is not only a planning organization, but, because it
also has budgetary functions -- the allocation of development expenditures
-- it has in theory considerable leverage for ensuring that its plans are
put into practice, an aspect which needs to be considered at the local
government level. Despite this leverage and despite the important posi-
tions held by its Chairman and Deputy Chairman, however, BAPPENAS is not
as effective a planning and development institution as it could be and
should be. particularly with respect to the processing of projects and
progress reporting. Much of its staff is in need of up-grading through
education and training courses, particularly in all aspects of project
planning.

60. The deputy for Regional Planning currently has three Bureaus
responsible to him: one for Physical, one for Economic and one for
Social Regional Planning. The total staff of the three bureaus is 14 --
but many of them work only part-time and most are in need of upgrading
through training -- plus two regional planning Advisers provided by the
Dutch and Japanese Governments. Hitherto, the regional planning efforts

1/ There are too many levels of local government, and there is no place
in the olannine machinerv for the kecamaten. There are two other
echelons of local government in some areas, which are the relics of
colonial days. There are the Residencies (between the Provinces and
the Kabupaten) and the Kawedanans (between the Kabupaten and the
Kecamaten). However, these echelons are likely to disappear over
time. The Camats might well become Deputy Bupatis. In what follows,
we refer to only four levels of planning, three at the local level:
the provinces, the kabupatens/kotamadyas and the desas.
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of BAP'PEtNAS have not been effective -- largely because Indonesie.'s past
development strategy did not give sufficient emphasis to the spatial
aspects of economic development and partly because regional planning
involves much more than planning at the center.

61. (b) Central Government Departments. Not only do the Departments
of the central government generally have planning units, but frecuently
each Directorate-General within each Department has its own planning unit.
This seems to be a reflection of the fact that the rationalization of the
old ministries, which was started in 1966 and which reduced the number of
ministries from over 100 to 24 Departments, 1/ is not yet complete. Thus,
a number of the older ministries were joined together with a smaller number
of Departments, but there is still excessive compartmentalization, with far
too many poorly trained and very poorly paid civil servants who have to
take outside jobs to make a living. The effectiveness of sectoral planning
at the national level would probably be increased by having only one strong
planning unit for each Department, acting as the planning arm of the Minister,
and having responsibilities for assisting the minister to coordinate the
planning operations of all Directorates-General and agencies of the Depart-
ment. The staff of these planning units need training in project planning
and with respect to the spatial aspects of macro and project planning (see
Chapter V).

Planning at the Peripher

62. At the second level of planning are the provincial governments
headed by Governors, who are appointed by the President after receiving
three nominations from the provincial assemblies, submitted through the
Minister of Home Affairs. The President does not have to accept any of the
nominees, can appoint someone else and has in fact, on occasion, done so.

63. The provincial government organization is an exceedingly
complicated and confusing one, which many of the officials involved are
not clear about, and there are variations from province to province in
both nomenclature and in the organization and composition of provincial
departments. In general, however, the provincial Governors have two
kinds of departments responsible to them: "vertical jawaten", headed by
central government, seconded civil servants (nominated by the relevant
central government department) and "provincial dinas", the entire staff
of which are appointed by the Governor. In addition, a number of central
government departments, such as the Central Bureau of Statistics have
field offices at the provincial, kapubaten/kotamadya and kecamaten levels,
which are not in practice responsible to the provincial Governors, although
Presidential Decree No. 17 states that provincial Governors have the power

1/ 18 Departments, headed by Ministers and 6 Offices of coordinating
Ministers of State.
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and authority to coordinate the activities of all central and local govern-
ment departments within their provinces, and be the sole administrative
authority within the provinces, but just what this involves is not clear.

64. Just as the Governors have divided loyalties and responsibilities
-- to the Ministry of Home Affairs in the Central Government and to the
provincial assemblies -- so the jawaten heads have dual responsibilities
and loyalties. As pointed out earlier, the legal position of the provinces
is not entirely clear, and the existence of a number of levels of local
governments creates potentials for conflict and indecision where the divi-
sion of responsibilities is unclear. It is evident that the respective
functions of the national and local governments need to be more clearly
defined, and procedures must be introduced for quickly and effectively
resolving conflicts and seeing that decisions are not put off for want of
clear lines of responsibility. The authorities are seized of this crucial
aspect of planning at the regional level, and this question is taken up
again in paragraph 76.

65. Out of the 26 provinces, only 17 have Provincial Planning Boards
or BAPPEDAS or Bakoptas, as they are variously called 1/, which are responsi-
ble to the Governors. They vary considerably in organization, in the number
and quality of their staff and in effectiveness. Despite several differ-
ences, they are in general representative of three categories of people:
some of the jawaten and dinas department heads (mainly the economic ones),
some of the staff of the provincial universities and some of the local civil
servants of the BAPPEDAS. In some provinces there are the BAPPEDAS proper,
the BAPPEDAS Secretariats and Advisory Boards.

66. At the request of BAPPENAS, the staff of the provincial universi-
ties provided considerable technical assistance in the preparation of Pro-
vincial Development Plans for Repelita II. 2/ Some of the plans, which
are in Bahasa Indonesia, are formidable documents running into several volumes.

67. In most of the Provinces which have BAPPEDAS, the Bupatis were
requested to submit kapubaten development programs, and some of the Bupatis
solicited ideas from the Camats and Lurahs. No doubt a number of the ideas

1/ For the remainder of this report these provincial planning units will
be referred to as BAPPEDAS, as this is now the accepted term as embodied
in a Presidential Decree of March 10, 1974.

2/ This service by the Provincial Universities was rendered out of a
sense of service to the community, but there is an undercurrent of
discontent over the inadequate financial rewards. A number of Pro-
vincial Universities expressed the view that, while individual staff
members should not be prevented from entering into individual contracts
with BAPPEDAS, in future help from the Universities ought to be coor-
dinated by the Universities themselves.
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from the desas, kecamatens and kabupaten and even the provinces are ill-
defined. impractical and uneconomic, 'ut there can be no doubt that a
praiseworthy start has been made to initiate an essential dual approach to
planning -- upwards from the grass roots level as well as downwards from
Bappenas. If hopes are not to be dashed and regional planning not dis-
credited, every effort must be made to take the desa and kabupaten-level
ideas and make them into acceptable, viable projects and programs. An en-
couraging start has been made with the Kabupaten Inpres and Desa programs,
but all the BAPPEDAS visited reported a serious shortage of trained planners,
and said they needed economists and other professionals trained in the spa-
tial aspects of development and in all phases of project planning -- identi-
fication, preparation, evaluation and implementation. One progressive Gov-
ernor, however, had implemented an imaginative program of in-service training
within his own secretariat. His aim Ls to have one trained executive in
every village with correspondingly larger numbers in the kecamaten, kabupaten
and provincial levels. All the officials contacted in the provinces, with
one or two exceptions, enthusiastically supported the idea of a nationally
organized and coordinated training scheme for training planners at different
levels of sophistication for the different levels of local government. 1/

68. The Bupatis are appointed by the provincial Governors from persons
nominated by the kabupaten Councils after formal approval by the Mlinister of
Home Affairs. The kabupatens have a similar but smaller number of Jawaten
and Dinas, but they have neither mini-BAPPEDAS nor any effective planning
assistance. The Camats are direct appointments by the Mlinister of Home
Affairs and it is difficult to see what useful development function they
can perform, except perhaps as Deputy Bupatis for supervising the Desa pro-
grams. Lurahs, on the other hand, are (in theory) elected by Desa Councils,
but they also have neither departments nor any planning assistance.

Proposals for Reform

At the Center

69. It is recognized by the Government that, if regional planning is
to have any practical meaning, changes will have to be made in organization
and procedures and more and better trained staff provided at the recommended
four administrative/planning levels. Some reform measures have already been
introduced and others are in an advanced state of preparation.

70. The draft Repelita II devotes a large chapter to regional planning.
Besides sections on goals and policies, organization and procedures, the
draft contains plans for all the provinces, which were prepared from sum-
maries of the provincial development plans submitted by BAPPEDAS in advance
of the completion and printing of the main documents.

1/ There has been a tendency in the past to send only senior officials
nearing retirement for training, and the good trainees tend to get
kept at the Center.
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71. Symntonatic of the increasing emphasis given to regional planning
was the recent appointment as Deputy for Regional Planning of a respected
economist who has had extensive experience of regional planning at the
provincial level, and who in fact was responsible for establishing the
first BAPPEDA. The recognition that as much emphasis must be placed on
planning in the regions as on planning by the central planning authority
for the regions, is the first prerequisite for successful regional planning.

72. As soon as work on Repelita II is complete, the Regional Planning
Division 1/ will be reorganized and provided with additional staff. In
place of the existing three functional bureaus, there will be five new
bureaus: three Regional Bureaus, responsible for coordinating planning by
the central and local government sectoral departments in three "regions" of
Indonesia; a Spatial Planning Bureau and one Special Bureau. It would be
desirable to have four instead of three Regional Bureaus, corresponding to
the four regional planning areas proposed by BAPPENAS 2/, but the Presiden-
tial Decree authorizing the reorganization permits only five bureaus, and
it is considered necessary to have a bureau to monitor the spatial aspects
of sectoral plans, programs and projects and another to look after special
projects such as the Kabupaten-Inpres and Desa (village) programs and for
coordinating studies and technical assistance.

73. In addition to reshaping the organization of the Regional
Planning Division, the Division will have to recruit more and better
trained staff and give training to some of its existing staff 3/. In
the short-term some of the additional manpower will have to come from
foreign technical assistance. Specifically, four consultant advisers
appear desirable to strengthen the office of the Deputy: a regional
planner/economic geographer, a project planning economist, a fiscal
economist and a training consultant. Agreement was reached recently
with the Ford Foundation to provide the training consultant, and he has
started work. High priority should be given to filling the other suggested
posts.

74. It will naturally take some time before the revitalized Regional
Planning Division of BAPPENAS will be in a position to undertake compre-
hensive regional planning by its own staff. Initially, it will have to
establish and maintain good working relationships with and gain the con-
fidence of the sector divisions within BAPPENAS, the planning units of the
central government departments (particularly the Ministry of Home Affairs)

1/ The literal translation of the title from Bahasa Indonesia into English
is "Deputyship for Regional Planning", but "deputyship" is an unfamiliar
word and rather clumsy, so it has been replaced by "division".

2/ Vide: paragraphs 11-13.

3/ The question of training is taken up in Chapter V.



- 28 -

and the BAPPEDAS and other local government planning units. At the same
time it will have to concentrate its scarce manpower rescurces on the
following more limited but nevertheless important tasks:

(a) devise a rational and equitable system of revenue
sharing between the provinces, and the Central
Government, which in turn should be framed after
consideration of inter-provincial economic, financial
and revenue resource flows (see paras 78-83);

(b) draw up and implement programs to train people
in macro, regional and project planning for the
four recommended levels of planning - under the
delegated authority of a reorganized and revital-
ized Lembaga Administrasi Negara (Institute of
Public Administration) (see Chapter V);

(c) make an inventory of all the regional, sectoral and
sub-sectoral studies currently under way or in the
planning pipeline, evaluate and see what actions are
needed to implement agreed recommendations; eliminate
duplication from proposed new studies and draw up
guidelines for futu_e regional studies; get and approve
the terms of reference of all future regional studies;
and devise procedures for being consulted on the terms
of reference of all sectoral and sub-sectoral studies;

(d) establish machinery for evaluating future regional
studies and seeing that action is taken to implement
acceptable recommendations;

(e) cooperate with the Office of the Minister of State for
Research to implement the proposed National Resources
Inventory and Mapping project (see paras 88-95);

(f) be able to provide technical assistance when requested
to the BAPPEDAS and the planning staffs of the other
levels of local government; and

(g) assist the Provinces and Kabupaten and the vertical
Jawaten to resolve conflicts of interest.

75. The planning units in the central government departments, the
BAPPEDAS and other local government planning units would welcome it if
BAPPENAS were to prepare a general Guide to Project and Regional Planning
for distribution throughout the national and local governments. Such a
Guide would include sections on planning organization and procedures and
development budget procedures at the various local/center government plan-
ning levels, would provide guidance on tne spatial aspects of planning and
would establish a general social cost-benefit methodology to be followed
throughout the public sector.
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76. In the past, considerable emphasis has been put on the physical
aspects of regional planning, and this is an important facet, but rather
greater attention needs to be paid now to the economic and social aspects
and to the integration of the two. This integration would be greatly
facilitated and the coordination of regional planning studies improved
if the wider regional planning activities of Tata Kota (Directorate of
City and Regional Planning) within Departemaen Pekerdjanr. Umun dan Tenaga
Listrik (Department of Public Works and Electric Power) were transferred
to the proposed new Spatial Planning Bureau of the Regional Planning
Division of BAPPENAS.

In the Regions

77. For some time now the Provinces have been encouraged to establish
BAPPEDAS, but to date only 17 have done so. However, a Presidential Decree,
which was drafted jointly by BAPPENAS and Dalam Negri (Home Affairs), was
passed on March 10, 1974. It (a) requires all provinces to establish
BAPPEDAS; (b) provides guidelines with respect to organization and proce-
dures; and (c) gives authority to the Governors to coordinate the activities
of all departments at the Provincial level. It will take time to implement
the Decree because of the shortage of staff. A second Presidential Decree
has been drafted bv Departemen Dalam Negri and Lembaga Administrasi Negara,
which is essentially a local Government Bill, which would provide a firm
constitutional basis for the Provincial Governments, and which would more
clearlv define their functions vis-a-vis the central government. This
decree, *hen signed, should lessen the incidence of jurisdictional disputes,
but conflicts could still arise between the Jawaten 1/ and the BAPPEDAS,
particularly with respect to development priorities. It is proposed to
adopt a pragmatic approach to such disputes. If the Provincial Governor
cannot obtain a concensus the matter will be discussed and resolved at a
meeting between the Minister of Home Affairs, advised by the Provincial
Governor, the Minister of the Department(s) concerned and the Deputy for
Regional Planning in BAPPENAS. As envisaged by the Deputy for Regional
Planning in BAPPENAS. the relationship between BAPPENAS and the BAPPEDAS
will be one of "constructive consultation" and it is hoped that jurisdic-
tional disputes and disagreements over priorities will be resolved at the
provincial level without the need to involve the adjudication procedure

1/ According to the Lembaga Administrasi Negara (Institute of Public
Administration), there are two types of field offices of the central
government: those of the "integrated departments", which have a
single field office in each province, and the "non-integrated depart-
ments", each of whose Directorates-General have their own field
offices. In future--and some Departments have begun to implement
it--such departments will appoint a Perwakilan or Coordinator of all
jawaten, so that provincial Governors and BAPPEDAS need deal with
only one person from each of the central government departments. In
future the jawaten are to be called kantor daerah.
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outlined above. Nevertheless, it is important that such a procedure be
available and that its existence be publicized. In the first instance,
the BAPPEDAS, having perspectives wider than the individual sectoral ones,
must use their influence to achieve a concensus, but the leverage of the
BAPPEDAS would be enhanced if they have budgetary powers. This brings us
to the second most important issue in the relationships between the center
and the regions: the fiscal relationships.

Fiscal Relationships

78. It is not an exaggeration to say that the nature of the fiscal
relationships between the center and the regional governments and the
extent to which the regional governments have free-spending money on which
they can depend -- whether raised locally or by the central government -

determines the effectiveness of local government and the extent of devolu-
tion of power and responsibility. This is realized bv the Government and
the Deputy for Regional Planning has been given the task of working out a
formula which will increase the financial autonomy of the local governments.

79. The nature of the center-peripheral fiscal relationships must be
viewed within the wider context of the national fiscal and financial svstem.
From the point of view of developing responsible and sound regional/local
governments the following 'regional criteria' should be taken into account:

(1) Clearly the extent to which regional governments are able
to and should be permitted to raise and collect regional
taxes depends, inter alia, on the extent of the services
provided relative to the taxable base, taking into account
taxes imposed by the central government. In point of fact,
the provinces do have sources of revenues which, if more
fully exploited, would go a long way towards covering routine
expenditures, but not fully so. Thus, it would be desirable
to move towards the goal that, so far as possible, the
provinces should be delegated additional taxing powers to
enable them to cover their routine budgetary expenditure
plus a small surplus to help finance development expendi-
ture. For some of the poorer provinces, such as those of
West and East Nusa Tenggara, the central government may
still have to provide a recurrent deficiency grant. It Is
also recognized that, due to the poor level of tax adminis-
tration, it may take some time to reach this position, but
it is an important criteria, both to encourage efficiency
and saving and to provide the BAPPEDAS with leverage to
ensure adequate power of coordination;

(2) Natural resources, such as oil, natural gas, minerals
and timber, should be regarded as national assets, and
taxes and royalties earned on such assets should be put
into a national 'development pool' for redistribution.
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To the extent that these taxes and royalties are collected
by local governments they should be reimbursed for
assessment and collection expenses, together with an
efficiency bonusw-

(3) Apart from the recurrent deficiency grants, there should be
only one central government subvention to the Provinces,
which might be called a Provincial Development Grant to
supplement any provincial savings, which could be based
upon factors of the following kinds:

(a) a per capita element to take account of the widely
varying size of population;

(b) a 'growth potential' element to foster the exploit-
ation of natural resources and to provide infra-
structural facilities for such things as trans-
migration;

(c) a backwards area element to help the development of
transport, communications and infrastructure of poor
areas which do not have as yet any identifiable com-
parative cost advantages under the present state of
knowledge; and

(d) an incentive factor which would be added to or sub-
tracted from the total of (a) through (c) depending
on the increase or decrease in the local authorities'
public savings rate or, in the case of deficiency
areas, on the extent at which their recurrent deficits
are reduced or increased.

80. Assuming that the above criteria are acceptable -- and some may
find it difficult to accept 3(d)-- there are two basic comoutational prob-
lems. First, what basis to use for estimating items (b) and (c); and,
second, what weight to attach to the various elements?

81. It is not an easy exercise, but the growth potential element
could be based upon a simple index of growth poles or centers. Probably
there should not be more than three categories--high, medium and low. If,
for example, the Province of North Sumatera is considered to have good
growth prospects because of its good agricultural and tourism potential
it would be placed in the high categorv, whereas the growth potential of,
say, the island of Flores is poor, it would be placed in the low categorv,
and so on. Each category would be allocated an amount of rupiahs related
to a size characteristic, such as the number of hectares of usable land.

82. The backward area element could be simplv a sum of money inversely
related to the per capita income below the average (modal) level of per
capita income in Indonesia. Thus the amount of this element of the grant



- 32 -

would be zero for those areas having a per capita income at or above the
modal average, and would be higher, the more the per capita income falls
below the modal average.

83. Elements (b) and (c) would tend to offset each other. This is
intentional: the precise weighting given to each element should reflect
the Government's objective functions: the relative weighting it attached
to efficiency and income distribution.

84. Again it is stressed that the kinds of criteria and considera-
tions set forth above should form part of a wider consideration of national
and regional fiscal policies.

The Need for Training

85. It should be readily apparent that the planning reforms outlined
abov2 -- both those proposed by the Government and those additional ones
proposed in this report -- imply a quantum of trained manpower which is
ju :t not available today. Since the existing training schemes do not pro-
viae the project and regional planners required and the quality of some
of existing schemes is poor, it follows that new training schemes are re-
quired and additional, short-term technical assistance is needed to fill
the gap until a sufficient number of Indonesians have been trained. It is
necessarv to be cautious in recommending additional technical assistance,
because there are a large number of technical assistance experts in
Indonesia already who, in the main, carry out executive or operational
functions and who do not or are not able to train Indonesians to take their
place 1/. It is surely time that the myth of counterparts is exploded.
The examples where counterparts receive effective training are few and far
between. Thus, the GOI and foreign donors should pay a great deal more
attention to training and to providing training specialists for those proj-
ects they help to finance and which have a large training component. This
is necessarv because technical assistance experts do not have the time to
train counterparts and are often not the best people to undertake training
anyway. For this purpose foreign embassies and/or aid agencies should
consider the advisability of having training advisers on their staff.

S6. In Chapter V the existing training programs are outlined, and
it is pointed out that these largely uncoordinated programs are not meeting
the needs for national and regional and project planners and for adminis-
trators at all levels of the national and local governments. Accordingly,
proposals are made for two levels of training: (a) continuation and ex-
pansion of the existing PPN high level, post-graduate course for personnel
in BAPPENAS, the planning units in the central government departments and
the senior staff of the BAPPEDAS; and (b) a lower level course for high
school graduate level civil servants, for the junior staff of the BAPPEDAS,
and for the senior planning staff of the kabupaten and kotamadyas. The

1/ This is a problem common to many developing countries.
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general training of civil servants in public administration is also an
important task that needs to be reorganized. It is a difficult problem,
compounded by the gross overmanning of the civil service. No proposals
are made for the kecamaten because there are too many levels of local
government at least from the point of view of rural and regional planning.

87. In addition to the technical assistance proposed already for the
Deputy for Regional Planning, additional technical assistance will be rre-
quired to staff the proposed lower level course in project planning for
the BAPPEDAS and for some of the Provincial Departments (Kantor Daerah)
such as Public Works, Agriculture and Education. Chapter V also makes some
broad recomuendations for the GOI to review some of the fundamental problems
which inhibit not only the planning staff but the entire Civil Service.
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CHAPTER III

ASSESSMENT OF THE DATA BASE FOR REGIONAL PLANNING

Introduction

88. As noted in Chapter I, the fundamental objectives of regional
planning are twofold: (1) to improve efficiency in resource allocation
by integrating sectoral projects and programs in each region; and (2) to
reduce interregional disparities in development. The first objective can
be achieved most effectively by the planning effects in each locality,
while the second objective must be pursued by an organization of the Central
Government. The pursuit of both objectives requires an adequate data base.
How complete and reliable is the existing data base in Indonesia?

Natural Resource Inventorv

89. Information about Indonesia's resource endowment is clearly in-
adequate to meet the needs of national development planning and project and
program execution. In the field of resource surveying and mapping Indonesia
lags substantially behind other Asian developing countries, mans of which
have a far less complex physical and human resource endowment. Deficiencies
exist in almost all phases of the Government's ongoing resource survey and
mapping effort. Most importantly, excessive fragmentation of ongoing efforts
in resource inventory between the different Government agencies seriouslv
aggravates the overall evaluation of Indonesian resource potentials. Lack of
equipment, trained staff and finances for a nationwide evaluation has added
to the difficulties. At present, most of the mapping agencies are operating
completely independently, utilizing various map projections, different base
map scales, and are plotting data with little regard to standardization of
categories or mode of presentation from one sector to the next.

2
90. Most specifically, out of 2,020,000 km of the land area of
Indonesia, only 254,345 km- (137) has been covered with geodetic-controlled
topographic maps at the scale of 1:50,000 and approximately 26% of the
country has been covered with compiled maps at scales of 1:100,ono and
1:250,000 1/. Sumatera has been completely mapped at the 1:100,000 scale
and Java at the 1:50,000 scale. Some areas in Java and Bali were mapped
at 1:250,000. At present, topograhic mapping activities using photograma
metric methods are being undertaken in Southeastern Sumatera (121,0nn km ),
where 16 sheets have been ?lotted based on a semi-controlled mosaic and in
W4est Kalimantan (65,000 km ), where 24 sheets have been completed. However,
none have been published as yet. The rest of the country has been covered

1/ Some additional coverage at the 1:250,000 scale is available, produced
by oil companies and others, but is not considered to be a part of the
official government mapping series.
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with small scale, non-topograhic maps at various scales. Except for the
recent mapping activities (which are based on relatively new aerial photo-
graphy, 1968-71), most of the topographic maps are out-of-date since they
were based on pre-World War II surveys and few have been updated since.

91. Aerial photography has been carried out since 1950 but only in
the last five years has it been used in Indonesia in conjunction with
natural resource inventories. The most economic photo scale for basic
inventory of resources is the scale of 1:50,000. Larger scales are fre-
quentlv more desirable for resource inventory work but photo2rectification
costs for map compilation increases. Today, only 352,000 km of the land area
has been covered with photos of scales ranging from 1:5,000 to 1:20,000,
primarily for urban project mapping 1/. Due to cloud conditions, it is
hard to obtain photos at smaller scales or in large contiguous blocks.
Actually, only three large blocks of photography, in southern Sumatera,
eastern Java and western Kalimantan, were flown in the past six years, the
remainder precedes 1966 and is scattered about in bits and pieces, and is
useful today only for local projects or to compare i2,nd use changes which
have taken place in the past two decades.

92. Soil, land capability, land use and land cadaster maps are basic-
ally all dependent on the photomaps, mosaics or the topographic mao base
available. Without the availability of the photo or map base, the soil
scientists, land use or cadastral specialist has no sound base on which to
plot his data. The soils scientist is interested in analyzing soil properties
and chemical composition of soils and demarcating areas of varving fertilitv.
His land capabilities are based on potential productivity and the physical
limitations offered by the parent material, soil and terrain. The data is
presented in the form of maps at different scales depending on the purpose
and the priority areas. Reconnaissance soils maps at a scale of 1:1,onn,nno
have been made of Java, Sumatera, Kalimanta and most other islands and cover
100,000,000 ha. More detailed maps at the 1:250,000 scale of these topics
have been made of Java, Bali, Lombok, Sumbawa, South Sulawesi, part of West
Kalimantan, Lampung, South Sumatera and part of North Sumatera covering a
total of 33,000,000 ha. Large scale maps at the 1:5n,000 scale are avail-
able at several more important areas of Java, Lampung and South Sumatera
covering a total of 400,000 ha. Land use and land capability maps are avail-
able or in progress in 11 provinces. Cadastral maps, used to show land own-
ership for tax purposes, require a much larger scale (1:1,000 or 1:5,000).
To date only about 5%. of property holdings have been registered and mapped
bv the cadaster.

1/ Areas mentioned as having been mapped are not cumulative. Frequently
the-same areas have been mapped at different scales.
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93. Forestry resources mapping is also very incomplete. Of the total
land area of Indonesia (202 million ha), 60%". or 122,227,000 ha is under for-
est cover. While land use mapping depicts the areas of forest by broad cat-
egories, an actual inventory of forest resources has never been done. Only
recently has the Directorate General of Forestry initiated the mapping of
forest resources to distinguish forest species and potential yields or con-
sidered forest management or conservation practices. Although late in ini-
tiating such work (much of the forested area is already in concessions),
many national and foreign commercial firms are already overactively exploit-
ing the timber resources. In Java very little primary forest 1/ remains;
signs of over exploitation are found throughout the islands. Established
nature reserves cover only about 5,000,000 ha. The index of forestry sur-
veys and mapping based on aerial photo coverage is presented in the carto-
graphic annex.

94. National ge:ologic surveys and mapping in Indonesia is done pri-
maril. by the Geologic Survey of Indonesia. Geophysical and geochemical
:-ecl:niques are used to complement terrestrial surveys. Aerial photo inter-
pretation has been undertaken in recent years in only limited areas because
of lack of photo coverage.

95. Small and medium scale maps are made for mineral prospecting and
petroleum exploration and for special studies and comnilation of available
unpublished materials. Regional maps at the 1:1 million scale are being
compiled at present and will be published in a 16 sheet series (field work,
compilation and color separation for two sheets, Ujung Pandang and Surabaya,
have been completed). Systematically, geological maps at the 1:100,000 scale
are also being prepared (57 sheets to cover Java and Madura). One has been
printed, color proofs are available of two, and mapping and compilation is
available of an additional fifteen. Areas other than Java will be mapped at
the scale of 1:250,000, two of which are in compilation (Padang and Solok
sheets). In Sulawesi, field work has been completed on two sheets (Madjene
and western Palopo).

96. While the national geologic mapping program, based largely on
terrestrial surveys is progressing, it is a slow process and, although it
is complemented by work done by private mining and petroleum companies,
tnieir data is all too frequently not made available to the public.

l, The forest of Java consists mainly of intensively managed plantations
in Central and East Java, conifers at higher altitude and teak at
lower elevations. The extensive rainforest on many of the other
islands provides mainly tropical hardwoods of which Mercanti, Kapur
Kerding and Resak (all of the dipterocarpae familv) predominate and
Belian, Daman, Ebony and Merban are of local importance-. Extensive
mangrove forests are found in the coastal saline soils.
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National Income Accounts

97. The availability of satisfactory national income data is a
prerequisite to effective planning. The Bank report Review of the
Satistical System of Indonesia (EAP-32, March 1972) analysed in detail
the methods and basis for the estimation of Indonesia's national income
and its components. The report underlined the unsatisfactory state of data
relating to all the major sectors in Indonesia, e.g., agriculture, manufac-
turing, construction, trade and services, and made specific recommendations
for their improvement. A INDP project, with the Bank as an associate agency,
is now underwav to help the Indonesians improve the statistical system. Most
of the consultants have been hired and a Bank mission recently visited
Indonesia to review the progress of the project.

98. The qualifications with regard to national accounts apply equally,
if not more, to the available estimates of the gross regional domestic
product. Apart from not being available for all provinces, the existing
estimates suffer from two major weaknesses. First, the estimates of the
regional product were originally prepared by a few provincial universities,
which did not coordinate among themselves the methods and-definitions
adopted for this purpose. The Regional Income Research Group was set up
in 1970 with a view to overcoming this problem and provided a center for
coordinating research activities. However, a uniform methodology has not
yet been developed and no overall evaluation of the methods and results
has so far been made. It is therefore not possible at present to distin-
guish the satisfactory from the poor estimates.

99. The other weakness of the existing regional product estimates
is that they do not appear to bear any direct relationship to the available
national income accounts (e.g., in the banking sector the value-added for
the eighteen provinces exceeds the national total). This is not surprising
since the researchers followed the direct estimation method, rather than
allocating the existing national estimates to the individual regions. In
view of the generally unsatisfactory state of the national accounts, the
discrepancy, though awkward, may have a certain usefulness in highlighting
the sectors where more research and careful assessment need to be made.
These sectors are manufacturing, construction., banking and other services.
In the meantime, however, the operational-significance of the regional es-
ti'mates will remain rather limited since the margin of error in the avail-
able estimates is not known and no data are yet available on the income
disposal side. The effort made to estimate the regional product for prov-
inces has nevertheless yielded certain beneficial effects. The derived es-
timates give at least a rough notion of the regional economies; new methods
have been evolved for the estimation of national income; and the people in
the regions have become interested and have gained experience and training
in- this important field. At any rate, such weakness and difficulties as have
been experienced had to be faced at some stage.

100. The current situation is that the Regional Income Research Group
ls engaged in' evolving methods for allocating the available national income
estimates to individual provinces, and then in proceeding to reconcile the
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estimates thus obtained with the existing ones. The regional program would
eventually be extended to cover the income disposal side. To overcome fi-
nancial constraints the provincial governments have earmarked one percent of
their current routine expenditure to the compilation of regional income sta-
tistics. Efforts are-also being made to obtain data for provinces thus far
not covered (i.e., Bali, East Kalimantan, South Kalimantan, South Sulawesi,
North and South Sumatera, Jambi and Bengkulu). Although this research is
still primarily in the hands of the universities, the Central Bureau of
Statistics is expected to take over eventually the maintenance and improve-
ment of these statistics.

Production by Sectors and Regions

101. The statistical information on the value of production in the
different sectors in Indonesia is generally very poor and the regional
breakdown of such data as exist is virtually non-existent.

102. The mining sector, by far the most dynamic sector, has never been
systematically surveyed in Indonesia. At present the Department of Mining
supplies the Central Bureau of Statistics with quantity data relating to the
country's major mineral exports, i.e., oil, tin, nickel, manganese, copper,
etc. Since this sector is natural resource based, it should not be difficult
to develop satisfactory regional data (see Chapter III of Volume II).

103. The main source of information on the manufacturing sector in
Indonesia is the annual sample survey of medium and large scale industry,
which is based on a 1964 list of establishments. This list includes in
principle all the large scale enterprises and 10% of the medium scale
enterprises existing in that year. However, since there has recently been
a sizeable increase in the new establishments and many old ones have ceased
to exist, the sample basis has become increasingly irrelevant. The other
weakness of this approach has been an extremely poor response to the
questionnaires, partly because the sample is unsatisfactory and partly
because there is no penalty for non-response by the domestic enterprises.
The small establishments have not been surveyed since 1964.

104. The value of construction is essential to obtaining the estimate
of capital formation in the country. No direct statistics are being com-
piled at present on either the volume or value of construction in Indonesia.
What appears in the national income accounts are makeshift estimates pre-
pared by the National Income Division of CBS on the basis of material in-
puts. Since no description of methods exists, it is not possible to deter-
mine how the provincial estimates were derived, but it seems likely that
these must be as weak as the national estimates.

105. Existing land-use statistics are deficient. This was demonstrated
by the actual land-use statistics compiled as part of the Sumatera Regional
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Planning Study 1/. This study also showed that estimates of Sawah area
were best in those areas participating in a Bimas program. The data con-
cerning upland cultivation, however, proved to be highl/ questionable; the
earlier figures were completely unreliable. The results of this study are
indicative of the situation in most of the provinces. However, it is hoped
that the survey by the Directorate General of Agraria in the Ministry of
Home Affairs will supply more reliable land-use data. The acreage and ag-
ricultural production statistics are conflicting and unsatisfactory.

106. Although some data on production and number of cattle, etc., by
province and kabupaten can be obtained from the local authorities, their
reliability is unknown. Only sufficient experimental evidence from field
research will provide estimates of potential yields of different annual
and perennial crops.

Regional Public Finance

107. The Mission was able to obtain from Departemen Dalam Negri, prov-
ince by province data on provincial budgets and expenditures, but this in-
formation has not been published in an integrated form. The information
on kabupaten budgets and the realized provincial government revenue and
expenditure, although available at the local level, is not as easily avail-
able at the Center. It would be desirable to compile such data in a central
office so that relative financial positions of the different regional gov-
ernments can be determined.

Transport

108. Until recently, transport data relevant to regional planning
have been very weak indeed. An indication of the weakness of the base
is the fact that estimates by reputable consultants of modal shares in
total freight traffic have ranged from 33% to 53% for roads, and 44% to
64% for sea transport, while estimates of total ton-kilometers have ranged
from 23 billion to 30 billion. The data base will improve markedly in the
near future, however, mainly because of the work of the Transnort Coordina-
tion Advisory Services Team (TCAS) on land transport and the Team Shipping
Kerjasama Teknik (TSKT) on shipping.

109. The TCAS team is currently finishing a final report which will
present analyses and maps of current and projected commodity flows, data
on all major modes of transportation, and comparative cost studies of the
various modes. This team 2/ has been in the field for several years, but

1/ Sumatera Regional Planning Study II, 1973. Progress report, University
of Bonn, Federal Republic of Germany.

2/ The team is now represented in Indonesia by William Griffiths, the
Chief of the team for several years, and a transport economist,
Dr. Stonier, but until recently Included experts in various specialized
fields.
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until recently was hampered by a lack of basic data, forcing them to under-
take studies of population growth and the supply and demand of basic com-
modities in different regions in order to project commodity flows. The
basic data have improved markedly, with Bina Marga's 1969 Origin and Des-
tination Study for road traffic, the institution of a system of continuous
traffic counting and the 1972 Origin and Destination Study, which is much
more technically accurate and reliable than that of 1969. The TCAS report
will be based on these recent reliable road traffic data and on reliable
shipping data produced by the TSKT team 1/, so that it will in all likeli-
hood serve as the baseline for all studies of Indonesian transport as well
as for regional planning in Indonesia for some time to come.

Reliability of Population, Employment and Migration Data

110. Census data suffer from many inadequacies. Apart from the total
lack of reliable information on migration and the difficulty of assessing
emplovment figures when agriculture, services and small-scale industry
absorb underemployed labor and when official unemployment statistics refer
only to persons actively seeking work, the Census of Population itself
has wide margins of error. One example will suffice to illustrate this
point. Scc Table 29, which compares the age-sex distribution of the
population of Indonesia at the time of the 1961 and 1971 censuses. Take
the 10-14 age cohort of females in 1961, numbering 3,860,869. This cohort
is 20-24 years old in 1971, and one would expect mortality to reduce the
total below 3.86 million. But the 1971 census figure for females in the
20-24 cohort is 4,405,511! One reason might be that there was a major
undercount in 1961, in which case the rate of growth of the Indonesian
population 1961-1971 would be less than the 2.26 percent reported (which
was in turn much less than expected), because the same type of difference
appears in other age cohorts! In other countries, the reason could be
immigration, but such is not the case for Indonesia. Yet it has also been
claimed that there are substantial undercounts in the 1971 census, for
example by unlicensed residents of Djakarta. Obviously, one must accept
wide confidence limits in reading the census numbers.

1/ The TSKT team, led by Mr. Poulus, is a large team of Dutch consultants
assisting the Directorate General of Sea Communications.
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Table 1: DISTRIBUTION OF POPULATION BY AGE AND SEX, 1961 AND 1971

Population in 1961 Population in 1971

ARe C.roug! Males Females Both Sexes Males Females Both Sexes

0-4 8,461,949 8,580,361 17,042,310 9,653,022 9,508,243 19,161,265
.5-9 7,603,534 7,639,422 15,332,956 9,577,425 9,294,730 18,872,155

10-14 4,318,543 3,860,869 8,179,412 7,326,300 6,901,586 14,277,886
15-19 3,834,117 3,874,058 7,708,175 5,642,971 5,748,375 11,391,346
20-24 3,452,362 4,338,603 7,790,965 3,555,777 4,405,511 7,961,288
25-34 7,333,61-7 8,542,102 15,875,719 7,697,456 9,239,205 16,936,661
35-44 5,719,856 5,363,334 11,083,190 7,022,853 7,086,944 14,108,797
45-54 3,559,007 3,483,325 7,042,332 4,286,317 4,197,307 8,483,704
55-65 1,897,510 1,850,396 3,747,906 2,107,960 2,250,203 4,358,163
65-74 795,730 829,027 1,624,757 1,026,224 1,055,487 2,081,711
75+ 377,747 406,609 784,356 378,886 391,118 770,004
Unknown 59,882 56,869 116,751 3,975 3,890 7,865

TOTAL 47,493,854 48,824 975 58,279,166 60,180,679 118,459,845

Source: Biro Pusat Statistik, 1971 Census.
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CHAPTER IV

REVIEW OF ON-GOING REGIONAL STUDIES AND
RECOMMENDATIONS FOR FUTURE STUDIES

Introduction

ill. Part of the origin of the Bank's Regional Planning Mission was the
realization that a number of uncoordinated and often ill-defined regional
studies, together with sectoral studies having important regional considera-
tions, were being carried out or planned. One of the terms of reference of
the mission was, therefore, to review all on-going and planned regional
studies to see if any lessons could be learned from past experience which
could be used to avoid mistakes in the future.

112. This task was all the more important because of the problematic
statistical base available for sectoral-regional program integration and
in developing strategies for reducing interregional disparities in develop-
ment. Presumably, well-structured and competently-executed regional
studies should, as a minimum, correct the statistical inadequacies, pro-
viding the informational basis required for effective regional planning.

113. The following on-going regional studies were reviewed:

(a) Sumatera Regional Study, which includes the provinces
of West Sumatera, South Sumatera, Bengkulu, Jambi and
Lampung. The West Sumatera study was carried out by
a Bonn University team, financed by the Federal Republic
of Germany, and this team was retained to carrv out the
first part of a two-part comprehensive Regional Study
of the other four provinces, financed jointly by the
World Bank out of Credit 260-IND and the Federal Republic
of Germany.

(b) Preliminary Report of a Regional Economic Survev of the
Province of South Sumatera by Lembaga Ekonomi dan Kemarjarakan
Nasional (LEKNAS--National Institute of Economic and Social
Research), the Center for South-east Asian Studies (SEAS)
of Kyoto University, Japan (KYODAI) and the Provincial
University of Seriwidjaja, South Sumatera.

(c) Eastern Indonesia Regional Study, wnich includes the
Provinces of East and West Nusa Tenggara and the Malucca
Islands, a CIDA-financed study, the first part of which was
originally scheduled to be carried out by an Alberta
Provincial Government team.
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(d) Sulawesi Pegional Development Study, also a CIDA financed
study criginally scheduled to be carried out by a
University of British Columbia team (Phase I).

(e) Various Urban Studies.

114. The following-sector studies were look at because of their possible
bearing on regional planning, but they were not reviewed in any detail:

(a) The Land and Water Resources Survey of South Sumatera, being
carried out by FAO.

(b) The Lombok Water Resources Survey, being carried out by
consultants and financed by CIDA. This is more than
a water resources survey and includes the agricultural
uses of water. It is a well planned and competently
executed survey. It has been held up because of
difficulties with the customs authority regarding
the duty-free import of drilling and other equipment.

(c) The Inland Waterways Survey, financed by the Belgian
Government. The conclusions of this survey are extremely
important for the development of the north coast of
Sumatera and for Kalimantan. Dredging of sandbars of
many of the rivers would open up the hinterlands up
to several hundreds of miles due to the depth and
breadth of the rivers, particularly in Kalimantan, but
further technical and economic studies are required.

115. In addition, it should be noted that as part of the preparation
of the regional development section of Repelita II, each provincial governor
was instructed to prepare a five-year plan for his province, using the
resources of his BAPPEDA (if he had a provincial planning staff) and the
provincial university. Likewise, BAPPENAS prepared a plan for each province
by accumulating the various sectoral developments scheduled or contemplated
there during Repelita II. Further, in some provinces the governors had
instructed each of the Bupatis to prepare a kabupaten plan, and proceeding
upwards from the provinces, BAPPENAS has included in the draft of Pepelita II
plans for each of the ten and the four development planning regions. Some
of the provincial documents were verv large, running to several volumes and
hundreds of pages.

116. We did not have the opportunity to review any of these materials
prepared to aid in the formulation of Repelita II in any great detail, but
our cursory inspections suggested that many were highly creditable efforts
-the best that could be expected, given the existing data base, severe
time constraints, and the severe shortage of properly-trained personnel.
We noted that many of the provincial plans reached BAPPENAS after the
provincial draft plan had been prepared for Repelita II, and thus the pro-
vincial statement of priorities was not adequately reflected in BAPPENAS'
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materials. Where BAPPENAS' draft was prepared before the provincial planning
document, that document tended to be highly influenced bv the draft. Despite
the ronsiderable Indonesian effort that has so far gone into the preparation
of Repelita II, further regional studies--properly conceived and executed,
and fitting into a meaningful larger mosaic--will be required to improve
the level and comprehensiveness of development planning.

117. To what extent do the on-going regional studies constitute a
model for the further'studies that will be required?

Sumatera Regional Study

118. The terms of reference of the Sumatera Regional Study, which
followed on from the earlier West Sumatera Study, called for two contractors
("A" and "B") to provide:

(a) an inventory of resources and factor endowment in
the Study Area combined with an assessment of the
present socio-economic situation;

(b) recommendations for policy formulation and for programs
for development of the Study Area;

(c) an implementation program for carrying out the recommend-
ations with particular reference to the role of infrastructure
development, including trunk highway and feeder road
development; and

(d) training of Indonesian personnel to strengthen regional
planning capabilities in the relevant agencies of the
Government.

More specifically the terms of reference called for the contractors to ex-
amine a broad array of development potentials in the fields of agriculture,
mining, agro-industry and industry and to identify infrastructure projects
and programs as well as supporting measures that would contribute to their
realization. Proposed sections of the Trans-Sumatera Highway were to be
paid special attention as potential projects. Infrastructure was broadly
defined to encompass "hard" investments including highways, feeder roads,
power facilities, river ports and processing plants, and "soft" services
including agricultural extension services, marketine and credit institutions,
and public services in such fields as education and health. However, the
contractors were instructed that existing infrastructure including the highway
under construction from Sawatambang to Muarabungo should be treated as part
of the resource base.

119. Within this framework, the first group of consultants (the IJniver-
sitY of Bonn Team, Contractor A) was to be concerned primarily with collect-
ing and interpreting data for hroad policy formulation, while Contractor B
was to follow with specification of a development program or strateg,y and
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its component projects, thereby (a) identifying projects, programs and
policies which are technically and economically feasible for implementa-
tion during the Five-Year Plan period 1974-1978; and (b) providing a useful
basis for continued formulation of a sound regional development program for
the period up to 1983. To further specify responsibilities, the terms of
reference stated that Contractor A should extend work already begun in
West Sumatera, financed by the Government of the Federal Republic of Germany.
The work was to include a detailed review of the present status of the Study
Area and of developmental problems and opportunities there, the formulation
of alternative approaches and general policies, and the training of Indonesian
Personnel in regional development planning. Thus, Contractor A was to have
primary responsibility for the preparation of a resource inventorv, for pointing
up the relevant features of the status quo and for identification of the
growth centers and their hinterlands on which the project identification
and formulation portion of the Study should focus. The growth centers were
to be compared on the basis of their respective potentials, to ascertain
those areas justifying major emphasis. For each important center the major
types of desirable economic and social development were to be determined,
whether they lie in agriculture, forestrv, mineral extraction, or processing,
in "hard" infrastructure investments such as transportation or power plants,
or in institutional change such as new modes of land tenure and reorganiza-
tion of marketing practices. Special consideration was to be given to
identifying the main thrust of the development effort leading into the
identification of specific projects and policies.

120. In turn, Contractor B was to review and expand the general policies
formulated on the basis of Part A to identify and evaluate potential
infrastructure projects, and to generate an internally consistent and
integrated program for the economic and social development of the Studv Area.
Thus, Contractor B (on the basis of the resource inventorv and growth centers
identified by Contractor A) was to carry out the systematic quantification
of costs and benefits of specific developmental actions to allow identifica-
tion, formulation and initial evaluation of projects, and to match available
resources with the input demands of each project found to merit inclusion
in a regional development program.

121. To meet their contractual responsibilities, the University of
Bonn team designed and executed a series of original field surveys and
acquired a variety of information from secondary sources (Covernment of
Indonesia, FAO, etc.) in order to be able to prepare reports for each
province in the Study-Area (Lampung, South Sumatera, Jambi, Bengkulu) with
the following format:

1. Natural Resources, Land and Land Use, Land Canabllitv
and Availability

2. Infrastructural System

- settlements and population

- communication system

- social institutions
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3. Rural Socio-economic system

- market system

- social system

- farming system

4. Industries and Industrial Labor

5. Regional Development Strategy
(includes project identification)

122. At the time of the Mission's review of the Bonn team's work in
Bukittinggi, it was evident that Contractor A had achieved a great deal on
the data collection side. The field surveys were virtually complete. Much
data had been processed and analyzed, and each of the individual subsystem
studies appeared to be proceeding competently and soundly, Where they had
been interfaced (e. g., land capability with land availability) useful products
of direct value for project identification had been produced.

123. Yet much remained to be accomplished if Contractor B were to be
able to proceed with the detailed evaluation of specific infrastructure
projects. First, it was clear that there had not yet been sufficient time
for a project team to develop an effective integration of the various sub-
system analyses within each province so that growth opportunities and devel-
opmental problems could be identified on a regionally-integrated basis and
so that the intended growth center and infrastructure-development schemes
could be properly planned. There was need for a soundly-trained systems
analyst well versed in urban and regional economics/geography and experienced
in regional planning to be added to the A team as soon as possible, to add
to the integrative skills available as the sectoral reports are completed.
Because the research plan called for sectoral studies to be completed first
and integration to come later, it appeared that demands for recommandations
from practitioners might lead to development strategy proposals running
far in advance of the research results on which such proposals should be based,
thus presenting real dangers in the basis that is transferred to Contractor B
for action. There is an important lesson: an effective regional study
requires a competent group of sectoral specialists in natural resource analysis,
in agriculture, in industry, transportation, etc. However, equally important,
indeed a orerequisite that must be satisfied before the initiation of any
such study in the future, is the inclusion within the team of the svstems
analyst/regional planner as research and policy coordinator.

124. A further problem of the South Sumatera Regional Studv is that
of the Contractor A - Contractor B relationship. While there were undoubtedly
good reasons for the development of this research plan, in practice thev
have resulted in serious problems of timing, articulating and interfacing
the work of two separate research teams. A single research group responsible
for the entire process of regional study and planning is much to be preferred
in future regional studies.
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Regional Fconomi- Survey of South Sumatera

125. This survey of South Sumatera is part of a-long term program of
regional studies proposed by LEKNAS (National Institute of Economic and
Social Research). For the South Sumatera Study, LEKNAS was assisted by a
Japanese team from the Center for Southeast Asian Studies of Kyoto University,
together with three staff members of the Economics Department of the Pro-
vincial UTniversity of Seriwidjaja.

126. It would appear that the LEKNAS-SEAS team were not aware of the
Sumatera Regional Study and vice versa, and the Bonn University team did not
know about the Regional Economic Survey of South Sumatera. This is just
one example of the duplication and overlapping of regional and sectoral
studies which will have to be corrected by the Regional Planning Division
of BAPPENAS (see Chapter II). If, in the future, regional development studies
are to make sense in Indonesia, they should not be conducted in a scattershot
manner. Rather, they should be carefully planned and orchestrated so that
together they link into a meaningful whole.

127. The Preliminary Report of the LEKNAS-SEAS team Presents the
results of pilot surveys of (a) local government, (b) rural households
and (c) business establishments, together with a number of sectoral income
studies. The pilot surveys were designed to train LEKNAS and Seriwidjaja
staff in sample survey design and techniques, to test the design of ques-
tionnaires and to train field workers drawn from the University of Seriwidjaja.
The preliminary work is well designed and competently executed, and much
valuable experience has been gained for the main survey, but the Preliminary
Report gives no indication of the scope, conceptual framework and program
of work for the overall regional study.

128. In light of the larger Sumatera Regional Studv, now nearing com-
pletion, it is questionable whether there is any value in continuing this
regional economic study except to integrate the sectoral income studies
into national income estimates for the province as a whole. However, if
it is continued, it is to be hoped that the survey will he extended to
include the existing land-use pattern and land potentialities, forestrv
and fishing, etc., together with an analysis that integrates the sectoral
studies. Again, the systems-integration needed for effective regional
planning has not been provided.

Eastern Indonesia Regional Study

129. The terms of reference which were originally proposed for this study
are short, taken directly from those for Sumatera Regional Study. As in
Sumatera, two phases were planned, with two contracts, A and B. The first
phase was oriented to a resource inventory and the second was oriented to
project and program formulation. The Contractor A/Contractor B relationship
orignally proposed arose in the case of the Sumatera Regional Study for
special historical reasons, and there seems no logical basis for institutional-
izing it as a sine qua non of regional studies in Indonesia. Fortunately,
after the Bank Group mission made its initial recommendations, the terms of
reference were changed to reflect the above criticisms.
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130. Prior to sending Contractor A into the field, a Reconnaissance
Mission staffed by the Provincial Government of Alberta and University of
Manitoba and directed by the Deputy Minister of Agriculture, Alberta, went
into Eastern Indonesia to lay the necessary groundwork. The team which
visited the field comprised 5 professionals in the field of (l) development
(team leader), (2) market analysis, (3) agricultural extension, (4) fisheries,
forestry, industry, tourism and regional planning, 'and (5) engineering.

131. The draft report of the Reconnaissance Mission describes the
general situation in the region, covering socio-economic environment, agricul-
ture and agricultural education, fisheries, forestry, tourism, industrial
development, communications, other physical inventories (mining, energy,
water resources) photography and mapping and growth centers, followed by the
mission's conclusions. The report then describes the study proposals and
suggests terms of reference for (a) management and support staff, (b) agri-
cultural economics and sociological staff, (c) agricultural staff, (d) engineer-
ing staff, anid (e) general and regional economics staff, and gives cost
estimates.

132. The scope of the study is large relative to the Sumatera Study.
Whereas about 300 man-months has been progranmed for the southern half of
Sumatera with a population of 10.9 million (1971), about the same number
man-months of foreign technical assistance has been proposed for the Eastern
Indonesia Study with a population of 5.6 million (1971). 'The total cost of
the study put at is about $5.0 million, of which $3.5 million would be met
by CIDA. Even taking into account geographic differences and the immensity
of Eastern Indonesia, this cost appeared to be high, although it has been
reduced considerably from the initial estimate.

133. The general description of the situation proposed in the Recon-
naissance Mission's draft report is satisfactory, but the report does not
review program priorities and, perhaps more important, any clearly thought-out
methodology for integrating the sectoral studies into a study of the region
as a whole. The lack of emphasis is probably one reason for the relatively
high cost.

134. The report proposes that the Survey should commence in Nusa Tenggara
Timor (East) and move progressively to the Malukus and then to Nusa Tenggara
Barat (West) during the course of 30 months. But there is uncertainty about
how long it will take to study each area. Consequently, consideration might
be given to doing both East and West Nusa Tenggara first, leaving the
opportunity for both the Indonesian and Canadian Governments to extend the
study to the Malukus later.
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135. The draft proposes that the study team consist of four parts:
(1) agricultural economics and sociology, (2) agriculture, (3) general and
regional economics, and (4) engineering, and terms of reference are prepared
for each group and for each individual in each group. Each individual is
assigned to specific tasks. With the later inclusion of a general economist,
some provision appears to have been made for coordinating sectoral activities,
but a regional planner/systems analysist, with specific integrating functions,
would have been preferable. In fact, the general and regional economics
group is assigned with three professionals, but they are (1) resource
development, (2) fisheries and (3) forestry specialists. In other words,
the study was conceived as a simultaneous undertaking of individual sector
studies rather than as an integrated study of a region from which development
priorities are identified and an integrated development program is produced.

136. A corollary of the above criticism is found in the fact that the
proposed terms of reference stated specifically what information should be
collected, but was quite vague as to how and what kinds of recommendations
should be made for implementation. In effect, the proposed study would have
built into it, from the start, all of the limitations that have produced
problems with the Sumatera Regional Study. Fortunately the terms of reference
have been changed to meet the above criticism.

Sulawesi Regional Development Study

137. This study has not yet started, but the draft November 1973 terms
of reference were very similar to those of the Sumatera and Eastern Indonesian
Regional Studies, with the same division of labor between Phase I (to be
carried out by a team from the University of British Columbia) and Phase II
(to be carried out by consultants, yet to be selected), and the same sectoral
orientation, lacking systems analysis/regional planning skills. Fortunately,
again as a result of recommendations made, the terms of reference have been
modified so that the same contractor -- the University of British Columbia
-- will undertake the work in two phases, research and project design, and
so that the proper regional planning skills are embodied in the staffing
requirements.

138. The first phase of the Survey will cover (a) land use and land
capability; (b) population and labor supply; (c) socio-economic aspects;
(d) agriculture; (e) forestry and fishing: (f) mining; (g) manufacturing
establishments; (h) transportation network; ti) the. marketing system;
(j) the distribution of social infrastructure; and (k) the impact of
urbanization on rural hinterlands. The Consultants in Phase II will:
(i) identify the major needs and aspirations of the population with a view
to the elaboration of more detailed regional objectives; (ii) identify
alternative approaches and assist in the formulation of broad policy guide-
lines for the development of the Study Area; (iii) identify imbalances in



- 50 -

infrastructure and priorities for infrastructure development; (iv) identify
growth centers, their functional hierarchy, and development areas where
concentrated infrastructure development should be undertaken; and (v) suggest
improved data collection systems, planning and implementation mechanisms.

Urban Studies

139. A variety of urban studies have been undertaken or currently are
being contemplated. The most important of these is JABOTABEK, subtitled
A Planning Approach of its Absorption Capacity for New Settlements within
the Jakarta Metropolitan Region, and conducted by the Directorate General
of Housing, Building, Planning and UJrban Development, Ministry of Public-
W4orks and Power, the Republic of Indonesia in cooperation with the Netherlands
Directorate of International Technical Assistance (DTH), April, 1973.

140. This study was undertaken as a part of a training program conducted
by Dutch experts for Government officials involved in physical planning.
Thus, the study has been contributed to by Indonesian officials who were
"learning by practicing". The study was completed during the three months
period starting from January 1973. for which the training program was
undertaken.

141. The metropolitan region of Jakarta was defined in this studv to
include the three kabupatens of Bogor, Tangerang and Bekasi together with the
city of Bogor and D.K.I. Jakarta. The major objective of the study was
to identify the "ultimate absorption capacity" of the metropolitan region.
After examining general objectives of development and the problems of the
region, the study estimated the area suitable for new settlement. It
accepted the criteria for population density distribution set by the Master
Plan of Jakarta, 1965-1985, which sets a population ceiling of 6.5 million,
but concludes that D.K.I. Jakarta's absorptive capacity is 6 million, as
the plan assumes urban settlements in some unbuildable areas. Outside
D.K.I. Jakarta, the absorptive capacity is estimated to range from a
minimum of 4 million to a maximum of 7.0 million. The density assumption
of 120 persons per ha was used for all areas outside of D.K.I., and the
difference in the maximum and minimum absorptive capacities appears due to
alternative assumptions with regard to the allowable cost for site preDara--
tion and transportation facilities, although no explicit criteria are
stated. The study assumes that the population of the region will reach the
minimum absorptive capacity first and then proceed to the maximum, which
is 13 million for the entire region.

142. On the other hand, it is estimated that the ponulation of the
reg4on will reach 12.1 million in 1985 and 18.3 million in 2000. Comparing
this with the estimated absorptive capacity, the study issues a warning to
policv makers that the present trend of population expansion cannot be
allowed to continue and urgentlv recommends a policy aimed at mitigating
the population expansion of JABOTABEK.
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143. Despite such a definite conclus4on, the analytic nrocess leading
to it leaves a aumber of factors unconsidered. First, although, the study
points out a number of problems which Jakarta has, such as housing conditions,
level of public services, flood problems and pollution, these problems
themselves do not necessarily imply that activities of the Jakarta region
should be "deconcentrated'", as the studv concludes. Such a conclusion should
be drawn on the basis of comparing alternative locations for those activities
and evaluating the alternatives from the viewpoint of developing not only
the Jakarta region but the countrv as a whole.

144. Second, the land area requirements for various uses are considered
to be static, i.e., not affected by the growth of the urban area. in
other words, what the study envisages is a homogeneous horizontal urban
development in the future. In reality, when population pressure mounts in
an urban area, the land area used per capita can be reduced by vertical
development.

145. Thirdly, the study adopted previously proposed land requirements
uncritically, in particular the density distribution of the lfaster Plan
of Jakarta, 1965-1985, in which land requirements for various uses were
specified. Although the available time might have been too limited to
conduct a review, these requirements include obviously unbalanced alloca-
tions of space. For example, in contrast to 20 sq. m. per capita of land
allocated for housing, 19 sq. m. of land per capita is considered necessarv
for playgrounds, swimming pools, parks and stadiums.

146. Fourth, absorDtive capacity was not examined with respect to the
supply of resources other than land. For example, the possible constraint
to growth might be water supply, traffic congestion in the central area or
the cost of urbanization. But none of these was discussed as a possible
factor which determines absorptive capacity.

147. A related urban study is Preliminarv Report 1 B: Legal Founda-
tions, Jakarta IJrban Growth and the Master Plan and hlousing Component by
planned Community Development, Ltd., February 1973. This study was
undertaken as a preliminary to preparing reports requesting funding for a
site and services and a low-cost housing project in Jakarta to IBRD and/or
USAID. The part on Legal Foundations examines the present legal systems
for land ownership, transfer of ownership and the Government's expropria-
tion rights and recommends changes in the systems to make them conducive
to the housing development for the lower income population. The part on
Jakarta's Urban Growth and the Master Plan examines the factors affecting
the growth of Jakarta and critically reviews the Master Plan of 1965-1985.
It recommends a-Structure Plan in place of a Master Plan. A Structure
Plan would not be a legal tool for regulating the growth of the urban area
but would be a guide for developing more specific policies for its development.
According to this approach, market forces will be explicitly recognized as
an important factor determining the growth of the urban area and the
infrastructure networks would be used as a major tool for sharing urban
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growth. In addition, attention will be paid to property tax, financial
incentives for guiding employment centers and provision of packaged land
as tools for guiding urban development. The part on Housing Component
deals specifically with issues related to the proposed projects.

148. This study goes far beyond the traditional bounds of physical
planning. The study recognizes various facets affecting urban activities,
including legal, economic and engineering aspects, and has approached
them generally well. The degree of sophistication contained in this report
cannot be compared with the JABOTABEK study.

149. A number of other urban studies has been completed in Indonesia,
not only for Jakarta but also for other urban centers. However, most
have been undertaken in the traditional practice of physical planning and
many comments made about JABOTABEK apply to them. Specifically, thev
tend to pay too little attention to market forces, economic implications
of the plan and the implementation mechanisms.

Future Regional Studies

150. The Government has submitted to the Inter-Government Group for
Indonesia the following list of regional studies they would like to see
carried out in the near future:

(a) Possible New Growth Poles in the Jakarta Region.

(b) Sumatera Regional Studv-Northern Part (Aceh, North Sumatera
and the northern part of Riau)

(c) Java Regional Study

(d) lUrban Development Plan, Medan (North Sumatera)

(e) Area Development Study for the Northern Part of East Kallmantan

(f) Urban Development Studies for Seven Medium-Sized Cities
(Semarang, Jogjakarta, Ujung Pandang, Palumbang, Pontianak,
Banjarmasin, Tanjung Karang and Teluk Betung)

(g) Urban Development Studies for Five Small-Sized Cities
(Banda Aceh, Denpasar, Sorang, Cirebon and Samarinda)

(h) Comprehensive Regional Development Plan for Bali.

151. In addition to the new regional/area studies the Government also
submitted to the IGGI the following technical assistance proposals which
bear on regional planning:

(a) Assistance to the Cadastral Center, Department of I1ome Affairs

(h) llrban Development Program Advisors--to help evaluate studies,
reports and recommendations.
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(c) Planning Administration Advisory Team--to assist in improving
proposed and existing national laws and regulations for
national physical planning and the basic provision for city
planning; and at the regional level to assist in improving the
regional regulations for physical planning and prescription
for zoning, including building codes.

(d) Regional Planning Advisory Services--to strengthen BAPPENAS'
regional planning capability (see Chapter V).

(e) Study of Regional Development Policy and Programs for the
Buidling Construction Sector in the West Java and Jakarta
regions.

(f) Resources Data Bank--Reconnaissance Study--to do an analysis
of requirements for manpower, equipment and operations cost
for a resources data.bank (see Chapter VI).

(g) Training for Regional Development Planning of the Provincial
Planning Staff. This should have very high priority (see
Chapter VIII).

(h) Assistance in the Formulation of Provincial Development Plans
of Four Provinces (West Java, North Sumatera, East Java and
South Sulawesi).

152. Many of these technical assistance requests should be accorded
high priority, but should be set within the larger framework of (a) resource
exploration and data development, as contemplated in the Natural Resources
Inventory and Mapping Project, and (b) the larger set of advisory services
and training needs of GOI personnel. Both of these issues are discussed in
Chapter V.

153. Half of the proposed regional studies are fot urban areas. It is not
intended in any way to belittle the importance of urban planning, but greater
priority should be given to wider regional planning studies of which urban
development studies are a component part. The two-way interdependence of
urban-regional development is accepted as axiomatic. The strategic imnortance
accorded to growth centers and to infrastructure development (including urban
infrastructure, marketing and rural-to-urban roads) in regional development
plans is noted. For this-reason, plans for urban areas must be set within
the'framework of plans for the regions wi-thin which the urban areas are key
nodes. And not only is it recommended that urban plans be developed within
the framework of larger regional plans, but it is also recommended that, in
the future, regional studies have co-,mon research designs, to maximize their
coordination and comparability, and that they be undertaken in a manner
consistent with the statements of purpose and intent to-be found in the
regional development sections of Repelita II.
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154. The following suggestions are made:

(a) That BAPPENAS first reexamine the proposed ten development
regions and the four major development areas thev are working
with at the moment in the light of the spatial aspects of
sectoral trends, development potentials, trade flows,
and the desired spatial organization of growth in Indonesia,
as reflected in planning for a hierarchy of growth centers.
The kind of reexamination proposed might lead to some
modifications in the boundaries and number of areas.
The reexamination should proceed as follows:

(i) Definition of the derived urban hierarehy to result
from regional development expenditures in the light
of existing urban patterns and relationships, and in
particular whether the existing hierarehy of 4, 10 and
90 urban centers represents a desirable future pattern
or should be changed by growth center planning.

(ii) Specification of the inter-urban and urban-regional
transportation systems relevant for commodity and
population movements.

(iii) Determination of the resulting hierarehy of urban
spheres of influence; these spheres of influence to provide,
in echelon, the appropriate units for regional p]anning.

(b) That over a period of time--5 years or longer depending on
Driorities and available resources--a number of studies be
completed for Indonesia, the intent of which is to plan
means of integrating sectoral projects and programs in
each region to improve efficiency in resource allocation, to
induce further growth, to plan better intraregional
integration so as to reduce intraregional disparities, and
to respond to interregional plans for reducing interregional
disparities in development. These regional studies should
he based on the revised development regions resulting from
the review in (a) above.

(c) That a number of inter-regional studies be undertaken
emphasizing integration and coordination of the separate
regional plans on the one hand and introducing regional
considerations into sectoral planning to reduce interregional
disparities in development on the other. Four of these
studies should deal, respectively, with the four major
development regions derived from the analysis proposed in
(a) above. They should also include the specific manufac-
turing growth-center and related studies for their principal
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metropolitan c`nters, resoectivecy Medan, Jakiarta, Surabava
and Ujun- Pandang, just as the other regional studies should
i n clude the urban studies for theirs. A fifth studv would
he concerned with national-regional development strategv and
e a uity considerations among the four malor develonment regions.

In this wav, BAPPEN7AS w:ould have at its (1sDosal a comprehensive arrav of
investigation relater' to its rccional c½evelonment -oals and consisrent with
its regIonal develornment planning organiza.ion. The phasing of these studies
will, of course, have to be considered in the wider context of national
development priorities. The process could he sneeded un and the cost reduced
if training elments are built into the next few studies so that Indonesians
could complete the remaining studies. In this resDect LEKNAS (or some similar
organization and/or private Indonesian consultants) might be commissioned
bv BAPPENAS to work alongside foreign consulting groups as they did in the
Regional Fconomic Survey of South Sumatera. It is imnortant to btuild up an
Indonesian canacity to carrv out regional studies in the future.

Methodologv: Recommendations

155. It is further recommended that, in the future, an- regional
study that is initiated be undertaken only bv a single well-balanced team
which can undertake both the basic research and data collection that is
required and the project and program formulation. If this requires that
potential contractors form a consortium, this should be expected of them.

156. The team should be structured around kev planning personnel: (a)
a svstems analyst/regional planner with adequate background in regional eco-
nomics/economic geographv whose function is to ensure proper planning,
execution and coordination of sectoral specialists' work: and (b) a project
planner/economist who must evaluate alternatives developed bv the research
team, and translate these alternatives into specific projects. No groun
of consultants should be hired, whatever their reputation, without these
key personnel as full-time members of the study team.

157. Because of the importance of resource develonment in anv set of
regional plans in Indonesia, another key team member must he a physical
resource analyst whose function should be to specifv land caDabilitv,
minerals, forestry and fishing potentials. Eauallv, each team should
have a skilled agronomist/agriculturalist. Other skills reauired will he
in infrastructure analysis, marketing, transportation and in industrial
development. At the project analysis level, engineering canahilities
may he required. -Other specialists may be added, denending unon the
particular reeds and problems of the region. These needs and problems
s70nould be identified prior to developing anv contractual relationshlins with
consultants bv a Peconnaissance Mission comprising both C01 and foreig,n
participants. No studv should he undertaken without full participation by
GOI personnel (from BAPPENAS and sectoral ministries) and representatives
of provincial BAPPETAS.
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158. The basic research called for in the terms of reference of any
regional study should include both the "traditional" sectoral components and
regional analyses emphasizing intersectoral relationships in a proper snatial
framework, viz:

A. Sectoral Components

1. Land Capability and Availability; Land IUse;

2. Mtinerals, Fishing, Forest Potentials

3. Agricultural Economics/Marketing System/Social System

4. Industry

5. Rural/Urban Infrastructure, including Transportation,
Power, etc.

B. Regional Components

1. Effects of UJrban-Regional System of Settlements,
Infrastructure and Transportation on Spatial Organiza-
tion, Accessibility, Marketing, Agriculture and
Resource Potentials; i.e., Existing Growth Center
Relationships.

2. Effects of Inter-regional Relationships upon Intra-
regional Structure: Key Regional Considerations to
be Included in Larger-Scale plans, and vice-versa.

3. Nature of Alternative Potential Restructuring of Pegion:
Transportation, Growth Center Planning, Transmigration
and Settlement policies etc.

4. Regional Income/GDP studies.

159. It will he noted that the "regional" components require data inputs
from sectoral specialists. Thev are explicitly analytic (i.e., they focus on
intersectoral relationships), implying that the systems analyst/regional
planner must have adequate theoretical and quantitative skills and that
the research plan and budget made proper allowances for access to and use
of scientific research computers. They are explicitly spatial in that they
are concerned with the inter-related spatial variations of the sectoral
components within the region. They are re'ional in that they are concerned
with effective intersectoral coordination at the level of the region, and
with identifying coordinated multi-sectoral complexes emvhasizing forward
and backward linkages within the region. Finally, they are goal-oriented
in that the evaluation of the effects of alternative regional plans serves
to link analysis of intersectoral relationships to goals formulated for
the region by both regional and national policy-makers.
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CHAPTER V

PROPOSALS FOR STUDIES, TECHNICAL ASSISTANCES AND TRAINING

Natural Resource Inventory

160. MIore than two dozen cepartmenzs and institutes of other agencies
are involved in resource surveys and mapping in Indonesia; yet no compre-
hensive or completed natural resource inventory is available. Even basic
topograhic map coverage of much of the country is non-existent. Conse-
quently, ani integrated resource inventory and mapping proiect is recom-
mended. An integral project would acceleraze base map production, coor-
dinate resource survey programs, and provide the detailed resource inveaccz-V
required for national resource management and developrent planning. Tne pro-
posed project would accelerate the pace and improve the quality of resource
surveys and inventories to the point where, by the e.; < the second Five-
Year Plan period, natural resource informatior. and maps <eucte for informed
economic decision-making could be made available for mucn os _ndonesia's Land
area. To accomplish this objective, each phase of the natural resource in-
ventory and mapping program will have to be substantially acceleratad and
improved. Recognizing that availability of standardized base maps (orthophoto
sheets) is a prerequisite for coordinated resource surveys and analysis, the
formulation of the project would give special attention to the acceleration
of base map production by use of orthophoto equipment and processing tech-
niques which would allow rapid conversion of aerial photographs into ortho-
photo sheets at a scale of 1:50,000 which could be used as a "planimetric"
map on which topographic data or wide range of resource or thematic data
could be plotted. The project would also support a comprehensive program
of technical assistance in resource surveys and analyses for priority re-
gions, to be identified in accordance with the Government's regional devel-
opment priorities. These surveys and analyses would insure that the base
maps will be rapidly transformed into a system of thematic maps providing
properly organized, up-to-date information on such aspects as land use,
topography, hydrology, geology, demographic and social trends, infrastructure,
urban development, etc., for most of the land area of Indonesia. The ulti-
mate aim of the project would be to provide the Government with its first,
comprehensive inventory of Indonesia's resources and to establish an insti-
tutional framework for continued review and updating of the resource surveys
and analyses carried out under the project.

161. The project would have the following components:

(a) Aerial photography of appzoxiaa.tey 70% of
Indonesia at a photo-scale of 1;100,000. 1/

1/ Approximately 30% of Indonesia - all of Sumatera and part of Kali-
mantan -- is currently being covered by an Australian team,
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(b) Geodetic ground control for the aerial photo-
graphy in (a) above.

(c) Production of base maps for 100% of Indonesia,
including the area currently being surveyed by the
Australians.

(d) Forest inventory using aerial photography, remote
sensing imegery and ground truthing.

(e) Additional aerial photography, the extent of which
is yet to be decided for photo interpretation for
thematic mapping. This will be mostly at the
photo-scale of 1:50,000, which will provide ortho-
photo sheets at scales up to 1:20,000, but there
will be a provision for additional photography of
selected areas at a scale of 1:5,000 or even larger
for cadastral and irrigation purposes.

(f) Provision of a receiving station for ERTS and a
minimum sized data processing laboratory.

(g) Establishment of National Resources Evaluation
Agency to collect, collate and evaluate natural
and human resources data derived from ERTS, Aerial
Photography, Thematic Maps, Sector and Subsector
Surveys and Regional Studies, etc. The Agency
would incorporate a Data Bank of resource informa-
tion.

(h) Training for (i) specialized air navigation for
staff of the local aerial photography firms; (ii)
staff of BAKOSURTANAL; (iii) staff of the proposed
National Resources Evaluation Agency; and (iv)
some training in thematic map production for the
staff of the operational departments and agencies.

162. The Government, heavily dependent on the exploitation and export
of natural resources to obtain foreign exchange earnings, has recognized
the value and need for an integrated resource survey and mapping project.
It has also recognized that continued piecemeal inputs of technical assist-
ance in the surveying and inventory of national resources are completely
inadequate at present, and without radical improvement would not attain the
desired national objectives as outlined in their Five-Year Plan. The
Canadian International Development Agency is likely to join the World Bank
Group in the parallel financing of separate components of the project.

Regional Studies See Chapter III.
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Statistics

163. As reported in the "Review of the Statistical System of Indonesia"
(EAP-32) there are serious deficiencies in the statistical system in
Indonesia. The Central Bureau of Statistics (CBS) lacks status in rela-
tion to the Central Government Departments; there is no overall statistical
policy making body, which is paralleled by the absence of any coordinating
machinery at the rechnical level; the CBS is not provided with adequate
funds to carry out its functions properly; its-staff is poorly trained; and
it lacks essential statistical equipment and transport for survey work, but
not computers. (It has in fact three computers which will have excess ca-
pacity for some time to come, but it is short on software and programmers.)
All the main statistical series (national income accounts, production, em-
ployment/unemployment, population, wholesale, retail and import price in-
dices, etc.) are deficient, lack coverage or are not broken down adequately
for regional planning. The CBS needs to be upgraded in stature, essential
equipment provided and technical assistance given to introduce adequate
procedures and analytic framework, and-to develop the Academy of Statistics
(AIS) in CBS.

164. From the point of view of regional planning and development the
most important gaps in statistical information are:

(a) Complete breakdown of the national income accounts
at the provincial level on a consistent basis. The
work of the Regional Income Research Group needs to
be speeded up, with a common methodology formulated
and the provincial estimates reconciled with the CBS
estimates for the whole economy, and then the whole
set turned over to the CBS.

(b) Inter-island trade flows by tonnage and value.

(c) A more accurate breakdown of foreign visitors by
type of visitor (business, tourist, etc.) by tourist
area and country of origin.

(d) A more accurate recording of transmigration flows
(including spontaneous migration).

(e) A complete fiscal picture by province of expenditures
and revenues by source (central or local governments);
and inter-provincial financial flows among government
organizations.

165. As reported earlier, the UNDP, with the United Nations and the
World Bank as Co-Executing Agencies, is financing a substantial program
to remedy the statistical deficiencies. Although the project was late in
getting under way, the minutes of the first meeting of the "Tripartite
Review Committee" indicate that it "... was off to a good start during the
first six months of its operation." It is interesting to note also that
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language -- inability to speak Bahasa Indonesian on the part of the expa-
triate advisers and poor command of the English language on the part of
the CBS staff -- is a major difficulty. Proposals have been made to the
UNDP and the GOI to remedy this. The minutes also highlight the need for
better inter-departmental/agency coordination. The successful implementa-
tion of this project should go a long way to remedy the deficiencies out-
lined above, provided the global figures are broken down to at least the
provincial level. The 1973-76 work program includes the following:

1. Agriculture

(a) Crop cutting surveys for Rice, Maize, Rubber,
Copra, Tobacco, Tea and Sugar, 1973/74, 1974/75
and 1975/76.

(b) Census of Agriculture and Inland Fishing, 1972.

(c) Marine Fisheries survey, 1973.

2. Manufacturing

(a) Census of Manufacturing, 1974/75.

(b) Annual Survey of Large and Medium Establishments.

(c) Quarterly Survey of Selected Establishments.

3. Construction

(a) Survey of public sector activities, 1974.

(b) Survey of manufacturing units, 1974 Census of
Manufacturing.

(c) Survey of Construction establishments, 1975,
to be followed by annual surveys.

4. Transportation

(a) Railways -- annual survey.

(b) Inter-island, 1974 and 1975.

5. Public Sector Accounts, 1974 and 1976

6. Socio-Economic Statistics

(a) Household sample survey, annual.

(b) Population Census, completion of analyses of
1971 Census.



166. Before turning to training for regional and project planners,
and making broad recommendation regarding some of the fundamental problems
facing the Indonesian Civil Service, it is suggested that training in the
following two areas is necessary to strengthen planning in the regions.
First, there is a great need to train provincial kabupaten officials in
tax administration, and it is suggested that short-term courses should be
conducted by the Training Academy of Department Dalam Negri (Department of
Home Affairs) in cooperation with the Department of Finance. Second, the
Academy of Statistics--the training school of the Central Bureau of Statis-
tics--needs to be strengthened so that it can more quickly and effectively
upgrade its own staff in the regions, and to provide statisticians and sta-
tistical assistants to the BAPPEDAS and kabupaten/kotamadya planning units,
but the authors of the "Review of the Statistical System of Indonesia" are
surely right in recommending that the Academy's degree level course ought
to be turned over to the University of Indonesia, and the Academy should
concentrate its training efforts on Statistical Assistants, particularly
those for fieldwork and the recording, collation and analysis of primar_
data. Inaccurate collection, recording and initial processing of primary
data is the most important deficiency in the statistical system. The
Academy should train stitistical Assistants for both the Bureau's own
field staff and the staff of the BAPPEDAS, kabupaten and kotamadyas.

Project and Regional Planning

167. Turning now to the training of planning staff, there are a number
of training programs for macro-economic and project planning, but they are
uncoordinated, piecemeal attempts to meet a rapidly growing but largely
unfilled demand. Until very recently none of the programs included any
training in regional planning or the spatial aspects of sectoral planning.
These programs include the following:

(a) The PPN nine-month (shortly to be reduced to eight-
month), two-semester development planning course,
financed by the Ford Foundation and jointly organized
and run by BAPPENAS and the University of Indonesia.
It has increased its course intake to 60, an increasing
proportion of whom come from the provinces. The first
month is devoted to refresher courses in English and
Mathematics; the first semester provides a theoretical
background in macro- and micro-development economics
and in development organization and administration; while
the second semester continues the training in development
economics and introduces the students to project analysis
and evaluation and, very recently, to regional planning.

(b) The University of Indonesia, with the assistance from the
Bank's Economic Development Institute, has held two shorter-
term courses in project planning, largely for the staff of
provincial universities. Next year, two further courses
(with 30 students each), in project planning will be held-
one general course and one agricultural course.
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(c) The road transport project preparation and evaluation
training, provided for under IDA Credits Nos. 154 IND
and 388 IND.

(d) UNICEF, in cooperation with the Directorate-General for
City and Regional Planning in the Ministry of Public Works
and Belgian Government technical assistance run courses
in the social aspects of planning in Bali.

(e) The Technological University of Bandung gives courses in
"Planology", which includes regional and town planning,
but its curriculum is essentially a physical planning one.

(f) The Ministry of Home Affairs has a number of training
courses for officials of kabupaten, kecamaten and desa
local governments, but these are basically courses in
politics and public administration. They are much
needed, but they do not give any project or regional
planning training.

168. There are no undergraduate or graduate courses in either project
or regional planning at any of the universities in Indonesia and Geography
is also a much neglected subject, but such a state of affairs is not un-
commn in LDCs.

169. There are both short-term and longer-term education and training
needs to remedy the many deficiencies described above. Taking the longer-
term educational requirements first, it is recommended that:

(a) The "Planology Course" at the Technical Institute
at Bandung be strengthened and the syllabus modified
to include a larger economic content in its Regional
Planning Course;

(b) A Graduate School of Regional Planning be created at
Bandung to provide higher level Regional Planning 1/; and

(c) The Geography courses be strengthened at the provincial
universities, particularly by introducing economic geo-
graphy/spatial planning courses which can be taken by
undergraduates majoring in the social sciences.

1/ An initial cadre of regional planners will have to be trained overseas.
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170. In the short-run there are five requirements:

(a) To'continue the 6 weeks courses in project planning
run by the University of Indonesia, essentially
to train Indonesian project planning trainers.

(b) To duplicate the existing PPN post-graduate, diploma-
level course in Development Planning, by having two
courses each year. It might be a good idea to hold
one course in Jakarta and one in Bali. The process
of reorienting the'courses by increasing the project
regional planning requirements should be continued.
It is important that the trainers be largely
Indonesians, instructing in Bahasa Indonesia. These
PPN courses would provide trained people for BAPPENAS,
for the planning units of the central government de-
partments and'for senior staffs of the provincial
BAPPEDAS. If it is assumed that 60 of the 120 course
places each year are made available for provincial
staffs and there is a wastage rate of, say, 15%, then
in 5 years the provinces would have about 250 trained
staff. On a straight average basis this would mean
about 9-10 per province, but on a population basis
the larger provinces would probably need more and
smaller provinces fewer.

(c) The UNICEF/Belgian/Directorate-General for City and
Regional Planning course in the social aspects of
planning should be given as one of several sectoral
courses needed in project planning, and should come
under the overall umbrella of the PPN organization.

(d) For Departemen Dalam Negri to organize lower level
courses, which would concentrate on all aspects of
project planning and development administration and
some aspects of regional planning. It would train
project planners in a very practical three-month
course for the junior staff of the provincial BAPPEDAS,
some of the staff of the vertical jawatan and provincial
dinas and for the senior staff of the planning units of
the kabupatens and kotamadyas. Case studies taken from
the INPRES, Desa and Bimas programs would be used to
illustrate simple cost-benefit methods. Also training
would be provided in progress reporting, planning pro-
cedures and form filling to meet the planning require-
ments of BAPPENAS and the provinces. The task of
training the number of lower level planners for the
provinces and the higher level of planners for the
282 kabupatens and kotamadyas is immense. As a minimum,
if we assume that on average the BAPPEDAS and provincial
dinas need 10 and each of the kabupatens and kotamadyas
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need 5, the net initial number of trainees is about
1,670 net or 1,965 gross. To train these in classes
of just over 30 over 5 years would require 4 training
teams--one to each of the 4 wider planning areas, giving
3 courses each year of 3 months' duration, or a total of
16 trainers, assuming 4 trainers per team. These lower
level project planning courses would have to be given
entirely in Bahasa Indonesian. Fortunately, there are
a number of Indonesians available, who have been trained
in the two EDI assisted courses referred to in paragraph 167,
but not all these will be available, and additional teach-
ers will have to be trained in order to meet the minimum
demand outlined above.

(e) To implement the INPRES Training Project proposed for
Bank Group financing. The project envisages the Training
Academy of Departemen Dalam Negri organizing courses for
INPRES staff, with teachers for the courses being provided
by the respective central government departments and
agencies. Thus Bina Marga would provide training in the
design and construction of low cost roads and bridges,
the Department of Public Works courses in small-scale
irrigation works, and PPN in simple project planning
techniques, which would be at a lower level than that of
the project planning courses proposed above. These pro-
posals are worthy of support. In time this training for
the INPRES program should be expanded to provide training
in planning and development administration for other types
of kabupaten and des& investment programs.

171. With respect to training accommodation for the proposed PPN
courses, the Directorate of City and Regional Planning of the Department
of Public Works has two suitable residential training places--one in
Bali and one in Jakarta--which could be used for this purpose. It is
important that the lower-level project planning courses should be held
in the Provinces. The proposed four teams of four project planning
trainers would be based in the four planning regions (one team to each
region) and would give their three-month, three times a year, courses
in each of their region's provincial capitals in turn. Until a sufficient
number of trainers have themselves been trained, it may be necessary to
start the first few project training courses off in Jakarta and Bali.
Provision should be made for interchange of trainers between the regions
and each trainer should be brought back periodically for a refresher
course in Jakarta or Bali.

172. In addition to providing courses for planners, BAPPENAS should
arrange for PPN to provide part-time lecturers/trainers to give the ele-
ments of project planning in the public administration training courses
run by each of the departments, particularly those of the Ministry of Home
Affairs and Lembaga Administrasi Negara (LAN) for training provincial and
kabupaten/kotamadya officials.
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Administrative Reform

173. The specific training programs and technical assistance mentioned
above should go a long way in improving staff capabilities in the planning
field. However, there are many fundamental and serious problems that beset
the Civil Service. Some of' these problems are: outmoded salary structure,
over-manning, lack of accountability, inadequate delegation of responsi-
bility, inadequate personnel policies (staff development), lack of middle
level managers and above all the lack of relevance of training and education.
These deficiencies will continue to undermine, if not nullify, benefits
brought about by specific but piece-meal training and technical assistance
programs. The GOI has embarked upon a program of improving its administra-
tion; there is a Minister of State for Administrative Reform to coordinate
activities in this field; Repelita II provides the framework for the GOI to
review many or all of the above: issues so that policy changes can be made
and a specific program to modernize the Civil Service can be initiated to
avoid waste and delays; and the greatly increased oil revenues should pro-
vide the funds for implementing the major necessary reforms. But progress
so far has been slow. LAN is weak, needs to be rejuvenated and, since
Indonesia is short of specialists, expatriate expertise would seem to be
necessary in order to assist the Minister of State and LAN to fulfill their
heavy tasks.

174. It would be outside the scope of this report to analyze in detail
all the problem areas mentioned above. However, the rest of this chapter
is devoted to the most urgent problems: technical assistance, salary struc-
ture, dispersion of training, the recognization of LAN and the training of
a corps of development managers.

175. Technical Assistance. In Chapter II mention is made of the fact
that much of the current external technical assistance is being provided
and is being received by Indonesian agencies without coordination and with
too little supervision. Accurate and complete information about expatriates
at present in Indonesia under various bilateral and multilateral aid pro-
grams in the public sector is difficult to come by. Information gathered
from various foreign and Indonesian sources indicates that at present there
may be more than 1,500 expatriates serving the public sector. Several Gov-
ernment offices, like BAPPENAS, the Coordinating Committee for Foreign Tech-
nical Assistance (CCFTA - attached to the President's Office) and also the
UNDP Resident Mission in Jakarta, foreign missions and the staff of the IBRD
Resident Mission maintain information on foreign experts operating in fields
of interest to them.

176. A comprehensive roster of expatriates in Indonesia, summarizing
each expatriate's competence and experience, would provide a valuable
source of information to various departments and agencies needing short-
term specialized advice and assistance. Before recruiting additional
expatriates, it would be advisable to explore the possibilities of using
existing expertise, regardless of its source of funding. In cooperation
with UNDP, bilateral and multilateral aid agencies, it is suggested that
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BAPPENAS and the CCFTA assign one senior and two junior officers on a full-
time basis to prepare such a roster, distribute it and keep it up-to-date.
Perhaps the UNDP could assign a qualified officer to provide initial assist-
ance to BAPPENAS and to CCFTA in the preparation of the roster.

177. Training of Indonesians should be given the highest priority
under technical assistance assignments. In this respect the GOI should
ensure that the expatriates are not only qualified in their sectoral or
functional specialization, but that the larger projects have a training
specialist who would be responsible for organizing the training of counter-
parts. Any training, and particularly counterpart training requires careful
planning and close supervision. Major aid agencies and the UNDP may be well
advised to consider appointing a training officer in their missions in
Indonesia. Courses in Bahasa Indonesia should be provided for all technical
assistance personnel having wa881mets longer than a year.

178. Salary Structure of Civil Servants. The Indonesian salary
structure and allowance system is extraordinarily complex and outdated.
Efficiency and accountability can hardly be expected of civil servants,
even if adequately trained, if they have to hold two or more jobs to
maintain even a basic acceptable standard at their levels. The main
problem facing any agency becoming involved with technical assistance,
training or any aspect of development projects is that of salary structure
and conditions of service. The GOI is moving towards a better pay struc-
ture, but until the system is more radically revised, it is not possible
to anticipate any real change in attitude or motivation resulting from
technical assistance or training programs. In addition to a general
salary increase, it may be necessary to offer additional financial remu-
neration, or even an extraordinary salary scale for a selected pool of
"Indonesian Development Managers - IDM" (see para 183).

179. Dispersion of Training. There are about a score of institutions
outside the formal education system which provide training to civil serv-
ants. Thus, most of the Government departments have their own trainning
programs. On the face of it, one should be encouraged to see evidence of
interest in training, but familiarity with the quality of training, its
dispersion and lack of coordination, reveals that, except for programs in
technical fields, much of the training is of limited utility at best.

180. Outside the formal educational system there are more than 25 en-
tities, including governmant departments, which award degrees recognized
by the Department of Education. Often little differentiation is made
between education and short-term, job-oriented training, and many govern-
ment agencies provide both. Usually the employer pays all costs incurred
during training, including an incentive allowance paid during training.
A diploma or a degree is often the sole purpose of training, as this, in
most cases, automatically entitles the holder to promotion and financial
benefits. Most of the training is conducted under an orthodox classroom,
lecture-notes environment.and without the aid of modern teaching materials
and methods. Serious effort is needed to coordinate training, separating
education from job-oriented training and improving training quality.
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181. National Institute of Public Administration. Established in
1957, Lembaga Administrasi Negara (LAN) is the central authority for public
sector training and administrative organization. LAN's charter gives it
authority to provide and coordinate all training and retraining of over
1,300,000 central and provincial civil servants; in practice much of the
training is overtly or tacitly delegated to departments and agencies. IL
provides advice and assistance in organization and methods, assists the
Minister of State for Administrative Reform and is required to approve all
major organizational changes in government departments. It has a full-time
professional staff of 50 and a roster of 300 part-time lecturers. Its head-
quarters and Clerical Training Center are located in Jakarta, and it also
has centers in Ujung Pandang and Bandung. With its present staff capabili-
ties LAN is unable to fulfill even a fraction of the responsibilities as-
signed to it, and it is for this reason that it has had to delegate consid-
erable responsibilities to other departments and organizations and to tacitly
acquiesce in much else that goes without its formal approval.

182. It is suggested that, before any consideration is given t.-
strengthening LAN by way of additional staff and budgetary resourcef_
a small high level committee, chaired by the Minister of State for Ad-
ministrative Reform, be appointed by the President to (a) review urgent
training needs of civil servants; (b) assess existing training facilities
and programs; (c) review the organization, procedures and staffing of LAN
and (d) make recommendations for improving the overall direction and coor-
dination of training in the public sector and for improving the public
administration technical assistance provided by LAN. This investigation
should be carried out over a period of several months, with the help of
technical assistance--management experts, training specialists and 0 & M
experts, possibly provided by the Royal Institute of Public Administration
(RIPA). Once LAN has been reorganized and strengthened, consideration
should be given to carrying out Organization and Method (O & M) studies
of each central government department, again possibly with the help of RIPA.

183. Indonesian Development Managers (IDM). While the Committee re-
views training needs of the civil service and evaluates the quality and
relevance of the existing major training institutions particularly that
of LAN, a concerted effort should be made to develop a corps of Indonesian
Development Managers (IDMs) who at present are'in short supply. It is
recommended that consideration should be given to initiate an intensive
program to train a corps of 300 to 400 IDMs over the next 5 to 6 years.
The existing training institutions and programs in Indonesia in the public
administration field are too academically oriented and not suited to train
and develop managers. Two years ago, the Royal Institnte of Public Admin-
istration (RIPA) of the United Kingdom, in association with LAN, embarked
upon a program to train a cadre of generalist civil servants. Briefly, the
RIPA 5-year program intended to train some 200 officers in fact-finding and
analytical techniques through seminars and courses to be conducted by LAN
and RIPA assistince, and by widening their managerial experience by planned
rotation under close supervision. The officers were to be trained to accept
delegated duties, given accelerated promotion and financial incentives and
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employed in task forces within key ministries in Jakarta and select2d "-ov-
inces. The proposal included a provision that trained officers would 'be
constructively employed and that their progress would be regularly appraised.
After two years, the progress of each candidate was to be assessed by tlhe
department concerned, RIPA and LAN.

184. The RIPA program has merit. RIPA, a non-profit managcmear/traizniag
organization, has vast experience in this field. It believes i!: US-.'-5t as
much local capability as possible in the implementing of its programs. How-
ever, the mid-way review of its 5-year program reveals that the success of
the program would depend upon greater support by local agencies (esnecially
by LAN) than has been forthcoming thus far. The beneficiary departments
(Works, Agriculture, Industry and Home Affairs) have shown interest in work-
ing with RIPA to organize training programs for their staff. RIPA is review-
ing its program and is considering changes, including larger headquc'rter (15K)
input than originally planned. It is strongly recommended that the GuI re-
view the RIPA program and assist in removing the bottlenecks. 'he ,ro-raui
should be revitalized, expanded and given necessary financial ard IL.s:itu.u

tional support under existing or new arrangements.

185. To sum up, the immense task of improving the efficiency oF the
civil servants will take a long time. The GOI, however, should initiate
a systematic program to review various issues affecting the service.
Highest priority should be given to salary administration, assessment
of training needs and evaluation of training facilities, and the develop-
ment of Indonesian Development Managers. To facilitate the latter, the
GOI should review the RIPA program, expand it and train a corps of devel-
opment managers who can be used in task forces under a supervised prograni
in various development agencies throughout Indonesia.


