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Real iat i c  pro jeot preparation require6 ara a a t  art ing point inf m a t  ion 
oonoerning the availability of f ishery reeauroes and their  marketing 
potent id; pro jeote d e o  have t o  be related t o  wider national eocial 
and eoonomio polioies. The background informat ion required ia detailed 
aa w e l l  ae the poaeible m e w  of ~seese ing  pro jeot viability. 



1. INTRODUCTION 

The purpose of t h i s  paper is t o  give a brief account of project preparations which 
the Government of Indonesia have undertaken in  the past five years i n  an effort  t o  devlelop 
fisheries projects i n  Indonesitl. The experience deals with project proposals which the 
Government have forwarded t o  international. financing inst i tut ions (~nternat ional  Developman1 
@nay o r  Asian Ibvelopment ~ank), and bilateral  agencies l ike the Ovlerseas Economic 
Cooperation Fund (CIECF) , Japan, Up t o  the present the Government hse received several loan1 
for whioh Government-owned enterprises are the executing agencies for implementation. 
Table I below indicates the summary of loans. 

To propose a fishery project fo r  financing by any banks or donor countries, it is 
necessruy first t o  identifg invlestmant opportunities. In Indonesia, as i n  most okher 
countries, the stmiw points of identification are two: the availabil i ty of fiehery 
resources and thei r  marketing potential. Fishing grounds and resources are normally 
assessed and ~ ~ m r e y e d  by vasioue agencies and biologists. F r o m  the viewpoint of resouree 
availability, the proposed fishing grounds must be adequate t o  support substantial commer- 
c ia l  exploitation. The species t o  be exploited should have a market e i ther  for  export or 
for Qmestic consumption. 

IPurthermom, the proposed projeot has t o  be examined for  consistency with the Govern- 
ment overall economic policy. Indonesia is now implementing her Seoond Pitre-Year Develop 
mnt Plan  (1974/19751978/1979). The Clot~ernment has wcorded high priority t o  the develop 
mrnt of fisheries, whioh is not only a major source of domestic animal protein supply, but 
also a potential source of foreign exchange earnings. Indonesia's fisheries development 
plan envisages the creation of integrated fisheries complexes with w e l l  balanoed sea and 
&ore faoil i t ies .  Emplementation of the plan reqaires substantial foreign aesistanoe t o  
meet the necmesary capital requirements. Govlermment al lwations from the developenent budgel 
w i l l  be oonfined t o  creation of the infrastructure. 

Table I 

External ProAect Aid t o  f isheries Sector by International 
Financing Institutions and Bilateral Mncy 

Foreign exchange Financing Approved 
component of loan inst i tut ion Year 

(US$ millions) 

Aer I'embaga Skip jack Fisheries 
Pro jeot 

Sabang & Benca Tuna Long-line 
Fisheries Project 

3.5 IDA 1970 

Riau Fisheries Development Project 2.5 BDtB 1972 

Sox%ng Skipjmk Fisheries Project 7 9 AIlB 1973 

Fisheries Credit Project (8mbon Skipjaok, 
Java & South Sulamsi Pond hprovenent 
and Java Trawlers pro ject) 6.5 IDA 1974 

Jakarta Fishing Port Pro jeot 28.9 ax%' 1974 



To -Set the guidelines for  project prepmation consist of the  following: 

1. Introdulation 
2. Backgrawnd information 
3. Marketing features 
4. The Projeot 
5 Organisation and management 
6 ,  Pro jeot benefits M . Q ~  jwtif ioation 

Bwkground information aoncerns i n f o d i o n  on the national economy i n  -nerd w i t h  
particular referenoe -i;o the eoonomic situation i n  the region wherr, the projected invsatme 
irr planned t o  t a w  glace* Any such general m y  should take inta acnount the targets  a 
the curmnt FiwwYew hvsslapment Plan with mspect t o  the rate ~f g~owth of (3DP, employn 
and the bdanoe of paynreenta, as -11 ss the e-cted growth of pspd.ation and other exoge 
variables. It should also take account o f  scmisl policy i n  gex:wd. including i n  par t i cd  
those aapecta of it relat ing t o  food supply md the price level. 

I n  addition, baukgmund data t o  a fisheries investment project should imlude apeci 
o d l y  f isheries data covering m h  mat-kers as the distribution and estimated abundance sf 
fish stooka. Infomuition &oul.d d s o  be given on the pretlent s t r u o t w  of the indwtry, 
ice. the pattern of the f lee t ,  the availability of storage and processing faci l i t ies .  & 
on the i n f r a s t m t u r e  is, of OWSel deto relevant and information concerning the avajlal: 
of power, water, ski l le8  manpower, etc, should also be presented. 

3. )rLARKETING FEATURES 

The market aspects oonstifute a separate section baling with marketie~g and distri- 
bution of fisheries p r o d ~ t ~ ~ .  This is very fmporta-k, because a project, whioh does not 
have promising prospects for  the maFbting of i t 8  a t p u t  e i ther  for  dame s t io  oonsumption 
o r  export, is unlikely t o  be econaniciflly viable and therefom would not be wcep9ed by 
aqy bank or  other financing agency, 

The preparation of a projeot should therefore undsfialee an examination of trench i r  
the demand and supply of the produats t o  be produced by the pro jact mele r review, I n  cor 
s i b r i n g  bmsnd the relationship between changes in  prioe and the dsmruld fo r  the commodil 
i n  question (tbs price e las tmity)  ahould be oonsidemd ss well w the income elas t ic i ty ,  
i.e, how demand fo r  the produot reante t o  changes i n  per oaput income, 

At t h i s  sfage the inst i tut ional  arrangements for  mar;keting the prodwt should also 
determined. I n  t h i s  respect them tlre a mber of po~s ib i l i t i e s ,  the two main a l t e r n a t i ~  
being ei ther  through o o n f m t  o r  by consignment, Under the former type of arrangement a 
prioe is negotiated i n  advance of b l ivery ,  and i n  addition t o  prioe the agreement asuall 
speoifies the quantities t o  be taken by the byysr, the quality of fhe product, the & l i v e  
point and the mangemants fo r  payment. In  consilgnmsnt sales the fishermen (or other prt 
drtaer) wsually entrusts the sale t o  a dealer who chargee a o d s s i o n ,  usually a percent4 
of thb mtLli4ted d . ~ .  

4. THE PROJECT 

This section should begin with a physical damription of the pro jsfst, For s fishday 
projeot t h i s  w i l l  normally oonsist of the corurlmckion, equipment and the operation of 
fishing vesssle, or the establisbmsnt of p m e e i n g  plm1;sl @.g. cold stoma, freesing 
plants, oannerg, eto., together with mfrigemtsd trsza~w& ruld neb' wtd 7 ss,%ione 
throughout the distribution system. In m m  o w e  ehea project O ~ W ~ L T I  Lr~~g3tmnt 1 

landing plams, e l i p p ~ ~ s ,  mpdr yasde, eto. t o  sdxloh origlr,t k abtwhed ofti-  building^, 
boosing amd otbr mmdoara. 



TSae period of construution of the project must be specified i n  terms of calendar year 
and indioated by an investment time schedule, which includes preparation of tender douunmntc 
a d  speoifioatians, procurement procedures, importation of equipment and maohinelclg, trans- 
portation of constmotion material, construation and erection, and i n i t i a l  test ing operatiox 
To keep up with the implementation schedule , it is important t o  observe the guidelines fo r  
proourement issusd & the lending banks. Normally, the proourement of imported goods and 
mrviaes is undertaken on the baais of international competitive bidding. h m r ,  i f  the 
a o n t m t  does not e m e d  a certain amount, it is awarded on the basis of bida or  quotations 
obtained from a reasonable number of suppliers. 

#hen the scope of the project hasl been dstermined, the next step i s  t o  estimate the 
total project costs based on current prices but taking in to  consideration future price in- 
areasea during the implementation period. The t o t a l  project cost can be divided i n  a 
nwnber of ways; one such way is t o  divide between fixed oapital and i n i t i a l  working capital,  
fixed capital can further be divided in to  the foreign exoh- requirements t o  cover the 
importation of equipment, mmhinery and aervioes snd the Rupiah cost fo r  lwal purchases. 
It is mud t o  prepare a financing schedule t o  describe the different sources of funds. 

lkpr ienae i n  t h i s  respect has indicated that the Asian Developmsnt Bank and the 
h m a a  Economic Co-operation Fund ( ~ a ~ a n )  require tbat the local Rupiah oosts should be 
met by the Oovemnt  of Indonesia i n  the fom of a domestic bank loan and Chemmant 
equity partioipartioa, The International Development Brasociation (IN) the  soft  loan a m  of 
the World Bank w i l l ,  howevler, finance not only foreign exchange oosts, but also an element 
of local Rupiah requirements. Finslly, it should be mentioned that  the capital structure 
for the proposed project  ha^ always been determined on the basis of debt t o  equity ra t io  
of approximately 7 t 3. 
5. ORGANIZATION AND MANAGEMENT 

A s  noted abom th i s  paper deals with the preparation of Oovarrnaent pro ject proposals 
to be Bubmitted t o  international banks o r  donor countries. Therefore the executing agency 
for implementation is a Government enterprise. It is important t o  select  an appropriate 
means for  proper implementation and operation. I n  Indonesia there are three types of 
Government enterprise t Dommment Agenay (abreviated per jan) , Public Corporation (~emmn) an 
Public Campany (Persero) . 

Government Bgency is an enterprise operating under Ministries and normally engaging 
in public n t i l i t i e s ,  l ike electr ici ty,  water sapply, railways, etc. The main objeotivle is 
to serve the public interest. Public oaa~pqy is a CCommment-owned enterprise engaging the 
business act iv i t ies  with a purely profit motivation. Public Corporation deals with business 
which l i e s  somewhere i n  between the w t i v i t i e s  of Goverrrmental Bgenoy and Public Canpany. 
For ca~~ne rc i a l  operations, projects are normally executed by Public Company or Riblic 
Corporation, but fo r  projects where considerable infrwtructure f ao i l i t i e s  a m  involved and 
the service rendsred is not a purely colilmercial operation, Gcmmmsntal @rwy is  the^ appw 
priate instrument for  implementation aa for  example i n  the o w  of a fishing port project. 

Once the appropriate type of legal enti ty i s  mleoted, it is also neceemwy t o  propom 
the organieation and strwtuzle of the enterprise. This inoludss organization ohart, job 
desoription, departmental organization, and personnel recruitment. 

6. PR0JEC.F BWEFITS AND JUSTIFICATION 

To tee t  the e a b i l i t y  of a project a number of yardsticks can be umd. First of all 
is eaonmic consibration. This involves some calaulations comprising projected income 
statement, pro jeclt cash flow and the computation of financial and eoonamio rates of return. 
The prajeoted h a m s  statement deals with estimated mmnub, estimated opera%ing oosts and 
projected profit. The projected cash flow demribes the sources and application of Aulda 
over the estimated econanio l i f e  of the projeot, and establishes disbursement and repaynzsnt 
eoheduleat. Computation of finmaid and e o o n d o  rates of return measures the oonmemieil 
profi tabil i ty of the prcsjeot as w a l l  as the s o a i d  rsturna. Apark hcoan econamio farrtors, 
rrm~4--4- rr--final a sum arrm+4-a 4 m & i  .Pi -A rm +hn krai a n9 C h d  rr amnln-nt nmatinr, nntan*i 


