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FUND REQUIREMENT FOR CONSTRUCTION

.For predicting the financial requirement of the project con-
struction at the implementation time, the project cost is estimated
on the basis of two different construction system, namely, contract
system and force account system. It is assumed that the project
construction will be executed by a contractor or contractors selected
through international competition in case of contract system, while
most of the construction works will be carried out by the Government
itself in case of force account system,

Two different estimates of the fund requivement are made based
on the following conditions:

Contract system {(contract base)

1. The cost for land acquisition is estimated on the basis
of the aectual purchasing cost,

2. The cost for machinery and equipment is estimated on the
‘basis of their depreciation,

3, Cost escalation /1 during construction is incorporated;
8 % per annum during the period of 1976 ~ 1979 and 7 %
in and after 1980 for foreign portion and 15% during the
period of 1976 .~ 1979 and 10 % per annum in and after
1980 for local portion,

Force account system {force account base)

1. The cost for lan&=écquisition is estimated on the basis
of the actual purchasing ‘cost,

2. The cost for machinery and equipment is estimated on the
basis of purchasing cost instead of depreciation,

3. Cost:escalation /1 during construction is incorporated;
8 % per annum during the period of 1976 -~ 1979 and 7 %
in and after 1980 for foreign portion and 15 % per annum
during the period of 1976 - 1979 and 10 % per amnum in
and after 1980 for local portion,

Estimated fund requiremenfs are US$262,01 million and U33277,08

‘million for the contract base and force account base, respectively as

shown in Table II-13 to Table I1I-14, The disbursement schedule is
also presented by each sector in Tables fI1-15 and 1116,

[l:. The rate of price escalation is estimated by referring o
"Price Forecast for Major Primary Commodities" prepared by
IBRD, July, 1975 for foreign portion and to domestic price
trend in Indonesia for local portion..
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Table TII-13 Fund Roqulrement for Constructlon
(Contlact Basec )

_ 7 _ (10% Usg)
K Foreign : Local S
Item Portion Portion Potal
Iam & Reservoir 26,970 88,250 115,220
Hydropower 14,010 2,520 16,530
Irrigation /1 31,520 44,430 75,950
River Improvement ﬁl_ 19,150 35,160 54,310
Total 91,650 170,360 262,010

Note: The same costs as estlmated in the previpus fea51b111tv study
are basically applied for dam and hydropower except the land
acquisition and resettlement cost for dam which is revised,
based on the results of the survey conducted by Gadjah Mnda
University in May 1073.

L“. Only the actual purchasing costs of land and houses to
be acquired for the implementation of the project are
ineluded excluding the cost for resettlement such as
transportation cost and new housing,

Table III-14 Tund Requirement for Construction
(Force Account)

3 uss)

S (10
Foreign Local
Ttem Portion Portion Total
Dam & Reservoir 26,970 88,250 115,220
Hydropower 14,010 2,520 16,530
Irrigation [I 34,270 47,880 82,150
River Improvement /1 27,700 35,480 63,180
Total 102,950 174,130 277,080

Note: The estimated construction costs for dam and hydropower are
based on the contract base, -

/1: Only the actual purchasing costs of land and houses to
be acquirved for the implementation of the project are
.included excluding the cost for resettlnment such as
transportation cost and new hou31ng.
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REPAYMENT CAPABILITY .

Repayment capability of the project construction cosb is brelfly
investigated by preparing cash flow table on the basis of the expected
project ¥revenue and the estimated fund ‘requirement with assumed finan-
cial conditions, (In the preparation of cash flow table, the fund re-
gquirement estimated in the case of force account is applled for the
conservativeness of the analysis, )

The expected revenue for the Government from the Wonoglrl Multl—
purpose Dlam Proaect consists of direct one such as water charge /1 and
power tariff /2 and indirect one such as increased tax income including
land tax and'reduced expenses on flood protection or damages. Expected
savings of foreign currency by reducing the imports of rice are also a
kind of indirect revenue in terms of foreign currency.

For the repayment analysis, the required fund for the project
construction is assumed to be provided on the following conditions:

- Foreign currency portion of the. project construction cost will
be financed by bilateral or intermational organization with the
interest rate of 3 % per annum and its repayment period of 30
years including 10 years of grace period.

- Local ¢urrency portion of the preject construction cost will be
financed by the budget allocation of the Government,

© Under thesc conditions, an analysis is made to investigate how the
direct revenue will be able to contribute to the repayment of the fund
after covering the operation, maintenance and replacement cost and to
estimate the reguired fund for the repayment which is to be provided by
the Government subsidy, The results of the calculation are presented
in Table 11117,

As is expected, the direct revenue is not sufficient to repay the
fund but covers the required operation, maintenance and replacement
costs, This is due to the characteristics of this multipurpose dam
project that measurable direct revenuc is very limited and the expected
indirect revenue is difficult to estimate correctly although it is con-
siderably large.

Required ameunt for repayment is estimated at US$2.5 million -to
US$7.0 million per year during the period of 1979 -~ 2005, This fund
shall be provided by the Government subsidy most of which will be able
to. be allocated from the indirect revenue. Particularly, the expected
savings of foreign currency /3 will attain large amount, which is
anticipated to contribute to the fund repayment indirectly.

[1: Water charge = Rp.20,000/ha x 23,200 ha

Il

Rp.464,000,000/year (+US$1,120,000)

/2: Power tariff = Salable power 27,027 Mwh x Pover rate US$0.048/kWh
= US$1,300,000/year

/3t DBxpected increase in rice production
(272,800 t ~ 87,747 ) x 0,52 + 96,200 +
Savings in foreign currency
96,200 t x US$450/t = US$43,290,000
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3,  SOCIO-ECONOMIC IMPACTS

Besides the bencfits explained in Econemic Evaluation, favourable
socio—~economic impacts are expected to accrue from the implementation.
of the project such as impacts on regional economy and socio-economic
stability.

Negative impact is also anticipated to come out from the project
construction such as' inflation and deterioration of local community
1ife caused by reservoir construcbion, for whiech careful congideration
should be -given to minimize any possible adverse cffects.,

EMPLOYMENT OPPORFUNTLY AND TRANSFER OF KNOWLEDGE

Substantial employment opportunity is ecreated through the imple-
mentation of the project from the stage of construction to that of
operation and maintenance. During the construction of irrigation
facilities and river improvement works, the required manpower is esti~
mated at 8,500 men/month and 4,600 men/month per year, respectively,
while about 400 perscens will be permanently required for tlhe operation
and maintenance work both of irrigation and river improvement,

" Besides the comsiderable job opportunities to be created, the
project melementmtlon will p1ov1de good opportunities to the local
staff in gaining experience in various work fields and improving their
skills on the jobs, . Through . these, Indonesia will accumulabe necessary
knowledge and skill for the future developm nt.

_ Dmploymenb opportunltv'ls also expected to inerease on farm by
the introduction of intensive c¢rop cultivation, Since there exist

"congiderable unemployment and underemployment on farm in the project

area, increased job opportunity to be created by lhe project will no
doubt provide benefit for solving the unemployment problem.

REG TONAL ECONOMY AND SOCIAL STABILITY

Improvement of local transportation is expected through the con-
struction of operation and maintenance road along the 170-km main canal
60-lue levees along the main Sala river and tributaries. The expanded
road system will not only facilitate the cconomic activitiés in the

region particularly for agriculture but also contribute to inter~regional

transportation and communication.
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Increased agricﬁltural production with the irrigation project
will increase farm income in the region, This increased farm income

" will enhance the economic activity. in the reglon thlough its multiple

effects on other sectors of the econemy,

lelng'constions including health and sanitary conditions will
be improved by the completion of the flood control measures combined
with dam and river improvement works as well as through electrification
by Wonogiri power station,

Socio~economic stability in the region will thus be promoted
through all of the above mentioned effects, Parbicularly, the shift
from near-subsistence farming to more intensive agriculture will
conbribute to the social security and stability.

NEGATIVE IMPACTS

One of the negative impacts on the regional economy would be a
inflation caused by massive -employment of laborers and purchasing of
the materials for construction and consumptive goods during the con-
struction period.

Major negative impact might come from the land acquisition required
for the implementation of ‘the project, particulary for construction of
the reservoir which will submerge approximately 7,000 ha of the culti-
vated land with over 11,000 families living on it,

Although the people affected will be fully compensated for the
loss aof their lands and quarters, they will not be able to cont inue their
livelihood as they used to. The community life in the adjacent area
will also be seriously affected by the .structural change of the community
such as decrease in the number of village people, their relatives, and
village f30111t1es. :

It is, thc1efdre, contemplated that preparation of the recon—
struction program of the local community is. also an important problem

“as well as the resettlement of the displaced people and seeuring alter-

native employment for the successful exeeution of the pro3ect

So far, prellmlnary and secondary surveys for uhe componsatlon of
the submerged area were conducted by Gadjah Mada University, The last
survey is now being undertaken, results of which are scheduled to be
submitted in the middle of 1976, In Dezember 1976, about 500 families
in the area %o be submerged will be transmigratd to Sumatra as the

‘first step of the resettlement and the preparation is now being made

by the Resettlement Committee,
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