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i, INTRODUCTION

In response to the request of the Govermnment of the Republic of Indanesia (bereinaitec ceferred
to as "the Government of ladonesia™), the Goveenment of Japan has decided to canduct a Study oa
Inregrated Development Project foc Rural Cooperatives in the Republic of Indonesia (hereinafter
ceferred to as “the Study™), in accordance wich the relevant faws and recmlauons in focce in Jagan,

Accordingly, Japan Intecnational Cooperation Agency (heceinafter referred to as "JICA™), the
official agency responsible for the implementagon of the techmical coopevation progeams of the
Government of Japan, will underiake the Study in close coopecation with the authorities concerned of

the Government of Iedonesia, ’

The preseat document sets forth the Scope of Work with regard to the Stdy.

1. OBJECTIVES OF THESTUDY
The objectives of the Study are;

. 1-1.To evaluate the activities of rural cooperatives (Koperasi Unit Desa | hereinafter ceferred to as
“KUD") in past years, aad formulate a general strategy foc activation of KUD aumng at
increasing incomes of inhabitants in cural areas so thar rural hmg conditions be improved.

1-2.To prepare Master Plans of re-ocientation the activities of KUD ia selected seven proviaces by
. introducing factors of industriat cooperatives into KUD o strengthening existing function.

1-3.To preparé most feasible activation plan of KUD in two model areas.

2. To transfer techaology, which is cequired on preparing plags, to the indonesian counterpar
pecsonnel through on-the-job trainiag in the course of the Study. ' '

1. STUDY AREA . |
The Swmdy covers three different groups of provinces andfor Kabupaten depending on its

ob jea'.iv;as,(See locarion map atiached as ANNEX 1)

- Study zrea for the objective I-1: whole Indonesia
- Study area for the objective -2 : seven provioces, namely

Sumatera Utara, Lampung, Jawa Barat, Jawa Timur,

| - Nusa Teaggara Barat, Kalimantad Selatan,
/ Sulawest Selatan '

==
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- Study area [or the objective 1-3 : two Kabupaten, namely

Kab. Baadung in Jawa Barat
Kab. Sidrap in Sulawesi Selatan

1v. SCOPE OF THE STUDY

' In order to achieve above objectives, the Study will consist of following three phases:

i.Phase |

Formulation of 4 general stwwategy for activation of KUD.

1-1. To collect and review relevant existing data and infocrnarion on the past activities of
KUD: o

1-2_ Toreview relevant laws and reglﬂa.r_io;p‘, and development plans (national plans,
regional plags, Third Umbrella Coope:.-ation for Integrated Agriculmsal ad Rural
Development, ecc.).

1-3. To evaluate the past activites of KUD, before and after the achievement of self-
sufficiency of rice. '

1-4. To formulate a general stategy focre-orientation of KUD activides.

2.Phase I

Formulation of Master Plans for seven provinces to activate KUD so thart the rural ﬁviu.é

conditions be improved through development of farming.

2-1. To collect and review relevant existing data and iﬁfomnation and to carry out field sucvey
" and investigation with regards to: '
A -natral conditon
B. social condition
C. agciculnuce
- production
- processing
- demaad

- market

- distaibution
/ - infrasurucoure



. farmecs’ economy
- supéort.ing system
- others

D. KUD

- ocganization

- activities
- financial conditions.
- others

E. other related information
2.2. Toidentify the constraints and potential for re-orientation the activites of KUD.

2-3. Tof ormulf;te Master Plans for each Province. Major components of the Plans shall be
tentatively as follows;
- KUD activation plan for the facilitation and the diversification of agdcultural producnon
- KUD activation plan for the processing of agdculrural produces
~ KUD activation pian for the distcibution of agricultural produces and produds
- Human resources enhancing plan required for the re- _orieated KUD activities

- KUD activation plan foc the establishment of rucal credit system

3.Phase Iil
Implementationof a { easibilicy smdy in order to formulate the most appropnaze plan of KUD

acrivities ia two model areas.

. STUDY SCHEDULE
The Study will be cammied outin accordance with the attached tentauve schedule.(See ANNEX )

VI REPORTS
JICA shall prepare and submit the followiag cepocts in English to the Government of Indonesia.

1. Inception Report
Thirty (30) copies at the commencement of Lhe Phase | field swudy.

2. Progress Report (1)
Thirty (30) copies at the end of the Phase I field swdy.
3. Intecim Reporc (1) | .
Thicty (30) copies at the commencement of the Phase lI.{ield seudy. %

f35_.



4.Progeess Report (2)
Thirty {30) copies at the end of the Phase 1! field smdy.
S. Interim Repoct (2)
Thicty (30) copies ar the commencement of the Phase [l field study.
6.Peogress Repoct (3)
Thirty (30) copies a¢ the ead of the Phase [11 field smdy.
7. Draft Final Repoct
Thirty (30) copies after the Phase Il study. The Government of Indonesia will peovide JICA
with its comments on the Draft Final Repott within one (1) moath after receipt of the Dralt
Final Report.
8. Final Repoxt
. Fifty (50) copies within two (2) months after the ceceipt of the Govemment of Indonesia’s

comments on the Draft Final Repoct.

V1I. UNDERTAKING OF THE GOVERNMENT OF INDONESIA

1. To facilitate smooth conduct of the study, the Government of Indonesia sball take necessary

measures

1-1. to secuce the safety of the Japanese scedy team.

1-2. 1o permit the members of the Japanesé' study team to eater. feave and sojoum ‘in the
Republic of lndonesia for the durarion of their assignment therein, and exempt themy from
foreign registcation requicrements and consular fees,

1-3. 10 exempt the members of the Japanese study team from taxes, dutiés‘,'feézs' and any other
charges on equipment, machinery and other maredals brought into the RepL;lilic of
Indonesia foc the coaduct of the Sady,

1-4. to exempt the members of the Japanese stwdy team from incorne tax and charges of any
kind toiposed on or in coanection With any emoluments or allowances paid to the
members of the Japanese study team foc their secvices. in coomnection with the
implementation of the Scudy,

1-5. to provide necessary fadilities to the Japanese sady teaun for the remidance as well as
utilization of (be‘ funds intcoduced into the Republic of [ndonési:.\. from Japan ia
coanection vith the implementation of the Swdy,

{-6. to secure Dermission {or eatry into private properties or resrcted areas Foc the

/ implementation of the Scudy,

-3 r\%‘



1-7. 1o secure permission foc e Japanese study team to take all dara aad documents
(including photogeaphs and maps) refated (o the Study ovt of the Republic of [ﬂd{}r‘gcﬁa to
Japan,

1-8. 10 provide medical secvices as needed. lts expense will be chargeable on the members of

the Japaaese swugy (eam.

2. The Govecnmeat of Indonesia shall bear claims, if any arises, against the members of the
Japanese sudy team resvlting from, occurring in the course of, or otherwise connected with,
the discharge of their duties in the implementation of the Study, except whea such claims arise
rr_om gross negligence or willful misconduct on the part of the members of the Japanese study

feam.,

3. Directorate General of Rural Cooperatives Develcpmenc_ Ministy of Cooperatives and Small
- ‘Enterpcises (héreix}af:er refecced o as "DGRCD™) shall act as counterpart agency (o the
Japanese study team and also as coordhlating_?ody in eelation with othec governmental and
non-govemmental organizations concerned for the smooth implementatdon of the Study.
4. DGRCD shall, at its own expense, provide the Japanese study team with the following, in
. coope;-a:ioa with cther organizations concerned ; |
4-1. available data aad information celated to the Sdy,
4-2. counterpart p;erson.n.el (tentatively 10 persons),
4.3, suitable office space with necessary equipment and furnituce in Jakacta aad seudy sices,
- and

4--‘4. credentials or idenrification cards.

VI{[. UNDERTAKING OF JICA
For the implementation of the Study, JICA shall take the following measures ;
1. to dispatch, arits own expense, study teams to the Republic of Indonesia, aad
2. to pursue techaology transfer to the Indenesian counterpart personnei in the course of che

Seudy.
IX. CONSULTATION

JICA and DGRCD sball consult with each other i respect of any mattec that may arise from o in

Conaection with the Scudy.
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The preparatocy study team (hereinaftec referred 10 as “the Team”) organized by the Japan
Iatenational Cooperation Agency (hercinafter ceferved to as "JICA”). and headed by Nr.Tadashi
TSUCHIYA, visited the Republic of Indonesia from November 14 ¢o 25, 1995 [or the purpose of
discussing and confirming Scope of Work for a Study oa Integrated Development Project for Rucal
Cooperatives in the Republic of {ndonesia. -

The Team bad a series of discussions and changed views with the officials concemed of the
Directorate General of Rural Cooperatives Development, Ministy of Cooperatives and Spmali
Eatecprises (hexeinafter ceferred to as "DGRCD"), oa Scope of Work for the Study. The list of
participants in the meetings is attached in the Annex.

As aresult of the discussions, DBGRCD and the Team agreed on Scope of Wock for the Study.

The following are the main issues discussed and agreed upon by both sides in relaton to Scope
of Work for the Study.

1. The Team suggested that a Steering Comshittee { hereinafter ceferred to as “the Committee™),
foc smooth and effective implementation of the Study, be organized by relevaat departaents
and ocgardzations; of the Goverament of Indonesia (including Ministcy of Agricultuce) before
beginning of the Study, DGRCD agreed with the idea and pronused to- organize the
Commilttee, .

%)

. The Team requested that counte::_pari personeel to the Japanese smidy team, necessary for
smooth and effective implemeatation of the Swdy, be assigned in Jakara and study
sites. DGRCD agreed with the idea and promised to be responsible foc the assigning.

3. The Team requested that offices foc the Japagese smdy team: equipped with telephones,
elecuicity, water supply and necessary sumber of. desks and chairs be provided ia Jakacta,
" . Medan, Bandar Lampung, Baodung, Surabaya, Mataram, Ujung Pandaog, Banjarmasin,
and feasibility study sites. DGRCD promised to provide these ofﬁces at the commencement

of the Study. )

4. DGRCD cequested that the following equipment necessary for the Study be procured by
" JICA aad the Team promised to convey the request to the JICA beadquarter in Tokyo.

- vehicles

- pholocopy machine

~ computers

5. DGRCD requested counterparts training in Japan. The Tean promised to convey the request
to the JICA headquarter. )

T
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Drs.Soeyanto

Ic. Hendrianto

M. Hideo WATANABE
Mr. Toshio SHIMIZU

DGRCD

Mr. A Sidik Prawiragegara
Ir. Teguh Boediyana -
Ir. Wayaa Svarja
- Drs. Had Pacwanto
Drs. Faros S.Rochmaa
Ir. Meliadi Sembiring
Mrc. Haslan Yunus
Ir. Mardjoko Pratomo

The Team

Mr. Tadashi TSUC_HIYA
Mc. Hiroaki KINOSHITA
M. Nobuo TAMESUE

Mc. Yukiyase YAMAKITA
Mr. Yasohico NAGAL

M. Keaichi MATSUMOTO
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Mc. Naotosbi KAKIYA

N

Head, Bureau of Planning

Staff, Bureau of Planning _
JICA Expert, Burcau of Planoing,
JICA Expect, Bureay of Planaing

Director Geaeral for Rurat Coc;perar.ive Development
Directoc for Livestock Cooperative Development

Chief, Planning Division. Secretadiat for DG

_ Chief, Food Crops Agricuimral Coopecative Sub-division

Chief, Animal Husbandcy Cooperative Sub-division
Chief, Evalvation and Report Division, Secretariat for DG
Chiel, Secretariat foc DG

Section Chief, Estate Cooperative Sub-division

Jeader

Member
Membec
Member
Membef

Member

HCA Exper
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A joint Meeting between Directorate General of Rural Cooperatives Developrnent
(hereinafter referred to as "DGRCD" and JICA Study Team {hereinafter referred 1o as “the
Team") was held on February 13, 1996 at DGRCD office to discuss the contents of the
Inception Report which was submitted to DGRCD on February 12, 1996.

After active discussion, the contents of the Inception Report were generally agreed upon
by and between both parties.

lterms confirmed were as follows

DGRCD already organized the Steering Committee in accordance with S/W.
The member list of the Committee is attached as Appendix 1.

DGRCD already nominated counterparts, and the member list of the counterparts
is attachied as Appendix I. i

It was recognized that such terminologies as " multipurpose cooperatives”, "basic
saving", ‘industrial cooperative® may be understood differently between
Indonesian and Japanese Cooperatives, Therefore, when using these
terminologies, both sides should clarify the interpretaion of such words.

DGRCD will submit an application form for the training of the counterpart to the
Government of Japan-shortly.
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A joint Meeting between Directorate General of Rural Cooperatives Devel-
opment (hereinafter referred to as "DGRCD" and JICA Team (hereinafter
referred to as “the Team") was held on March, 22, 1996 at DGRCD office
to discuss and exchange views on the contents of the Progress Report (1)
and policies on Phase II Field Survey. ,

The meeting was chaired by Mr. A. Sidik Prawiranegara, Director General
of Rural Cooperatives Development, Ministry of Cooperatives and Small

Enterprises.

The Team headed by Mr. Midori Matsuhiro presented thirty (30) copies of
Progress Report (1) at the end of the First Field Survey.

Mr. M. Matsuhiro thanked DGRCD for the kind cooperation extended to
the Team, and briefed the participants about contents of the Report.

The list of participants attending the meeting is attached.

At the meeting, DGRCD has expressed that the Report is clear and com- .
prehensive. Indonesian participants suggested the following points, and the

Team had well noted of these kind suggestions, and promised to take

due consideration in this regard. After discussion, DGRCD agreed with the

contents of the Progress Report (1).

Catile and poultry raising, post-harvest activities, participation of members,

difficulties of communication including market information, horticulture

including fruits, and PUSKUD/IN-KUD business relation with KUD should

be studied in the Phase 1I.

Mr. Matsuhiro appreciated efforts exerted by counterparts, especially in

collecting datafinformation. He said he should appreciated very much if

/ Lyl .



DGRCD could provide the same kind of arrangements well in advance of
Phase 1I Field Survey which will start June, 1996,
DGRCD had well noted of this.

Also at the meeting, Tentative Policies oﬁ Phase I Field Survey was dis-

cussed in order to set the Basic Plan for Integrated Development of

KUD for the 7 Provinces as per attached sheet.



Tentative Policics en Phase I1 ¥Field Survey

1. When drafting the Basic Plan, due care should be taken concerning
peculiar aspects of each province, and applicable methods for iﬁtegration
of KUD's activities.

2. Selection of KUD to be surveyed.

In principle, 5 KUD will be selected in each province. In order to meet

the requirements prescribed in the Inception Report, agro-ecosystem and

developmental stage of KUD are to be the basic criteria for selection.

3. Survey directly conducted by the Team.

It was requested to DGRCD to send some counterparts to this field

survey in order to assist the Team and at the same time to make it possi-

ble for the Team to transfer technical know-how to the counterparts.

DGRCD took note of this request.

4. Commissioned Field Survey
a. The survey will be commissioned to such third parties as University

of Indonesia and Bogor Agricultural Institute.

b. Farm household survey will be conducted in3 KUD in each
province, and these KUD should be selected from among 5 KUD
mentioned 2 above. _

c. The Team asked DGRCD to issue, when required, necessary
permission for the implementation of the Commissioned Field
Survey. '

5. Survey other than farm household survey.

This survey will be conducted in 7 provinces and also in 2 Kabupatens

in each province. These Kabupatens should be selected from among

Kabupatens where 5 KUD mentioned 2 above are located.
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A joint Meeling between Directorate General for Rural Cooperatives Development (here ip
after referred to as * DGRCD™ and JICA Team (here in afier referred to as “the Team") was held
on December Sth, 1996 at DGRCD office to discuss and exchange views on the contents of the
Progress Report (I1). . -
The meeting was chaired by M. A. Sidik Prawi rancgara, Dicector General for Ryral
Cooperatives Development, Ministry of Cooperatives and Smail Enterprises.

The Team headed by Mr. Midori Matsuhiro submitted officially thirty (30) copies of Progress
Report (1) at the end of the Second Field Survey. First of all, Mr. M. Matsuhiro thanked DGRCD
for the heant-felt cooperation explended to the Team during the Phase I survey, and then briefed
the patticipants about contents of the Report.

The list of participants attending the meeting is attached.

At the meeting, DGRCD has expressed thal the Report is clear and comprehensive. Afier
discussion, the following points were agreed upon by and between DGRCD and the Team.

1. DGRCD has duty acknowledged the contents of the Progress Report (1) which includes the
following items :
(1) Directions of KUD Development
(2) Results of the Phase If Survey including commissioned survey
(3) Tentative Clasification of Hampering Factors and Possibilities of KUD Activation in the
Seven Provinces (each province)
(4) Tentative Basic KUD Activation Promotion Plan (for each 7 Provinces)
(5) Basic Plan for Selecting model KUD for the Phase [ Study
(6) Polictes and methods of the Phase IiI Study
(7) Basic matters of the Interim report

2. The Team will move into the next stage of the Study to prepare the Interim Repont based
upon the Progress Report (I} & (I0).in retation with Inception Report.

Dursing the exchange of views, lndonesian participants have suggested the following points, and
the Team has noted well these kind suggestions.
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(1) Itis requested that in preparing the Basic Plans for KUD Development, due care
should be taken not to be inconsistent with the existing government plans and programmes,
and should be in close cooperation with Indonesian Government.

(2) Some technical errors were pointed out such as statistical numbers, unit of Rupiah, etc

The Team requested that it should be appreciated if DGRCD consider on necessary budgetery
allocation for both national and tocal counterparts for their visit to phase I Field Study.
DGRCD well noted of it.

It was suggested by DGRCD that phase III study should start from June 1997 after the
Election which takes place on 29th May, 1997.
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A Joint Meeting between Directorate General for Rural Cooperatives
Development (herecinafter referred to as "DGRCD"™ and JICA Teawn (here in
after referred to as "the Tean”) was held on July 2nd, 1997 at DBGRCH
office Lo discuss and exchange vieﬂs on the contents of the Interim Report
The meeting was chaired by Mr. " A. Sidik Praﬂlranegara, Director General
for Rural Cooperatives Development, Ministry of Cooperatives and Sma{l
Enterprises. .

The Teae headed by Mr. Midori Matsuhiro sent officially thirty(30) copies
of the Interim Report in April, 1997 by air-mail, and DGRCD duly
acknowledged the receipt. First of all, Mr. M. Matsuhiro thanked DGRCD
for the heart-felt cooperation extended to the Tean during the Phase ]!
survey, and then briefed the participants about contents of the Report.
The list of participants attending the meeling is attached.

AL the meeting, DGRCD expressed that he fouﬁd analysis in the report
satisfactory and basic plans practicable. After discussion, the following
points were agreed upon by and between DGRCD and the Tean.

I. It mas agreed that, as written in the Inception Report, im the Phase
I Study, KUD-specific development plan which is practical and
applicable should be proposed.

2. 1t was emphasized that the cooperation and collaberation between
government ministries concerned, especially between Ministry of Coope-
ratives and Smal!l Enterprises and Ministry of Agriculture should be
more and more promoted. )

3. It sas agreed that the KUP seif-efforts shouid be considered as one of
the nost important factors and government and external assistance
should be based on such self-efforts.

The Tean will move into the next stage of the Study to prepare the
Praft Final Report based uvpon the Progress Report (I){0}) (111}, and
the Interim Report.

DPuring the exchange of views, Indonesian participants have sugfested the
following points, and the Tean has noted weli these kind suggestions,

I. Apart from KUD, some explanation of specialized secondary level
oerganization ®as presented.-

Z. Study without aclion should be carefully avoided.

3. iIntegrated .approach should be enphasized and managerial and technical
skill should be developed. -



4. Rice center program should be considered.

5. Due care must be taken in proposing amalgamation of KUD.
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A joint Meeting between Directorate General of Rural Cooperatives .
‘Developnent (hereinafter referred to as "DGRCD” and JICA Team (hereinafter
referred te as "the Tean™) was held on August 22ad , 1997 at DGRCD office
to discuss and exchange views on the contents of the Progress Report (il}).
The wmeeting was chaired by Drs. Hedivono, Director General of Rural

Cooperatives Development, Ministry of Cooperatives and Small Enterprises.

The Team headed by Mr. Midori Matsuhiro presented thirty (30) copies of

Progress Report (111} at the end of the Phase I1l Field Survey.

In the opening address, Mr. M. Matsuhiro expressed his wost sincere
gratitute to DGRCD for his Kind advise and assistance extended to the Team
during the Phase !l survey. He emphasized, among others, the iavaluable
cooperation and collaboration by the Ministry of Cooperatives and Small
Enterprises, the Ministry of Agriculture, and BAPPENAS in connection mith

the Study.

Then, he ®ent on to explain the contents of the Progress Repport I111.

The 1ist of participants attending the meeting is attached.

At the meeting, DORCD expressed that the Report focused on the feasible
plans to activate & selected KUDP, and that the outcome of the Repbrt Ras
agreeable to hin.

He wrished that these plans be brushed up in preparing the Draft Final

Report.

A - | ({



After discussion, the following points were agreed upon by and between

DGRCD and the Tean.

1. Basic matters to be included in the Draft Final Report should be as

written in the Progress Report I1l in general.

2. [t is recognized that in preparing the Draft. Final Draft, duve care
should be taken for inter-relations between many lines of business
activities of the KUD, keeping in mind that the human resources

development is a core for the KUD developnment.

During the exchange of views, Indonesian participants have suggested the

following points, and the Teamn has noted w®ell these kind suggestions.

1. Consistant decription between characteristics, problems and basic

plan should be made clearly.

2. Regarding the source of necessary funds needed, what the KUD can do,
what the central & local government can do would have to be mentioned,
and in case of need of external assistance, the reasons should be

enphasised.
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A committee meeting between Directorate General for Rural Cooperatives Development (hereinafter
referred to as "BGRCD”) and JICA Team (hereinafter to as "The Team') was held on February
17th, 1998 at DGRCD office to discuss and exchange views on the contents of the Draft Final
Report.

The meeting was chaired by Mr. Iyan Muchtar Effeady, Director for Food Crop Cooperative,
DGRCD, Ministry of Cooperatives and Small Enterprises.

Mr. Midori Matsuhiro reported that thirty (30) copies of Draft Final Report togerther with thirty (30)
copies of Appendices were sent to DGRCD in advance, and DGRCD duly acknowledged the receipt
of the same.

In the opening address, Mr. M. Matsuhiro expressed his many thanks to DGRCD for his kind advise
and assistance extended to the Team during the survey. He emphasized, among others, the invaluable
cooperation and collaboration by the Ministry of Cooperatives and Small Enterprises, the Ministry
of Agriculture, 2nd BAPPENAS in connection with the Study.

Then, he wenl to explain the contents of the Draft Final Report.
The List of Participants attending the meeting is attached.

At the meeting, on behalf of Director General of DGRCD, the Chairman expressed that the outcomne
of the Report was generally acceptable to him.

At the meeting, following points were presented by the participants.
Participants appreciated and expressed thanks for the efforts of the Team.

As to merger of KUD in line with amalgamation, several panf]')ants showed keen interest, and the
Team suggested that necessary information in this regards should be sent by the Central Union of
Agricultural Cooperatives. It was agreed that such information should not be included in the Final
Report.

Regarding the Draft Recommendations, it was agreed that, in connection with KJA, not only the
reduction of auditing fee but also further recognition by KUD of the importance of audit by KJA for
the credibility of KUD should be considered. - :

It was agreed that, the most important future steps to be taken should be how to realize the
suggestion by the Team. In implemetation under Third Umbrella Cooperation, support by the
Ministry of Cooperatives and Small Enterprises, Ministries concerned, and also support of JICA were
eagerly requested. :

The Indonesian side agreed that the Final Report would be available to any persons who have interest
in the Study results.

The writing comments on the Report will be made by the Indonesian side and will be sent, if any, to
JICA Indonesian Office by March 16th, 1998,
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