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Dr. 0. G. Roeder - ﬁjakarta

y President Sukarno, three ycarss ago, has raised the question: "If
nations who live in & dry.and barren desert can solve the problems

of their econcmy, then vhy can's w22

Indeed, ahong the economically under-developed countries, Indonesia
has the privelege of vast natural resources, manpower .and a favoﬁr-
able clirate, Thero are, c.. the other hand, some sefious obsta-
cles to @ s~mooth development, ruch as over-population in'Java,

¥ . lack »f demontic cap1“~1 ~rd shortage of skilled labour and experts. -

But. Inconcsia'c main cconcmic nrcblems stem from politics. So far,

the Presidcnt of the Repu iic mimself might be in the best position
" to answer the question why Indonesia wasn't able to solve the pro-

blems of her economy.

The 1-st stormy woeks and menths in Inaonesia cannot be understood\
without due consideration éf the country's shattered economy. The
studonts' demand for the lowering of sky-rocketed prices was most
Q;populq;/in the mosses, A “urther -expansion to a~fu11—scale sociai o
& pevolﬁéibn was well within the scope of possibility; The steps of
_the Arﬁy must be scen as an attempt to channelige the légitimqte -

“demands of the peoplz to a peaceful solution.

One of tlie most encouraging signs of to-day's Indonesia is rising
© ¢ self-critic and:introspection in.th: cconomic and socio;ccononic
fleld. Indenestia's new cemorging forces, to use this term, no
) longer accopt tHe offLCLAY lee cf bright cconomic progress which
“'  v contrgst eharply with the fgctv of ris lng prices of rice and bas:c

ok commodltloo. The s yotem of handling Cconomlc problems under the

b o cuiding principlcs of nation-and characté:*bUlldlng, w;th a
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govereign contempt of .basic economic laws, 'Kas lecd Indonesxa to the

Lo

brink of QOllnpse, botr economically as politlcally.

The goeneral condition of the economy was déteriorating fast in
190, At tho end of the year, Indonesia could no longer maintain
her repayment obligations. Foreign credits from the ®ast and thé

Wost had largely been wasted for non-productive show-projects.-’

Djakarta now is rev1Lw1ng new* re-payment schedules witn the foreign

governments concerned. The creditors would prefer multi-~lateral

discussions, whereas Indoncsia insists on bhi-lateral negotiations.

-

No official data are available on Indenesia's indebtcdneoss.

Estimates are as follows: Short-time liabilities ~ about 130 -

million U. S. dollars:;

medium and léng-timc liabilities - more”

than 2,000 million dollars: ~

overdue repayments. are said to comprise

about 130 miliion d,s. dollars

This gloomy picture is completed by figures of Indonesia's galbppipg

inflation. True, Indonesians have been living with inflation for

" the last twenty years. "But the intensity of inflation during tha

.y

last two years has taken suéh dimensions, as to threaten to get . out

df’haod.f (This sentence is a quotation of a carefully worded

statement of the Deputy Prime Minister for economic, financial and

3

developnment affairs, Sri Sultan Hamengku Buwono IX.)

The 1ndex of llVlng went up dramatlcally. Based on 100 in January’

1< 33 it rose to 2, 4;8 in Janudry 1904 and further to 6,453 in

Jdnuary 1965. - In July 1565 the 1ndux was up to 10,141. At this_
time, the Government stopped lndOX publlcatlons But the rise of
the index, of coursc, could not bu brought to a halt by a Pres lﬂun‘.
tial Decree. #Hstimates of the index of lJVlng arc now moro thon

20,000i That means that the basic living commodltles,for the
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millions of Rupiah, old currency, the money incg;réulation has in-
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urban masses arc 1CU times more cxpensive now,, compare? to cight”
vears ago. During.the same period, wages and al rivs 118 not fol]ow
nt. the same pace, to the disappointment of the masses who oeclicved
for years in the slogans of Indonosi{'S‘"just,and properous society.”

‘ ! | ‘ ‘ .
A kind of ill=- pruvared monetary reform on the:l3th of Decemper last
year could not prevent the lnflatlon from ‘alopplng further Attcmpté
to curb 1nflatlon by improving productlon werc also doomcd o fairlure.
The capacity of the mznufacturing industry is now down to 30%, if

» X _
noi less, due to lack of sparcparts, imported raw-materizls, trans-

portation cte.
The 'amount of moncy in circulation whicn is another indicator for the

shattered Indonesi~n economy is increasing at a fantastic pace. In

creased as follows:

¢

 end-.of 1958 | B 29,355
| 1958 34,384
1950 47, 337
161 67,543
11e52 . 135.3¢8 )
1963 C 263,350
1904 675,138
1955 . 2,200,000 (estimated)

Additional figures revééling the s~me gloomy aspucts of tho Indonesiaﬁ
gcanomy could be added edsily.(.net'élééxc for inétance the exports.
According to last data, made avallable from the¢ Customs and SxéiSe

Tax Service, Indones;fh uxoort% in 1¢55.reached 45& million U.S.

dollars, that is a mcre 76% of the export t.rqct of 600 million

U.s.$. 1In l9b4lcxports amounted to 457 million U. S. dollars; 1in

s

1903 to 428 million; in 1962 to 465 million. The target for 1l¢zo

'*s set at 400 mlllLOn Uu.s. dollars, - taking'altoggther no impre- .

ssive signs for progress, but for stagnntion.
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Without any doubt, according to domestic statistics, Indonesia '
is alrcady bankrupt. If the conéequenccs don't have resulted in o
catastroohe, it is bocause of the economic and aemoqraphic strﬁcturc
of fhe country: Mhin problems are_conceptrnted in the big towns.  Thec
rural areas are even now based on subeigténce cconomy with agri-
" culture and petty business. About 30% of the Indone¢sian population é
are living there, not nffected‘critic&lly by tl.e adventurous cco- ' f
nomic policy of the last years. The modest frugal way of life of
the rural population, the art to improvise, the ability to find a
way out:ofvéerious conditions, - that's what bas saved Indonesia

from the total.collzpse, not thc solganism of the leaders:

LS

‘;t'ﬁ refreaghing, indeced, to what gxtent realism is emerging now.
Even the INDONESIAN H3RALD, a moderate, not a radical Djakarta’
dgily, conSideréd to be close to the Ministry of Forceign Affairs,
came-out on Apriy 4th with thoe barsh words: "We claim that we
incorporate in our way of life the teaéhin;s of the Frvnch Revolu-
tion.' Yet.the way of li%e of our top leaders rejects the teaching
of équalityp We claim to incorporate the teachings of the American

Revolution and the principles of the Four Freedoms. But we had

frecedom only to praise and to 1idolize. We claim to follow the
tcachings as incorporated in the Soviet Revolution with its negation
of classes and cquality of cconomic enjoyment. But what we see

_1s neo-feudalism to an c¢xtent unknown c¢ven in the feulal centeors

of our past history."

So far the Indonesian Herald. - At the same time, cfficial statoe-
ments are reflecting an oqual spirit of austoerity and realism,

though less emotional, of course. Most immortant i1n this contoxt,

1is the announccement given on April 4th by the Deputy Primo

Minister for cconomic, financial and development affairs, Sulton

Hamsngku Buwono IX:

The supnly of rice is getting hiqhest priority:

guite understandably, since this problem is not only of decisive

importance for the magscs cconomically, but as well in 1ts psycho-
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" logical and political aspects.

Nuxt in ghe Sultan's programme arc transport ind oxport "The im-
mediate recovery nd dbvelopment ot the¢ transport scction is
perrtanent to the whole stabilization programme, especially for

the development of tﬂu_gxport gsector.  Qur minimuwn target of the
siabilization programme is to restore oxisting production capacity
to dts fulleat potcntiai, as well as to achivve a notaule Lncreasc

A ; 3
in food production."”

Fur h 'x, the Sultan points to the disorder within the admxnlstratxxf
pParatus.  He is blaming the application of “irrational idoas’ o
retyording organization‘and functioning of the ~dministration,
comblned with mlsmtnagement and bhaving the wrong men in importsnt
plxces.' This problem is said to be tackled by complctc'rev151on
and re:st;ucturing of both organization 2nd pcrsonnel of the whole
Sdministration.
Emph“sis is on>ruhwbilit“tion, not on big projects. And that's
wactly whit economic experts Are recommcndlng Professor Dr.
WldjOjO_NltlsuStrO, noted Dcan of the F2 c&ltv of uconomlcs;
Uﬁibcrsity of'Indonesln, has mentlonco o othree stage method for
v»ry.‘?The fir st stagt envisaged drastic steps. to overcome
aconomlc bottlenacks, by 2mong other things filling rice supplics,
smoothing-harbour Oporatibns and improving disorders’ of the <
administration; The sucond s§tagé is to take steps which are
buch on n programmubof an integral cconomic stablllzatlon. Only
~ftexr fho éQCOnd stage could ‘the government c¢ngage in cfforts to

develop the nation's economy completely.

The best cconomic brains in the country seem to co-operate with the
aqovernment nov, or betivr: they have 2 chance to give their advisc.
Thé‘cconomic situntion,&s still Qery serious. but i1t 1s not hopeless.
Finnl success for an cconomic recovery depunds on teamwork 1n cxccu-

ting 2 sound, rc¢~listic programme without intorference of Indeonisia's

"ol estaklished forcos.'”




