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. . . Data not yet available

-- Nil or less than the last digit

(  ) Partial data

x Break in comparability before and after the symbol

$ United States Dollar
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INTRODUCTION

In the fiscal year of 1979/80, the economy

of Indonesia experienced a large balance of

payments surplus, a significant rise in the

overall price level and a relatively low rate of

economic growth. These developments were

attributable to the devaluation of the rupiah in

November 15, 1978, the steps taken by the

Government following the devaluation, a sub-

stantial increase in import and export prices

and a small increase in rice production.

As expected, the devaluation had a more

immediate impact on the volume of non-

traditional export commodities, such as tex-

tile products and handicrafts, which increased

significantly in the reporting year. Traditional

exports, consisting mainly of agricultural com-

modities, were not significantly affected by the

devaluation due to limited production capac-

ity and the longer period required for capacity

to increase. However, the value of these ex-

ports increased sharply as world market

prices rose substantially despite the sluggish

economic conditions abroad, especially in the

developed countries. The value of imports also

increased at a higher rate than last year, al-

though the increase was much lower than that

of exports. As a result, the balance of pay-

ments showed a larger surplus in 1979/80

than in the previous year, and at the end of

March 1980 foreign exchange reserves

reached the highest level ever recorded.

The efforts of the Government to prevent

unwarranted price increases during the

months immediately after the devaluation de-

layed the impact of the devaluation on domes-

tic prices until well into 1979/80. Price in-

creases in 1979/80 were also caused by the

upward adjustments in prices for domestic oil

products and Bulog’s domestic rice procure-

ments as well as by the rise in export and

import prices in the world market. However,

due to fiscal measures and tight monetary

policy implemented by ceilings on bank cred-

its, price increases were restrained. As a re-

sult, the improvement in the competitive posi-

tion accorded by the devaluation has largely

been maintained.

Due to the improved competitive position,

production of some exportables, such as tex-

tiles and handicrafts showed a significant in-

crease. However, the devaluation also caused

necessary adjustments in consumers and pro-

ducers spending. This adjustment, and the

temporary wait-and-see attitude of the busi-

ness community immediately after devalua-

tion led to lower rate of investment and pro-

duction in certain manufacturing industries,

especially those catering to domestic markets.

This situation, and only a small increase in

rice production, were the main factors behind

the relatively low rate of economic growth in

1979.

The growth of Indonesian economy, mea-

sured by Gross Domestic Product (GDP), was

4.9% in 1979 compared to 6.8% in 1978. Pro-

duction in agriculture, manufacturing and con-

struction showed a smaller increase. Mining

production, after a decline in the previous year,

basically stagnated.
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The rate of increase of agricultural produc-

tion in 1979 was less than in the preceding

year; it rose by 2.2% compared to 5.2% in

1978. This was due to the small increase in

rice production, which also rose by only 2.2%

to 17.9 million tons in 1979, following the in-

crease of 10.4% in 1978. The lower rate of

increase in rice production was mainly caused

by pest attack and plant disease. In order to

meet domestic demand and to maintain an

adequate stock of rice, rice imports were

raised, reaching 2.6 million tons in 1979 com-

pared with 1.2 million tons in the previous year.

Of other food crops, soybean and copra pro-

duction increased 9% and 6%, respectively,

while production of corn and peanut declined

by 18% and 6%, respectively. Except palm oil

production, which rose by 20% in 1979, pro-

duction of export crops did not rise signifi-

cantly.

Overall increase in manufacturing produc-

tion in 1979 was less than in the previous year,

9.2% compared with 11.2% in 1978. Except

those industries catering to domestic con-

sumption, production from most manufactur-

ing industries increased, but many at a slower

pace than in the previous year. In the report-

ing year, textile and yarn production rose by

8% and 13%, respectively, compared with

18% and 23% in 1978/79. With the com-

mencement of production of the new Kujang

fertilizer plant in West Java and the capacity

expansion of a petrochemical fertilizer plant

in East Java, urea and non-urea fertilizer pro-

duction expanded by 27% and 91 %, respec-

tively, compared with the increase of 45% and

51 % in the previous year. Cement production

rose by 30% in the reporting year compared

with 26% in 1978/79, due to expanded capac-

ity of the Tonasa cement plant in South

Sulawesi and the Padang cement plant in

West Surnatera.

Production in the mining sector did not

change significantly. Crude oil production,

which began to decline in 1978/79, continued

to fall from 589 million barrels in 1978/79 to

577 million barrels in the reporting year. This

development reflected mainly the slowdown

in oil exploration in 1975 - 1977. Although the

exploration activity has revived since 1978, its

impact on production will be noticed only in

the coming years. As the result of investments

made in the previous year, production and use

of natural gas continued to increase in the

reporting year, by 22% and 29%, respectively.

Among the other mineral products, nickel and

tin increased significantly.

Construction activity rose by a lower rate

than in the previous year, by 6% compared

with 14% in 1979. This was caused by the

postponement of several projects due to the

need to make a revaluation of contracts for

government and private projects after the

November 15, 1978 devaluation. The relatively

lower production increase in construction,

mining and agriculture was also reflected in

overall investment, which rose only 5.6% in

1979 compared with 15.1% in the previous

year.

The favorable prices of traditional export

commodities in the world markets and the ex-

pansion in the volume of non traditional ex-

ports contributed to the strong balance of pay-
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ments performance in the reporting year. The

balance of payments surplus rose from $ 708

million in 1978/79 to $ 1,690 .million in 1979/

80. As a result, the official foreign exchange

reserves increased to $ 4,606 at the end of

1979/80.

The total value of exports rose 54% in 1979/

80 and amounted to $ 17,489 million compared

with the increase of 5% in the previous year.

Both the main categories of Indonesia’s exports,

namely oil and liquefied natural gas, and oth-

ers experienced the same rate of increase. Al-

though the volume of crude oil exports declined

from 503 million barrels in 1978/79 to 442 mil-

lion barrels in 1979/80, oil export value rose by

46% to $ 9,979 million, reflecting increased

prices. In 1979/80, the price of crude oil rose

eight times and on average increased by 66%.

Both price and volume of liquefied natural gas

exports rose in 1979/80, leading to an increase

in value from $ 516 million in 1978/79 to $ 1,345

million in the reporting year. The total value of

other exports rose from $ 3,979 million in

1978/79 to $ 6,165 million in 1979/80. Except

tea, the value of all other export commodities

increased in the reporting year. Large in-

creases were recorded for timber, rubber, cof-

fee, palm oil, tin and shrimp, mainly resulting

from higher prices. Despite the decline in the

export volume of timber and shrimp, their ex-

port values rose by 74% and 14%, respec-

tively. Substantial increases were also re-

corded by textiles and handicrafts exports,

mainly due to the improved competitive posi-

tion of domestic producers and exporters af-

ter the devaluation.

The value of imports increased by 18% to

$ 9,962 million in 1979/80. Imports of rice rose

substantially, due to the insignificant rise in

rice production and the need to raise the rice

stock. Although the increase in the value of

imports in 1979/80 was higher than in the pre-

vious year, it amounted to only one third of

the increase of exports.

The 1979/80 government budget, which is

balanced, amounted to Rp 6,934 billion or 31

% above the previous year’s level. Actual gov-

ernment expenditures and receipts were 16%

above their budgeted amounts and reached

Rp 8,078 billion and Rp 8,076 billion, respec-

tively, mainly due to a large increase of oil

corporation tax and export taxes reflecting

increased world market prices. Adjusting for

the rate inflation in 1979/80 of 19%, real gov-

ernment expenditures and receipts increased

by 33%.

Government receipts, grouped into do-

mestic and foreign, increased by 57% and

33%, respectively, and amounted to Rp

6,697 billion and Rp 1,381 billion in 1979/

80. Oil corporation tax, which was the

largest item in the Government’s domes-

tic receipts (64%), increased substan-

tially, or by 85% during the reporting year.

A considerable increase was also re-

corded for the export tax, which rose by

134%. These favorable developments

were due to the sharp price increases of

Indonesian expor t commodities in the

world market. As domestic budget re-

ceipts rose considerably, the share of for-

eign aid in financing government devel-

opment expenditures declined from 41%

in 1978/79 to 34% in 1979/80.
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In order to speed up the implementation

of development projects and to expand the

community participation in the development

efforts, the Government changed in 1979/80

the funding and implementation procedures

of development projects, introduced the new

DIP (Project Proposal List) system and gave

a higher preference to economically-weak

groups in conducting project implementation.

This policy of giving higher priority to the eco-

nomically weak groups is known as Keppres

14 (Presidential decision No. 14).

As a result of the above improvement in

budget expenditure implementation, govern-

ment expenditures, especially on develop-

ment, accelerated sharply. Government ex-

penditures, divided into routine and develop-

ment expenditures, increased by 48% and

57%, respectively, and reached Rp 4,062 bil-

lion and Rp 4,014 billion. All items under rou-

tine and development expenditures showed a

significant rise in 1979/80. In routine expendi-

tures, a substantial increase was recorded for

personnel expenditures, due to the payments

of the 13th and 14th civil servants’ salaries

and the 13th pension of the year, and by ma-

terial expenditures, which rose by 42% and

36%, respectively. Under development expen-

ditures, large increases were recorded by ex-

penditures for expanding business activity,

manufacturing, housing and resettlement,

improvement of government agencies, health

and social welfare, and employment and trans-

migration. The expenditures for expanding

business activity consists mainly of govern-

ment participation in business enterprises.

During the reporting year, prices increased

by 19.1 % compared to 11.8% in the previous

year. The higher rate of price increases in

1979/80 was caused mainly by the delayed

impact of the November 1978 devaluation,

higher prices for domestic oil products and

Bulog’s rice procurements as well as in-

creases in prices of export and import com-

modities in the world market. The adjustment

in domestic prices after the November 1978

devaluation was not completed in 1978/79

because of Government’s efforts to restrain

price increases. Prices rose at an average rate

of 2.6% per month until the end of August

1979. Price increases slowed from Septem-

ber 1979, to register an average rate of 0.83%

per month until March 1980. Developments

show that price increases in the reporting year

were not the result of monetary expansion,

since expansion of the monetary aggregates

were limited.

In view of the above non-monetary factors

and the large balance of payments surplus,

the Government adopted a relatively tight

monetary policy. This policy was implemented

by setting relatively restrictive ceilings on the

expansion of banks’ net domestic assets. In

1979/80, the banks’ net domestic assets in-

creased by 18% compared with 23% in the

previous year.

Despite the expansionary impact of the

large balance of payments surplus, the mon-

etary expansion, measured by total liquidity

and the money supply was restrained to 39%

and 34%, respectively, mainly due to the tight

monetary policy. The money supply at the end

of March 1980 amounted to Rp 3,759 billion.

In constant prices, the money supply in-
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creased by only 11% in the reporting year

compared with 19% in 1978/79.

Besides ceilings on bank credits as an in-

strument to control monetary expansion, bank

credits were also channelled to finance ex-

ports and domestic production with preference

for the economically-weak groups. Several

requirements for obtaining investment loans

for the financing of replanting, rehabilitation,

expansion of area of cultivation of export crops

such as rubber, coconut, coffee, pepper, tea

and cocoa were relaxed. To induce the expan-

sion of domestic production and at the same

time to promote the activities of the

economically-weak groups, the requirements

for KIK and KMKP loans were also relaxed

and credits on the basis of the viability of the

projects were made available. For those cred-

its, the evaluation now emphasizes more the

probability of success of the project to be fi-

nanced rather than the collateral available. As

the results of the preference given and the

relaxation of the requirements for KIK and KM

KP loans, total KIK and KMKP credits in-

creased by 74% and 95%, respectively, to Rp

118 billion and Rp 181 billion in the reporting

year. The number of KIK applications approved

also showed a substantial rise to 79 thousand

at a value of Rp 190 billion, and the number

of KMKP applications approved was 665 thou-

sand at a value of Rp 349 billion. Similarly,

other credits available to the

economically-weak groups such as Mini cred-

its, Inpres Pasar and Candak Kulak also in-

creased significantly.

To assist the low-salaried groups in pur-

chasing houses, housing credits have been

extended by State Savings Banks since 1978/

79. For houses built by Perumnas (the Na-

tional Housing Development Corporation) the

funds have been provided by the Government

budget, and for houses built by private com-

panies by Bank Indonesia and Bank Tabungan

Negara. Up to the end of 1979/80, housing

loans extended amounted to Rp 30 billion.

Efforts to expand the capacity of national

private banks and local development banks

for granting credits continued during the year.

Bank Indonesia’s credit facility available to

these banks was enlarged to the maximum of

3 to 61/2 times their net worth. In addition to

their viability, the amount of credit obtainable

by banks was also determined by the nature

of their ownership, activities with respect to

promoting the business of economically-weak

groups, mergers and the status of foreign ex-

change banks. For local development banks,

a credit facility for strengthening their capital

base has been made available. In addition,

banks have been allowed to extend overdraft

facilities to meet urgent and temporary needs

of their customers.

To promote the development of nonbank

financial institutions, the establishment of fi-

nancial institutions specializing in housing fi-

nance has been made possible. In addition,

the limitation on the participation of financial

institutions in other activities was reduced and

the rediscount facility, given in April 1978, has

been extended. During 1979/80, non-bank fi-

nancial institutions recorded a remarkable

development. The funds collected and invest-

ments made increased by 46% and 45% and

reached Rp 257 billion and Rp 274 billion, re-
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spectively, mostly in the form of short-term

papers such as promissory notes and com-

mercial papers.

The capital market, which was reactivated

in 1977, made significant progress with re-

spect to its organization, procedures and ac-

tivities. Regulations were issued on bond of-

ferings by business enterprises, share offer-

ings by banks, and functions and responsibil-

ity of security brokers and other institutions

participating in buying securities in the capi-

tal market. The increased activity in the capi-

tal market is indicated by the number of com-

panies that have gone public, with three more

companies doing so in 1979/80, and by the

shares transacted, which amounted to 7,816

thousand at a value of Rp 25 billion in 1979/

80. Up to the end of 1979/80,4 companies had

been participating in the capital market, with

the total share value of Rp 29 billion.

As a guide to capital investment in Indo-

nesia, a new DSP (investment priority list) has

been in effect since February 1980. In the

1980 DSP there are 526 business activities

open for PMDN (Domestic Capital Investment)

and 340 for PMA (Foreign Capital Investment).

In contrast to previous DSPs, tax holidays or

investment allowances are provided to all open

activities in the 1980 DSP. The approved

PMDN decreased from Rp 762 billion in 1978

to Rp 689 billion in 1979. The approved PMA

increased substantially from $ 470.6 million

in 1978 to $ 1,714.0 million in 1979, mainly

due to the large planned investments in the

Asahan aluminium project, the ASEAN fertil-

izer project in Aceh and the nickel project in

Soroako. However, the implementation of PMA

declined from $ 405.2 million in 1978 to $

318.6 million in 1979.

From the overview above it can be con-

cluded that Indonesia’s economy performed

satisfactorily in 1979/80, despite the sluggish-

ness and inflation encountered in the world

economy. The substantial balance of pay-

ments surplus provided ample resources for

financing economic development and for rais-

ing foreign exchange reserves. Although the

1978 devaluation had still some undesirable

impact on prices, investment and the rate of

economic growth, the improved competitive-

ness and the larger foreign exchange reserves

are new important elements for economic

development in the coming years.

Governor of Bank Indonesia

RACHMAT SALEH
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I. MONETARY DEVELOPMENT

A. Monetary development and policy

The global economic situation, residual

effects from the November 15, 1978 measures

and the increase in domestic oil prices were

the principal factors affecting internal mon-

etary conditions in 1979/80. Rising prices in

the international market for Indonesia’s export

and import commodities, the -devaluation of

rupiah from Rp 415.00 to Rp 625.00 per $ on

November 15, 1978 and a 36% to 56% in-

crease in domestic prices of oil products in

April 1979, all contributed to an acceleration

of inflation. In addition, buoyant exports, which

expanded at a much higher rate than imports,

due to the devaluation and favorable interna-

tional prices, resulted in a substantial balance

of payments surplus, with a potentially large

expansionary impact on domestic liquidity.1)

Given these developments, monetary

policy has attempted to restrain liquidity ex-

pansion so as to moderate inflationary pres-

sures, but yet be sufficient to accommodate

domestic production. Monetary policy was

reinforced by various other measures, nota-

bly in the spheres of taxation, customs duties

and the supply of essential commodities.

These measures were considered necessary

to enable business enterprises to capitalize

on the competitive gains created by the de-

valuation.

Inflation, which began to accelerate in the

last quarter of fiscal year 1978/79, retained

its momentum through August 1979. In the

period from April through August 1979, the

domestic price level increased by an average

monthly rate of 2.6% compared with only 0.7

% during the corresponding period of the pre-

vious year. As a result of monetary restraint

and the subsiding of cost-push pressures aris-

ing from the November 15, 1978 measures,

the average monthly increase in prices fell to

only 0.8 % in the period from September 1979

to March 1980. For all of fiscal year 1979/80,

inflation thereby was contained to 19.1 %.

In line with the increased demand for

money to finance the relatively rapid price

increases in the April - August period of

1979, overall, liquidity expanded at a

monthly rate of 2.9% during that period, as

against 2.2% in the corresponding period

of 1978/79. As inflation began to subside in

September 1979, the rate of growth in do-

mestic liquidity fell to a monthly rate of 2.4%

in the September -December period of

1979. However, due to the large expansion-

ary impact of the balance of payments as

well as increased budget spending, the rate

of liquidity expansion increased again to

3.5% a month during the last quarter of

1979/80, resulting in a growth rate of 38.7%

for the financial year as a whole.

The large expansionary impact of the bal-

ance of payments and the budget have ne-

cessitated greater restraint on the growth in

bank credit in order to prevent the reemer-

gence of inflationary pressures. In the report-
1) Domestic liquidity comprises currency, demand de-

posits and quasi-money.
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ing year, total net domestic assets 2) of the

banking system grew by only 18%, well be-

low the 23% rate registered in the previous

year.

B. Money supply and factors affecting

changes in money

The money supply, comprising currency

and demand deposits, rose by 34.3% during

fiscal year 1979/80 to Rp 3,759 billion, approxi-

mately the same rate of increase as in 1978/

79. However, given the rise in the price level

during the year, money supply in real terms

grew by only 11 % in 1979/80, compared with

19% in 1978/79.

As shown in Table 4, increases in net for-

eign assets and claims on business enter-

prises and individuals were the major factors

contributing to the expansion in money sup-

ply in 1979/80, accounting for Rp 2,623 bil-

lion and Rp 808 billion, respectively.

Contractionary impacts arose from changes

in net claims on Government (Rp 1,218 bil-

lion), increases in time and savings deposits

(Rp 650 billion) and net other items (Rp 604

billion).

The substantially larger expansionary im-

pact of the foreign sector, amounting to Rp

2,623 billion as against Rp 802 billion in 1978/

79, reflected the very strong performance of

the balance of payments in the reporting year.

This was mainly attributable to the higher in-

ternational prices registered for Indonesian

major export commodities, particularly oil, as

well as to the effects of the November 15, 1978

measures.

Increased claims on business enterprises

and individuals contributed Rp 808 billion to

the expansion in money supply in 1979/80,

compared with Rp 998 billion 3) in the previ-

ous year, which were due to the increase of

loans to public enterprises (Rp 250 billion) and

to private enterprises and individuals (Rp 558

billion). The amount of loans given to either

public or private enterprises was, neverthe-

less, smaller than in the previous year, when

the former received Rp 406 billion 3) and the

latter Rp 592 billion. 3) This reflected the more

stringent credit policy in 1979/80.

Government budget operations provided a

major offset to the above expansionary factors,

by generating a monetary surplus amounting

to Rp 1,218 billion, Rp 927 billion larger than in

the previous year. The larger surplus is attribut-

able to the sharp rise in government oil corpo-

ration tax receipts resulting from export price

increases.

Time and savings deposits increased sub-

stantially in 1978/79, providing a contractionary

impact in narrow money amounting to Rp 650

billion, compared with Rp 191 billion in 1978/

79. Most of the increase was accounted for by

foreign-currency denominated deposits.

2) Loans and certain other domestic assets which af-
fect money supply.

3) Excluding increases from valuation adjustments of
foreign currency denominated loans resulting from
the November 15, 1978 devaluation.
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As in previous years, other factors (net)

were contractionary on money supply in 1979/

80 by an amount of Rp 604 billion, represent-

ing mainly profits made by banks.

C. Monetary prospects for 1980/81

The gloomy situation of the world economy,

with recessionary tendencies in some indus-

trial countries, and persistently high rate of

inflation, will have repercussions on domestic

monetary developments in 1980/81. In addi-

tion, increased Government expenditures,

which have been budgeted to rise by 31 %

over the realized level for 1979/80, measures

undertaken to speed up the completion of de-

velopment projects and another upward ad-

justment of domestic prices of oil products are

expected to bring some inflationary pressures

on the economy. On the other hand, however,

the November 15, 1978 devaluation, which

has been the major factor behind inflation pre-

viously, should no longer have any significant

influence on price development in 1980/81.

In terms of the factors affecting domestic

liquidity, the external sector will continue to

exert a large expansionary influence, and

overall government budget operations are

expected to have a less contractionary im-

pact. The ceiling on the expansion of banks’

net domestic assets has been set at 21 %

for 1980/81, significantly higher than the

18% rate achieved in 1979/80. Given pro-

jected developments in the three major fac-

tors, domestic liquidity is expected to conti-

nue to expand at a relatively high rate. How-

ever, with much better prospect for eco-

nomic growth and in view of the measures

taken to increase the supply of goods in the

domestic market, the impact of the liquidity

expansion on the domestic price level in

1980/81 is expected to remain within toler-

able limits.



4

TABEL 1 - DOMESTIC LIQUIDITY
(Billions of Rupiah)
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TABEL 2  - MONEY SUPPLY
(Billions of Rupiah)
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TABEL 3 - MONEY SUPPLY AND INDEX OF REAL MONEY
(Billions of Rupiah)
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TABEL 4 - FACTORS AFFECTING MONEY SUPPLY
(Billions of Rupiah)
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II. DEVELOPMENT IN BANK CREDIT

A. Credit policy

During the reporting year, credit policy con-

tinued to be adapted to the objectives and the

late effects of the rupiah devaluation on No-

vember 15, 1978. It was directed to encour-

age exports and domestic production with an

emphasis on Suppor ting the

economically-weak groups, while helping to

curb inflationary pressures.

As in previous years, monetary policy

aimed at curbing inflation was, in part,

implemented through the imposition of ceilings

on credit expansion, which is a main factor

affecting liquidity. During the fiscal year, the

ceiling on the expansion of commercial bank

credits1) initially set at 17% (Rp 587 billion)

over the previous year’s level, was revised

upward to 23%, which was about the same

percentage as that of the preceding year. This

additional increase was necessary to meet the

liquidity needs as a result of the higher prices

following the November 15, 1978 measures,

and to support exports and the economically

weak group.

The concessionary nature of this facility is

reflected, inter alia, in the maturity of credits

which is fixed at a maximum of 20 years in-

cluding a 7-year grace period applied to rub-

ber and nonhybrid coconut, and a maximum

maturity of 10 years including a 3 year grace

period with respect to coffee, pepper, tea,

cocoa and hybrid coconut. In addition, inter-

est payments during the grace period charged

at 10%, is on account of the Government’s

Export Crops Fund, while during the repay-

ment period 6% is paid by the borrower and

the difference (41/2%) is on account of the

Government’s Export Crop Fund. In compari-

son, the maximum maturity of regular invest-

ment credits is 10 years including a 4-year

grace period at 101/2% interest, for Category

I (up to Rp 75 million), 12% for Category II

(Rp 75 million-Rp 200 million), and 131/2%

for Category III (Rp 200 million Rp 500 mil-

lion) and Category IV (above Rp 500 million)

.2) As in the case of other investments, com-

mercial bank credits under the PRPTE

scheme also have access to Bank Indonesia’s

refinancing facilities of up to 80% of credits

extended, bearing an interest of 3% per an-

num.

Efforts to encourage domestic production

and strengthen the economically-weak entre-

preneurs have been implemented, among oth-

ers, by increasing the role of the viability of a

project over the roles of collaterals and

self-financing requirements in the assessment

of extending credits commonly known as “vi-

ability credits” (kredit kelayakan). 3) Further-

more, the terms and condition of KIK and

KMKP have been more relaxed. In addition,

an investment credit facility has been extended

to local governments to finance development

1) All banks exclusive Bank Indonesia

2) Bank Indonesia Circular Letter i,4o. SE 10/17/UPK,
December 30, 1977

3) Bank Indonesia Circular Letter No. SE 12/11/UPK,
September 21, 1979
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and renovation of shopping or trade centers

provided for economically-weak groups. In the

case of investment credits granted to coop-

erative enterprises, the relief was in the form

of reduction in the self-financing requirement.

In September 1979, steps were taken to

relieve the collateral requirement and self-fi-

nancing obligation on credits with the maxi-

mum of Rp 75 million, extended to

economically-weak groups used either for

working capital or investment. The approval

of this credit is now predominantly based on

the prospects of the project or the activity to

be financed. The main security of this credit is

the project or undertaking itself, although han-

dling banks are permitted to secure physical

collateral amounting to not more than 50% of

the credit extended. With regard to investment

credit, the amount of the compulsory

self-financing has been set at 10% of the

project cost compared with 25% for regular

investment credits. All types of credits which

are granted such a relief are called “viability

credits”. Other terms and conditions of “viabil-

ity credits”, such as the rate of interest and

maturity are the same as those applied to

regular credits. Viability credits are primarily

intended to finance production for exports,

production and distribution of the nine basic

commodities, the implementation of DIP and

Inpres projects, and the procurement of goods

and services for the Government.

With respect to credits under the KIK and

KMKP programs, for which only the

economically-weak groups are eligible, the ceil-

ing on such credits has been increased from

Rp 5 million to Rp 10 million for both schemes.

More over, KIK and KMKP borrowers having

performed satisfactorily in their business activi-

ties and being on schedule in their debt repay-

ments, are allowed to borrow an additional

amount provided that total outstanding borrow-

ings will not exceed Rp 15 million under each

program. Furthermore, the maturity for KIK,

which was previously 5 years including a 2-year

grace period in the reporting year was extended

to 10 years including a 4 year grace period. With

regard to KMKP, the maturity remains at 3 years,

although each time it may be extended to a

maximum of 3 years without a clean up period,

provided that the borrower is performing well in

his undertaking and that service payments are

on schedule.

Since June 1979, in line with the conditions

of viability credits, the assessment of KIK and

KMKP application no longer emphasized physi-

cal collaterals, but more stress has been placed

on the future prospect of the project or the un-

dertaking to be financed. Within this context,

the amount of collateral that a handling bank

may require is limited to 50% of the credit ex-

tended .4) Previously, the amount of collateral

was not regulated. Since early 1980, a borrower

who has already borrowed from KIK and KMKP,

can receive other types of credit, such as “vi-

ability credits”, regular investments or regu-

lar short-term loans, without any obligation to

prepay the outstanding amount under KIK and

KMKP, provided the sum of those credits does

not exceed Rp 75 million.

4) Underwritten goods outside the project financed by
the credit.
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In August 1979, in an effort to support the

development of cooperatives, the relaxation

was made on the self-financing requirements

of investment credits granted to the Coopera-

tive Village Units (KUD), of which 90% or more

was insured by the Cooperative Credit Insur-

ance Institution (LJKK)5), from 25% to 12'/2%

of total project cost. In the case of loan to the

model KUDs, of which 90% or more is also

insured by LJKK, the amount of selffinancing

is even lower than 12%2%, and varies accord-

ing to the capacity of the respective Model

KUDs.6)

In order to promote economically weak

groups in the field of trade, an investment

credit facility has been provided to local gov-

ernments for financing the development and

renovation of shopping and trade centers.

Furthermore, local governments have been

exempted from the obligation to provide self-

financing, while all other terms are the same

as those applied to regular investment cred-

its. With respect to shopping and trade cen-

ters financed under this scheme, at least 60%

of the available shops should be allocated to

indigenous small traders, who, to pay for these

shops, have access to KIK.7) This credit is a

new facility in addition to credits granted for

financing development and renovation of

Inpres markets which have been in effect since

1976.

In addition to the above measures, the re-

payment terms of Development Loans through

the Banking System (DLBS) were relaxed and

a classification was introduced on DLBS cred-

its to conform to those applied to regular in-

vestment credits. 8) The maturity was set at

15 years including a 6 year grace period. Pre-

viously, such credits were not classified, maxi-

mum maturity was 12 years including a 3-year

grace period, and interest rate was 12%2%

(except rescheduled credits 15%). The only

DLBS so far realized were related to Japa-

nese OECF aid granted within the period of

1973-1977.

B. Volume and allocation of credits

Total bank credits outstanding amounted

to Rp 6,327 billion at the end of the reporting

year, an increase of 15% compared with 23%9)

in the previous year. The smaller increase re-

flected mainly the slower growth of Bank

Indonesia’s direct credit to Pertamina, the

state oil company, and Bulog, the state food

agency. Total commercial bank credits grew

by 24%, slightly larger than the previous year’s

increase.

The development of bank credits by eco-

nomic sector is shown in Table 6. Bank cred-

its in all economic sectors increased; in manu-

facturing by Rp 449 billion or 27%, agriculture

by Rp 47 billion or 13%, trade by Rp 138 bil-

lion or 12%, mining by Rp 49 billion or 3%

and service industry by Rp 13 billion or 3%.

5) Bank Indonesia Circular Letter No. SE 12/9/UPK,
August 13, 1979

6) Bank Indonesia Circular Letter No. SE 12/18/UPK,
February 6, 1980

7) Bank Indonesia Circular Letter No. SE 12/14/UPK,
October 30, 1979

8) Bank Indonesia Circular Letter No. SE 12/17/UPK,
December 26, 1979

9) Excluding the increase caused by the revaluation of
foreign currency denominated credits following the
devaluation.
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The large increase in credit extended to the

manufacturing sector, reflected the resurgence

of demand for several domestically produced

goods after the rupiah devaluation on Novem-

ber 15, 1978. The increase in credits in manu-

facturing was mainly extended for fertilizer and

pesticide, steel, cement, and construction in-

dustries. With respect to agricultural sector, it

was primarily used to finance Bimas and Inmas,

smallholders’ plantations, and for the trade sec-

tor it was mainly extended to small business-

men under the KIK and KMKP schemes and

exporters. The rise in credits for the service in-

dustry resulted, inter alia, from the expansion in

credits for public transportation. With the above

developments, the role of the manufacturing sec-

tor increased from 30% to 34%, whereas mining

declined from 32% to 28% and other sectors did

not register any significant changes.

As shown in Table 7, of total bank credits

outstanding at the end of the reporting year,

working capital credits amounted to Rp 3,486

billion or 55%, and investment credits to Rp

2,841 billion, an increase of 17% and 13%,

respectively. Credits for working capital were

primarily extended to manufacturing (38%)

and trade (34%). Investment credits were

mainly granted to mining (57%), while the re-

mainder was largely used for manufacturing

(28%) and service industries (9%).

At the end of 1979/80, the outstanding

amount of investment credits comprised the

1969 Bank Indonesia Investment Credits

Scheme, KIK, and others amounted to Rp 463

billion (16%), Rp 118 billion (4%) and Rp 2,260

billion, respectively. It is worth noting that the

share of other investment credits rose sharply

TABEL 5  - INVESTMENT CREDITS OUTSTANDING 1)

(Billions of Rupiah)
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in 1975/76, when Bank Indonesia extended

large credits to Pertamina to repay its foreign

debts. The figures on investment credits are

presented in Table 5.

As can be seen, the outstanding amount

of Bank Indonesia’s investment credit scheme

of 1969 rose by 35% to Rp 463 billion at the

end of the reporting year, a larger rise than in

the preceding year. This rapid increase was

also reflected in the amount of credits ap-

proved by commercial banks, which rose by

48% (Rp 214 billion) to Rp 662 billion by the

end of March 1980 (see Table 8). This was

primarily caused by the greater need for li-

quidity resulting from price rises during the

reporting year, in addition to the impacts of

the relaxation of the collateral and

selffinancing requirements for certain invest-

ment credits.

Investment credits under KIK also showed

a remarkable rise, i.e. by 74% to Rp 118 bil-

lion by the end of the reporting year. As shown

in Table 9, the value of KIK applications ap-

proved in the reporting year also rose strongly,

i.e. by 68% to Rp 190 billion, whereas the

number of borrowers increased by 38% to 79

thousand. In the reporting year, the value of

KIK applications approved and the number of

borrowers rose by 43% and 36%, respectively.

The steady rise in value was closely related

to the relaxation of certain KIK requirements

granted in the reporting year, and the intensi-

fied business activities of the

economically-weak groups. As stated in the

previous report, under the Project for the De-

velopment of Small Entrepreneurs (PPPK)

coordinated by. Bank Indonesia, a $ 40 mil-

lion loan was obtained from the World Bank.

The loan was utilized for expanding KIK in sev-

eral areas, financing consultant services and

training commercial banks’ officers on the pro-

cedures of extending credits to small entre-

preneurs. In the reporting year, cooperation

with -the European Economic Community

(EEC) was also established. Under this coop-

eration, $ 3.2 million in aid funds from the EEC

for the financing of consultant services and

researchers for the promotion of economically

weak groups in several areas have been ap-

proved.

Other investment credits were mainly ex-

tended to Pertamina, PT Krakatau Steel and

Perumtel with different terms from those un-

der Bank Indonesia’s investment credit

scheme of 1969. Unlike the credits extended

to Pertamina, those extended to PT Krakatau

Steel and Perumtel were channeled through

state commercial banks. In the reporting year,

other investment credits rose by 8%, which

primarily resulted from the increase in credits

for PT Krakatau Steel.

As in the case of the KIK, other credit pro-

grams intended to promote undertakings of

economically-weak groups, i.e. the KMKP, Mini

Credit and Inpres Market Credit continued to

develop favorably.

Significant developments in the KMKP

scheme were shown by the number of appli-

cations approved and the balance outstand-

ing during the year under report, which in-

creased by 86% and 95% to reach Rp 349
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billion and Rp 181 billion, respectively, com-

pared with the previous year’s increases of

50% and 43%. The number of borrowers

reached 665 thousand, an increase of 52%

over the previous year.

As commonly known, Mini Credit is ex-

tended in a small amount (up to Rp

100,000.00) to indigenous small-scale enter-

prises for investment or working capital with

soft terms. As of end March 1980, the out-

standing amount was Rp 20 billion, an in-

crease of 25% or Rp 4 billion during the re-

porting year. For that purpose, a fund has been

provided by the Government Budget amount-

ing to Rp 21 billion at the end of the reporting

year, including an additional amount of Rp 4

billion provided during the year under report.

Credit to local governments for financing

development and renovation of Inpres mar-

kets increased by Rp 10 billion to Rp 35 bil-

lion. This increase was smaller than the maxi-

mum amount of Rp 30 billion, set by the Gov-

ernment for 1979/80.

To assist low-income wage earners to pur-

chase low-cost houses, the Government has

since 1978/79 extended housing loans known

as House Purchase Credit (KPR) which are

made available through Bank Tabungan

Negara (State Savings Bank). For houses built

by PERUMNAS (the National Housing Devel-

opment Corporation) the funds are provided

by the Government Budget, while for houses

constructed by private developers the funds

are provided by the banking system. Total

credits granted through PERUMNAS, which

started in 1979/80, was Rp8 billion at the end

of March 1980, while the funds available from

the Government was Rp 20 billion. At the end

of March 1980, KPR extended by the banking

system reached Rp 22 billion, a Rp 16 billion

increase from the previous year. Hence, total

housing loans reached Rp 30 billion by the

end of the reporting year.

In addition to the above mentioned credit

schemes, the Government has been chan-

nelling financial aid for economically-weak

groups in villages through the KUDs (Vil-

lage Cooperative Units) known as Kredit

Candak Kulak (KCK). During 1979/80, loans

extended under this program amounted to

Rp 19 billion, making the total disbursement

of Rp 36 billion at the end of March 1980,

out of which Rp 33 billion had been repaid.

The rapid expansion of KCK resulted from

the increase of funds provided by Gov-

ernment for such purpose, which was Rp

4 billion through the end of 1978/79 to

Rp 6 billion at the end of 1979/80. The

number of KUDs par t icipating in the

scheme remained 2,196.
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TABEL 7  - BANK CREDITS IN RUPIAH AND FOREIGN EXCHANGE
BY MATURITY AND ECONOMIC SECTORS 1)

(Billions of Rupiah)
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TABEL 8  - INVESTMENT CREDITS BASED ON BANK INDONESIA REGULATION
BY ECONOMIC SECTORS AND SOURCE OF FUNDS 1)

(Billions of Rupiah)
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TABEL 9  - SMALL INVESTMENT CREDITS (KIK), PERMANENT WORKING
CAPITAL CREDITS (KMKP) AND MINI CREDITS

(Billions of Rupiah)
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III. MOBILIZATION OF FUNDS

The mobilization of funds through finan-

cial institutions is a very important part of the

efforts to encourage domestic savings for fi-

nancing development, and as a tool to sup-

port monetary policy. Such efforts to mobilize

funds have been in effect, guided and pro-

grammed through institutional development,

promotion of savings consciousness, and the

extension of necessary incentives. Institution-

ally, the efforts comprised the establishment

of new financial institutions, reactivation of the

stock market, and expansion of the interbank

money market. Meanwhile, various programs

have been launched in order to encourage the

savings habit in ‘the society. Such programs

include the Inpres time deposit scheme, a

national savings deposit program intended for

development purposes called Tabanas and

Taska, and ONH savings deposit for

haj-pilgrimage expenses. Incentives have also

been granted by means of attractive interest

rates, and tax-free status of interest earnings.

To achieve these objectives, continuous im-

provement in procedures has been made in

line with economic and monetary develop-

ments.

In 1979/80, further regulations concerning

time deposits, savings deposits, and capital

market were enacted. In November 1979, the

Government emphasized that the exemption

of tax on interest, dividend and royalties, in-

come tax, corporate tax and “white washing”

facilities on time deposits did not apply to ru-

piah and foreign currency deposits held by

nonresidents, as the aforementioned facilities

were designed to increase rupiah deposits

held by residents.1) This decision also applied

to residents’ rupiah deposits of less than one

month maturity so as to promote rupiah de-

posits of longer maturities. Furthermore, in an

effort to support the national savings depos-

its program, a training was launched for school

teachers and officials of the Department of

Education and Culture on ways to enhance

the savings habit inside as well as outside

schools.

With respect to the stock market, the Gov-

ernment has developed procedures for offer-

ing stocks and bonds by companies, includ-

ing national private banks, designated autho-

rized corporate bodies or other institutions to

buy securities in the stock market, and drawn

up the requirements to be met by stock bro-

kers.

A. Savings deposits

1. Time deposits

Time deposits currently comprise mainly

the 1968 rupiah Inpres time deposits, other

rupiah time deposits and foreign currency time

deposits. At the end of the reporting year, to-

tal rupiah and foreign currency time deposits

outstanding for both amounted to Rp 1,082

billion, an increase of 16% from the end of

the previous year (Table 11). This was a con-

siderable expansion compared with the 3%

increase in 1978/79. The increase was par-

1) Decree of the Minister of Finance No. S-927/MK-04/
1979, November 26,1979.
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ticularly, discernible in foreign currency time

deposits and in rupiah time deposits other than

Inpres time deposits. As in the previous year,

Inpres time deposits continued to increase at

a lower rate, thereby falling in proportion from

76% to 67% by the end of March 1980. This

was due to interest rate increases and cer-

tain other attractive features on other than

Inpres time deposits, while the interest rates

for Inpres time deposits remained unchanged

since January 1978.2)

a. Inpres time deposits

Toward the end of the reporting year, Inpres

time deposits reached the level of Rp 725 bil-

lion, an insignificant increase over the posi-

tion at the end of the previous year. This low

rate of increase, especially in the past two

years, was mainly caused by a combination

of increasing inflation and the existence of

other more attractive investment alternatives.

Despite the slight increase in total Inpres

time deposits, those with 3 month and 6-month

maturities have increased notably by 40% and

29%, respectively. This development was the

result of the changes in preference from de-

posits of 12 months and 24 months to those

of shorter maturities. In the case of 3-month

deposits, the change was closely related to

the flexibility granted to the depository banks

in adjusting interest rates and other features

along with changing economic conditions. With

respect to the 6-month deposits the change

was a consequence of the severe penalty im-

posed on premature withdrawal of 12-month

and 24-month deposits.3)

In 1979/80, the Government continued to

pay an interest subsidy to the depository

banks for Inpres time deposits of 24-month

maturity. Since January 1, 1978, the subsi-

dies have been 4.5% on deposits bearing 15%

interest, and 1.5% for those bearing 12% in-

terest (see Table 12). In the reporting year the

interest subsidy paid out by the Government

to banks amounted to Rp 18 billion compared

with Rp 33 billion in the preceding year.

b. Other time deposits

Rupiah time deposits other than Inpres

deposits amounted to Rp 238 billion at the end

of March 1980, an increase of 70% during the

reporting year compared to a decline of 12%

in the previous year, due to the increasing

need of liquidity for transaction purposes fol-

lowing the rupiah devaluation on November

15, 1978. The expansion was the result of

more attractive interest rates and other fea-

tures offered to this type of deposits rela-

tive to those of Inpres time deposits. The

changes in interest rates on deposits offered

since 1978/79 by private commercial banks,

both national and foreign, is presented in

Table 14.

2) See Tables 12 and 14.

3) As reflected by the low rates of interest paid for pre-
mature withdrawal of 12-month and 24month time
deposits, i.e. 3% p.a. on deposits withdrawn after 6
months but less than 12 months, and 6% p.a. for
deposits withdrawn after 12 months but less than
24 months (Decision of Board of Directors of Bank
Indonesia No. 10/ 104/Kep/Dir/UPUM, December 30,
1977)



22

Time deposits in foreign currency increased

as high as 45% in the reporting year to Rp 119

billion, as against only 5% in the preceding year.
4) The higher rate of increase during 1979/80

was primarily due to the rising interest rates in

line with interest rates changes in the interna-

tional market. The Government decision not to

grant tax exemption and “white washing” for time

deposits in foreign exchange resulted in a slower

rate of growth for these deposits since Febru-

ary 1980.

2. Savings deposits

Savings deposits, currently consist mainly

of Tabanas, Taska and savings for Haj pilgrim-

age expenses (ONH), which are carried out by

state banks and some national private banks.

Tabanas, which was initiated in 1971, has be-

come the most important source of funds after

demand and time deposits. In an effort to ex-

pand Tabanas, the Perata P-3 savings program

for youth, students and scouts was adopted in

1974, and an Employee Savings Scheme for

both civil servants and military personnel was

introduced in 1976. The main objective of the

Perata P-3 program is to develop savings hab-

its among youths, for which an increase in the

number of depositors is considered more im-

portant than the total amount of savings de-

posits. Taska, a savings deposit scheme with

life insurance features was initiated at the same

time as the Tabanas program. ONH savings

deposits are temporary and seasonal, meant

to assist the financing of haj-pilgrimage.

a. Tabanas and Taska

In the reporting year, simplified procedures

for deposits and withdrawal were introduced

so as to make Tabanas more attractive to de-

positors.5)

Besides encouraging the savings habits of

the society, upgrading courses for school

teachers, scout leaders, youth leaders and

officials of the Department of Education and

Culture all over the country were organized in

1979/80 as a preparation for the inclusion of

savings drive in school curricula.

Following these improvements, Tabanas

continued to show a favorable expansion dur-

ing 1979/80. At the end of the fiscal year, the

amount of deposits was Rp 237 billion, an in-

crease of 18%, and the number of depositors

increased by 9% to 8.3 million. These rates of

increase were the same as those of the pre-

ceding year.

Included in the total Tabanas deposits

mentioned above were Perata P-3 savings

deposits of Rp 662 million held by 854,000

depositors. This was an increase of 20% in

total savings and 2% in the number of deposi-

tors, compared with 50% and 2%, respectively,

in the previous reporting year.

During 1979/80, Employee savings depos-

its registered a substantial increase both in

value and the number of depositors; total de-

4) Excluding increase clue to rupiah devaluation.
5. Bank Indonesia Circular Letter No. SE 12/7/UPUM,

February 4, 1980.
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posits rose by 26% to Rp 9.5 billion and the

number of depositors rose by 3% to 847,000,

compared with 32% and 6%, respectively, in

the preceding year.

Taska, which was introduced in 1971, did

not expand as expected, thus contributing in-

significantly to total savings deposits. This was

due to its life insurance features, which was

out completed by life insurance companies of-

fering more attractive terms.

b. ONH (Haj-Pilgrimage Expenses) sav-

ings deposits

The total ONH savings deposits in the re-

porting year was Rp 59 billion, deposited by

39,935 depositors. The amount deposited reg-

istered an increase of 7% over the previous

year, while the number of prospective pilgrims

declined by 45%. The decline in depositors

was mainly due to the increase in ONH cost

fixed by the Government, from Rp 766,000.00

to Rp 1,490,000.006) following the rupiah de-

valuation on November 15, 1978. The banks

designated to receive these ONH deposits

remained Bank Negara Indonesia 1946, Bank

Rakyat Indonesia, and for the Irian Jaya prov-

ince, Bank Ekspor Impor Indonesia.

B. Money market

1. Interbank funds

The activities of the interbank money mar-

ket in Jakarta, activated in 1974, was slug-

gish in 1979/80. Monthly average call money

transactions were Rp 136 billion, a decrease

of 5% compared with the 55% increase dur-

ing the previous year. This decline was attrib-

utable to a new method of accounting the ceil-

ing on bank credit expansion in early 1980,

having a restrictive impact on interbank cred-

its. It should be noted that most transactions

in the interbank money market during the pre-

vious year conducted between state banks as

lenders, and private banks, especially foreign

banks, as borrowers.

Transaction and interest rates in the inter-

bank money market in Jakarta are

as follows.

Weighted

Average
Period Volume of Interest Rates

Transactions (in per cent
(billions Rp) per annum)

1977
January-March 229 7.30
April - June 246 7.33
July - September 221 7.20
October- December 327 7.21

1978
January - March 326 5.96
April - June 386 6.56
July - September 384 7.21
October - December 426 9.42

1979
January - March 527 12.79
April - June 358 13.21
July - September 413 12.97
October - December 497 13.96

1980
January 151 14.55
February 116 14,57

March 100 15.17

2. Certificates of deposits (CDs)

Up to the end of the reporting year, the

issuance of CDs, as a money market paper

introduced in 1971, was made only by state6) Presidential Decision ho. 8/1979, March 16, 1979.
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commercial banks and some private foreign

banks.

After experiencing a marked decrease in

1978/79, the amount of CDs rose substan-

tially by 57% in 1979/80, reaching Rp 47 bil-

lion at the end of March 1980. This increase

coincided with the expansion of time deposits

other than Inpres deposits, reflecting more

attractive interest rates. The growth in the out-

standing CDs was mainly due to the increased

sales by certain state banks toward the end

of the reporting year. The outstanding CDs

issued by state banks almost doubled, reach-

ing Rp 28 billion at the end of March 1980,

while outstanding CDs with foreign banks in-

creased by 33% to Rp 19 billion. The share of

state banks in the total amount of outstand-

ing CDs thereby rose from 53% to 60%. Inter-

est rates on CDs in the past two years are

shown in Table 10.

3. Non-Bank Financial Institutions

(NBFI) papers

Mobilization of funds through the issuance

of money market papers by non-bank finan-

cial institutions, mainly in the form of promis-

sory notes, expanded significantly during the

reporting year. For investment finance com-

panies, the issuance of such papers has be-

come their primary source of funds, while

development finance companies this source

of funds covered 24% of total funding.

TABEL 10  - INTEREST/DISCOUNT RATES ON CERTIFICATES OF DEPOSIT
(Annual Persentage Rates)
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The total short-term papers issued by both

investment and development finance compa-

nies reached Rp 165 billion at the end of the

reporting year compared with Rp 88 billion at

the end of the previous reporting year. This

substantial increase was, among others, the

result of Bank Indonesia regulation, enacted

in September 1979, which enabled local de-

velopment banks to invest funds deposited

with them by local governments in short-term

papers issued by NBFIs. Along with that, a

facility was provided for those banks to redis-

count their papers, at any time, with Bank In-

donesia.

C. Capital market

The stocks and bonds market, as a means

of mobilizing long-term funds, has been reac-

tivated since August 1977. Since then signifi-

cant progress has been made in its organiza-

tion, procedures and activities. In the report-

ing year, the Government introduced new

regulations on public offerings of stocks and

bonds, broker’s obligations, and institutions

eligible to purchase stocks in the market.

It was stated that bonds could only be sold

in the market by corporate bodies established

under Indonesian law, domiciling in Indone-

sia and profit oriented, and by other corpo-

rate bodies to be designated by the Minister

of Finance.7) Moreover, the aforementioned

companies shall have an authorized capital

of not less than Rp 500 million, of which not

less than Rp 100 million shall be paid-in and

shall have net assets of not less than Rp 100

million. For two consecutive years the com-

pany shall have made a profit; in the latter year

the ratio of profit to shareholder’s equity shall

be not less than 100%. The bonds offered shall

be denominated in rupiah, amounting to not

more than 100% of the company’s net assets

or not less than Rp 100 million. The number

of bonds issued shall be not less than 5,000,

with a nominal value or Rp 5,000.00 each.

In view of the nature of the banking busi-

ness, which is rather different from other types

of business activities, the Government intro-

duced some specific requirements to be met

by national private banks going public in ad-

dition to those applicable to other business

enterprises. 8)

A Government regulation, issued in 1976,

stated that only Indonesian nationals could

buy stocks in the capital market. In the year

under report, however, it was determined that

public institutions and public entities and na-

tional private business companies were

thenceforth also permitted to buy stocks on

the capital market.9)

In order to ensure that the activities of bro-

kers are supportive to the rapid development

of capital market, new guidelines were issued,

governing the qualifications to be met by bro-

kers and supervision of brokerage practices.10)

7) Decree of the Minister of Finance No. 520/KMK, 011/
1979, December 4, 1979.

8) Decree of the Minister of Finance No. 380/KM K.
011 /1979, September 1, 1979. See Chapter I V.

9) Decree of the Minister of Finance No. 313/KM K.
011/1979, July 13,1979.

10) Decree of the Minister of Finance No. 401/KMK. 011/
1979, September 18, 1979.
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Under the new regulations, the rights and ob-

ligations of brokers were more specified to in-

crease the confidence of the public.

Furthermore, greater authority has been

assigned to Bapepam in order to enable this

body to supervise brokers and their activities

more effectively.

The marked expansion of stock market

activity was reflected in the number of com-

panies going public. At the end of 1978/79,

there was only one company listed on the

stock exchange, which had placed around 342

thousand shares with a total sales value of

Rp3,422 million. A year thereafter, there were

three other companies joined, i.e. one ciga-

rette manufacturing company and two textile

manufacturing companies. The three compa-

nies sold 7,816 thousand shares with a total

sales value of about Rp 25 billion. Thus, at

the end of 1979/80 four companies were listed

on stock market, which together had collected

a total sales value of Rp 29 billion.

During the reporting year, the prices of al-

most all stocks quoted on the stock market

listed, showed an increasing trend, while the

number of shares traded in the secondary

market reached 168 thousand shares com-

pared with only 47 thousand shares in the

preceding year.

Besides acting as a seller and buyer of

companies’ stocks, PT Danareksa also issued

and sold share certificates based on the face

value of companies’ stock prices. In 1979/80,

PT Danareksa sold 220 thousand share cer-

tificates at a sales value of Rp 1,2 billion.

Hence, at the end of the reporting year, 412

thousand share certificates were already out-

standing with a value of Rp 2.9 billion.
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TABEL 11 - TIME DEPOSITS
(Billions of Rupiah)
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TABEL 12 - INPRES TIME DEPOSIT RATES
(Annual Persentage Rates)
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TABEL 13 - INPRES TIME DEPOSITS 1)

(Billions of Rupiah)
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TABEL 14  - MAXIMUM INTEREST RATES ON TIME DEPOSITS
WITH PRIVATE BANKS

(Annual Persentage Rates)
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TABEL 15 - TABANAS AND TASKA SAVINGS DEPOSITS
(Millions of Rupiah)
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TABEL 16 - CERTIFICATES OF DEPOSIT 1)
(Billions of Rupiah)
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IV. BANKING AND OTHER FINANCIAL
INSTITUTIONS

A. Banking

1. Policy on banking supervision

In the past few years, the Government has

been implementing several measures in the

field of banking supervision, designed mainly

to achieve a sound and effective banking sys-

tem as an element in support of economic

development. These measures were materi-

alized through financial assistance from Bank

Indonesia, especially in the form of financing

facilities, and technical assistance to comply

with the requirements of sound banking.

Within this context, the solvency of state

banks was improved through an increase in

the blocked proportion of liquidity credits from

Bank Indonesia to strengthen state banks’ re-

serves. Meanwhile, efforts to expand the op-

erational activities by improving the efficiency

of the staff and the effectiveness of the inter-

nal control of state banks continued to be pur-

sued. The national private banks and local

development banks also implemented these

steps in order to enhance their role.

In the reporting year, financial assistance

from the Central Bank to national private com-

mercial banks and local development banks

was expanded. Provisions were also estab-

lished forgoing public which enabled these

banks to increase their capital through the is-

sue of shares.

In order to improve the role of national pri-

vate commercial banks and local development

banks, since September 1979, Bank Indone-

sia increased the amount of credits to the

aforementioned banks, making a distinction

according to their soundness. The amount of

credits available for banks categorized as

“sound” was changed from 1 to 3 times into 1

to 3'/2 times the amount of the share capital,

while for banks classified as “fairly sound” it

was changed from 1/2 to 2 times into 1/2 to

21/2 times.1) However, the amount of credits

which could be extended to national private

commercial banks under both conditions

(“sound” and “fairly sound”), was also related

to the regulations on the status of ownership

(indigenous and non-indigenous), efforts to

educate indigenous customers and in com-

pliance with the Government’s inducement to

merge. Moreover, national private commercial

banks and national private development banks

involved in the extention of Small Scale In-

vestment Credits (KIK) and Permanent Work-

ing Capital Credits (KMKP) were also entitled

to receive additional credits from Bank Indo-

nesia. The amount of additional credit ranged

from 1 to 2 times the amount of share capital

with respect to banks classified as “sound”,

and 1 to 11/2 times the amount of share capi-

tal for those classified as “fairly sound”. The

distinction according to the aforementioned

criteria also applied to national private com-

1) Bank Indonesia Circular Letter No. SE 12/12/UPK,
September 21, 1979.
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mercial banks classified as “sound” and “fairly

sound”. Furthermore, with respect to export

credits and credits for production of export

goods, private foreign exchange banks were

eligible for refinancing from Bank Indonesia.

The amount of credit to which they were en-

titled was equal to their share capital in the

case of banks considered “sound” and half

their share capital if they were “fairly sound”.

Since February 1980, local development

banks categorized as “sound” and “fairly

sound” were eligible for credits amounting to

not more than 5 times the estimated revenue

in one fiscal year, subject to 3% interest per

annum. Revenue comprised profits earmarked

for reserves, 10% of total land rent (IPEDA)

and part of the local government budget

(APBD)2) allocation. The financial assistance

was designed to increase the capital base of

local development banks so that they could

function as a “development bank” and help

small indigenous businessmen within their

respective area. In the reporting year, a sur-

vey was conducted covering 20 local devel-

opment banks classified as “sound” and “fairly

sound”, with a view to providing technical as-

sistance for the improvement of their opera-

tional procedures and administrations. This

survey was designed to assess the potential

of the region served by local development

banks, and the type of technical assistance

and training needed.

As mentioned in Chapter I I I, national pri-

vate banks going public shall adhere to spe-

cial regulations aside from the prevailing pro-

visions applicable to non-bank institutions. The

special regulations inter-alia stated that the

bank’s statutory capital shall be not less than

Rp 6 billion, out of which not less than Rp 3

billion shall be paid-up. Furthermore, as a

minimum, the bank must be classified as

“sound” in the last year and “fairly sound” in

the preceding two years. Banks which had

acquired a license as a foreign exchange bank

pursuant to Bank Indonesia’s regulation of

September 20, 1977 (indicating, inter alia, that

the ownership must be indigenous) shall not

have the composition of their ownership af-

fected as a consequence of going public.

In the reporting year, the prohibition on over-

drafts (in effect since 1966) was revoked to enable

banks finance transactions which were urgent and

of a temporary nature. However, certain limitations

were imposed, in order that this facility be imple-

mented according to “sound” banking practices.

One of the limitations was the amount that could

be drawn and treated as an overdraft. The maxi-

mum amount was fixed at 10% of the effective

current account balance,3) and 5% of the amounts

stated in the credit agreement. Overdrafts may be

granted for not longer than 7 days and were sub-

ject to an interest rate which was 1 9/o above the

highest monthly interest rate charged by the re-

spective banks.4)

2) Bank Indonesia Circular Letter No. SE 12/19/UPK,
February 14, 1980.

3) Effective current account balance was defined as
balances on current accounts which were under the
direct supervision of the relevant bank, excluding
checks not yet accounted for through the clearing
mechanism.

4) Bank Indonesia Circular Letter No. SE , 12/3/UPPB,
July 20, 1979.
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As banks were thenceforth allowed to grant

overdrafts, the regulations against issue of bad

checks and transfer orders (as regulated in

1975) was amended accordingly. Pursuant to

the amended regulation, checks and transfer

orders drawn in excess of the effective cur-

rent account balance were not regarded as

bad checks and transfer orders if the relevant

bank agreed to grant an overdraft for an equal

amount.5)

2. Banking development

As 2 national private commercial banks

merged in 1979/80, the number of commer-

cial banks declined by 1 to become 93 at the

end of March 1980. The number of national

private commercial banks decreased from 78

to 77 while that of state commercial banks and

foreign banks (including one joint venture)

remained the same, at 5 and 11, respectively.

The total number of commercial bank offices

(excluding Village Units of Bank Rakyat Indo-

nesia) rose from 982 to 994, as 13 new of-

fices were opened and 2 were closed.

In the reporting year, the number of develop-

ment banks remained at 28, comprising 1 state

development bank, 26 local development banks

and 1 national private development bank. How-

ever, the number of development bank offices rose

to 162, since 6 new local development bank of-

fices were opened in the reporting year. This in-

crease reflected an expansion of the banks’ activi-

ties in line with the Government’s policy.

With regard to savings banks, 2 private

savings banks merged with 1 private commer-

cial bank. The number of savings banks there-

fore declined to 3, of which 1 was a state sav-

ings bank, while the number of savings bank

offices decreased to 10, i.e. 8 state savings

bank offices and 2 private savings bank of-

fices.

There was a decline from 5,870 to 5,833

in the number of offices of rural banks (con-

sisting of village banks, paddy banks, petty

traders’ banks and employees’ banks), mainly

because the licenses of the banks, which did

not meet the requirements, were revoked.

Besides the foreign commercial banks (of

which the number was restricted to 11) there

were 49 representative offices of foreign banks

at the end of the reporting year, showing an

increase by 1 over the year. Since 1972, for-

eign banks have been permitted to establish

representative offices in Indonesia to collect

information on economic activities in Indone-

sia and expedite communications between

their head offices abroad and their custom-

ers in Indonesia.

The operations of deposit money banks,

measured in terms of total assets, total funds

and loans extended, continued to increase

significantly. In the reporting year, the afore-

mentioned aggregates rose by 44%, 54% and

18% to reach Rp 7,686 billion, Rp 5,178 bil-

lion and Rp 4,355 billion, respectively. Judg-

ing from their respective shares in total as-

sets, there was an increase in the role of the

state banks and the local development banks,
5) Bank Indonesia Circular Letter No. SE 12/8/UPPB,

August 9, 1980.



36

but a slight decline in the role of national pri-

vate banks and foreign banks (see Table 17).

An increasing role of the state banks was also

discernible in the mobilization of funds, while

the role of the local development banks in this

matter was about the same as in the preced-

ing year. The shares of the national private

banks and the foreign banks, however, were

declining. With respect to lending activities,

there was a significant increase in the role of

the national private banks, and the local de-

velopment banks, whereas the role of the state

banks declined and that of the foreign banks

remained practically constant.

In the reporting period, total liquid assets

of the banks declined from 25% to 24% of

current liabilities. The local development

banks, which traditionally were very liquid,

recorded the most significant decline. This

decline was closely related to the rediscount

facility of Bank Indonesia, whereby these

banks were enabled to invest their funds in

money market instruments (see Chapter III).

As touched upon in last year’s report, the

large amount of excess liquidity of the local

development banks was closely related to the

origin of the funds; the funds were mainly

owned by local government authorities and

were subject to withdrawal at call.

For more detailed information on banking

activities, see Table 21 and Table 22.

B. Other financial institutions

1. Non-bank financial institutions

Efforts to develop non-bank financial insti-

tutions, which were an important element in

the development of the money and capital

market, continued to be made. In the report-

ing year, the established non-bank financial

institutions, namely 9 of the investment type

and 3 of the development financing type, were

given a greater opportunity to participate in

business enterprises. Moreover, the Govern-

TABEL 17 - THE SHARE OF GROUP OF BANKS IN TOTAL ASSETS,
FUNDS AND LOANS OUTSTANDING

(In Persentage)
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ment provided an opportunity to establish a

new type of nonbank financial institution for

financing of house ownership.

The efforts to enlarge the participation of

nonbank financial institutions in enterprises

were implemented by modifying the concept

of equity participation and by increasing the

upper limit of participation permitted. The con-

cept of equity participation was no longer lim-

ited to unsubscribed capital but could thence-

forth also include subscribed capital but not

yet paid-up. Non-bank financial institutions

were also permitted to participate in business

enterprises operating under the Foreign Capi-

tal Investment Law, by taking over paid-up

shares, provided that they were held by for-

eigners.6) Especially with regard to enterprises

owned by the economically-weak groups, the

maximum participation permitted by non-bank

financial institutions of the development type

was raised from 25% to 50% of paid-up capi-

tal, while the maximum applicable to non-bank

financial institutions of the investment type

remained at 25%.7)

The non-bank financial institutions must

publish their quarterly balance sheet and profit

and loss account in the newspapers to keep

the public informed about their activities.8) Prior

to this regulation it was considered sufficient

that the above financial information be an-

nounced in their respective offices and in pub-

lic places.

The opportunity to establish a nonbank fi-

nancial institution of the development type for

financing of house ownership was intended

to meet the need for housing of the

middle-income class.9) This institution may be

established as a limited liability company un-

der Indonesian Law by Indonesians or on a

joint venture basis with foreigners. The afore-

mentioned institutions mobilized funds from

the public through the issues of medium or

long-term bonds (housing bonds) and savings

of prospective houseowners, and extended

medium or long-term loans to prospective

houseowners. Moreover, these financial insti-

tutions were permitted to invest their idle funds

in securities.

In line with the on-going development of

the financial market, the mobilization of funds

by non-bank financial institutions continued to

increase markedly. The amount of funds ac-

quired by the financial institutions (excluding

share capital) rose by 46% to reach Rp 257

billion at the end of March 1980. Their invest-

ments also increased steadily from Rp 189

billion to Rp 274 billion. The non-bank finan-

cial institutions of the investment type mainly

invested in shortterm securities, while those

of the development type invested about half

of their funds in medium and long-term cred-

its. Investments in short-term securities by all

nonbank financial institutions, increased by

45% to Rp 243 billion in the reporting year.

6) Bank Indonesia Circular Letter No. SE 12/4/UPUM,
July 18, 1979.

7) Bank Indonesia Circular Letter No. SE 12/6/UPUM
December 11, 1979.

8) Bank Indonesia Circular Letter No. SE 12/3/UPUM,
May 10, 1979.

9) The Decree of the Minister of Finance No. 75/
KMK.O11/1980, February 15, 1980.
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The major portion (90%) of these short-

term securities consisted of commercial pa-

per, promissory notes and other securities

issued by enterprises other than financial in-

stitutions, while the remainder consisted of

securities issued by banks and non-bank fi-

nancial institutions.

As mentioned in last year’s report, since

April 1978 Bank Indonesia provided redis-

count facilities to non-bank financial institu-

tions against securities bought from enter-

prises. This facility was subject to a time limit

which, however, was extended several times,

the latest extension was from February 20 to

August 31, 1980. It was concurrently deter-

mined that the rediscount rate for securities

issued by indigenous enterprises was lower

than for those issued by other enterprises.

Likewise, securities with two or more endorse-

ments were subject to a lower rediscount rate

than those with only one endorsement. The

upper limit of the rediscount facility which

non-bank financial institutions may avail them-

selves of was fixed at 20% of current liabili-

ties as of December 31, 1979.

2. Pawnshops

Pawnshops were a type of non-bank finan-

cial institution which continued to play an im-

portant role in meeting the cash requirements

of the low-income group. The total amount of

credits extended in 1979 increased by 53%

and reached Rp 90 billion at the end of De-

cember 1979, while total redemptions in-

creased by 48% to Rp 83 billion. Therefore,

the total amount of outstanding credits rose

from Rp 7 billion to Rp 23 billion at the end of

December 1979. Table 18 sets forth the de-

velopment of pawnshop activities.

3. Insurance companies

In the last few years, insurance companies

also became increasingly important in mobi-

lizing funds from the public which could be

used for development financing. During the

TABEL 18 - DEVELOPMENT OF PAWNSHOP ACTIVITIES
(Billions of Rupiah)
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reporting year, the total amount of funds col-

lected by insurance companies in the form of

insurance premiums rose by 43% and

amounted to Rp 295 billion (see Table 19). This

increase reflected the growing interest of the

public for the services rendered by insurance

companies. The funds mobilized by the insur-

ance companies were generally invested in

time deposits and short-term securities.

There were 3 categories of insurance com-

panies operating in Indonesia,. i.e. those en-

gaged in indemnity insurance, life insurance

and social welfare insurance, respectively. In

the last few years, the activities of the insur-

ance companies were generally expanding.

At the end of 1979, there were 57 compa-

nies dealing with indemnity insurance. The

total funds mobilized by this type of insurance

companies amounted to Rp 79 billion at the

end of December 1979, indicating an increase

of 170 compared with a year earlier, while their

investments rose by 25% and became Rp 49

billion at year end.

Among the indemnity insurance compa-

nies there were two dealing with credit insur-

ance, namely PT Askrindo and the Insititute

for Insurance of Credit Cooperatives

(Lembaga Jaminan Kredit Kooperasi or ab-

breviated as LJ KK). Although the amount of

funds mobilized was not yet meaningful, the

role of the two companies in the credit pro-

gram for small businessmen was of crucial

importance.

PT Askrindo insured credits granted by

banks to small businessmen, especially Small-

scale Investment Credits (KIK) and Perma-

nent Working Capital Credits (KMKP) which

generally carried a relatively higher risk. At the

end of 1979, insurance premiums collected

TABEL 19 - ACQUISITION OF FUNDS AND INVESTMENTS
BY INSURANCE COMPANIES

(Billions of Rupiah)
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by PT Askrindo amounted to a mere Rp 5 bil-

lion. However, the insured credits amounted

to Rp 224 billion and comprised 330 thousand

customers. The amount insured and the num-

ber of customers rose by 51 % and 39%, re-

spectively, compared with the preceding year.

Approximately 67°’0 of the customers and

64% of the insured amounts were under the

KIK and KMKP program.

LJKK solely insured credits extended by

banks to cooperatives, mainly Village Coop-

erative Units (KUD). In 1979, the amount of

credits insured by LJKK dropped by 11 % to

become Rp 12 billion, whereas the number of

customers rose by 32% to 23,487 KU Ds, as

a few big customers were replaced by a large

number of small ones.

At the end of 1979, there were 12 life in-

surance companies. The performance of these

insurance companies was reflected in the

amount of funds collected as well as in the

amounts invested which, during 1979, rose

by 67% and 52% and became Rp 74 billion

and Rp 44 billion, respectively.

The insurance companies dealing with

social welfare insurance were Perum Taspen,

Perum AK Jasa Raharja, Perum Asabri,

Perum Astek and Badan Penyelenggara Dana

Pemeliharaan Kesehatan Pusat. The main

objective of this type of insurance companies

was to improve the social welfare of employ-

ees and pensioners through health insurance,

accident insurance and old age insurance. In

1979, the funds collected by this type of in-

surance companies increased by 56% to Rp

125 billion, while investments rose by 68% to

Rp 155 billion.
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TABEL 20 - NUMBER OF BANKS AND THEIR OFFICES
IN INDONESIA
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TABEL 23 - INVESTMENT AND SOURCES OF FUNDS OF NON-BANK FINANCIAL INSTITUTIONS
(Billions of Rupiah)



45

TABEL 24 - CONSOLIDATED BALANCE SHEET OF NON-BANK
FINANCIAL INSTITUTIONS

(Billions of Rupiah)
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V. GOVERNMENT FINANCE

A. General

The dynamic balanced budget policy, as

implemented in previous years, continued to

be the basis for the planning and implemen-

tation of the Government Budget of Revenues

and Expenditures (APBN) for the fiscal year

of 1979/80, the first year of the Third Five Year

Development Plan (Pelita III). This policy em-

phasized efforts to boost public revenues,

especially domestic revenues, increase de-

velopment expenditures and bring about an

equitable distribution of development activities

and their results. The increase in domestic

revenues was achieved by creating a tax cli-

mate more conducive to business activities,

thereby increasing public revenues in line with

the upward trend of overall economic activi-

ties. On the expenditure side, the Government

continued to raise development expenditures

and improve the effectiveness of routine ex-

penditures.

In order to accelerate the implementation

of development projects and at the same time

spread more evenly the participation of the

public in the development effort, the Govern-

ment improved the budget implementation,

and in 1979/80 accorded a higher priority to

the use of domestic products and the services

of small businessmen with respect to the

implementation of development projects. This

policy, contained in Presidential Decree No.

141 ), was designed to accelerate the comple-

tion of development projects and to enhance

the community’s participation in the develop-

ment process.

Implementation of the development bud-

get was improved, inter alia through a simpli-

fication of the procedures governing the allo-

cation and payment of funds, 2) and the intro-

duction of a new project report form (DIP =

Daftar Isian Proyek) which concurrently

served as a budget authorization. In 1980, a

Team for Procurement of Goods and Equip-

ment 3) was established to ensure the conti-

nuity of supply of goods and equipment re-

quired by Departments and Government In-

stitutions. This Team was responsible for the

coordination and supervision of the suppliers

of the goods and equipment financed through

the budget.

For 1979/80, the Budget of Revenues and

Expenditures was balanced at Rp 6,934 bil-

lion or 31% higher than the preceding year.

However, actual revenues and expenditures

were both 16% higher than budgeted or 52%

over the preceding year’s actuals, amounting

to Rp 8,078 billion and Rp 8,076 billion, re-

spectively. With the inflation rate of 19% in

1979/80, revenues and expenditures both rose

by 33% in real terms.

The growth in revenues was mainly caused

by higher receipts from corporate tax on oil

as a result of an increase in international oil

prices. In addition, certain other revenues such

1) Presidential Decree No. 14 of 1979.
2) Presidential Decree No. 15 of 1980.
3) Presidential Decree No. 10 of 1980.
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TABLE 25 - GOVERNMENT REVENUES AND EXPENDITURES

(Billions of Rupiah)
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as export taxes, corporation taxes and excises

also increased markedly. On the expenditure

side, routine as well as development expen-

ditures increased, although the increase in the

latter was far larger. The increase in routine

expenditures was, inter alia, caused by higher

expenditures for subsidies and personnel,

while the increase in development expendi-

tures was caused notably by higher expendi-

tures for development of business activities,

trade, cooperatives and industries.

Government savings, defined as domes-

tic receipts over routine expenditures,

amounted to Rp 2,635 billion, an increase of

73% over the preceding year. This very sig-

nificant increase enlarged the share of Gov-

ernment Savings in total development expen-

ditures from 60% in 1978/79 to 66% in the

reporting year and was therefore in line with

the Government’s efforts to gradually reduce

the role of foreign aid as a source of develop-

ment financing.

For the year 1980/81, the Budget of Rev-

enues and Expenditures was balanced at Rp

10,557 billion which was a 31 % increase

above the preceding year’s actuals. This in-

crease would mainly be supported by higher

receipts from corporate tax on oil along with

some other tax receipts, such as withholding

tax, excises, and export tax. Domestic rev-

enues would amount to Rp 9,055 billion or

86% of total revenues while routine expendi-

tures would amount to Rp5,529 billion or 52%

of total expenditures. Government Savings

would therefore amount to Rp3,526 billion so

that, in conjunction with foreign aid of Rp 1,502

billion, total development funds would amount

to no less than Rp 5,028 billion.

B. Government revenues

In the reporting year, several regulations

on direct as well as indirect taxes were intro-

duced in order to create a tax climate condu-

cive to business activities which would result

in increased public revenues. With respect to

direct taxes, the Government reduced the in-

come tax rate again so as to adapt it to the

increase in the cost of living and to arrive at a

more equitable distribution of the tax burden.

The rates of several indirect taxes were also

adjusted, the rates of sales taxes and excises

were reduced, tariffs and import sales tax

were levied ad natural instead of ad valorem,

and an additional export tax on a number of

commodities was introduced.

Domestic revenues, consisting of direct

taxes, indirect taxes and non-tax receipts

amounted to Rp 6,697 billion in 1979/80,

an increase of 57% over the preceding year.

Direct taxes accounted for a major part of

domestic revenues (77%) and was also the

fastest growing item during the reporting

year as it grew by Rp 2,133 billion or not

less than 71 %. This increase was mainly

attributable to receipts from corporate tax

on oil which rose by 85% to Rp 4,260 bil-

lion, i.e. 83% of total direct tax receipts.

Non-oil direct tax receipts, namely income

tax, corporation tax, withholding tax, land

tax and other direct taxes in aggregate rose

by 26% compared with 18% in the year be-

fore.
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In the reporting year, income tax receipts

amounted to Rp 148 billion which was an in-

crease by 21 % compared with 17% in the

preceding year. This increase was accom-

plished despite the lower income tax rates in-

troduced by the Government, and therefore

indicated the growing tax consciousness of

the public.

In 1979/80, the Government reduced the

income tax rates again by raising the level of

non-taxable income and the levels of taxable

income subject to various income tax rates.

Since 1979, the annual non-taxable income

of a taxpayer with a spouse and three chil-

dren was raised from Rp 528,000.00 to Rp

582,000.00. The amount of taxable income

subject to the lowest rate (i.e. 10%) was in-

creased from Rp 200,000.00 to Rp

240,000.00, while the amount of taxable in-

come subject to the highest rate (i.e. 50%)

was increased from Rp 9.6 million to Rp 18

million.

Towards the end of 1978/79, the Govern-

ment issued a package of regulations to in-

troduce a number of alleviations and exemp-

tions from payment of corporation tax. The

regulations were, inter alia, designed to en-

courage companies to have an orderly and

open administration through the services of

public accountants. The regulations were also

designed to boost the activities of coopera-

tives, to plough back retained earnings and

induce companies to go public. Notwithstand-

ing these measures, receipts from corpora-

tion tax increased by a sizeable 31% to Rp

297 billion in 1979/80. This reflected an ex-

pansion of business activities and an increase

in the number of taxpayers, resulting from

improvements in the tax system and the tax

rates.

Receipts from withholding tax, which

were mainly advances of corporation tax,

rose by Rp 291 billion in 1979/80, an in-

crease of 25% compared with 15% in the

preceding year due to higher rates of with-

holding tax with respect to corporation tax

on general exports, coffee and logs. This

upward adjustment was meant to bring ac-

tual corporation tax receipts closer to the

amount due at the end of the year.

Receipts from the land tax (I peda ), i.e.

tax on land and its yields, amounted to Rp

71 billion, an increase by 13% over the pre-

ceding year. This increase was mainly at-

tributable to intensive collection of I peda

from urban areas, plantations, mining es-

tates and to receipts of payment in arrears.

Receipts from other direct taxes

amounted to Rp 62 billion in 1979/80, a 44%

rise over the preceding year. Almost all re-

ceipts originated from taxes on interest, divi-

dends and royalties.

Receipts from indirect taxes, which, in-

ter alia, covered sales tax, excises, im-

port duties and export tax, amounted to

Rp 1,380 billion in the reporting year, an

increase of 28% compared with 23% in

the year before. This increase was mainly

due to the very rapid increase in export

tax receipts.
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Receipts from sales tax amounted to only

Rp 192 billion in the reporting year, thereby

falling 13% from the preceding year. The ma-

jor reason for this decline was the introduc-

tion of lower sales tax rates effective from April

1979, namely from 10% to 5%, and from 5%

to 2 1/2%, 1% or 0%, which applied to ap-

proximately one thousand items. This mea-

sure was introduced to alleviate the burden of

double taxation which could not yet be abol-

ished from the Indonesian sales tax system.

The lower rates were expected to enhance

the competitiveness of domestically produced

goods vis-a-vis imports, thereby promoting do-

mestic industry and the use of domestic prod-

ucts.

In the reporting year, receipts from import

duties and sales tax on imports rose by 7%

and 9% to Rp 317 billion and Rp 137 billion,

respectively, compared with 3% and 10% a

year earlier. The increase in receipts from im-

port duties in the reporting year was closely

related to a change in the incidence of import

duties on approximately 1,300 types of goods

from ad valorem (by value) to ad natural (by

unit of measurement). The change was intro-

duced to protect domestic industries.

Receipts from excises, which were mainly

derived from tobacco, refined alcohol and

sugar amounted to Rp 326 billion in the year

under report, an increase of 29% over the

preceding year. A significant portion of this

increase was due to the increase of the base

prices of tobacco, sugar, beer and alcohol,

although the excise on tobacco was reduced

in the year under report.

Export tax receipts amounted to Rp 389

billion and therefore recorded a very signifi-

cant increase of not less than 134% over the

preceding year. This was attributable to the

rapid increase of non-oil exports, especially

after the rupiah devaluation of November 15,

1978, and also to the increase in export tax

on wood and the introduction of an additional

export tax on export commodities, for which

world market prices had increased strongly.

Consequently, for the first time, export tax was

the most important item among indirect taxes;

a position held by import duties in the previ-

ous year.

Non-tax receipts which almost entirely

originated from profits of state enterprises

amounted to Rp 188 billion in the reporting

year and were therefore 2% lower than in the

preceding year.

Development receipts derived from foreign

aid amounted to Rp 1,381 billion in 1979/80,

i.e. 33%, higher than the year before. This type

of receipt included program aid and project

aid which rose by 35% and 33% respectively,

approximately the same as in the preceding

year. The share of foreign aid as a source of

development financing dropped from 41 % in

1978/79 to 34% in the reporting year, as do-

mestic revenues increased by 57%.

C. Government expenditures

In 1979/80, actual government expendi-

tures amounted to Rp 8,076 billion, 52%

higher than the preceding year’s actuals. This

amount consisted of routine and development
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expenditures of Rp 4,062 billion and Rp 4,014

billion, respectively, a 48% and 57% increase

over the preceding year.

Routine expenditures consisted of person-

nel and material expenditures, subsidies to

local governments, amortizations and inter-

est payments and other routine expenditures.

In the year under report, routine expenditures

increased mainly as a consequence of higher

personnel and other routine expenditures.

Personnel expenditures rose by 42% to Rp

1,420 billion, primarily due to payment of 2

months extra salary and 1 month extra pen-

sion.

Material expenditures amounted to Rp 569

billion in the reporting year, an increase of 36%

compared with 11 % in the preceding year.

Out of this amount, Rp 540 billion (95%) was

spent domestically while the balance was

spent overseas. The increase in domestic

purchases (36%) was, inter alia, needed to

improve national security, overcome natural

calamities, and procure equipment for second-

ary schools, while the increase in overseas

purchases (39%) was related to an increase

in the number of embassies and consulates

abroad. With regard to domestic material ex-

penditures, priority was accorded to domesti-

cally produced goods so as to promote busi-

ness activities, especially of the

economically-weak groups.

Subsidies to local governments which were

mainly used for salary payments to local civil

servants, amounted to Rp 670 billion in the

reporting year, an increase of 28% over the

preceding year. This increase was closely re-

lated to the payment of 2 months extra salary

to local civil servants.

Expenditures on amortizations and inter-

est payments rose by 28% to Rp 684 billion,

the major part (95%) of which was for foreign

debt repayments. This increase was mainly

attributable to the exchange rate adjustment.

The increase in other routine-expenditures

was caused by payments for subsidies on fuel

oil and food imports, mainly as a result of the

world market price increases of oil and food

imports. During the reporting period, the do-

mestic prices of fuel oil were raised between

36% and 56%, in order to alleviate the bur-

den of subsidy payments and in so doing in-

crease development funds.

As mentioned earlier, with the intention to

accelerate the development process, the Gov-

ernment simplified the budget procedures by

introducing a new project report form (DIP

Gaya Baru) which concurrently served as a

budget authorization. In addition, the Govern-

ment decided that thenceforth lumpsum pay-

ments be made instead of quarterly payments

and that approval from the Ministers of Fi-

nance and the National Planning Board was

no longer required for revisions of project re-

port forms, provided that they do not involve

an increase in the original amount by more

than 20%. Furthermore, in the reporting year,

the Government started to implement the

Inpres program of road improvement and road

building in remote areas.

In line with the considerable increase in
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domestic revenues and the simplification of

budget procedures, the amount of develop-

ment expenditures rose by 57% to Rp 4,014

billion in 1979/80, while the increase in the

preceding year was only 19%.

The major part of development expenditures

was used for financing of projects in the fields

of agriculture and irrigation (13%), communi-

cation and tourism (12%), promotion of busi-

ness activities (12%), manufacturing industry

(9%), mining and energy (9%), education and

national culture4) (9%), and rural village and

urban development (8%). However, in the re-

porting year, the highest rate of increase in ex-

penditures was recorded for promotion of busi-

ness activities, trade and cooperatives, manu-

facturing industry, low cost housing and human

settlement, upgrading of the state apparatus,

health and social welfare5), manpower and

transmigration, and conservation of national

resources and the environment

Development expenditures for promotion

of business activities increase by a significant

188% to Rp 466 billion. The greater part of

this amount was spent to enlarge the

Government’s equity participation in business

enterprises, and the balance to promote the

activities of the economically-weak groups,

inter alia by extending Small Credits (Kredit

Mini) through Bank Rakyat Indonesia and

Kredit Candak Kulak (KCK) through Village

Unit Cooperatives (KUD).

Development expenditures for trade and

cooperatives amounted to Rp 31 billion in the

reporting year, compared with Rp 13 billion,

in the year before. This rapid increase was in

line with the Government’s policy to, promote

the activities of cooperatives, and was also

caused by a significant increase in expendi-

tures for construction and renovation of Inpres

market places (Pasar Inpres). Expenditures

for the latter purpose amounted to more than

Rp 12 billion.

Development expenditures for manufactur-

ing industry rose by 127% to Rp 356 billion in

the year under report. Out of this amount Rp

307 billion (86%) constituted project aid which

rose by 99% over the preceding year, while

the balance was for local currency (rupiah)

financing.

The Third Development Plant (Pelita III)

also accorded higher priority to construction

of low cost housing and settlement. Expendi-

tures for this purpose, therefore, increased by

a substantial 109% to Rp 117 billion in the

reporting year.

Expenditures for improvement of the state

apparatus rose by 107% to Rp 112 billion in

1979/80, whereas a 4% decline was recorded

in the preceding year. This higher amount was

mainly spent on the construction of offices for

higher government institutions. Expenditures

for health and social welfare included expen-

ditures for construction of 200 public health

centres (Puskesmas), 750 supplementary

health centres (Puskesmas pembantu), 125

mobile health centres (Puskesmas keliling)

4) Includes Youth and belief in the Almighty God.
5) Includes expenditures on the role of woman, popu-

lation and family planning.
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and 250 residential houses for medical doc-

tors working under the Inpres health program.

Total development expenditures for public

health-care rose by 80% to Rp 142 billion in

1979/80.

Development expenditures for manpower

and transmigration increased by 71 % to an

amount of Rp 162 billion which included Rp

23 billion in project aid. This rapid increase

was in line with the Government’s policy to

boost transmigration during the Third Five year

Development Plan (Pelita III).

In 1979/80 it was the first time that funds .were

made available for the conservation of natural re-

sources and the environment, amounting to Rp

122 billion which was spent almost entirely. This

sizeable amount was an evidence of the

Government’s growing interest in ecology during

the Third Five Year Development Plan (Pelita III).

The increase in expenditures on education,

national culture and local development, was not

spectacular, although these expenditures were

very meaningful as they were geared towards the

achievement of a more equal distribution of the

development effort and its results, and the cre-

ation of job opportunities through labor-intensive

projects. In the reporting year, expenditures for edu-

cation and national culture6) rose by 44% to Rp

361 billion, including project aid Rp 43 billion (12%).

The higher amount of expenditures for education

was mainly used for the construction of Inpres el-

ementary school, which in the reporting year in-

cluded 10,000 school buildings and an addition of

15,000 classrooms, renovation of 15,000 school

buildings, construction of 5,000 residential houses

for headmasters and school teachers in remote

areas, 10,000 residential houses for school atten-

dants. Compared with the preceding year, expen-

ditures for construction of elementary schools un-

der the Presidential Instruction mentioned above

rose by 39% to Rp 156 billion.

Local development expenditures were prima-

rily made as subsidies to villages, subprovinces

and provinces, and in the form of land tax pro-

ceeds (Ipeda ). These expenditures rose to Rp

336 billion, in the reporting period, an increase of

22% over the preceding year.

In the reporting year, the development sub-

sidy to villages increased from Rp 350 thou-

sand to Rp 450 thousand per village, while the

number of villages rose from 60,645 to 61,150.

Accordingly, the total amount of said subsidies

rose by 29% to Rp 3.1 billion. Development

subsidies to sub-provinces rose by 23% to Rp

87 billion, as the base figure for payment of the

subsidy was increased from Rp 450.00 to. Rp

550.00 per capita and the minimum .amount of

subsidy was raised from Rp 50 million to Rp 65

million. In the reporting year, development sub-

sidy to provinces rose by 16% to Rp 101 bil-

lion, the share of East Timor increased by the

highest percentage (75%) and amounted to Rp

7 billion. This sharp increase was intended to

enable East Timor to catch up with develop-

ment activities vis-a-vis other provinces. Devel-

opment expenditure from land tax (I peda)

amounted to Rp 71 billion in the reporting year,

an increase of 13% over the preceding year.6) Including Youth and belief in the Almighty God.
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TABLE 27 - GOVERNMENT EXPENDITURES
(Billions of Rupiah)
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TABLE 28 - DEVELOPMENT EXPENDITURES BY SECTOR
(Billions of Rupiah)
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TABLE 29 - DEVELOPMENT EXPENDITURES BY SECTOR
EXCLUDING PROJECT AID

(Billions of Rupiah)
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TABLE 30 - PROJECT AID DEVELOPMENT EXPENDITURES BY SECTOR
(Billions of Rupiah)
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VI. INTERNATIONAL ECONOMIC AND
MONETARY DEVELOPMENTS

A. World economic conditions

1. Industrial countries

In 1979, economic conditions in the indus-

trial countries continued to be sluggish in gen-

eral, as reflected by a decline in real GNP

growth and a high level of unemployment. The

rate of inflation meanwhile increased

continuously and created a situation known

as stagflation.

Table 31 below shows that real GNP

growth in the OECD countries as a whole

declined from 3.7% in 1978 to 3.4% in 1979.

Among the OECD countries, only Japan, the

Federal Republic of Germany and Italy

achieved a higher rate of growth than in 1978.

In 1979, Japan succeeded to achieve the high-

est rate of growth, 6.0%, while the lowest rate

of growth, 1.1 %, was recorded by the United

Kingdom.

Inflation in the OECD countries as a whole

increased to a rate of 10.1 % in 1979 com-

pared with 8.5% in 1978. Only Japan suc-

ceeded in keeping its rate of inflation down to

no more than 3.9%, whereas Italy recorded

the highest rate of 15.9%.

Despite the high inflation rate, the rate of

unemployment in OECD countries did not

change significantly, registering 5.1 % in 1979

compared with 5.2% in 1978.

The growth rate of the United States de-

creased substantially from 4.4% in 1978 to

2.3% in 1979. The decline was felt particu-

larly in the first half year and was attributable

to the severe winter and the increase in the

price of oil and energy. The trade account im-

proved in 1979 registering a lower deficit, $

29.4 billion compared with $ 34.2 billion in

1978. This improvement was attributable to

higher exports and lower imports, closely re-

lated to the depreciation of the US dollar in

the preceding years. The surplus on the ser-

vices account also increased, primarily due

to higher investment receipts. As a result, the

current account improved markedly from a

deficit of $ 10.3 billion in 1978 to a surplus of

$ 3.2 billion in 1979. Meanwhile, however, the

rate of inflation increased from 7.7% in 1978

to 11.3% in 1979. In spite of a decline in the

rate of growth, the unemployment rate as a

whole declined from 6.0% in 1978 to 5.8% in

1979.

Real GNP in Japan increased by 6.0% in

1979, which was again the highest among the

major OECD countries. As in the preceding

year, the increase in domestic demand in 1979

provided the main impetus to growth. Domes-

tic demand and private investment increased

to offset the effect of lower government ex-

penditures. The surplus on the trade account

deteriorated substantially from $ 24.6 billion

in 1978 to only $ 2.0 billion in 1979. Imports

increased and exports declined due to the

appreciation of the yen in the preceding year

and an increase in domestic demand. The rise

in imports was also attributable to the increase
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in oil prices. Meanwhile, the services account

deteriorated in 1979 due to a higher level of

expenditures for foreign travel and freight.

Consequently, the current account changed

from a surplus of $ 16.8 billion in 1978 to a

deficit of $ 7.9 billion in 1979. There was a

minor change in the inflation rate from 3.8%

in 1978 to 3.9% in 1979. Due to an increase

in production, especially in the manufacturing

industry, the unemployment rate declined from

2.3% in 1978 to 2.1 % in 1979.

Growth in real GNP in the Federal Repub-

lic of Germany accelerated from 3.5% in 1978

to 4.4% in 1979, mainly because of an in-

crease in private investment. The surplus on

the trade account declined from $ 21.6 billion

in 1978 to $ 12.7 billion in 1979. However, as

the services account was in deficit, there was

a sharp drop in the current account surplus

from $ 13.2 billion in 1978 to only $ 1.0 billion

in 1979. Higher import prices pushed the rate

of inflation upwards from 2.7% in 1978 to 4.1%

in 1979. The increase in domestic demand

contributed to an improvement in the labor

market as reflected by a decline in the unem-

ployment rate from 4.4% in 1978 to 3.8% in

1979.
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In the United Kingdom, real GNP growth

declined from 3.4% in 1978 to only 1.1% in

1979. Investment decreased, while govern-

ment expenditures remained constant. There

was also a decline in exports, mainly because

of industrial labor disputes, and a deteriora-

tion of competitiveness due to the apprecia-

tion of the pound sterling in the last three years.

At the same time, imports increased so that

the trade deficit of the United Kingdom rose

significantly from $ 2.9 billion in 1978 to $ 7.0

billion in 1979. The development of exports

and imports, matched by a lower surplus on

the services account, changed the current

account surplus of $ 4.6 billion in 1978 into a

deficit of $ 0.9 billion in 1979. The inflation rate

increased from 8.3% in 1978 to 13.4% in 1979

mainly because of higher crude oil and raw

material prices and higher wage rates. The

decline in real GNP growth and investment

caused an increase in the unemployment rate

from 5.7% in 1978 to 5.9% in 1979.

The 3.3% economic growth rate of France

in 1979 was slightly lower than 3.6% achieved

in 1978. The growth rate could be maintained

in nearly all sectors, mainly because of the

substantial investments in the last six months

of 1979. The trade account changed from a

surplus of $ 1.5 billion in 1978 into a deficit of

$ 0.9 billion, primarily on account of rising oil

prices. Consequently, the current account

surplus declined from $ 5.2 billion in 1978 to

$ 4.0 billion in 1979. The rate of inflation in-

creased from 9.1% in 1978 to 10.5% in 1979,

while the unemployment rate rose from 5.2%

in 1978 to 5.9% in 1979.

2. Developing countries

There were different rates of growth among

the oil exporting and oil importing developing

countries in 1979. In the oil importing devel-

oping countries, the growth rate was unfavor-

able. Although the rate achieved was higher

than in the oil exporting developing countries,

it declined from 5.0% in 1978 to 4.6% in 1979,

while the inflation rate increased from 23.6%

to 29.4%. The current account also developed

unfavorably from a deficit of $ 36.2 billion in

1978 to $ 54.8 billion in 1979. On the other

hand, the oil exporting developing countries

recorded a 2.9% increase in real GDP in 1979

compared with 2.7% in 1978. The current ac-

count even showed a sizable surplus of $ 68.4

billion in 1979 compared with only $ 5.0 bil-

lion in the preceding year. Consequently, the

inflation rate rose from 9.7% in 1978 to 11%

in 1979.

B. International monetary developments

In 1979, international monetary conditions

were relatively stable, despite fluctuations in

the prices of gold and oil. The relative stability

was reflected in the exchange rate develop-

ments of the major world currencies, which

were supported by financial and monetary

policies in a number of countries, especially

interest rate policies.

Exchange rates in the international cur-

rency markets were relatively stable in 1979,

compared with the volatile conditions in 1977

and 1978. The main causes of the relative sta-
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bility were an improvement in the distribution

of current account imbalances among the in-

dustrial countries and the implementation of

monetary policy designed to stabilize ex-

change rates. In the United States, the cur-

rent account turned from a deficit into a sur-

plus in 1979, while Japan and the Federal

Republic of Germany had a significant decline

in their current account surpluses, which even

developed into a deficit in Japan. In addition,

the measures to achieve monetary stability

were supported by a more active intervention

in the foreign exchange markets by the United

States together with the major industrial coun-

tries to support the U.S. dollar. Exchange rate

movements among the major European coun-

tries were generally stable, achieved partly by

the implementation of the European Monetary

System. Exceptions in 1979 were the pound

sterling which appreciated, and the Japanese

yen which depreciated against all other major

currencies.

In 1979, the tight money and financial poli-

cies in the major industrial countries, designed

to control inflationary pressures, were re-

flected in rising short-term interest rates in

these countries, especially in the second half

of the year. In early 1979, interest rates dif-

fered among the industrial countries. In Ja-

pan, the Federal Republic of Germany and

Switzerland, short-term interest rates in-

creased slightly following the tight money

policy implemented by these countries in 1978.

On the other hand, the rate of interest in the

United States and the United Kingdom tended

to decline because of the capital inflow into

these countries. In a few other industrial coun-

tries in Europe, short-term interest rates did

not change significantly in the first quarter of

1979, mainly due to the stability in the foreign

exchange markets. In the second quarter and

the second half-year of 1979 there was strong

demand for credit and rising inflation, mainly

generated by the increase in oil prices. The

aforementioned developments resulted in

greater speculative activity in the financial,

foreign exchange and commodity markets,

and triggered off a progressive tightening of

monetary policies in almost all the major in-

dustrial countries. In October 1979, short-term

interest rates in some countries had either

reached or exceeded the previous peak lev-

els recorded in 1974.

In 1979, the important developments in the

area of international monetary reform were

the measures adopted to further improve the

use of the Special Drawing Rights (SDR) and

to enhance its role as a primary reserve as-

set in the international monetary system.

Moreover, it was also agreed to explore ways

and means to arrive at an effective interna-

tional monetary system, i.a. through the es-

tablishment of a Substitution Account and lib-

eralization of certain facilities of the Interna-

tional Monetary Fund (Fund).

In 1979, the Fund adopted a number of

decisions to permit the additional use of SDRs,

namely for loans and debt repayments, as

collateral, and in swap and forward transac-

tions. In order to meet the increasing need for

international liquidity, in January 1980 the

Fund implemented the second allocation of

SDRs, out of the three allocations pursuant
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to the resolution adopted by the Board of Gov-

ernors of the Fund in December 1978.

The European Monetary System (EMS)

was established on March 13, 1979, with most

of the European Economic Community’s

(EEC) member countries participating, namely

Belgium, Denmark, France, the Federal Re-

public of Germany, Ireland, Luxembourg,

Netherlands and Italy. The unit of account of

the system is the European Currency Unit

(ECU), against which each member shall es-

tablish a par value for its currency. With the

exception of Italy, each participant shall main-

tain the market value of its currency in terms

of all other currencies within a margin of 2.25%

on either side of its central rate (the margin

for Italy was 6.0%). Ireland first adopted a

margin of 6.0% and then changed it into

2.25%. A participant whose exchange rate

fluctuates close to the margin shall take ap-

propriate measures to restore stability of its

currency. “Mutual credit lines” were established

by the central banks of the participating coun-

tries to facilitate intervention. In this context,

financial assistance was provided in the form

of short-term credit of unlimited amount. These

credits must be repaid not later than 45 days

after the end of the month in which the inter-

vention was implemented, subject to an ex-

tension of 3 months.

C. ASEAN countries’ cooperation and

economic developments

In 1979, there was some progress in the

cooperation among ASEAN countries, particu-

larly in the fields of trade, manufacturing in-

dustry, agriculture, finance and communica-

tions.

At their Eighth Meeting held in Manila on

September 7-8, 1979, the ASEAN Economic

Ministers agreed to an expanded program for

cooperation in the field of trade. The Meeting

approved the extension of trade preferences

to an additional 1,001 items, which brought

the total number to 2,327 items.

Several developments took place in the

course of 1979 with regard to negotiations on

the ASEAN industrial program. A Yen 47.5 bil-

lion (approximately $ 219 million) soft-term

loan agreement was signed between Indone-

sia and Japan for the financing of the ASEAN

urea project in Indonesia. This loan would

cover 70% of the total project costs amount-

ing to $ 313 million, while the remaining 30%

would be financed by the ASEAN countries,

i.e. 60% by Indonesia and 40% by the other

four ASEAN countries, 13% out of which to

be contributed by Malaysia, Thailand and the

Philippines respectively, and 1% by Singapore.

Meanwhile, a feasibilty study for the estab-

lishment of a urea project in Malaysia was in

progress. With respect to the preparation of

the ASEAN soda-ash project in Thailand,

agreement was reached on the selling price

of the project’s final product. Moreover, the

establishment of a fertilizer plant in the Philip-

pines as the fourth ASEAN industrial project

was also agreed upon.

On October 4, 1979, the ASEAN Foreign

Ministers signed an Agreement on the estab-

lishment of an ASEAN Food Security Reserve
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to meet food emergency requirements in

member countries. The reserve is a stockpile

of 50,000 tons of rice in ASEAN member coun-

tries i.e.: Indonesia 12,000 tons, Malaysia

6,000 tons, the Philippines 12,000 tons,

Singapore 5,000 tons, and Thailand 15,000

tons.

As is known, the ASEAN Swap Arrange-

ment was set up in 1977 to provide short-term

credit facilities for participating countries en-

countering a temporary international liquidity

shortage. Until the end of 1978, no swap trans-

actions had been made since the arrangement

became effective. Therefore, in order to acti-

vate cooperation under the swap arrange-

ment, Indonesia drew $ 20 million for a period

of three months. Bank Negara Malaysia, the

Central Bank of the Philippines, The Monetary

Authority of Singapore and Bank of Thailand

contributed $ 5 million each towards this

amount. In addition, Malaysia also drew $ 4

million and Thailand $ 80 million; other par-

ticipants contributed an equal share towards

these amounts.

In the field of communications, it was

agreed that Indonesia’s “Palapa” satellite com-

munication system would also be used by the

Philippines, Malaysia and Thailand.

As mentioned before, international eco-

nomic conditions in 1979 were unfavorable,

as reflected by a slow growth of trade and

national output and a fairly high rate of infla-

tion. Consequently, the growth of several

ASEAN countries was affected. However, the

rate of growth in ASEAN countries in general

still exceeded the rate in a number of devel-

oped countries.

In 1979, Singapore’s Gross Domestic Prod-

uct (GDP) rose by 9.3% compared with 8.6% in

the preceding year. The higher rate is manifested

in the industrial and foreign trade sectors. Exports

increased by 35% in 1979 compared with 14% in

1978, while imports rose by 29.4% compared with

16% in the preceding year. In 1979, the inflation

rate was only 4% as against 4.8% in 1978. Ac-

cordingly, the unemployment rate decreased

slightly from 3.6% in 1978 to 3.5% in 1979.

In 1979, Malaysia’s economy recorded a

significant progress. GDP rose by 8.5% in

1979 compared with 7.1 % in 1978. The high

rate of investment in 1979 was a major impe-

tus to this growth. Exports showed an increase

of 40.5% in 1979 compared with 14.3% in

1978, while imports only rose by 24.6% com-

pared with 22.6% in 1978. In consonance with

the economic growth in 1979, the unemploy-

ment rate decreased slightly from 6.2% in

1978 to 6.1 %. The inflation rate was reduced

to 3.6% in 1979 from 4.9% in 1978.

The growth rate of the Philippines declined

from 6.3% in 1978 to 5.8% in 1979. The de-

cline occurred mainly in the fields of agricul-

ture and industry. Exports, however, increased

by 36% and could compensate the higher

import bill which was mainly due to rising oil

prices. The inflation rate rose to 18.8% from

7.6% in 1978. This increase was mainly at-

tributable to the higher price of oil. The real

GDP growth of Thai/and declined from 11.7%

in 1978 to 6.9% in 1979. This decline mainly
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occurred in the fields of agriculture, construc-

tion, transportation and communication, bank-

ing and insurance. Exports, however, in-

creased by 30.7% in 1979 compared with

16.7% in 1978, while imports increased by

34.2% compared with 15.3% in the corre-

sponding year. A strong domestic, demand

and higher import prices accelerated the in-

flation rate from 7.9% in 1978 to 9.9% in 1979.

D. Relations between Indonesia and

international financial institutions

1. International Monetary Fund (IMF)

In the reporting year, transactions with the

Fund included the Fund’s use of rupiahs in

transaction with other member countries in the

context of the Fund’s operational budget, re-

ceipt of an SDR allocation, receipt of SDRs

for U.S. dollars, purchase of gold at the offi-

cial price and receipt of part of the profit from

the Fund’s gold auctions.

During the reporting year, Indonesia was

included four times in the operational budget

for a total amount of SDR 28.3 million. Indo-

nesia therefore made rupiahs available to the

Fund equivalent to SDR 28.3 million, out of

which SDR 15 million was lent to Sudan,

Bangladesh, Honduras and Ivory Coast in

1979/ 80. Consequently, since its first inclu-

sion, Indonesia has made rupiahs available

fourteen times for a total cumulative amount

of SDR 118.3 million, out of which SDR 38

million was used by other Fund member coun-

tries.

In January 1980, the Fund implemented

the second stage of the SDR allocation

amounting to SDR 4 billion. Out of this amount,

Indonesia received SDR 49.9 million, which

added up to a total cumulative allocation of

SDR 190 million. In addition, under the SDR

designation plans, Indonesia was committed

four times in 1979/80 to make U.S. dollars

available to a total amount of SDR 49.7 mil-

lion. Out of this amount, SDR 23.5 million was

exchanged for SDRs. The receipt of the allo-

cation, receipt of SDRs for U.S. dollars under

designation plans and other SDR transactions

caused Indonesia’s SDR holdings to increase

from SDR 114.3 million at the end of the pre-

vious reporting year to SDR 186.1 million at

the end of 1979/80.

In the reporting year, the Fund imple-

mented the fourth stage of the program of gold

restitution to member countries, involving a

quantity of 25 million troy ounces in total. Un-

der this scheme, Indonesia received 55,624

troy ounces of gold of an official value of SDR

1.9 million. Thereby, the total quantity of gold

restituted to Indonesia amounted to 222,516

troy ounces.

Besides restituting gold to its member

countries, the Fund auctioned 25 million troy

ounces of gold on the open market. Part of

the profit, i.e. the difference between market

prices and the official price, would be distrib-

uted in stages to developing member coun-

tries. Indonesia’s share in the profit received

amounted to $ 24.3 million in total, including

$ 12.7 million received in the reporting year.
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2. World Bank Group

In the reporting year, the World Bank (In-

ternational Bank for Reconstruction and De-

velopment/IB RD) approved new loans to In-

donesia amounting to $ 788 million. These

loans were for projects in the field of irriga-

tion, agriculture, road improvement,

BAPINDO, transmigration, electricity, city wa-

ter supply and smallholder’s agriculture. At the

end of 1979/80, total loans approved thereby

came to $ 2.691 million for 46 projects.

The aforementioned IBRD loans were sub-

ject to less concessional terms than previ-

ously, i.e. a repayment period of 7 to 30 years

including 3 to 10 years grace, interest rates

between 7% to 9.25% per annum for the dis-

bursed portion of the loan, and a commitment

charge of 0,75% per annum for the undis-

bursed portion of the loan.

In the reporting year, the International De-

velopment Association (IDA) approved cred-

its for technical assistance and projects in the

field of transmigration, rural development,

smallholder rubber development, irrigation and

agricultural extension amounting to $ 221 mil-

lion. At the end of 1979/80, the total cumula-

tive credits approved amounted to $ 901.8

million for 46 projects. The credits carry no

interest but only a service charge of 0.75%

per annum.

Under the $ 7.6 billion IDA Fifth Replen-

ishment, Indonesia paid the rupiah equivalent

of $ 168.4 thousand in three equal annual in-

stallments. The last instalment was made in

November 1979.

Until the end of 1979/80, total investments

of the International Finance Corporation (lFC)

in Indonesia amounted to $ -42.5 million in 9

private companies. Other institutions joined

IFC in financing the companies that received

financial assistance from IFC. At the end of

1979/80, investments of other institutions in

the aforementioned companies amounted to

$ 19.8 million. The financial assistance car-

ried interest of 8.5% to 9.5% per annum.

In the context of IFC’s capital increase from

$ 110 million to $ 650 million, Indonesia’s sub-

scription was increased by $ 6.1 million to $ 7.4

million with effect from 1980. The increase was

payable in five instillments. The second and third

installments were both paid in March 1980.

3. Asian Development Bank (ADB)

In 1979/80, ADB approved new loans to

Indonesia amounting to $ 235.4 million for the

financing of urban development projects,

higher education, road improvement, electric-

ity, irrigation, and manufacturing industry. The

loans originated from Ordinary Resources and

Special Funds. Loans from Ordinary Re-

sources were subject to a repayment period

of 10 to 30 years including 2 to 8 years grace

and interest between 7.5% and 9.1% per an-

num. Loans from Special Funds were subject

to a repayment period of 40 years including

10 years grace and a service charge of 1 %

per annum. At the end of the reporting year,

total loan approvals amounted to $ 946.7 mil-

lion, consisting of $ 784.4 million from Ordi-

nary Resources and $ 162.3 million from Spe-

cial Funds.
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4. Islamic Development Bank (IDB)

As mentioned in the previous Annual

Report, IDB approved its first loan to In-

donesia amounting to $ 10 million for co-

financing the South-East Sulawesi trans-

migration project. The loan had a repay-

ment period of 20 years, carried no inter-

est, and was subject to a service charge

of ID 2.55 million. In the reporting year,

the IDB did not approve any new loan to

Indonesia.

5. Inter-Governmental Group on Indone-

sia (IGGI)

The 22nd IGGI meeting, held in Amsterdam in

April 1979, agreed to provide $ 2.8 billion assis-

tance in 1979/80. Out of this amount, $ 1.9 billion

was concessional assistance (ODA) from donor

countries and multilateral financial institutions, while

the remainder ($ 0.9 billion) constituted export credit

facilities. Until the end of March 1980, total IGGI

loan agreements signed amounted to $ 14.8 bil-

lion, out of which $ 8.4 billion had been disbursed.
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VII. INDONESIA’S BALANCE OF PAY-
MENTS

A. Balance of payments policy

Balance of payments policy is an integral

part of the development policy pursued by the

Government, which continues to be directed

to increase export earnings and savings of

foreign exchange, to bring about an expan-

sion of employment opportunities and domes-

tic production through import substitution, and

to make use of foreign resources both in the

form of loans and foreign investments.

In the pursuit of such policy, the Govern-

ment, within the reporting year, took a series

of measures aimed at supporting the Novem-

ber 15, 1978 policy. As mentioned in last year’s

annual report, this policy was meant prima-

rily to strengthen the competitiveness of

Indonesia’s non-oil exports in the world mar-

ket and of domestic production against im-

ports.

As far as exports are concerned, such

measures consisted of fiscal adjustments,

simplification of trade procedures, improve-

ment of quality standards for export commodi-

ties, and marketing support. On the import

side, several measures were also taken such

as reduction of customs duties on raw and

auxiliary materials for domestic production,

change from ad valorem to ad naturam (spe-

cific tariffs) on some imported commodities

and the extension of the list of commodities

allowed to be imported under Usance Letters

of Credits. With respect to capital inflow, DSP

(investment priority list) of 1980 and other

measures have been set up to create a better

climate for foreign investment.

1. Export measures

In order to increase production and to en-

hance the competitiveness of export com-

modities, the Government has extended the

list of goods eligible for the export certificate

from 29 to 55 commodities.1) In an effort to

increase exports of processed wood, export

certificates were granted to timber producers,

whose products, wholly or partly, were ex-

ported.2) In addition, to foster the domestic tim-

ber industry, holders of HPH (forest exploita-

tion right) and timber exporters have been al-

lowed to withdraw their compulsory deposits

for investments in the timber industry either

for establishing new plants or for expanding

their existing plants. 3) In the reporting year,

these compulsory deposits were increased

from Rp 415.00 to Rp 2,000.00 per cubic

meter, in view of the favorable timber prices in

the world market.4)

2) Joint Decree of the Minister of Industry and Agricul-
ture No. 80/M/SK/5/1979 and No. 291/Kpts/Um/5/
1979 dated May 1, 1979

3) Presidential Decree No. 20/1979 dated April 27, 1979
4) Presidential Decree No. 39/1979 dated September

12, 1979

1) Decrees of the Minister of Finance:
No. 197/ KM K-05/79 dated May 8,1979
No. 213a/KMK-05/79 dated May 14, 1979
No. 214/KMK-05/79 dated May 14, 1979
No. 277/KM K-05/79 dated June 11, 1979
No. 310/KMK-05/79 dated July 12, 1979
No. 312/KM K-05/79 dated July 12, 1979
No. 13/KMK-05/80 dated January 8, 1980
No. 22/KM K-05/80 dated January 10, 1980
No. 127/KMK-05/80 dated March 7, 1980
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In addition to the above mentioned fiscal

measures, PET (additional export tax), previ-

ously imposed only on exports of palm oil, was

also applied to coffee, black tea, stearin, co-

pra, coconut oil and sawn timber exports in

the reporting year. 5 ) In the short run, PET is

meant to assure the supply of the above com-

modities in the domestic market. In the long

run it is intended to support domestic produc-

tion. The revenues derived from PET will be

used to finance rejuvenation, rehabilitation and

expansion of plantations for export commodi-

ties which have favorable prospects in foreign

markets.

On the other hand, to protect domestic con-

sumers, PES (a specific export tax) is to be

levied on commodities for which the PET is

not imposed, and which have good marketing

prospects abroad but are needed for domes-

tic consumption. 6) By the end of the reporting

year, however, the commodities on which the

PES was to be levied had not been specified.

In 1979/80, various steps were undertaken

to improve regulations and procedures. The

regulations concerning SIUP (trade business

permit) were revised by extending the period

of validity from three to five years and chang-

ing the trade classification from four to three

groups. 7) Exports of commodities of the same

kind require only one copy of the E-3 form,

provided that the rates of the export tax are

equal and are exported in one shipment. 8) Be-

ginning May 9, 1980, exports of textiles can

only be made by registered textile exporters.9)

Moreover, exports of certain textile products

to countries granting preferential treatment

can only be executed after obtaining a permit

from the Minister of Trade and Cooperatives.

These measures were taken in connection

with the requirements imposed by importing

countries, especially with regard to the com-

modity origin.

In an effort to improve the competitiveness

of Indonesia’s exports in the international

market, the Government has extended the list

of goods eligible for exports under Usance

Letters of Credits to some manufactured

goods that still need promotion, such as elec-

trical products and book.10) In addition, the

standard for 50 more commodities have been

established, so that at the end of 1979/80, al-

together there were 99 commodities in the list

of quality standard.11)

In order to encourage the production of fin-

ished goods for exports, the Government took

some measures during the reporting year,

restricting exports of certain kinds of unproc-

essed materials. Exports of unprocessed rat-

8) Bank Indonesia Circular Letter No. SE 12/103/
ULN dated January 21 , 1980

9) Decree of the Minister of Trade and  Cooperatives
No. 87/Kp/III/80 dated March 7, 1980

10) Decrees of the Minister of Trade and Coope
ratives: No. 415/Kp/VI/79 dated June 5, 1979
No. 47/Kp/II/80 dated February 13, 1980

11) Decree of the Minister of Trade and  Cooperatives
No. 555/Kp/IX/79 dated September 9, 1979

5) Decrees of the Minister of Finance:
No. 284/KMK-011/79 dated June 19, 1979
No. 285/KMK-011/79 dated June 20, 1979
No. 389/KMK-011/79 dated September 6, 1979
No. 443/KMK-011/79 dated October 18, 1979

6) Government Regulation No. 31/1979 dated Septem-
ber 28, 1979

7) Decree of the Minister of Trade and  Cooperatives
No. 428/KP/V 1/79 dated J une 11, 1979
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tan and leather are prohibited, and the exten-

sion of new or additional bank credits as well

as the rescheduling of existing credits used

to finance the exports of such commodities

are no longer allowed.12) To protect domestic

industries using scrap iron as raw material,

the prohibition of scrap iron export, formerly

applied to those originating from Java and

Sumatera, was extended to those from other

parts of the country.13)

In the context of trade promotion among

ASEAN countries, the list of Indonesia’s ex-

port commodities enjoying preferential treat-

ment under the ASEAN Preferential Trading

Arrangement was extended from 1,060 com-

modities to 1,861 commodities in the report-

ing year.14) Furthermore, in March 1980, the

number of Indonesia’s export commodities

enjoying such preference was extended to

2,261 items, effective April 1, 1980.15)

It should be noted that, beginning March

30, 1980, Indonesia has enjoyed the United

States’ trade facility of “Generalized System

of Preferences” (GSP). This facility is intended,

among other objectives, to encourage devel-

oping countries’ exports to the U.S.A. The

number of items eligible for this facility is ap-

proximately 2,800, or more than one half of

the total items listed in the Tariff Schedule of

the United States (TSUS).

2. Import measures

Import measures taken during the report-

ing year were principally intended to supple-

ment the November 15, 1978 measures aimed

at accelerating domestic industrial develop-

ment and improving the competitiveness of

domestic products vis-a-vis imports.

In order to achieve these objectives, the Gov-

ernment extended the list of raw and auxiliary

materials eligible for a reduction and exemption of

import duty and import sales tax (PPn). In addi-

tion, the Government has reduced the rates of tar-

iffs and import sales taxes on certain raw and aux-

iliary materials for domestic production.16) In order

to assure the availability of raw and auxiliary ma-

terials, with the purpose to support the develop-

ment of domestic industries, the Government has

increased the number of products eligible for im-

port under Usance L/Cs from 273 to 323.17)

In order to protect the domestic production of

consumer goods, the Government has changed

the method of calculating tariffs on certain import

goods from ad valorem to ad naturam (specific

rates) which resulted in a higher effective tariff.18)

The duty and sales tax on imports of certain kinds

of goods, such as tractors, has been reimposed,19)

16) Decree of the Minister of Finance No.410/KMK
05/1979 dated September 26, 1979

17) Decree of the Minister of Trade and Cooperatives
No. 95/Kp/III/1980 dated March 17, 1980

18) Decree of the Minister of Finance No. 185/KMK
05/1979 dated April 20, 1979

19) Decree of the Minister of Finance No. 54/KMK
05/1980 dated January 31 , 1980

12) Decrees of the Minister of Trade and Cooperative
No. 492/Kp/VII/79 and No. 494/Kp/V11/79 dated July
23, 1979. Bank Indonesia Circular Letters:
No. SE 12/8/UPK dated August 10, 1979
No. SE 12/10/UPK dated August 15, 1979

1 3)Decree of the Minister of Trade and Cooperatives
No. 300/Kp/IV/79 dated April 7, 1979

14) Instruction of the Director General of External Trade
No. 15/DAGLU/INS/XII/79 dated December 13, 1979

15) Instruction of the Director General of External Trade
No. 06/DAGLU/INS/III/80 dated March 24, 1980
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while the duty on imports of orchid flowers has

been raised.20) In protecting the aircraft industry,

imports of airplanes and helicopters of the same

type as those produced domestically, such as

CASA C212, BO-105 and PUMA S-330, have

been prohibited.21)

Regular importers are now allowed to im-

port spare-parts for heavy equipments previ-

ously done only by sole agents.22) This change

was intended to improve the availability of the

spare-parts in the domestic market.

In line with the progress in domestic tex-

tile industries, the compulsory import deposit

for certain textile-related items to be made at

the time of opening of L/Cs, was reduced from

100% to 40%.23) The rate applied to most im-

ports is 40%.

In an effort to promote trade with other

ASEAN countries, the number of import items

eligible for preferential treatment under the

ASEAN Preferential Trading Arrangement was

enlarged from 266 to 466.24) Effective April 1,

1980, this number was further enlarged to 566.

3. Policy on capital movements

In an effort to accelerate the process of

economic development, the Government has

adopted an investment policy that aims at

encouraging domestic and foreign capital in-

vestments by creating an attractive capital in-

vestment climate.

In accordance with the investment policy

in the oil sector in the past several years, ef-

forts have continuously been made to induce

exploration and exploitation of new fields and

more intensive exploitation of existing fields

(secondary recovery). During 1979, 167 oil

wells were drilled, or 13 more than 1978.

Efforts to expand the market of Liquefied

Natural Gas (LNG) to Japan and the U.S.A.

have continued. Meanwhile, steps have been

taken toward the expansion of LNG projects

in Badak and Arun.

Existing policy on attracting foreign capital

investment in the sectors outside oil and LNG

was continued. One of the important mea-

sures was the issuance of the DSP of 198025)

which placed more emphasis on spreading

projects to regions, particularly to outside

Java, creating employment, processing of raw

materials into finished goods, production for

exports and the involvement of economically

weak groups and cooperatives. Business ac-

tivities have been grouped into those enjoy-

ing tax holiday and those enjoying investment

allowance. Efforts to involve economically

weak groups (including cooperatives, farmers,

cattle breeders, and fishermen) were reflected

in the 1980 DSP, which required such groups

20) Decree of the Minister of Finance No. 184/KMK
05/1980 dated March 25, 1980

21) Presidential Instruction No. 1/1980 dated January
29, 1980

22) Letter of the Director of Imports, the Department of
Trade and Cooperatives No. 489/DIM-1/ 11/1980
dated January 26, 1980

23) Decree of the Board of Directors of Bank Indonesia
No. 12/83/Kep/Dir/ULN dated  October 19,1979

24) Instruction of the Director General of External Trade
No. 15/DAGLU/INS/XII/79 dated December 13, 1979

25) Decree of the Investment Coordinating Board
No. 1/1980 dated February 15, 1980
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to become engaged in 71 project groups of

various business activities. Business activities

providing large employment opportunities and

those operating in the agricultural sector are

given special attention in the 1980 DSP.

A branch of the Capital Investment Coor-

dinating Board (BKPM) has been set up in

every province in order to encourage capital

investment throughout the country. 26)

B. Balance of payments development

1. Main features

During 1979/80, Indonesia’s balance of

payments developed favorably, generating a

surplus of $ 1,690 million, compared with $

708 million in the previous year (see Table 22).

The surplus raised the level of net interna-

tional reserves to $ 4,606 million by the end

of March 1980. The above surplus, however,

did not include a $ 1,803 million increase in

the net foreign assets held by Indonesia’s for-

eign exchange banks. With this amount added,

the overall balance of payments surplus was

$ 3,493 million compared with $ 818 million in

1978/79.

While the current account showed persis-

tent deficits in the ten preceding years, it reg-

istered a large surplus in 1979/80, amounting

to $ 1,990 million, following a 54% increase in

export value. Oil, LNG, as well as non-oil/LNG

exports increased significantly, up by 46%,

161%, and 55%, respectively. All non-oil/LNG

export commodities increased in value, except

tea and pepper. Among those, timber, coffee,

rubber and handicrafts increased strongly; by

74%, 40%, 32%, and 236%, respectively. In

addition, certain new export commodities such

as cement, electrical products and fertilizer

also showed high rates of expansion.

Total import value rose by 18%, compared

with 7% in 1978/79, on account of an 83%

increase in imports related to LNG produc-

tion and a 22% rise in commercial imports in

the non-oil/LNG sector while imports by oil

companies remained unchanged. Meanwhile,

rice imports during the fiscal year 1979/80

increased substantially in volume as well as

in value, registering $ 744 million (2.6 million

tons) compared with $ 341 million (1 .2 mil-

lion tons) in the preceding year. Of the major

import categories, capital goods accounted for

the highest share, followed by raw materials

and consumer goods.

Following the previous policy on the place-

ment of Government bonds in the foreign

market, another series of bond denominated

in Kuwaiti dinar was issued in the reporting

year. The Republic of Indonesia, thus far, has

launched four foreign bond issues denomi-

nated in Japanese yen ($ 50 million),

Deutsche mark ($ 50 million), Netherlands

guilder ($ 37 million), and Kuwaiti dinar ($ 25

million).

2. Current account

As mentioned earlier, the current account
26) Presidential Decree No. 26/1980 dated March 29,

1980
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recorded a large surplus during 1979/80 com-

pared with a deficit of $ 1,155 million in 1978/

79. This was due to a substantial rise in the

trade surplus and also to the fact that the defi-

cit on services increased only moderately.

a. Balance of trade

Unlike the current account, the balance of

trade has almost always been in surplus. The

surplus this year increased substantially, from

$ 2,910 million in 1978/79 to $ 7,527 million in

1979/80. This substantial increase was mainly

due to exports which rose by $ 6,136 million,

while imports increased by only $ 1,519 mil-

lion.

The following table shows the balance of

trade during the past five years.

Exports Imports Trade
(f. o. b) (f. o. b) Balance

1975/76 7,146 5,409 1,737
1976/77 9,213 7,173 2,040
1977/78 10,860 7,866 2,994
1978/79 11,353 8,443 2,910

1979/80 17,489 9,962 7,527

a.1. Exports

Total exports in 1979/80 amounted to $

17,489 million, an increase of 54% over the

previous year, compared with only 5% in 1978/

79 (see Table 33). The sharp increase was

due to the increase in exports of oil and LNG,

as well as other commodities.

Japan was still the main country of desti-

nation for Indonesia’s exports, with a share of

47%, followed by the United States (20%), and

ASEAN countries (14%).

i. Oil and LNG exports

The export value of oil and LNG rose by

54% to $ 11,324 million in the reporting year.

The substantial increase resulted from eight

oil price increases during the fiscal year.

Oil export value increased by 46% to $

9,979 in the reporting year despite a 12%

decline in export volume from 503 million bar-

rels in 1978/79 to 442 million barrels in 1979/

80. The decline in volume was on account of

a 15% decrease in the volume of crude oil

exports, due to a decrease in crude oil pro-

duction and an increase in the use of crude

oil in domestic refineries while exports of pe-

troleum products rose by 25%. Crude oil pro-

duction decreased by 2% from 589 million

barrels in 1978/79 to 577 million barrels in

1979/80, and the use of domestic crude for

refineries increased by 44% to 181 million

barrels in 1979/80, to meet the increasing

domestic demand of petroleum products.

The increase in the value of oil exports was

due to eight price increases, effective April 1,

May 1, June 15, July 15, November 17 and

December 17 of 1979, and January 1 and

February 4 of 1980. The weighted average

price was $ 13.98 per barrel at the end of

1978/79 and $ 29.80 per barrel at the end of

1979/80.

Net oil, i.e. gross exports less expenditures

for imports and services related to oil activi-
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ties, increased by 67% to $ 6,308 million in

1979/80. The increase was due to the afore-

mentioned export increase, which resulted

from a 6% weighted average price increase

of 66%, while import and service payments

increased by only 19%.

Japan was still the major importer of

Indonesia’s oil, accounting for 58%, while the

U.S.A. imported 29% of Indonesia’s oil exports.

The remaining share was shipped to Trinidad

and Tobago, Singapore, the Philippines, and

Thailand.

The export value of LNG rose by 161% to

$ 1,345 million in 1979/80, on account of the

increases in both export volume and price.

Expor t volume rose from 216 million

MMBTU27) in 1978/79 to 373 million MMBTU

in 1979/80, an increase of 73%, and LNG

export price increased by 53% to $ 3.60 per

MMBTU in 1979/80. The whole LNG produc-

tion was exported to Japan, meanwhile, ef-

forts continued to be made to conclude an

LNG export agreement with the U.S.A.

Net LNG, i.e. gross exports less imports

and service payments related to LNG produc-

tion, rose by 196% from $ 225 million in 1978/

79 to $ 667 million in 1979/80. The large jump

in LNG export volume was the result of an

expansion of capacity utilization of the exist-

ing LNG plants, so that in the reporting year

all plants operated near full capacity, while no

problems were faced in marketing.

ii. Non-oil/LNG exports

In 1979/80, the value of non-oil/LNG ex-

ports rose by 55% to $ 6,165 million compared

with 13% in 1978/79. Timber, rubber, coffee,

tin, palm oil, shrimp, and tea were the main

commodities in this group. During the past five

years, these major commodities have ac-

counted for 80% of non-oil/LNG exports. It is

worth noting that after the implementation of

the November 15, 1978 measures, substan-

tial increases were registered by exports of

handicrafts and certain manufactured goods,

such as textiles, electrical products, urea fer-

tilizer, and cement.

The role of Japan as the major importer of

Indonesia’s non-oil/LNG exports strengthened

this year as exports of this commodity group

to Japan increased from 24% of total non-oil/

LNG exports in 1978/79 to 28% in 1979/80.

The U.S.A. was the second largest importer

and its share increased from 14% in 1978/79

to 16% in 1979/80. The share of ASEAN coun-

tries was unchanged from the previous year’s,

i.e. 17% of total exports of this commodity

group. Exports of principal commodities are

as follows.

Timber

Among non-oil/LNG export commodities,

timber continued to be the main contributor to

Indonesia’s foreign exchange receipts. In

1979/80, the export value of timber was $

1,969 million, accounting for 32% of non-oil/

LNG exports compared with 28% in 1978/79.

Despite a decline in the volume of exports by27) MMBT U = million of BTUs (British Thermal Units)
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8%, the sharp increase (90%) in unit prices

led to an increase in timber export value by

74%. The decline in the volume resulted from

a change in the composition of exports as less

logs and more processed woods were ex-

ported in 1979/80 than in 1978/79. The vol-

ume conversion rate between sawn timber

and logs is 1 : 2, meaning that 2 units of logs

can produce 1 unit of sawn timber, and be-

tween logs and plywood is 1 : 2.3228). Aside

from the increase in the price of timber in the

world market, the change in the composition

of exports also contributed to the sharp in-

crease in the unit price of timber exports.

Timber was mainly exported to Japan

(52%), South Korea (21%), and Taiwan (10%).

Timber exports during the past five years are

shown below.

Value Volume

(millions of $) (thousands of tons)

1975/76 527 11,385
1976/77 885 15,770
1977/78 943 15,651
1978/79 1,130 16,050

1979/80 1,969 14,780

Rubber

The export value of rubber increased by

32% in 1979/80 compared with 27% in 1978/

79. In 1979/80 the value was $ 1,025 million

which represented 17% of total non-oil/LNG

exports. The increase was primarily due to a

30% increase in unit prices.

Singapore and the U.S.A. ranked first and

second among the countries of destination,

accounting for 38% and 37% of Indonesia’s

rubber exports, respectively. Other major im-

por ters of Indonesia’s rubber were the

U.S.S.R. (7%), Japan (4%), and the Federal

Republic of Germany (3%).

The following figures describe the devel-

opment of rubber exports in the past five

years.
Value Volume

(millions of $) (thousands of tons)

1975/76 381 846
1976/77 577 892
1977/78 608 873
1978/79 774 920

1979/80 1,025 941

Coffee

Export volume of coffee increased by only

3% in 1979/80, while unit prices increased by

37%, resulting in a value increase of 40%. Total

exports of coffee in the reporting year were

237 thousand tons valued at $ 713 million,

representing 12% of the value of non-oil/LNG

exports.

Coffee was primarily exported to the U.S.A.

(34%), the Netherlands (11 %), and Japan

(9%). The table below shows coffee exports

during the past five years.

Value Volume

(millions of $) (thousands of tons)

1975/76 112 142
1976/77 330 143
1977/78 626 179
1978/79 508 231
1979/80 713 237

28) Report of the Department of Agriculture, January
1980.
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Tin

Continuing its increasing trend in the past

several years, the export value of tin went up

by 20% to $ 388 million in 1979/80, due to

increases in both price and volume, by 10%

and 8%, respectively.

The Netherlands, Singapore and Japan

were the main importers, accounting for 40%,

31% and 23% of Indonesia’s tin exports, re-

spectively.

Due to a continuing upward trend in the

price of tin in world market, the International

Tin Council twice decided to increase both the

floor price and the ceiling price of tin in the

reporting year. First, the council decided to

raise the floor price by 11 % to M$ 1,500 per

picul and the ceiling price by 15% to M$ 1,950

per picul.29) The second increase, effective

March 13, 1980, was 10% for both the floor

price and the ceiling price, setting the new floor

and ceiling prices at M$ 1,650 and M$ 2,145,

respectively. Exports of tin in the past five

years are shown below.

Value Volume

( millions of $ ) (thousands of tons )

1975/76 158 21
1976/77 181 27
1977/78 253 25
1978/79 324 26
1979/80 388 27

Palm oil

Owing to a 9% increase in price and a 6%

increase in volume, the value of palm oil ex-

ports in 1979/80 increased by 16% to $ 257

million, higher than the rate of increase re-

corded in the previous years (9%) The in-

crease in the volume of exports was made

possible by an increase of 20% in palm oil

production.

The major countries of destination of

Indonesia’s palm oil exports were the Nether-

lands, the United Kingdom, and Iraq, account-

ing for 20%, 11% and 10%, respectively. The

following table shows palm oil exports in the

past five years.

Value Volume

( millions of $ ) ( thousands of tons )

1975/76 142 417
1976/77 147 415
1977/78 202 438
1978/79 221 413
1979/80 257 439

Shrimp

As in the past years, the value of shrimp

exports continued to increase. During the re-

porting year it rose by 14% to $ 213 million,

due to a 21% increase in the average unit price

of shrimp exports, while the volume declined

by 6%.

Japan was the main impor ter of

Indonesia’s shrimp, accounting for 90% of to-29) 1 picul = 60.5 kilograms
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tal exports. The volume and value of shrimp

exports in the past five years are presented

below.

Value Volume

( millions of $ ) ( thousands of tons )

1975/76 91 38
1976/77 132 42
1977/78 154 46
1978/79 187 52
1979/80 213 49

Tea

Export value of tea, as in last year, regis-

tered a decline. It went down by 7% to $ 91

million owing to an 11% decline in the unit

price, while the export volume rose by 4%.

The fall in the unit price of Indonesia’s tea

exports was attributable to 40 thousand tons

worldwide excess supply in 1979.

The major countries of destination for

Indonesia’s tea exports were the U.S.A., Pa-

kistan, Australia, and the Netherlands, ac-

counting for 19%, 15%, 14% and 8% of

Indonesia’s total tea exports in 1979/80, re-

spectively. The table below shows the export

value and volume of tea in the past five years.

Value Volume

( millions of $ ) ( thousands of tons )

1975/76 50 60
1976/77 64 64
1977/78 120 60
1978/79 98 67
1979/80 91 70

a.2. Imports

In 1979/80, total merchandise imports in-

creased by 18% from the previous year’s level

to $ 9,962 million. The increase was mainly

attributable to a 22% increase in non-oil/LNG

imports to $ 8,230 million in 1979/80, while

imports by oil and LNG companies increased

by only 1% to $ 1,732 million (see Table 35).

Imports financed by general foreign ex-

change, foreign borrowings, and direct invest-

ments and other capital inflows constituted

68%, 27%, and 5% of total non-oil/LNG im-

ports, or $ 5,574 million, $ 2,198 million, and

$ 458 million, respectively.

Imports financed by general foreign ex-

change increased by 26% as against 13% in

the previous year. The increase was primarily

attributable to an increase in rice imports. Im-

ports financed by project loans, went up by

15% to $ 1,959 million. Imports under direct

investments rose by 12%, while imports fi-

nanced by other capital inflows declined by

47% since imports for LNG projects were no

longer made.

Government program imports increased by

73% to $ 1,073 million in 1979/80. Of this

amount, 78% or $ 834 million was financed

by general foreign exchange and 22% or $

232 million by foreign loans. This increase was

mainly caused by the rise in both volume and

price of rice imports, by 111 % and 3%, re-

spectively, to 2.6 million tons at a value of $

744 million (on a c & f basis). In addition, the

import value of wheat rose by 42% to $ 276

million (c & f) owing to an increase in volume

of 9% and in price of 32%. The larger rice and

wheat imports were intended to assure an



78

adequate supply of these items for domestic

consumption. Imports of sugar, on the other

hand, fell by 22% in volume to $ 386 thou-

sand tons, valued at $ 118 million (c & f).

A breakdown of imports by economic cat-

egory indicates that capital goods took the first

place in the past five years except 1978/79. In

1979/80, capital goods accounted for 37% of

non-oil/ LNG imports compared with 36% in

the previous year, reflecting an increase in

business activities. Imports of raw materials

declined from 39% of non-oil/ LNG in 1978/

79, to 33% in 1979/80, owing to increased

domestic production. The share of consump-

tion goods went up from 25% in the previous

year to 30% in the reporting year due to the

increase in rice and wheat imports mentioned

earlier. The composition of imports by eco-

nomic category in the last five years can be

seen below (in percentage ).

Consumer Raw Capital

Goods Materials Goods

1975/76 17.1 25.8 57.1
1976/77 28.9 30.9 40.2
1977/78 32.1 31.7 36.2
1978/79 24.8 39.6 35.6

1979/80 29.7 33.3 37.0

In the reporting year, the value of imports

by oil and LNG companies was practically

unchanged from the previous year’s level

amounting to $ 1,732 million compared with $

1,711 million in 1978/79.

The pattern of imports by country of origin

was almost the same as in 1978/79. Asian

countries were still the major group of coun-

tries, providing 60% of Indonesia’s total im-

ports. The shares of imports from European

and American countries were 19% and 16%,

respectively. Japan, the U.S.A., and the Fed-

eral Republic of Germany ranked first, sec-

ond and third among the countries of origin of

Indonesia’s imports, accounting for 31 9/0

14%, and 7% of total imports, respectively. The

share of imports from ASEAN countries rose

from 10% in 1978/79 to 11% in 1979/80.

Among ASEAN countries, Singapore ranked

first followed by Thailand, the Philippines, and

Malaysia.

b. Services account

The services account showed a deficit of

$ 5,537 million in 1979/80, 36% larger than

the deficit in 1978/79. This increase was

mainly due to a rise in payments for profit re-

mittances from $ 1,925 million in 1978/79 to $

2,764 million in 1979/80, which was primarily

accounted for by the oil and LNG sector. Pay-

ments for services other than profit remit-

tances increased from $ 2,140 million in the

previous year to $ 2,773 million this year.

3. Capital movements and monetary gold

a. Capital movements

The capital movements in nonmonetary

sector showed a net surplus of $ 458 million

in 1979/80, which was smaller- than in 1978/

79 ($ 1,843 million). The decline was due to a

change in net private capital movements from

a surplus of $ 392 million in 1978/79 to a defi-

cit of $ 1,315 million in 1979/80. On the other

hand, the surplus in capital movements in the
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Government sector increased from $ 1 ,451

million last year to $ 1,773 million this year.

Total Government capital inflow (including

grants which amounted to $ 30 million) regis-

tered $ 2,495 million, an increase of 19% over

the previous year, due to a rise in both pro-

gram and project loans. Included in Govern-

ment capital inflows were the proceeds of two

Government bond issues abroad, $ 37 mil-

lion denominated in Netherlands guilder and

$ 25 million in Kuwaiti dinar. The $ 1,773 mil-

lion surplus under Government capital is net

of $ 692 million in Government debt repay-

ments.

As part of the second SDR allocation by

the IMF, Indonesia received an amount equiva-

lent to $ 65 million in the reporting year. This

was also a factor accounting for the larger

balance of payments surplus in 1979/80.

b. Foreign exchange reserves arid mon-

etary gold

The net official international reserves in-

creased by $1,690 “million from $ 2,916 million

mend of March 1979 to $ 4,606 million at the

end of the reporting year. The reserves at the

end of the reporting year were sufficient to fi-

nance approximately six months of imports.

It may be added that the amount of net

international reserves mentioned above ex-

cluded changes in net foreign assets of com-

mercial banks. At the end of 1979/80 the com-

mercial banks’ reserves amounted to $ 2,346

million, an increase of $ 1,803 million com-

pared with the position at the end of 1978/79

4. External debt

At the end of March 1980, the Outstanding

external debt amounted to $ 13,489 million, con-

sisting of Government debt ($ 11,754 million)

and debt of state enterprises ($ 1,735 million).

A breakdown of external debt outstanding at

the end of March 1980 is presented below.

(millions of $)
I. Government  debt 11,754

1. Old debt 30) 2,067
2. New.debt 30) 9,687

a. IGGI 7,141
- ODA 31) (5,350)
- Non-ODA (1,791)

b. Non-IGGI 2,546
- ODA 6110
- Non-ODA (1,936)

II. Debt of state enterprises 1 ,735

Total 1 3,489

A major part of the IGGI borrowings consti-

tuted soft-term borrowings (ODA), i.e. $ 5,350

million, of which $ 3,888 million consisted of

bilateral borrowings while the remaining $ 1,462

million was received as multilateral borrowings

from international and regional institutions, i.e.

IBRD, IDA, and ADB. The IGGI borrowings un-

der semi-concessional (non-ODA) mostly con-

sisted of export credits, while non-IGGI borrow-

ings were mostly syndicated loans and bonds.

30) Old debts are those obtained prior to July 1966, and
new debts are those obtained on July 1966 and af-
ter, both from IGGI and non-IGGI

31) Official Development Assistance, i.e. soft-term bor-
rowings
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5. Balance of payments prospect for 1980/81

The improvement in the balance of pay-

ments experienced in 1979/80 is expected to

continue through 1980/81 ; a conservative

estimate yields a surplus of around $ 3 billion

for that year.

Total value of exports and imports are ex-

pected to increase in value by 33% and 48%,

respectively. This high rate of increase in ex-

ports is based on an assumption that: the av-

erage price of petroleum would increase by

46% over the previous year, while its volume

is expected to remain unchanged. The export

value of LNG, moreover, is also expected to

grow markedly, due to increases in both price

and volume. The export value of merchan-

dise other than oil and LNG, on the other

hand, is expected to increase only slightly due

to the predicted recession in the world

economy. The sharp increase in-the value of

imports is attributable to the expected signifi-

cant increases in Government program im-

ports, non-program imports (financed by gen-

eral foreign exchange), and imports by oil

companies. Payments for services are ex-

pected to increase by 32%.

The above estimates on exports, imports

and services result in a surplus of around $ 1

billion in the goods and services account. The

capital account is expected to show a surplus

of about $ 2 billion.
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TABLE 32 - INDONESIA’S BALANCE OF PAYMENTS
(Millions of $)
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TABLE 33 - VALUE OF EXPORTS (F.o.b.)
(Millions of $)
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TABLE 34 - VOLUME OF EXPORTS
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TABLE 35 - VOLUME OF IMPORTS (f.o.b.)
(Millions of $)
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TABLE 36 - OIL EXPORTS BY COUNTRY OF DESTINATION
(Millions of Barrels and $)
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TABLE 37 - EXPORT PRICES OF SELECTED INDONESIAN CRUDE OIL
($ per Barrel

(continued on page 76)
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(continuation

TABLE 37 - EXPORT PRICES OF SELECTED INDONESIAN CRUDE OIL
($ per Barrel
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VIII. PRODUCTION, INFRASTRUC-
TURE AND PRICES

A. National product

The Government’s development policy, as

stipulated in the Third Five Year Development

Plan), emphasizes the achievement of a more

equitable distribution of development and its

gains, economic growth and national stability.

Accordingly, the target for economic growth

during the Third Plan period was set at a lower

rate, namely 6.5%, compared with an aver-

age of 7.0% achieved during the Second Plan

period and 8.4% during the First Plan period.

The rate of economic growth, as measured

by Gross Domestic Product (GDP), was 4.9%

in 1979, compared with 6.8% in the preced-

ing year (Table 38). Since the rate of popula-

tion growth in 1979 was only 2.0%, real per

capita GDP increased around 2.9%.

The lower rate of economic growth in 1979

was mainly attributable to less encouraging

development in production of the agricultural

and mining sectors. Value added in the agri-

cultural sector increased by only 2.2% in 1979,

compared with 5.2% in 1978. This was mainly

due to a lower rate of increase in the produc-

tion of rice, which was only 2.2% in 1979, com-

pared with 10.4% in the preceding year. In the

mining sector, oil production decreased by

2.0%, but output of other mining products in-

creased, resulting in a slight increase of 0.3%

in the total value added of the mining sector

in 1979. Meanwhile, the increase of value

added in the manufacturing sector in 1979 was

slightly lower than that in the preceding year,

that is, 9.2% compared with 11.2%, attribut-

able to the production decrease experienced

by certain industries, although some other in-

dustries, such as textiles, cement and fertil-

izer, increased significantly. Value added in the

other sectors also declined, from 9.5% in 1978

to 6.9% in 1979.

In 1979, GDP at current market prices

amounted to Rp 30,661 billion. With mid-year

population estimates of 138.1 million, per

capita GDP in 1979 amounted to

Rp222,018.00 which was 36.8% higher than

that in 1978. At the average exchange rate of

Rp 625.00 per $ 1.00, per capita GDP in 1979

amounted to $ 355.00.1)

With regard to the contribution of each eco-

nomic sector to real GDP, the agricultural sec-

tor continued to be the most significant con-

tributor, however its importance has been

gradually declining (Table 39). The contribu-

tion of the agricultural sector, which was 46.8%

of real GDP at the beginning of the First Plan

period (1969), had declined to 32.2% by 1979.

On the other hand, the contribution of the min-

ing sector during the same period increased

from 9.3% to 10.5%, the manufacturing sec-

tor from 8.4% to 12.9%, whereas the other

economic sectors rose from 35.5% to 44.4%.

The above developments were in line with the

1) Due to the rupiah devaluation in November 1978,
this amount is not comparable with per capita GDP
in terms of U.S. dollar in the preceding years. Per
capita GDP in 1978 amounted to $ 375.00 based on
a conversion rate of exchange of Rp 415.00 per $
1.00 for the period through November 15, 1978, and
Rp 625.00 for the period thereafter.
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TABLE 38 - GROSS DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN
(Billions of Rupiah)
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TABLE 39 - PERCENTAGE DISTRIBUTION OF
GROSS DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN
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TABLE 40 - EXPENDITURES ON GROSS DOMESTIC PRODUCT
(Billions of Rupiah)
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TABLE 41 - PERSENTAGE DISTRIBUTION OF
EXPENDITURE ON GROSS DOMESTIC PRODUCT
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Government’s efforts to gradually enhance the

role of non-agricultural sectors.

The composition of GDP by type of expen-

ditures was also encouraging. Gross domes-

tic capital formation amounted to 24.8% of real

GDP in 1979, compared with 19.8% at the

beginning of the Second Plan period and

11.3% at the beginning of the First Plan pe-

riod (Table 41). As mentioned in previous an-

nual reports, the amount of foreign investment

in Indonesia exceeded Indonesia’s invest-

ments abroad, resulting in a smaller Gross

National Product (GNP) than GDP. GNP at

current market prices in 1979 amounted to

Rp 29,337 billion or $ 46.9 billion.

B. Capital investment

In an effort to enhance domestic produc-

tion and to expand employment opportunities,

the Government continuously encourages the

growth of capital investment under the Domes-

tic Capital Investment (PMDN) as well as For-

eign Investment (PMA) scheme. As guidelines

for investors, the Government adjusted the

DSP (investment priority list) in 1978, which

has been in effect since 1977. Further, a new

DSP was issued in the reporting year, effec-

tive from February 15, 1980. The 1978 DSP

did not provide privileges to all activities open

to investments, while in the 1980 DSP privi-

leges of tax holiday or investment allowance

are available to all activities open for invest-

ments.

Tax holiday is granted for a period of 2

years with respect to new investments. More-

over, an extension of the tax holiday of not

more than 4 years will be provided if the capi-

tal investment project (1) earns or saves for-

eign exchange; (2) includes a large amount

of capital investment; (3) is located outside

Java; (4) is classified as a special priority

project by the Government. A one year exten-

sion of the tax holiday is provided for meeting

any of the conditions mentioned above. Thus,

in the 1980 DSP, tax holiday can be provided

for a period of 2 to 6 years from the start of

production of the respective enterprises.

The investment allowance which is granted

to new projects as well as project expansion,

is a deduction item in calculating company

profit for the assessment of corporation tax.

The deduction is 20% of the amount of fixed

capital invested which can be spread over 4

years at 5% a year. If this deduction results in

a loss, such loss may be compensated for by

profits in the succeeding years.

In the 1980 DSP, a total of 526 fields of

economic activities are open for domestic

capital investment and 340 fields for foreign

capital investment. Out of those for domestic

capital investment, 379 fields are granted a

tax holiday, while the other 147 an investment

allowance. With regard to foreign investment,

263 fields are granted a tax holiday and the

remaining 77 obtain investment allowance.

1. Domestic capital investment

The number of domestic investment ap-

proved by the Government declined from 299

projects with an intended capital of Rp 762
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TABLE 42 - APPROVED DOMESTIC INVESTMENT PROJECTS BY SECTOR, 1968-19791)

(Billions of Rupiah)
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billion in 1978 to 247 projects with an intended

capital of Rp 689 billion in 1979.

The decrease took place mainly in textile

manufacturing and in agriculture, fishery and

cattle breeding. In aggregate, the number of

domestic capital investment approved through

the end of 1979 totalled 3,327 projects with

an intended investment of Rp 4,043 billion

(Table 42).

Most of the capital investments under the

domestic capital investment scheme were in

the manufacturing sector, amounting to Rp

2,735 billion (68%) for 2,425 projects. Out of

this total, Rp 732 billion (551 projects) were in

textile manufacturing and Rp 520 billion (453

projects) in the chemical industry. Other sec-

tors with large amount of investments were

forestry, amounting to Rp 388 billion (400

projects) and agriculture, fishery and cattle

breeding, totalling Rp 317 billion(159 projects).

In terms of geographical distribution of the

investment projects, Jakarta was the area

where most were located, namely 778

projects. Other regions with a fairly large

amount of projects were successively West

Java, with 738 projects, East Java 349

projects, Central Java 285 projects, North

Sumatera 196 projects and East Kalimantan

163 projects.

In terms of the value of intended capital

investment, West Java ranked first, i.e. Rp

1,142 billion. Other regions with a large

amount of intended capital investment were

successively Jakarta, with Rp 718 billion, East

Java Rp 508 billion, South Sumatera Rp 254

billion, North Sumatera Rp 242 billion and

Central Java Rp 237 billion.

2. Foreign capital investment

Foreign capital investment approved by the

Government in 1979 amounted to $ 1,714.0

million or 264% higher than those approved

in the preceding year, thus bringing the ag-

gregate amount of foreign capital investment

approved through the end of 1979 to $ 8,578.0

million for 782 projects (Table 43). The large

increase in the amount of foreign capital in-

vestment approved in 1979 was mainly attrib-

utable to the increased capital investment of

the Asahan Aluminium project ($ 842.5 mil-

lion), the expansion of the Soroako nickel

project ($ 150 million) and anew capital in-

vestment in the ASEAN fertilizer project in

Aceh ($ 313 million).

By country of origin, Japan ranked first in

the order of the countries with large capital

investment since 1967 through 1979, amount-

ing to $ 3,387.2 million (39%) for a total of

200 projects (Table 44). Other countries in-

vesting large amounts of capital were con-

secutively Hongkong, with $ 913.2 million

(11%) in 119 projects, United States of

America, $ 370.2 million (4%) in 74 projects

and the Philippines $ 278.3 million (3%) in 12

projects.

In terms of geographical distribution of the

projects, Jakarta ranked first (38%), followed

by West Java (20%), East Java (10%) and

North Sumatera (5%). In terms of the amount
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TABLE 43 - APPROVED FOREIGN INVESTMENT PROJECTS BY SECTOR, 1967-19791)

(Millions of $)
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TABLE 44 - APPROVED FOREIGN INVESTMENT PROJECTS BY COUNTRY OF ORIGIN, 1967-19791)

(Millions of $)
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TABLE 45 - IMPLEMENTATION OF FOREIGN INVESTMENT PROJECTS BY SECTOR, 1967-19791)

(Millions of $)
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of capital invested, North Sumatera ranked

first (21 %), followed by West Java (20%),

Jakarta (18%), East Java (5%) and East

Kalimantan (4%).

By industrial sector, manufacturing absorbed

the largest amount of intended capital invest-

ment, i.e. $ 5,567.2 million (65%), covering 466

projects. Out of this amount $ 1,992.6 million

(23 projects) was in the basic metal industry, $

1,198.7 million (70 projects) in textiles and

leather industry and $ 826.0 million (130

projects) in chemical and rubber industry. Other

sectors which absorbed a fairly large amount

of foreign capital investment were mining, i.e. $

1,452.2 million (17%) in 11 projects, and agri-

culture, .forestry and fishery, totalling $ 892.4

million (10%) in 157 projects.

The implementation of foreign capital in-

vestment in 1979 amounted to $ 318.6 mil-

lion, compared with $ 405.2 million in the pre-

ceding year, making the amount of foreign

capital investment implemented through 1979

a total of $ 3,693.3 million (639 projects), as

shown in Table 45. Out of this total, $ 2,371.8

million was in the manufacturing and $ 424.1

million in the mining sector.

C. Agriculture

Agricultural production, comprising

foodcrops, plantation crops, forestry, fishery

and livestock, plays an important role for eco-

nomic growth as well as for creating employ-

ment opportunities. This is reflected in the

contribution of the agricultural sector to GDP,

accounting for 32.2% in real terms in 1979.

To improve agricultural production as well

as farmers’ incomes, the implementation of ear-

lier measures was intensified through programs

such as intensification, extensification and di-

versification of agricultural activities as well as

the fixation of the floor purchase prices of se-

lected foodcrops. In addition, the measures were

also aimed at expanding employment opportu-

nities and encouraging exports of agricultural

products to increase foreign exchange earnings.

As a result of the aforementioned efforts,

the production of nearly all agricultural com-

modities increased in general in 1979, as shown

in Table 46.

1. Production of foodcrops

In order to increase foodcrop production with

an aim at achieving self-sufficiency in food, the

Government has been making efforts to raise

productivity of the cultivated area (intensifica-

tion), to expand the area for potential cultiva-

tion (extensification) and to diversify the variet-

ies of foodcrops (diversification).

Beginning Repelita III, the intensification ef-

forts of the BIMAS and INMAS programs have

placed more emphasis on the “Special Intensi-

fication” (INSUS) program. This program is car-

ried out by group of farmers whose lands are

close to each other so that they can implement

the “Panca Usaha Tani” collectively.2)

2) Efforts to increase food production by the use of high
yielding seeds, irradication of pests and diseases,
increased and appropriate use of fertilizers, and
improvement of irrigation and cultivation techniques
is called Panca Usaha Tani.
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TABLE - 46 AGRICULTURAL PRODUCTION
(thousand tons)
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At the same time, the activities of the insti-

tutions supporting the BIMAS and INMAS pro-

grams, i.e. Field Agricultural Advisers (PPL),

Bank Rakyat Indonesia Village Units, Village

Unit Cooperatives (KUD) and Farm Input

Stalls, were intensified and better coordinated.

In the reporting year, the number of BRI Vil-

lage Units increased from 3,310 units to 3,341

units. The number of KUDs expanded from

4,427 units to 4,532 units, of which 900 KUDs

improved their management and were classi-

fied as “Model KUD”.3) The total number of

Farm Input Stalls as distributors of seeds, fer-

tilizers, pesticides and insecticides increased

to 19,489 units in the reporting year.

In the context of extensification, 47 thou-

sand ha of new tidal irrigated land were

opened during the reporting year, bringing the

total area to 329 thousand ha located in Riau,

Jambi, South Sumatera, West Kalimantan,

Central Kalimantan and South Kalimantan.

The extensification was also supported by

programs for transmigration, resettlement and

the opening up of new rice fields. In order to

increase farmers’ incomes and stimulate pro-

duction activities, the Government has con-

tinually adjusted the floor purchase prices of

unhusked rice and milled rice. Moreover, the

floor purchase price of secondary crops, ini-

tially set for corn only, were extended to pea-

nuts, small green peas and soybeans in the

reporting year.

The harvested area of foodcrops in 1979

reached 14.6 million ha comprising 8.9 mil-

lion ha for rice and the remainder for second-

ary crops. Of the rice area, 5 million ha were

under the BIMAS and INMAS programs.

a. Rice

Rice production in 1979 rose by 2.2% to

17,918 thousand tons, following a remarkable

increase in production of 10.4% in the pre-

ceding year. The low rate of increase in 1979

was attributable to pest attack and plant dis-

ease, resulting in a decrease of harvested

area from 8,929 thousand ha to 8,850 thou-

sand ha. Nevertheless, due to the intensifica-

tion efforts, the average production yield rose

from 1.96 tons to 2.02 tons per ha. The out-

put, harvested area and average yield per ha

during the past five years are as follows.

Harvested Average
Year Output area yield

(thousand tons) (thousand ha) (tons/ha)

1975 15,185 8,495 1.79
1976 15,845 8,369r 1.89
1977 15,876 8,360r 1.90
1978 17,525 8,929 1.96
1979* 17,918 8,850 2.02

Source : Supplement to the President’s Report to

Parliament, August 16, 1980

In line with the efforts to increase rice pro-

duction, the Government continued to reno-

vate the existing rice mills and establish new

ones. At the end of 1979 there were 51,400

units of rice mills with a total production ca-

pacity of 19.4 million tons. The number and

production capacity of rice mills during the

past five years are as follows.

3) KUDs meeting certain requirements, namely:
qualfied managers, quality of organization and ad-
ministration, its social and economic role in the so-
ciety, and completeness of facilities are classified
as “Model KUDs”.
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Number of rice mills Capacity of
Year and hullers production

(thousand units) (million tons)1)

1975 29.2 13.6
1976 31.7 14.2
1977 36.5 15.9
1978 38.4 16.1
1979* 51.4 19.4

1) in terms of rice

Source : Department of Agriculture

During the reporting year, Bulog purchased

331 thousand tons of rice in the domestic

market compared with 882 thousand tons in

the preceding year. This decline was caused

primarily by the increase in rice prices in the

free market, which induced farmers to sell their

rice in the market.

In order to meet the increasing domestic

consumption as well as to maintain a larger

national stock of rice, the Government im-

ported 2.6 million tons of rice during the re-

porting year, compared with only 1.2 million

tons in the previous year. In line with this trend,

335 rice storage units with a total capacity of

1.2 million tons had been built by the Govern-

ment up to the end of 1979.

Furthermore, the Government has in-

creased twice the floor purchase price of do-

mestic unhusked rice and milled rice during

the reporting year. The floor purchase prices

of dried unhusked rice at the farm and milled

rice at KUD were raised in May 1979 from Rp

85.00 to Rp 95.00 per kg and from Rp 140.00

to Rp 158.00 per kg, respectively. 4) The sec-

ond price changes, effective in February 1980,

were announced in October 1979 when the

floor purchase prices of unhusked rice and

rice were fixed at Rp 105.00 and Rp 175.00

per kg, respectively. 5)

Average prices of medium quality milled

rice in selected cities during the past few years

are shown in Table 47. The prices of milled

rice in Jakarta rose from Rp 152.10 per kg in

March 1979 to Rp 184.02 per kg in March

1980. This was closely related to the quantity

of rice produced in 1979 as well as to the ad-

justment of the floor purchase prices of

unhusked and milled rice.

b. Secondary crops

In 1979, output of some secondary crops,

i.e. corn, sweet potatoes and peanuts de-

clined, while that of cassava, soybeans and

small green peas rose considerably.

In 1979, corn production dropped by 18%

to 3,305 thousand tons. This was attributable

to the reduction of the harvested area by 15%

to 2,572 thousand ha as well as to the declin-

ing average yield per ha from 13.3 quintals to

12.8 quintals. In order to improve farmers’ in-

come and stimulate corn production, the Gov-

ernment increased its floor purchase price

from Rp 40.50 per kg to Rp 67.00 per kg ef-

fective August 15, 1979.6)

4) Presidential Instruction No. 7/1979 dated May 2,
1979.

5) Presidential Instruction No. 22/1979 dated October
20, 1979.

6) Presidential Instruction No. 17/1979 dated August
6, 1979
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TABLE 47 - PRICES OF MEDIUM QUALITY RICE IN SELECTED CITIES
(Average price in Rp/kg)
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TABLE 48 - OUTPUT, HARVESTED AREA AND AVERAGE YIELD
OF SECONDARY CROPS
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Meanwhile, the output of cassava rose by

3% to 13,330 thousand tons on account of

increased harvested area as well as of higher

average yield per ha in 1979. The harvested

area rose from 1,383 thousand ha to 1,418

thousand ha while the average yield rose from

93.0 quintals to 94.0 quintals per ha. In con-

trast, the output of sweet potatoes declined

by 2% to 2,043 thousand tons. This was

caused by the reduction of harvested area

from 301 thousand ha to 273 thousand ha in

1979 although the yield rose from 69.0 quin-

tals to 73.0 quintals per ha.

The output of peanuts decreased by 6%

to 418 thousand tons in 1979 due to the re-

duced harvested area and the decline in av-

erage yield per ha from 506 thousand ha to

490 thousand ha and from 8.8 quintals to 8.5

quintals per ha, respectively.

The output of soybeans and small green peas

in 1979 increased by 9% to 674 thousand tons

and by 2% to 102 thousand tons, respectively. The

harvested area of soybeans rose from 733 thou-

sand ha to 764 thousand ha, while the average

yield increased from 8.4 quintals to 8.8 quintals

per ha.

Despite the decline in the harvested area

of small green peas from 193 thousand ha to

187 thousand ha, the average yield rose from

5.2 quintals to 5.5 quintals per ha. Effective

November 1, 1979, for the first time the Gov-

ernment fixed the floor purchase price for pea-

nuts at Rp 300.00 per kg, for soybeans Rp

210.00 per kg and for small green peas Rp

260.00 per kg. 7)

The trend in output, harvested area and

average yield per ha of secondary crops dur-

ing the past five years are shown in Table 48.

2. Plantation crops

Plantation play an important role in the ag-

ricultural sector as producers of raw commodi-

ties for domestic industries and consumption,

and also as sources of foreign exchange earn-

ings. In the reporting year, the export of plan-

tation crops reached $ 2,244 million, or 36%

of total non-oil/LNG exports.

To date, the plantation crops have been

cultivated by smallholders and estates. Up to

the end of 1979 the total area of plantation

crops was 6.7 million ha, of which 85% con-

stituted smallholdings. To increase plantation

crops production, the Government continued

to improve the program of intensification, re-

habilitation, rejuvenation and expansion of the

cultivated area.

Except cloves and tobacco, the production

of which declined during 1979, all other plan-

tation crops registered a significant increase

in output.

a. Rubber

To date, rubber has been mainly produced

by smallholders (69%). Rubber planted area

covered 2,307 thousand ha, of which 1,862

thousand ha constituted smallholders.

7) Presidential Instruction No. 21/1979 dated October
20, 1979
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In order to increase production, particu-

larly that of smallholders, the Government has

been making various efforts to rejuvenate rub-

ber plantation by planting high yielding seeds

as well as improving cultivating techniques.

The existing rubber trees of smallholders are

generally old, so that production cannot be

increased significantly. The trend of rubber

production during the past five years is as fol-

lows (in thousand tons).

Year Smallholder’s Estate rubber Total
rubber

1975 536 246 782
1976 610 246 856
1977 584 2S4 838
1978 612 272 884
1979* 613 280 893

Source : Supplement to the President’s Report to

Parliament, August 16, 1980

Since the beginning of Pelita I (1969),

the Government has been promoting the

production of crumb rubber so as to make

Indonesia’s rubber more competitive in the

world market. In 1979, the output of crumb

rubber was 405 thousand tons or 10% lower

than a year earlier. This decline was due to

the difficulties encountered by crumb rub-

ber factories in obtaining raw materials from

smallholders. The average production of

crumb rubber during the past five years was

51% of the total rubber production, as

shown in the following table (in thousand

tons).

The major part of rubber production was

exported. In 1979/80, the value of rubber ex-

ports, which ranked second in total earnings

of non-oil/LNG exports rose by 32% to $ 1,025

million. This increase was mainly attributable

to higher prices for natural rubber in the world

market as a consequence of the rise in oil price

which is the main raw material in producing

synthetic rubber.

Year Crumb rubber Share of crumb rubber
in total output

1975 397 50.8
1976 423 49.4
1977 485 57.9
1978 445 50.3r
1979* 405 45.4

Source : Department of Trade and Cooperatives

TABLE 49 - WORLD PRODUCTION AND CONSUMPTION OF RUBBER
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In 1979, world rubber production, consist-

ing of natural and synthetic rubber, rose by

4% to 13,070 thousand tons, whereas the

world consumption increased by 3% to 12,845

thousand tons. It should be noted that in 1979,

the natural rubber production accounted for

29% of the world rubber output compared with

30% in the previous year. The world produc-

tion and consumption of rubber during the past

five years is shown in Table 49.

b. Copra

Export of copra, formerly representing one

of the important export commodities, have

been decreasing during the past few years.

Since 1977, copra has even been imported,

reflecting the increased demand for domestic

consumption which cannot be met by domes-

tic production.8)

To increase copra production, the Govern-

ment has been carrying out programs such

as intensification, expansion of planted area

as well as rejuvenation of all coconut trees.

Since the past few years, the rejuvenation has

been carried out by planting high yielding seed

of hybride species, which can produce within

a shorter period.

The output of copra rose by 6% to 1,559

thousand tons in 1979 after recording succes-

sive declines in production during the preced-

ing two years. The output of copra during the

past five years is as follows (in thousand tons).
Year Output

1975 1,375
1976 1,532
1977 1,518
1978 1,467
1979* 1,559

Source : Supplement to the President’s Report

to Parliament, August 16, 1980.

c. Palm oil

Palm oil, which has been produced by es-

tates, continued to show a significant produc-

tion increase. In 1979, the output of palm oil

rose by 20% to reach 623 thousand tons, the

highest rate of production increase during the

past five years. This was attributable to the

program of intensification, rejuvenation and

expansion of cultivated area and renovation

of existing factories. The production of palm

oil during the past five years is as follows (in

thousand tons).

Year Output

1975 397
1976 431
1977 483
1978 519
1979* 623
Source : Supplement to the President’s Report

to Parliament, August 16, 1980.

As a result of production increase as well

as the improvement of prices abroad, exports

of palm oil rose by 6% to 439 thousand tons

in volume and by 16% to $ 257 million in value.

Due to the shortage of copra, the main raw

material for cooking oil, since the end of 1978
8) From October, 1979 to March, 1980 copra was ex-

ported but in a small quantity
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the Government has taken steps designed to

encourage the use of palm oil by cooking oil

factories.

d. Granulated sugar

To increase the production of granulated

sugar,9) the Government introduced various

measures such as the programs of intensifi-

cation of smallholders’ sugar cane (TRI) in

Java, expansion of the cultivated area and

construction of new sugar mills outside Java.

With respect to TRI, during 1979 the culti-

vated area expanded by 20 thousand ha to

99 thousand ha, representing 39% of the to-

tal sugar cane area. Besides, four new mills

were constructed outside Java, three of which

were of mini mills. In 1979 the output of granu-

lated sugar increased by 6% to 1,201 thou-

sand tons. The production during the past few

years is as follows (in thousand tons) .

Year Output
1975 1 ,004
1976 1,054
1977 1,086
1978* 1,131
1979* 1,201
Source : Supplement to the President’s Report to Par-

liament, August 16, 1980

Despite the increase in sugar production,

supply was still inadequate to meet the rising

domestic demand, so that imports were still

needed, amounting to 386 thousand tons dur-

ing the reporting year.

e. Tea

Tea output of estate and smallholders was

91 thousand tons in 1979, representing a 3%

increase above the previous year. Estates pro-

duce black tea mainly for exports, while

smallholders produced green tea for domes-

tic consumption. The production of tea during

the past five years is as follows (in thousand

tons).

Year Smallholder’s tea Estate tea Total
1975 14 56 70
1976 13 60 73
1977 14 62 76
1978 17 71 88

1979* 18 73 91

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

In line with the production increase, as

mentioned above, the volume of tea exports

rose by 4% to 70 thousand tons. However, due

to unfavorable price movements in the world

market, the value of exports declined by 7%

to $ 91 million in 1979.

f. Coffee

Following a significant increase in 1978,

coffee production in 1979 was practically con-

stant at 223 thousand tons. Most of this out-

put (92%) originated from smallholders. Cof-

fee output during the past five years is as fol-

lows (in thousand tons).

9) Centrifugal Sugar (excludes brown sugar).
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Year Smallholder’s coffee Estate coffee Total

1975 144 16 160
1976 178 16 194
1977 181 16 197
1978 206 16 222
1979* 206 17 223

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Most of the coffee was exported. As a

source of foreign exchange, in the reporting

year coffee still ranked third in total non-oil/

LNG export earnings. The volume and value

of exports increased in 1979/80 by 3% to 237

thousand tons and by 40% to $ 713 million,

respectively. The average coffee price in

Singapore increased by 41 % or Sin. $ 285.40

per picul 10) in 1978/79, to Sin. $ 402.08 in the

reporting year.

g. Tobacco

As in the case of coffee, tobacco produc-

tion originated mostly from smallholders

(84%), with the remainder from estates. In

1979, tobacco production amounted to 82

thousand tons, an insignificant increase over

the previous year. Tobacco production during

the past five years is as follows (in thousand

tons).

Year Smallholder’s tobacco Estate tobacco Total

1975 74 8 82
1976 78 11 89
1977 72 12 84
1978 68 13 81
1979* 68 14 82

Source : Supplement to the President’s Report to

Parliament, August 16, 1980

Tobacco was domestically consumed and

also destined for export. The export volume

decreased by 7% to 25 thousand tons in the

reporting year, while export value rose by 3%

to $ 60 million.

h. Spices

Spices, such as pepper, nutmeg and

cloves, are almost exclusively produced by

smallholders. The production of these spices

did not change in 1979. The following table

shows the production of spices during the past

five years (in thousand tons).

Year Pepper Nutmeg Cloves

1975 23 15 15
1976 37 ‘14 20
1977 43 15 39
1978 46 17 22
1979* 46 17 22

Source : - Supplement to the President’s Report to

Parliament, August 16, 1980

- Department of Agriculture

In 1979, pepper production consisting of

black and white pepper remained unchanged

at 46 thousand tons. Most of the output was

exported, and in the reporting year the vol-

ume and value declined by 37% to 24 thou-

sand tons and by 30% to $ 46 million, respec-

tively. This unfavorable development in exports

resulted from the emergence of new pepper

producing and exporting countries like Brazil,

Ethiopia, Guatemala, Mexico, Dahomey and

Nigeria. Furthermore, the average pepper

price in the New York market declined from $

1.00 per lb to $ 0.95 for black pepper and from

$ 1.41 per lb to $ 1.33 for white pepper in 1979/

80.10)  1 picul = 60.5 kg
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In 1979, nutmeg production remained at

17 thousand tons as that in the preceding year.

The export volume increased by 8% to 8 thou-

sand tons while its value rose by 3% to $ 11.4

million in 1979. The average nutmeg price in

Singapore declined from Sin. $ 291.3 per picul

in 1978/79 to Sin. $ 289.6 in the reporting year.

Production of cloves remained unchanged

in 1979 at 22 thousand tons. To meet domes-

tic consumtpion, 11 thousand tons of cloves

of $ 68 million in value were imported in 1979.

3. Forestry

For several years timber is the most im-

portant product in forestry. In 1979, the out-

put of timber declined by 15% to 26 million

cubic meters. Timber production during the

past five years is as follows (in thousand m3).

Year Output

1975 16,296
1976 21,427
1977 22,939
1978 31,094
1979* 26,427

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

As a foreign exchange earner, timber still

ranked first in total non-oil/LNG exports. The

export volume decreased by 9%, while its

value increased by 74% to $ 1,969 million.

Timber was primarily exported to Japan, South

Korea, Taiwan and Singapore, mainly consist-

ing of meranti keruing, ramin and agathis Due

to the importance of forestry as a foreign ex-

change earner as well as for environmental

reason, the Government’s policy on forestry

has been directed toward the preservation of

environments. Accordingly, the Government

has regulated the issuance of the Forest Ex-

ploitation Rights (HPHs) and implemented the

program of reafforestation and greening. Un-

til the end of the reporting year the number of

HPHs issued to companies operating under

the Domestic and Foreign Capital Investment

Laws was 482 covering 47 million ha. The fig-

ures on the reafforestation and greening dur-

ing the past five years are as follows (in thou-

sand ha).

Year Reafforestation Greening
1975 89.7 70.6
1976 179.5 302.7
1977 204.1 632.7
1978 265.1 689.3
1979* 301.3 680.1

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Besides timber, other forestry products

such as rattan, resin and copal are also ex-

ported. I n 1979, exports of these commodi-

ties increased considerably, both in volume

and value. The volume and value of exports

are as follows.

Volume Value

Commodity (thousand tons) (million $)

1977 1978 1979 1977 1978 1979

Rattan 79.9 72.8 111.7 18.2 28.6  82.6

Resin 4.7 4.8 7.2 0.6 0.4 1.4

Copal 5.2 1.8 2.2 0.8 0.3 0.8
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4. Fishery

Fishery, sea and inland, is carried out by

small fishermen and by large companies us-

ing modern fishing methods and equipments

operating under the Domestic and Foreign

Capital Investment Laws. To increase produc-

tion and incomes of small fishermen, the Gov-

ernment has implemented a motorization boat

program and provided other facilities. Further-

more, certain regulations were issued restrict-

ing the area of operations of large fishing ves-

sels as well as determining the size of the

vessels used. In the case of developing in-

land fishery, the Government has constructed

a number of hatcheries, extension of the ser-

vices on fishery and induced the expansion

of fishing areas. As a result of the

abovementioned efforts, fish production in-

creased significantly during the past several

years. I n 1979, the output of fish rose by 6%

to 1,737 thousand tons. Fish output during the

past five years is as follows (in thousand tons).

Year Sea fishery Inland fishery Total

1975 997 393 1,390
1976 1,082 401 1,483
1977 1,158 414 1,572
1978 1,227 420 1,647
1979* 1,305 432 1,737

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Besides for domestic consumption, fish

was also exported especially those produced

by large companies. Exports mostly consist

of shrimps, which amounted to 49 thousand

tons or $ 213 million in 1979/80.

5. Livestock

To increase livestock production and en-

courage livestock breedings as well as mar-

keting, the Government has provided various

facilities such as cattle breeds, feed-stuffs,

veterinary drugs and also bank credit facili-

ties. The credit facilities were provided prima-

rily for traditional breeders under the schemes

of poultry BIMAS, and cattle breeding intended

for meat production (Panca Usaha Ternak

Potong) and for producing quality breeds

(Panca Usaha Ternak Bibit).

Livestock production rose significantly in

1979. Production of meat increased by 4% to

494.5 thousand tons, while these of eggs and

milk rose by 9% to 164.1 thousand tons and

by 8% to 67.2 million liters, respectively. Dur-

ing the past five years the trend of output for

these livestock products is as follows (in thou-

sand tons). The livestock population during the

same period is reflected in Table 50.

Product 1975 1976 1977 1978 1979*

Meat 435.0 448.7 467.7 474.6 494.5

Eggs 112.2 115.6 131.4 151.0 164.1

Milk l) 51.0 58.0 60.7 62.3 67.2

1) million liters

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980
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D. Mining

The mining sector maintains its important

role in Indonesia’s economy as a source of

energy, foreign exchange, and government

revenues. In 1979/80, 70% of export revenues

and 63% of government domestic receipts

were provided by this sector. The contribution

of mining to real GDP was 11% in 1979.

Exploitation in the mining sector, especially

that of strategic minerals, such as oil, coal and

tin, is undertaken by state corporations or pri-

vate corporations on government conces-

sions. As mining requires considerable capi-

tal and special expertise, exploitation of min-

erals is open to foreign private corporations.

In the reporting year, production of natural gas,

tin, nickel ore, bauxite, coal and copper con-

centrate increased significantly, whereas oil,

iron sand concentrate, gold and silver de-

clined.

1. Crude oil

The exploration and production of crude

oil in Indonesia has been carried out mainly

by foreign companies under contracts of work

or production sharing contracts. At the end of

the reporting year, foreign contractors en-

gaged in the extraction of crude oil and natu-

ral gas totalled 42 compared with 38 at the

end of 1978/79.

Oil production has declined slightly in the past

two years and in the reporting year it amounted to

577 million barrels or 1.58 million barrels per day

on average. This was closely related to the declin-

ing exploration activities between 1975 and 1977.

Following new incentives, such as tax reduction,

exploration activities began to increase since 1978.

The number of exploration wells drilled in 1979

reached 167, compared with 154 in 1978. Crude

oil production in the past five years is shown be-

low (in million barrels).

TABLE 50 - LIVESTOCK

Breed 1975 1976 1977 1978 1979

Cows 6,242 6,237 6,217 6,212 6,178

Buffaloes 2,432 2,284 2,292 2,275 2,269

Goats 6,315 6,904 7,232 7,419 7,402

Sheep 3,374 3,604 3,804 4,101 4,361

Horses 627 631 659 689 719

Pigs 2,707 2,947 2,979 2,890 2,855

Ducks 14,182 15,182 16,032 17,541 18,689

Cultivated Chickens 3,903 4,878 5,807 6,071 7,007

Non-cultivated Chickens 94,572 97,504 101,686 108,916 114,350

Source :  Supplement to the President’s Report to Parliament, August 16, 1980
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Average
Year Production Production

per day

1975/76 497.9 1.36
1976/77 568.3 1.56
1977/78 616.0 1.69
1978/79 589.2 1.61
1979/80* 577.2 1.58

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

In the reporting year, the amount of crude

oil exported reached 391 million barrels11) or

68% of total production, while the rest was

refined to meet domestic demand for petro-

leum products, as well as for exports. Domes-

tic consumption increased by 9% to 130 mil-

lion barrels in 1979/80. As domestic refinery

capacity is not sufficient to meet the demand

for certain petroleum products, imports were

still needed and amounted to 16 million bar-

rels in 1979/80.

Due to the increasing production cost in

1979/80, the Government raised domestic fuel

prices, i.e. to reach Rp 140.00 per liter for high

octane gasoline, Rp 100.00 for aviation fuel

and low octane gasoline, Rp 35.00 for auto-

motive diesel oil and Rp 25.00 for kerosene.

Although the prices of petroleum products

were raised, the Government still granted a

subsidy amounting to Rp 535 billion for the

reporting year. This was due to the higher pro-

duction cost than the sales revenue of those

petroleum products.

2. Natural gas

Production and utilization of natural gas 12)

in the past three years have progressed sig-

nificantly. This has been made possible by the

completion of the Badak (E. Kalimantan) and

Arun (Aceh) liquefied natural gas (LNG)

projects which commenced production since

1977 and 1978, respectively. Both plants are

able to process 1,130 thousand MSCF13) of

natural gas per day resulting to the produc-

tion of 8.1 million tons of LNG per year. In

addition, there is natural gas production origi-

nating from oil fields. In order to utilize natural

gas as fuel and raw material for domestic in-

dustry, a network of pipelines for distributing

natural gas has been installed in South

Sumatera, East Kalimantan, Aceh and West

Java. In the reporting year, the network pipe-

lines for natural gas in West Java, which pre-

viously came from 3 wells (Arjuna, Jatibarang

and Cemara) were expanded to a new well

(Parigi).

 In 1979, production and utilization of natu-

ral gas rose by 22% to 999 million MSCF and

29% to 772 million MSCF, respectively. Pro-

duction and utilization of natural gas during

the past five years are shown below (in mil-

lions of MSCF).

Year Production Use
1975 222.3 76.1 r
1976 312.4 88.1
1977 542.8 282.7r
1978 820.1 596.6
1979* 998.5 771.8

Source : Department of Mines and Energy

11) Not including refined products.
12) The output of natural gas consists of associated gas

and non-associated gas. The use of natural gas is
the total volume of natural gas actually used for sev-
eral purposes. Part of the natural gas output, espe-
cially associated gas not or not yet used, was burned
locally to prevent pollution and fires.

13) MSCF = Million Standard Cubic Feet.



119

3. Tin

Indonesia’s tin is mostly produced offshore

of Bangka and Belitung islands. Tin mining

needs to be further developed among others

by adding the number of dredgers. In the past

two years, two dredgers have been added to

the dredger fleet, one in 1978 with the capac-

ity of 1,500 tons of tin-in-concentrate per year

and the other one in the reporting year with a

capacity of 2,250 tons.

Along with these measures, tin output has

increased considerably in the past few years.

In 1979/80, tin production in the form of

tin-in-concentrate reached 30 thousand tons

or 9% higher than in the previous year. As tin

production increased, export of tin14) in the re-

porting year also rose by 8% to 27 thousand

tons at an export value of $ 388 million. Tin

output during the past five years is as follows

(in thousand tons).

Year PT  Timah Other Corporations Total

1975/76 24.2r 0.9 25.1
1976/77 22.1 1.2 23.3
1977/78 23.8 2.5 26.3
1978/79 23.9 3.6 27.5
1979/80* 24.5 4.6 30.0

Source : Department of Mines and Energy.

4. Nickel

In the reporting year, nickel ore produc-

tion rose by 50% to 1 ,772 thousand tons af-

ter the previous year’s fall. The increase was

accounted or by the commencement of pro-

duction of a new nickel mine in Gebe island

(Halmahera) and favorable price development

in the world market. Nickel ore production in

the past five years is shown below (in thou-

sand tons).

Year Production

1975/76 751.2
1976/77 1,177.4
1977/78 1,316.7
1978/79 1,178.0
1979/80* 1,771.5

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Nickel ore production is processed domes-

tically into ferro nickel and nickel matte, with a

nickel content of 20% and 75%, respectively.

Nickel ore produced by PT Aneka Tambang

in Pomalaa (South-East Sulawesi) and Gebe

island (Halmahera) is partly processed into

ferro nickel, whereas that produced by PT Inco

in Soroako (South Sulawesi) is wholly pro-

cessed into nickel matte. Production of ferro

nickel and nickel matte in the past few years

is as follows (in thousand tons).1)

Year
Ferro nickel Nickel matte2)

1976/77 4,343.7
1977/78 4,820.7 2,077
1978/79 4,403.8 5,729
1979/80* 3,999.5 8,597

1) Nickel equivalent
2) Calendar year

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Nearly the whole output of nickel ore, ferro

nickel and nickel matte is exported. I n the re-

porting year, exports of nickel ore and nickel

matte rose by 44% to 1,167 thousand tons

and by 52% to 7,922 tons, respectively,14) In the form of metal
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whereas that of ferro nickel dropped by 31 to

3,552 tons.

5. Bauxite

The whole bauxite output from Bintan is-

land has thus far been intended for export, so

that production is adjusted to the demand of

the purchasing country. Bauxite production,

reaching only 965 thousand tons in 1978/79,

rose by 20% to 1,161 thousand tons in the

reporting year. This resulted from the increase

in demand by Japan, the only country so far

to purchase bauxite.During 1979/80, the vol-

ume of bauxite exports to Japan rose by 22%

to 1,195 thousand tons and the export value

rose by 32% to $ 11 million. Bauxite produc-

tion during the past five years is presented

below (in thousand tons).

Year Production

1975/76 935.8
1976/77 1,048.5
1977/78 1,221.8
1978/79 964.9
1979/80* 1,160.7

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

6. Coal

Up to the present, coal in Indonesia has

been produced from two mining areas, namely

Ombilin (West Sumatera) and Bukit Asam

(South Sumatera). In 1979/80, coal produc-

tion rose by 4% to 267 thousand tons. Coal

production during the past five years is pre-

sented below (in thousand tons).

Year Production

1975/76 204.0
1976/77 183.3
1977/78 248.5
1978/79 256.0
1979/80* 267.3

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

Most coal output is still for domestic use,

with a smaller part exported. In 1979, domes-

tic consumption of coal reached 130 thousand

tons compared with 109 thousand tons in the

preceding year. Meanwhile, the volume of coal

exports in 1979 increased by 88% to 60 thou-

sand tons, worth $ 1.7 million.

7. Copper

The mining of copper and the processing

into copper concentrate is solely undertaken

by PT Freeport Indonesia I nc. in the moun-

tain range of Ertsberg (Gunung Bijih), Irian

Jaya. In 1979/80, copper concentrate produc-

tion rose by 2% to 189 thousand tons. The

rise was closely related to favorable world

market prices. Nearly all copper output is in-

tended for exports. In the reporting year, ex-

ports increased by 11 % to 186 thousand tons

with an export value of $ 95 million. Copper

concentrate production during the past five

years is as follows (in thousand tons of dry

concentrate).
Year Production

1975/76 210.0
1976/77 212.2
1977/78 186.8
1978/79 184.9
1979/80* 188.5

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980
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In an effort to increase copper production,

PT Freeport Indonesia Inc. has made prepa-

ratory work to expand underground mining in

the eastern area of Ertsberg which is expected

to commence production in 1982. Exploration

for copper is presently being conducted in

Tasikmalaya by PT Coperindo Utama on a

contract of work basis.

8. Iron sand

Production of iron sand concentrate in the

reporting year declined by 35% to 78.5 thou-

sand tons compared with a 62% drop in the

preceding year. The decline was closely re-

lated to the stop page of export to Japan due

to the absence of an agreement on prices.

Iron sand concentrate output in the past few

years is shown below (in thousand tons).

Year Production
1975/76 346.2
1976/77 299.7
1977/78 317.2
1978/79 120.2
1979/80* 78.5

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

Meanwhile, the use of iron sand concen-

trate as one of the raw materials for domestic

iron industry in 1979 increased significantly,

i.e. by 52% to 62 thousand tons. The figures

on domestic consumption of iron sand con-

centrate during the past five years are as fol-

lows (in thousand tons).

Year Domestic
consumption

1975 5.3
1976 12.6
1977 27.6
1978 40.9
1979* 62.3

Source : Department of Mines and Energy

9. Gold and silver

As in the previous year, production of gold

and silver also declined, i.e. from 220.3 kg to

202.5 kg and from 2,216 kg to 1,806 kg, re-

spectively. Output of precious metals in the

past five years is as follows (in kilograms).

Year Gold silver

1975/76 321.5 4,224
1976/77 349.2 3,138
1977/78 252.3 2,788
1978/79 220.3 2,216
1979/80* 202.5 1,806

Source : Supplement to the President’s Report to
Parliamnet, August 16, 1980.

PT Aneka Tambang, the only state corpo-

ration engaging in the mining of gold and sil-

ver, continues exploration in search for new

reserves.

E. Manufacturing industry

In the reporting year the policy with respect

to industry continued to be directed towards

developing industries supporting the agricul-

tural sector and the process of raw materials

into finished products. The policy was ex-

ecuted by an allocation in the Government’s
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development budget for the manufacturing

sector amounting to Rp 402 billion in 1979/

80. The amount of bank credits extended to

the manufacturing sector in the reporting year

increased by 27% to Rp 2,128 billion by the

end of 1979/80. Concerning capital investment

in the manufacturing industry, intended invest-

ments of Rp 502 billion for 174 projects under

the Domestic Capital Investment Law and $

1,440 million for 15 projects under the For-

eign Capital Investment Law were approved

by the Government in 1979. In the field of fis-

cal policy, steps were taken to support domes-

tic industry, such as relaxing import duties and

import sales tax on raw materials and inter-

mediate goods (see Chapter V).

The measures mentioned above induced

the development of the manufacturing sector,

as reflected, inter alia, in increased produc-

tion of fertilizer, cement and textile products.

Production in the manufacturing sector dur-

ing the past few years is shown in Table 51.

1. Textiles

Government policy with respect to tex-

tiles has been aimed at increasing pro-

duction, primarily to meet the increasing

domestic demand for textiles. I n the re-

por ting year, several measures were

taken, such as the exemption from import

duties and import sales tax on basic ma-

ter ials for the production of polyester

yarn, and a 50% reduction of import du-

ties and sales tax on polyester yarn of

cer tain sizes.

The impact of the aforementioned measures

was reflected in a significant increase in textile and

weaving yarn production in the past few years. In

the reporting year, textile production rose by 8% to

1,700 million meters. In addition, weaving yarn

output also rose, by 13% to 950 thousand bales.

Textiles and weaving yarn production during the

past five years is as follows.

Year Textile Yarn
(million meters) (thousand bales)

1975/76 1,071.1 445.4
1976/77 1,247.0 622.9
1977/78 1,332.5 678.3
1978/79 1,576.0 837.3
1979/80* 1,700.0 950.0

Source : Supplement to the President’s Report to Parlia-
ment, August 16, 1980.

During the reporting year, exports of tex-

tile products increased substantially both in

volume and value, from 12,940 tons to 24,804

tons and from $ 27 million to $ 151 million,

respectively. This increase was on account of

the impact of the November 15, 1978 mea-

sures which strengthened the competitiveness

of the domestic textile industry.

2. Fertilizer

In an effort to raise fertilizer production to

meet domestic needs as well as exports, the

Government has expanded production capac-

ity by building new plants and adding new

types of products. For this purpose, PT Petro

Kimia, a fertilizer plant in East Java, which for-

merly produced urea and ZA only, was ex-

panded in the reporting year so that it could

also produce other kinds of fertilizer, namely
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TABLE 51 - SELECTED INDUSTRIAL PRODUCTION
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TSP, DAP and NPK.15) With the expansion of

the plant, the annual production capacity of

non-urea fertilizer increased from 150 thou-

sand tons to 610 thousand tons, consisting of

150 thousand tons of ZA, 330 thousand tons

of TSP, 80 thousand tons of DAP and 50 thou-

sand tons of NPK. Meanwhile, the capacity of

urea fertilizer plants remained 2,235 thousand

tons. The PT Kujang fertilizer plant in West

Java, which had been completed by the end

of 1978, commenced commercial production

in the reporting year.

In the reporting year, urea fertilizer produc-

tion rose by 27% to 1,827 thousand tons. In

addition, the total production of ZA, TSP and

NPK fertilizers reached 270 thousand tons,

whereas DAP fertilizer has not been produced

yet. Fertilizer production during the past five

years is as follows (in thousand tons).

Year Production
Urea non-Ureal)

1975/76 387.4 113.8
1976/77 406.0 105.2
1977/78 990.0 93.3
1978/79 1,437.2r 141.0 r
1979/80* 1,827.0 270.0

1) From 1975/76 to 1978/79 consisting of ZA only, since
1979/80 consisting of ZA, TSP and NPK

Source.: - Supplement to the President’s Report to Par-
liament, August 16, 1980

- Department of Industry

Besides meeting domestic needs, urea fer-

tilizer has been exported to ASEAN countries,

India, Pakistan and Bangladesh since a few

years ago. In 1979/80, exports reached 250

thousand tons at a value of $ 42 million.

3. Cement

In the reporting year, expansion of two port-

land cement plantswas completed. Those

plants were PT Semen Tonasa in South

Sulawesi and PT Semen Padang in West

Sumatera, adding the capacity by 500 thou-

sand tons and 600 thousand tons, respectively.

With this expansion, production capacity of the

cement plants, i.e. seven units, rose from

5,950 thousand tons to 7,050 thousand tons.

Cement production also increased signifi-

cantly in the reporting year, by 30% to 4,705

thousand tons. Cement production in the past

five years is shown below (in thousand tons).

Year Production

1975/76 1,214.4
1976/77 1,979.3
1977/78 2,878.6
1978/79 3,629.0
1979/80* 4,705.1

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

As mentioned in the previous year’s report, a

certain type of cement (portland cement) began

to be exported in that year. Due to the increased

production, cement exports in the reporting year

rose from 106 thousand tons to 627 thousand tons

in volume and from $ 4.8 million to $ 28.5 million in

value. However, in order to meet the need for cer-

tain types of cement (white cement) which has

not been produced domestically, imports are still

needed, reaching 78 thousand tons in 1979.

15) ZA  = Ammonium Sulphate
NPK = Nitrogen, Phosphor, Kalium
TSP = Triple Super Phosphate
DAP = Di Ammonium Phosphate
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In order to raise cement production further,

two portland cement plants, planned to com-

mence production by the end of 1980, are

under construction. The two plants are PT

Semen Baturaja in South Sumatera with the

capacity of 500 thousand tons and PT Perkasa

Indonesia Cement Enterprise (PICE) in West

Java with a capacity of 1 million tons per year.

In addition, a white cement plant, PT Perkasa

Indah Putih, is also in the process of construc-

tion in West Java with a capacity of 200 thou-

sand tons, expected to commence production

in 1981.

4. Motor-vehicle tires

In the reporting year, production of auto-

mobile tires increased by 14% to 2,898 thou-

sand pieces. The increase was attributable to

the expansion of the production capacity of

automobile tire plants, from 2,766 thousand

pieces to 2,927 thousand pieces per annum.

Also, the output of motorcycle tires increased

by 25 % to 2,070 thousand pieces. Produc-

tion of automobile and motorcycle tires is

shown below (in thousand pieces).

Year Motor vehicle tires
Automobile Motorcycle

1975/76 1,796.0 1,000.0
1976/77 1,883.3 1,520.0
1977/78 2,339.1 2,429.4
1978/79 2,540.4 1,658.2
1979/80* 2,898.4 2,070.5

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

5. Paper

During the past few years, the paper in-

dustry has experienced rapid growth as re-

flected in increased capacity as well as ex-

pansion of the existing 27 plants. In 1979/80,

production capacity amounted to 324 thou-

sand tons, an increase of 11% over the pre-

ceding year, whereas production rose by 38%

to 214 thousand tons. Capacity and produc-

tion of paper during the past five years are as

follows (in thousand tons).

Year Production Production
Capacity

1975/76 49.7 46.7
1976/77 77.6 54.4
1977/78 127.8 83.5
1978/79 291.3 155.2
1979/80* 324.1 214.2

Source: - Supplement to the President’s Report to Par-
liament, August 16, 1980

- Department of Industry

Although paper production during the past

few years continually increased, it still has not

met domestic needs, necessitating imports.

In 1979, imports of paper reached 250 thou-

sand tons worth $ 128.4 million, consisting

primarily of newsprint and wrapping paper for

cement.

6. Salt

Most of salt production (65%) is produced

by smallholders and the rest by PN Garam. The

prolonged dry season during the reporting year

was very favorable to the salt industry. In 1979/

80, salt production rose remarkably, i.e. from

262 thousand tons to 686 thousand tons after

registering a 67% decline in the previous year.

The rise was mainly on account of small hold-

ers’ salt production, which rose by 172% to 510

thousand tons. Salt production during the past

five years is shown below (in thousand tons).
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Production by
Year Smallholders PN Garam Total

1975/76 94 53 147
1976/77 350 210 560
1977/78 494 292 786
1978/79 187 75 262
1979/80* 510 176 686

Source: -Supplement to the President’s Report to Par-
liament, August 16, 1980
-Department of Industry

In order to maintain price stability and pro-

tect smallholders, PN Garam is assigned to

purchase the smallholders’ salt at a floor pur-

chase price fixed by the Government. In the

reporting year, the floor purchase price was

raised from Rp 7.00 to Rp 10.00 per kg for

grade I and from Rp 5.00 to Rp 7.00 for grade

11.16)

7. Metal

In the reporting year, the production of gal-

vanized iron sheet rose by 35% to 250 thou-

sand tons. The production of steel pipe and

wire also rose, i.e. by 9% to 129 thousand tons

and by 8% to 108 thousand tons, respectively.

Sponge iron was produced for the first time

by PT Krakatau Steel, registering 100 thou-

sand tons in the reporting year. Reinforcing

steel production, one of the most important

metal manufacturing products, rose sharply,

i.e. by 67% to 500 thousand tons. This rise

resulted from an expanded export market for

reinforcing steel, especially to Saudi Arabia.

During the reporting year, export volume of

reinforcing steel increased by 117% to 73.4

thousand tons and its value by 145% to $ 22.8

million, respectively.

To ensure the continuation and smooth-

ness in the procurement of iron supplies as

well as price stability, the Government has

appointed PT Krakatau Steel as an agent in

the procurement and distribution of steel to

meet domestic needs.17)

8. Machinery, factory equipment and elec-

trical appliances

In the reporting year, production of machin-

ery, factory equipment and electrical products

in general increased significantly. Production

of hand tractors rose by 96% to 550 units, rice

hollers by 14% to 2,500 units and insecticide

hand sprayers by 114% to 78 thousand units,

while diesel engines declined by 18% to 25

thousand units. Along with expanding electri-

fication, production of electrical products also

increased substantially. Production of refrig-

erators rose by 11 % to 100 thousand units,

electric/telecommunication cords by 11 % to

17 thousand tons and radio cassette record-

ers by 15% to 561 thousand units. Further,

production of dry cell and storage batteries

increased by 10% to 462 million pieces and

by 153% to 1,747 thousand units, respectively.

On the other hand, production of television

sets and light bulbs/TL bulbs declined by 10%

to 661 thousand units and by 2% to 30 million

pieces, respectively.

16) Decision of the Director General of Internal Trade
No. 026/DAGRI/KP/VIII/79, dated August  21, 1979. 17) Presidential Decision No. 36/1979, August 16, 1979.
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9. Vehicles

In the repor ting year, production of

CASA-212 aircraft increased from 16 to 18

units and steel shipsfrom 12 thousand BRT

(114 units) to 24 thousand BRT (77 units).

Meanwhile, production of automobiles and

motorcycles during the reporting year declined

by 36% to 69 thousand units and 20% to 266

thousand units, respectively. The same trend

also occurred to the production of BO-105 he-

licopters, which declined from 33 to 24 units.

It is worth mentioning that assembled

CASA-212 aircrafts have been partly ex-

ported. In 1979/80, two aircrafts were exported

to Pakistan and Bangladesh.

To support the development of the aircraft

assembly industry, the Government issued a

regulation in January 1980 on the prohibition

against the import of 17 types of helicopters

and 26 types of fixed-wing aircrafts.18)

F. Electric power and gas

Government policy with respect to electric

power and gas continues to be directed to-

ward the fulfillment of consumers’ needs by

expanding production capacity and extending

the area of distribution.

In 1979, the electric power generating ca-

pacity of the State Electricity Corporation

(PLN) rose by 15% to 2,530 MW. Electric

power generating capacity during the past five

years is presented below (in MW).

Electric Power Generation
Year Diesel Steam Hydro Gas Total

generated generated generated generated
1975 267 250 279 171 967
1976 316 250 321 333 1,220
1977 447 250 322 838 1,857
1978 519 450 350 881 2,200

1979* 534 750 474 772 2,530

Source :  State Electicity Corporation

In line with the increase in the electric

power generating capacity, PLN production in

1979 rose by 24% to 5,850 million KWH. In

addition, electric production outside the PLN

rose by 10% to 802 million KWH in 1979. Elec-

tric power production by PLN and outside PLN

during the past few years is as follows (in mil-

lion KWH).

Generated by Generated

Year PLN outside of PLN Total
1975 2,894 777 3,671
1976 3,363 678 4,041
1977 3,792 756 4,548
1978 4,721 728 5,449
1979* 5,850 802 6,652

Source : State Electricity Corporation

In 1979, gas production by Perusahaan

Gas Negara (State Gas Corporation) declined

by 6% to 75.2 million m3, and its sales de-

creased by 2% to 66.7 million m3. The de-

cline was attributed to the increased utiliza-

tion of natural gas in Jakarta and Cirebon,

which has a higher calory content resulting in

saving of the volume consumed. Production

and sales of gas during the past few years is

as follows (in million cubic meters).18) Presidential Instruction No. 1/1980, January 29,1980.
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Year Production Sales to
Households Enterprises Total

1975 71.0 16.6 42.9 59.5
1976 75.3 16.0 45.6 61.6
1977 78.6 16.5 49.2 65.7
1978 80.0 18.0 50.3 68.3
1979* 75.2 17.8 48.9 66.7

Source : State Gas Corporation

G. Communications

In the reporting year, the Government con-

tinued to implement its policy of previous years

in improving and reconditioning infrastructural

facilities and means of communications in

land, sea and air transportation, as well as

extending postal and telecommunication ser-

vices. The policy was designed to improve the

quality of services provided to the public in

the form of passenger and freight transporta-

tion as well as other communication services.

Developments in the communications sec-

tor during the reporting year are described

below.

1. Land transportation

Roads and bridges are the most signifi-

cant infrastructural facilities in land transpor-

tation. During the first year of the Third Plan

period, 222 km of new roads and 935 m of

new bridges were constructed.

The improvementof infrastructure was in

line with the increasing number of road ve-

hicles in Indonesia. In 1979, the number of

motor vehicles for passenger transportation,

namely buses and passenger cars, increased

by 110% to 121 thousand and 91 % to 1,014

thousand, respectively. The number of cargo

transportation vehicles increased by 93% to

633 thousand and motorcycles by 93% to

3,736 thousand. The figures on road vehicles

during the past few years are as follows (in

thousand).

Truck/ Passenger Motor
Year Buses cargo cars cycles

vehicles

1975 35.9 189.5 378.0 1,151.0
1976 39.4 220.7 419.2 1,407.3
1977 46.6 268.1 471.1 1,719.5
1978 57.8 328.0 531.2 1,940.0
1979* 121.1 633.0 1,013.7 3,735.7

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

In line with the increasing demand for rail-

way services, since 1973 the State Railway

Company continued to implement the reno-

vation program. This program is designed to

improve and extend infrastructure and railway

facilities in order to expand the capacity and

to augment the quality of services rendered

to the public. The number of railway passen-

gers during 1979 amounted to 37,709 thou-

sand, or 45% higher than the preceding year,

while the amount of cargo transported de-

clined by 11% to 4,241 thousand tons which

was, inter alia, due to the increasing role of

road transpor tation, par ticularly for

short-distance services. However, the role of

railways serving long-distance cargo transpor-

tation increased, as reflected in the amount

of cargo transported in terms of ton-km, by

33% to 1,016 million ton-km.Thefollowing table

sets forth railway services during the past few

years.
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Cargo Cargo

Year Passengers Passengers-km (thousand ton-km
(thousand) (millions) tons) (millions)

1975 23,854 3,534.2 3,871 959.3
1976 20,060 3,371.0 3,322 701.0
1977 20,960 3,082.4 3,998 813.7
1978 26,001 4,063.0 4,744 762.0
1979* 37,709 5,981.3 4,241 1,016.0

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

Other facilities serving the need for trans-

portation services are river, lake and ferry

transportation. This type of transportation is

essential in areas around water which have

no or poor road facilities. River, lake and ferry

transportation during the past few years is as

follows.
Passengers Cargo

Year carried carried
(thousands) (thousand tons)

1975 8,870 2,869
1976 10,009 2,862
1977 12,351 2,522
1978 13,586 2,648
1979* 14,501 2,416

Source : Department of Communications

2. Sea transportation

With respect to sea transportation, the policy

was emphasized on the establishment of an

integrated system so that the services of ship-

ping lines in which existing lines could be mu-

tually supporting. In addition, the Government

continued its efforts to increase the load ca-

pacity of existing vessels through renovation and

replacement programs. Sea transportation ser-

vices have mainly been provided by the national

merchant fleet, pioneer lines and ocean-going

fleet, supported by smaller sailing boats which

play an important role, particularly in areas not

served by larger vessels.

With regard to national merchant fleet, the

number of vessels operating in the reporting

year increased from 322 to 335 and its ca-

pacity from 312 thousand DWT to 341 thou-

sand DWT. Concerning the volume of cargo

transported, it increased only slightly by 1.2%,

compared with a decreased of 2.9% in the

preceding year. The number of vessels, ca-

pacity and cargo transportation of the national

merchant fleet during the past few years is

shown below.
Capacity Cargo

Year Number of (thousand transportation
vessels DWT) (thousand tons)

1975/76 305 263 3,040
1976/77 340 277 3,509
1977/78 316 311 3,635
1978/71 322 312 3,529
1979/80* 335 341 3,573

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980

Pioneer lines which served mainly isolated

islands, set up in 1974, had since then shown

an encouraging improvement. The number of

vessels operated increased from 15 in 1974

to 28 in 1979, and its capacity increased from

11.0 thousand DWT to 12.9 thousand DWT.

During the reporting year, the number of pas-

sengers and cargo increased by 26% to 132

thousand persons and 33% to 67 thousand

tons, respectively. The following figures show

the pioneer lines and services provided.

Capacity              Transportation
Year Number of (thousand Passengers Cargo

vessels DWT) (thousand) (thousand tons)

1975/76 16 11.2 33.5 39.7
1976/77 19 11.5 38.9 47.0
1977/78 20 12.9 76.3 62.9
1978/79 21 11.2 104.5 50.1
1979/80* 28 12.9 132.0 66.5

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.
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With regard to the ocean-going fleet, the

number of vessels operated decreased from

52 to 50 in the reporting year. The capacity,

however, remained unchanged at 513 thou-

sand DWT, on account of the replacement of

old vessels by new ones of a higher capacity.

Transportation services provided by this type

of fleet increased to 5,820 thousand tons in

the reporting year. A more detailed breakdown

on the ocean-going fleet is shown below.

Cargo
Year Number of Capacity transportation

vessels (thousand DWT) (thousand tons)

1975/76 47 412 6,185
1976/77 50 450 5,462
1977/78 54 491 5,891
1978/79 52 513 5,635
1979/80* 50 513 5,820

Source : Supplement to the President’s Report to Par-
liament, August 16,1980.

3. Air transportation

The development of air transportation has

been continued to be adapted to the demand

for and the improvement in quality of air trans-

portation services provided. In addition, to en-

large the air transportation fleet, policy has also

been directed towards the improvement of air

transportation infrastructure. This policy has

been implemented, among others, by increas-

ing the capacity of airports and building new

ones, for regular as well as for pioneer air ser-

vices. With regard to landing capacity, 2 airports

can be landed by Boeing 747, 5 by DC-10, 6 by

DC-8, 13 by DC-9 and 34 by F-28 aircrafts. In

line with the improvement of air transportation

services, airport facilities, such as radar equip-

ment, air navigation and flight telecommunica-

tion facilities have also been improved.

Air transportation services in Indonesia are

provided by 6 regular airlines, of which one

also provides pioneer services. In addition,

there are several companies which provided

non-scheduled air transportation services, for

private use and other purposes. The number

of aircrafts operated by 6 regular airlines in-

creased from 119 to 160 in 1979. Air trans-

portation fleet during the past few years is as

follows.

Year Type of airplanesTotal
Piston engined Turboprop Turbojet

1975 20 35 32 87
1976 20 39 46 105
1977 8 50 56 114
1978 8 53 58 119
1979* 8 89 63 160

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

In line with the increasing availability of air

transport facilities, output of domestic as well

as international air transport services also in-

creased significantly. Passengers and cargoes

of domestic flights increased by 5% and 8%,

respectively, of international flights increased

by 27% and 33% respectively; see the follow-

ing figures.

Passengers carried Cargo carried
Year (thousands) (thousand tons)

Domestic International Domestic International
flights flights flights flights

1975 2,323 135 22.6 3.6
1976 2,783 170 28.8 3.3
1977 3,373 245 32.9 3.9
1978 3,980 270 35.8 4.3
1979* 4,193 343 38.5 5.7

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.
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4. Postal and giro services

The Government’s policy in the field of

postal and transfer order services has empha-

sized the improvement in the quality of ser-

vices and the extension of the area of opera-

tion. In this context, the number of post of-

fices continued to increase significantly and

their area of operation was extended, reach-

ing subdistrict areas (local governments above

village level) and transmigration areas, as

shown in the following table. In addition, the

post offices are supported by mobile postal

units which can serve remote villages (areas).

Number of post offices

Types 1975 1976 1977 1978 1979*
Central post offices 174 178 185 193 195
Subsidiary post offices 147 155 169 180 197
Auxiliary post offices 875 890 923 978 1,023

Source : Department of Communications

In order to enhance the national savings

drive, BTN (State Savings Bank), in mobiliz-

ing public funds, can make use of the postal

and giro services, particularly savings under

the Tabanas and Taska schemes. The amount

of savings through the postal and giro offices

increased by 19% to Rp 19 billion in 1979.

The figures on postal and giro services dur-

ing the past few years are shown below.

Postal and giro services

Type 1975 1976 1977 1978 1979

1. Regular/express

delivery (millions) 200 201 237 252  266

2. Post parcels (thousand) 794 772 848 913r 1,141

3. Postal drafts (billion Rp) 81 99 122 139 175

4. Postal giro and cheques

(billion Rp) 426 471 661 840 1,113

5. Savings (billion Rp) 4 7 11 16 19

Source: Supplement to the President’s Report to Par-
liament, August 16, 1980.

5. Telecommunication

The use of more modern telecommunica-

tion equipments, such as the “Palapa” domes-

tic satellite, the JavaBali microwave, the trans-

mission lines to Sumatera and Eastern Indo-

nesia results in a significant improvement in

the telecommunication service. During 1979,

the telephone capacity increased by 15% to

548 thousand line units. The number of auto-

matic telephone exchanges increased sub-

stantially from 69 in 1978 to 101 in 1979. The

above development enables more cities to

communicate directly by telephone. In 1979,

the number of cities connected by the

Long-Distance Direct Connection (SLJJ) net-

work reached 60 compared with 32 in 1978.

The progress achieved thus far has en-

abled the arrangement of cooperation in the

field of telecommunication with other ASEAN

countries. The said cooperation involved the

utilization of the Palapa Domestic Satellite

Communication System and the Submarine

Cable Communication System (SKKL), for

domestic as well as inter-regional communi-

cation of ASEAN countries.

In this context, an agreement with the

Philippines on the use of the Palapa satel-

lite facility was signed in June 1978, the

realization of which began in April 1980.

Similar agreements were also signed with

Malaysia in August 1979, and Thailand in

December 1979, the realization of which will

start in July and October 1980, respectively.

The following table shows the services on

telephone exchanges.
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With regard to the use of SKKL, connect-

ing Jakarta-Singapore, an agreement was

signed in April 1979, expected to be in opera-

tion since August 1980. In August 1979, a simi-

lar agreement with Malaysia on the use of the

SKKL (Medan-Penang) was signed and was

expected to start operation in 1981.

6. Tourism

The number of foreign tourists visiting In-

donesia during the past few years continues

to increase. In 1979, it rose from 488.6 thou-

sand to 501.4 thousand. Of this total, mostly

came from Australia (12%), followed by

Singapore and Japan (11% each), the United

States and Malaysia (9% respectively).

The number of foreign tourists visiting In-

donesia during the past few years is shown

below (in thousands).

Year Total

1975 366,3
1976 401,2
1977 486,8
1978 488,6
1979* 501,4

Source : Supplement to the President’s Report to Par-
liament, August 16, 1980.

In order to support the development of tour-

ism, measures were directed towards improv-

ing infrastructure, tourist facilities, and tourist

attractions. In addition, efforts to expand tour-

ist trade were continued through tourism pro-

motion centers (San Francisco, Frankfurt, To-

kyo, Singapore) and tourism exhibitions in

certain countries.

The availability of hotels and other

accomodations also plays an important role

in the development of tourism. In 1979, the

number of hotel rooms amounted to 64,160

compared with 59,223 in 1978. Out of this to-

Automatic Manual Total

Year Telephone Telephone Telephone

Capacity Capacity Capacity

exchange exchange exchange

1975 39 144,100 507 99,562 546 243,662

1976 52 160,600 507 103,886 559 264,486

1977 54 218,320 506 107,293 560 325,613

1978 69 374,600 493 102,030 562 476,630

1979* 101 460,100 468 87,772 569 547,872

Source : Department of Communications
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tal, 42,383 rooms were in Java and Bali, and

4,760 rooms were in North Sumatera.

In addition to the efforts to increase the

number of foreign tourists visiting Indonesia,

efforts were also made during the past few

years to promote domestic tourism.

H. Prices

Price developments formerly measured by

the Jakarta Cost of Living Index (CLI), since

April 1979 was replaced by the Consumer

Price Index (CPI) comprising the CPI of 17

cities in Indonesia.19)

Unlike the CLI, which covers only 62 kinds

of goods and services, the CPI covers 115 to

150 commodities. In addition, the CPI is cal-

culated on the basis of a household expendi-

ture survey conducted in 1977/78 covering all

economic groups, whereas the computation

of CLI is based on the cost of living survey on

industrial labors conducted in Jakarta in 1957/

58. Hence, the CPI more accurately reflects

price developments than the CLI, and there-

fore, serves as a better measure of inflation.

The rate of price increases in 1979/80

measured by the CPI was 19.1% (Table 52),

compared with 11.8% in the preceding year,

which was still measured by the CLI (Table

53). This increase in 1979/80 was mainly at-

tributable to the late effects of the November

15, 1978 devaluation, price increases of do-

mestic fuel and freight charges, and the in-

crease of rice prices resulting from the Gov-

ernment decision to raise the floor purchase

price of rice.

The increase in the CPI during the report-

ing year occurred in all components of the in-

dex, i.e. 18.7% for foodstuffs, 19.6% for hous-

ing, 25.9% for clothing and 16.1% for miscel-

laneous components. The rise in food was

mainly influenced by the increase in the price

of rice as a result of the Government decision

to rise the floor purchase price of domestic

rice procurement (twice) during 1979/80 in

order to increase the income of farmers. The

increase in housing was mainly due to the

higher price of kerosene. 20)

The high rate of price increases during

1979/80 occurred particularly in the first half

of the year, namely 14.0%, or 2.3% at aver-

age monthly rate. Price developments in the

second half, however, were more stable, in-

creasing by only 5.2%. This moderation in

prices reflected the diminishing late effects of

the November 15, 1978 devaluation, the in-

creases of the domestic fuel price and freight

charges, besides it was also the result of the

implementation of a relatively tight monetary

policy.

Prices of certain export commodities in the

domestic market (Jakarta) also increased
19) Those cities are Medan, Padang, Palembang,

Jakar ta, Bandung, Semarang, Yogyakar ta,
Surabaya, Denpasar, Mataram, Kupang, Pontianak,
Banjarmasin, Menado, Ujung Pandang, Ambon,
Jayapura

20) In the calculation of CPI, kerosene is included in the
housing component.
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fairly rapidly during 1979/80. The average price

of RSS I rubber increased by 66.3% to Rp

742.85 per kg, Robusta coffee by 35.9% to

Rp 1,270.56 per kg, and BOP tea by 6.3% to

Rp 672.92 per kg (Table 54). In addition to the

late effects of the rupiah devaluation in No-

vember 1978, the above increases were also

affected by price increases in the world mar-

ket (Table 55).

I. Manpower

Based on the results of the 1976

Intercensal Population Survey, the labor force

was estimated to have increased from 54.5

million to 56.1 million by the end of 1979. This

total represents 40.2% of the total population

in the same period, which was estimated to

be 139.4 million.

With a view that the employment opportu-

nities cannot meet the increase in the labor

force, efforts to create employment opportu-

nities have a high priority. In this

connection,the Government continued to take

measures to solve this problem.

The abovementioned measures included,

among others, the implementation of

labor-intensive development activities, such as

the construction of infrastructure and regional

development projects as well as the develop-

ment of small-scale and handicraft

industries.In the field of capital investment,

policy was also directed towards activities

which create and spread more evenly the em-

ployment opportunities through the choice of

the site of capital investment projects. In the

banking sector, policy implemented such as

the provision of credits under the KIK/KMKP

scheme, Kredit Candak Kulak and Kredit Mini,

are also designed to create new employment

opportunities, besides the objective to improve

the production capacity of small entrepre-

neurs.

J. Transmigration

The transmigration program, as a part

of the development effort, is designed to

spread the geographical distribution of the

population and labor force, as well as to in-

crease land clearing in order to extend pro-

ductive areas, particularly outside Java. In

order to achieve the objective, since the

Third Plan the transmigration program does

not only emphasize on the number of people

transmigrated, but also take into account

their type of skills.

The number of people transmigrated dur-

ing the reporting year amounted to 16,317

families, compared with the target of 50

thousand families (Table 56). This target was

not met due to the postponement of the

implementation of the program until Sep-

tember 1979 on account of the obstacles

encountered in preparing resettlement ar-

eas. The area receiving most of the

transmigrants during the year under report

was South Sumatera, i.e. 8,857 families.
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MANAGEMENT OF BANK INDONESIA

As per March 31, 1980

Government Commissioner : Soegiono

BOARD OF MANAGING DIRECTOR

Governor : Rachmat Saleh

Managing Director : Marathon Wirija Mihardja

Managing Director : Soeksmono Besar Martokoesoemo

Managing Director : Arifin Mohamad Siregar

Managing Director : Durmawel Ahmad

Managing Director : J.E. Ismael

Managing Director : M. Djoko Soedomo

Managing Director : Kamardy Arief

APPENDIX B
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GENERAL MANAGERS

Office of the Board : Soetomo

Administration and

Organization Department : N.A.L. Mailangkay

Budget Department : P. Siregar

Foreign Exchange Department : W. Kidarsa

Economics and Statistics

Department : Marjanto Danoesapoetro

Legal Department : T.M. Syakur Machmud

International Department : T.M. Zahirsjah

General Services Department : A. Nelwan

Money and Capital Market

Department : Mahfud Jakile

Loan Department : R. Djamu Achmad

Bank Supervision Department : Abdullah Ali

Internal Control Department : Lulu Prawira Subrata

Issue Department : Nandang Komar

Credit Planning and Credit

Supervision Department : Sidharta S.P. Soerjadi

Personnel Department : H.P. Toar

REPRESENTATIVES

Kuala Lumpur and Singapore : Sutadi

London : R. Paryono

New York : H. Hutagalung

Tokyo : Eddy Suwardi
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BRANCH MANAGERS

Ambon : Azwahin

Banda Aceh : Sugiono

Bandung : Masri Saleh

Banjarmasin : Tom Hartono

Bengkulu : P.R.O. Sihombing

Cirebon :  Abdullah Ali

Denpasar : Saenan Soesanto

Jambi : Mohd. Kurdi

Jayapura : A.A. Ngurah Alit Mahawan

Jember : Kamaruddin

Kediri : Purtomo

Kendari : Buchari Thany

Kupang : Husein Bratasuwignya

Malang : R. Poewarso Djokojoewono

Mataram : Mohamad Zain Sidin

Medan : Rachmad

Menado : Ph. K. Intama

Padang : R. Suyatno

Palembang : A. Sulaeman Gandabrata

Palu : R. Saptadi Baroto

Pekanbaru : R. Soetrisno

Pontianak : Muchtar Abdullah

Samarinda : Sofjan Lumad

Semarang : Bambang Susilo

Solo : Sahruddin Siata

Surabaya : Achmad Effendie

Telukbetung : Abdul Kadir Hadi

Ujung Pandang : Ahmad Sirod

Yogyakarta : Suparman Wijaya
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CASH OFFICE MANAGERS

Balikpapan : Sri Hastjarja Poerwasoeparta

Lhokseumawe : M. Junus Abdurachman

Pematang Siantar : Purwoko

Purwokerto : Ruslan Ahmadi

Sibolga : Jatno Soesilarto

Tasikmalaya : Afnan

Tegal : Aibar Durin

Ternate : Sri Slamet
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