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NOTES, SYMBOLS AND SOURCE OF DATA

r Rivised figures
* Provisional figures
** Incomplete figures

(i.e. compiled from incomplete data)
. . . 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
Source of data : Bank Indonesia, unless mentioned otherwise.
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In 1981 the Indonesian economy grew at a
relatively high rate, eventhough exports and the
balance of payments were affected by the world
economic recession. Strong growth was regis-
tered by farm production, particularly rice, as a
result of the government intensification efforts
and expansion of area brought under cultiva-
tion in recent years. Encouraging developments
took place on domestic price front with rate of
inflation declining. However, the persistence of
world economic slump and weak demand for
oil led to a fall in non-oil and non-LNG ex-
ports and a slowdown in the rate of oil and LNG
exports. As a result, the balance of payments
which was in surplus in the preceding few years,
turned into a deficit. However, monetary and
fiscal measures adopted by the government in
the previous years and appropriate changes in
those during 1981/82 served to moderate the
adverse impact of world recession on domestic
economic activity. In the face of continuing slack
in the world economy a few important steps
were taken in January 1982 to stimulate exports.

Overall economic growth, measured in terms
of real GDP, was 7.6% in 1981 as compared
with 9.9% in the preceding year. The produc-
tion of food crops, particularly rice, registered
a remarkable increase, after showing a record
performance in 1980. Mining production, for
the first time in many years, also posted a posi-
tive growth. Forestry production, however, con-
tinued to decline.

The agricultural production in the aggregate
grew by 3.5%, a deceleration from 5.2% in
1980. However, rice production increased re-
markably by 10.5% in 1981, mainly as a result
of improved extension services, more effective

support price policy and relatively favorable
weather conditions. Respectable growth was also
recorded in production of secondary crops, es-
pecially peanuts. In the estate sector, the growth
in production of rubber, tea and tobacco was
also significant. The production of timber, on
the other hand, continued to fall as a conse-
quence of government restrictions on log ex-
ports.

Following a declining trend in the preced-
ing three years, mining production grew at a
rate of 3.3% in 1981. Marked increases were
registered by coal, liquefied natural gas (LNG),
tin and copper. However, oil production, with
a dominant position in the mining sector, de-
clined by 2%. It is worth noting that oil pro-
duction picked up moderately towards the end
of 1981 but fell back to a lower level since early
1982, due to marketing problems following
excess supply of oil in the international market.
By contrast, the production of LNG rose in
1981, in fact at a slightly higher rate, because of
relatively secure market under long-term sale
contracts.

The manufacturing sector continued to
grow at a respectable rate of 12%, mainly due
to the high level of consumption spending
sustained by the income growth in the previ-
ous year. Rapid output growth was recorded
notably in cement, motor vehicles and tires,
electronic products and clove cigarettes in-
dustries. This high growth was induced by
the government efforts to promote industrial
development through incentives, most nota-
bly in the form of lower import duty on raw
materials, capital goods and intermediate in-
puts.

INTRODUCTION
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The balance of payments registered a deficit
of about $ 1.0 billion in 1981/82, after record-
ing a substantial surplus of $ 2.7 billion in the
previous year. Consequently, net international
reserves held by the Central Bank decreased to
$ 6.4 billion at the end of 1981/82. The large
deficit in the balance of payments resulted
mainly from worsening current account which
made a turnaround from the surplus of $ 2.2
billion in 1979/80 and 2.1 billion in 1980/81
to a deficit of 2.4 billion in 1981/82. Capital
inflows, though rising, were not adequate to
offset the deficit.

Export earnings virtually stagnated during
1981/82. Oil and LNG exports increased by
only 9% to $ 18.8 billion, after rising by 40%
in the preceding year. This weakening was due
to the unfavorable developments in the unit
price and volume. The unit price of oil went up
by only 8% in 1981/82 as compared with 44%
in the previous year, and export volume declined
to 468 million barrels from 481 million barrels
in 1980/81. Non-oil exports fell by 25%, steeper
than that in the preceding year. Almost all ma-
jor commodities in this group suffered a set-
back. The sharpest drops in export values were
registered by rubber, timber, palm oil and cof-
fee. The decrease in rubber exports was attrib-
utable to the weak demand in the international
market, while the fall in palm oil exports re-
sulted mainly from a surge in domestic con-
sumption. The slackness in exports of timber
and coffee were largely due to the restrictive
export policies. In the case of timber, a curb
was enforced on log exports in an attempt to
stimulate domestic timber processing industry.
Restrictions on coffee exports were imposed by
the International Coffee Organization in order
to prevent a further slide in world coffee prices.

In facing up to the protracted world eco-

nomic slump and in an attempt to augment the
share of non-oil and non-LNG commodities
in total exports, the government introduced in
January 1982 a set of measures, popularly
known as “January Export Policy”. These pro-
vided far more liberal terms for export credit,
instituted export credit guarantee and export
insurance schemes, and introduced simplifica-
tion of export documentation procedure, abol-
ishment of export surrender requirement and
reduction of red tape, levies and charges. In
addition, the government adopted a policy of
linking purchases from abroad on government
account to the obligation to export commodi-
ties from Indonesia.

Imports remained at a high level of $ 17.5
billion, but the rate of increase decelerated to
23% from 33% in the previous year.. Most of
the increase was accounted for by imports of
oil for domestic consumption and imports by
LNG companies to accommodate increased ex-
ploration activities. Consequent to the increase
in rice production, imports of rice declined sub-
stantially from 1.2 million tons in 1980/81 to
0.4 million tons valued at $ 193 million in
1981/82. On the other hand, imports of sugar
and fertilizer rose markedly by 46% and 38%,
respectively.

The export slump and the poor performance
of balance of payments had a significant im-
pact on the rate of monetary expansion and
changed the relative importance of factors af-
fecting the money supply. Unlike in the past
few years, the external sector was no longer a
significant factor in money supply expansion.
The shrinkage in its expansionary effect, which
was offset only partly by the decrease in the
contractionary impact of government finance,
prompted the monetary authority to adopt a
more relaxed credit policy, thereby maintaining
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stimulus to exports and domestic production.
Notwithstanding, money supply expansion con-
tinued to slow down from 37% in 1980/81 to
30% in 1981/82. Total liquid assets, which com-
prise money supply in narrow sense plus time
and savings deposits, showed a similar change,
expanding by 28% as compared with 36% in.
1980/81.

In line with the lower monetary expansion,
inflation rate went down to 9.8% from 15.9%
in 1980/81. The situation of subdued inflation
prevailed despite the large price increase of 4.7%
in the month of January 1982, as a result of a
60% rise in domestic price of oil. In fact,
for calendar year 1981 the inflation rate was
only 7.1% as compared with 16.0% in 1980, a
significant deceleration. The main factors un-
derlying the lower inflation rates during fiscal
1981/82 and calendar 1981 were bumper rice
harvest, slower increase in import costs and ap-
preciation of the rupiah vis a vis some major
currencies other than US dollar.

The government continued to pursue “bal-
anced budget policy”, total revenue and total
expenditure, both at Rp 13.9 trillion, increased
by 19% in 1981/82 as against 45% in the pre-
ceding year. The smaller increase was due mainly
to the reduced rate of receipts from oil corpora-
tion tax, and lower domestic receipts from other
sources. Receipts from export taxes even de-
clined at a steeper rate than in the preceding
year. Slackening non-oil exports, recent reduc-
tions in export taxes and import duties, were
the main factors which contributed to the lower
rise of revenues.

Routine and development expenditures had
approximately equal shares in the total expen-
diture, i.e. Rp 6,978 billion and Rp 6,940 bil-
lion, respectively. Routine expenditure, increas-
ing by about 20% from the preceding year’s fig-

ure, was spent mostly on fuel subsidies, mate-
rial purchases and subsidies to autonomous re-
gions. Development expenditure, up by 17%,
was largely allocated to the sectors of mining
and energy, communication and tourism and
agriculture and irrigation. Allocation for edu-
cational developments was substantially in-
creased. It is worth noting that the share of de-
velopment expenditure funded by public sav-
ings has been maintained at 75% in 1981/82
despite the slower growth of government rev-
enues.

Total bank credit expanded by 33% to Rp
10.8 trillion during 1981/82, accelerating from
29% in the previous year. This reflected the rela-
tively easy credit policy introduced through a
37% increase in the ceilings on bank credits in
1981/82. This policy was designed to achieve a
high level domestic activity and to stimulate
exports in the wake of world economic reces-
sion. Among major categories, credit extended
under the small investment credits (KIK) and
permanent working capital credit (KMKP)
schemes recorded a remarkable growth, by 59%
to Rp 1,078 billion. These credits are extended
to indigenously-owned small-scale enterprises
as a part of the government income distribu-
tion policy. Other credits such as Pasar Inpres
credits, Mini credits, Midi credits and Candak
Kulak credits also posted a significant increase.

With a view to promoting exports, special
treatment was accorded to export credits. These
credits were extended not only for financing the
production and collection activities prior to
shipment, but also for purchases or imports of
goods to be used in production for export and
for financing exports already shipped. The in-
terest rate applicable to preshipment financing
was reduced from 12% to 6% for “strong” ex-
port commodities and 9% for “weak” export
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commodities. In the case of postshipment fi-
nancing, the interest was 6% for all export com-
modities. Furthermore, self-financing require-
ment was lowered from 30% to 15% of total
financing need.

Given the slackness in export earnings and
the bleak prospects for capital inflows, brought
about by the present world recession, the need
for mobilization of funds domestically in-
creased. Accordingly, efforts to step up mobili-
zation of private savings through financial in-
termediaries and to develop savings habit of the
people were intensified. These included im-
proved services for Tabanas (the national devel-
opment savings scheme) depositors, an exten-
sion of tax exemption period for securities and
improved organization and administration of
the capital market. As a result, the amount of
funds mobilized through time deposits, Tabanas
savings and issues of short and long-term secu-
rities kept on increasing at a rapid rate. Time
deposit increased by 36% to Rp 1,761 billion
in 1981/82 as compared with 19% in the pre-
ceding year. Though at lower rate than in the
previous year, Tabanas deposits increased sig-
nificantly, i.e. by 24% to Rp 400 billion. Money
market papers issued by finance companies also
showed a substantial increase of 38% to reach
total of Rp 364 billion. The number of compa-
nies offering their shares in the capital market
increased from 6 to 10, with total issues of about
Rp 76 billion, more than double the previous
year’s figure.

In the sphere of banking, the government
policy was largely directed towards increasing
the relative position of national private banks
and expanding banking services in outer regions.
In this regard, the conditions to be fulfilled by
national private banks for opening branch of-

fices and obtaining a foreign exchange bank sta-
tus for a branch office were relaxed and simpli-
fied. To encourage banking business in outer
regions, local clearing facilities were expanded,
and capital and technical assistance were ex-
tended to local development banks.

As a result of the promotional efforts of the
government in recent years, the banking sector
expanded vigorously. In 1981/82 total assets,
total funds mobilized and loans extended rose
by 31%, 27% and 40%, respectively. A few
national private banks still opted for mergers in
1981/82 with the result that the number of na-
tional private bank decreased. On the other
hand, the number of their offices increased. A
similar development was also experienced by in-
surance companies.

To sum up, the Indonesian economy con-
tinued to demonstrate its resiliency during
1981/82, although the country’s exports and
balance of payments were adversely affected by
the world economic recession. The rate of eco-
nomic growth was still quite high and, in fact,
ranked highest among many countries of the
world. Encouraging developments took place
ire several areas of the economy, particularly in
rice production and the control of inflation.
Furthermore, policy measures introduced to
encourage exports will hopefully contribute
more to the Indonesia’s economic endurance in
the future.

The Governor of  Bank Indonesia

RACHMAT SALEH
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A. Monetary Development and Policy

Indonesia’s monetary developments during
1981/82 were heavily influenced by a deterio-
ration in its balance of payments as a result of
world economic recession. After imparting a
large expansionary impact during the preced-
ing two years, the balance of payments made
negligible contribution to the expansion of do-
mestic liquidity in 1981/1982. A large part of
the reduced expansionary impact of the foreign
sector on domestic liquidity was offset by a de-
cline in the contractionary impact of the Gov-
ernment budget as a result of lower growth rate
of receipts from oil corporate tax. With a view
to sustain a relatively high level of economic
growth, especially in the industrial sector, the
Monetary Authority eased the credit policy. In
addition, in order to halt a further deteriora-
tion in the external balance, the Government
adopted a series of measures designated to boost
the exports of non-oil commodities (non-oil and
non-LNG commodities) commonly known as
“Export Policy of January 1982”.1) This policy
comprised, among others, the relaxation of ex-
port credit terms, provision of export credit
guarantees and export insurance facilities, sim-
plification of export procedures, and easing of
foreign exchange regulations for exports.

Domestic liquidity2) in 1981/82 expanded
by 28.4%, compared with 36.2% in 1980/81
and 39.6% in 1979/80. However, given the re-

duced rate of inflation during 1981/82, domes-
tic liquidity in real terms grew at a higher rate,
i.e. 16.6% in 1981/82 compared with 16.4%
in 1980/81 and 15.6% in 1979/80.

The rate of inflation, as measured by the
Consumer Price Index (CPI), during 1981/82
went up only by 9.8%, despite a 60% rise in
domestic prices of petroleum fuels in January
1982. Factors moderating price increase in-
cluded, among others, excellent rice harvests
which ensured stability in food prices, declin-
ing prices of imported commodities as a result
of world economic recession and effective ap-
preciation of the rupiah against several strong
currencies outside the US dollar.

As mentioned above, to sustain the domes-
tic economic activities, the Monetary Author-
ity took steps permitting a larger expansion of
bank credits. The ceiling of credits and other
assets of the banking system during 1981/82
was fixed at Rp 3,020 billion (36.1%) compared
with Rp 1,850 billion (27.2%) in 1980/81.
During 1981/82 the volume of credits expanded
by 35.7% compared with 29.7% in 1980/81.

B. Money Supply and Factors Affecting its
Change

Money supply, comprising currency and de-
mand deposits, reached Rp 6,777 billion at the
end of 1981/82 or increased by 30.0% com-
pared with 37.3% in 1981/82. In real terms,
money supply registered an 18% increase dur-
ing 1981/82, the highest increase ever recorded
during the past few years.

Component-wise, the role of demand de-
posits in money supply continuously increased.

I. MONETARY DEVELOPMENT

1) Government Regulation No. 1 of 1982, dated January 16,
1982.

2) Domestic liquidity comprises currencies, demand deposits
and quasi-money.
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At end of the reporting year, it reached 62%
compared with 57% at end of 1980/81. The
increasing role of demand deposits was contrib-
uted by the wider use of banking services, re-
flecting higher public confidence in the bank-
ing institutions. It is worth mentioning, in
1969/70 demand deposits covered only 38%
of total money supply.

Unlike that of the previous years, during
1981/82 bank credits was the main source of
the monetary expansion, i.e. Rp 2,718 billion
(32.8%) as compared with Rp 1,836 billion
(28.4%) in 1980/81. The expansionary impact
originated from credits to business enterprises
and individuals, up by Rp 1,970 billion and
from credits to public enterprises, by Rp 748
billion. The increase in credits to private enter-
prises and individuals was closely related to the
Government efforts to promote activities of the
economically weak groups. Within the bank
credits to public enterprises and Government
entities, credits to Bulog for the financing of
domestic procurement of rice recorded the larg-
est increase as rice production experienced a
remarkable growth.

In 1981/82, foreign sector did not yield a
significant expansionary impact as it did in the
past two years. Net foreign assets contributed
an expansionary impact of only Rp 26 billion
compared with Rp 2,342 billion in 1980/81 and
Rp 2,622 billion in 1979/80. As previously
stated, the lower expansionary impact from the
foreign sector was attributable to the deficits in
the balance of payments, resulting from non-oil
export declines, in addition to the rise in im-
ports.

The government sector in 1981/82 registered
a slight contractionary impact on the money
supply, i.e. only Rp 100 billion as compared
with Rp 1,821 billion in 1980/81. This was

caused mainly by the increase in government
expenditures, whereas receipts, especially from
oil corporate tax, indicated a declining trend.

Quasy-money3), a contractionary factor on
the expansion of money supply, recorded an
increase of Rp 684 billion or 25.4% compared
with 34.2% in 1980/ 81. This lower rate of
growth was mainly on account of less attractive
interest rate offered on these deposits as com-
pared with the rates abroad. It may be added
that foreign exchange time deposits were the
major source of expansion of quasi-money.

Furthermore, net other items indicated a
contractionary impact on the money supply by
Rp 397 billion compared with Rp 256 billion
in 1980/81. This higher contractionary impact
was, inter alia, the result of the rise of profits of
banking institutions.

C .Monetary Prospects for 1982/83

The international economic situation in
1982/83 is expected to be dominated by eco-
nomic recession. This will significantly influ-
ence the domestic economic and monetary de-
velopments since international trade plays an
important role in Indonesian economy.

The impact of foreign sector on money sup-
ply, which was slightly expansionary in 1981/
82, is expected to impart a significant
contractionary impact in 1982/83. This pro-
jection is based on the consideration that ex-
port promotion measures might not directly
yield positive results, due to the prevailing weak-
nesses of demand for Indonesia’s export com-
modities. Further, the rate of increase in gov-
ernment revenues, especially receipts from oil

3) Comprises savings deposits in rupiah and foreign currency
plus demand deposits in foreign currency.



3

corporate tax and export tax, is estimated to be
lower than that in 1981/82, whereas govern-
ment expenditures would continue to be main-
tained at a relatively high level.

With a view to sustaining relatively high
economic growth and price stability, the
policy of fixing the ceilings on credits and
other domestic assets of banks will continue
to be pursued in 1982/83. In addition, the

Monetary Authority will continue to direct
credits to priority sectors, particularly among
the economically weak groups with the aim
of achieving equitability in conducting busi-
ness, and in labor intensive industries and
export oriented activities.

Taking the above assumptions into consid-
eration, the rise in domestic liquidity for 1982/
83 is anticipated to be at a relatively high level.
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A. Credit Policy

Important measures in credit policy during
the reporting year were relaxation of terms for
export credit and for credit for financing pro-
duction of export commodities. This policy was
part of the Government strategy to step up ex-
ports. Another development in credit policy was
the introduction of a credit scheme for promot-
ing higher education. In addition, selective
credit policy adopted in the past years were fur-
ther improved.

The policy of regulating credit expansion
through the imposition of ceilings on bank cred-
its continued to be pursued. As mentioned ear-
lier, in order to enable the domestic economy
to adjust to external conditions, Bank Indone-
sia set a higher ceiling for credit expansion in
1981/82. The ceiling on bank credits, initially
fixed at 28% (Rp 2,186 billion), was raised to
37%0 (Rp 2,888 billion), much above the pre-
ceding year’s expansion of 28% (Rp 1,753 bil-
lion). Excluding credits from Bank Indonesia,
this ceiling would be 43% (Rp 2,397 billion)
as compared with only 32% in the preceding
year.

With a view to reducing dependency on oil/
LNG as a  source of foreign exchange receipts,
which reflected unfavorable movement recently,
the Government took a series of measures designed
to boost exports and production of non-oil and
non-LNG commodities. These measures covered,
inter alia, favorable terms for export credits, pro-
vision of collateral for such credits, provision of
insurance facilities for exports, simplification of
export procedures and easing of foreign exchange
regulations relating to exports.

Previously, bank credits for financing of ex-
ports were restricted to activities in collection
and production of goods for exports. Under the
new policy, the scope of activities eligible for
export credit was expanded. Activities under
taken during the interval between the shipment
of export goods and the acceptance of usance
draft or negotiation of sight draft overseas were
also made eligible for export credit. Credits for
financing pre-shipment activities, such as, col-
lecting and producing, carried interest rate of
6% for “weak commodities” and 9% for “strong
commodities”1) in contrast to the existing rate
of 12% on pre-shipment credit. For post-ship-
ment activities, a uniform rate of 6% per an-
num was fixed for all export commodities. 2) In
addition, the share of self financing was reduced
from 30% to 15% of the total financial require-
ments.

To prevent misuse of these facilities,
Bank Indonesia set a penalty rate of 1.5% over
and above the regular rates of credits for
the financing of trade or production. Further,
the interest rate on Bank Indonesia’s refinanc-
ing credits to the respective handling bank was
raised to 8.5% per annum. The cost to han-
dling banks arising from the relaxation of these
credit terms was partly shared by Bank Indone-
sia, either through a lower interest rate on refi-
nancing credits or replenishment in interest cost.
The amount of refinancing availability was re-

II. BANK CREDIT DEVELOPMENT

1) Ministry of Trade and Cooperatives Decree No. 30/KP/I/
82, January 18, 1982; include coffee, palm oil, crude palm
oil and palm kernels, logs, tea and mining products such as
tin, bauxite, nickel and coal.

2) Bank Indonesia Circular Letter No. 14/4/ UKU, January
18, 1982.
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duced from 75% to 60% of the total credit ex-
tended and its interest rate was lowered from
4% to 3% p.a.3)

Since the risk involved in extending export
credit and in receiving payments from abroad
are high, the Government devised insurance
schemes, one relating to export credit guaran-
tee and another to export insurance. Export
credit guarantee is a guarantee provided to han-
dling banks against nonpayment by exporters
while export insurance covered risk to export-
ers against nonapparent from abroad. Unlike
export credit guarantee, export insurance
scheme is optional. In case of loss, under ex-
port insurance scheme, the insurance company
(PT Askrindo) will replenish up to 85% of losses
incurred, and the remainder will be borne by
the exporter.4)

Handling banks were obliged to cover their
export credits by a guarantee with PT Askrindo.
Premium on the guarantee was to be borne
equally by Bank Indonesia and the handling
bank. In case of loss, PT Askrindo would re-
plenish up to 85% of the guaranteed amount
of export credit extended and the balance was
to be shared equally by Bank Indonesia and the
handling bank.

To ensure supply of raw materials, auxiliary goods,
spare-parts and selected capital goods, the Govern-
ment took steps to ease regulations on financing of
imports of such goods. It was decided during the re-
porting year that handling banks could obtain refi-
nance from Bank Indonesia for financing import
guarantee deposits as well as LC balances, while hith-
erto refinancing facility was restricted only to the LC

balances. However, this refinancing credit is available
only for financing imports of commodities under the
listing determined by the Department of Trade and
Cooperatives. 5) The financing of guarantee deposits
for import of commodities not listed above, which
was previously prohibited, were allowed provided such
financing was made out of the owned resources of
handling bank. The amount of import guarantee
deposits was left to the discretion of individual han-
dling bank. 6)

The Government further eased its regulations on
investment credits with a view to boost business of
those availing of such credits. Now Bapindo and
stateowned commercial banks could extend a second
credit to the same customer even though less than
75% of obligation on first credit was repaid. A third
credit could also be extended provided that the first
credit was fully repaid.7)

To encourage development of education, the
Government relaxed terms on investment credits for
construction and repairs of school buildings as also
for financing of equipments in private colleges. The
relaxations are provided only for such credits up to
Rp 200 million, in the form of reduction in the
self-financing requirement to 10% from the pre-
vailing level of 25% for priority projects, and
50% for nonpriority projects of the total credit.
Moreover, maturity period for such credit was
extended to 15 years from the existing period
of 10 years. 8)

In November 1981, it was decided to assist

3) Bank Indonesia Circular Letter No. 14/6/ UKU, February
25, 1982 and Bank Indonesia Circular Letter No. 14/4/
UKU, January 18, 1982.

4) Minister of Finance Decree No. 32/KMK. 011/1982,
Januari 18, 1982.

5) Minister of Trade and Cooperatives Decree
No. 56/KP/III/78, March 2, 1978
Minister of Trade and Cooperatives Decree
No. 165/KP/IX/78, Sept. 20, 1978
Minister of Trade and Cooperatives Decree
No. 95/KP/III/80, March 17, 1978

6) Bank Indonesia Circular Letter No. 14/1/UKU, Septem-
ber 18, 1981

7) Bank Indonesia Circular Letter No. 14/3/UPK, April 20,
1981

8) Bank Indonesia Circular Letter No. 14/3/UKU, Decem-
ber 3, 1981
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teachers by providing bank credits on easy terms
for financing their purchase of motorcycles.
Those eligible for this type of credit must be
permanent teachers employed by public or vo-
cational schools, be aged less than 50 years and
drawing a minimum salary of Rp 70,000.00.
The maximum amount of credit was to be equal
to the value of motorcycles purchased, and the
amount of self-financing being determined on
the ability of each borrower. The interest on this
credit was fixed at 10.5% p.a. with a maximum
maturity of 5 years, and collateral being the
motorcycle purchased. Handling banks were
eligible refinancing credits from Bank Indone-
sia at 3% interest rate up to 80% of the amount
advanced.9)

During the past several years, paddy hullers
and rice mills expanded rapidly and in some
areas even resulted in excess capacity. Facing this
situation, credits extended to these activities
were discontinued, pending review of compa-
nies engaged in this activity. With the comple-
tion of the review, this credit was reintroduced
in June 1981, with priority credits being given
to state enterprises, cooperatives and indigenous
entrepreneurs. The refinancing facility from
Bank Indonesia was made available for this
credit.10)

In an effort to expand KIK and KMKP
credit, the Government eased the regulations
on collateral for KIK and KMKP credits. The
new regulations standardized credit insurance
agreements among handling banks and any ad-
dendum thereto between Bank Indonesia and

PT Askrindo. In addition, KIK, KMKP and
other credits extended to individuals were re-
quired to be insured with PT Askrindo for the
whole amount, with the exception of credits
extended under Presidential Instruction No.
14A of 1980, and credits guaranteed by the Gov-
ernment, such as Bimas scheme for paddy and
secondary crops. In case of credits to corporate
bodies the insurance requirement was imposed
only to KIK and KMKP credits.11)

B. Credit Developments

At end of the reporting year, outstanding of
credits extended by banks totalled Rp 10,783
billion, an increase of 32% (Rp 2,629 billion)
compared with 29% (Rp 1,827 billion) in the
preceding year. This large increase, the highest
in the past three years, attributable mainly from
easing of credit ceilings. The largest portion of
this increase went mainly to trade and manu-
facturing sectors. Outstanding credits extended
by commercial and development banks ad-
vanced by 38% (Rp 2,263 billion) as compared
with that of 35% in the preceding year. Credits
extended by Bank Indonesia were up by 16%
(Rp 366 billion), almost the same as that in the
earlier year, of which the largest amount went
to Bulog for food procurement.

As shown in Table 2.1., bank credits out-
standing to all economic sectors, except min-
ing, went up. Credits to the trade sector ex-
panded substantially by Rp 1,238 billion or by
61%, and bulk of these were for financing wood
and textile exports, fertilizer and insecticide
imports, provision of domestic food (especially

9) Bank Indonesia Circular Letter No. 14/2/Ukk, November
3, 1981

10) Bank Indonesia Circular Letter No. 14/2/UPK, June 17,
1981.
Bank Indonesia Circular Letter No. 14/3/ UPK, June 17,
1981.

11) Bank Indonesia Circular Letter No. 14/3/UKK, February
25, 1982.
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sugar) and for the distribution of essential com-
modities. The expansion of credits in the manu-
facturing sector, by 31% Rp 856 billion), went
mainly to wood processing, textile, basic metal
and pharmaceutical industries. The credits to
the services sector rose by 39% (Rp 198 bil-
lion) which, inter alia, were for financing of sea
transportation. Credits to the agricultural sec-
tor rose by 46% (Rp 282 billion), which largely
went to rubber, smallholder’ sugar cane, palm
oil and for the development of sea fishery. The
declining amount in the mining sector, by 10%
(Rp 176 billion), was mainly due to the repay-
ment of borrowings by Pertamina. As compared
with the preceding year, the share of outstand-
ing credits to trade sector rose from 25% to
30%, whereas it declined from 22% to 15% in
the case of mining sector; in other sectors the

share remained practically the same. Despite its
unchanged share of 33% in total credits, the
manufacturing sector still absorbed the largest
amount of additional credits.

The distribution of bank credits by eco-
nomic sectors is shown in Table 2.2. Working
capital credits outstanding, increased during the
reporting year by 42% to reach Rp 6,832 bil-
lion while investment credits went up by 18%
to Rp 3,951 billion. These credits were mainly
used for financing of trade sector and manufac-
turing sector, their share at the end of reporting
year being 45% and 33%, respectively. Invest-
ment credits went to the mining sector,
manufacturing and services sectors with shares
of 41%, 33% and 11%, respectively.

At end of the reporting year investment cred-
its under BI’s program of 1969, KIK and other
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investment credits, amounted to Rp 884 bil-
lion, Rp 374 billion and Rp 2,693 billion, re-
spectively (Table 2.3). Investment credits un-
der Bank Indonesia’s program of 1969 increased
markedly, by 45% to Rp 884 billion during the
reporting year. It may be noted that the amount
of credits approved under this program
amounted to Rp 1,326 billion or up by 44%.
As shown in Table 2.4 this credit was extended
mainly to services (Rp 367 billion), manufac-
turing (Rp 295 billion) and agricultural (Rp 155
billion) sectors.

KIK credits, though expanding not as fast
as in the preceding year, increased by 50% to
Rp 374 billion outstanding at the end of the
reporting year. The value of applications ap-
proved increased by 56% to Rp 571 billion,
while the number of applications approved rose
by 41% to 176 thousand. This remarkable in-
crease, is conform with expanding activities of
small entrepreneurs and improved coordination
among institutions in charge of promoting in-
digenous entrepreneurs.

Efforts to enhance small businesses were also
carried out through the cooperation of
international institutions, like the World Bank,
European Economic Community, and foreign
governments, such as the Netherlands, Australia,
and the Federal Republic of Germany. During
the reporting year, the World Bank extended loan
of $ 106 million, of which the largest portion was
utilized to expend bank credits under KIK scheme.
Aids received from the Governments of the
Netherlands and Australia, amounting $ 1.1
million and $ 2.2 million, respectively, were
intended to support the program for promoting
small scale business in Jabotabek (covering the
areas of Jakarta, Bogor, Tangerang and Bekasi),
Central Jawa, Yogyakarta, North Sumatra and
West Sumatra.

During the reporting year, other investment
credits increased by Rp 210 billion or up by
8% as compared with 6% in the preceding year.
Of this increase as much as Rp 179 billion was
accounted for by credits extended to PT
Krakatau Steel.

In addition to KIK, credits especially desig-
nated for the economically weak groups include
KMKP (Permanent Working Capital Credits),
Midi credits and Pasar Inpres credits. KMKP
continued to record substantial increase, its
outstandings expanded by 83% to Rp 704 bil-
lion at end of the reporting year. Total value of
KMKP approvals went up by 80% to Rp 1,178
billion and number of applications approved
rose by 36% to 1,298 thousand. The expansion
of KMKP, similar to that of KIK, is consistent
with the advance achieved by the economically
weak groups and the improved coordination
among institutions involved.

Midi credits, introduced in July 1980, re-
corded a rapid growth, reaching Rp 28 billion
at the end of the reporting year. This type of
credit was funded by Bank Indonesia and dur-
ing the reporting year the amount allotted
reached Rp 10 billion.

Credits to regional governments for the con-
struction of market places, introduced in 1976/
77, commonly known as Pasar Inpres credits,
continued to increase. During the reporting
year, these credits rose by 38% to reach Rp 66
billion.

In order to improve the conditions of eco-
nomically weak groups and raise the income of
villagers, Bank Rakyat Indonesia (BRI) since
1974/75 has been designated to provide Mini
credits. The funds for these credits are derived
from the APBN (Government Budget). Dur-
ing 1981/82 Mini credits outstandings rose by
39% to reach Rp 57 billion. The funds allotted
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during the reporting year were Rp 17.5 billion.
Besides credits mentioned above there are

other small credits, namely credits for petty trad-
ers (Kredit Candak Kulak, abbreviated to KCK)
and house ownership credits (Kredit Pemilikan
Rumah, abbreviated to KPR). KCK was aimed
at assisting petty traders in market places and
low income groups was granted by cooperative
units (KUDs). During 1981/82 outstandings
under this credit rose by 51% to Rp 92 billion,
and the number of KUDs increased by 621 units
to 3,621 units at end of the reporting year.

To assist the low and middle income groups,
the Government designated State Savings Bank

(Bank Tabungan Negara, abbreviated to BTN)
and PT Pagan Sejahtera as agents in channeling
KPR. During the reporting year KPR channeled
through BTN registered a remarkable growth;
the amount increased by Rp 137 billion or
156% to Rp 224 billion, and number of cus-
tomers by 150% to 84 thousand. The amount
of KPR channeled through PT Papan Sejahtera
also went up, by Rp 2.7 billion to Rp 2.9 bil-
lion. It may be noted that KPR channeled
through BTN was funded by the government
budget and the banking system, the latter of
which allotted Rp 178 billion during the re-
porting year.
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Previous measures on mobilization of funds
comprising institutional development, encour-
agement of savings habit and provision of in-
centives were continued during the reporting
year. In addition, the Government established
a Committee for Directives on Bond Issues
(Panitia Pengarah Kebijakan Penerbitan
Obligasi), with the task of formulating policy
on supervision and issuance of bonds. Further-
more, the Government designated Bank Negara
Indonesia (BNI) 1946 and Bank Bumi Daya
(BBD) as guarantors, and Bank Pembangunan
Indonesia (Bapindo) as a trustee in the issuance
of bonds.

In a further effort to promote the develop-
ment of capital market, the Government ex-
tended the period of availability of transactions
in securities. To enhance Tabanas savings, the
number of banks participating in that scheme
was enlarged and services provided to savers were
improved. Furthermore, savings drive, particu-
larly among youths, was continually launched.

A. Savings

1. Time deposits

Time deposits, consisting of Inpres 1968
time deposits, other rupiah time deposits and
foreign exchange deposits, indicated a signifi-
cant role in the mobilizing funds in the com-
munity resources in the reporting year. Total
time deposits reached Rp 1,761 billion or up
by 36% as compared with only 19% in the pre-
ceding year (Table 3.1). A substantial increase
was recorded by other rupiah deposits and for-

eign exchange deposits. Inpres time deposits
continued to show an increase but at a lower
rate and consequently their share to total time
deposits declined from 58% in 1980/81 to 47%
in 1981/ 82. This was mainly brought about by
the less attractive rate of interest, offered on such
deposits compared with that of other rupiah
time deposits, in addition to availability of al-
ternative investment opportunities such as se-
curities in the capital market. As shown in Table
3.2., interest rates on Inpres time deposits re-
mained unchanged since January 1, 1978.

a. Impres time deposits

At the end of the reporting year, Inpres time
deposits amounted to Rp 831 billion or up by
10% as compared with only 4% in 1980/81.
Time deposits of a 24-month and 12-month
maturity increased by 12% and 18%, respec-
tively, while those of a 6-month maturity
dropped substantially, by as much as 60%. It
may be noted that time deposits of a 24-month
maturity constituted 93% of total Inpres time
deposits. In the reporting year, the Government
continued to provide interest subsidy on Inpres
time deposits of a 24-month maturity, namely
4.5% on those carrying deposit rate of 15% and
1.5% on those of 12% p.a. (Table 3.2.). In
1981/82 subsidy paid to banks accepting Inpress
time deposits amounted Rp 11 billion as com-
pared with Rp 12 billion in the preceding year.
The payment of such subsidy was considered
necessary because interest rates on loans charged
by these banks were generally lower than those
of time deposits of a 24 month maturity.

III. MOBILIZATION OF FUNDS
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b. Other time deposits

The other rupiah time deposits were mainly
accepted by private national banks, foreign
banks and local development banks. In 1981/
82, such deposits reached Rp 703 billion, an
increase of 70%, almost the same rise as that in
the previous year. This significant growth was,
among others, due to more attractive interest
rates offered by these handling banks (Table
3.4).

A rapid increase was also recorded in the for-
eign exchange deposits, which rose by 82% to Rp
227 billion at end of March 1982. The rise was in
response to relatively attractive rates of interest of-
fered by accepting banks, especially on time de-
posits of less than the 6-month maturity.

2. Savings deposits

Savings deposits, consisting of Tabanas,
Taska and Savings for Haj pilgrimage
(ONH) and other savings deposits, showed
an impressive increase. Such development
was reflected by the continuous growth in
the amount of savings as well as the num-
ber of depositors. During 1981/82, the
Government continued to inculcate sav-
ings habits, especially among the youth, in
addition to providing better services to
savers. Besides, the Government allowed a
large number of private national commer-
cial and regional development banks par-
ticipating in Tabanas and Taska savings
schemes.
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a. Tabunas and Taska

In line with the efforts to develop savings
habits among youths, particularly scouts, a spe-
cial Tabanas called Tabanas National Jambore
(Jamnas) 1981, was introduced during the re-
porting year. This special Tabanas was collected
from all participants of the 1981 Jamnas. This
special saving account is allowed to be with-
drawn eventhough the first deposit is kept in a
bank for less than one month. It could also be
transferred to ordinary Tabanas or Tappelpram

(Savings for youths, students and scouts) in
the same banks or in banks where depositors
resided and interest could be paid or entered in
the balance at the time of transfer.1) During the
reporting year, a single point service system and
computerized operation of Tabanas were intro-
duced.2)  The number of banks participating in
Tabanas and Taska schemes was increased by 8,

1) Bank Indonesia Circular Letter No. 14/1/ UPUM June 24,
1981.

2) Bank Indonesia Circular Letter No. 14/2/ UPON, Decem-
ber 1, 1981,
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consisting of 3 local development banks and 5
private national banks, bringing the total num-
ber of participating banks to 37, consisting of 6
state banks, 11 local development banks and
20 private national banks.

In the reporting year, Tabanas savings con-
tinued to show an increase, although at a lower
rate than in the previous year. Tabanas savings
and the number of its depositors rose by 24%
to Rp 400 billion and 6% to 9,590 thousand
depositors, respectively (Table 3.5). In this
amount is included Tappelpram and Employee’s
Tabanas. The amount of Tappelpram rose by
49% to Rp 1.8 billion and the number of de-
positors by 5% to Rp 1,019 thousand. The
amount of Employee’s Tabanas rose by 30% to
Rp 17.5 billion as compared with 41% in the
preceding year and number of its depositors
reached 938 thousand, an increase of 4% com-
pared with 6% in the previous year.

The balances under Taska and the number
of its depositors, which hardly advanced dur-
ing the past few years, showed an impressive
growth during the reporting year. The balance
rose by 71% to Rp 227 million and the num-
ber of depositors by 198% to 17,002 deposi-
tors. This performance was closely related to
promotional efforts for Taska Scheme.

b. Haj Pilgrimage Expenses (ONl-1) Savings
Deposits

In the reporting year ONH cost of pilgrim-
age was raised by 23% to Rp 1,943 thousand
per person. 3) Total amount of ONH savings
reached Rp 119 billion, an increase of 7% com-
pared with that of the previous year. However,

the number of Haj Pilgrims declined by 11%
to 62,296, due among others, to the rise in the
cost of pilgrimage. As in the preceding years,
banks designated to collect ONH savings were
Bank Negara Indonesia 1946, Bank Rakyat In-
donesia and for the Irian Jaya province, Bank
Ekspor Impor Indonesia.

B. Money Market

1. Interbank funds

During the past few years, transactions in

3) Presidential Decree No. 3, March 4, 198.
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Jakarta’s interbank money market have expanded
rapidly. In 1981/82 the average volume of trans-
actions worked out to Rp 307 billion per month
or an increase by 121% as compared with only
2% in the preceding year (Table 3.6.). This sharp
rise was, among others, attributable to expansion
of banking activities induced in part by the rise of
international interest rates. Similar to the preced-
ing year, money market transactions were mainly
conducted between state banks as lenders and
foreign banks as borrowers. Besides interbank
money market transactions, there were also call
money transactions between banks and nonbank
financial institutions (NBFIs), and among NBFIs.

2. Certificates of Deposits (CDs)

The CDs were issued by state banks and
foreign banks. After showing a substantial
increase in 1980/81, CDs declined by 10%
to Rp 74 billion at end of 1981/82 (Table
3.7.), which was caused, among others, by
the availability of more attractive invest-
ments, such as shares and certificates of
shares. The decline was recorded by state
banks and foreign banks and the share of
70% accounted for by banks and 30% by
foreign banks in total CDs remained un-
changed.
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3. Non-Bank Financial Institution (NBFI)
papers

Short term securities, mainly promissory
notes, issued by NBFIs continued to increase.
The securities issued rose by 38% and reached
Rp 364 billion at end of the reporting year. This
expansion was mainly attributable to increased
investments in securities, mainly by regional
development banks.

h. Capital Market

One of the objectives of the establishment
of capital market is to increase the public par-
ticipation in long-term investment in shares and
bonds issued by companies. To support the
achievement of this objective, the Government
established a Committee for Directives on Bond
Issues and designated Bapindo as Trustee 4) and
BNI 1946 and BBD as Guarantors5), in addi-
tion to the extension of the period of tax relief
for trading the securities. This Committee was
assigned to improve and control the issuance of
bonds carried out by companies, among oth-
ers, by collecting, studying and analyzing and
formulating policy measures concerning super-
vision over issuance and trading in bonds.6)

As reported earlier, in an effort to foster the
developments of capital market, in 1976 the
Government granted tax reliefs and other con-
cessions to companies selling their stocks in
bourse, as well as to individuals purchasing
stocks, and to broker and commission agents
trading stocks in the capital market. These con-
cessions, commencing January 1, 1977, were

granted for a period of five years, and in the
reporting year its availability was extended till
March 31, 1984.7)

The concessions granted to companies were
in the form of reliefs on corporate tax, exemp-
tion from tax and stamp duties on capital gains
resulting from capital revaluation. For individu-
als, the concessions were in the form of exemp-
tion from fiscal investigation on money used to
purchase stocks and certificates of capital par-
ticipation for the amount up to Rp 10 million.
In addition, income tax and tax on interest, divi-
dend and royalty (PBDR) on sales of shares and
other securities were exempted. Furthermore,
the funds invested in such securities were also
exempted from property tax. The concessions
granted to brokers and commission agents were
in the form of exemption from sales tax levied
on sales and purchases of securities in the capi-
tal market.

In line with the above efforts, activities of
the capital markets continued to show an im-
pressive growth, as reflected in the number of
companies placing their stocks in the capital
market. By the end of the reporting year the
number of such companies were 10 compared
with 6 in 1980/1981 and only 4 in 1979/1980.
The four companies placing their stocks-in the
capital market during the reporting year were
engaged in production of pharmaceutical and
consumer goods. The number of stocks placed
by these companies was 15,242 thousand with
a value of RP 38.9 billion. Up to the end the
reporting year, the number of stocks sold in the
capital market amounted to 29,830 thousand
with a value of Rp 76 billion.

4) Minister Finance Decree No. 461/KMK. 011/1981, Au-
gust 5, 1981.

5) Minister Finance Decree No. 462/KMK.O11/ 1981 and
No. 463/KMK.011.1981, August 5, 1981.

6) Minister of Finance Decree No. 183/KMK. 011/1981, April
1, 1681.

7 ) Minister of Finance Decree No. 65/KMK. 04/1982, Feb-
ruary 3, 1983,



30

The number of stocks traded in the second-
ary market showed a remarkable increase, i.e.
from 2,080 thousand stocks in 1980/81 to
3,234 thousand in 1981/82. This growth was
closely related to the rise in the number of stocks
issued and the larger public participation in the
capital market.

As already known, besides stocks traded in
the capital market, PT Danareksa also issued
certificates, consisting of share certificates and
certificates of funds. Share certificates is issued
on the basis of companies shares held by PT
Danareksa. Certificate of fund is issued on the
basis of certain assets set aside by PT Danareksa.

By the end of 1980/81 PT Danareksa issued
share certificates of two companies, one cement
company and one cigarette company, and one
certificate of funds general unit series A. In the

reporting year, PT Danareksa issued 787 thou-
sand of share certificates of a company produc-
ing consumer goods, and 1,500 thousand of
certificates of funds general unit series B. At end
of the reporting year, the total number of share
certificates of 3 companies and PT Danareksa
certificate of funds was 4,360 thousand with a
value of Rp 41.7 billion.

It may be added that during the reporting year,
PT Danareksa sold 849 thousand share certifi-
cates and repurchased 153 thousand, resulting in
an increase of 696 thousand share certificates held
by the public with a value of Rp 4.4 billion. By
the end of the reporting year, outstanding share
certificates held by the public amounted to 1,102
thousand with a value of Rp 8.2 billion and cer-
tificate of funds sold were 2,870 thousand with a
value of Rp 28.7 billion.
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A. Banking

1. Policy on banking supervision

Measures relating to banking supervision un-
dertaken during the reporting year were de-
signed to encourage mainly the role of national
private banks. This measure included relaxations
of requirements for establishment of branches
and subbranches, and for upgrading their
branches to the status of branches dealing in
foreign exchange. In addition, measures adopted
in previous years, especially those relating to
upgrading of local development banks through
provision of technical assistance, training of
their personnel, strengthening of capital base,
and expanding local clearing facilities so as to
accelerate transactions through the banking sys-
tem were continued.

In order to cope up with growing demand for
banking services, primarily in the local areas, the
general requirement for establishment of branches
by national private banks was softened1). Now
banks were permitted to establish branches, pro-
vided their performance during at least the last
two years was considered as “sound”, or “fairly
sound” over a period of last four years. The banks
establishing branches or subbranches were required
to increase their paid-up capital equivalent to the
amount needed for providing building and equip-
ment, as also the estimated loss which the respec-
tive branch might suffer. However, the total num-
ber of branches of a bank and their distribution
was limited by the factors such as national cover-

age, merger, indigenous ownership and degree of
promoting indigenous customers. The foreign
exchange banks, and non-foreign exchange banks
which never merged but ranked among the first
ten in terms of the volume of business were con-
sidered as having national coverage. 2) Such banks
were permitted to open branches throughout In-
donesia. However, their distribution was fixed pro-
portionately as between Jawa and outside of Jawa.
Banks outside this category could only open
branches in the provinces in which their main
office were located. By this measure, the banks
establish branches at regencies rather than at the
capital city of province. Further, a bank was per-
mitted to establish more branches if it was ever
involved in merger, classified as indigenous bank
and has promoted indigenous clientele.

The regulations regarding the requirements for
establishing subbranches were also relaxed. These re-
quirements are relatively simpler than those for estab-
lishing a branch particularly with respect to paid-up
capital, and management and staff personnel. It was
stipulated that additional paid-up capital should be
just equivalent to that required for providing build-
ing and equipment. Banks were permitted to estab-
lish only one subbranch office for any main office of
branch office in one clearing area.

To promote international transactions, the require-
ments for banks for dealing in foreign exchange trans-
actions in outlying regions were made less rigid, espe-
cially those relating to degree of soundness, paid-up
capital and merger involvement.3) Under the new regu-
lations, national private foreign exchange banks could

IV. BANKING AND OTHER FINANCIAL INSTITUTIONS

1) Bank Indonesia Circular Letter No. 14/25/UPPB, Febru-
ary 9, 1982.

2) “The first ten” was applied to national private banks of which
the volume of activities ranked among the first ten.

3) Bank Indonesia Circular Letter No. 14/26/UPPB tgl. 10
Februari 1982.
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promote their branches to those dealing in foreign
exchange transactions provided the bank in question
was considered as “fairly sound” on the basis of its
performance, at least during the past three years. Be-
sides, a bank requesting promotion of its branch to
the level of foreign exchange branch for the first time
and is not able to comply with the paid-up capital
requirement of at least Rp 6 billion can upgrade its
branch, provided it increases the paid-up capital to
twice the value of its network and offers the addi-
tional capital to Bank Indonesia. In case capital of the
bank has not reached Rp 6 billion, even after includ-
ing the additional capital, then for promoting its next
branch the bank was required to increase its own capi-
tal by Rp 500 million over and above the estimated
capital required for that branch. The bank in ques-
tion was also required to offer to Bank Indonesia 50%
of total additional capital so determined. Other re-
quirements stipulated earlier still continued to be valid.
Essentially these requirements are: (1) that the for-
eign exchange bank be classified as indigenous owned,
(2) has already and is ready to offer its shares to pub-
lic, (3) has office operating at least in 4 provinces with
at least two of them being located outside Jawa, (4)
has been in operation for at least 6 months after get-
ting the permit. According to earlier regulations the
bank promoting branch office to that dealing in for-
eign exchange was permitted provided it had done
merger with 6 banks having branches or with 7 banks
having no branches. This regulation was relaxed so
that the bank itself had the opportunity of promot-
ing its branch to the one dealing in foreign exchange
provided it had merged with other banks. Where
merger was completed prior to September 1977, the
total number of branches which could be promoted
to the levels of foreign exchange branches would be
equal to total number of banks merging with the
bank in question. In case merger was completed
after September 1977 then the total number of
branches which may be promoted to the one

dealing in foreign exchange could be double the
number of merging banks.

The national private banks still had the op-
portunity for merger, although the time limit
for availing of tax relief offered to such merging
banks, provided their request was made before
June 30, 1981 and the merger was executed
before December 31, 1981 had expired. Dur-
ing the reporting year, 8 banks were merged, so
by the end of March 1982, there were 90 banks.

In order to expand and accelerate the flow
of deposits, the regulations on clearing system
were finalized. Till September 1981, the clear-
ing was done locally by Bank Indonesia and
participation in clearing was restricted only to
banks at a clearing area. Subsequently Bank In-
donesia revised regulations regarding clearing.
The new regulations made distinction between
local clearing and interregional clearing. 4) Fur-
ther at a place where Bank Indonesia does not
have its office, the clearing will be led by a bank
approved by Bank Indonesia. The bank so ap-
proved will submit weekly report relating to
clearing statistics and send it along with the
weekly liquidity report to the office of Bank
Indonesia, designated as a supervisor for that
clearing area. In addition, subbranches of com-
mercial and development banks were permit-
ted to participate in local clearing but only as
indirect participants.

As mentioned earlier, policy for promotion
of local development banks through provision
of technical assistance, training of personnel and
strengthening of capital base was continued.

In 1981/82 technical assistance and train-
ing of personnel were provided to 8 banks, rais-
ing the number or banks receiving such assis-

4) Bank Indonesia Circular Letter No. 14/8/UPPB, Septem-
ber 10, 1981.
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tance to 19 by the end of 1981/82. Technical
assistance covers organization, management,
personnel, credit extension and funds mobili-
zation, research, accounting, planning, report-
ing and supervision system. In implementation
of this program, Bapindo was designated to
provide training in accounting and reporting
system, and PT Uppindo for training in per-
sonnel, accounting and auditing. To strengthen
the capital base of local development banks hav-
ing paid-up capital of less than Rp 500 million,
the Government made funds amounting to Rp
4.5 billion. These funds were given as soft loans
to the provincial administrations for their par-
ticipation in capital base of local development
banks.

As is known, Keppres 14A-1980 regulates
execution of contracts and purchase of goods
financed by the Government Budget (APBN),
under which the contractors are required to sub-
mit guarantees from designated banks and other
financial institutions. Till the end .of reporting
year, the number of banks designated to issue
guarantees were 84,5) comprising 6 state banks,
24 local development banks, and 54 national
private banks.

In order to assist the indigenous companies
having potential for expanding their activities
.but were short of capital, Bank Indonesia dur-
ing the reporting year allowed banks to partici-
pate in the capital base of these companies. The
capital participation by state banks is tempo-
rary and was not to exceed 8 years. The amount
of capital participation was to be based on con-
siderations of real capital needs and maintain-
ing a balance between owned capital and bor-
rowed capital. This capital participation was to

be restricted to the indigenous companies hav-
ing limited liability and providing opportuni-
ties for employment, production of export
goods, and production of essential items.

2. Banking development

The number of commercial banks was 87 at
the end of 1981/82. Because of merger of 8
banks, in the reporting year the number of na-
tional private commercial banks was reduced
from 75 to 71. The number of state commer-
cial banks and foreign owned banks (including
one joint venture bank) remained unchanged,
at 5 and 11, respectively. The number of offices
of commercial banks rose from 1,015 to 1,030
as a result of the establishment of 9 branches
and 1 subbranch of state bank and 2 branch
and 2 subbranches of national private banks.

The number of development banks re-
mained at 28, comprising 1 state development
bank (Bapindo), 26 local development banks
and 1 private development bank. The number
of offices of local developments in the report-
ing year increased from 178 to 194 following
establishment of offices by 16 local development
banks. In the reporting year, a private local de-
velopment bank was allowed to be established
in East Timor.

At the end of the reporting year, the num-
ber of savings banks remained unchanged at 3,
consisting of 1 state savings bank and 2 private
savings banks. The number of their offices in-
creased from 10 to 14 as a result of the estab-
lishment of 4 branches by state savings banks.

The number of village banks, paddy banks,
petty traders banks, employees’ banks and other
rural banks, declined from 5,833 to 5,801
banks, after licences of 52 paddy banks and 1
village banks were revoked and the number of

5). Minister of Finance Decree No. .59/KMK. 011/1982, Janu-
ary 30, 1982.
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petty traders banks increased by 10 and village
banks by 11.

The number of foreign banks remained un-
changed at 11 as also their offices at 20. In the
reporting year, 8 more representative offices of
foreign banks were established raising their
number to 59.

The activities of deposit money banks, as
reflected in the growth of their total assets, funds
and loans extended, were encouraging. Total
assets rose by 31% to reach Rp 13,637 billion
and funds mobilized rose by 27% to Rp 8,990
billion, compared with increases of 35% and
37%, respectively, in the preceding year. The
shares of national private banks and foreign
banks in total assets and total funds also rose,
whereas that of state banks and local develop-
ment banks declined (Tabel 4.1.).

Total loans extended by the deposit money
banks in the reporting year rose by 40% to reach
Rp 8,050 billion as compared to the growth of
32% in the previous year. The shares of national
private banks and local development banks in
the volume of loans extended showed an in-
crease.

During the reporting year, the amount of
total liquid assets of all banks declined from

25% to 22% of current liabilities (Table 4.6).
This was consistent with larger increase in loans
extended compared to the funds mobilized.
However, liquid assets of local development
banks in percentage terms remained the high-
est at 51%. This high liquidity was closely re-
lated to the fact that funds deposited with local
development banks were owned mostly by gov-
ernment and subject to large withdrawals at any
time. (Table 4.5 and Table 4.6).

B. Other Financial Institutions

1. Non Bank Financial Institutions (LKBB)

Efforts to promote and expand activities of
nonbank financial institutions were continued.
To encourage the economic and financial co-
operation among ASEAN countries, PT Sarana
Bersama Pembiayaan Indonesia (PT SBPI) was
established in June 1981 to provide a channel
for shareholders of ASEAN Finance Coopera-
tion ltd. (AFC) in Indonesia. The other share-
holders of AFC are financial institutions of four
ASEAN countries. Shares of PT SBPI are owned
50% by state banks and 50% by national pri-
vate banks. The purpose of establishing AFC is
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to mobilize resources from ASEAN as well as
other countries contributed by government and
private sectors and use them to the benefits of
ASEAN countries by financing regional
projects.

By the establishment of PT SBPI, the num-
ber of LKBB rose to 14, consisting of 9 invest-
ment finance 3 development finance, and 2
other finance companies (including 1 housing
finance company). The major activities of de-
velopment finance companies are mainly to ex-
tend medium and long-term credits and to un-
dertake participation in the capital of compa-
nies. The major activities of investment finance
company are mainly to act as brokers in the is-
suance of financial papers as also to act as un-
derwriters. Besides, under certain conditions,
investment finance company could issue com-
mercial papers and undertake activities of fi-
nancial broker and commissioner. The functions
of housing finance companies are mainly to
extend loans for house ownership to medium
income groups.

In order to encourage investments by non-
bank financial institutions in business compa-
nies, Bank Indonesia continued to provide re-
discount facilities. During the reporting year,
the amount of rediscount on sales and repur-
chases by LKBB amounted to Rp 143 billion
and Rp 135 billion reflecting a growth of 174%
and 203%, respectively, over the preceding year.
The validity period of six months for rediscount
facility could under certain circumstances be
extended by another six months.

The medium-and long-term credit as also
capital participation activities of LKBB regis-
tered progress in the reporting year. In 1981/82
credit extended increased by 56% to reach Rp
56 billion, mostly investment in the manufac-
turing sector (74%). Although capital partici-

pation was relatively small, it nevertheless in-
creased. In reporting year, capital participation
increased by 49% to reach Rp 11.3 billion. This
was closely related to the policy of the previous
year, which increased the ceiling for capital par-
ticipation by development finance company
from a maximum of 25% to 50% of paid-up
capital, whereas the ceiling for investment fi-
nance company remained unchanged at 25%.
Capital participation was undertaken in the
capital of PMDN and PMA companies.

Efforts to promote the development of
nonbank financial institutions since it was
first established several years ago have shown
encouraging results which provides environ-
ment for its further development. During the
reporting year, assets of nonbank financial
institutions increased by 33% to reach Rp
611 billion. Funds other than their owned
capital rose by 33% to reach Rp 543 billion.
Their investment increased also by 33% to
reach Rp 580 billion at the end of 1981/82.
Nearly 82% of the investment was under-
taken by investment finance companies in the
form of financial papers. Investment by de-
velopment finance companies was made in
the form of financial papers, medium and
long-term credits as also capital participation
(Table 4.7 and Table 4.8).

2. Pawnshop

The purpose of establishing a pawnshop
is to meet cash needs of the low income
groups. During the year legal status of pawn-
shop was changed from government agency
(Jawatan Pegadaian) to government compa-
nies (Perusahaan Jawatan Pegadaian or
Perjan) under the supervision of Department
of Finance.6) The maximum amount of a
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credit which could be granted by this insti-
tution was Rp 100,000.00 carrying interest
rate of 3% - 4% a month for a period of 4-6
months.

In 1981, the number of pawnshop offices
increased by 13 to 463 offices. The amount dis-
bursed reached Rp 156 billion and its repay-
ment amounted Rp 144 billion, an increase of
42% and 40%, respectively. Loans outstanding
rose by Rp 12 billion to reach Rp 42 billion at
the end of 1981 (Table 4.2).

3. Insurance companies

Since the past several years, insurance activ-
ity has been encouraged to grow on sound busi-
ness lines, and its role in resource financing de-
velopment has been continually promoted.
There were 75 insurance companies in Indone-
sia, which comprised life insurance, social in-
surance, indemnity insurance and reinsurance
companies.

Progress recorded by the insurance sector over the
last several years has been remarkable both in terms of

the funds mobilized and investments made. The
amount of insurance premia collected in 1980 in-
creased by 26% to reach Rp 337 billion (Table 4.3),
reflecting growth in use of insurance services. In the
same year investment increased also by 26% to reach
Rp 293 billion, but bulk of the investment was in the
form of time deposits in banks and short-term com-
mercial papers.

Funds mobilized by life insurance compa-
nies till the end of 1980 were Rp 85 billion,
recording a growth of 29% over the year. Their
investment increased by 46% to reach Rp 60
billion. It may be noted that life insurance com-
panies are required to keep solvency margins
which at any time should be larger or at least
equal to 1 % of premium of preceding year with
the minimum of Rp 10 million.7)

In order to encourage the development of
social insurance, the legal status of Perum AK
Jasa Rahardja and Perum Taspen was changed
to be Persero.8) In 1981/82, funds mobilized by
social insurance companies, increased by 43%

6) Presidential Decree No. 51 of 1981, November 11, 1981.

7) Minister of Finance Decree No. 436/KMK.O11/1979,
August 4, 1979.

8) Government Regulations No. 3a, November 6, 1980 and
No. 26, July 30, 1981.
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to reach Rp 166 billion, and their investment
rose by 40% to reach Rp 178 billion.

In reporting year, the government issued
regulations to strengthen paid-up capital of in-
demnity insurance companies. It was decided
that an indemnity insurance company should
increase its paid-up capital to reach at least Rp
500 million. A period of four years was pro-
vided for fulfilling this requirement and by
December 31, 1985, at the latest that capital
must be fully paid-up.9 ) In line with the increase
in paid-up capital, mandatory deposits were
raised to 20% of paid-up capital. In the case of
indemnity insurance of joint venture compa-
nies, whose shares were mostly held by foreign-
ers, the mandatory deposits was fixed at $
200,000.00. In addition, beginning October
1981 newly established indemnity insurance
companies in Jakarta should have paid-up capi-
tal of at least of Rp 1.5 billion and mandatory

deposits up to 20% of paid-up capital.10) Till
the end of 1980, the total funds and investment
of indemnity companies remained unchanged
from the preceding year’s level.

The role of PT Askrindo, over the years, emerged
as an important company in the insurance sector. As
a part of Government strategy to encourage nonoil
exports, PT Askrindo since January 1982 has been
providing export insurance and guarantee for export
credit. The guarantee was designed to cover risk faced
by bank in extension of export credit. The premium
for this guarantee is linked to the period of export
credit, namely 0.50% of total insured for period up
to 6 months, 0.75% for period 6 up to 9 months and
1% for 9 up to 12 months. The amount of compen-
sation for loss was fixed up to a maximum of 85% of
total approved loan and the remainder was shared
equally by Bank Indonesia and the handling bank.
The insurance for export is designed to cover risk for
default in payment by importer abroad to the ex-
porter in Indonesia. The premium is fixed at the mini-
mum of 0.2% and maximum of 4% of the value of
export as recorded in export document. The
amount of compensation guaranteed by PT

9) Minister of Finance Decree No. 433/KMK.011/1981 July
14, 1981.

10) Minister of Finance Decree No. 611/KMK. 011/1981 Oct.
21, 1981.
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Askrindo was limited up to 85% of total loss,
whereas the remainder was to be borne by ex-
porter.

In 1981 the total premium collected by PT
Askrindo was Rp 18.7 billion, comprising Rp
6.7 billion on account of KIK, Rp 11.3 billion
on account of KMKP and Rp 0.7 billion on
account of other working capital credits. The
amount insured were Rp 663.1 billion and con-
sisted of insurance for KIK amounting to Rp
214.6 billion, insurance for KMKP amounting
to Rp 379.4 billion and insurance for other
working capital credits amounting to Rp 69.1
billion.

Besides PT Askrindo, there was another
company involved in indemnity insurance,
namely, Institute for Insurance of Cooperation
Credit (Lembaga Jaminan Kredit Koperasi or
abbreviated LJKK). This institution insured
specially the repayment of credits extended by
banks to cooperatives, mainly, Village Coopera-
tive Units (KUDs). During 1981 the amount
of credit insured by LJKK was Rp 54 billion

for 4,194 cooperatives for the loans they received
from banks amounting to Rp 140 billion. From
1971 till the end of December 1981 insurance
on such credits amounted to Rp 111 billion for
50,262 cooperatives bank loans of Rp 660 bil-
lion.

To encourage cooperative activities, the Gov-
ernment by the end of 1981 established a com-
pany, namely, Public Enterprise on Financial
Development of Cooperatives (Perusahaan
Umum Pengembangan Keuangan Koperasi),11)

The major objective of this company is to pro-
vide guarantee to the cooperative on credit ex-
tended by bank or other institutions, and to
assist in development of cooperatives in such
areas as financing, management, consultancy,
and to prepare feasibility studies. With the es-
tablishment of this company the LJKK estab-
lished in 1970 was dissolved and merged with
Perum Pengembangan Keuangan Koperasi.

11) Government Regulation No. 51, December 23, 198.
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A. General

The balanced budget policy of keeping re-
ceipts and expenditures balanced, continued to
be pursued during the reporting year. In line
with the efforts to increase government revenues
and improve the climate for business activities,
changes in administrations, adjustments in some
tax rates and tax concessions were effected,
which were expected to enhance discipline in
tax compliance. Regarding expenditures, the
policy was directed towards austerity in routine
expenditures so as to increase public savings and
better management and control of development

expenditures.
The budgeted revenues and expenditures for

the fiscal year 1981/1982 were balanced at Rp
13,900 billion, at which level both were higher
by Rp 2,179 billion or by 19% than the pre-
ceding year. The actual revenues and expendi-
tures were slightly higher than .budgeted, i.e.
Rp 13,922 and Rp 13,918 billion, respectively,
(Table 5.1.). With the price inflation of 9.8%
in 1981/82, revenues and expenditures rose both
by only 9% in real terms as compared with 29%
in the preceding year. The modest increase was
related to the reduced rate of domestic receipts
from corporate tax on oil.

V. GOVERNMENT FINANCE
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The budget for 1982/83 which was balanced
at Rp 15,607 billion, or an increase of 12% from
actuals during the preceding year, reflected lim-
ited capacity of the government to raise re-
sources. Domestic revenues were expected to
reach Rp 13,756 billion or 88% of total rev-
enues, while routine expenditures would
amount to Rp 7,001 billion or 45% of total
expenditures. Despite the fact that the budgeted
outlay was increased by only 12% over the
amount in the preceding year, the development
expenditure was budgeted 24% higher than the
preceding year. This was expected to be achieved
through restraining routine expenditures, espe-
cially oil subsidies. Development expenditure
of Rp 8,606 billion was expected to be financed
by public savings of Rp 6,755 billion and for-
eign aid Rp 1,851 billion.

B. Government Revenues

The continued world recession during 1981/
82, and the sluggish demand for oil in the in-
ternational market were the main factors which
affected the development of government rev-
enues emanating especially from corporate tax
on oil and export tax. Revenues from corporate
tax on oil showed a significantly reduced rate
of increase. However, its share in total domes-
tic revenues rose to 71% from 69% in the pre-
ceding year mainly because other items in do-
mestic revenues did not increase appreciably.

In view of the above developments, the Gov-
ernment launched a series of measures1) to pro-
mote non-oil (non-oil and non-gas) exports,
which is expected to raise government revenues.
In addition, efforts were intensified to improve

tax compliance so as to increase government
revenues. The above policy was carried out by
adjustment in tax rates such as income tax, with-
holding tax and import duties.

Domestic revenues, which constituted the
largest part of government revenues amounted
to Rp 12,213 billion, an increase by 19% over
the preceding year. These revenues consisted of
direct taxes, indirect taxes, and non-tax receipts,
the share of which was 83%, 14% and 3%, re-
spectively, in total domestic revenues during the
reporting year. Development receipts which
emanated from foreign aid, increased by 14%
as compared with 8% in the preceding year.

Following an increase of 60% in the preced-
ing year, direct taxes revenues registered an in-
crease of only 23% and amounted to Rp 10,100
billion in 1981/82. This increase resulted from
receipts on corporate tax on oil despite the fact
that such receipts decelerated to 23% from the
growth rate of 65% in the preceding year.
Non-oil direct tax receipts comprising income
tax, corporate tax, withholding tax, land tax and
other direct taxes rose by 22% as compared with
39% in the preceding year. The lower rate of
increase in 1981/82 were due to slower rate of
economic growth.

In the reporting year, the Government raised
again the limit of nontaxable income (income
on which no tax was imposed) by 25%.2) The
limit of an individual and spouse was increased
from Rp 240 thousand to Rp 300 thousand and
of each children from Rp 120 thousand to Rp
150 thousand, whereas the rate was allowed to
remain unchanged. The lowest rate of tax was
still 5%, applicable to the taxable income of less
than Rp 240 thousand and the highest was 50%

1) Government Regulation No. 1, 1982.
2) Minister of Finance Decree No. 72/KMK. 04/1982 of

February, 1982.
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of taxable income of more than Rp 18 million.
Income tax receipts in 1981/82 amounted to
Rp 207 billion, an increase of 26% due to in-
tensified tax collection.

Despite the fact that increase in revenues
from corporation tax was lower than that in
preceding year, these revenues still recorded sig-
nificant growth of 25% and amounted Rp 559
billion during the reporting year. The increase
was mainly attributed to the rise in number of

foreign and domestic investment companies
completing their tax holiday period.

Revenues from withholding tax, which rep-
resented prepayment of corporation tax,
amounted to Rp 513 billion in 1981/82 or an
increase of 18% as compared with 49% in the
preceding year. The smaller increase was due to
the sluggish domestic business activity, mainly,
in the industrial and export sectors. With pro-
mulgation of Government Regulation No. 1 of
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1982, rates for withholding tax on imports were
adjusted in line with a new policy on import.3)

Revenues from Ipeda amounted to Rp 94
billion in 1981/82 or an increase of 8% as com-
pared with 22% in the preceding year. This
modest increase was attributable to the adjust-
ment in the classification of land in response to
urban growth.

Revenues from tax on interest dividend and
royalties, which constituted the largest compo-
nent in revenues from other direct taxes
amounted to Rp 99 billion in 1981/82 or were
higher by 27% than the preceding year. This
was attributed to the intensive tax collection
effort.

Revenues from indirect taxes amounted to
Rp 1,776 billion during 1981/82, or up by 6%
following an average increase of 20% in the past
few years. The modest increase was accounted
for by the decline in revenues from tax on ex-
port, although revenues from other indirect
taxes continued to increase.

Revenues from sales tax amounted to Rp 311
billion during 1981/82, or an increase of 17%
as compared with 38% in the preceding year.
The deceleration was attributed to the exten-
sion of period of the reduced rate of sales tax on
cloves, clove stem and tobacco up to June,
1982.4) It may be noted that the Government
policy on sales tax was directed towards a favor-
able climate in maintaining and ensuring price
stability and stimulating the use of domestic
production, and restricting consumption of
luxury and nonessential goods.

In the reporting year, receipts from import
duties and sales tax on imports rose by 20%

and 14% reaching at Rp 536 billion and Rp
223 billion as compared with growths of 41%
and 42%, respectively, in the preceding year.
This deceleration was in line with the down-
ward adjustment of tariffs on import duties and
sales tax on imports in order to maintain pro-
duction level, and promote domestic and for-
eign investment mainly in tourism sector. In
addition, tax and import duty concessions on
certain construction material were given so as
to encourage investment in construction, and
leasing of office buildings.5)

In 1981/82, revenues from excises rose by
24% to Rp 544 billion as compared with an
increase of 34% in the preceding year. The rev-
enues were derived mainly from tobacco, sugar,
beer and refined alcohol. In order to increase
receipts from excise on tobacco and promote
employment, the Government implemented a
policy of giving priority in issue of licenses to
labor intensive cigarette factories.

Due to continuation of world recession, both
the value and the volume of non-oil exports de-
clined in 1981/ 82. In view of this development,
the Government lowered the rates of export tax
and additional export taxes (PET) on certain ex-
port commodities. As a result, receipts from ex-
port taxes declined by 58% to Rp 129 billion.

Revenues from other indirect taxes, mainly
stamp and auction duties, amounted Rp 33 bil-
lion in 1981/82, or an increase of 14% over
that in the preceding year.

Non-tax receipts rose by 7% to Rp 337 bil-
lion, owing mainly to receipts from profits of
state banks and state enterprises, educational
sector, proceeds from the sales of government
houses, and fees of forest products.

3) Directorate General of Taxation Decree No. 179/P.J. 24/
1982 of  February 6, 1982.

4) Minister of Finance Decree No. 312/KMK. 04/1981 of
May 20, 1981.

5) Minister of Finance Decree No. 470/KMK. 01/1981 of
August 21, 1981.
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The share of program aid and project aid to
total development expenditures continued to
decline to 25% of total development expendi-
tures in the reporting year from 34% in the first
year of Repelita III.

C. Government Expenditures

Government expenditure policy in 1981/82,
as in the earlier years, was directed towards the
goal of achieving equal distribution of develop-
ment and its gain. This was reflected in the al-
location of routine as well as development ex-
penditures. In the routine expenditures, this
policy was carried out through the increased
outlays on education and health sectors, namely,
by providing increased number of teachers in
Inpres primary schools, nurses, health officers,
physicians in public health centers financed by
subsidies to autonomous regions. In the devel-
opment expenditures this policy was carried out
by outlays which provided equal opportunities
to engage in business activities and financed
development in regions, and created employ-
ment opportunities. This was primarily reflected
in the increased expenditures provided for re-
gion development, in the form of direct subsi-
dies and Inpres projects. In addition, in the
implementation of development expenditures,
greater opportunities were accorded to the eco-
nomically weak groups, and priority was placed
on the use of domestically produced goods.

Total government expenditures in 1981/82
amounted to Rp 13,918 billion, or an increase
of 19% as compared with 45% in the preced-
ing year. As mentioned earlier, the lower rate of
increase in expenditures was in line with slower
increase of domestic revenues. Routine and de-
velopment expenditures rose by 20% and 17%
to Rp 6,978 billion and Rp 6,940 billion, re-

spectively, during the reporting year (Table 5.3).
The increase in routine expenditures was mainly
accounted for by the rise in material expendi-
tures, subsidy in oil consumption and subsidies
to local governments. The rise in development
expenditures was largely reflected in the in-
creased outlays on health, social welfare, educa-
tion and culture, and transmigration and man-
power programs.

As in the earlier years, the share of person-
nel expenditures continued to be the largest.
During the reporting year these expenditures
rose to Rp 2,277 billion or up by only 12% as
compared with 42% in the preceding year. The
slower rate of increase was related to the policy
of restraining the increase of salaries of civil ser-
vants. Moreover, personnel recruitment was
lower than previously targeted.

A significant increase was registered in ma-
terial expenditures, i.e. 38% to Rp 923 billion
as compared with 18% in the preceding year.
Of this increase, the largest portion was spent
on domestically produced materials. In line with
policy on equal opportunities in employment
and business activities for economically weak
groups, the Government revised the regulations
for material purchases by Presidential Decree
No. 18 of 1981. The new regulations, provided
more opportunities and concessions to eco-
nomically weak groups to participate in busi-
ness activities, and also stipulated sanctions for
contractors who fail to carry out projects them-
selves.

In the reporting year, expenditures on sub-
sidies to autonomous regions reached Rp 1,209
billion, or up by 24% compared with 46% in
the previous year. This was mainly accounted
for by additional outlays for teachers in Inpres
primary schools, medical personnel in public
health centers, and the payments of compensa-
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tion following the abolition of “contribution fog
educational development” (SPP) in primary
schools.

Amortizations and interest payments
amounted to Rp 931 billion in 1981/ 82, an
increase of 19%. This amount was used for ser-
vicing foreign debts.

Other routine expenditures rose to Rp 1,638
billion in 1981/82, an increase of 22% as com-
pared with 87% in the preceding year. This decel-
eration followed from the slower increase in sub-
sidy on domestic oil consumption, which ac-
counted for 25% of other routine expenditures.
This subsidy rose by only 29% as compared with
91% in the preceding year following 60% hike in
domestic oil prices in January 1982. It may be
noted that a large increase in subsidy on oil con-
sumption in 1980/81 was due to sharp rise in
prices of oil in international market.

Public savings, which represented domestic
revenues minus domestic expenditures,
amounted Rp 5,235 billion, an increase of only
18% as compared with 68% in the preceding
year. The deceleration was in line with the slower
increase of domestic revenues. However, public
savings still financed 75% of development ex-
penditures as compared with 66% in the first
year of Repelita III.

A substantial proportion of development ex-
penditures was used to finance economic ser-
vices, namely agriculture and irrigation, min-
ing and energy, telecommunication and tour-
ism. Mining and energy sectors recorded the
highest increase, up by 63% to Rp 828 billion,
especially energy. This reflected the high prior-
ity given to the development in this sector due

to its important role in the economy both as
source of government revenues and of foreign
exchange.

Development expenditures on education
and culture rose by 24% to Rp 821 billion.
These amounts were used to finance the im-
provement on quality of education and enlarg-
ing educational opportunity which, among oth-
ers, included upgrading of teachers, library and
laboratories, educational and vocational train-
ing supplies, curriculum and educational sys-
tem refinement.

Development expenditures on regional,
business and environmental activities in-
creased by 17% to Rp 1,192 billion during
the reporting year. These were incurred on
development assistance to provinces, villages
and cities, equity participation by Govern-
ment in business activities, and conservation
of natural resources and environments. De-
velopment assistance expenditures on prov-
ince, villages and urban rose by 28% to Rp
616 billion. During the reporting year the
development assistance for each villages
was raised from Rp 750 thousand to Rp 1
million and such assistance was given to
64,650 villages. The development assis-
tance for regency (Kabupaten) reached Rp
163 billion on the basis of Rp 1,000,00
per person compared to Rp 750.00 in the
preceding year. Further, development as-
sistance to provinces amounted to Rp 215
billion, reflecting an increase from Rp 5
billion to Rp 7.5 billion to each province.
These expenditures were used to improve
the quality of life.
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A. World Economic Situations

1. Industrial countries (developed countries)

The economic situation in industrial coun-
tries during 1981 was characterized by reces-
sion and high rate of inflation, although there
were indications of a reversed trend. The slow
down of real economic growth, in some coun-
tries even a negative rate, resulted in the rise of
unemployment and slackening of world trade.
These conditions were exacerbated by a ten-
dency of moving towards protectionism.

As shown in Table 6.1, real GNP growth of
DECD countries as a whole declined from 1.3%
in 1980 to 1.2% in 1981. All major DECD
countries, except Canada and the United States,
experienced a declining economic growth. The
United Kingdom recorded the sharpest reces-
sion, as reflected in a negative growth of - 2.1%,
while Canada, which in 1980 experienced zero
economic growth, improved to 3% in 1981. The
rate of unemployment in DECD countries rose
from 6.2% in 1980 to 7.2% in 1981. The high-
est rate (10.6%) was experienced by the United
Kingdom and the lowest (2.2%) by Japan.

Inflation in DECD countries as a whole
slowed from 12.9% in 1980 to 10.6% in 1981,
since almost all OECD countries succeeded in
pushing down the prices. Japan had the lowest
inflation (4.9%), while the highest was recorded
by Italy (19.6%). The decline in the rates of
inflation was mainly a result of the tight mon-
etary policy enforced by most OECD countries.
However, in the process a situation of high in-
terest rate emerged. The high and unstable in-
terest rates caused uncertainty in the business

world, which was unfavorable for investment.
The economic growth rate of the United

States, in terms of GNP, recorded a turn around
from - 0.2% in 1980 to 2.0% in 1981. This
mostly reflected increased economic activity
stimulated by high level of consumer spending,
private investment, and exports during the first
quarter. In the subsequent quarters, restrictive
monetary growth coupled with high interest
rates led to a slowdown of economic activity
and a rise in the rate of unemployment from
7.1% to 7.6% in 1981. On the other hand, this
policy, combined with more stable energy and
food prices, helped the USA moderate its infla-
tion to 10.5% as compared 13.5% in the pre-
ceding year. Appreciation of the dollar against
major currencies, caused by high interest rates,
resulted in a decline in the exports of this coun-
try. Imports also declined, mainly due to smaller
energy bills. Since the decline in exports was
faster than that of imports, its trade deficit rose
from $ 25.3 billion to $ 27.9 billion in 1981.
In contrast, its current account surplus rose from
$ 3.7 billion to $ 6.6 billion in 1981, due to
higher inflows on the services account.

Although still one of the highest among the
developed countries, the economic growth of
Japan slowed down from 4.2% in 1980 to 2.9%
in 1981, with the rate of unemployment slightly
rising to 2.2%. This situation was largely due
to a slackening in domestic consumption, de-
spite an increase in the government’s spending
and exports being maintained at relatively high
level. Weakening demand of domestic consump-
tion, stable oil prices and lower spending on
raw material imports resulted in a reduction in
its inflation rate from 8.0% in 1980 to 4.9% in

VI. INTERNATIONAL ECONOMIC AND MONETARY DEVELOPMENTS
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1981. Export, however, remained fairly strong
since yen depreciated against the dollar.

On the other hand, imports, already slack-
ening due to the weak domestic demand, went
further down. Consequently, the trade surplus
jumped from $ 2.1 billion in 1980 to $ 20 bil-
lion in 1981. Further, the current account re-
corded a surplus of $ 4.8 billion, in contrast to
a deficit of $ 10.7 billion in the preceding year.

Despite growth in exports, the weakness in
domestic demand caused economic growth of
Federal Republic of Germany to deteriorate from
1.8% in 1980 to - 0.3% in 1981. This deterio-
ration was accompanied by an increase in un-
employment rate from 3.4% in the preceding
year to 4.8% in 1981. In addition, the rate of
inflation rose from 5.5% to 5.9%. The major
reasons for this increase were higher wages, ris-
ing energy bills induced by depreciation of

Deutsche mark, particularly against the United
States dollar. In the foreign sector, the balance
of trade surplus rose remarkably, i.e. from $ 10
billion in 1980 to $ 17 billion in 1981. The
current account, though still in deficit, made
substantial improvement by reducing its deficit
to only $ 7.6 billion in 1981 from $ 16.3 bil-
lion in 1980.

The United Kingdom experienced the worst
recession among the OECD countries, as re-
flected in the negative growth of its GNP by
2.1% in 1981, after suffering a decline of 1.6%
in the preceding year. This situation was mainly
attributable to the tight financial and monetary
policy pursued to fight inflation. This policy
succeeded in reducing inflation from 18% in
1980 to 11.9% in 1981. However, unemploy-
ment worsened from 6.9% in 1980 to 10.6%
in 1981. On the external sector, the surplus on
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trade improved from $ 2.7 billion in 1980 to $
5.7 billion in 1981, which conformed to the
decline in the domestic demand for imported
goods combined with a reduction in oil import
bill. Consequently, the surplus in the current
account improved substantially, from $ 7.3 bil-
lion in the preceding year to $ 16.2 billion in
1981.

The growth rate of real Gross Domestic
Product (GDP) in France was only 0.8% in
1981, compared with 1.2% in 1980. This de-
clining economic growth was mainly caused by
the persistent weakness in domestic demand,
which was reflected by the slowdown of both
consumption and investment spending. The
unemployment rate worsened from 6.3% in
1980 to 8.1% in 1981. However, the rate of
inflation went slightly down to 13.3% in 1981
from 13.6% in 1980. The high increase in
prices, mainly as a result of a rise in wages,
coupled with depreciation of French franc, led
to an increase in prices of imported goods. On
the external sector, the current account contin-
ued to record a deficit, i.e. $ 7.9 billion, equal
to that in the previous year.

The economic situation of DECD countries
is not expected to improve much during 1982
from the present recessionary situation. Not-
withstanding, some countries, such as the Fed-
eral Republic of Germany, Italy and the United
Kingdom, which deteriorated during 1981, are
expected to show some improvements. Japan
and France are expected to experience somewhat
better improvements. Continuation of the tight
monetary policy would, however, slow down
investment and keep unemployment rates still
at high levels. On the other hand, this policy,
together with stable oil prices would help to curb
inflation.

2. Developing countries

The recessionary situation, the high level of
interest rates, appreciation of the United States
dollar and the tendency of protectionism by the
developed countries had a negative impact on
the economies of developing countries as a
whole. Besides, during 1981/82, for the first
time there was an oversupply of oil in the world
market giving downward pressures on the price
of oil, which adversely affected the economies
of oil exporting developing countries. The main
factors in the oil glut were the declining demand
on oil from developed countries consequent to
recession, conservation policy on oil and increas-
ing usage of alternative energy sources.

The economic growth of OPEC countries
declined further from - 2.8% in 1980 to - 4.5%
in 1981. This sharp deterioration was caused
mainly by a reduction in oil production induced
by the weakening demand. Reduced levels of
production and softening of oil prices in inter-
national market led to a substantial shrinkage
in the current account surplus of the OPEC
countries, from $ 115.0 billion in 1980 to $
70.8 billion in 1981. However, this situation,
together with a fall in import costs, had a posi-
tive impact on the domestic price level. The
inflation rate declined from 12.6% in 1980 to
11.8% in 1981.

The economic growth in the non-oil devel-
oping countries also experienced a sharp dete-
rioration, from 4.8% in 1980 to 2.5% in 1981.
This decline was caused mostly by weakening
of demand for goods exported by these coun-
tries, in addition to the protectionist measures
enforced by developed countries. As a result,
the current account deficit of non-oil develop-
ing countries widened from $ 86.2 billion in
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1980 to $ 99.0 billion. The inflation rate con-
tinued to stay at high levels, albeit declining
slightly from 32.1% in 1980 to 31.4% in 1981.

The prospect of economic  growth for de-
veloping countries as a whole continued to be
unfavorable due to the still prevailing world re-
cession. With regard to OPEC countries, the
barrier to economic growth arises from the un-
certainty of oil markets, whereas non-OPEC
countries will suffer from slowdown in foreign
demand for their exports, and prevalence of high
interest rates in the capital market. The balance
of trade of developing countries was expected
to deteriorate further and their deficits, particu-
larly non-OPEC countries, would still be high.
On the other hand, inflation rate was expected
to be lower than in 1981, although still at a
high level.

B. International Monetary Development

The international monetary situation dur-
ing 1981 was still affected by high interest rates
in the United States and major industrial coun-
tries, and wide fluctuations in exchange rates of
some leading currencies. During the year un-
der report, in general there was a slight improve-
ment in the disequilibrium of the balance of
payments among most countries, although this
situation was accompanied by swelling needs
of non-OPEC countries for capital transfers to
overcome their balance of payments deficits.

As noted above, the prevalence of the high
interest rates were mainly due to strict enforce-
ment of tight monetary policy and the persis-
tent substantial deficit in the government bud-
gets of industrial countries. The high interest
rates caused wide fluctuations in the exchange
rates of major currencies. During the first eight
months of 1981, the exchange markets were

marked by the strengthening of the US dollar.
However, since September 1981, the US dollar
weakened again mainly as a result of a decline
in interest rates in the United States. It should
be noted, the gold price in the international
market continued to fall during 1981, i.e. by
30% to reach $ 400.00 per ounce in London.
This situation was in line with the increasing
trend of interest rates, aggravated by increased
supplies of gold in the international market.

The improvement in the above disequilib-
rium was reflected by declining deficits in the
current accounts of industrial countries and re-
duced surplus of oil exporting countries. This
development was accounted for by the slow-
down of imports by industrial countries due to
recession, especially oil imports, coupled with
energy conservation and substitution measures
and more stable prices.

Non-oil developing countries continued to
suffer large current account deficits. The main
factors in this deterioration were declining ex-
ports, unfavorable terms of trade, and increas-
ing cost of foreign borrowings. This situation,
worsened by declining economic growth, led
those countries to grave liquidity problems.

International liquidity during 1981 im-
proved only nominally. International liquidity,
comprising foreign exchange, gold, Special
Drawing Rights (SDR) and Reserve Position in
the Fund (RPF) increased by 4.8% only, com-
pared with 16.9% in 1980. This marginal
growth was accounted for by the inactive inter-
national trade and the decreasing value of gold
reserves.

Foreign exchange reserves of industrial coun-
tries as a whole decreased by 2.8% compared
with an increase of 20.7% in 1980. The sharp-
est decline was experienced by the United King-
dom because of large amortisation payments.
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Some of the European Monetary System (EMS)
member countries recorded declines in their
reserves, caused by the active central banks’ in-
tervention in foreign exchange markets in their
attempts to maintain the value of their curren-
cies. Only Japan, among the industrial coun-
tries, registered a rise in its reserves, and this
was caused mainly by a surplus on the trade
account and inflows of private capital.

The foreign exchange reserves of nonoil de-
veloping countries declined by 3.6% during
1981. The reserves of the oil developing coun-
tries still increased but at a slightly lower rate
than that of the previous year.

As in previous year, efforts were made by
the International Monetary Fund (IMF) to over-
come liquidity difficulties, particularly faced by
the non-oil developing countries, among oth-
ers by increasing the amount and prolonging
the terms of credit to them, especially to those
facing serious difficulties in structural adjust-
ments of their balance of payments. Moreover,
the Eighth General Review of Quotas was con-
cluded, which on completion of subscription
would increase the Fund’s resources, and thereby
enable the Fund to increase its financial assis-
tance to member countries.

In 1981, the role of SDR was improved. In-
ternational transactions which could be covered
by SDR were widened. Further, the interest rate
on SDR holdings was raised to 100% of the
weighted average rates of the securities issued
by certain monetary authorities, from 80% in
the preceding year. On the other hand, the re-
constitution requirement of 15% was abolished.

C. Cooperation among and Economic
Developments in ASEAN Countries

In 1981, the member countries of the Asso-

ciation of South East Asian Nations (ASEAN)
continued to step up their cooperation, espe-
cially in the fields of trade, industry and finance.
Besides, progress was achieved in improving
cooperation between ASEAN and other coun-
tries either in groups or individually.

In the trade sector, an agreement was reached
to enlarge the number of commodities under
the ASEAN Preferential Trading Agreements
(PTA) from 5,825 in the preceding year to 6,581
commodities, which number was further in-
creased to 8,529 items. The PTA provides for a
20--25% minimum reduction of import tax on
commodities traded among the ASEAN mem-
ber countries.

In the industrial sector, the ASEAN urea
project in Indonesia was still under construc-
tion and was expected to become operational
by the end of 1983 or early 1984, while the
construction of a similar project in Malaysia was
about to get underway. In the case of soda ash
project in Thailand, the supplementary agree-
ment was concluded for the next stage of imple-
mentation. A proposal to replace the initially
planned integrated pulp and paper project in
the Philippines by a copper plant project was
approved at the Ministers’ Conference, held in
Jakarta in May 1981.

A conference of the Ministers of Finance and
Economic held in Jakarta in May 1981 arrived
at a basic agreement concerning ASEAN Indus-
trial Complements (AIC) in order to accelerate
the tempo of industrial development. Under the
AIC scheme, each member may produce dif-
ferent components that may be used by all the
members. As a first step it was agreed to pro-
duce some components of motor vehicles and
to reduce import tax by up to 50% on the
complement items.

Cooperation in the field of finance and
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banking was enhanced through efforts coordi-
nated by the ASEAN Committee on Finance
and Banking (COFAB), and in June 1981,
ASEAN Finance Corporation (AFC) was estab-
lished. The AFC is a joint venture among banks
and financial institutions from the five ASEAN
countries. As reported last year, the initial
paid-up capital of AFC was Sin $ 100 million.
The main purpose of the AFC is to mobilize
resources form governmental and private sec-
tors for financing industrial projects within
ASEAN. Furthermore, in November 1981,
ASEAN Japan Development Corporation
(AJDC) was established, representing a joint
venture between AFC and Japan ASEAN In-
vestment Company (JAIC). This corporation
was intended to mobilize funds to finance
ASEAN projects as well as ASEAN-Japan joint
ventures.

The ASEAN Swap Arrangement, which
started in August 1977, was extended during
the year under report for another 5 years to be
effective from August 5, 1982. As reported ear-
lier, this agreement was designed to help ASEAN
member countries encountering temporary bal-
ance of payments difficulties. The arrangement
provided for a fund of $ 200 million, which
could be drawn up to a maximum amount of $
80 million by each member country.

Furthermore, in an effort to increase coop-
eration between ASEAN and other countries,
views were exchanged, during the reporting year,
with the United States, Canada, Japan, Austra-
lia, New Zealand, European Economic Com-
munity (EEC) and United Nations Develop-
ment Program (UNDP)/ Economic and Social
Commission for Asia and the Pacific (ESCAP)
concerning economic and social cooperations.
Emerging from these discussions were an eco-
nomic cooperation agreement, signed in New

York in September 1981, between ASEAN and
Canada. As a sequel to this, a Cooperation Com-
mittee was formed within ASEAN to help in
signing of such agreement and evaluate the pro-
grams undertaken. With UNDP/ ESCAP, a
technical assistance was agreed to finance some
study projects implemented by various commit-
tees within the ASEAN. For the period of
19821986 such assistance will amount to $ 5.4
million.

The unfavorable international economic
situation arising from recession in industrial-
ized countries affected adversely the economic
growth and exports in the ASEAN countries.
The impact of this situation was felt by all mem-
ber countries, as reflected in the downturn of
its exports. The balance of payments of these
countries, except Singapore, deteriorated dur-
ing 1981. With the exception of Thailand, the
rate of economic growth declined further from
the rates achieved in the preceding year, though
these rates continued to be higher than those
achieved by many other countries. The highest
growth rate, 9.9%, was recorded by Singapore
and the lowest, 4.8%, by the Philippines. The
inflation rate remained subdued in almost all
ASIAN countries, primarily because of a decline
in import costs and weakness in prices of their
exports in the world market and a slowdown in
monetary expansion.

The real growth of Gross Domestic Product
(GDP) in Singapore decelerated to 9.9% dur-
ing 1981, from 10.2% in the preceding year.
The slight decline in this growth rate was caused
mainly by a slowdown in the industrial and trade
sectors due to deterioration in its export which
increased by only 7% as compared with 34%
in the preceding year. Imports rose by 14%, due
mainly to increased imports of airplanes and
ships. As a result of the relatively faster growth
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of  imports than exports, trade deficit increased
to $ 6.6 billion in 1981 from $ 4.6 billion in
the preceding year. However, the increase trade
deficit was compensated by large inflows of capi-
tal and a surplus on the services account. As a
result, the balance of payments recorded a sur-
plus of $ 900 million in 1981 as compared with
$ 686 million in 1980. Inflation rate was 8.2%
in 1981, while in the preceding year it was 8.5%.

The real GDP growth of Malaysia deceler-
ated from 8.0% in 1980 to 6.5% in 1981. Due
to the recession prevalent in industrialized coun-
tries, Malaysian exports suffered a decline of
8.7% in 1981, a sharp contrast to an increase
of 16.4% in the preceding year. Though lower
than in the preceding year (37.2%), imports
continued to grow, i.e. by 12.6%. The unfavor-
able developments in the external trade, fol-
lowed by a larger deficit in the services account,
resulted in the current account deficit widen-
ing from only $ 523 million in 1980 to $ 5,758
million in 1981. Price developments also dete-
riorated caused, among others, by the govern-
ment efforts to induce domestic demand
through fiscal measures. Consumer price index
(CPI) rose from 6.7% in 1980 to 9.6% in 1981.
Prices of consumers goods, especially foodstuffs,
contributed to the rise of consumer price in-
dex. Despite a slowdown in the economic ac-
tivity, unemployment rate, at 5.2% in 1981, was
virtually unchanged from that of 5.3% in 1980.

The real GDP growth in the Philippines
slowed down from 5.8% in 1980 to 4.8% in
1981, mainly as a result of a decline in agricul-
tural production induced by unfavorable
weather condition and the lower outputs of

mining, industrial and construction sectors. Re-
ceipts from exports rose only by 2.1%, in con-
trast to 25.8% in 1980, while import payments
rose by 8.7%. Consequently, the trade deficit
widened to $ 2.5 billion in 1981. The higher
trade deficit was partly offset by an increase in
transfers from abroad and capital inflows, yet,
deficit in the overall balance of payments still
rose to $ 560 million from $ 381 million in
1980. The CPI slowed down to 12.4% in 1981
from 17.8% in the preceding year. This declin-
ing rate of inflation was closely related to the
adequate supplies of essential commodities, in
addition to a slight decline in the international
oil prices.

The growth rate of GDP in Thailand in-
creased from 6.3% in 1980 to 7.9% in 1981,
mainly contributed by the agricultural and in-
dustrial sectors. As in other ASEAN countries,
the foreign trade sector was marked by a dete-
rioration in export performance in 1981. Ex-
port receipts increased by only 14.7% as com-
pared with 23.5% in 1980. The increase in
imports was 14.2% in 1981, well below the
23.4% rise in 1980, due mainly to the use of
domestic natural gas as a substitute for imported
oil. Henceforth, deficit in the balance of trade
remained practically unchanged at around $ 2.8
billion. However, the overall balance in inter-
national payments showed a small surplus of $
109 million in 1981 as compared with $ 226
million in the preceding year. The inflation at
12.7% in 1981 was lower than 19.7% in 1980,
primarily because of good harvest, reduced oil
imports, and appropriate fiscal and monetary
policies.
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D. Relation between Indonesia and Interna-
tional Financial Institutions

1. International Monetary Fund (IMF or
Fund)

Transactions with the Fund during the re-
porting year comprised Fund’s use of rupiah in
transactions with other member countries un-
der the Fund’s Operational Budget and receipts
of SDRs for US dollars under the Designation
Plan.

During the reporting year, Indonesia was in-
cluded four times in the Operational Budget
for a total amount of SDR 91.9 million. Under
this scheme, Indonesia made US dollar avail-
able to the Fund equivalent to this amount, out
of which SDR 42.5 million was utilized by the
Fund to make transfers to Zimbabwe, Burma,
Romania, Sri Lanka, and Pakistan. Conse-
quently, Indonesia’s position in the IMF in the
form of Reserve Position in the Fund (RPF)
increased by the same amount. Since joining
the IMF again in 1967 till the end of reporting
year, Indonesia has been included 22 times in
the Operational Budget for a total cumulative
amount of SDR 264.2 million, of which SDR
104.1 million was used by the Fund to make
transfers to other IMF member countries.

Under the SDR Designation Plan, Indone-
sia was committed four times in 1981/82 to
make US dollars available to the Fund aggre-
gating SDR 50.8 million equivalent. Out of this,
SDR 25.6 million was exchanged for SDRs. On
account of this transaction, Indonesia’s foreign
exchange reserves in the form of US dollar hold-
ings decreased while its SDR holdings increased
by the same amount. As a result of the above
transactions under Designation Plans and other
transactions, the Special Drawing Right hold-

ings of Indonesia increased to SDR 240.7 mil-
lion at end of 1981/82 from SDR 211.6 mil-
lion at end of the preceding year.

2. World Bank Group

During the reporting year, the amount of
loans extended to Indonesia by the International
Bank for Reconstruction and Development (IBRD
or World Bank) aggregated to $ 1,143 million.
These loans were meant for 13 projects in edu-
cation, irrigation, communication, electricity,
agriculture and mining sectors. Thus, the total
loans approved till the end of 1981/82 reached
the amount of $ 4,562 million for 67 projects.
The loans carried a 7 - 30 year maturity, in-
cluding a 3 --- 10 year grace period, and inter-
est rates ranging from 7% to 11.6% p.a. plus a
commitment charge of 0.75% p.a.. Since Janu-
ary 5, 1982, an additional charge was imposed
on all new loans, in the form of front end fee, at
the rate of 1.5‘,’0 on the amount approved.

By the end of 1980, Indonesia was no longer
eligible for aids under the International Devel-
opment Assistance (IDA), because its foreign ex-
change reserves was considered sufficiently large
and its balance of payments performed well
during the past few years. Consequently, total
aids approved till the end of 1981/82 remained
at $ 931.8 million, for the financing of 47
projects covering agriculture, industry, commu-
nications, electricity, and urban development.
As commonly known, aids under IDA have a
50-year maturity including a 10-year grace pe-
riod, bearing no interest but an administration
charge of 0.75% p.a. on the disbursed portion.
Since January 5, 1982, an administration fee of
0.50% p.a. was imposed on the undisbursed
portion of all new loans. In meeting its obliga-
tion under the Sixth IDA Replenishment ap-
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proved in 1980 for a total amount of $ 12 bil-
lion, on September 23 and November 19, 1981,
Indonesia paid the first two of its three install-
ments of contribution amounting to $
241,600.00 equivalent each. The payments were
made in rupiah.

Indonesia received financial assistance from In-
ternational Finance Corporation (IFC) in the form
of equity capital and loan. In providing this assis-
tance, IFC involved the participation of other fi-
nancial institutions as well as private companies.
During the reporting year, IFC had assisted one
private company with an equity capital of $ 0.3
million and loan of $ 2 million, the latter bearing
an interest of 17% p.a.. In addition, this com-
pany also received a loan of $ 2 million from an-
other institution. Until the end of 1981/82, IFC
had extended assistance for 13 private companies
to the amount of $ 15 million in equity invest-
ments and $ 66 million in loans. Investment by
other institutions amounted to $ 55.8 million.
Effective from 1978, the IFC’s subscribed capital
was increased from $ 110 million to $ 650 mil-
lion. Indonesia’s share was increased from $ 6.1
million to $ 7.4 million, payable in five install-
ments. The last installment, amounting to $ 1.2
million, was paid in the reporting year.

3. Asian Development. Bank ( ADB)

ADB loans to Indonesia originated from its
Ordinary Resources and Asian Development Fund
(ADF). Loans under Ordinary Resources had a
10-30 year maturity, including a 2 - 8 year of grace
period and carried an 8.1% - 11% interest p.a..
Loans originating from ADF, commonly known
as Special Fund Resources, had a 40-year matu-
rity, including a 10-year grace period, carrying no
interest but an administration fee of 1% p.a.. In
1981/82, total ADB loans extended to Indonesia

reached $ 371.8 million for projects in irrigation,
technical schools, road constructions, electricity,
water supply, and industry. These projects were
financed out of the Ordinary Resources. Up until
the end of the reporting year, total credits received
from ADB amounted $ 1,603.1 million, consist-
ing of $ 1,440.8 million from the Ordinary Re-
sources and $ 162.3 million from ADF. It should
be noted that since 1980 Indonesia was no longer,
eligible for loans originating from ADF, unless a
sharp deterioration occurred in its economic situ-
ation.

4. Islamic Development Bank (IDB)

At the end of March, 1982, IDB’s subscribed
capital was ID 1,820 million,1) of which
Indonesia’s paid subscription amounted to ID
32.62 million. In the reporting year, IDB approved
a financial assistance of $ 4 million in equity capi-
tal for a textile project in Sumatra, and $ 5.8 mil-
lion for small scale industrial development, the
latter being channeled through Bapindo. At end
of 1981/82, the total financial assistance approved
by ADB amounted to $ 28.8 million for 4 projects.

5. Inter -Governmental Group on Indonesia
(IGGI)

At the 24th IGGI meeting, held in Amsterdam
on May 12-13, 1981, it was concluded to pro-
vide financial assistance for Indonesia to the
amount of $ 2.1 billion for the period of 1981/
82, consisting of aids from donor countries and
multilateral financial institutions. Till the end of
March 1982, total IGGI loan agreements signed
amounted to $ 20.7 billion, of which -$ 10.8 bil-
lion was disbursed.

1) ID stands for Islamic Diner; ID 1.00 = SDR 1.00.
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A. Balance of Payments Policy

1. General

The world economic situation of the past
two years was characterized by the reduced de-
mand for primary commodities exported by
developing countries and the imposition of re-
strictions by some developed countries on their
imports. These developments had an unfavor-
able affect on the non-oil and nongas exports
from Indonesia. The oil export, during the year
under report, showed a tendency to decrease as
a result of the excess supply in the world oil
market which, in the short-run, presents only a
small probability for improvement. Meanwhile,
the Government issued, during the reporting
year, a new package of regulations called the
“Export Policy of January 1982” directed to
promote exports and production of nonoil and
non-gas export commodities1). The main fea-
tures of this policy are the extension of low in-
terest export credit facility, provision of export
credit guarantee and export insurance, relaxation
of requirements on export payments, simplifi-
cation of export procedures, further relaxation
of foreign exchange regulations, and reductions
of service fees at the primary export ports.

The policy to impose lower rates of tariff
and import sales tax on raw and auxiliary mate-
rials for the production of export commodities
continued to be in effect. Measures were also
taken for expediting of export and import docu-
mentation procedures.

Within the context of the Government

policy to stimulate foreign capital investment,
measures were introduced to simplify the pro-
cedures for obtaining capital investment license,
and to grant some additional tax facilities. Also
a few adjustments were made in the Foreign
Investment Priority List (DSP).

2. Export measures

As mentioned, the Export Policy of January
1982 covers several aspects of export. One of these
is the provision of export credit carrying especially
low interest rate and other favorable conditions.
Moreover, the Government instituted facilities of
export insurance and export credit guarantee. A
detailed description about these was given in
Chapter II.

In this regard, whenever exporters availed of
the export credit, it was made obligatory that the
export proceeds were used, as the first priority, to
repay whole or installments of the export credit.
In this case exporters are allowed, within a period
of five days, to sell the foreign exchange to whom-
ever they find it most profitable. If they do not do
so, then the banks granting the credit would sell
the foreign exchange on behalf of the exporters at
the best rate favorable to the exporters.2)

In regard to export procedure, relaxations were
introduced in the requirements on export pay-
ments, and customs procedures were simplified.
Exports which earlier could only be undertaken
through the use of Letters of Credit (L/C)3), could,
under the January 1982 policy, be undertaken

VII. INDONESIA’S BALANCE OF PAYMENTS

1. Government  Regulation No. 1, 1982, January 16, 1982.

2. Circular Letter of Bank Indonesia No. SE/14/8/UKU, Feb-
ruary 25, 1982.

3. Except the exports of tobacco, which can be done on con-
signment.
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through other means, such as advance payment,
collection draft, document against payment (D/
P) and document against acceptance (D/A), open
account (O/A), on consignment and through
other types of payment generally practised in the
international trade.

This relaxation applies only to exports to the
countries with which Indonesia trades directly4).
In order to facilitate the recordings of exports
by different methods of payment, a new set of
reporting form, called the Notification of Com-
modities Export (PEB), was introduced in April
1982. This was to replace the E3 form 5). The
Government also enjoined on customs to pro-
cess export document for 24 hours a day, to
grant license for loading export commodities
on ships even when they have not moored to
the pier, and to complete the processing of ex-
port documents at the latest one day after the
loading of the export commodities6) .

In connection with the relaxation of require-
ments on export payments, adjustments were
made in the methods of collection of export tax
and additional export tax, which vary accord-
ing to the payment methods used in export
transactions. Whenever the payment is con-
ducted through the Sight Letter of Credit (sight
L/C) the export tax shall be levied at the time
of draft negotiation. In case usance L/C is be-
ing used, the tax shall be levied when draft is
discounted at a bank, or on due date if the draft
in question is not discounted at a bank. For
exports on consignment and exports conducted

through open account, draft collection and ad-
vance payment, the tax shall be levied at the
time when the payment is received from abroad,
or in case the draft is purchased by a bank it
shall be levied at the time of purchase of the
draft by the bank7) . It should be noted that the
rate of export tax on some commodities re-
mained unchanged at 5%, 10% and 20%. Be-
sides, additional export tax with varying rate
between 0% and 18.04% were still imposed on
certain commodities. 8)

In regard to foreign exchange proceeds from
exports, it is no longer obligatory for exporters
to surrender to Bank Indonesia foreign exchange
revenues earned from exports. Exporters are now
free to acquire and utilize foreign exchange pro-
ceeds either for payments abroad, to deposit
them with banks in Indonesia or abroad or ex-
ercise the option of selling such proceeds in the
free market. In case they desire to sell such for-
eign exchange proceed partly or entirely to Bank
Indonesia, the Bank will be obliged to purchase
the foreign exchange at a rate prevailing in the
Foreign Exchange Bourse (BVA).

Under the Export Policy of January 1982,
the Government granted reductions on ware-
house and port fees for cargo of non-oil and
non-gas commodities. Warehouse fee has been
reduced by 80% for commodities stored in the
warehouse for a period of not more than 28
days9). The port superintendent may exempt
ships from the compulsory piloting, so as to
free them from the burden of paying the pilot-
age expense. Furthermore, a reduction has been

4. Decree of the Minister of Trade and Cooperatives No. 27/
KP/I/82, January 18, 1982.

5. Joint Decree of the Minister of Finance
and the Minister of Trade and Coopera
tives No.157/KMK.05/1982, March 10, 1982. 95/Kpb/
III/82

6. Instruction of the Minister of Finance No. 1/IMK/1982,
January 18, 1982.

7. Decree of the Minister of Finance No. 28/KMK.011/1982,
January 18, 1982.

8. Decree of the Minister of Finance No. 29/KMK.011/1982,
January 18, 1982.

9. Decree of the Minister of Communication No. KM.16/
PR.302/Phb-82, January 18, 1982.
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made on the tugging charge for commercial
ships10).

As far as the ocean freight service is con-
cerned, the freight charge have been set at levels
so as to enable the’ freight service to be interna-
tionally competitive, the number of ports of call
has been reduced, and fixed and regular naviga-
tion schedules have been arranged. The prevail-
ing ocean freight charge shall not be more than
the charge stipulated at the Freight Conference
for the shipments from nearby ports. In order
to reduce the number of calls on ports attempts
have been made to accumulate the goods for
export at four primary ports i.e. Belawan,
Tanjung Priok, Tanjung Perak, and Ujung
Pandang.11)

The other government measures in stimu-
lating export stipulated linking of Government
imports financed by the Government budget
and by export credits from abroad with non-oil
and non-gas exports. This implies that parties
abroad supplying the Government with im-
ported goods are obliged to arrange export of
commodities of basically equal in value from
Indonesia. This provision applies to Govern-
ment imports exceeding Rp 500 million
(equivalent to around $ 800 thousand) in value.
By the end of March 1982 the Government
stipulated eleven export commodities which
may be linked with Government imports. These
commodities are: rubber, coffee, white pepper,
black pepper, tobacco, manioc, cement, sawn
timber, plywood, other processed wood, and
textile products. The provision also requires that
the exports with are linked with Government
imports should be incremental, that is over and

above the normal exports to the concerned
country. Government imports include imports
by Government departments, non-departmental
Government institutions, and Government
owned companies, coordinated by the Team
under KEPPRES 10, 1980, except those fi-
nanced by soft loan and loans from the World
Bank, Asian Development Bank, Islamic De-
velopment Bank and imports by joint ventures
between government enterprises and foreign
companies.

In continuation of the policy adopted dur-
ing the past fiscal year, certain measures were
taken during the reporting year, concerning ex-
port tax, additional export tax, export certifi-
cate, the procedures for timber export, the im-
provement of quality of exports, and the mar-
keting of commodities to certain countries.

To stimulate exports of coffee, pepper and
rubber, the Government annulled export tax on
these commodities12). Moreover, additional ex-
port tax for sterin was reduced from 5.92% to
1.42%, while for sawn Javanese teak wood, black
tea, coffee, and palm oil additional export tax
was abolished1 13). In the mean time the types
of industrial commodities on which export cer-
tificate facility is granted were increased from
384 to 637 types of commodity.14)

With a view to providing job opportunities
and increasing value added of timber, exports
of logs were gradually restricted. Since the re-
porting year allocation of log export could be

10. Decree of the Minister of Communication No. KM.17/
PR.302/Phb-82, January 18, 1982.

11. Decree of the Minister of Communication No. KM.113/
HK.207/Phb-82, March 29, 1982.

12. Letter of the Minister of Finance No. 362/KMK.011/1981,
June 19, 1981 and No. 540/KMK.O11/1981, September
16, 198.

13. Various Announcements of the Minister of Trade and Co-
operatives on additional export tax, and the latest of those
was the Announcement No. 489/M/X/81, October 24,
1981.

14. Various Decrees of the Minister of Finance on export cer-
tificates facility, and the latest of those was the Decree No.
121/KMK.05/1982, February 26, 1982.
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granted only to the holders of Forestry Exploi-
tation Rights (HPH) who are either in the stage
of establishing an integrated timber industry or
already in the stage of commercial production15)

In order to strengthen competitiveness of
export commodities, quality improvement has
been initiated by way of standardizing the quali-
ties for particular export commodities, and by
granting authority to certain laboratories to is-
sues certificate of quality.

To expand the markets for Indonesian ex-
ports, economic cooperation with certain coun-
tries was enhanced. With regard to trade expan-
sion within ASEAN countries the number of
commodities that could be exported from In-
donesia under the ASEAN Prefential Trading
Arrangements was expanded from 4,659 to
6,81316). To encourage export to the Middle
eastern countries, exhibitions of industrial and
agricultural products were held, sales missions
were deputed to conduct market surveys, and
more intensive distribution of information
about export markets to exporters in Indonesia
was undertaken.

3.  Import measures

In accordance with the Government Regu-
lation No. 1, 1982, improvements in the im-
port procedure were made. According to the
new procedure payments for import, which ear-
lier could only be made through L/C, could now

be made through any method normally prac-
tised in international trader17). Meanwhile cus-
toms procedure was further streamlined in or-
der to speed up the flow of import documents,
such as the Notification for the Entry of Goods
for Usage (PPUD) document18).

In line with the measure taken during the
past years, reductions on import duties and
import sales tax were granted to certain goods
considered essential to the domestic industry19).
The provision of compulsory minimum import
deposit was abolished for all commodities im-
ported by using sight L/Cs. Now foreign ex-
change banks are free to determine the amount
of import deposit.

With a view to promoting trade among
ASEAN countries, Indonesia extended the list
of commodities eligible for imports under the
ASEAN Preferential Trading Arrangements
from 1,166 to 1,716 commodities. The exten-
sion was based on a mutual agreement that im-
port duties on commodities whose import value
ranged between $ 50,000 and $ 500,000 in
1979 was to be reduced by 20% and 25%20).

B. The Balance of Payments Movements

1. Main features

The world economic recession, the import
restrictions imposed by industrial countries and
the excess supply in the world market of oil af-

15. Joint Decree of the Directors General of Forestry, Various
Manufacturing Industry, Domestic Trade, and Foreign
Trade:
No. 15/Kilts/DJ/I/1982,
No. 034/DJAI/SK/II/1982,
No. 17/DAGRIIKp/II/1982,
No. 02 /DAGLU/Kp/II/1982, February 15, 1982.

16. Instruction of the Director General of Foreign Trade
No. 16/DAGLU-54/INS/ VIII/81, August 29, 1987 .

17. Decree of the Minister of Trade and Co operatives
No. 28/KP/I/82, January 18, 1982.

18. Instruction of the Minister of Finance
No. 2/KMK/1982, January 18, 1982.

19. Various Decrees of the Minister of Finance on tariff and
sales tax on imports, and the latest of those was the Decree
No. 705/KMK.05/1981, November 30, 1981.

20. Decrees of the Minister of Finance No. 526/KMK/05/81,
September 10, 1981 and No. 71/KMK.05/82, February 5,
1982.
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fected unfavorably Indonesia’s balance of pay-
ments position. After having surpluses during
five consecutive years, Indonesia’s balance of
payments in the reporting year showed a defi-
cit, as a result of which there was a decline of $
988 million in the net official reserves that stood
at $ 6,354 million as of March 31, 1982. The
net foreign assets held by commercial banks, on
the other hand, increased by $ 843 million to $
4,268 million. If this is taken into account, the
overall deficit in Indonesia’s balance of payments
amounted to only $ 145 million.

The current account turned around
from a surplus during the previous two
years to its earlier pattern of deficit, and
the deficit in 1981/82 amounted to $
2,790 million (see Table 7.1). This was a
result of a 25% fall in non-oil exports re-
flecting a sluggish demand world wide. The
sharp fall in non-oil exports was due to
sharp declines in the export value of al-
most  a l l  major  commodi t i e s :  t imber
(47%), rubber (22%), coffee (34%), palm
oil (53%) and pepper (14%) (see Tables
7.2 and 7.3). Total imports, meanwhile,
rose markedly, though by a somewhat
lower rate than that of 32% in the preced-
ing year, i.e. by 25%. This increase was
primarily attributable to the rise in imports
by oi l  companies  and impor ts  under
project aid. A welcome feature was the con-
tinuing decline in rice imports from $ 392
million to $ 193 million in value and from
1.2 million tons to 0.4 million tons in
volume.

2. Current account

The current account in 1981/82 turned
into a deficit of $ 2,790 million from a

surplus of $ 2,131 million and $ 2,198
million in each of the preceding two years.
This resulted from a decline in won-oil
exports as well as in net earnings from oil,
and a widening payment deficit on ser-
vices. The deficit on services amounted to
$ 7,954 million, while the trade account
showed a surplus of $ 5,164 million.

a. Balance of trade

As in the past years the balance of trade con-
tinued to posit surplus which was $ 5,164 mil-
lion in 1981/82, a significantly smaller amount
than that in preceding year. Exports rose only
by $ 109 million, while imports recorded a large
increase of $ 3,588 million.

a.l.Exports

The total exports rose only by less than 1%
in 1981/82, as compared with 24% in the pre-
ceding year, resulting from a sharp fall in the
non-oil exports and a slowdown in the increase
of oil exports.

Japan remained the biggest buyer of Indo-
nesian goods although its share slightly declined
from 49% to 48%. The United States stayed at
second rank with its share decreasing from 20%
to 17%, whereas the share of the ASEAN coun-
tries remained unchanged at around 12%, in
spite of a slight decline (of 3%) in exports to
these countries. It may be added that efforts were
being made for expansion of market in the
Middle eastern countries such as Egypt, Saudi
Arabia, Turkey and Algeria.

i. Oil and LNG exports

Indonesia’s oil and LNG exports including
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oil exports under cross purchase/cross exchange
arrangements21), rose by only 9% to $ 18,824
million, compared with 40% in the preceding
year. The deceleration resulted from a slower
rise in oil prices during the reporting year. The
weighted average of the oil price in 1981/82
went up by just 8% to $ 35.13 per barrel, com-
pared with 44% in the previous year.

Oil exports rose by 9% to $ 16,482 million
despite a 3% decline in volume to 468 million
barrels. Exports of crude oil were down by 1%
to 421 million barrels. The decline was due to
an increase in refinery input reflecting a grow-
ing domestic demand for fuel. The exports of
oil products declined by 14%, mainly as a re-
sult of depressed world market. Taking into ac-
count payments made by the oil companies for
imports and services the net earnings from oil
declined by 10% to $ 8,379 million in 1981/
82. The fall was attributable to increases by $
1,366 million in import and $ 895 million in
service payments.

By country of destination, Japan still held
the lead as the biggest buyer of Indonesia’s oil
in spite of a decline in its share from 56% to
46%. The United States ranked second with its
share of 19% compared with 25% in the pre-
ceding year. The remainder of the oil exports
went to Trinidad and Tobago, Bahama, Austra-
lia, the Philippines, Singapore and South Ko-
rea (see Table 7.4).

LNG exports advanced by 11% to $ 2,342
million as a result of an 8% increase in volume
to 458 million MMBTU and a 3.3% rise in
price to $ 5.65 per MMBTU22). After allowing

payments for imports and services related to
LNG production, the net earnings from LNG
exports went up by 10% to $ 1,382 million.
Japan remained the sole buyer of Indonesia’s
LNG.

ii. Non-oil and non-LNG exports

The non-oil and non-LNG exports declined
by 25% to $ 4,170 million as compared to a
downward slide of 10% in the preceding year.
This sharp drop was due both to a fall in the
prices of some commodities and to a Govern-
ment policy in favor of the fulfillment of do-
mestic demand for certain export commodities.
Practically all major export commodities, i.e.
timber, rubber, coffee, palm oil and shrimps that
constituted on average 67% of the total non-
oil and non-LNG exports during the last five
years, showed declines in value as well as in vol-
ume. In the case of tea and tin, their export val-
ues declined despite an increase in their export
volume.

Unlike the preceding year when the export
value of textiles and handicrafts declined by
16%, this year their export value rose by 15%
as a result of successful efforts for marketing
garments to the EEC countries, notably
Benelux, the United Kingdom, Italy and France,
though the export volumes were still less than
the quotas agreed upon. Urea exports declined
sharply by 52%, despite an increase in its pro-
duction. The export of cement increased to $
16 million.

By country of destination, Japan still held
the lead in spite of the decline in its share from
29% to 22%. The United States ranked second
with an increase in its share from 12% to 16%.
The share of ASEAN countries rose nominally
from 18% to 19% in 1981/82.

21. Under cross purchase or cross exchange arrangements
Pertamina exports crude oil for the advantage of a foreign
party, and in exchange the foreign party supplies Pertamina
with refined products of equal value.

22) MMBTU = Million BTU (British Thermal Unit)
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Export performance of a few important
commodities in the non-oil and non-LNG cat-
egory is described in the ensuing paragraphs.

Timber

Timber export continued to rank first among
the non-oil and non-LNG commodities,
though the contribution of timber declined to
23% in 1981/82 from 30% in the preceding
year resulting mainly from a 43% drop in its
export value to $ 951 million. This drop was
due to a 48% decline in its export volume to
5,940 thousand tons reflecting the tightened
restrictions on unprocessed log exports. As de-
scribed in the last year report the main purpose
of this restrictive policy was to encourage the
export of processed wood in order to increase
the value added of timber exports as well as to
create employment opportunities. It may be
added that the value of exports of processed
wood (sawn-wood, plywood and other pro-
cessed wood) had increased considerably, i.e. by
95%, resulting in a rise in its share in the total
timber exports from 14% to 47%. By volume,
the export of processed wood increased by as
much as 115% making its share in the total tim-
ber exports increased to 29% in 1981/82 from
7% in the preceding year.

Japan remained the biggest buyer of
Indonesia’s timber despite a decline in its share
from 52% to 45%. Other buyers were Taiwan
(12%), Singapore (12%), Hongkong (6%) and
Italy (6%).

Rubber

The export value of rubber dropped signifi-
cantly in 1981/82, that is by 30%, to $ 758
million, compared with a small decline of 2%

in the preceding year. The drop was due to a
22% fall in rubber price on the world market
and a 10% decline in export volume. This un-
favorable development was attributable to the
world economic recession.

By country of destination, the United States
was the biggest buyer of Indonesia’s rubber with
a share of 36%. Singapore which ranked first
during the last few years slipped down to the
second rank (34%). Other consumers of
Indonesia’s rubber were the Soviet Union (8%),
Japan (4%), and the Federal Republic of Ger-
many (3%).

Coffee

It was the first time in the last four years
that the share of coffee exports in total exports
went down from the third to the fourth rank
following timber, rubber, and tin. This was due
to a sharp drop in coffee exports, i.e. by 42% to
$ 340 million in the reporting year, which was
attributable both to the worsening of coffee
prices in the world market and to a decline in
export volume. Coffee prices dropped sharply
following the excess supply of coffee in the world
market, whereas lower export quotas fixed for
Indonesia under the International Coffee Or-
ganization (ICO) agreement resulted in the fall
of export volume. The export quota which was
previously fixed at 192 thousand tons for the
period of October 1980 up to September 1981
was reduced to 138 thousand tons for the pe-
riod from October 1981 up to September 1982,
and this constituted 4.3% of total quotas of the
ICO members. Moreover, Indonesia’s exports
to non-ICO countries was adversely affected
since Singapore, which previously was one of
the non ICO markets for Indonesia’s coffee,
joined the ICO in August 1981. In the light of
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this development efforts were intensified to ex-
pand the marketing of coffee to non-ICO mem-
ber countries such as the Middle East and the
Socialist countries.

Indonesia’s coffee export to the ICO coun-
tries went mainly to the United States (33%),
Japan (13%), the Netherlands (9%), Italy (6%),
Singapore (6%), and the Federal Republic of
Germany (4%), whereas among non-ICO
member countries exports went mostly to Den-
mark and the Middle East.

Tin

The export value of tin reached $ 437 mil-
lion, slightly below that of the preceding year,
despite a 3% increase in its export volume. The
decline in the export value was due to a 27%
drop in tin prices associated with the psycho-
logical effect of the release of tin stock by the
United States into the market, which up to date
has reached 7 thousand tons. The increased vol-
ume was purchased by the Socialist countries,
mainly, the Soviet Union. It may be added that
producing and consuming countries did not
succeed to conclude the Sixth International Tin
Agreement (ITA) which was expected to come
into effect as of July 1, 1982 because of the de-
cision of the United States to stay out of the
agreement. In the meantime the International
Tin Conference held in Kuala Lumpur, Malay-
sia, in October 1981 unanimously decided to
raise the floor and ceiling prices of tin by about
6.8% to M.$ 29.15 and M.$ 37.89 per kg, re-
spectively.

Indonesia’s tin exports were absorbed largely
by Singapore (47%), the Netherland (36%) and
Japan (14%).

Palm oil

The export value of palm oil slipped by 56%
to $ 78 million, as compared to a fall of 31% in
the preceding year. The decrease was due both
to a sharp drop in the export volume (52%)
resulting from the more extensive use of palm
oil for cooking in the country and to a price
decline in the world market. The price decline
was induced largely by the continued downward
movement of the price of soybean oil a close
substitute for palm oil.

Country-wise Netherland accounted for
32%, followed by the United Kingdom (27%),
Federal Republic of Germany (19%), Italy
(13%) and Kenya (5%) of total exports of palm
oil during the reporting year.

Shrimp

The export value of shrimp showed a fur-
ther decline in 1981/82 by 4% to $ 164 mil-
lion. The export volume fell by 7% while the
price increased by 4%. The fall in the volume
was due primarily to the gradual prohibition of
trawling operations, starting from December
1980. Shrimp was mainly exported to Japan
(78%), while the remainder went to the United
States, Hongkong and Singapore.

Tea

During the reporting year the export value
of tea decreased by 3% to $ 94 million. This
was due to a 14% decline in export price of tea
while the volume increased by as much as 11%.

Country-wise, United States accounted for
19%, Egypt 16%, Singapore 13%, Pakistan
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13%, Australia 13%, and the Netherland 8%
of the total value of tea exported from Indone-
sia.

Other Important Export Commodities

The role of other non-oil and non LNG ex-
port commodities like rattan, textile and handi-
craft, copper, nickel matte and electronic appli-
ances has become more important in recent
years. During the year under report the export
value of these commodities accounted for $ 543
million or 13% of non-oil and non-LNG ex-
ports.

The value of rattan exports, which mainly
went to Hongkong and Taiwan, increased by
17% during the reporting year to $ 85 million.
The export of textile and handicraft increased
by 15% to $ 147 million, of which textile and
garment exports was of $ 94 million. The tex-
tile and garment export rose during the report-
ing year by 19% primarily as a result of the ef-
forts to expand such exports to the EEC coun-
tries, principally Benelux, the United Kingdom
and France. The export value of copper in-
creased by 16% to reach $ 133 million, attrib-
utable mainly to the growth in volume. In con-
trast, however, the export value of nickel matte
declined by 5% to $ 120 million, and that of
electrical appliances by 27% to $ 59 million.

a.2. Imports

Imports rose by 25% to $ 17,830 million in the
reporting year (see Table 7.5). Imports by the oil and
LNG companies grew by 34% to $ 4,916 million
due primarily to the increased exploration activities
of the oil companies under the production sharing
contracts. Other imports went up at a somewhat
slower rate of 19% to $ 12,515 million.

General foreign exchange and foreign aid fi-
nanced large proportion of imports (other than
those by the oil and LNG companies), foreign
exchange 67% and foreign aid 24%. The re-
maining was financed by direct investment
(2%), and other capital inflows on account of
Government owned enterprises (7%).

Imports financed by general foreign ex-
change went up by 11% as compared with 44%
during the previous year, and amounted to $
8,671 million during the reporting year. The
increase was attributable to the increase in im-
ports of materials and capital goods, such as
machinery, metals and transportation equip-
ment.

Imports financed by foreign aid constituted
largely those financed by project aid. In the re-
porting year imports financed by project aid
went up by 44% to $ 3,100 million as com-
pared to 10% in the preceding year.

Imports under foreign capital inflow showed
a sharp increase, i.e. by 118% to $ 1,093 mil-
lion. This increase primarily stemmed from the
increase in imports by the Government owned
enterprises i.e. by 161% to $ 892 million, com-
pared to a rise of 239% in the preceding year,
resulting from the expansion of LNG projects
at Badak and Arun as well as the purchases of
aeroplanes by PT Garuda. Imports effected
through direct foreign capital investment rose
by 26% to $ 201 million.

In order to secure adequate domestic sup-
ply of some essential commodities such as rice,
sugar, wheat and fertilizer, the Government
policy has been to supplement domestic pro-
duction by imports. Imports of these commodi-
ties, generally known as Program Imports or
Government Program Imports, are financed
largely out of general foreign exchange. During
the year under report such imports increased
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by 6% to $ 1,373 million, primarily due to the
increases in sugar and fertilizer imports. The
imports of sugar increased by 46%, attribut-
able to the increase in the volume by 59% to
852 thousand tons. Such imports were effected
at a price 9% lower than that in the last year.
Fertilizer imports rose by 38% to $ 153 million
due mainly to the increase in volume by 35%
to 600 thousand tons. The increases in the vol-

umes of sugar and fertilizer imports resulted
from a rise in domestic demand. Wheat imports
increased by 7% to $ 313 million due to a rise in
volume by 6% to 1,414 thousand tons. The im-
ports of rice which sharply dropped in the pre-
ceding year, fell further by 51% to $ 193 million
in the reporting year. This was mainly due to the
drop in volume by 65% to 428 thousand tons
following the rise in domestic production.
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Imports of raw and auxiliary materials led
those of capital goods and consumer goods. The
share of raw and auxiliary materials in total
imports (excluding imports made by oil and
LNG companies) rose to 44% from 36% in the
preceding year. The share of capital goods de-
clined from 45% to 37%, and the share of con-
sumer goods remained at around 19% (Table
7.6). The increase in the share of raw and auxil-
iary materials imports reflected the growth of
domestic demand induced by the increasing
tempo of development activity. The decline in
the share of capital goods imports was partly
on account of the step up of domestic produc-
tion of capital goods and partly because of the
availability inventory of imported capital goods
from the preceding year.

The pattern of imports by country of origin
did not reflect any shift from the previous year.
Asian countries, primarily Japan and Singapore
remained the most important countries, ac-
counting for 58% of Indonesia’s total imports.
The share of European countries was 20%, and
American countries was 16%

TABLE 7. 6

IMPORT BY ECONOMIC CATEGORIES

( percentage )

Year Capital Raw materials Consumer
goods & auxiliaries goods

1977/78 36.2 31.7 32.1
1978/79 35.6 39.6 24.8
1979/80 37.1 33.7 29.2
1980/81 45.2 35.7 19.1

1981/82 37.5 43.8 18.7

(Appendix Table XV). Among the industrial
countries Japan still held the lead (29%), fol-
lowed by the United States (13%) and the Fed-
eral Republic of Germany (7%). The share of

imports from the ASEAN countries increased
slightly from 13% to 14% of total imports, of
which Singapore ranked first (10%), followed
by the Philippines, Thailand and Malaysia.

b. Services account

The services account showed a deficit of $
7,954 million which was higher by 22% than
the deficit in the preceding year. The deficit on
investment income increased marginally from
$ 2,943 million to $ 3,019 million. On the re-
maining services the deficit grew by 38% to $
4;935 million. These services, among others,
included foreign freight & insurance on im-
ports, foreign travel and other services.

3. Capital movements

a. Non - monetary capital movements

The non-monetary capital movements in-
dicated a surplus of $ 3,696 million compared
with $ 1,513 million in the previous year. The
larger amount of surplus was due mainly to the
shift in the private sector capital movements
from a deficit of $ 361 million in 1980/81 to a
surplus of ~ $ 1,140 million in the reporting
year. The capital inflows for LNG expansion in
Badak and Arun, oil export credit as well as cred-
its for the purchase of 6 Airbus planes were the
main factors contributing to the surplus23). The
official capital movements also showed increas-
ing inflow from $ 1,874 million to $ 2,556
million resulting from the inflows relating to
the project aid.

23) The surplus in oil export credit was on account of a decline
in oil exports resulting in higher receipts than the value of
exports realized during the same period.
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The official capital inflows (including
grants), which comprised mainly of aid from
IGGI countries, amounted to $ 3,521 million
in 1981/82 as compared with $ 2,684 million
in the preceding year. The amortization pay-
ments increased by 31% from 615 million dur-
ing 1980/81 to $ 809 million in 1981/82. It
should be noted that the capital inflow figures
of 1981/82 included that originated from the
issuance of Government bonds denominated in
Japanese yen which amounted to the equiva-
lent of $ 47 million. Prior to this the Govern-
ment of Indonesia previously had issued six
bonds abroad the total of which amounted to $
255 million. These bonds were denominated
in Japanese yen ($ 50 million), Deutsche mark
($ 50 million), Netherland guilder ($ 37 mil-
lion), Kuwait dinar ($ 25 million), and Swiss
franc ($ 46 million).

b. Foreign exchange reserves

Net international reserves of the monetary
authority decreased by $ 988 million to $ 6,354
million. The reserves at the end of the report-
ing year were sufficient to finance approximately
five months of imports. Meanwhile, foreign
exchange holdings of commercial banks in-
creased over the year by $ 843 million to $ 4,268
million at the end of March 1982.

4. External debts

At the end of March 1982 external debt out-
standing stood at $ 16,436 million, consisting
of government debt ($ 14,557 million) and the
debt of state enterprises ($ 1,879 million).

Of the outstanding external debt the largest
part amounting to $ 6,729 million, was on ac-
count of soft term, Official Development As-
sistance, which is mostly from the IGGI mem-
ber countries. Out of this ODA debts, $ 4,437
million originated from bilateral borrowings and
$ 2,292 million from multilateral borrowings
(IBRD, IDA and ADB). NonODA loans from
IGGI members mostly represented export cred-
its, which are semi -concessional in nature.

Debt on ODA terms from non-IGGI mem-
ber countries amounted to $ 1,092 million, rep-
resenting the borrowings secured from the
Middle eastern countries and Japan (the Over-
seas Economic Cooperation Fund or OECF).
The non-ODA debts from non-IGGI members
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were primarily on commercial terms in the form
of syndicated loans and bonds. It may be added
that debts of state enterprises amounted to $
1,879 million, representing commercial borrow-
ings made by PN Pertamina and PT Garuda
Indonesian Airways.

5. Balance of payments prospects for 1982/83

Balance of payments for 1982/83 is pro-
jected to record a deficit. This is primarily
based upon the assumption that international
economic scene affecting the payments posi-
tion is unlikely to show a significant improve-
ment.

The total exports, comprising of net earn-

ings from oil and LNG and non-oil and
non-LNG gross exports, are not expected to
increase significantly. Although possibility ex-
ists for non-oil and non-LNG exports to in-
crease because of the expected impact of the
January 1982 Export Policy, net earnings from
oil is expected to decline as export volume is
likely to fall and no price increase can be fore-
seen. On the other hand, imports are expected
to grow with the expansion of the domestic eco-
nomic activity. Based on this scenario the cur-
rent account is expected to record a deficit. Net
surplus on capital movements (other than re-
serves) is anticipated to increase, although the
estimated amount of the surplus is not suffi-
cient to offset the deficit in the current account.
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A. National Product

The rate of economic growth in 1981, mea-
sured by the increase in real gross domestic prod-
uct (GDP), at 7.6% was quite encouraging.
Although this rate of economic growth was
lower than that of 9.9% achieved in the pre-
ceding year, it still continued to be higher than
the average annual rate targeted during Repelita
III ( 6.5 % ) and was one of the highest among
many countries of the world. Taking into ac-
count the annual population growth rate of
2.3%, real per capita GDP during 1981 in-
creased by 5.2%, compared with 7.4% in the
preceding year. The increase in GDP during
1981 was mainly induced by the rise in govern-
ment spending, particularly government invest-
ment. The continued high rate of economic
growth in the past few years created favorable
climate for investment, both domestic and for-
eign. In 1981 investment increased by 7.1% and
comprised 25.8% of real GDP.

As in the preceding year, the economic growth
in 1981 was contributed mainly by the increase
in the value added of manufacturing sector, and
followed closely by the value added of trade sec-
tor. During 1981, value added in the manufac-
turing sector increased by 12.0%, which was
mainly due to the increase in output of cement,
automobile tyres, automobiles, electronics and
clove cigarette. The increase in value added of trade
sector was 11.7%. Value added in the agricultural
sector rose by 3.5% during 1981. As in 1980, the
rice production whose value added rose by 10.5%
following the intensification efforts and favorable
weather condition contributed mainly to the
growth of agricultural sector.

Value added by the mining sector increased
by 3.3% during 1981 after experiencing a de-
cline during the preceding 3 years. The increase
was mainly attributable to the increase in oil
production which at 1.4% was in contrast to
decreases of 0.6% in 1980 and 2.7% in 1979.
Output of other mining products also increased,
natural gas by 7.5%, tin 8.3%, coal 15.3% and
iron sand 14.8%.

The gross value added in the remaining sec-
tors aggregatively rose by 8.6% in 1981. The
increases were mainly registered in construction
9.7%, public administration and defence
10.7%, and transport and communication
7.1%.

The difference in the rates of growth in the
various economic sectors resulted in a shift of
their importance in GDP. The role of agricul-
tural sector in real GDP, though it remained
the most important, declined from 30.7% in
1980 to 29.5% in 1981, whereas the role of the
manufacturing sector rose from 15.3% to
15.9% (Table 8.2).

At current market prices, the role of mining
sector increased during the past few years mainly
because of the rise in prices of oil and increase
in natural gas production.

GDP at current market prices in 1981 to-
talled Rp 53,677 billion. With mid year popu-
lation estimate of 149.4 million, per capita GDP
was Rp 359,284.00. In terms of US$, this
amount was equivalent to $ 569.001) which was
14% higher than per capita income in the pre-
ceding year. The increase in per capita income

VIII. PRODUCTION, INFRASTRUCTURE AND PRICES

1)  $ 1 = RP 631.67.
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has shifted the position of Indonesia from a low
income to a middle-income developing coun-
try. 2)

B. Capital Investment

The Government policies with regard to
capital investment pursued thus far were con-
tinued during the year under report. In order
to achieve better coordination in the planning
and promotion of capital investment, the func-
tions of the Investment Coordinating Board
(BKPM) were extended. In addition to the for-
mulation of policies in the planning and pro-
motion of capital investment, the Board was

entrusted with the responsibility for the super-
vision of the implementation of capital invest-
ment. Government also revised the Priority List
(DSP), first on April 1, 1981, and later on Oc-
tober 1, 1981. After these adjustments, fields
of activity open to domestic capital investment
increased from 599 to 641, while those for for-
eign capital investment were reduced from 402
to 329. These adjustments were consistent with
the Government policy of providing more op-
portunities for domestic investment by encour-
aging the participation of the economically weak
groups and the cooperatives, whereas foreign
capital investment was oriented towards capital
intensive activities and those which involve tech-
nology that the domestic entrepreneurs find un-
able to provide. The October 1, 1981, DSP
provides 161 fields of activity and 103 of these2) Based on the World Bank’s criteria.
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are open to domestic capital investment, while
the remaining 58 fields are open to joint ven-
tures foreign capital investment. Further, there
are 81 fields of activities which are closed to
foreign as well as domestic investment.

1. Domestic capital investment

Compared with the preceding year, domes-
tic capital investment plans approved by the
Government in 1981 increased significantly,
namely by 42% to Rp 2,137 billion for 102
projects. The increase took place in all fields of
activities with the exception of forestry and
mining, where, on the contrary, approvals of
planned investment decreased by 9% and 64%,
respectively.

Since the enactment of the Domestic Invest-
ment Law in 1968 through the end of 19$1,
domestic investment projects approved by the
Government totalled 3,600, with intended capi-
tal of Rp 7,684 billion. Out of this, Rp 5,066
billion (66%) were in the manufacturing sec-
tor. Other sectors involving large amounts were
forestry with investment of Rp 1,148 billion
(15%), and agriculture with Rp 611 billion
(8%).

Geographically, a large number of projects
were located in West Jawa (22%), followed by
Jakarta (21%), East Jawa (12%), Central Jawa
(8%), North Sumatra (6%) and East
Kalimantan (5%). In terms of the value of in-
tended capital investment, West Jawa remained
the region absorbing most of the amount (24%).
Other regions with a fairly large amount of in-
tended domestic capital investment were Jakarta
(18%), East Jawa (11%) and East Kalimantan
(8%).

2. Foreign capital investment

In 1981 the Government approved 43 for-
eign investment projects with an intended in-
vestment of $ 1,179 million, thus raising the
foreign investment approvals since the enact-
ment of the Foreign Investment Law to $ 10,246
million for 787 projects. The total intended
investment approved in 1981 increased by 30%
($ 273 million) following a decline of 51% ($
932 million) in the preceding year. Investment
approvals for agriculture and mining sectors
decreased, but there were large increases in the
other sectors, by $ 161 million in manufactur-
ing by $ 115 million in forestry, by $ 43 mil-
lion in construction and by $ 19 million in fish-
ery. Within the manufacturing sector, signifi-
cant increases were registered in the approvals
for textile and leather industries, from $ 80
million to $ 142 million and for paper manu-
facturing industry, namely from $ 2 million to
$ 48 million.

By field of activity, most of the capital in-
vestment approved since 1967, were in the
manufacturing industry, namely $ 7;112 mil-
lion (69%) for 474 projects. Out of this amount
$ 2,060 million (23 projects) were invested in
basic metal industry, $ 1,430 million (73
projects) in textile and leather industry, $ 1,345
million (134 projects) in chemical and rubber
industry. Other manufacturing industry absorb-
ing fairly large amount of capital investment
were nonferrous mineral industry, metal works
industry and food industry.

In terms of number, 35% of foreign invest-
ment projects were located in Jakarta, 21% in
West Jawa, 9% in East Jawa and 5% in North
Sumatra. In terms of the value of investment,
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West Jawa ranked first with 22% of total in-
tended capital investment, followed by North
Sumatra (19%), Jakarta (17%), and East Jawa
(5%). It should be noted that the total intended
investment in North Sumatra ($ 1,906 million)
included investment for the Asahan Project,
with an intended investment of $ 1,712 mil-
lion.

By country of origin, most of the intended
foreign capital investment approved since 1967
through 1981 came from Japan, namely $ 3,744
million (37%) for 207 projects. Other coun-
tries with a fairly large amount of capital in-
vestment were Hongkong, with $ 1,225 mil-
lion (12%) for 126 projects, the Unites States
with $ 459 million (5%) for 79 projects, the
Netherlands with $ 411 million (4%) for 44
projects, Australia with $ 269 million (3%) for
35 projects and the Federal Republic of Ger-
many with $ 234 million (2%) for 24 projects.

The implementation of foreign capital in-
vestment reached $ 4,419 million (43%) in 629
projects at end of 1981. Of the total amount,
64% was invested in the manufacturing indus-
try, 12% in mining and 9% in forestry (Tabel
8.8).

C. Agriculture

In 1981, the agricultural production con-
tinued to record high rate of growth especially
relating to foodcrops, plantation crops and some
products of livestock reflected high rates of
growth. Those recording high growth rates were
rice, beans and corn under the foodcrops, palm
oil, rubber, coffee, copra and tea under planta-
tion crops, and milk and eggs as products of
livestock. In forestry and fishery, however, out-
put of timber and sea fishery experienced de-
clines. These declines were consistent with the

government policies to restrict exports of logs
in order to induce domestic wood processing
industries and to prohibit the use of trawlers to
protect traditional fishermen.

1. Food crops

With a view to achieving self-sufficiency,
efforts to increase production of foodcrops
especially in rice and secondary crops, were
implemented through intensif ication,
extensif ication, and diversif ication of
foodcrops. These efforts were mainly carried
out through Bimbingan Masal (Bimas) and
Intensifikasi Masal (Inmas) programs. These
programs provide extension services in the
implementation of “Panca Usaha Tani” (Five
Elements of Agricultural Intensification Pro-
gram/PUT) applied to all farmers (Bimas) or
to a group of farmers (Inmas) supported by
facilities of bank credits. Since the beginning
of the Third Plan, these programs were fur-
ther intensified, under Intensifikasi Khusus
(Insus or a special intensification program),
a variant of Bimas and Inmas applied to se-
lected farmers having land in adjacent. The
implementation of this program, during the
reporting year, showed a significant increase,
both in terms of areas harvested and produc-
tivity. The harvested area increased from 1.1
million ha to 1.7 million ha in 1981182,
while the average yield per ha increased from
3.02 ton to 3.30 ton.

In order to increase food production, since 1980/
81 a special program called Opsus has been imple-
mented. Under this program, priority is given to the
implementation of Bimas and Inmas in isolated re-
gions and in areas vulnerable to food shortages. In
the reporting year, the number of regions under this
program rose from 5 to 11 provinces.
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In line with the intensified implementation
of the above programs, the role and activities of
supporting institutions were also improved.
During 1981/82, the number of Bank Rakyat
Indonesia (BRI) village units increased from
3,455 to 3,619, village unit cooperatives (KUD)
from 4,710 to 5,176. Of the latter, 1,600 coop-
eratives were promoted to “KUD model” The
number of farm input stalls were raised from
12,139 units to 18,173 units. Also the number
of extension service personnel in the fields (PPL)
and extension service advisers (PPM) rose from
12,576 to 13,242 people.

The expansion of area under cultivation was
synchronized with transmigration and resettle-
ment3) programs. Both programs were carried
out by opening new rice fields and tidal irri-
gated lands supported by the infrastructural de-
velopment. During the reporting year, the open-
ing of new lands under tidal irrigation was 44.0
thousand ha, raising the total tidal irrigated
lands to 440 thousand ha, spread over areas of
Riau, Jambi, South Sumatra, West Kalimantan,
Mid Kalimantan, and South Kalimantan. Fur-
ther, 4.3 thousand ha of new rice fields were
opened.

Due to the above efforts, the harvested area
in 1981 rose from 14.7 million ha to 15.2 mil-
lion ha, of which 9.4 million ha was area har-
vested under paddy. Of this area, 1.8 million
ha was under Bimas programs and 5.8 million
ha under Inmas programs.

a. Rice

Rice production in 1981, rose significantly,
by 10.5% to 22,288 thousand tons (Table 8.10).

This increase resulted primarily from the ex-
pansion of cultivated area and the implementa-
tion of intensification programs and supported
by favorable weather conditions and appropri-
ate floor purchase price. The harvested area
under rice rose by 4.1% to 9.376 thousand ha,
while the average yield rose by 1.7% to 2.38
tons per ha.

Along with the programs oriented to increase
rice production, efforts to improve post-harvest
operations, such as, storage, transportation,

3) This program comprises resettling small groups of com-
munity whose residence and jobs are mobile.
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processsing and packaging were continued. In
this ease the Government increased the num-
ber of rice mills and built more warehouses in
different parts of the country (Table 8.11).

In order to maintain a sufficient national
stock of rice and ensuring stability of its price,
the construction of 18 new rice storage units
were completed with a total storage capacity of
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25.0 thousand tons. Hence, at end of 1981/82
the number of rice storage units rose to 375
with the total storage capacity of 1,204 thou-
sand tons. In line with the increased produc-
tion, during 1981 the Government expanded
its purchases of unhusked and milled rice from
1,635 thousand tons to 1,951 thousand tons.
Consequently, rice imports decreased from 1.2
million tons to only 428 thousand tons.

In order to further stimulate rice produc-
tion and increase farmers income in October,
1982 the Government announced the new floor
purchase prices of unhusked and milled rice
effective January 1, 1982. The floor purchase
prices of unhusked and milled rice were raised
from Rp 128.00 to Rp 146.00 and from Rp
195.00 to Rp 214.00 per kg, respectively.5)

This upward revision of floor purchase prices
led to the increase in retail prices of rice in some
cities, but this increase was relatively small. The
average price of medium quality milled rice in
Jakarta, which was Rp 215.42 per kg in March,
1981, rose to Rp 232.53 per kg in March, 1982
(Table 8.13).

b. Seceondary crops

Efforts to stimulate production of secondary crops
were continued by increasing yields of land, expand-
ing the areas under cultivation and setting of attrac-
tive floor purchase prices of major secondary crops.
Since November 1, 1981, the floor purchase price of
corn was raised from Rp 95.00 to Rp 105.00 per kg,
of peanuts from Rp 390.00 to Rp 425.00, of soy
beans from Rp 240.00 to Rp 270.00 and of smallgreen
beans from Rp 290.00 to Rp 310.00.6)

During 1981, most secondary crops whose
floor purchase prices were raised, reflected in-
creases both in harvested area and in total out-
put. Production of corn rose by 1.9% to 4,066
thousand tons, peanuts by 7.0% to 503 thou-
sand tons, soy beans by 19.1% to 778 thou-
sand tons and small-green beans by 6.4% to 150
thousand tons. Harvested area of the above sec-
ondary crops rose by 10.3% to 4,406 thousand
ha. Production of cassava and sweet potatoes,
also increased, i.e. by 2.9% and 7.8% to 14,128
thousand tons and 2,242 thousand tons, respec-
tively even though there were no floor purchase
prices of their commodities (Table 8.12).

2. Plantation crops

The policy with regard to the agricultural
estate continued to emphasize - the develop-
ment and enhancement of the role of
smallholders. This was carried out by pro-
viding extension services and credit facilities
under Nucleus Smallholders Estates (PIR)
and Project Management Units (UPP). The
Nucleus Smallholder Estate requires large
scale estates help the development of small
estate holders in their surrounding area,
not only in technique of planting and cul-
tivation, but also in processing in market-
ing of their products. Under the Project
Management Units, a specialized team is
constituted to provide guidance and assis-
tance to smallholders estates in organizing
KUD (Village Unit Cooperatives) in or-
der to improve their processing and mar-
keting.

During the reporting year, .output of plan-
tation crops, especially palm oil, rubber, coffee,
copra and tea increased significantly (see Table
8.9.).

4) In terms of rice.
5) Presidential Instruction No. 13, 1981, October 27, 1981.
6) Presidential Instruction No. 13, 1981, October 27, 1951.
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a. Rubber

Rubber production, which is mostly carried
out by ,smallholders (about 70%), increased by
4.4% to 1,046 thousand tons in 1981. Of this,

thousand tons, which accounted for 64.4% of
total rubber production.

As the world recession continued in 1981,
the consumption of both natural and synthetic
rubber declined. This situation affected export
and production of rubber, especially natural
rubber, by 6% and 5%, respectively. However,
rubber production in Indonesia continued to
increase but the volume and value of its export
declined by 10% to 859 thousand tons and 30%
to $ 758 million, respectively.

b. Copra

As a result of rejuvenation program, intro-
ducing high yielding hybrid varieties and im-
proving cultivation, being implemented since
the First Five Year Plan, the copra production
during the past several years has been going up.
In 1981, the copra production reached 1,812
thousand tons, which was 3% above the last
year production. However, since the domestic
demand for cooking oil grew fast, the increased
copra production was found to be insufficient.
Therefore, a part of consumption was met by
palm oil.

As mentioned in the last year’s report, due
to the rising domestic demand for cooking oil,

740 thousand tons were produced by
smallholders whose output increased by 5.0%,
and the remaining 306 thousand tons repre-
sented estate output which rose by 3% (Table
8.14).

During the past several years, a large pro-
portion of rubber production (60.6%) was in
the form of crumb rubber. In 1981, the pro-
duction of crumb rubber rose by 10.3% to 674
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copra, which was once an important export
commodity of Indonesia, was no longer ex-
ported and even import of copra was made in
1977 and 1978. With increasing use of palm
oil as a substitute for copra in production of
cooking oil and the favorable world market
price, a small quantity (36 thousand tons) was
again exported in 1980. But with easing of the
world prices and increase in domestic consump-
tion, no export of copra was made in 1981.

c. Palm oil

Of estate crops, palm oil was one of the few
which experienced continual increase in pro-
duction, mainly as a result of efforts in intensi-
fication, rejuvenation, and rehabilitation of fac-
tories. The efforts were very successful mainly
because palm oil was generally cultivated on
large estates. Since the past few years, efforts
were made to induce smallholders to cultivate
palm oil crops through the PIR program.

In 1981, palm oil production rose by 7% to
748 thousand tons, compared with an increase
of 9% in the preceding year.

Due to the rising domestic demand for cook-
ing oil, which could not be met by copra, palm
oil had been used domestically since 1978,
whereas previously it was wholly exported.
During 1981/82 exports of palm oil was merely
181 thousand tons ($ 78 million) as compared
to 377 thousand tons ($ 178 million) in 1980/
81. The decline in the value and volume of palm
oil exports in 1981/82 was also caused by unfa-
vorable price in the world market.

d. Sugar-cane

Sugar-cane, a basic raw material for granu-
lated sugar, was cultivated by smallholders and

sugar factories. The Government policy is to
gradually shift sugarcane cultivation from the
factories to smallholders, which was imple-
mented through the so-called sugarcane inten-
sification (TRI) program. Under the program,
smallholders were provided with bank credits.
This program aimed at raising income of
smallholders and at the same time expanding
sugar production. During 1981/82 the culti-
vated area under TRI program was 167 thou-
sand ha or 40% of total area under sugar-cane.
With a view to increase sugar production, the
Government took steps to increase area under
sugar-cane and built sugar factories, particularly
in areas outside Jawa. Following a decline in
the preceding year, the production of granulated
sugar, which is mostly undertaken by state sugar
factories, remained unchanged at 1,250 thou-
sand tons during 1981.

The production of granulated sugar was still
inadequate to meet the domestic demand and
in the reporting year imports of sugar amounted
to 852 thousand tons valued at $ 703 million.

e. Tea

Tea, comprising black and green tea, is pro-
duced by estates and smallholders. During 1981,
tea production increased by 3% to 109 thou-
sand tons, which was attributable to the expan-
sion of area under cultivation, replanting and
rehabilitation of sugar factories.

In 1981/82, the volume of tea export in-
creased by 11% to 87 thousand tons, however,
its value decreased by 3% to $ 94 million.

f. Coffee

Coffee production, mostly exported and
mainly produced by smallholders, rose by 3.5%
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to 295 thousand tons. This increase was due to
the extension of area under cultivation and bet-
ter cultivation techniques induced by high price
of coffee in the world market toward the middle
of 1980.

Consequent to the declining coffee prices
in world market and the reimposition of quo-
tas since October 1980, the volume of coffee
export in 1981/82 declined by 6% to 218 thou-
sand tons and its value dropped by 42% to $
340 million. It should be noted that the quota
for export from Indonesia was fixed at 164 thou-
sand tons for the period October 1980 to Sep-
tember 1981, and 138 thousand tons for Octo-
ber 1981 to September 1982. To export the sur-
plus, the Government encouraged exports to the
non-ICO (International Coffee Organization)
countries, especially to the Middle East, East
Europe and Asian countries.

g. Tobacco

Tobacco production, which mostly (about
87%) undertaken by smallholders, increased by
2% to 118 thousand tons in 1981. This small
increase was closely related to the expansion of
the cultivated area, induced by favorable prices
in the previous year.

Tobacco was used by domestic cigarette in-
dustries as well as exported. During 1981/82,
volume and value of exports declined by 13%
to 26 thousand tons and 29% to $ 49 million,
respectively, Tobacco was exported mainly to
West Germany, United States and Spain.

h. Spices

Among the three important spices, the pro-
duction of pepper and cloves increased by 5.4%
to 39 thousand tons, and 2.6% to 40 thousand

tons, respectively. On the other hand, nutmeg
production remained practically unchanged.

The volume of pepper export in 1981/ 82
increased by 7% to 32 thousand tons. Because
of the decline in world market prices of pepper,
exports in value decreased by 14% to $ 44 mil-
lion.

The increase in production of cloves was the
result of efforts to expand the area under culti-
vation using the high yield Zanzibar variety in
the past few years. The increase was also in-
duced, to some extend, by the rising domestic
demand as raw material for cigarette industry.
However, since production could not meet the
rising domestic demand, imports of cloves were
also stepped up during 1981. Imports of cloves
were 14.5 thousand tons or $ 120 million in
1981/82 compared with 9.5 thousand tons or
$ 61 million in the preceding year.

3. Forestry

As mentioned in last year’s report, in order
to encourage domestic wood processing indus-
try and expand employment opportunities, the
Government restrained export of logs and stipu-
lated that the holders of forestry exploitation
rights (HPH) should earmark a portion of their
logs output for the domestic timber processing
industries. These policies, together with slack-
ened world demand, resulted in a sharp decline
of timber output. Timber output, which re-
corded an 18% decline to 22 million m3 in
1980, went further down by 27% to 16 million
m3 in 1981.

In 1981/82 the volume and value of timber
exports declined by 48% to 5.9 million tons
and 43% to $ 951 million, respectively. Bulk of
timber exported originated from Kalimantan
and Sumatra.
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Besides timber, exports of other forestry
products such as rattan, resin and copal contin-
ued to remain important (Table 8.16).

In order to conserve forestry resources and
its natural environments, the Government in-
tensified the enforcement of measures for re-
forestations and greening (see Table 8.17). Fur-
ther, the Government also intensified control
on forestry exploitation and the cutting of trees
undertaken by the holders of HPH. It may be
mentioned that by the end  of the reporting year
there were 518 PMA and PMDN enterprises
having forestry exploitation rights extending
over an area of 52,2 million ha.

4. Fishery

In 1981, fishery production increased

slightly by 1% to 1,869 thousand tons. The in-
crease emanated from the inland fishery, the
output of which rose by 5.9% to 482 thousand
tons, whereas output of sea fishery declined by
0.6% to 1,387 thousand tons. The increased
output in inland fishery was closely related to
the efforts of the Government to encourage ex-
pansion of fresh water fishery and fishpond
through extension services, distribution of fish
and seedlings. The decline in output of sea fish-
ery was closely related to the efforts of the Gov-
ernment to prohibit use of trawlers in order to
protect traditional fishermen as also to conserve
fishery resources.

Besides meeting domestic demand, output
of fishery is also exported. The major portion
of fishery export is shrimp, export of which
declined by 7% to 39 thousand tons in 1981.

5. Livestock

The most important livestock production
are meat, eggs and milk. In 1981, their produc-
tion increased by 4.4%, 6.2%, and 10.3% to
596 thousand tons, 275 thousand tons and 86
million liters, respectively. The increase in out-
put of livestock products was due to the rising
demand induced by higher income and the de-
sire to achieve higher nutrition standard and
the efforts to improve productivity through vari-
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ous programs such as “Panca Usaha Ternak
Potong” (PUTP) and “Pengembangan Usaha
Sapi Perah” (PUSP) for cattle, and “Bimas
Ayam” for poultry.

In order to promote poultry-farms mainly
designed to create employment opportunities
and to increase the income of small operators,
the Government since November 1981, re-
strained the production of large poultry farms.7)

The limits for the poultry farm specializing to
produce eggs (layer) was fixed at 5,000 heads.8)

On the other hand, the poultry farm specializ-
ing to produce meat (broiler) was fixed at 750
heads per week 9)

D. Mining

Mining sector plays a very important role in the
economy of Indonesia as it is a major foreign exchange
earner, a major source of government revenues and a
potent item in the formation of GDP. During 1981/
82, at least 85% of export earnings and 70% of gov-
ernment domestic revenues were derived from this
sector. Mining constituted 24% of GDP at current
price in 1981.

In 1981, output of several mining products
showed increases despite world economic reces-
sion. Significant increases were recorded in out-
put of natural gas, tin, nickel ore, coal, copper
concentrate and iron sand concentrate. On the
other hand, output of crude oil, bauxite, gold
and silver registered declines (Table 8.18).

In order to increase output of mining prod-
ucts and diversify its sources, the Government
continued efforts in searching new areas and
provided opportunities to foreign companies to

undertake exploration. In mining of crude oil,
a remarkable increase in exploration activities
occurred in 1981, which over 60% was con-
fined to offshore. In order to increase the use of
natural gas, the Government expanded the ca-
pacity of plants for conversion liquefied natu-
ral gas. Much of this work is expected to be
completed in 1983/84. In addition, an agree-
ment on cooperation was reached between PN
Tambang Batubara (State Coal Mining Corpo-
ration) and several foreign companies to engage
in the mining of coal in East Kalimantan and
South Kalimantan.

1. Crude oil

After registering an increase in 1980181, crude
oil production declined from 581 million barrels
to 570 million barrels (or 1.56 million barrels per
day) in the reporting year (Table 8.19). The de-
cline was closely related to the difficulties in mar-
keting of exports during the last few months of
the reporting year, because of the oil glut in world
market. In spite of this, exploration activities by
PN Pertamina and foreign contractors were
stepped up as reflected, inter alia, by the number
of oil wells drilled. Number of oil wells drilled
reached 228 in 1981 as compared with 193 in
1980 and 169 in 1979. In addition, nine produc-
tion sharing contracts were signed with, foreign
companies. As of 1981, the number of contracts
signed in crude oil sector was 66 as compared with
57' in the previous year, and production had com-
menced under 20 of these contracts.

Or the total crude oil production of 570
million barrels in 1981/82, 421 million barrels
(74%) were exported10), whereas the balance was

7) Presidential Decree No. 50, 1981.
8) No more than May 1, 1984,
9) No more than August 19, 1982.

10) Including cross purchase/cross exchange for exports amount-
ing 51.4 million barrels and imports 38.9 million barrels.
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refined into fuel products for domestic con-
sumption and for exports. The export volume
of refined petroleum products was 47 million
barrels in the reporting year as compared with

54 million barrels in the preceding year. Since
output of domestic refinery was not adequate
to meet domestic demand, 48 million barrels
of petroleum products had to be imported in
the reporting years.10) It may be added that the
domestic need of petroleum products was 157
million barrels in 1981/82.

Due to the increased cost of production
of refined petroleum products and in an ef-
fort to reduce oil subsidy, in 1982 the Gov-
ernment raised domestic fuel prices by an
average of 60%. The new domestic selling
prices became Rp 360.00 for super gasoline,
Rp 240.00 for avgas, avtur and premium, Rp
75.00 for solar, diesel and fuel oils and Rp
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00.00 for kerosene.11) However, on average
the new prices were still lower than the cost
of production and as domestic consumption
continued to increase, the oil subsidy rose
from Rp 1,022 million to Rp 1,316 million
in the reporting year.

2. Natural gas

Since 1977 natural gas is being exported in
the form of liquefied natural gas (LNG). LNG
is row widely used as raw material and source
of energy in various industries, such as, fertil-
izer, cement and steel smelting. Because of this,
its role in Indonesian economy has become vi-
tal in recent years. Production and use of natu-
ral gas rose by 7% to 1,124 million MSCF and
11% to 901 million MSCF in 1981 (Table
8.20).

Currently, large volume of natural gas is con-
verted into LNG, in Arun refinery (Aceh) and
Badak refinery (East Kalimantan). Entire LNG

output is exported to Japan under a long-term
sale contract. In the reporting year, the value of
LNG exports reached $ 2,342 million as com-
pared with $ 2,111 million in 1980/81. It may
be mentioned that as LNG exports increased,
which was due to the rising demand from Ja-
pan, LNG production went beyond the capac-
ity set previously.

Indonesia currently owns 5 LNG trains
(units of production), namely, 2 units in Badak
with the installed capacity of 3.3 metric tons
and 3 units in Arun with the installed capacity
of. 4.5 metric tons. To meet the rising demand
for LNG, programs were underway in Badak
and Arun refineries to create at each refinery
additional capacity of 3.3 million metric tons
annually, which is expected to commence to-
wards close of 1983 at Badak an in early 1984
at Arun.

3. Tin

In the reporting year, tin production rose by
7% to 36 thousand tons. The rise was attribut-
able to the increase in the activities of off-shore
mining carried out, among others, by addition
of a dredger with annual capacity of 1,100 tons
of tin.

Unlike production, export volume of tins12)

did not show a significant change, it amounted
31 thousand tons compared to 30 thousand tons
in the preceding year. However, due to the de-
cline in price of tin in international market,
which resulted from the world economic reces-
sion and release of the reserves by the United
States, export value of tin declined from $ 454
million to $ 437 million.

11). Presidential Decree No. 1 /1982, January 4, 1982.
12). In terms of tin metal.
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4. Nickel
Exports of nickel ore increased by 5% to

1,300 thousand tons in the reporting year. In
line with this increase, production of nickel ore
by PT Aneka Tambang in Pomalaa (South East
Sulawesi) and Gebe Island (Halmahera) also rose
by 19% to 1,598 million tons in the reporting
year.

As mentioned in the last year report, nickel
produced by PT Aneka Tambang was partly
processed into ferro nickel and exported. In the
reporting year, production as well as exports of
ferro nickel increased by 6% and 15%, respec-
tively (Table 8.21).

In addition to Aneka Tambang, the mining
of nickel ore was carried out by PT Inco in
Soroako (South Sulawesi), the output of which
was wholly processed into nickel matte. Dur-
ing 1981/82, production of nickel matte rose
by 8% to 19,201 tons, but its exports declined
by 15% to 16,907 tons due to deterioration of
price in the international market (Table 8.22).

5. Bauxite

Nearly all bauxite output mined by PT
Aneka Tambang in Bintan Island (Riau) was
exported to Japan to be processed into alumina
and aluminium.

Consequently, its output is influenced
heavily by the demand conditions in Japan. In
the reporting year, bauxite production declined
by 20% to 1,015 thousand tons and exports by
18% to 956 thousand tons.

In order to reduce dependency on foreign
demand and exploit vast reserves of bauxite, a
bauxite extracting plant with annual capacity
of 600 thousand tons was planned to be set up
in the island of Bintan. Of the total produc-
tion, 450 thousand tons were earmarked as raw
material for aluminium smelting plant in Kuala
Tanjung (North Sumatra), whereas the remain-
der was planned to be exported. In connection
with this plan, a contract for the establishment
of alumina smelting plant by PT Aneka
Tambang and foreign contractors, namely, Kai-
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ser Aluminium Technical Service (KATSI) and
Kaiser Engineer International (KEI) was signed
during the reporting year. The construction of
the alumina smelting plant was due to be com-
pleted in 1986.

f . Coal

In Indonesia coal was mined by PN
Batubara with its Ombilin mining unit in
Sawahlunto (West Sumatra) arid Bukit Asam
unit in Muara Enim (South Sumatra). In or-
der to step up the exploitation of coal, the
mining unit in Bukit Asam was separated
from PN Batubara and an independent cor-
poration called PT Tambang Batubara was
established 13) In the reporting year, total coal
ouput rose by 12% to 367 million tons. The
increase was attributable to the use of new
mining equipments, especially at Ombilin in
West Sumatra. In line with the rise in pro-
duction, the sales of coal to meet both do-
mestic and foreign demand also increased.
The domestic use of coal was mainly for fuel
in cement industry and as auxiliary in smelt-
ing tin and ferro nickel plants. In the report-
ing year, domestic sales of coal reached 195
thousand tons, whereas exports rose by 25%
to 135 thousand tons with an export value
of $ 5 million.

In addition to increasing production ca-
pacity in existing coal mines, namely,
Ombilin and Bukit Asam, the Government
continued to open new coal mines in antici-
pation of the growing needs. For this pur-
pose, contracts between PN Batubara arid

four PMA companies were signed to mine
coal in East and South Kalimantan. It was
expected that the four companies would com-
mence production in 1988.

7. Copper

Currently, the only company producing
copper concentrate in Indonesia was Freeport
Indonesia Inc., engaged in the mining area
of Gunung Bijih, Irian Jaya. In order to in-
crease production in the reporting year, the
company started deep mining in the eastern
part of Gunung Bijih in addition to the min-
ing at the former site. As a result, copper con-
centrate production rose by 10% to 197
thousand tons in 1981/82.

Along with the increased production, vol-
ume and value of copper concentrate exports
rose by 19% to 210 million tons and 16% to
$ 133 million respectively, in the reporting
year.

8. Iron sand

Output of iron-sand concentrate pro-
duced from the mining sites of Cilacap (Cen-
tral Jawa) and Pelabuhan Ratu (West Jawa)
showed a remarkable growth of 55% in 1981/
82 to reach 106 thousand tons. The increase
was due mainly to the rise in domestic de-
mand for iron-sand concentrate. In 1981/82,
domestic demand for iron-sand concentrate
rose by 29% to 87 thousand tons (Table
8.23).

9. Gold and silver

Output of gold and silver mined by PT
Aneka Tambang in Cikotok and Cirotan (West

13). Government  Regulation No. 42/1980, December 15,
1980.
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Jawa), showed sharp declines in the reporting
year, gold by 23% to 173 kg and silver 15% to
1,940 kg. The declines were due mainly to the
diminishing contents of the metals in the ores
mined at present sites. In order to increase pro-
duction, PT Aneka Tambang continued to
search for new gold and silver mines.

E. Manufacturing Industry

In recent years, output of manufacturing in-
dustry registered relatively fast growth. Its value
added in constant price grew at an annual rate
of 15% during the last five years. In 1981 this
sector recorded a growth of 12%, which was
lower than that of 22% in the preceding year.
This growth, by no means small, was accounted
for mainly by output of cement, motor-vehicle
tires, cigarettes and electronic products (Table
8.24).

Relatively fast growth of manufacturing sec-
tor was in line with measures adopted by the
Government towards development of manufac-
turing industry. The measures included, inter
olio, imposition of lower import duties on im-
ports of raw materials, auxiliary goods and capi-

tal goods, and higher import duties on finished
and semi finished goods which are being pro-
duced domestically, and standardization of
manufacturing products and granting of cred-
its on concessionary terms. In order to improve
the competitiveness of industrial products, since
1978 the Government has been issuing Export
Certificates for exporters for promoting exports.

For future development of manufacturing
industry, the Government established key
projects, which would have large multiplier ef-
fect. Such projects, among others, are in basic
chemical and metal industries.

The Government continued to pay special
attention to the growth of small industries which
are considered essential for creating employment
opportunities. In this connection, the Govern-
ment established small scale industrial estates
(LIK), a location serving as the center of small
scale industrial activities with the required
infrastructural facilities. During the reporting
year, two LIKs were established one in
Yogyakarta and another in Magetan.

1. Textile

In the reporting year, the development of
textile and garment industry was directed to-
wards the establishment of factories producing
raw material, encouraging exports and improve-
ment of product quality, and creating varieties
in the products. Output of raw material in the
form of cotton yarn rose by 4% to 1,233 thou-
sand bales, following 19% growth in the pre-
ceding year. In the reporting year, the Govern-
ment signed a contract for the establishment of
aromatic center in Plaju (South Sumatra) for
producing raw material for the textile industry.
This plant is expected to go on stream from
1986.
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Export promotion was encouraged through
granting of incentives in the form of export cer-
tificates. However, several problems still re-
mained to be solved especially relating to re-
strictions imposed on garments imported by
several developed countries, particularly the
European Economic Community (EEC). The
restrictions resulted in the reduced rate of in-
crease in exports of garments during 1980/$1.
Due to quota adjustment by EEC and expan-
sion in the granting of export certificates dur-
ing the second semester of 19$1, volume and
value of textile exports again recorded remark-
able growth in 1981/82; volume rose by 26%
to 29 thousand tons and value by 15.7% to $
147 million.

Despite significant rise in exports, produc-
tion grew by only 3.3% to 2,094 million meters
as compared with 6.1% in the preceding year.
The lower rate of increase in production was
closely related to the existence of large inven-
tory buildup.

2. Fertilizer

During the past four years, fertilizer produc-
tion showed a significant rise, i.e. by an annual
average of 26.5%. The increase was attributable
to the expansion in production capacity of fer-
tilizer plants so as to meet increased domestic
demand. Since 1977, fertilizers had been even
exported to a few countries. But because of the
growing domestic demand, the volume exports
continued to decline and during the reporting
year exports were small mainly to fulfill the con-
tracts previously committed.

At the end of 1981/82, the installed ca-
pacity of urea fertilizer plants, consisting of
three plants, namely, PT Pusri, PT Pupuk
Kijang and PT Petrokimia Gresik, totalled

2.2 million tons annually. In order to increase
production capacity, several fertilizer plants
were under construction, namely, the projects
of Kalimantan I and II in Bontang, PT Pupuk
Iskandar Muda and PT Pupuk ASEAN in
Lhokseumawe each with the capacity of 570
thousand tons.

In 1980/81, production of urea fertilizer
nearly reached its maximum capacity, and
therefore its output recorded only a slight
increase of 1.1% to 2,007 thousand tons
during the reporting year.

In order to meet the growing domestic de-
mand for fertilizers, 302 thousand tons of fer-
tilizer were imported during 1981 as compared
with 9 thousand tons in the preceding year. In
addition, imports of non-urea fertilizer increased
by 86% to 705 thousand tons, especially those
categories of fertilizers which were not ad-
equately produced domestically. In the coming
years, output of urea fertilizer is expected to
accelerate with installation of fertilizer plants
now under construction, which is expected to
be completed in 1985, and in which the installed
national capacity of urea fertilizer will reach 4.5
million tons annually.

Production of non-urea fertilizer, con-
sisting of TSP, DAP, NPK and ZA, reached
774 thousand tons, an increase of 19%
compared with 140% in the preceding
year. Currently, non-urea fertilizer was pro-
duced by PT Petrokimia Gresik, the capac-
ity of which is expected to be raised to 1.4
million tons annually during the course of
next three years.

3. Cement

During the reporting year, cement produc-
tion recorded a significant rise, i.e. by 17% to
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6,$84 thousand tons. The rise was due to the
increased utilization of the capacity which to-
talled 8,700 thousand tons at the end of the
reporting year.

Despite a fast growth in cement production
in the past few years, imports of cement, espe-
cially white cement, were still considered nec-
essary because of inadequate domestic produc-
tion. In the reporting year, import volume
amounted to 375 thousand tons worth $ 46
million. As a part of export promotion mea-
sures, portland cement and clinker were ex-
ported. During 1981, exports of portland ce-
ment and clinker amounted to 323 thousand
tons and 163 thousand tons, respectively.

In order to meet domestic demand which is
estimated to increase by about 15% to 20%
annually, the Government continued to expand
the national capacity either through expansion
of the existing plants or establishment of new
plants.

Currently, seven cement plants were under
construction with an additional capacity of
6,800 thousand tons annually. In addition,
preparation had been made to expand 2 cement
plants (PT Semen Cibinong and PT Semen
Nusantara) with an annual capacity of 2 mil-
lion tons and construction of 2 plants (PT Se-
men Cirebon and Proyek Semen Madura) with
an annual capacity of 3 million tons. Expan-
sion and construction of the plants are expected
to be completed in 1986, bringing total capac-
ity of cement plants to around 21 million tons
annually.

4. Motor vehicle tires

Following widespread use of motor vehicles,
production of motor vehicle tires recorded a sig-
nificant growth. Output of automobile and mo-

torcycle tires registered increases of 15% and
21% to 3,817 thousand and 2,801 thousand
pieces, respectively. Though still in a small quan-
tity, the automobile tires were exported during
the reporting year.

In order to meet the increased domestic
demand, the capacity of the existing plants
were expanded through expansion and mod-
ernization. During the reporting year, the
annual production capacity of automobile
tires rose by 5% to 4,570 thousand pieces
and motorcycle tires by 12% to 2,785 thou-
sand pieces. Meanwhile, during the report-
ing year, an agreement was made between a
national tire corporation and a foreign cor-
poration to engage in the production of
off-road tires,  aircraft  t ires and
military-vehicle tires.

5. Paper

Paper industry is one of the few industry
which recorded relatively fast growth in the past
few years. The average annual capacity and pro-
duction grew at 41% and 35%, respectively.
During the reporting year, paper production
reached 247 thousand tons, an increase of 6%
over the output in the preceding year (Table
8.25).

In order to meet the future demand of pa-
per which is estimated to increase by an annual
average of 12%, plans were made to expand 3
paper mills and to establish 11 new paper mills
throughout Indonesia with an additional capac-
ity of 988.5 thousand tons. Among these
projects, some were designed to produce spe-
cial kinds of paper which were presently im-
ported such as newsprint, craft and coated pa-
per, and paper for cement bags. According to
these plans, newsprint will be produced by Leces
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IV, craft paper and cement bags by Cilacap,
Cibinong, Sidoardjo and Lhokseumawe and
coated paper in South Sulawesi. In addition,
the feasibility of setting up a paper mill for pro-
ducing paper for valuable documents was also
udder study.

Despite the fast growth recorded in paper
industry, production met only 36% of domes-
tic demand. Hence import of 448 thousand tons
of paper worth $ 280 million became inevitable
during the reporting year.

6. Salt

As commonly known, the annual salt pro-
duction fluctuates widely, depending upon
weather conditions. During the reporting year,
salt production showed a sharp decline, by 59%
to 286 million tons (Table 8.26). The decline
was closely related to unfavorable weather con-
ditions.

During 1981, domestic demand for salt
amounted to 650 thousand tons, of which 450
thousand tons were for household consumption
and the rest for industrial uses. Despite the low
production which was well below the required

level during the year, the surplus from the pre-
vious year’s production was used to meet the
domestic demand. The stock held by PN Garam
at the end of December 1981 was 894 thou-
sand tons which was more than adequate.

As mentioned in the last year’s report, since
1977 PIE Garam had been assigned as the
holder of national stock of salt so as to main-
tain its price at an appropriate level and ensure
its stability. For this purpose, the Government
fixed the floor purchase price and P1V Garam
was obligated to purchase output of small op-
erators when the price was below the floor pur-
chase price. During the year under report, the
Government revised upward the floor purchase
price of salt from Rp 15.00 to Rp 17.00 for
Grade I, from Rp 12.00 to Rp 14.00 for Grade
II and from Rp 9.00 to Rp 10.50 for Grade
111.14)

7. Basic metal and metal products

Metal industry comprising basic metals and
basic products, machinery and equipment, and

14) Directorate General of Domestic Trade, Ministry of Trade
and Cooperative Decision No. 299/KP/VI/81, June 9,
1981.
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vehicles showed an encouraging growth during
the reporting year.15)

With the exception of wire rod, all impor-
tant products of basic metal and basic product
industry registered increases, especially sheet
(97%), steel pipe (58%), sponge iron (36%),
steel wire (12%) and steel ingot (10%). These
increases were closely related to the rapid growth
in construction activities (10%).

The increase in machinery and equipment
output was reflected mainly in the production
of diesel engines followed by hand tractors and
sewing machines. The output of diesel engines
rose by 104% to 69 thousand units, hand trac-
tors by 22% to 1,074 units and sewing machines
by 5% to 552 thousand units. The decline in
output was mainly registered by rice huller
which was a phenomenon of past two years and
was attributable to the suspension of investment
credit facilities as the present capacity was tem-
porarily considered more than adequate. In or-
der to enable the industry to produce big ma-
chinery, the Investment Coordinating Board
(BKPM) had accorded approvals to several na-
tional and foreign companies to engage in the
production of diesel and petrol engines for au-
tomobiles.

So far industries producing means of trans-
portation had been using imported compo-
nents. Efforts of the Government were to in-
crease the use of domestically produced com-
ponents, either through encouraging the estab-
lishment of plants producing these components
or reducing the imports. In addition, the Gov-
ernment made attempts to support the growth
of industry producing means of domestic trans-

portation by requiring the transportation com-
panies, especially, shipping and airlines compa-
nies to give preference to the purchase of do-
mestically produced means of transportation of
particular size and type. In line with these ef-
forts, motor vehicle industry displayed rapid
growth in switching to the use of domestically
produced components. Production (assembly)
of automobiles and motorcycles recorded dur-
ing the past five year compound average annual
growth of 23% and 13%, respectively. During
the reporting year, automobile production rose
by 21% to 210 thousand units and motorcycles
also by 23% to 503 thousand units. A signifi-
cant progress was also achieved in the assem-
bling of aircrafts (excluding helicopters), i.e.
from 12 to 17 during the reporting year. Com-
pared with other means of transportation, ves-
sel industry showed a slower growth as its pro-
duction rose from 27 thousand BRT to 29 thou-
sand BRT during the reporting year.

8. Electrical appliances

General improvement in the standard of liv-
ing and availability of electric power with wide
distribution networks gave rise to the increased
demand for electrical appliances. Consequently,
output of several kinds of electrical consumer
items and electrical appliances maintained up-
ward movement. Output of several electrical
consumer items rose significantly; color televi-
sion by 106% to 203 thousand units, radio cas-
sette recorders by 9% to 672 thousand units,
and light bulbs and TL bulbs by 8% to 36 mil-
lion units.

F. Electric Power

The efforts of the Government with regard
15) Under the classification by Directorate General of Basic

Metal Industries of the Ministry of Industry.
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to electricity were to expand capacity of electric
power generators as well as transmission lines
and distribution networks. During the past few
years expansion of distribution networks were
made with the aim of distributing widely the
availability of electricity to the people in line
with the policy of ensuring equitable distribu-
tion of development gains. In this connection
the rural electrification program was started in
1979/80,, which was expected to stimulate eco-
nomic activities in rural areas, thereby increase
income and standard of living in rural areas.

In 1981, the electric power generating ca-
pacity of PLN was expanded significantly, by
10.5% to 2.821 MW as compared with the pre-
ceding year increase of only 6%. This increase
was mainly attributable to the expanded capac-
ity of the steam power generators, up by 26%
to 956 MW. The repair and construction of
transmission lines totalled 804 kmc16) and ad-
dition 13 units of transformer stations with to-
tal capacity of 1.057 MVA were created during
1981. In addition, construction of low and
medium voltage transmission lines reached
1.767 kmc and 2.716 kmc respectively and the
construction of 2.380 distribution stations with
total capacity of 237,453 KVA were completed.
With regard to rural electrification program, the
number of villages receiving electricity were in-
creased by 26% to 4,169 at the end of report-
ing year.

Consequently total output of electricity pro-
duced by PLN and other enterprises kept on
increasing. The output of electric power of PLN
increased by 16% to 8,229 million KWH while
those by other enterprises increased by 84% to
1.502 million KWH.

16) Kmc = Kilometer circuit.

G. Communication

In 1981, communication services in general
increased significantly, particularly relating to
freight transportation, postal and telecommu-
nication services. This development was in line
with the increased economic activities and rapid
economic growth and supported by expanded
and improved infrastructure and transportation
facilities.

Significant growth occurred in passenger
transportation lay air, both domestic and inter-
national, whereas railway transportation and
pioneer sailings slightly declined. It is encour-
aging that all types of freight transportation
progressed.

Postal and telecommunication services con-
tinued to expand both domestically and inter-
nationally. More than 90% of kecamatan
(sub-districts) were served by postal and giro
services including those in the transmigration
and resettlement areas. The expansion of these
services was relatively high in 1981. Further,
with the expansion of automation program and
the use of transmission system in the form of
micro-waves and satellite communication, and
sea cable, the number of cities served by long
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distance direct dial system (SLJJ) increased to
89 in 1981. Also, the number of countries that
could be directly dialed by telephone (interna-
tional direct dial) increased from 8 to 49.

I. Land Transportation

The Government policy on land transpor-
tation during the reporting year continued to
be aimed at development of integrated trans-
portation system of highways, railways, and
waterways. In line with the expansion of eco-
nomic activities and improved and expanded
roadways, passengers and freight transportation
also expanded. Consequently, demand for ve-
hicles for road transportation such as buses,
trucks, passenger cars and motorcycles rose. In
1981, the number of vehicles increased from
3,971.5 thousand units in the preceding year
to 4,622.3 thousand units, comprising of 722.4
thousand passenger cars, 590.5 thousand trucks,
112.1 thousand buses, and 3,197.3 thousand
motor cycles (Table 8.28).

During the reporting year, various efforts to
upgrade railway transportation comprised im-
provement in infrastructure and services to pas-
sengers, and expansion of equipments. In 1981
rehabilitation of 318 km of railway track and

reconditioning of 59 units of bridges were com-
pleted. In addition, 3 steam locomotives, 163
diesel locomotives, 286 passenger wagons and
1,583 cargo wagons were reconditioned. In
1981, the number of passengers transported by
railways were. 40 million, or about one million
lower than those in 1980. On the other hand
volume of cargo handled by railways rose by
13% to 4.9 million tons (Table 8.29).

The development of rivers, lakes and ferry
transportations continued to focus on upgrad-
ing of facilities so as to support the growth of
passengers and cargo in other transportation
systems. These efforts emphasized construction
of quays and ports, installation of river poles,
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maintenance of river beds, and scrapping of riv-
ers, lakes and channels. While the number pas-
sengers carried through the water transporta-
tion remained unchanged at around 16 million,
the volume of cargo handled rose by 27% to
3.9 million tons in 1981 (Table 8.30).

2. Sea transportation

Efforts to develop sea transportation during
1981/82 aimed at achieving better integration
among international and national fleet, special
railings, local railings, pioneer railings and tra-
ditional railings. To support these efforts, addi-
tional facilities were provided such as improved
harbors, safety devices in railings and construc-
tion of dockyards. In addition, efforts were made
to improve the skills of manpower and to sim-
plify procedures for sailing licences to the com-
panies.

The number of vessels in operation in inter-
national fleet increased to 61 with total capacity
of 802 thousand DWT in 1981/82 from 58 ves-
sels with total capacity of 668 thousand DWT in
1980/81. Consequently, cargo handled by the
ocean going fleet increased by 28% to 9.402 thou-
sand tons. To expand container services, PT Jakarta
Lloyd added 2 units of semi container vessels and

one unit of container vessel with total capacity of
54 thousand DWT in 1981. In addition, another
private shipping company operated 11 units of
semi container vessels with total capacity of 130
thousand DWT.

The route of international fleet were from
Indonesia to Japan, Hongkong, Taiwan,
Canada, the United States and Europe.

The volume of cargo handled by national
fleet consisting of 361 vessels with capacity of
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425 thousand DWT, increased by 2.3% to
5,952 thousand tons. It is worth noting that
despite the decline in number of vessels, the total
capacity went up by 4.7% (Table 8.32).

Local sailings, which connect places in an
island, were directed to meet the demand for
transportation in respective areas and to sup-
port the scheduled shipping lines. During 1981/
82 the number of vessels used by local sailings
was 1,090 with total capacity of 161 thousand
BRT, and volume of cargo handled was 2,271
thousand tons.

Traditional sailings which complement na-
tional and local sailings, and mainly serve re-
mote areas, operate boats of the size of around
100 m3 or 75 BRT and less. In 1981/82 the
number of boats increased by 31% to 3,346,
the capacity rose by 47% to 179 thousand BRT
and cargo handled went up by 34% to 1,959
thousand tons.

In 1981/82, the number of vessels of pio-
neer sailings which connected isolated regions
was 33 units with aggregate capacity of 17.6
thousand DWT. While cargo handled rose by
9% to 98 thousand tons, the number of pas-
sengers carried declined sharply by 26% to 122
thousand (Table 8.33).

3. Air transportation

To meet the rising demand for transporta-
tion service, the policy with regard to air trans-
portation was to increase the use of wide-bodied
aircrafts and domestically assembled aircrafts.

In developing national commercial flights,
a mufti-airline system has been adopted com-
prising 6 scheduled airlines and 19 unsched-
uled airlines. The number of aircrafts operated
by 6 scheduled airlines during 1981 decreased
from 169 units to 164 units because of some
replacements.

With the growth of commercial flights, fa-
cilities at airports were expanded, and some new
airports were built. Run-ways, aprons and
equipments were upgraded to accommodate
landing by wide-bodied aircrafts. The number
of airports which were able to handle landing
by B-747 increased from 2 to 4, by DC-10 or
A-300 increased from 5 to 8, and by DC-9 in-
creased from 13 to 15.

During 1981 PT Garuda Indonesian Airways
(GIA), the largest scheduled airlines, increased its
fleet by 11 aircrafts consisting of 2 B-747, 6 Air-
bus A-300, and 3 F-28. On the other hand, 3
DC-9 aircrafts were disposed of with the result
GIA had total of 79 aircrafts in 1981.
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Air transportation traffic, both domestic and
international, increased significantly during
1981. The number of passengers and cargos
transported by domestic flights increased by
20% and 11%, respectively, compared with in-
creases of 11% and 18% in the preceding year.
The number of passengers and cargo transported
by international flights rose by 36% and 13%,
respectively (Table 8.35).

In addition, pioneer flights which are ex-
pected to stimulate economic activity in remote
areas were expanded by providing more airports
in 21 provinces.

4. Postal and Giro services

Postal and Giro services continued to be
expanded through opening of new post of-
fices, addition of mobile postal units so as to
cover new settlement areas including trans-
migration areas. During 1981, out of the ex-
isting 3,432 subdistricts in Indonesia, 3,100
subdistricts or 90% were served by postal
service. Out of the existing 283 transmigra-
tion areas, 63% were served by postal service.
During 1981 the number of post offices in-
creased by 67 (Table 8.36).

Postal and giro services comprised delivery
of letters and parcels, issuance and encashments
of postal drafts, giro and cheques. During 1981,
number of parcels delivered increased by 4% to
1,213 thousand parcels whereas the letters de-
livered declined nominally to 273 million. The
amount of money transfers through postal
drafts, giro and cheques increased by 24% to
Rp 2,235 billion.

In addition to the above service, Perum Pos
and Giro also assisted Bank Tabungan Negara
(the State Savings Bank) in mobilising savings.
During 1981, total savings mobilized through
the postal and giro offices increased by 34% to
Rp 43 billion (Table 8.37).
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phone exchanges accounted for 88% of the
total existing capacity.

Further, the number of cities included in the
long-distance direct dialing network (SLJJ) in-
creased by 4 to 89 by the end of 1981. In addi-
tion, 14 other cities were provided with limited
SLJJ facility which enabled them to dial directly
only to certain cities. Also overseas telephone
calls were automatized.

The number of countries which could be
reached by the international direct dial (SLI)
increased significantly from 8 at the end of 1980
to 49 at the end of 1981. In 1981, the telecom-

5. Telecommunication

The telecommunication policy continued
to focus on the expansion of telephone net-
works, covering local, domestic and interna-
tional, and improvement in the quality of
services provided. This was executed through
construction of telephone exchanges and pro-
viding automatic telephones system. During
1981 the number of telephone exchanges in-
creased from 137 to 150 with total capacity
rising from 525 thousand lines to 546 thou-
sand lines. The capacity of automatic tele-
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munication service using telex system which was
planned to replace gradually the telegraph sys-
tem, was also expanded by addition of 2 central
telex units raising the number to 26 units with
total capacity of 12,080 lines. Now the telex
service could be used by customers as well as
public through telegraph offices equipped with
teleprinters. In 1981, the number of customers
increased from 5,289 to 6,679, while the num-
ber of cities served by the domestic telex net-
works for public use increased from 110 to 136.
In addition, one unit of central telex that could
communicate abroad was also installed.

6. Tourism

The number of foreign tourists visiting In-
donesia during the past few years maintained
uptrend, though there was some deceleration
in 1981. Number of foreign tourists during
1981 rose by 7% to 600.2 thousand as com-
pared with an increase of 12% in the preceding
year. The slower growth of foreign tourists,
among others, was related to the world wide
recession, mainly the industrial countries. The
number of foreign tourists coming from the
United States, the Eastern European countries
and the Middle East countries decreased. On
the other hand, significant increases were re-
corded in the number of foreign tourists com-
ing from Asian Pacific (12%) and Western Eu-
ropean (9%) countries. Australia held the lead
in the share of foreign tourists (16%) followed
by Singapore (12%) and Japan (11%).

In raising foreign exchange revenues through
non-oil and non-LNG sources, tourism presents
a great potential. Therefore, the Government
continued to encourage foreign tourists visit-
ing Indonesia, among others, through the pro-
motion campaigns at Indonesia’s tourist promo-

tion centers in San Francisco, Singapore, To-
kyo, Sydney, London and Frankfurt. In addi-
tion, measures were also taken to increase the
number of centers for tourists’ attractions and
improve other associated tourist facilities. Avail-
ability of accommodation, being one of the im-
portant factors, was increased. Number of ho-
tel rooms available in 10 tourists’ centers were
increased from 17,537 to 18,529 or by 7% dur-
ing 1981.

H. Prices

Price development during the reporting year
as measured by the consumer price index (CPI)
of 17 cities showed an increase of 9.8%. The
1981/82 inflation rate was the lowest in the past
ten years despite a 60% raise in the price of
domestic oil during the reporting year. Other
factors contributing to the low rate of inflation
were the high level of rice production, the weak-
ness of import prices as a result of the world
recession, and appreciation of rupiah against
some foreign currencies (other than US dollar).

The inflation rate of 9.8%, among others,
was related to the increase in the price of hous-
ing and miscellaneous components, the indices
of which rose by 15.52% and 13.05%, respec-
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tively. The high rate of price increase of hous-
ing was mainly caused by the increased price of
oil and electricity services which on an average
rose by 60% and 27%, respectively. The rise in
price of miscellaneous component was mainly
due to the increased tariff on transportation ser-
vices as a result of again the increase in price of
oil.

In order to stimulate the increase of produc-
tion and income of farmers, the Government
announced in October 1981 raises in the floor
purchase prices of secondary crops17) effective
from November 1, 1981 and the floor purchase
price of rice18) effective from January 1, 1982.
The floor purchase price of secondary crops
which comprise maize, soybeans, groundnuts
and small green beans paid by village unit co-
operatives (KUD) to farmers increased by 6.9%
through 12.5%, while those paid by Bulog to
KUD were raised by 7.26% through 12.75%.
The floor purchase price of rice paid by Bulog
to KUD was raised by 9.74% to Rp 214/kg,
while that paid to others increased by 10.21%
to Rp 210.50/kg. The floor purchase price of
dry unhusked rice paid by KUD to farmers was
raised by 12.5% to Rp 135.00/kg while that
paid by Bulog to KUD and to other increased
by 14.06% to Rp 146.00/kg, and by 12.96%
to Rp 139.50/kg, respectively. Despite the in-
creases in the floor purchase prices, the CPI of
foodstuffs during 1981/82 rose only by 6.13%.
This phenomenon reflected that price increases
of foodstuff other than rice and secondary crops
remained subdued.

In 1981/82, clothing component of CPI rose

by 3.81% although its production cost increased
consequent to the increased price of oil and
transportation services. It is well known that
during the past few years price of clothing re-
mained rather weak which, inter alia, was caused
by the over production.

During 1981/82 the price index rose by an
average of 0.82% per month. The highest rate of
increase was recorded in January 1982, namely
4.7%, as a result of the increase in price of oil.
However, a better supply and distribution of ba-
sic commodities had lowered the inflation rate in
February 1982 below the monthly average. An-
other highest rate of price increases occurred in
July 1981 (1.2%) and in October 1981 (1.17%).
The increased consumer spending on the eve of
Idul Fitri was the main cause of price rise in July
1981, and the increased floor purchase prices of
secondary crops, rice and unhusked rice was re-
sponsible for October 1981 price rise.

The domestic prices of export commodities,
in general, such as rubber and coffee showed a
downward slide. The average price of RSSI rub-
ber and Robusta coffee in Jakarta declined by
29.33% and 28.63%, respectively. These de-
creases were in line with the movement of their
prices in international markets. In 1981/82, the
average price of RSS I rubber in New York de-
clined by 24.59% to $ 0.5057/ lb. This decline
was closely related to the reduced demand for
natural rubber, mainly as a result of the world
recession. The price of Robusta coffee began to
decline in June 1980 as a result of over supply
in the international markets. To halt the declin-
ing price, the International Coffee Organiza-
tion (ICO) reimposed quota on coffee exports
in October 1980. The quota fixed for Indone-
sia was far below its level of production and its
ability to export. This situation depressed the
domestic price of coffee.

17) According to Presidential Instruction No. 12/1981, Oct.
27, 1981.

18) According to Presidential Instruction No. 13/1981, Oct.
27, 1981.
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I. Transmigration

As a part of development efforts in popula-
tion and manpower, the implementation of

transmigration program, namely the movement
of population to outside of Jawa and Bali, was
integrated with other development activities,
such as building of feeder roads, irrigation, ex-
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pansion of smallholder estates, and development
of the national security and defence
(HANKAMNAS).

The number of people transmigrated dur-
ing the reporting year recorded a substantial
(25%) growth reaching a total of 88.197 fami-
lies or 349,516 people. This significant increase
reflected better implementation of the transmi-
gration program as a result of effective coordi-
nation among the executing institutions. It may
be mentioned that the use of aircrafts for trans-
portation of transmigrants was increasingly
made.

The agreements with state and private
agricultural estates to absorb transmigrants
in their labor force was an important ele-
ment of transmigration program during

the reporting year. Further, the Govern-
ment encouraged spreading of activities in
areas outside of Jawa by providing facili-
ties for PMDN/PMA investment especially
of labor intensive native.
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APPENDIX B

MANAGEMENT OF BANK INDONESIA
As Per March 31, 1982

Government Commissioner : A.J. Witono S.

BOARD OF MANAGING DIRECTORS

Governor : Rachmat Saleh
Managing Director : Arifin Mohamad Siregar
Managing Director : Durmawel Ahmad
Managing Director : J.E. Ismael
Managing Director : M. Djoko Soedomo
Managing Director : Kamardy Arief
Managing Director : Teuku Mohamad Zahirsjah
Managing Director : Marjanto Danoesapoetro
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GENERAL MANAGER

Office of the Board : Soengkowo Prijoredjo
Administration and

Organization Department : Barnbang Susilo
Budget Department : Soetopno

15 Foreign Exchange Department : F.II. Raruxig
Economics and Statistics

Department : Slangor
Legal Department : T.M. Sjakur Maclaanud

International Department : N.A.L. Mailangkay
General Services Department : Sukiyato

Money and Capital Market
Department : Mahfud Jakile

General Credit Department : Rijanto
Cooperative and Small

Credit Department : Sujitno Siswowidagdo
Bank Supervision Department : Binhadi
Internal Control Department : Lulu Prawira Subrata

Issue Department : R. Soejoto
Credit Planning and Credit

Supervision Department : R. Martono
Personnel Department : D.M. Gunawan

REPRESENTATIVES

Kuala Lumpur and Singapore : Sutadi
London : R. Paryono

New Fork : H. I-Iutagalung
Tokyo : Eddy Suwardi

REGIONAL COORDINATORS

Coordinator of Bank Indonesia for East Jawa : Achmad Effendie
Coordinator of Bank Indonesia

for Central Jawa and Yogyakarta : Sumantri PIadisuryatno
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BRANCH MANAGERS

Ambon : Purtomo
Balikpapan : Sri Hastjarja Poerwasoeparta

Banda Aceh : Aibar Durin
Bandung : Masri Saleh

Banjarmasin : A. Bakri Pangoriseng
Bengkulu : P.R.O. Sihombing

Cirebon : Abdullah Ali
Denpasar : Sugiono

Jambi : Mohd. Kurdi
Jayapura : Soedharnindhito

Jember : C. Korompis
Kediri : Soediarto

Kendari : Buchari Thany
Kupang : Husein Bratasuwignya

Lhokseumawe : Soelasmo
Malang : R.P. Djokojoewono

Mataram : Mohamad Zain Sidin
Medan : R. Rachmad

Menado : Bistok Hutasoit
Padang : Kamaruddin

Palembang : Kamaloeddin Chatab
Palu : R. Saptadi Baroto

Pekanbaru : R. Soetrisno
Pematang Siantar : Purwoko

Pontianak : Ibnoe Soejachmoen N.P.
Purwokerto : Ruslan Ahmadi
Samarinda : Darwis Idroes
Semarang : Sumantri Hadisuryatno

Sibolga : Jatno Soesilarto
Solo : Djamalius Luddin

Surabaya : Achmad Effendie
Tasikmalaya : H. Afnan

Tegal : Djoko Sutrisno
Telukbetung : Abdul Kadir Hadi

Ternate : Srie Slamet
Ujung Pandang : Ahmad Sirod

Yogyakarta : Suparman Wijaya
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GLOSSARY

Cross Purchase/Cross Exchange is exports
of crude oil by Pertamina, the foreign exchange
receipts of which are used to finance imports of
refined petroleum products.

Designation plan is the assignment given
to an IMF member country to exchange a speci-
fied amount of convertible currencies in its pos-
session with SDRs held by other member coun-
tries. Such an assignment is determined mainly
on the basis of the balance of payments pros-
pects and international reserves position of the
respective member country.

Export Credit Facility is a package of cred-
its extended by Government and financial in-
stitutions) to promote exports, the terms of
which are somewhat softer than those of com-
mercial credits. A portion of credits provided
by the financial institutions is insured by the
insurance agency and this facility includes guar-
antee against part or nonpayment by importer
abroad.

Export insurance is an insurance intended
to cover probable risk encountered by export-
ers on account of part or nonpayment by im-
porters abroad in respect of goods shipped to
them.

Gold Restitution is a scheme for the resti-
tution of gold subscription of IMF member
countries at the official price of SDR 35 per
ounce of fine gold. The amount of gold resti-
tuted to each member country is determined
pari passu with its share in quota to the aggre-
gate quota at end of August 31, 1975.

Guarantor is a bank or a non-bank finan-
cial institution which guarantees the amortiza-
tion of bonds and the payment of interest.

IGGI (Inter-Governmental Group on In-
donesia) is a group of aid donors of Indonesia.

This group was founded in 1967 and meets
regularly to assess Indonesia’s needs for credits.
Aid donors include Australia, Austria, Belgium,
Italy, The Federal Republik of Germany, the
Netherlands, the United Kingdom, the United
States, Asian Development Bank (ADB) and
World Bank (IBRD and IDA).

Jaminan Kredit Ekspor is a guarantee to
cover the risk to handling banks on export cred-
its extended by them to exporters.

Koperasi Unit Desa (KUD) is village unit
cooperative entrusted with distributing farm in-
puts, marketing farm products and channeling
credits to farmers.

Kredit Candak Kulak (KCK) is a small
credit granted to petty traders. KCK is a soft-
term credit with simple procedures, extended
to assist the financing of merchandise. Loan-
able funds for these credits are entirely appro-
priated by the State Budget. The distribution
of this type of credit is entrusted to KUD, un-
der the supervision of the Directorate General
of Cooperatives.

Kredit Investasi~ Kecil (KIK) is small in-
vestment credit (medium or long term) ex-
tended on special terms and conditions with
simple procedures. This credit is especially de-
signed to assist indigenous smallscale entrepre-
neurs/ enterprises for the financing of their in-
vestments.

Kredit Midi is credit extended to small scale
entrepreneurs in villages as well as to earlier re-
cipients of mini credits whose business has
shown expansion. Terms and procedures for this
type of credit are the same as those for mini
credit. Ceiling on midi credit is fixed at Rp
500,000.00 with maturity of 3 years for invest-
ment and 1 year for working capital credits.

Kredit Mini is small credit extended on soft
terms with simple procedures to small entre-



156

preneurs, mainly ‘in the village. Funds for this
credit are provided by the State Budget and
channeled through Bank Rakyat Indonesia ex-
cept for the Irian Jaya Province, where Bank
Ekspor Impor Indonesia is entrusted with the
administration of this credit scheme.

Kredit Modal Kerja Permanen (KMKP) or
permanent working capital credit, is a credit
on special terms and conditions, and simple pro-
cedures especially designed to assist indigenous
smallscale entrepreneurs/enterprises for the fi-
nancing of working capital needs.

Kredit Pemilikan Rumah (KPR) or house-
ownership credit, is a soft-term credit available
to employees (government and nongovernment)
with an income not exceeding that of a govern-
ment employee of category IV, for financing
low-cost housing extended through State-owned
Savings Bank (BTN).

Liquid assets comprise cash on hand, de-
mand deposits and clearing guarantee deposits
with Bank Indonesia.

Liquidity credit is the refinancing facility
of Bank Indonesia’ to finance banks’ loans to
borrowers or to assist banks in overcoming their
liquidity problems.

Money Supply (Ml) comprises currency and
demand deposits, and money supply (M2) is
M1 plus quasi money (time and savings depos-
its and foreign currency deposits of the domes-
tic private sector).

Official Development Assistance (ODA) is
an assistance in the form of aid or loan on con-
cessionary terms, i.e. a grant element of 25% or
more.

Operasi Khusus (opsus) Peningkatan
Produksi Pangan is a special program aimed at
increasing production of food crops by giving
priority to the extension services rendered in
the implementation of Bimas and Inmas

schemes carriea out mainly in the isolated re-
gions producing insufficient food crops.

Operational Budget is the amount in local
currencies of member countries which may be
used by the Fund, subject to certain limitations,
to finance credits to other member countries.
The eligibility of a member country to be in-
cluded in the Operational Budget is favorable
balance of payments prospects and strong for-
eign exchange reserve.

Panca Usaha Tani, Bimas and Insus are
terms used in agricultural program in Indone-
sia. Panca Usaha Tani is the “five elements of
agricultural intensification program” compris-
ing application of fertilizers, control of pests and
diseases, planting of high yielding seeds, better
farming methods and better irrigation;
Bimbingan Masal (Bimas) is a program to in-
crease agricultural production by implement-
ing Panca Usaha Tani; Intensifikasi Khusus
(Insus) is a special intensification program, a
variant of Bimas, applied to groups of farmers.
The groups are formed on the basis of location,
type and nature of land. This program is in-
tended to encourage mutual cooperation among
farmers in the implementation of the Panca
Usaha Tani scheme.

Panca Usaha Ternak (PUT) is a program of
“five elements to boost cattle breeding”, cover-
ing better breeds, improvement of stalls, con-
trol of diseases, better feeding and qualified per-
sonnel for cattle breeding.

Perkebunan Inti Rakyat (PIR) is guide-
lines by estates towards improvement of
smallholders’ plantations in cultivation, man-
agement, processing and marketing of their
products.

Program import is a term used for imports
of raw material and consumer goods under the
Government program.
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Reconstitution is an obligation of the Fund’s
.participants of the SDR scheme to maintain a
minimum average daily balance of SDRs equiva-
lent to 15% of their net cumulative allocations
over successive periods of five years terminat-
ing at the end of each calender quarter. Partici-
pants had to “reconstitute” their holdings, if
necessary, to maintain this average balance.

Reserve Position in the Fund (RPF) is the
amount in international reserves of a member
country held with - the Fund, generated by the
amount of quota of the concerned member
country being larger than that of its local cur-
rency held in the Fund.

Tebu Rakyat Intensifikasi (TRI) is a pro-
gram aimed at improving productivity of
smallholders’ sugar-cane plantation (ouside
those of estates and sugar mills) through provi-
sion of guidance and production facilities, in
addition to bank credits.

Unit Pelaksana Proyek (UPP) is a model of
project for development of smallholders’ plan-
tations through management of the unit espe-
cially in regard to providing assistance in culti-
vation, processing and marketing of their prod-
ucts, besides introducing establishment of a
cooperative society wherever it is not already
there.
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