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OPENING STATEMENT 
OF THE REPRESENTATIVE OF INDONESIA 

1. First of all, the Indonesian delegation wishes to convey its deepest regret 
for the repeated postponement, as of 1965, with regard to the consultation on the 
Indonesian ûalance-of-payments restrictions which, as a rule, should be conducted 
once every other year. This delay is surely due to enormous and insurmountable 
difficulties. 

2. Since its latest consultation, that is to say in 1963, the Indonesian 
balance of payments has further deteriorated owing to a serious decline of exports, 
whereas the import needs increased. The constraint of foreign debts, repayment 
on the liabilities as well as on its interests, forms a heavy pressure indeed. 
Besides, the Indonesian budget has continuously shown considerable deficits. The 
economic difficulties of Indonesia had reached an apex, in the years 1965/66, 
resulting in a hideous inflation, as is clearly shown in the figures appended to 
my statement. The Indonesian Government took the view that the remedy for these 
difficulties is to overhaul its economic principles and policy and adopt a new 
attitude in restoring its economy. 

3. A nbw and fundamental aspect of this economic reform lies in the recognition 
that free market forces play a vital role in the rehabilitation and growth of our 
economy. 3ased on this principle, the numerous State enterprises, which previously 
enjoyed privileges in matters relating tc capital, credit, import and export, as 
well as the fixing of prices, are now put on a footing of equality with private 
enterprises. The State enterprises, deprived of their special privileges, should 
be in a position to compete freely with private enterprises. 

As a matter of fact a number of State enterprises has been converted into 
private enterprises. Moreover the management of foreign enterprises, which for 
political reason had been put under State control, has been returned to their 
ownersj such was the case with several oil companies. Other companies which had 
been taken over by the Government were put at the free disposal of their original 
owners, for example: the Unilever factories, the Goodyear tyre factory, Bata shoe 
factory, etc. 
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4-. A powerful factor which marks the importance attached by the Government to 
the play of free market forces, ̂ specially those affecting Indonesian inter
national economic relations, resides in the broad free market of the so-called 
BE system, comprising a large part of the exchange transactions. 

5. The private sector has been encouraged to work towards a better utilization 
of productive capacities by means of the removal of import licensing restrictions 
on raw materials, maintenance and other essential commodities. It has also been 
stimulated to invest in a wide variety of fields, by lowering taxes and providing 
other incentives to both domestic and foreign capital. Reverting to the problem 
of investment, it is worthwhile to note that the Indonesian Parliament and 
Government have passed a Bill on Foreign Investment on 10 January 1967. This 
Act, among others, specifies that tax privileges are accorded to foreign 
investment, and profits of foreign capital are assured repatriation in the 
original currency of investment. Guarantees are given with regard to nationali
zation and to employment of foreign management personnel and experts. 

6. Another facet of the Indonesian economic reform which deserves attention 
lies in the de-control of trade and payments and in the establishment of a 
simple and realistic exchange rate system which lays the basis for a unitary 
rate. These principles are also stipulated in the BE system, which works as 
follows: importers are free to use their BE for importing goods as listed in 
the BE list. This system is in principle a system of Open General Licensing. 
Since the BE rate is determined freely by supply and demand, it is bound to 
reflect the realistic exchange for a sound link between the Indonesian economy 
and the external world. The BE being a system of Open General Licensing, no 
licensing is needed anymore for each import. Thus a great bureaucratic burden 
and sources of irregularities have been eliminated. With the adoption of the 
BE system the Indonesian Government has abandoned the system of direct control 
and direct allocation. Under the BE system the direction and timing of the use 
of foreign exchange are in principle entrusted to each economic unit based on 
their respective needs and preferences. The attainment of a realistic and 
simple exchange rate at this time requires a smoothly operated floating exchange 
market on as wide a basis as possible. To this end the homogeneity of supply 
is a prerequisite that could only be achieved by integrating foreign aid funds 
into the existing supply of foreign exchange earned through export. 
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Another market exists for transactions in the complementary foreign 
exchange, the so-called "devisa pelengkap (DP)", which exporters receive in 
excess of the f.o.b. net prices. Since the use of the DP exchange has no time-
limit as it is with the BE and the importation with the DP exchange has more 
possibilities than is afforded by the BE list, its rate is a little higher 
(+ 7 per cent) than the BE rate. 

As the BE system improves, however, there is a tendency for the rates in 
the BE and the DP markets to converge. 

7. The BE system, which came into force as of 28 February 1966, has been 
amended twice: on 3 October 1966 and on 28 July 1967 respectively, both 
changes aimed at further improvements of the system, effected in two ways: 

First the BE list was expanded so as to cover a larger number of items 
importable through BE exchange. With the exception of five tariff items which 
were deleted, the latest modification amplified the BE list by another 
forty-eight tariff items, The total number of tariff items importable through 
the BE has now reached AA7, covering approximately one half of the entire 
tariff of Indonesia, 

Secondly the volume of export BE's available for import was enlarged by 
increasing the percentages of foreign exchange turned over to exporters. The 
latest modification in the percentage gives them: 

for export commodities, category A = 75 per cent 
for export commodities, category B = 90 per cent 

This alteration signifies that 88 per cent of export proceeds are made available 
for free non-governmental imports, whereas previously it amounted only to 
30 to 50 per cent. 

This illustrates the real desire of the Indonesian Government to give 
incentives for export and augment the facilities for import. 

8. As stated earlier, the exchange rate is determined by supply and demand 
and in accordance with the present BE system tge EE rate is now operative for 
almost all transactions. The obsolete rates, that is to say the transaction 
rate of US$1 = Rp 0.25 and the effective transaction rate of US$1 = Rp 10 are 
therefore, by virtue of the latest modification of 28 July 1967, no longer 
valid. 
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9. Another aspect of the economic reform concerns the principle of a balanced 
budget and the restriction of bank credits. The enormous annual budget 
deficits of 1959 to 1966 and the excessive volume of credit extended by the 
banking system have created a terrifying inflation. To stem this inflation, 
a tight money policy had been followed by the Government since October 1966. 

10. However, it goes without saying that domestic production had to be 
accelerated and expanded, which the Government promoted, among other means, by 
some relaxation in the credit policy, although a system of selectivity had to 
be adopted. 

11. In addition to what has been said, the Indonesian delegation would like 
also to take this opportunity to call the attention of the meeting to the 
creation of a regional association in South-East Asia in August this year 
called ASEAN, comprising Indonesia, Malaysia, the Philippines, Singapore and 
Thailand. The aim of this association is first and foremost the advancement 
and elevation of the economy of the member nations. Indonesia attaches great 
importance to this regional co-operation for her economic improvement. 

12. The Indonesian delegation has herewith traced in an exceedingly brief 
fashion the most important measures on the economic reform of Indonesia, 
which - although begun in an experimental way in February 1966 - was basically 
initiated as a complete and comprehensive system in October 1966 and further 
improved in July 1967. 

The distinguished delegates are surely aware that the precarious economic 
condition of Indonesia cannot be cured altogether within a year or two. None-
the less, imbued by good-will and earnest desire, guided by realistic economic 
principles now operating in Indonesia, a ray of hope is becoming visible 
for a better future. 

13. The Indonesian delegation is very pleased today to have the opportunity to 
exchange views with the distinguished members of the Balance-of-Payments 
Committee. 

For this occasion, the Indonesian Government has sent its representatives 
from Djakarta, Mr. R.A. Kartadjoemena, Director of the Central Bank of Indonesia 
and Chairman of the Foreign Exchange Board, and Mr. E.A. Sie Dhian Ho, Chief of 
the Research Division of the Central Bank of Indonesia. 

We are sure that this deliberation will bring forth suggestions and fruitful 
views, beneficial to Indonesia in its endeavour to improve her economic 
situation. 

14. In conclusion, Mr. Chairman, permit us, through your kind intermediary, to 
thank the members of the secretariat for their splendid work of producing the 
basic documents, and the representative of the International Monetary Fund for 
th6 comprehensive background material» 
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To the Opening Statement of the 
Indonesian Representative 

TABLE I 

Cost of Living, Indexes in Djakarta, 1959-1966 
(1957=100) 

End of year 

1959 
I960 
1961 
1962 
1963 
1964 
1965 
1966 

Index 

166.0 
215.0 
380.0 
976.0 

2,226.0 
5,234.0 

36,347.0 
267,279.0 

%_ inert 

19.4 
29.5 
76.7 
156.8 
128.1 
135.1 
594.4 
635.4 

Compared with the end of the previous year. 

Source: Central Bureau of Statistics, Djakarta. 

TABLii; II 

Money Supply 1959-1966 

(in millions of new rupiah) 

iiind of year Currency Deposits Total 

1959 
I960 
1961 
1962 
1963 
1964 
1965 
1966 

26.4 
34.0 
48.5 
102.9 
175.5 
452.7 

1,966.6 
15,720.1 

8.5 
13.8 
19.1 
33.0 
87.9 
22.4 
615.4 

5,304.3 

34.9 
47.8 
67.6 
135.9 
263.4 
675.1 

2,582.0 
21,024.4 

% increase of 
money supply 

18.6 
37.1 
41.4 
101.0 
93.8 
194.2 
282.4 
714.2 

Source: BNI Unit I, Djakarta. 
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TABLE III 

Government Revenues and Expenditures 1959-1966 

(in millions of new rupiah) 

Year 

1959 
I960 
1961 
1962 
1963 
1964 
1965 
1966 

Revenues 

30.58 
53.64 
62.22 
74- 02 
162.13 
283.33 
960.77 

13,U2.4 

Expenditures 

44-35 
60.54 
88.52 
122.08 
329.80 
681.33 

2,526.32 
29,433^0 

Deficit 

13.77 
6.90 
26.30 
48.06 
167.67 
397.95 

1,565.55 
16,290.6 

Sources ; 1. Central Bureau of Statistics, Djakarta. 
2. Department of Finance, Djakarta. 
3. 3NI Unit I, Djakarta. 

TABLE IV 

Exports and Imports, 1959-1966 

(in millions of US dollars) 

Year 

1959 
I960 
1961 
1962 
1963 
1964 
1965 
1966 

Exports 

645.3 
620.0 
527.3 
447.9 
426.9 
456.8 
436.0 
492.7 

Imports 

481.9 
577.7 
796.2 
647.0 
502.5 
690.7 
718.2 
688.6 

Excluding oil. 

Sources : 1. Central Bureau cf Statistics, Djakarta. 
2. Department of Trade, Djakarta. 


