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CSC: 1106-S/f- 

PROBLEMS INVOLVE!) 11 TEE E-5T/BUSEMEKT OF SWASTA PBVELOPK3KT EANK 

"1 - Indonesia - ;. 

[Following  is the translation of an article entitled 
"Persoalün Sekit&r Pendirian Bank PeKO&rgar.an Swa'sta" 
(English, version above) in Industri l&dialah iiMllaS 
{Industry Monthly Magazins) Vol 5» No <>-6, May-J\me, 
I960» Djakarta, ps &Ö-42] ' 

Opinions of the MIX [Confederation of Indonesian Industries'] 
presented at an informal meeting with the govermert et the cabinet 

. of the Prime Minister, 19th May, i960« 

In the name of the Mil, we wish especially to express our 
appreciation and deep thanks for the opportunity and. honor given tis' 
in being allowed to deliver our opinions concerning the longed-for 
establishment of a Rational Dwaeta Development Bank (EPSK). It is: 

■ of course so auch »ore■ appropriate that we express our appreeiatioR 
right at this janciurs. This is in recognition of the fact that the 
govöraisezst, in its endeavor tö mobilise and unify in the development 
of tba country in general the Pfands and. forces" in existence in the 
hands of national svaeta enterprissrss has genuinely demonstrafed 
its earai©sinej>s of purpose by »skiug available this opportunity which 
we are not? .taking for astabilshiag an ex.cfc.ang© of thoughts. In con- 
nection with tho effort to ss>ek a •«&,? cat of the financial, and 
economic complexities "»hieb, have lately developed; various memoranda 

, have been despatched by the Mil to — among others ■— the BKS Fffil 
[presumably Bekas Kepala S-taf, Pengu saha Nasioiml Militer ~~ Former 
Chief of Staff -~ National Military Enterprisers], Hie Honor the 
Minister öf Dssvolopment, &nd today also to His Honor the Prise 
Minister, all of which, besides lading forth the evidence and present» 
iifig the problems, h&vo also laid down the basic steps which aust be 
followed, towards the set'tl eaisfft of the complications which are faced» 
for clarity's saks„ after we have set,forth our opinions concerning 
the foundation of this BPWs, we beg to present a plan of initial 
fectioBj. which, is what we mentioned a moment ago. 

As ve infer from the i960 Budget8 it is expected by the 
government that' there will be a. capital Investwent of 20 thousand 

[jaillion ropiah» consisting of 15 thousand million on the part of th$ 
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["nation are! five thousand a&Ilicn on the part of th* swastas. Of 
coi'Sr^s there prise frca ear circle mom qmstiom,  asaon* others 
how"tUese expenditures vlll bo ftmdÄdj there &r=> indead those nho 
pose questions about «hat a»y be the real nature of plats amounting 
to so «nek,-«here these stre&tnr^ will be located., and how these 
developments vt3.1 te ereaaired adsinistrativ»2y, Sueh quest leans 
are of" course tiaely. for tfca 33EPEMAS [presaEably DewaM Parent-. 
jana&r Hrsirnal — Haiion&l Flaming Baireau] iß hot yet. ready for its 

. duties» «faereas each'and everything concerning the er.tira daveutFamt u 

plan has already beeu "referred8 to the ISPISIAS«. f 
In aa atoosphere such as maniiOBed Above,- criss-crossed by 

varlsms crcaBtion-aarfcs, there las suddenly'been heard the äesir© of 
taa gcwensawit to establish a General Dfeveloraaent Ba»k (.Bank P«B- 
bawmnan Sawat* — BFSe] «hieb will fttnetion parfciöol&rly to finance 
development projects which, are the property and tbo duties of the 
nation-, fke capital is to be obtained from the direct yield of the  : 

■rectification« o£ 1959» aud 5_s;-^ of it *lso from the profits of firas . 
which are national corporations, fhlst thwi, war? followsä vitb the 
existence of governmental plans to extend defined facilities for the 
establishment of a BPSw, to have the particular fantft-ion of facilita- 
ting fia«c3.al encäe&wrs för devslooiseat pleas with!» the pur?l@® of 
swasta organisations. 'The capital is not to be tbo govena:«Tt*s, but 
■rast be gotten together from the Interests ef the ssaatas concerned 
and affected. The baring of this report certainly gave a new 
brssth and. working spirit %o tie Swista bodies, whicsh .tmiii -that taw 
Lad b«ea continually a.ppreh«assiv« regarding tie developments which ■ 
l&y mtove then,   Könethelees, with t-hs existeB.ea of the camr© to 
establish, at BPSw, there sprang up laeadiately variws naw problems, ■ 
particularly in the field of Swaats. bankers themselves. (This mtter 
had of course a3i'asdy been studied, äS it shcnild properly have been, 
by th« PEEBAKA [PerfciHpuBan Bank — Bank, ffesioaal Indonesia — Ass'a. 
of Indonesian National Banks] * X& the circles of Rational Shasta 
enterprises, there also sprang tm questions. Our hope is that perhaps 
these ouestieos ca» ba resolved by the goveraBeofc on this ©ecasica. 

"jla industrialists, vn reeogfti*» that among us there is ef 
course felt the lack of capital. This lack ifi felt all tho now» 
when we reqirfr© foreign exehanp» to finance «paratioßäl requireaswats, 
extensions of c&paülij, replAcasect of Kaehinarsr, and evea «ore yet _ 
tins obtaining of n&w investment capital. ' Bat abova all thai, w$ 
feel &B tnsemrlty concerning our future* ¥a@rs vlll lie the status 
of-n&M.onftl Swatrta capital} «hat will be tie status ef enterprise, 
of «nseh otters as the pttrehas© of raw materials and auxiliary 
Katerisls» the growth of factories,' tfe«a »salth ef eewpaaios and 
ißtüviduals» the distribution of protection yield«, the pries and 
quality ftf wedactioa yield©, etc*? TTnoerialntids such «s these 
presented abo?a, aascng others, continms to complicate th.s «avss-il» 
ability of capital1"» because generally the holdore of fende »r© 
aore on guard than those iöiö hau» already invested capital in any 

' faetoxy. Will tbere truly be appropriate and effföctim;judicial  . -j 
^guarantees for capital, forces, and autonoay of Rational Swasta 



. -...I... 
enterprises wfean they sure engaging in developmental enterprises    1 
•which are parallel ndih the growth in popular demands,, both these 
plarmsd by the government and those -vrhiöli aria© becay.se of spostaneous 
efforts OB the part of tl* members of our society themselves? 

life hold that mhenevsr we talcs a. stubborn attitude In refusing 
to repeat tha errors of strategy and/03? technical aoooajplishmsttt 
whifth have givars. rise to camges to society Irs, general in both 
Harglble" and Äintangible" fersas» then this srtubbors.ess may be 
taken as a symbol which guarantees the safety of operation and enter- 
prise in future tir.es for.ss.ch and every on« of OUT- citiaans, par-  [~ 
tieularly for those who possess what is termed "funds and forces'*«   ' 

■And with, the existence of a climate which ie thus safe and guaranteed, 
then tätatev^r economic developmental plans will b&'sped forth.» both 
by national, firms ani hj Ssrasta firm,":,, will certainly be abls to 
grov* with a fertile rssy.lt, which will be nothing other than increased 
production and increased natior&l income for us all. This, after all, 
is vhat really has become tie basie goal of our entire de^lop-aisrt 
plan, &rid in the process of improvement of that standard of living, 
we must in consequence facilitate efforts which point tx* the direction 
of the widest possible social justice. In that ata.c-.gph.ers, ■&& trust 
that, the BPS© will be able to proceed saoothly, .not only joining la 
Kith the fio¥'ering of our economy and society alone, but able to 
bseose pathfinders for all progress in the fields mentioned* 

Returning to the problem, of establishment of a. 3PSw manticned, 
«e rmtrt at the very first recognize  that that *Mch has really become 
the Kiotif of our aspiraiioflP.now is the need for' establishment of 
a BPSw besides and in partnership' with the BPSfe« VJhy is this — is 
it because tbe baalrs already existing are currently regarded ss 
tiaable to function in the sajge say as the banks referred to? Of 
course it as.y be r&eogö'u.ed that at this sc«ent, the Swasta 'banks 
and indeed the majority of governmental banks th<5Bis«lve>s are willing 
to operate only la the £im.fiiörx of ecssaierci&I banks,, with a turnover 
of Kö'aey whioh does not require a long tern,, But this practice which. 
we have mentioned, that of banks joining in our economic budding, of 
course refers to ventures which banks operating as convestioii.s.1 " 
technical banks could also be responsible for» If we examine -them 
closely» the credits which have 'been, extended by banks up to this 
Bioseat have for the greatest part been nssd for such pwrpoeas as; 

1*1 consriser credit ■• 
1.2 tradet iapcrt/export/distribution 
1«3 transportation and production 

All of these are short-terra nseastxre-s. 
Their aea-srxes which'have been long-rangs are ersdits for 

intangible purposes, and the -majority of these have been directed 
towards cronies of the same group or party» It is obvious that 
material credits to be vested in productive fields and of fairly long- 
term nature have been relatively very small, both qualitatively" aad 
quantitatively» Such are the conditions which havs obtained until  , 
the präsent time« 

»...3 - 



Tc ccat-imie, it is first nscesscry thet v& examine the S 
states of the &tmcsr»har© for industry &i the presset limi,  ard what 
ürr? be its atnospfcere irr the future»    Frotix our experience as the 
leadership of tho Mil organisation, ¥9 are inclinM to icaks it cf 
r&eord that the ccn.15.tion of industry in Indonesia is somewhat 
«jloojisy at th-5 present.    Oar output tras, on the average, at the 
beginning of this year in the neighborhood of '}C$ cf equipped cap- 
acity*    This regression is caused by, üwong other factors,  such exter- 
n&l delexannants ast ■ 

£ * J. _ the blow Struck afairsi capital by the "xrationaTiaa- 
tiorr of Aueust of ies'& year, which «as then follovfed by the "tight 
credit0 policy of the b&nfcs and the devaluation of the rapish, which 
gave rise to an increase te purchase price of goods, amounting- to 
around B$  (landed cost}» 

2.2 The deficiency in calmness of operation in industry, 
because cf the large number öf changes in tfaa regulations and 
their oapricious, vacillatory, and mutually contradictory natures. 
For exaraple, vdth resioect to the method of requesting foreign 
exchange certificates, upon the division of the Ministry cf Industry 
into two ministries, thers resulted a total lack of co-ordin&Uon 
between central offices and between the central and regional offices, 
likewise for storage» distribution, moreisry arrangements, taxes, 
stc» 

2,1 The deficit in the allocation of foreign exchange for 
basin and'suxiliary materials, togothw with foot-dragging or the 
part of governmental a.dmini strstions charged with establishing 
quotas. 

2.Af>   Alierf.ticrjs in the, distribution ntruetrre for products 
of domestic industrial operations« 

*-« ? Difficulties in the fields of transport and communication, 

2.6    A f-overnrentai strategy which is too amefa eorprossaa 
into the fields of monetary and security nattors and bilateral 
a^ra^Eisrts *ith foreign countries,  so that the probl«3S of prodxsetior 
have slipped nut of focus for the government» 

» Matters of this sort give rise to effects within Industry, 
such, for example, ar; busir.sspes becoming insolvent, and there 
results further what almost seems a general withdrawal from, the 
industrial field» With respect to the world outside industry, this 
occurrence also brings effects mch  as, among others, inflation, 
depression^ decreased real Incoae, and a general unrest in the field 
of'trade?. *A11 this foreea the government to nake up for its expend- 
itures through a course of creating new money, so that eventually 



i it issy, be concluded that each ccaditions represent coaditions « 
tefcich are not fertile for efforts s.t cultivation of new capital in 
productive fields of e».de^¥or, botl. by the gev^Kiarai mid even 

Qra tha otter ham?, it is ripe to? the aobil2.sa.ti0n of 
capital for iion-productive goals» to sxich an. sottawt that' soaetMng 
destructive occurs ia lb© escape of capital from tha eotmtry, 
brdbeify, corruption j 'waste, et«. 

This noBdii5.cn is one -which «ust b© terminated with fxmams 
-Land 6Är»©stBft&s along ^1-fch hard mrk,.  so that äevelspswaiai efforts     j~ 

1 B&y be ejected to progress txtntirmally along with tM apparatusse3 
for th'&ir e.fi>etyatiou«   Wit*, weh T^W sonditions, it will certainly 
be trae ta&t the need for th<* 8ft&blisk»enfc of bankss which tos 
b&5öEa the principal iteia of ioÄay*s agenda, 'will be felt tha »re* 

In this ecmectioTi, m? «ish to repeat that uihieh we stated 
ps;e->rionslj to the govornaent cojäcss'ßtsig .efforts at first satvipg 

-Z.&M& obstacles sash a» we havs eaperieaeed during tecs» last years, 
&n& tho eueourageisant of a olia&ta healthy for aadearor and sr«;k, 

- ttrronsgh such «p.stfcodf as.?' 

3»!   tkia'r&ntesing freodcs. of work and eadeawuir1, and that . 
m®?y ttGvvrm&nt&l regulation iß the field of eeonosjy oi- mp&hs.vy 
rntterc- and development Ym direct3d towards the aagmsrtatior. of 
production mid the elwatiea of ■ pj?©&ietivity. 

3.2 Speeding; ar.d increasing ih.<& ismx&nr:© of f©reign exchange* 
fcr ihosö who requii'-e it for the purpose of production, through a 
ccar&e of iaereasing tie budgeting e'f e-xdhang© £0/ tÄidtry 00t af'a 
comparatively?' q^iii** largs reserve of exchange Already in t>i« liamis 
of the gwe:Ks*ent (at praseiit» as of 11 May 3,960» th.® reserve KSS 
$3^3 »Uli©»). 

3.3 Speeding ifc& distribution of raw «atesri&ls wjsieh alxasdy 
pre ia th* warehouses of ianorters» pertieul&riy those» vitdb are tho 
property of national oorporatione and govenaEsatftl iijetitutes» 

3.4 Speödiait 'the iranspdrifciios. of domestic rar Ääteri&ls for 
prsdncvSsa, the jaajcrity of vMeh taico the torn of snppleamtary rair 

%5   Bstabligteaeitt of a *£eheRp credit policy81 for the 
pturpos® of pi'od&etive and coastro.ative ventBares, particularly 
thee« Mhoaft tu rawer ti».r eafcoapsseess a not»too*lor»g period« 

3»& Establishment of 8factory ls5"sB and *laws for the protec- 
tion af industrial products" with the usotto "Buy üsdoResian products* 
(la Marios, it is the sB»iy 4üi.erieaa Act"). 

«, 3*?   'for evöyyöß© to return to Mfcjöb and vork intensively      . 
'""'•within th© framevjork of M.s dutf♦ and to rsctaco. the extent ©f his 



f nixing his harid in things aside from his oaty, and things Mhlj* are ■ 
clearly inefficient or  ares cjsmgtag« 

■■3.8 To avoid aonaoolistic and monepscaistic practices IK 
the fifl»Mc3al»eoono8dc field and the field of development» no satter 
what their form or rationalisation« 

tStb the coalition of improvem-ant tÄiefo. may bs expected &s 
, nentioned atw, in otu- opinion the BPS^ proposed, vlll be able to   , 

'1 endure. When the seed is cf good stock and is planted in a fertile r 
p"Jac*, the Iraifc will not be disappointing. In this relation, 
asoordlng to -oar vi«H, ths BPSw should have its establishment regu--- 
lated'acoordisig to''the follotring conditions» among  ethers; 

b,l   The BPSw will basically not abolish Swasta banks to 
existence» particularly banks whieb are already oporabinc in the 
field of endeavor of the propcoed BTSv. Towctrde this end» the BPov 
will stake n&e of national Swasta banks as partners and these part- ^ 
nsrs'will constitute tmits which will directly serve industries aad 
other objectives« 

4.2 This BP&r aicst be gi^en a "tax holiday« for the first 
•five years, to include establishment taxes» etc. 

fy.3 lb order to stiEulsie developments! ventures ia 
ete*l«».Vle*nBW Siufestrias, then there aast be extended to thera aleo 
such fiscal liberties as "tax holidays» for three to five years, 
in aectffiance with the forai arid nature of the enterprises* 

ifr.4 The BPS« will as a basis extend only long-tenra credits, 
bit in the period of its inception, it should also be Allowed to 
extend shcrt and niddls term credits« It is these which have been 
sieedad very much in the past and are still needed by existing ^ ■ 
industries* for the needs; of r&v material and maxillary Material 
purchases/distribution of the yields of pre-due tie«, «ad. increases 
and. renewal's'or factory m&ehinery. The  extendine; of »ladle-ten^ , 
credit and short-term credit, is also designed to assure the liquidity 
of the BPSw itself* . , 

4,5 lh3 BPSw will of course only be able to li«* a useful 
lif« if the econoaic, monetary, and developmental climate is itself 
healthy. For that reason, the establishment of the EPSw cannot be 
rpaiaied in a efallo*s land'' milieu, and the fertility of this fallow 
'ian<Td*p«y*6 upon good will on the part of the government, in guar- 
anteeing fraedöai of motion for*fuads and forces" 1B. existence on 
the part of fcbs Swastas* 

4„6 Whenever general conditions lave become healthy, the 
I   question of capitalization of tie BPSw itself will no longer be  ,_j 

difficult. 

•- 6 _ -• 
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fe, 7    The H3.n,'tg*©r,ient of the 3PSw must be free fro® the ' 
influence of econwaic organisations,  general or particular, and 
alfofrom political parlie?,    Itr personnel must b?- selected 
objectively and realistically* 

'»-.8    The establishment of the BPS-? nrurt be regulated legally, 
by laws in which is guaranteed safety respeoitu? Swasta' Capital 
mobilised within tb3 Bi'-Bw. 

4*9    Financial relations fcatveen the vrorld of £wa;;t*A cor- H 

poratiofiE in Indonesia and foreign conn trie.5? art; to be' chstmelec, 
iiiediateci,  and operated through the BPSv, 

^■»10    Foreign busi^esjes viiieh exist or will exist in 
Indonesia must become autaacriter*; to the BPSvr,  ss deposit-holders. 

4*1}    The central and regional, governments aust be able to 
ertercl facilities in the forr\ of services toward the east of opera- 
tion' of BPSw onäoavors,. 

4.12    Evsn thc."J4'h direct fiw;Ti*:;iaI aid xrow-tiis. g:vverrari«rit 
or 'the bank of Indonesia ecirmct be expected, nonetheless the Sank 
of Indonesia, as a bankers' bank r;ust .still ootrtirrae as- the repaired 
gy&rsntor of liquidity,. 

The&e are car opinion;:;  inay thc-y,  on* and all, beeci/ie the 
bases for neeefsary reflection,  s.nd. we continue prepared to join 
^jrith the ^overraerrt in vorkirsg iöKards rendering healthy the 
economic, monetary»  and develcpnent&l cliiuate a;> depicted abort-. 

_3>L \,*       ft      J.U -: .i- 
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