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FOREWORD

This publication was prepared under contract
by the UNITED STATES JOINT PUBLICATIONS RE-
SEARCH SERVICE, a federal government organi-
zation established to service the translation
and research needs of the various government

departrnents,
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PROCLEMS INVOLYED IN¥ THE ESTABLISHMERT OF SWAS mg PEVELOPMEET BANYK

« Indenesia

[ Following 48 the transiztion ef ap article entibled
"Persoalsn Selditar Pendirisr Benk Perbarguren Swasta®
{(Bnglish varsion above) in Judusiri ¥adiasleh Bolsnan
{Industyy Monthly Magazine) Vol 5, Ko %6, May-June,
1960, Djekarta, p. 50-42)

-

w8 of the MIT | Conlederstion of IuﬁﬁﬂﬁwLmﬂ Tndrstries]
mresent &d at an ﬁ.;:”um 1 meeting with the goverpmert #f the cabinet
the Frime Minister, 19th Mey, 1960.

In the name of the MIT, we wish esperia’ly Lo ex %r 5 OuL
@mﬁrvviaﬁi¢m end d@ﬂp thanks for the cpportunity and heno yi"»
in being alloved to deliver our opinions c&wor“ning the $mn@@umf¢r
establichment of & Latienal Swasta Development Pank (RESw). It
of aourse &u srch mors.approvriate that we express owr apprecistion
hiz Joncburs. This 48 in recognition of the oot that the
1 , dn itz endeavor o mobilize snd uwnify in the dazvelopnent
of the courtry in general the “funds end forces' 1n existence in the
hands of ne tlmnm; svmeta enternrissrs, has genuinely denonsityratsd
ite earnesiness of purpose hy makiug available this opportunity which
wm n1'e nGW‘tﬂking for establishing en exchangs ff *%mv h?d. In eone
nection with tha effort Lo seek 2 way oat of the
uﬂﬁn‘.ﬁﬁ complaxities vhich have la t@‘v devel
neve been despaitohed by the MIT to - amomg ¢
[ presumehly Bekas Kepala Staf, Penpuszha Nas
thiel of Stﬁf& e Netional Mgllmavy Batevpriseral, Hiz Honor the
Minister of Dwvmlspmerﬁ aand today elso Lo His Honor the Prime
Hinister, all of which besides Ja;ing Forth the gviderce and nresent-
ing the problems, hive also 1ald down the bazle steps which must be
follevied srwards the setilemsnt of the oo oTiwwiﬁnns which are foead,
Por elarityts sake, after we have get forth cur opinlons comcerning
the foundation of this Eﬁ“ﬁ we begz bo present a plan of indtial
gubion, which iz what we nerdioned a mmﬂWHT a0,
As we infer from the 1960 Budget, it i3 expeoted by taa
governsent that there will be & capitsl investment of 20 thousand
L wilidon paplah, conslsting of 15 thousand million on the part of the

A&mﬁ Miwztur o %hrm&r
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rm*bimm ard Pive thonssnd willicnm on the part of the Swastes. OF
govyas, there arise From onr clrole some quesiinug, among obhers
how thess espenditurce will be funded; there ars $nciesd those Wne
pose quastions sbout whit mey he the reel nstare of plars amouating
to 8o wach, vhere these streeturss will be lorated, and now thess

adeintshratively., Such gu

davelopmerts will be crganirsed nmetions
ave of course timely, for the DEPERNAS [ presmaably lewun Fars
jansan Nesicnal -- Hotions® Flamming BEareaw] is nebt yei ready for its
guties, wheveas esch and everything concernlng the eptirs develornent
plar has slresdy been Yreferrcd® to the IEPERNAS, |
In an atmosrhers sach as memiioned above, piageopassed by

various guestion-merks, there kas sudderly been heard the desirs of
the govermasnt to establish a Cemeral Develovment Bank [ Bunk Peme
bangunan Saresta - B8] whieh will favetion partionlorly to finaace
developmont projects which are the property and the dutise of the
pation. The eepital is to be oblained from ihe direct vield of the
tecetification’ of 1959, sud 3556 of it also Irom the profits of fivus. -
which ave natloral sorsorations. This, then, wan fellowed with the
eristenen of governmental plans to extend delined faeilit
estanlishmerd of 2 APSW, tn have the particuler Jencbion
ting Fintnelal endesvers for development plens within the purvies
swosts orpanizations. The eapital is uot to be ithe govermroni's, ot
et ve gotlen together from the inbterssis of the swastas comcerned
and affscted, The hesring of this report certainly gave n new
bresth and working spirzit e the Swavta bodlen, which umtil thet time
Kad beea corbimally apprehensive regarding the developments vhich -
lay before them, Wonstheleos, wilth the exishepse of the desire to
patabliigh at BPSw, there spreng up immadiately various new proehlens,
particularly ia the Lisld of Jwasts hankers theaselves. (This mebier
bad of eovrse alvesdy besn studled, as it shovld proparly have boen,
by the PERBANA [ Parhivpavan Bank -- Bank flasional Indonesia -« hss'n,
ef Indemesian Nebional Banksl. Tn the circles of matlopal Swasia

enterprises, thers also sprang ue questlens. {uw hope s that perleps
those eusstions ean he resolved by the govermmes % s this occasicn,

he industrislists, we recopnize that awong us thers 1s of

course felt the lack of capftal. This lack is fell sll the mors

wher we require foreign exchange te finance oparational reguirensnts,
extensions of capacity, veplasswert of mschinary, and aves mure yeb
the obtaining of new investment capital. Dubt abuve 211 that, we

fesl an inseourity eoncerning our fmture. Waers will Us the staies
of nationel Swasta ecapital; what will be the gtatus of enterprise,

of mick motters as the purchase of rew materials and awxillary
raterisls, the growth of fasctorier, the wenlth ef esmpanios aud

individuals, the disteibution of produstion yielde, the prics and
gaality of productien yields, ete.? Imeerietntisze sueh a3 those
prosentesd above, among othars, continvs to eomplitate the ¥zvadle

ability of cepital®, because genorally the holdsre of funds are

more on geard than those who have aiready invested eapiia} in any
' factory. Will there truly be eporopriate and affectivejudicial N

gaarantees for capital, forces, and subtonony of patlonsl Swasta
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5 erterprises whan they are engaring in developmental ent wxmsf‘w 1
which are parallel with the g»f rowth in popular demsnds, bolh thoss
plannsd by the govoerment and those whish arise hecsvss of soontaneous
efforis on the part ol the wwunﬂ, of our sociely themselves?

W hold that whenevar we take 2 stubborr abttiinds ir refusing
to repest the arrors of stretesy and/or techwical accewplishment
ieh have givan rise to damsges to soclety In gonemsl in both

’imgﬂ}le&” and Wintansinle® fcwm then this studbbhorness may be
taren 25 2 sombol w,;,.,_ﬂh_ narantees the safaly of opersis

E

: don gad entere
prige dn “\l'ti. e tives fi‘;.‘&,"&,f‘q gns every oue of our Mi{,: BATVE | T AT !,_
ilmumv‘ﬂ for those whe posuess mwi‘ is terwed "lende

8 ¥ £
Ll with the mu”rerme 5f a elimabe whick ie thu gusrartess,
then whatersy econonie developmental plany will “5,;4: th, both
by mationsl flsms and by Swesta flras, will certad mm ne abla to
grov with a fertlle resull, which will be mothing other than ingreased

yrvﬂwmmﬂ ard Ineresred matioval incoms for us all. This, after all,
ig whal rou has bocome the baslice goal of our entirs f”wrlﬁrm ni
plan, & in the prosegs of improvensrt of thet standsrd of 1living,

wWe sast in consequence faciliitate eflforts which point 4n the direetion
of the widest p%:ﬁam soclal justize, In thet stmosphers, we trust
that the BPie will be able to prosesd sweothly, not only Joining ia
with the flovering of our econcay and socioby alone, bub able to
recune pathfinders for all progreszs in the £ields wertioned.

Hetn, Wmn&, o the problew of estanlishment of 2 BPSw menticned,
we wurt atl the very first recopnize that thet which has really become
the wotif of our aspiralionn uow 15 the nend for establishment of
& BP3u b ’mm end in partnerskdp with the BPSe. Wiy ie this - is
it bewause the bhaoks ‘*lrl_ ady ex,:ls“ ing are curvenlly regerded 2s
mm”a]@ to Punokion dn ;fqa, same way 28 the benks referred tet 0OF

wonrse 1t moy be ree Jti‘} wed that at thls moment, the Swesta banks

and maev a the majority of goverwental banks 't‘*m rgnlves are willing
to operate only 4o the funstion of coumercisl banks, with & turover
of mousy B dose not regeire s long term. Bub this proacties which
we pave mentioned, that of banks Joining in our seonowle budding, of
course refers to venivres wnieh banke oparating gs conventions
tenknical banks could also Le responsihle for, If we soumine !’nm
clogsaly, the erediis winlch have heen evbended by banks up to this
momant have for the greatest pard been usad fov such purposaes as:

1

b

-Jh , dmpert/enport falstr

'u ibotion
w3 Trangportatist ard prr(m!*”»ifm

=

ALY of these are short-tern mossures,
1}

Thelr meoasvres whiech hove been long-rangs are ersdits for
intangible purposss, and the majority of these have besn directed
towarcs cronies of the same group or party. It is cbviewms that
material eredits te be vested in productive fields and of fairly long-
term pature have been relatively very small, both gualitstively and
_ quantitatively. OSuch are the conditions vwhich have obtalned until
the present t:i.me. b




ahatas Tor iodustoy ot Lhe pros: srd vhat
wny he he {ehursz.  Brom our ey p@rzunﬁu a5 the
1cadersidy he L org 41'nn, We B taped o wmake it of
verord thal the condition of indwsiry in In is gomauhat
gJ@“my at the pwwvﬂ o Our oetpet was, on ths =y the
heginping of this sr in v ghborhond 304 pnnd can-
anity, This regren ion ia eaused by, amatg other lacleors, such extere
ard deleyming

» v

=M

£el Lruuk'awxiwﬁt capiial by the Pantionalian-
tion® of A . year, wnish was then followsd by the ¥tight
sredit® palicey of ttc @mgk, grd the devaleation of the raplsh, whlceh
gave rise to an increase in purchass price of gouods saeuntiog Lo
around A% (landsd enatd.

2.2 Tue delieler n ealmness of uﬁ“1=%¢3r Lw Jmlac+v
neeause of the large nuamb  chanpes ia the regula % and
b yeoillatory, and ot ually contre natures.

thedr capricious, vacd

For example, with respect Lo ihe method of rognests

gxchangs crrbifinates, upon the dlvision of ihe Mil. ‘

into two minictries, thers resulted g total lask ol a0 7d Lo

b tW“ﬁﬂ central bﬁfi@ﬁﬁ and hetween the central and reglonal off]
for storaze, disbribvtien, wmorelrry arrangesents, taven,

B3

Fielt in the allocation of foreign exchange for
basis W'm?t&rialﬁg topsther with foot-dragging on the
nart cf g@“u awental adwindstratiens charged with esbeblishing

\E‘L‘{. S s

A vivuiion shrueture for vroducnts

' oAnygen

fiotds of transpert and communication.

strategy which is too w
ry oand peouydty patiers rE
aﬂum%rﬁn* 0 Lhat the pruuiﬂm z? produstion

2.6 A povernw

into the ficlds of m
'&vamwawuﬁ with for

have slippad nub of focus for the govsy 3 1N

Matters of this sort g%ve rise to ef fecls within
auch, for evample, as busirssses becoalng insolvent, and there
regults farther what aimost seems a gepersl withdeows fwa' the

industrial field. Witk respect €o the world outside 1nnx%+ 1y, this
G”@U rrence alse hrings effects such as, among abhars, Latdor

dopressien, decreased real income, and & general unrest ip th
of trade. A11 tids forcez the govarnment to make wp for its T
itures ithrovzn a course of cresting new money, so that eventually .




o 3.6 Eetablichs

g

Myt way be econclinded thet such eonditions represeat erndd tmms : 1

whieh are rob fertile for afforts at enltivadiom of new eapital in
eraduative ficdds of spdewvor, both hy the goveruammi and even
WL :'3" Srustas .

O the other fnnd, 4% 3o ripe fov the mobllization of
aapiial for wom-proouctive goals, to such an axbanl that something
desvrastive cesurs in the escspe of capltal from the conndsy,
bribesry, corrvption, weste, ebe,

Taie eondibicn 18 cne which suct be temainibed with firsmess
~ end earnosloess along with hard work, 8o that develsomoutal efforts
&y he sxpeched o progross condinuelly awrg muh “b::uz xtppa&a%ssm
for thely effectvalion. WLth yuch new Jondd
e trie thet the nved for the ertablizhaosnt of bém}as sﬁia‘q h" 4
besors the prinsipal iten of tm;’mr‘" sgenda, will be fell the more.

In this scmeebion, we wish to repeal that vhich we stated
veriongly to the "w"*»mmm’f eonearning efforts at first shevirg
iiﬁ obgtanles soch as we have experienced during these lasi yesrs,
ind the eneouragemont of & climate healihy for endeavor snd work,
Yreoval such pethede asy

1N

%k Guarsniesing Jrecdom of work and endeswor, and thot |
wmjg* meveramental remudatlon iu the i01d of econcmy oy worsiary
stters and devalor et he dirasctad towards the augnertation of

mem tionm and whfa elasvation of prodan ,.*«viiﬁ;

3.2 Spesding ard inerearing the ismuence of fersign exchungs
fer these vhe recuive it for the purpose of produstion, t?:zfmmmh a
ecarse of insveasing the tudpebting of exchange for iabustry oubt of &
ecomparatively quts largs reserve of evchange & ~"“<aafw in bne bends
of “Ihe, gr‘ reroment {at prosext, as of L1 May 2550, the reserve was
\,,!"155" 5w 1&..@‘4 }e

33 *ing the dietrdbotion of raw woterisls which a:! andy
ars in tas warehouses of igmorters, portienleviy those whish are the

preperty of natiortl sorporaiiong and govemwmental lustitates.

% Opesddnr the tramgporiation of domestic raw waterisls fov
producuion, {ha r.:"jz,,m"f:y of which taxe the form of swplemmntary vaw
xuterialy,

35 Estobliskment of 2 “chesp evedit poliey® for the
parpessz of prodactive and congirust ive vmwww, pertioulayly
u]“(.'l w shose tvraocver bike ecocowpssess & nob-too-lopg period.

ment of ®fzotory lavs® and ®laws for the proteo-
. tion of industrizl procducts® wilh the molto "Buy .d'rdu'ﬂ esian prodacts®
(in hmsrles it L the PBuy Amevican Aty :

¢ 5,7 For everyone to retura o Bis job and work intensively
"""" within the f"amamr?* of ds duty, and to retues the extant eof hisz

-5
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mixing hie hard in things aside from his daty, and things whish sre - L

oie fiotlent or avep damngivg.

: 9.5 To aveld moms fml izbic and wonopse 'w“t ¢ pr ractices in

ihe Pinemeial-sormonde field and the field of development, no natler
what tholr form or rationzlination.

‘v}’itita phe contition of twprovemant which may be expected &s
mentioned above, in owy opinicn the BPOw pmm sed will i:w anle to
endare. When the sesd is ¢f good stock ard ls planted in a fertile
place, the fmil will not be & sepneinting.  In this relution,
aroo™iing o rm:f:* view, the BPlw should have its eglablisiment regu~
leted aseording Lo the following eonditisns, among © gA

oo
®

L.l Ten BPSw will hasieslly not abolish Swaste banks in
erizbence, particnlarly berks which are alrendy oparating in the
Pield of endesvor of the proposed BMSw.  Tows pde this e:m»::h the BPEw
will make nse of nab ﬁ’a&i Swacts banks as partners and these part-
‘pors will conatifute vmits which will diwectiy serve induntries and
mhm phdentives. ‘

-

“‘u. £ A

Tnts PPSw must be given a "Lax n-umw“ fov the {irst
Five yesrs, to

o
Nk
ingiude esbubiishoent taxes, ebe.

Ibed Tn onder "'M stimiote developmentel venlures In
darireble new iy hh,;w ta5, then thers mast %m cxtend .d ﬂ them also
sueh fisesl liberties az "tax helideys® for threc do floe yaers,
in secordance witk the form and natnre of ithe enberprises.

b db The BPSw wiil 28 4 basis exbend only long-term creditas,
ud i the pericd of its ine Wh.mﬂ, it k‘rﬁ 1‘ zlec be aliowed to
gxbend alm.m and widdle term credits. Tt is these whish bave been
nee very mack in the past and ave still me,‘s}*::ch by existing
indnstrics, for the needs of raw material and swsdllioyy mate ,:'?al
puccheses, distridutlon of the ylelds of prodocticn, and incress
and renewmly ¢ fw*‘ury U ol 4,m=’”*J.~ The extending of widdle m-i,e‘rm ,
eredit snd short-term credit is also de“ip;m“‘ to zasure the l.mmdﬁt;r
of the BPSw itso Lh

I,5 The BPSw will of course only be sble fo Jive a use eful
13 ....ﬁ Af the economic, monebary, and develspmental cllmete is itaeldd
healthy. For thal reason, the establishment of the IPiw connct be
»,i.mf”'ﬁ@f in & Bf2ilow land® milien, and the fertllity of m is fallew
land depends wpon good will on the part of the goverpment, in guar-
anteeing frecdon m motilon mr”rmm% and forcas® in exlistence o
the part of the Swastasn.

L6 When ever pensral conditions have beeoks heallhy, the
gnaction of caplital izetion of +he FPSw "rme‘tf will no longer be 3
aevid
ciiﬁmv Ltf o ,
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