Law No, 11/1974 on Water Resource Management and
its regulations and institutions referring to as Law No
22/1959 on Regional Administrations and Law No. 25/
1999 on the Equilibrium Between the Finance of the Cen-
tral Government and Regional Administrations; (4} the
establishment of the network and institutions of the mana-
gement of the collection of hydrological data at national
and provincial levels and the preparation and operation
of decision support system (DSS) to heip promoting the
effective and efficient management of water resources;
(5) the improvement in government regulations and other
regulations on the exploitation of river areas, especiaily
those in rivers already in critical condition; (&) the prepa-
ration and facilitating of the establishment of the corpo-
raticn of the management of river areas in integration
starting from upstream to downstream areas; (7) the
realization of the consarvation of land and surface water
in integration; (8) the control over surface water poilu-
tion through regulation and law enforcement especially
in areas of water catchment, industries and cities; (9)
the exploitation and conservation of the accommadaticn
of dams, lakes, lagoons and other water accommodation
buildings; and (10) the conservation of the functicn of
the stream of rivers to |mprove the maintenance and use
of river stream.

74,

Mineral Resources Utilization Program

The use of mineral resources will provide an optimal
resuft and minimal effect if the exploitation or processing
of mineral resources is managed appropriately in accor-
dance with ‘good mining practices. Then, the mining in
accordance with good and right norms will support the
conservation of mining and proidng/increase the mining
age. Therafore, the main objectives of this program are
to improve the implementation of mining geod and right
methods relevant with the condition of the environment
and to increase the production of processed commaodi-
ties and raw materials derived from mining materials as
well as reducing imported raw materials,

_ The targets of this program are: (1) the increase in
productive age of the exploitation of mining resource
reserves; (2} the decline in negative impacts in the form
of environmental damages caused by mining businesses;
(3) the opening of more opportunities for autonomous
regions to further increase their economies and original
regional incomes; (4) the creation of business climate
encouraging activities in the extraction of mining mate-
rials paying attention to post-mining economic activities;
(5) the improving capabilities in providing information
on mining resources in the central government and
regional administrations by puiting the priority on the
use of the capabilities of the existing domestic mining
and geology centers; (6) the improving capabilities in
mining surveys in offshore and ocean areas; and (7) the
improving business certainty for people’s mining and
mining in general
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In the framework of achieving the targets of this pro-
gram, the main activities to be carried out are: (1) to
provide complete and comprehensive data on mining
resources and to master adequate technology including
the interpretation of the information data; (2) to improve
the capabilities of mining personnel or human resources
through education at education. centers for mining pro-
fessionals and education professicnals; (3} to imprave
the laboratory facilities and infrastructures as well as the
industries supporting the mining industry; (4) to regu-
fate mining adiivities through the issuance of regulations
and the transparent provision of public services; (5) to
provide facilities and infrastructures for people’s mining
activities; (6) to provide information on effective envi-
ronment and mining tachnolegies; (7) to foster efforts in
the conservatien of mining-resources and nature within
mining businesses; and (8).to davelop technoiogy and
provide mining facilities and lnfrastructures supported by
the capahility of the national mdustry and adequate tech-
nology..

Meanwhile, in relation to people’s mining business
activities, it is necessary to maintain the sustainability of
their businesses to provide more jobs. On the other side,
it is necessary to observe that the business activities must
remain paying attention to the conservation of the
nature and environment. Therefore, in improving the
development of people’s mining businesses, it is neces-
sary to give special attention the businesses through fos-
tering, supervision and technical guiding supporting both
economic aspect and natural conservation.

D. MACRO ECONCMY FRAMEWORK
1. Direction of Macro Economic Policies

The setting up of the framework of macro economy
is aimed at providing com;arehenswe picture on prospects of
macro economy for the short and medxum terms. In accor-
dance with the mandate of the GBHN for the 1999-2004
period, the directions cof macro econemic policies are amang
others: 1) to speed up the rescue and recovery of the econemy
for reviving the reat sector; 2) to make efforts to achieve the
reasonable interest rate, controllable inflation, the stable and
realistic interest rate; 3) to make sound the State Budget for
Revenues and Expenditures by reducing budget deficit, the

increase in revenues from just and fair progressive taxes and

saving expenditures; 4) to speed up the recapitalization of
banks and the restructuring of private debts; 5) fo reduce
poverty and unempioyment by making integrated efforts along
with other policies; and 6) to support the develcpment of the
system of the people’s economy

Therefore, in the short term, macro economic poli-
cies are directed to recover the economy. In line with the
implementation of other poficies, in the medium term, macro
economic policies are directed to strengthen the bases for
sustainable and just development

The main challenges facing the development of
econamy in the short and medium terms is to reduce the
elements of uncertainties in the economy mainly driven by
the -continuing integration of the Indonesian economy with
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global market, the floating of the exchange rate of the rupiah
and the increasing demand for decentralization Meanwhile,
the national economy is demanded to be able to strengthen
the economic resilience capable of preventing the crisis from
reoccurring and securing the process of the economic reco-
very. For the matter, the main steps to be taken are as
foliows:

1)

2)

3

4)

5)

6

—

7

Recovering and strengthening security and political stabil-
ity This step is the main prerequisite for the creation of
conducive investment climate. The facters of security and
pelitical stability are very influential in attracting foreign
investment Meanwhile, the national investment condition
not yet recovering is attributed also to the intermediary
function of banks not yet working and the restructuring of
private debts not yet completed.

Improving legal certainty. The legal certainity in the field of
economy is needed not only for guaranteeing ownership
but alsc for growing fair business practices in economic
activities. Legal support is needed for among others pro-
meting fair business competition, developing capital mar-
ket, facing the era of free trade and speeding up the
restructuring of private debts.

Implementing the principles of good governance This step
Is needed for (i) reducing power abuses and deviations
such as corruption, collusion and nepotism hampering very
much the promation of healthy business climate, (i) cre-
ating bureaucracy efficient and capable of anticipating the

development of economy and people’s demand. and (i)

improving the image of Indonesia in the eyes of interna-
tional community.

Securing the process of decentralization Decentralization
is a national commitment to be redlized soon. For the
matter, the process needs to be maintained to enable to
improve the welfare of the people and not-to widan the
gap among regions and not o create economic instability.
The implementation of decentralization needs: (#) to be
based on the principles of staging by amang others ensur-
ing the transfer of authority in the management of
revenues to regions in balance with the responsibility of
spending them, (i) to be supported by good coordination
of various development fields ahd between the central
government and regional administrations,

Implementing fiscat~and monetary policies in integration
to drive the econamy by keeping to pay attention to eco-
nomic stability. In 2001, fiscal stimulus is predicted to be
still needed. In fine with the recovered fiscal sector, the
stimulus will graduafly be eliminated.

Restoring the intermediary function of banks In 2001, the
program of the restructuring of banks is expected fo be
compieted. The following main step is to restore the inter~
mediary function of banks to be accompanied by the
compietion of the restructuring of private debts There-
fore, banking financing for businesses of small and
medium scales can work again.

Speeding up the restructuring of private debts. This step
is taken to create synergic and mutually strengthening co-
operaticn between banks and prospective companies The
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effort to be made is to improve the effectiveness of the
Jakarta Initiztives and the Indonesian panking Restructur-
ing Agency (IBRA} by strengthening their supporting insi-
tutions and instruments In relation o the matter, the IBRA
has been authorized to settle the problem of orivate debts
through haircut and debt-to-equity swap. Then, the IBRA
can concentrate efforts in directly dealing with the largest
debtors by using nationai banking services to settie rela-
tively small debts (fess than RpS0 billion). Inceatives are
also given to businesses of smatl and medium scales wish-
ing to repay their debts (less than Rp5 billion) in the form
of the writing-off of the fine of interast and loan principal

8) Speeding up the reallocation of develapment resources
During the crisis taking place, busingss environment is
experiencing basic chandes such as the weakening
exchange rate of the rupiah and increasing prices to a
refatively high level. The chdnges has resulted in changes
in the prospects of industries, Export-oriented business
activities made big profits during the crisis thanks to the
decreasing exchange rate of the rupiah which improve the
competitiveness of national products Therefore, the real-
location of development resources will be encouraged t@
mainly to increase non-oil/gas exports and tourism ser- -
vices. The steps to be taken are ameng others the reduc-
tion of business barriers such as trade and investment
dereqguiation; training for workers to support the process
of the warking transfer of human rescurces and the main-
taining and rehabilitation of basic infrastructures to sup-
port the smooth production and distribution.

The various main steps are the capital needed t©
strengthen economic institutions The success of the restruc-
turing of the institutions is reflected in:

1) The improvement in the quality of growth, The economy
predicted to grow faster is expected to be ahle to create
jobs for unemployed people increasing in number and to
reduce the humber of people living under the poverty line.

2) The improvement in naticna productivity The increasing
national productivity. makes possible for the achievement
of high and sustainable economic growth. The sources of
the grewth relies not only on the accumulation of man-
power and capital but zlso on total factor productivity.

3) The improvement in economic resilience. In production
side, the various growth sources {including productivity)
will strengthen the bases for the nhational economy. In fi-
nancing side, ‘the various efforts in the restructuring of
institutions results in amorig others sound banks and the
developing capital market wilt encourage the diversifica-
tion of national development; financing sources. The eco-
nomic resilience is also reflected in strongear economic fun-
damentals, including the decreasing government money
supply and budget deficit (as the ratio to the Gross
Domestic Products (GDPY, the maintained equilibrium of
balance of payment and the avaliability of adequate and
stable foreign 'exchange reserves, the strengthening
rupiah, low interest rate and controfled inflation.

2 Description . ( To be contirtued )

—===(M)===—
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NATIONAL DEVELOPMENT PROGRAMS (PROPENAS) FOR THE 2000-2004 PERIGD
(Law No. 25/2000 dated November 20, 2000)

[ Continued from Business News No. 6657 pages 174 - 224 ]

2. General Description of Economy

Signs of economic recovery have been seen since
1999 as reflected by: the stable exchange rate of the ru-
piah at Rp7,500 - Rp8,000 per US$1; the low inflation rate
of 2,0%; and the growth of the real sector such as the
production of cars and motorbikes, cement, elec*mcaty con-
sumption and retail businesses continuing to !mprove

The sustainable economic recovery and growth wil
depend on stability. The inflation Is expected to reach 7%
- 9% in 2000 and further decrease to 3% - 5% in 2004,
The relatively high infiation in the beginning years is driven
by the increase in prices controfled by the government
(administered prices} such as the price of fuel oil and elec-
tricity basic tariff. The increase is difficult fo avoid
because the maintained pnces will make very heavy bur-

den to the state finance. -

’ The economic stabshty has aiso been reflected by
the low fluctuation of the exchange rate of the Tupiah
against foreign currendies, especially against the US doi-
lar. Since the free exchange rate regime started to be
applied, the stability of the exchange raté of thg_ _ruplah
can only be affected by fiscal and monetary policies through
the control over iniflation rate, In general, the fiscal' poli-
_cies !mplemented in 2001 are still expanswe in nature.
Meanwhiie, the monetary policy is still tight. In the follow-
ing years, in line with the recovery of banking and real
sactors, the dlrect]on uf the policies will turn around to
fiscal sustalnabliity The combination of fiscal and mo-
netary policies ‘will make price stability undet control. In
line with the matter, the rupiah is expected to strengthen
to Rp6,500 - Rp7,500 per US dollar in 2004.

Prospects of the economy will also be dependent
on the export price of Indonesian crude cil. In 2000, the
price is expected to stand at US$26.9 per barrel. In the
following years, the price is due to drop gradually to US$20
per barrel in 2004.

] The economic recovery is firstly driven by the
" Increase in the pubiic and government consumption as
thie stimulus for the economy. In line with the increase in
ekports, the restoration of intermediary function of banks

and the compietxon Jof the restructuring program for pri-

vate debB the lnvestment mood is expected to begin
rising in 2001 as reflected by the roie of private invest-
ment in driving up the economic growth which started to
increase by 1.7% in 2001, In the medium term, the role of
private investment in boosting the economic growth will
continue to increase by 3.3% in 2004, Meanwhile, the role
of the public consumption remains relatively high as the
reflection of the increasing income of the people.

Based on the trend above, the national economy
is expected to gradually recover and grow sustainably with
sufficiently strong bases to face possible upheavals in the
future, In 2000 the economy hopely grows by 4% - 5%. In
the period of 2001-2004, the economy is due to keep grow-
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ing by at the average level of 4.5% - 5 5% up to 6% - 7%
annually, Based on the prediction at the constant price of
1998, per capita income is expected to increase to Rp5.6
miHlion, higher than pre-crisis level, Rp5.5 miilion.

' The rale of investment-in encouraging the eco-
nomic growth is expected to grow up. The total ratio of
investment to Gross National Product (GDP) dropping to
12.5% in 1999 will rise 10 28.3% in 2004, Meanwhile, the
private investment decreasing drastically to 7.2% of the
GDP in 1999 will improve to 23.8% in 2004, '

Investment will be financed by domestic and
foreign savings. The share of public savings plung g to
12% in 1999 is expected to improve to 21.2% of the GDP
in 2004, Beside the better welfare of the peopie the
increase in public savings reflects the people’s confidence
in national banks showmg improvement in their perfor—
mance. Meanwhile, the role of foreign savings in invest-
ment financing up to 2004 will remain lower than the pre-
crisis fevel, 1.1% of GDP. This indicates that efforts to
mobilize domestic financing sources continue to be made
to finance the need of investment,

The success of the economic development as
described above will make economic fundamentals stro-
nger in facing external upheavals in the future. This is
reflected in the following macro economic indicators.

First, the controllable balance of payment. The
current account recording a surplus during the crisis wiil
change into a deficit as of 2004. The deficit is due to the
increase in imports, as a resuit of the recovery of preduc-
ton activities. In 2003, the deficit will reach 1.1% of GDP.
The deficit is still at a safe level and lower than pre-crisis
level, But the increase in investment especially in the form
of foreign investment will in general maintain the balance
of payment. Foreign exchange reserves will continue to
increase to an amount equal to 5.3- months of imports in
2004, .

Second, the improving fiscal resilience. The state
budget is expected to remain sufféring huge deficit in ﬁrst
years and then gradually turning to see surplus in 2004,
The significantly large deficit of the state budget in “the
period of time is directed to encourage the recovery of the
national economy through. fiscal incentives observing tbat '
private sector is till in rehabilitation and consclidation. The
structural change from deficit to surplus reflects efforts to
maintain fiscal sustainability.

Third, the decreasing ratio of government debts
to GDP. Government debts covering forsign and domestic
ones are expected to drop from 101% of GDP in the fiscal
year of 1999/2000 to 46% of GDP in 2004 This indicites
that the government continues to strive to be mere inde-
pendent in financing developrment activities

Fourth, fundamentais of the monetary and finan-
cial sectors are strengthening as reflectad by the con-
trollable inflation at a rate not far from the internationai

inflation . . .
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inflation rate the growing stability of the exchange rate of
the rupiah in line with the improving confidence of the
people in the rupiah; and the decreasing domestic interest
rate in line with the reduced investment risk factors.

Tabie 1
Summary of Prediction of
Macro Economic Framework D

Projection

Indicator

1999 2000 2001 2002 2003 2004

Prediction
Main Indicator
InﬁahonGmwﬂw
Tndex (%) - 20 79
Exchange Rate i
{Rp/US$)
8000

57 46 35

6,500 6,500
7500

7,000-
7,500

7,805-
- 8,000

6,500 6,500-
7500
Change in the Real
ExchangeRate of |
the Rupiah (%) 2
Annually -2
toYear
1996/1597

-10.2

620 52 385 32 207 184
§monthsof
due pericd (%)

Growth (%) 03 45
Per Capita GDP
Nominai {in
US dollar) 691 760
Real (in thour i
sarwd rupiahs) 4,785

215 120 112 11 110 109

4555 56 &7 &7

912 1011 1,196 1312

4920 S111 5328 5583 5873
Clrrent Acoounty/ _ _
GDP (%) 4.0 48 37 18
Surplus/Deficit of
State Buget/
GDP (%) #
Gavernment Debts/
GOP (%) ¥ T 1012
ForeignDebts 463

DomesticDebts  54.9

00

39 07 15
992
486
505

863
411
45.2

763
355
40.7

639
285
354

457
248
208

Contribution
o Economic
Growth
Contribution
to Econcmic
Growth (%) 03 4-5 4555 56 67 &7
Consumpticn 26 09 1.0 26 30 38
BythePeople 25 14 18 26 340 38

By the
Govemment 00 05 0.8 {0 01 00
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Projection
Indicator -
1999 2000 2001 2002 2003 2004
Investmert: 53 04 20 26 38 31
Public (induding
changein )
stock) 56 06 17 24 31 33
Goemment 04 02 03 02. 05 0.2
Exports, Net 30 32 22 05 02 42

ExpoﬁS -113 13 23 11 08 10
Impoits 143 19 0.1 06 01 -13
Investiment and
Sources of Finan+ ’
dng (%} (the Rabon
1) G)P) [
Totat Invlslmem:
{including change : _
in stock) 125 193 205 222 247 283
Goverment 53 47 49 48 51 4.5 .,
Pubiic : 72 146 157 174 198 233
Total Savings 125 193 205 222 27 283
National Savings B3 241 242 240 247 272

Govemment 17 03 11 27 45 59
Pubic’ T - 116 21 213 02 212
Forelgn Savirigs _41.3 37 18 00 11

" Thex d:fference of one digit behind'the pomt to the number
of addition results from the rounding of figures -

2 The positive sign shows depremahon and negahve sigt indi-
cates appreciation

* Based on the prediction at the constaiit price of 1998

# The year of 1999 is the fiscal year of 1999/2000 (April 1, 1999
- March'31, 2000). Meanwhile, the fiscal yéar of 2000 is ef-
fective for the period of April 1, 2000 - Decembet 31, 2060
In 2001 and then, the fiscal year is the same as the calender
year .

3

3. The Struicture of the Ecoriomy

“The nationai ecanomy for the medium term is
expected to become more efﬁc1ent The higher efficient
economy will be reﬂected by the decrease in the figure of
mcremental capltal-output ratio (ICOR),In the period of
2000- 2004, ICOR is predicted to continue dropping gradu-
ally from 4 4% to around 2.0%. In line with that, the level
of the economic productivity measured by total factor pro-
ductivity (TFP) 2 will also i improve. 91n the period of 2000-
2004, the TFP is predicted to contribute by an average of
1.6% per year as the result of reforming programs in all
sectors,

The sectors drwmg the recovery of the economy
for the first phase are among others sectors playing rele
in meeting the public consumption; sectors with high locat
added values and export orientation such as agriculture
including animal husbandry and fishery; iahor-intensive
industrial sector such as foods, beverages, tobacco,
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textile leather goods and food wear. The whole sectors
and sub—sectors have grown in 1999.

In the period of 2000-2004, the sector of agricul-
ture is expected to grow by 1.4-2.9 percent, higher than
the growth of 2.0 percent made in the last ten years (see
Table 2) The high growth reflects intention to further
empawer the people’s economy mostly: based on agricul-
ture mainly fishery, animal husbandry and plantation.

In the short term, non-oil/gas processing indus-
try will become the main driver of the economy. in the
period of 2000-2004, the industry is expected to grow at
the average of 1.9 percent annually, lower, that the growth
of 12.5 percent made fi ive years before the crisis. In line
with the intention to further empower the people’s
economy, labor<intensive industry will remain playing great
role, So will agricultural processing industry already
managing to escape the crisis in 1999, earlier than other
sectors. S :
With the composition mentioried above, the pro-
cess of the transformatlon of the economy expected to
bring Indonesia to become an mdustr:al country will take
piace again with the agricultural sector serving as the basis
of the development The role of the agricultural sector
improving during the crisis wili decrease again. In 1999,
the sector gave a contribution of 19.5 percent to the
national economy or three percent higher that made
before the crisis. In 2004, the growth of sector will drop
again to 17 percent. Meanwhile, processing industry
recording a decrease its grawth during the crisis is
expected to gradually rise again to 26.8 percent i:_n__ 2004,

Economic growth will create jobs. A nationat
labor survey conducted in 1999 revealed six million of -fabor
force were opén unemployment At the annuail average
growth rate of 5.7 percent during the period of 2000-2004,
the economy is expected to provide jobs for 11 million
pecple In 2004 the number of opened jobless will gradu-
afly be reduced te only 5 1 percent of the labor force

¥ The figure of ICOR indicates the amount of investment

needed to increase per unit GDP

The ca[gvlation uses a formula:

ICOR, = (I ,/(GDP, - GDP, )
2 1PT reflects the contribuiien of econamic productivity to
growth, besides capital and labor foree, which can come from
the i mpr oving quality of labor force and technology in the
economy,
Ihecalculat:onusasafoxmu.}a; INYY=00NK/K + BUANL/D) +
IEP, where O and £ respectively show the elasticity of the
growth of capital and labor force towards the GDP growth
The production finction is assumed as constant refurn to scale
0+8=1)
In the period of post deregulation (1988-1991), TFP give con~
tribution of 10 percent, while five years before the crisis
(1992-1996), the contribution is negative namely minus 0.9
percent.

n
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Table 2
_ Prediction of Economic Structure ©
) : Projection
Indicator
1999 2000 2001 2002 2003 2004
GDP Growth (%)
Agriculture 21 14 25 25 27 2.8
Processing _ '
Industry 2.6 48 64 73 84 8.2
Non-OilfGas 22 55 69 79 92 100
Others -12 53 55 6.0 62 6.4
GDP Distribu- .
tion (%) , _
Agriculture 195 183 181 178 175 170
Processing B
Industry 254 255 257 2260 264 268
Non-OiifGas 224 222 225 229 234 241
Others 551 562 562 562 562 562
‘Labér Force
Jobs
{In million :
pecple 888 905 929 9651 975 998
Agriculture - 384 376 373 371 368 364
Distribution (%)43 2 414 402 39,1 378 365
Processing ; :
Industry:- 115 I 16 118 121 12% 138
Distribtstion 130 128 127 127 132 138
Others 389 417 437 458 478 495
" Distribution 43.8 458 471 482 490 496
Unemployment
Opened (%)% -. 64 62 60 57 54 41

The difference of one digii behind a point to the additicn is
made because of rounding.off of figures.

Opened jobless is labor force never weorking and trying:to
get jobs. or already working but then guitting or fired for a
circumstange, and trying to get jobs:

2]

During the crisis, the sector of agriculture pro-
vides jobs in an increasing number, indicating that the sec-
tor can becormne the backbone of economic activities in the
society. In line with the recovery of economy, part of
labors in the sector of agriculture will move to the sector
of industry and services. In the period of 2000-2004, the
productivity of the agriculturai labers is expected to
increase 3.5 percent annually. Meanwhile, the productivity
of the labors in the sector of prdcessing industry ss
expected to move up by 3.4 percent annually. =

In line with the recovery of economy, the creation
of new jobs, systernatic inter-deveiopment field measures
and efforts to eradicate poverty, the number of peopie
living in poverty is expected {o drop to 4.0 percent in 2000
from 18.2 percent in 1599,

4. Balance
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4. Balance of Payment

The prediction of the balance of payment of Indo-
nesia, as can be seen in table 3, is made based on tow
basic assumptions namely the development of the world
economy and domestic macro economy The assumption
on the international economic development covers eco-
nomic growth, especially in developed countries, inflation
rate, interest rite and the parity rate of the currencies of
developed countries. The prediction of the balance of pay-
ment is domestically related to the targets and the pattern
of the growth of the economy, the prediction of invest-
ment and its financing sources beth domestic and interna-
tional.

In the last two years, the current account enjoyed
significantly huge surplus thank to lower decrease of non-
cil/gas imports than that of exports and the increasing
price of crude oil in international market in 19%99. The
decrease in non-oil/gas imports was caused mainiy by the
sluggish economic activities and the rejection of letters of
credits (L/C) from Indonesia by foreign banks following
the worsening international confidence on national banks.
Meanwhile, some problems hampering non-cil/gas exports
are among others the disturbed procurement of imported
goods so as to affect much the exports of goods with
fmpart content at high level, difficulties in getting contain-
ers and working capitals, low efficiency level causing weak
cempetitiveness of national products compared to those
from Asian countries, dumping allegation by export desti-
nation countries and the decreasing prices of prime
export commodities. o o : :

In the period of five years to come, non=gilfgas
export barriers is expected to ‘gradiially be settléd. The
total value of exports is expected to escalate by an ave-
rage of 10.4 percent arnually from US$51.2 billion i 1999
to US$83.5 billion 'in 2004. The non-oil/gas exports is
expected o rise by an average of 11.9 percent annually
from US$41 billion in 1999 to US$72 billion in 2004 with
the largest contribution from processing industry In line
with the recovery of the economy, non-cil/gas exports con-
tinues to go upward by an average of 15.3 percent from
US$26°6 billion in:1599 to US$54.2 billion in 2004. In the
sector of services, revenues earned from tourism are
expected to improve-so as to be able to become one of
foreign exchange earners. But, the high level of debt
repayment attributed to the increasing amount of govern-
ment debts is expected to remain playing its role in
enlarging deficit in the balance of services.

With such a trend, the balance of current accounts
is expected.to see surplus in the period of up to 2003 and
deficit in 2004, The deficit will reach 1.1 percent of GDP,
lower than that before the crisis.

On the sidé of the balance of capital accounts,
the outflow of capital cantinued to take place as of 1997
to 1998 and 1999. However, the amount of outflowing
capital was smaller in 2000-2001 in line with the progress
made in the restructuring of private debts. Foreign invest-
ment is expected to move to better condition. The flow of
net private capital is expected to start to ses surplus in
2002,
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The flow of net government capital booked sur- -

plus of US$2.5 billion in 1999 thank to mainly debt
rescheduling through Paris Club up to March 2002 Pro-
gram loans provided as of 1997 for the recovery of the
Indonesian economy remained at a large amount in 2000,
and will be reduced in 2001, In general, thé surplus of the
balance of government capitals will remain to continuein
ling with the reduced amoint of program loans and the
increasing repayment of government debts and leans from
the International Monetary Fund (IMF), '

. Table 3 ‘
Prediction of Balance of Payment
© 7 (U biion)
i Projection
Indicator :
1999 2000 2001 2002 2003 2004
Exports 5t2 611 839 698 759 8§35
Qil/Gas . 103 146 122 123 119
Non-Oil/Gas 410 465 516 574 640 720
{Growth) 46 135 110 112 115 125
Imports -306 -356 -39.3 -453 -523 .593
OilfGas 40 49 42 .47 51 .51
Mon-Oil/Gas -266 -30.6 -35.1 -30.6 -472 -%472
{(Growth) -84 150 144 160 161 149
Services  -149 -i79 -173 205 '-237 =275
Repay}ment of - R .
Interest of Gor : )
vemmentDebts -3.2 -35 -36 34 33 32
CurentAcounts 5.8 76 72 39 -01 .33
Balance of . : :
Capital Flow -74. -113 - -64 06 37 51
Government: 25 01 -05 -18 -17- -18
Inflow 66 43 49 41 41 4.0
Outflow 41 44  -55 59 .58 .55
Private 9% -11.2 -59 2.4 54 63 .
MetForeign® 14 15 =02 -11 -13 -07 ¢
Others 72 58 28 04 24 27
Exceptional o
Financing 2.9 38 28 -04 -83 -17
Net IMF 14 15 02 -11 -13 07
Rescheduling 15 24 30 07 00 a0
OverallBalance 12 02 36 41 23 11
Foreign Exchange
Reserves ¥ 27% 272 308 349 373 384
(In Months of :
Imports) 71 61 65 64 59 53
-Net: Foreign BEx- - : ' '
changeReserves 169 182 221 273 309 327
ForeignDebts 1481 1376 1339 1341 1366 1410
Govern
ment 34 759 778 800 778 749 726
Private 722 538 539 583 617 534
1. The ...,
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" The difference of one digit behind a point to the addition is

made by rounding off figures

As of 2060, reserved assets replace gross foreign reserves.
Inchuding Loans from IMF.

In March 2000 Bank Indonesia re-evaluated the amount of
foreign loans in line with the strengthening US dollar against
the Japanese yen. The re-evaluation decreased the amount
of government debts from US$77 1 billion to US$75 3 billion.

2}
3)

4

The figures of the balance of capital flow is for-
mulated conservatively mainly in the prediction of private
capital flow. First, the outflow of private capital during the
period of 1997-1999 amounting to some .US$30 billion is
predicted to be difficult to inflow again in full Second, the
flow of private capital is expected to be-in deficit until
2001 because the capital inflow can not cover the capital
outflow though part of private debts has been resche-
duled. Third, though foreign investment is expected to
increase, the flow of net private capital is predlcted to
remain fower than that before crisis. N

in general, the balance of payment wall be in sur-
plus until 2004. The balance of the flow of capital still in
deficit in 2001 will be covered by current. account surplus
with such figures on the balance of current account and
capital flow, reserved assets’ are expected 10" cont:nue to
rise and become the cushion for the’ possible fiictuation
of the rupiah. With the repayment of government and pri-
vate debts foreign debts are expected .to decrease not
only in its percentage of the GDP but also in. absolute

5, Sta_te F:nance

In 2001, pol|c1es on state finance are directed to
credte limited fiscal st:rnulus to support the recovery of
the econorny In the followmg years pol:cres are directed
to realize the fiscal sustamabrllty The direction of the poli-
c1es is reﬂecl:ed by the’ huge deficit of the state budget in
the f rst years of pro]ect;on which gradually turps into
surplus i 2004+ (see Table 4. ;

. Table 4 shows that flse:al stlmulus is expected in 2001 as indi-

cated by positive fiscal impulse which will tirn into con-
tracting in the years to come (as reflection of efforts to achieve
fiscal sustainability}. Despite the contraction, the recovery
of the economy will not be disturbed in line w1th the recov-
ery of banking and real sectors

On the srde of revenues, efforts in :ncreasmg tax
revenues continues to e made’ Tax reveriues are aexpected
to increase to 5% of the GBP in thé period of 1995-2004.
Steps to be taken are to simplify tax administration, elimi-
nate various tax exemptions and improve law enforcement.
Meanwhile, the role of oif and gas revenues (tax and non-
tax) will be reduceds

On the side of state expenditures, the main steps
taken for supporting fiscal sustainability are as follows:
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- To press the cost of banking restructuring. The pro-
cass of the recapitalization of banks fi inanced by the
government is expected to be completed in 2000. Then,
policies to keep the stable prices of goods are expected
to create low interest rate so as to reduce the repay-
ment of the interest of bonds issued in the framework
of banking recapitalization. The efforts to make banks
sound again are vital to make possible for the disburse-
ment of banking loans to support economic activities

. To gradually eliminate subsidy. Qil subsady has so far
not been directed to the people living in poverty, The
expenditure saving can be used for development spend-
ing directed to the people of low income. Targeted sub-
sidy is expected to be m.amtamed

To control scaring budget for goveriiment employees
spending.. Though the improvement in ‘the income of
government employees Is very imfportant in order to
provide better services for-the people; ‘the budget is
limited for financing it. Therefore, the improvement in
government employees’ spending must be accompa-
nied by the reforming’ of bureaucraqr

To restrict” development spending. Development spend-
ing is restricted only for productive, crucial and urgent
activities. In relation to the czrcumstance the scale of
' priority i in development expenditure. muSt be sharpened.

On the side of deficit financing, through policies
on.the reductlon of the burden of fureign loans, it is
necessary to mobilize. domestic financing. -Based on Law
No. 23/1999 on Bank Indonesia, sources of fi inancing from
the central bank for the government:is not ‘made possible
any more. Therefore financing sources will be mob:ilzed
by:
1. Making efforts to realize asset recovery maximally as
possible to reach 70% of the total assets controiled by
-the 1BRA by 2004.

OptlITllerlg revenues from privatization of state enter-
prises with the main objective to improve the sound-
ness of the enterprises and, in particular, and the
national economy, |n general,

Tssuing bonds. In i tssumg the bonds, tnfrastructures will
be prepared and national macro conditior will be con-
sidered intensively. The issuance of government bonds
is expected to start in 2004,

In brief, the prediction above is relevant with the
mandate of the GBHN for the 1399-2004 period to realize
a mere healthy state budget by reducing dependency on
foreign loans. In the prediction, it is necessary to make
notes that the process of the transition to the equilibrium
between the finance of the central government and
regional administrations, efforts will be made to ensyre

the trensition
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the transition taking place in accordance with the pringi-
Ples of the management of policies guaranteeing econcemic
stability First, the granting of state revenues from the
central government to regiona administrations both in the
form of transfer and the granting of authoerity in the
Mmanagement of the revenues must be initiated by the grant-
ing of responsibility for the spending of the revenues,
Second, financial foans by regions are restricted to a level
not endangering macro economic stability and in line with
the fiscal sustainability With the principles, the picture of
macro econcmy does not change {for instance, in the deficit
of the state budget and government foreign debts)., The
change probably takes place in the compaosition of
fevenues and spending

¥ With the assumption that the exchange rate.of the rupiah

gradually strengthening and the prices of crude oilin internd-
tional market drop, ofl and §as reventes continue to decrease
in their percentage of the GDP.

o fabl_e 4
Prediction of State Budget for Reventes and Expenditures 12
(% of GDP)

Projection
Indicator - -
1999 2000 2001 2002 2003 2004
A.State Revenyes
andGrants ~ 159 194 {73 179 1ag 19.3
1. TaxRevenues 10.6 113 123 136 148 160

a.IncomeTax 6.0 58 67 72 78 86
OifGas 12 16 13 11 10 o8
Non-Oll/Gas4.8- 42 54 61 69 77

BVAT - 29 33 33 37 41 a4t

cOthers 17 22 23 27 28 29

2 Non-Tax | _
Revenues 5.3 79 49 4.3 38 33
a. Qil/Gas 3.8 6.0 3.5 3.2 2.7 24
b Nor-Qil/Gas 15 19 14 1.2 1.2 g9

B State _
Expenditures 198™ 228 210 21.0 194 17 ¢
1. Routine
Expenditures15.3 179 161 153 142 134
a Restructur-

ing of Banks 2.1 3.7 4.0 3.5 3.1 26
b Employees’
" BExpenditures

(Central and :

Regional) 46 51 54 g4 690 73
€ Subsidy 55 5.5 3.4 2.4 15 12
d Others 31 36 33 2.9 2.8 26

2. Development
Expendituras 4.5 49 4.8 4.8 5.0 4.4
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Projection .
Indicator -
1999 2000 2001 2002 2003 2004
C.Surplus/Deficit -39 -3 4 37 22 07 1%
& Financing - 3.9 3.4 3.7 2.2 07 -15
1. Domestic 1.8 17 23 28 13 -14
a.Banking -0.0 -0.5 0.0 00 0.0 0g
b Non-Bank
{Net) 18 2.2 2.3 26 13 -14
Saleof Bank-
ingAssefs® ‘15 ° 1.9 15 24 20 i8
Sdle of Assets
and/or Reduc- .
ton of Bonds 9 - - - - - 93
Privetiza-. - 0:3 0} G4 0.5 0.5 05
zbon{-) . 0.0 G0 6.0 13- 12 37
Addion
Reduction of e
Bonds % - - - - - - 93
2.Foreign (Net) 2.1 17 14 904 05 -p1
aFund _ . .
Abmrpton 3.8 2.6 2.6 1.9 186 1.6
bAmomzanon 17 -08 .11 -23. 232 -17
Memorandum
- Fiscal Impulse® 05 <05 g2.18 - 14 20
- Government ' ’ :
Debts 1012 992 883 763 638 457

? The diffe’rénce_ o;’lgne ci_igit behind 4 point from-addition
figures are made because of the rounding off of figures.
¥ Relevant with fiscal year, the year of 1999 reflects the fiscal

- year of 1999/2000, effective as of A
2000. The fiscal year of 2000 is off
December, 2001 and-so on in accordanc

year effective from January 1 to December 3]
* Based on the assumption of

# Obtained from additicnal as
mal efforts to achieve the a
* Positive indicates that th
becomes more expansive,

tracting impact,

6. Monetary

Monetary figures
but a description consist
national economy coverj
interest rate and the exc

\pril 1, 1999 to March 31,
ective as of Aptil 11031
e with the calendar

the asset recovery rate of 30%.
set recovery rate of 40% in maxi-
sset recovery rate of 70%.

e Impact of change in policies
while negative reflects more con-

presented here are not targets
ent with the prediction of the
ng among cthers inflation rate,
harge rate of the rupiah,

In 2001, Bank Indonesia set the growth of core

inflation at the average of 4-5
dicted fo be in accordance wit
fundamentals and can direcy
pelicies. With the governmen
ries of government empioye
adjust the tariff of services ¢
the inflation rate of 2001 wi

-50.

following

Percent, This target is pre-
h the condition of economic
y be affected by monetary
t plan {o increase the saia-
es, reduce oil subsidy and
ortrolled by the government,
ill be at 5-8 percent. In the



following years, the contribution of price hike due to
government policies on prices and incomes (non-core
inflation) is expected to get smafler so the inflation is more
affected by core inflation drivers, With the implementa-
tion of the increasingly consistent monetary policies, core
inflation is expected to drop, interest rate will also decrease
thank to the decrease in the premium interest rate

During the crisis in 1998, the premium interest
rate in Indonesia jumped high, triggered by rating made
by international rating institutions including Standard &
Poors (S&P), which rated CCC+ for loans in foreign cur-
rencies. In general the rating indicate that Indonesia’s
capability to repay debts is doubted In 2000 the country
risk of Indonesia was pushed down to SD {Selected
Default), meaning that Ir_w’onesié was considered not able
to repay part of its debts In the beginning of October,
2000, the rate of debts of long and short terms as well as
in foreign currencies and rupiah increased The rate of
Indonesia for long term and short foreign currency rating
of Indonesia rose respectively from SD to B- and from SD

29A

to C. Meanwhile, the local currency rating improved from
B- to B Besides, S&P also granted stable outlook for all of
the ratings. _

The economic development in 1999 improved in
199¢ as reflectad by the decreasing interest rate of timed
deposit with due period of 6 months to 21.5 percent In
2000, the interest rate of the deposits is expected to drop
to 12 percent, justifying the indication that the process of
stabilization took place. With sericus efforts to reform the
economy, the premium interest rate is expected to con-
tinue moving down, which wiil then gradually cause
decrease in interest rate. The development of interest rate
is also not separated from the fluctuation of the exchange
rate of the rupiah. Through control gver inflation, the
rupiah is expected to gradually strengthen and get stable
at the average of Rp6,500-Rp7,500 per US dollar.

E. MATRIX (To be continued)

oM
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NATIONAL DEVELOPMENT PROGRAMS
(Law No. 25/2000 da
[ Continued from Business

10A

(PROPENAS) FOR THE 2000-2004 PERIOD
ted November 20, 2600)
News No. 6660 pages 234 - 294 Vi

E. MATRIX OF POLICIES ON NATIONAL DEVELOPMENT PROGRAMS

No

Direction of Policies in GBHN covered

National Programs

Indicators

1

1.

Making efforts to provide feasible life based
on humanity in justice for the peopte_, mainly
for the poor and negiected children by deve-

loping the system of sacial assurance fund

through government programs and growing
businesses ang creativity of the people in
which [fts distribution is handled by effective
and efficient bureaucracy and stipulated by
law (Point 4, Fconomy)

- Making various integrated efforts tc speed up

the process of the lifting up the people from
poverty and reduce the number of iobless
people increasing as the impact of the crisis
{point 21, Economy)

Developing the iabor system tomprehensively
and In integration directed to the impravement
in the competitiveness and independence of
labors, the improvement in waging, the im-
provement in welfare, working protection and
freedom of union (poimt 21, Ecv_nbmy) :

. Improving the quantity and quality of the

placement of Jlabors abroad by observing la-
bor competence, protection and advacacy
managed in integration and preventing the ex-
nloitation of labors from taking place (poinr
18, Fconomy)

1 The Provision of
Basic Necessity
for poor families

2. The developing
of Businaess Cul-
ture of Poor
Families

3. Expansion and -

development of
Job Cpportuni-
ties

4. Improvement in

the Quality and
Productivity of
Labors

1. The decreasing percentage of poor popula-

. tion to some 4 percent from that in 1999

2. The development of the behaviors of poor
families affordable prices

3 The availability of education services for
poor famffig-% through scholarships

4 The availability of health services for poar
famiies at afforded prices

5 The avaitability of clean water, sanitation
and resettlement at the prices afforded bys
poer families :

1 The estabiishment of education and train-
ing to improve the skills of poor families

2 The development of the behaviors of poor
families oriented to productivé businesses

3.7he increasing number of profitable and
sustainable productive businesses

4. The availability of transmigration resettle-
ment for trarismigrants of farmers agricul-
turat workers fiot possessing farming land

1. The creaticn of jobs in various business
fields for both men and women

2. The decreasing number of open jobiess
pecple

3. The decreasing number of semi-jobless
people through the provision of additional .
working hours: -« g o

e

4. The availability of accurate information on
labor market -

5. The availability of accurate information on
international labor market

6 The increasing revenues in foreign ex-
changes '

1. The availability of male and female labors
with with high quality, productivity and com-
petitivenzgss

- The establishment of fabor certification and
accreditation institutions

3. The creation of the standardization and cer-

tification of the competence of labors

The improving relevance, quality and effi-

ciency of labor training

The improving productivity of labors

]

.Y

T
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1A

Direction of Policies in GBHN covered

National Programs

Indicators

“labors’ (po.rnt ic

5 Making efforts to provide feasible life based

on humanity in justice for the people, mainly

for poor people and neglected children by de-

veloping the system of social assurance fund
through government programs and growing
businesses and ereativity of the people whose
distribution is handled by effective and effi-
cient bureaucracy and stipulated by law (point
4, Economy)

._Devefoping the system of labor social assur-

ance for all labors to get adequate protection;
security and working: safety whaose manage-
ment involves the go-vernment, companies and
) Social and Cufturs) '

:

Deveiopmg Iand pohc:es toi mprove the use of

land in a just, transparent and prcductwe man-
ner by prioritizing the rights of local peopie
including the rights of traditional community

and basing on harmonized and balanced space
planning -(point 16, Fconomy)

. Developing the system of the people’s eeonomy

based on market mechanism. uphelding justice
and the pnnc1pls of falr ccmpetltmn, promet-
ing economic grawth, justice values, social In-
terests life quality, environmental and sustain-
able development so as to ensure the protec-
tion' of consumers’ rights and fair treatment for
all pedple (point 1, Economy)

. Develaping giobai -oriented eccnomy in accor-

dance with the progress of technology by de-
veiopmg competztwe edges based on compara-
tive advantages as a maritime and agrarian
country in accordance with each region’s
competentententence and prime commodities

_ mainly of agriculture in broad. sense, forestry,

maritime, mining, tourism and hcme industries
and home-made handicrafts {peint 5,
Economy)

5. Protection and

Development
of Labor Insti-
tutions

. Development
of the System
of Social As-
surance

Social Insus-
ance

Space Plan-
ning (dis-~
cussed in
Chapter IX :
Regigonal

Deve -

lopment)

. Land Manage-
ment  (dis-
cussed in
Chapter IX :
Regional
D eve -
lopment)

1 The creation of working and business se-
curity

2. The improving welfare of labors and their
families

3. The establishment of !labor institutions in
campanies '

4. The improving pratection, supervision and
enforcement of laws and regulatlons mainly
those related to women

5. The assurance of labors’ eondltwn safety
and health

1. The availability’ of the framework of the
management of the comprehensive system
-of social" assurance

2: The improving. awareness of the oeopie,

© governmerit apparatus and busmessmeﬂ on
the tmportarce of social assurance pro-
grams

1. The increasing number of population and
families protected by social insurance pro-
grams

2. The availability of sound and ,efﬁcient insti-
tutions operating the programs

3. The availability of laws capable of protect-
ing the participants and operators of social
insurance programs

4. The improving awareness of the people,
government apparatus and businessmen
on the importance of social insurance pro-
grams ' '

The indicators of the perfermance of this pro-
gram are further dlscussed in Chapter Reg:onal
Development '

The indicators of the performance of this pro-
gram are further discussed in Chapter Regional
Development

Business News 6663/14-9-2001
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12A

No

Direction of Policies in GBHN covered

Nationai Programs

Indicrators

10 .Ernpowering businessmen of small and me-

11

dium scales and cooperatives to make them
efficient, productive and highly competitive
by creating conducive business climate and
as many business opportunities as possible.
The assistance of facilities selectively provided
by the government mainty in the form of pro-
tection from unfair competition, education and
training, business and technological informa-
tion, initial capital and business iocatlon (point
11, Economy)

Speeding up development in villages in the

" framework of the empowerment of the people

mainly farmers and fishermen thiough the
provisicn of infrastructures for the develop-
ment of agribusinesses, home industries,
home-made handicrafts, the  development
of institutions, the mastery of technology and
the use of natural resources {(point 1.d, Re-
gional Development)

Developing the system of food resilience
based on the diversity of food stuff resources,
local institutions and culture in the framework
of ensuring the availability of food and nutri-
tion in a quantity and quality needed by the
people at affordable prices by taking into ac-
count the increase in the incomes of farmers
and fishermen as well as the increase in the
production as requlated by laws (pofnt 14,
Economy)}

10. Development
of Agribusi-
nesses

11. The Improve-
ment in Food
Resilience

12. Water resour-

ce deveiop-
ment

1

1

- The improving productivity, quality and pro-

duction of prime commaodities of food crops,
horticulture, animal husbandry, fishery,
plantation and forestry

The increasing number of job and business
opportunities in villages

The increasing exports of agricultural and
forestry products

. The increasing investment in agriculture

forestry

. The impraving buying power of farmers

The increasing production and avaitability
of rice in sustainability and the increasing
production, availability and consumption of
food as non-rice carbohydrate sources and
food as protein sources

. The increasing diversity of qua!:ty of food

consumption by the people and the decreas-
ing consumption of per capita rice

. The increasing the score of the Pattern of

Expectancy and the decreasing number of
fam:l;es prone to food shortage and mal-
nutrition

. The improving productmty and quality of

food marketed

The decreasing volume of imported food
stuff and the increasing volume of local food
as import substitution

. The developing food industry and bases

The increasing private investment in devei-
oping food businesses

. The creation of the system of fishery busi-

nesses which is mutually supporting be-
tween fishing and cultivated fishery to sup-
port food resilience

The realizatio of the description of the
tasks and authiority of the central govern-
ment, the administrations of province, re-
gencies and mayoralties in the manage-
ment irrigation based on the granting of
authority in making decisicns to social or-
ganizations in charge of irrigation manage-
ment in the management of irrigaticn net-
wark

The improving empowerment of sociai or-
ganizations in charge of irrigation manage-
ment through the improvement in nego-
tistion and technigues in operating the
administration of irrigation to enable them
to accapt the broader authority in the man-
agement of irrigation

. The increasing realization of the granting

of authority in the democratic manage-
ment of of irrigation network

Business News 6663/14-9-2001
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No

Direction of Policies in GBHN covered

National Programs

Indicators

J

13.

14

Improving the development and maintenance
of public facilities and infrastructures includ-
ing transportation, telecommunication, energy
and electricity as well as clean water to en-
courage the even distribution of development;
meet the need of the peopie at affordabie
prices and open open the isolation of inland
and remate areas (point 17, Economy)

.Speeding up development in villages in the

framework of the empowerment of the peaple
mainly farmers and fishermen through the
provision of infrastructures for the develop-
ment of the system of agribusiness, home
industries and home-made handicrafts, the
development of instituticns, the mastery of
technology and the use of natural resources
{point 1.4, Regional Deveiopment)

4. The realization of the restructuring'of the

financing of the management of irrigation
network (operation and maintenance, re-
habilitation and improvement)

5. The development of activities of agricul-
ture; agribusiness and those in villages as
well as the achievement of food resilience
through the improvement in effective-
ness and efficiency as well as the expan-
sfon of irrigation network incliding swamp
reclamation netiwork to support the
improvement 4n the mcomes and welfara
of farmers *

6. The realization of the protectmn of irriga~
tion land from land conversion through the
enforcement of law and regulations includ-
ing the implementation of space planning

7. Theincreasing availability of water to meet
the need of water in resettlements,. cities,
industries and other non-agricultural ac-
tivities .

8. The improving effectivenass and efficiency
of the operation, maintenance and
developmen of mfrastructures for contral--
fing flood and the abrasion of coastal ar-

. oeas .

9. The improving maintenance, reparation
and development of dams, lakes, lagocns,
pools and other water accommodatlon con-
structlons

10.Thei smprowng admmlstratmn and improve-
ment river streams to maintain their func-
tions anil :mprove their benefits

11.The improvement in'the zntegratioﬁ' of the
use of land and surface water and the in-
tegration of the control over Iand surface
water poiiution -

Business News 6663/14-5-2001
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No.

Direction of Polides in GBHN covered

2. 1. Developing a Populist econgrmic system based

on market mechanism which promotes Justice
and the principles of fair competition and con-
sidering economic growth, justice values, sg-
cial interes*s, fife quality, development friendly
to environment ang in sustainability so as ig
€nsure the same working and business op-
portunities, protection of the rights of consum-
&=, and ﬁlhaamlaitﬁrallpa:p]e (poit 1,

Economyj

Empowering businessmen of small and medium
scales and cooperatives to make them more
efficient, Productive and Competitive by cre-
ating corducjve business climate and as many
business opportunities as possible. The go-
vernment selectively provides assistance in the
form of facilities for the businessmen and co-
Operatives through the erotection from unfair
competition, education and training, business
and technolagical information, capital and
business locatio_ns (point 11, EConomy)

Speeding up the safeguarding and recovering
of the ecenamy to revive rea sector especially
for businessmen of small and medium scales
and cooperatives through efforts in control-
ling inflation, the stability of the exchange rate
of the rupiah at a fealistic level, reasonable
rate of interest and the liquidity relevant with
the demand (paint 22, Economy)

- Developing policies on industry, trade and in-

vesiment in the framework of fmproving glo-
bai comnpetitiveness by opening the same
accessibility for aj people and regions to get
working and business opportunities through
the promotion of competitive advantages es-
pecially those relying on the advantages of
natural and human resources by eliminating
all forms of discriminatory treatment and bar-

_——

riers /posnr 10 Ecvnomy)

usiness News 6663/14-9-2001
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National Progrems

1. The Creation
of Conducive
Business Cji-
mate

2. The Improve-

ment in the
Access to Pro-
ductive
Resources

3. The develop-

ing of Entre-
preneurship
and Business-
men of Small
and  Medium
and Co-apera-
tives Possess-
ing Competi-
{ive Edges

- 05 -

Indicators

1. The improving effectivenass of policies and
regulations

2. The decreasing cost of transactions by busi-
nesses of small and medium scales and
Cooperatives

3. The Increasing diversity of businesses

1.The increasing coverage and quality of sor-
vices of Supporting institutiong

2. The increasing supporting business
3. The developing business partnership

4 The improving eConomic use of coopera-

tives for their members

1. The improving entrepreneurship

2. The developing Products of businessas of

small and medium scales and Cooperatives
high added values and export orientation



15A

y:

Direction of Policies in GBHN covered

National Programs

Indicators

3.

6. Empowering compames of small and medium

scales and cooperatives to make them more
efficient, productive and competitive by cre-
ating conducive business dimate and as many
business opportunities as possible. The gov-
ernment selectively provides assistance in the
form of facilities through protection from un-
fair competition, education and training, the
provision of business and technological infor-
mation, capital and business locations (point
11, Economy)}

. Empowering businessmen of smail and medium

scales and cooperatives to make them more

- efficient; productiVe and ‘competitive by cre-

ating conducive business climate and as many

.business opportunities as possible. The gov-

ernment selectively provide assistance in the
form of facilities through the provision of pro-

. tection from unfair competition; education and

1.

training, business and technological-informa-

_tion, capital and busmess lecations (pomt i1,

Econamy) B e

: Developing partrietship relation in the form of

inter-relationship mutually supporting and ben-
eficial between cooperatives, private sector
and state enterprises aswell as between busi-
nesses of small; medium and large scales in
the framework of strengtheningthe structure
of the national economy (pofnt 13, Ecunamy)

of science and technology lndudlng national
technology by busingssés aspeciaily those of
small and medium scales and cooperatives to
improve the competitiveness of products rely-
ing on locat resources :

Managing polac1es on macro and micro econo-
mies in .coordination synergy to set reason-
able rate of interest, controlled inflation rate,
stable and realistic exchange rate of the ru-
piah; provide basic necssmy mainly food and
housing for the people; provide adequate and
affordable public facilities; and smoothen
transparent easy and quuck ficensing {point
6, Economy)

. Speeding up the safeguarcimg and recovering

of the economiy in ordEr to révive real sector
especially for_busmessmen of small and me-
dium scales and ¢o-operatives through con-
trol over inflation,, the stabilization of the ex-
change rate of the rupiah at realistic level, rea-
sonable interest rate and the availability of §i-
quidity in accordance wath demand (point 22,
Econiomy)

1. The Improve-
ment in the
Coordination
in Maintaining
Ecocnomic
Stability

2. The Increasing
of Sate Rev-
enues

. The achievement of targeted inflation rate
- for the medium term, appreaching world

inflation:rate of some 3-5 percent

. The achievement of the increasing eco-

nomic growth of some 6-7 percent in 2004

_The ratio of tax revenues to the GDP

reaches 16 percent in 2004 .-

. The Control over off budget revenues

Business News 6663/14-9-2001

- 66 -

3. Developing . . . ..




—_—
Na.

16A

Direction of Policies in GBHN covered

_ National Program_s

Indicators _

3. Developing fiscal policies by considering the

principles of transparency, discipline, justice
efficiency and effectiveness to increase state
revenues and reduce dependence on foreign
Yens (point 7 Economy)

Making sound the State Budget for Revenues
and Expenditures by reducing the budget defi-
¢it through the improvement in budget disci-
pline, the gradual reduction of subsidy and
foreign loans, the increasing of progressive tax
revenues in justice and fairness as well as the
saving of expenditures {point 23, Economy)

- Optimizing the use of government foreign

loans for productive economic activities car-
ried out in a transparent, effective and effj-
cient way. The mechanism and procedures of
obtaining fareign loans must be approved by
the House of Representatives (DPR) and regu-
lated by law (point 5, Economy)

Making negotiations and speeding up the re-
structuring of foreign debts together with the
International Monetary Fund {IMF), World
Bank; other financial institutions and doner
countries:by consi-dering National capability,
whose realization is.. executed transparentiy
and consulted to DPR (point 26, Economy) .

- Speeding up the recapitalization of banks and

restructuring of private debts in transparency
to make banks and private companiés sound,
reliable, fair and efficient in serving the peopie
and economic adivitieg {point 24, Economy)

Business News 6663/14-9-2001

3. The Improve-
ment in the Ef-
fectiveness of
State Expendi-
tures Manzge-.
ment

4. The Manage-

ment of Go-
vernment
Loans

5. The Develop-

ment of Finan-
dal Institutions

6. Banking Re- '

structuring

7. Fhe - Settfe-

ment and
Monitoring of
Corporaté
Debts

. The gr"i_idually'decreas'irig subsidy in its. per-

Centage to the GDPp

. The graduéliy decreaéing budget deficit angd

the achievement of balanced budget in 2004

Government Foreign Loafis =

. The' formulation of Lé'v&is[i{egﬂ;aﬁohs on

- The decreasing number of systemic:prob-

lems in projects financed by foreion loans

» The decreasing pumber of foreign loans can-

'Ce]e,d- i E [

: The debt'sewiée r‘atid-iﬁf-tﬁe éi:ve'}'nment is

expected to reach 10 percent in- end-2004,

- The ratio of government: fo'refgp' and domes-

ticdebts to the GDP is éxpectad t5 détrease
to'46 percent in 2004; * <t -n o

- The improving 7nié'nagémenf of "'dga'bt,s_ in ef-

ficiency and effectiveness by reducing the

. Number of leakages and the use of priority

of scales

. The iﬁcreasing number and types of services
" provided by financial institutions for the

people

- In medium term, Bariks’ Capital Adequate

Ra_:t_i_gg. (CAR) is #Xpected reach 3.0 percant,

+ Non-performing faans is expected to reach

5.0’ percent in the medium term, .

The récapita!izéi:‘oﬁ_b__f banks ﬁn_én,céd-; by the

government has. been:complated. in. 2000

- No bank is capitaiized with government fund
* more than caca: SR TN
- Banking CAR will be s adequatéievel of
| minimaily'4.9 hércé’ﬁ_t in 2000 érid;Bf.O per-

- Non-performing Iéans_‘ will reach 5.0 percent

in 2001.

- The performance of the Indonesidn Bank.

ing 'R’esnucmrihg'Ageh?:y'_'qaﬂji)r.improves
with the Tecovery rate of 70 parcant in 2004,

1. The increasing numbar of Eotipaiiies alfeady

restructuring their debty

. The achievement of the rate of asset recoy-
~ ery from the “ERStRUChUring by the TBRA,

through among others dvéstnent. The vo
set recovery is optimized to reach 70 per-
cent if 2004, - o

- The availability of complete, acturate and

on-time data cn private debts
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/ | -:-No.

Direction of Policies in GBHN covered

National Programs

Indicators

8.

Executing the restructuring of state assets
mainly those acquired from the liquidation of
banks and companies in the framework of
improving the efficiency and productivity n
transparency and the  realization is congulted
to DPR. State assets are regulated by law.
(point 25, Fconomy)

. Speeding up the recapitalization of banking
sector and the restructuring of private debts |

in transpa-rency to make them sound, reliable,
fair and efficient in serving the people and eco-
nomic activities (point 24, Fronomy)

~ 10 Developing fiscal poficies by considering the

principles of transparency, discipline, justice,
efft ciehcy and effectiveness to inaease state
revenues and reduce dependence on fore:gn
loans (point 7, Economy)

11.Making sound the State Budget for Ravenues

and Expenditures by reducing budget deficit
through the improvement in budget discipline,
gradual reduction of subsidy and foreign loans,
the 'in::réééing of progressive tax fevenues in
justice and fa:rnss and the saving of expern-
dntures (po:nt 23 Ecanamy)

Pro- actweiy havmg negotiations and bilateral
and mult:lateral economic cooperation in the
of mcreasmg the volume and value of exports
mainly from the sector of industries relying on
natural resources and encouraging financial
and -direct foreign investments without hort-
ing national interests (point 27, Economy)

. Developing the system of the people’s economy

based on market mechanism upholding justice
and the principles of fair competition and pro-
moting econamic growth, justice values, so-
cial interests, life quality, development friendly
to environment and in sustainability so as to
ensure the same working and business oppor-
tunities, protection of the rights of consumers
and fair treatment for all the people (point I,
Economy,)

8. The Imple-

mentation of
the Equilibrium
between the
Finance of the
Central Go-
vernment and
Regional Ad-
ministrations

1. The Develop-
ment of Ex-
ports

2. The Structuring

and Sirength-
ening of Bases
for Production
and Dis-
tribution

1. The gradual realization of inter-regional al-
location of balanced funds capable of sup-
poriing  regicnal finance for meeting the
basic need of the people and the implemen-

. tation of regional authority

2. The realization of fiscal decentralization in
line with efforts to decrease the deficit of
the State Budget for Revenues and Expen-
ditures

-
-
P

1 The increasing volume and value of exports
of mainly non-oilfgas products to an aver-
age 11.9 percent in the period of 2000-2004

2. The increasing Variety of export products
mainly in'du_striai b_roducts an t:h_é'bésis of
agriculture, mining and maritime

3. The increasing contribution of businesses
of small and medium scales to exports

4. The improving effectiveness of international
trade institutions

1. The increasing added values of the sector
of productlon and distribution

2. The mcreasmg business praductivity

. The increasing use of local resources

The increasing centribution of added val-

ues of industries located outside Java Is-

land

EL N
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Directicn of Polices in GBHN covered

National Programs

Indicators

3. Develoging globally-oriented e'_conomy in ac-

cordance with tethn'o!ogica! progress by de-
veloping competitive advantages based on

Comparative Fdvantages as 3 maritime and .

agrarian country ‘in accordance with each
region’s competence and prime commodities
mainly of agriculture in broad sense, forestry,
maritime, mining, tourism, home industries and
home-made handicrafts (point 5, Fconomy)

Developing policies on industry, trade and in-
vestment in the framework of improving glo-
bal competitiveness by opening the accessi-
bikity for ait pecple and regions to get working
and business opportunities through the pro-
motion of competitive advantages mainly those
relying on natural and human resources by
eliminating all forms of discriminatory treat-
ment and barriers (poinf 10, Economy)

. Developing taws and regulations supporting

economic activities in facing the era of free
trade without hurting national interests (point
7 Law)

- Optimizing the role of the goverhment in

correcting imperfectness of market by elimi-
nating all barriers hampering market mecha-
nism through regulations, public services, sub-

sidies and incentives carrjed out transparently

and regulated by law

. Developing glabally-oriented economy in ac-
- cordance with the progress of technology by

developing competitive advantdges based on

© Comparative advantages as a maritime and

agrarian courtry. in relevance with each region’s
competence and prime commodities mainly in
agriculture in broad sense, forestry, maritime
mining, tourism, home industries and home-
made handicrafts {point 5, Economy)

- Making Indonesia’s fféditi&ﬁéi_a_&é and cultures

as the media for the development of national
tourism and promating them abroad to engble
them to function as the media for international
friendship (point 2. g, Secial and Cuiture)

. Developing tcurism throligh the approach of

the united and integrated system which is in-
ter-discipliner and participatory in nature by
using the criteria of econornical, ergonomic,
social and cuitural, energy saving, natural con-
servation and harmiess to environment (point
2.8, Sociaf and Cutture)

3 The ‘Streng'tl‘ij
ening of the
Regulating of

Competitive
and Non-
Discriminatory
Climate

4. The Strength-

ening of Mar-
ket Inastitu-
tions

5. The Develop-

ment of Tour-
ism discussed
in Chapter VIII
: Development
of Social-Cul-
ture

. The Improve-

ment in Sci-
ence and Busi-
nesses

L. The implementation of laws supporting the
creation of competitive climate

2 The decreasing import duties in the frame-
work of supporting industrialization strategies

3 The decreasing barriers in investment mainly
direct foreign ‘investment

4. The availability of the mechanism and com-
munication forum for business development

5. The developing networks of information on
market and technology for production and

distribution activities

1 The decreasirfg import duties and discrimi-
natory treatment "

2. The availability of laws and regulations sup-
porting the development of trade on goods

and services N @

The indicator of this program is further dis-
cussed in Chapter ; Development of Secial-Cul-
ture

1. The availability of regulations on tax relief
on the cost. of research and development
as well as the procurement of equipment

2. The availability of regulations facilitating
units of resedrch and development to pro-
mote partnership with businesses

3. The availability of more flexibie regulations
cn the use of fund from the provision of
technological services ‘

4. The availability of regulations facilitating the
spin-off of research and development in-
stituticns oo T

3. The'increasing number of companies pos-
sessing research and development units

6. The increasing contribution of businesses

the financing of research and develop-
ment .

7. The increasing number of venture capital
companies o

8. The increasing number of entrepreneurs as
the the result of spin-off

3 The increasing number of entrepreneurs ys-
ing technological services, mainly busi-
nesses of smail and medium scales and co-
operatives andfor those relying local re-
sources _

10.The availabitity of basic, sectoral and spe-
cific, which are complete, accurate and on
time
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Direction of Palicies in GBHN covered

~ Nationat Programs

Indicator_s

cordance with the progress of technology for
by developing competitive advantages based
on comparative  advantages as a maritime
and agrarian country in relevance with each
region’s competence and prime commodities
mainly those of agriculture in broad sense,
forestry, maritime, mining, tourism, home in-
dustry and home-made handicratts. (pa:nt 5
EFconomy}

11 Improving the mastery, development and use

of science and technology including national
technology In businesses especially businesses
of small and medium scales and cooperatives
to improve the competitiveness of products
relying local resources (point 20, Economy)

5. 1. Developing policies on industry, trade and in-

vestment in the framework of improying the glo-
bal competitiveness by opening the. same ac-
cessibility for all the people and regions to get
working and business opportunities through the
development of competitive- advantages based
mainly on the advantages of naturat and hu-
man resources by eliminating ail forms of dis-
criminatory treatment and barriers (point 10,
Economy)

. P‘rbactivety carrying out negotiations and bila-

teral and muitilateral econormic cocperation in

- the framework of increasing the volume and
vaiue of exports mainly from the sector of in-
dustry relying on natural resources and attract-
ing financial and direct fore:gn in investment
without hurtmg natmnal busmessmen (point 27,
Economy)

. Developing capital sound, transparent and effi-

cient capital market and improving the imple-
mentation of laws and regulations in accordance
with an international standard and supervised
by an |ndependent institution (point &, Economy}

4, Structuring state enterprises ina transparent

efficient and professzona! manner mamly those
whose busmesses are related to pubhc interests,
maoving in the provision of publ:c facilities, de-
fense and security industry and other business
activities not run by private sector and coopera-
tives. The existence of state enterprises is stipu-
lated by law (point 12, Economy)

7. Dissemination
of Information
on Technology

1. The Increasing
of Foreign and
Domestic In-
vestment

2. The Structur-
ing of Capital
Market Institu-
tiocns

3. The Restruc-
wring of State
Enterprises

1.

1

2.

2.

The availability of information on business
opportunities and the improvement in the
added values of technology for various in-
dustries and regions malnly those relying
focal-resources

. The availability of assistance of informaticn

on technology as the compllment to various
business credit schemes mainly for busi-
nesses of small and medium scales and co~
operatives

The increasing of entrepreneurs usmg infor-
mation on technology and/or technolegical
services . ' T

The increasing number and value of foreign
and domestic investment
The availability of more efficient and effective
procedures of investment

. The increasing investment in various regions
. The decreasmg ancremental capltai output ra-
‘tlo (ICOR) in mvatment

. The improving rofe =o‘f capital Hiarké{ in eco-

nomic actmt:es

. ¥he 1mprovmg pa'rt:cxpatlon of the people in

capital market activities

. The implementatmn of |ntematlonal standards
\ The establishment of -an -independent capital

market supervisory . inStItthIOﬂ o

. The enforcement of Iegal certalnty

.‘-The- acﬁiegémént dﬁ:-iﬁe' sound financial

condition of state -enterprises’

The availability of opportunities for operational
cooperation and the revitalization of strategic
state enterprises which are not in sound con-
dition

. The increasing state revenues from the the
_resuft of the improvement in added values of

government investment and privatization of
state enterprises '
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National Programs

Irrdicator‘s

5. Making sound state/regicnal enterprises mainly

6.1

those whose businesses are related to public

interests. State enterprises whose businesses”

are not related to public interests are encour-
aged to be privatized through capital market
(point 28, Econormy)

¢

Improvmg the deveiopment and maintenance
of public facilities and infrastructures including
transportation, teiecommumcatlon energy and
e!ectncrty and clean water 10 encourage even
development dlstr:butron, provide services for
the pecple in meeting their rieeds at afforded
prices and open the isolation of inland and re-
mote areas (point 17, Economy)

Deve!oplng sound and t'alr competttlon and pre-
venting the' dccurrence ‘of monepollst:c market
structure and other distorted matket structure
hurting the sodiety (point 2, Econcmy)

. Optimizing the role of the government in cor-

recting the imperfectness of market by elimi-
nating alf barriers hampermg market mechanism

through. regulations, pliblic  services, subsidies

and ‘incentives” carried out transparently and
regulated by law 'f(pa:ht“j‘,‘ Econamy)

r Developlng pohcres ‘on mdustry, trdde and in-

vestment in-‘thea framework of improving global
competltiveness “by ‘bpening the 'sanie accessi-
bility for all the people and regions to get work-
ing and business dpportunities through competi-
tive advantages mainly baséd on the advantages
of natural and human resources’by eliminating

al forms of discriminatory treatment and barri-

ers {point 10, Ecohod;j?)

Structuring state enterprises in an efficient and
professional manner, mainly those whose busi-
nesses reiated to public interests moving in the
provision of public facilities, defense and secu-
rity industry, management of strategic assets
and other business activities not run by private
sector and cooperatives The existence and man-
agement of state enterprises are stipulated by
law (point 12, Economy)

1 Maintaining

the Level of

the Provisjon.

of Services on
the Use of Fa-
cilittesand In-
frastructures

2. Continuing

the Restruc-
turing and
Reforming
Programs in
the Field of
Facilities and
Infrastruc-
tures

B

© N

o

. The mcreasmg number of mfrastructures

maintained and” operatmg

- The increasing capacily, frequency and pe-

ried of adequa‘te services

" The' mcreasmg use “of resources (% or unit

number) -

. The improving the’ “affic iciency-of the system of
infrastructuire ‘netiworks {% or'unit number)

: The i increasing’ ¢apacity of infrastructures

. The'i increasing productivity of infrastructures

The improving qual:ty of services meetmg the@
standards + -

CThé lmprowng saféty of services on the use
“of mfrastruetures ’

. The“imprdving efficiency of the management

of services on the use of infrastructires

- The comipletion of the formulation: 6f regula-

tions and laws' Supporting the-restructuring/
reformmg the sector toi |mpr0ve transparency,
accountabifity and efficiency (Law 6n Elec-
tr1c1ty Law on Roads Lawon Infrastructures
and 5o’ an) '

" The'impraving enforcement of law

The’ smplementatlon of competmve transpar-
ent and afforded tar:ﬁ" system(mutualiy ben-
eﬁci'al)_

‘ :nta_ripn__‘of subsidy system in each
which 5 effective and efficient o

. The improving performance of state enter- -

prises in the field of infrastructures

The lncreasmg number of sound state enter-

prises’

The mcreasing state enterpnses from state

enterprisés in the fleld of |nfrastructures

. The Impraving teéscurces in the ﬁeld of in-

frastructures

10.The |mprcvmg the competitiveness of prime

sectors through cost efficiency in the provi-
sion of supporting services on the use of in-
fras‘cructures

11.The increasing number of new private in-

vesters in the development and ména_gement
of the provision of services on the v of in-
frastructures
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Direction of Policies in GBHN covered

National Programs
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Increasing the provisicn and use of energy
sources and electricity at relatively cheap prices
and friendly to environment as well as in
sustainability, whose management. is regulated
by law (point 15, Economy)

Optimizing the role of the government in cor-
recting the imperfectness of market by elimi-
nating all barriers hampering market mecha-
fiism through regulation, public services subsi-
dies and incantives carried out wansparently and
requiated by law (point 3, Economy)

Improving the development and maintenance
of pubiic facilities and infrastructures including
transportation, telecommunication, energy and
electricity and clean water to encourage the
even distribution of development, serving the
peopie in meeting their need at afforded prices
and open the isolation of inland and remote
areas (point 17, Economy)

7. 1. Deveioping the system of the people’s economy

based on market mechanism upholding justice and
the principles of fair competition and promoting
econcmic growth, justice values, social interests,
quality of Ffe, development friendly fo environ-
ment and in sustainability so as to ensure the same
husiness and working cpportunities, the protec-
tion of the rights of consurners and fair treatment
for ail the peaple (point 1, Economy)

3 Improving the

Accessibility
of the People
to the Provi-
sion of Ser-
vices on the
Use of Trans-
portaticn Fa-
cilities and In-
frastruciures

The Develop-
ment of Trans-
portation Fa-
cilities and In-
frastructures

1. Maritime De-

velopment

12 The increasing number of new private in-
vestment in the field of infrastructures

13 The establishment of an independent council
stipuiating the taritf and prices of each sector

1 The increasingly afforded tariff in accordance
with the incomes (buying power) of the people
2 The reducing isolation of areas from the pro-
vision of services on the use of infrastructures

1. The improving condition of the network of
national, provincial and regency roads

2. The increasing market share of national ship-

ping fleet both in domestic and international

cargo

The decreasing number of accidents

The increasing average-speed of the provi-

sion of transportation services at the first cor-

ridor ‘

5. The incressing percentage of on-time ship-

ping schedules -
. The impraving productivity of transportation
_ The increasing loading number/capacity of
transportation means

8. The increasing number of new regular ship-
aing routes in remote and crowded areas

9 The completion of the formulation of laws
and regulations on integrated transportation
te support the restructusing/reforming of the
secior to improve transparency, accountabil-
ity and efficiency

10.The implementation of the system of palicies
on competitive, transparent and afforded
(mutually beneficial) prices

11 The establishment of an independent agency
in charge of stipulating tariff and prices  of
transportation services

17 The increasing numbef of new private invest-
ment in the field of t{ranspartation

5o

~

1 The reaiization of the improvement in the in-
© comé of the pecple and fishermen in coastal
areas and remote islands :

2. The realization of the increase in the real value
of resources of coastal areas and smail is-
lands as well as fishery, and the improvement
in the role of maritime products and services

3 The realization of the sirengthening of the
status of coastal areas and smail istands
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National Programs
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2 Developing globally oriented economy by de-

vefoping competitive advantages based on com-
parative advantages as a maritime and agrar-
ian couhtrY in accordance with each region’s
competence and prime products mainly of ag-
ricuiture in broad sense, forestry, mining tour-
ism, home industry and home-made handicrafts
(point 5, Economny)

. Improving the development and maintenance

of public facilities and infrastructures including
transportation, telecommunication, energy and
electricity and clean water to improve the even
distribution of devefcbment, serve the pecple
in meeting their need at affords prices and open
the isolation of inland and remote areas
{point 17, Economy)

Speeding up development in villages in the
framework of empowering the pecple mainiy
farmers and fishermen through the provision of
infrastructures for the develapment of the sys-

tem of agnbusmess home mdustraes and home- _

made handicraits, the development of institu-
tions, the mastery of technoiogy and the use of
natural resources (point 1.4, Regfona/ Devel-
opment) '

Managing natural resources and maintaining its

_ supporting power to provide benefits for the

improvement in the welfare of the p‘ee’ple from
generation to generaticn (point I, Natural Re-
sourées and Environment)

Improvmg the use of the potentiafs of natural
resources and enwronment by carrymg out
conservation, rehabl_htat:on utlhzatxon saving by
applying fechnologies friendly to environment
{point 2, Natural Resources and Fn vironment)

. Graduél[y delegating authority of the central

government to regional administrations in man-
aging the selective use of natural resources and
the conservation of environment so the quality
of ecosystem is maintained, which is reguiated
by law (point 3, Natural Resources and Envi-
ronment)

4, The realization of the improvement of the
people-based management in efforts for the
rehabilitation and conservation of coral stones
and other résources

5. The realization of the improvement in the
awareness and understanding of the pecple
on the management and use of coastal and
maritime resources in sustainability

6. The realization of the improvement in the role
of protected and conservation maritime ar-
eas in the economy of the people in coastal
and maritime areas

7 The reahzatlon of the lncrease in investrment

2. The Develop-
ment and
Management
of Forests and
tand

and businéss opportunltxes in the the fi eId of
maritime

8. The implementation of decentraliiatipn an-
couraging the efficient and sustaineb?e marn-
agement of coastal and maritime resources

9. The integration -of the development of land,
coastal and water areas in the unity of re-
gional development

10.The realization of the increase in the use of
small island, coral reef and their inhabitants
and fishery respuri:es for the the people at
optimum and in sustainabifity

11 The realization of the improvement in the
supervision of the use of fishery, coastal and
maritime rescurces

1. The improving management of less produc-
tive forest land and the developing people
forests

2. The increasing reat value of fnrstry produce
and the improving role of forestry products
and services

3. The improving role of protected forests and
conservated forests in the economy of the
people

4 The decreasing of forest stealing and scram-
bling and fires .

5 The improving establishment of the status of
forest areas

6. The realization of the restructuring of the sys-
tem of forest management

7 The improving efficiency of forest logging and
forestry industry
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" National iP_r_c}gra:rns '

) ‘z_ilznr_gii_cators

8 Empowering natural resources for maximal wel-

fare of the people with regard to the conserva-
tion of the function and eduitibrium of environ-
ment, sustainable development, the economic
and cuitural interests of local people and space
planning, whose exploitation Is regulated by law
{(point 4, Natursl Resources and Environment)

. Developing globally orieh_téd economy relevant

with the progress of technolegy by developing

‘competitive advantages based on comparative
advantages as a maritime and agrarian country
il accordance with each region’s. competence
and prime products mainly of agricuiture in
broad sense, forestry, mining, tourism, home
industry and home-made handicrafis (point 5,
Economy)

3 The Develop-
ment and
Management
of * “Water
Sources

4. The Use of
Mining Re-
sources

8, The realization of decentralization encourag-
ing the effi cient and sustainabie management
of forests .

9 The increasing mvestment and business op-

portunities in the field of forestry

10.The increasing emptoyment and incomes of
the people

i1 The 1mpmvmg balance between the use and
conservatlon of land and forests

12 The maintgined function of conservation and
protected areas as well as areas for the de-
velopment of biodiversity in the use and man-
-agement of fand and forests ”

13.The decreasmg critical agricultural and for-
estry land -~ -

14 The improving certainty on land using rights

15 The decreasing conflicts over land

16 The developing sacial institutions capable of

managing land in integration

1. The realization of the re-regulating of varicus
“insttutions and regulations on the develop-
ment and-management of water resources
ériforcing just watet using rights
2. The increasing use and productivity of water
scurces through the improvement in the effi-
ciency and effect]veness as weil as indepen-
dence of the operation and maintenance and
conservation of infrastructures for the accom-
modation of water and natural water sources

1. The availability' of laws and regulations ad-
equate for developing the field of mining re-
sources in sustainability

2. The increasing production and exports of min-
ing resources ' ‘

3 The improving efficiency of the management

* of mining rescurces

4 The increasing . number of investment in the

fieid of mining resources

5 The 1ncreasnng opportumtles for autonomous
regions to develop economy and increase
_original regional incomes

6 The avaiiability of faciiities and infrastructures
as weil as technology supported by mining
and geological centers in the country

7 The realization of mining business pattern -
friendly to environment

CHAPTER V ..

Business News 6663/14-9-2001
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CGl 2005 4 -6
2005 8 3
CaGl Investment Climate Working Group 4
1.
Medan, Jabotabek, Semarang, Surabaya, Makassar 5 600
FDI BKPM
BKPM 7 BKPM
2 BKPM
BKPM BKPM
2 5 9
82 39 43
23 8
6 5 1 3 JICA
VAT 57 VAT
5 87
7 45 man-day
2001 10.8 6.4
SME 3
12.8 4.9
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CGlI
2005 8

41

27

BKPM

3

33
151

Notaries

2005

80

Nuisance Permit 25

FDI

1995

4

-6
12 4 2
14
6 3
151 56
30 8

BKPM

BKPM 7
43 35 34
16
1982
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Investment Climate Monitoring
Activity:
Preliminary Results

Presented at the investment Climate
Working Group Meeting
Hotel Borobudur, 24 June 2005

LPEM-FEU! Government of the Netherlands

£

THE WORLD BANK

. BACKGROUND

* The Investment Climate Monitoring surveys
grew out of discussions in the Investment
Climate Working Group under the CGl.

* Objectives:

1. Quick Results — previous surveys were too
slow.

2. Routine monitoring of changes in
Indonesia’s investment climate over time.

* The idea is to track a small set of indicators
at regular intervals, by establishing a panel of
respondents who can be-revisited once every
6 months.
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Characteristics of the Indicators

In discussions with the Government and the ICWG
earlier this year, it was decided that the indicators
should be:

— Simple and easy to understand (no indexes).
— Limited in number (maximum of 10}
— Easy to measure on a routine basis.

— Quantitative, not “perception” indicators.

— Drawn from the 5 priority areas identified by
the ICWG: (1) taxation, (2) customs, (3)
infrastructure, (4) labor regulation and (5)
investment policy.

10 BASIC INDICATORS

Progress in high profile investment disputes.

Days to start a business.

Time to clear goods through customs.

Unofficial payments to expedite customs clearance.
Time & cost to obtain VAT refunds.

Time required to file monthly tax returns.

Labor; severance pay, labor disputes and absenteeism.

Senior management time spent dealing with local and
national regulations.

9. Infrastructure: quality of electricity, telephone and water
connections & time to get a connection.

10. Corruption: a) unofficial payments {o facilitate or
expedite government services, b) non-voluntary
donations, ¢) harassment inspections

©® N 0Db
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INFORMATION SOURCES

1. Survey of 600 medium and large
manufacturing firms in 5 greater metropolitan
areas: Medan, Jabotabek, Semarang,
Surabaya and Makassar.

» Distributed broadly across manufacturing sectors

2. Survey of notaries in 5 cities.
> For “days to start a business”

3. In-depth interviews with recently approved

foreign investment projects.
» For FDI approval time at BKPM

» The surveys were initiated by the World Bank,
organized and implemented by the LPEM-UI, and
funded by the Government of the Netherlands. Field
work was carried out from mid-April to early June.

Il. HIGHLIGHTS
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1. FDI Approval Time at the
Investment Coordinating Agency
(BKPM)

— |t takes on average 7 weeks for BKPM to approve a
foreign investment.

— This is much longer than the official time of just 2 weeks
(10 working days).

— The extra time is partly because BKPM only starts
counting when an application is accepted as “complete
and correct”

— Investors often need to check with a BKPM official to
determine what supporting documents and information
are required.

— On average, investor’s applications were rejected twice
prior to the final submission.

The shortest approval time was 5
days, the longest was 9 months.

This huge range reflects the
discretionary and nontransparent
nature of the approval process.
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2. Corruption at Customs

— Of respondents who had interactions with
Customs, 82% reported making informal
payments.

» 39% “occasionally” and 43% “frequently”

— Informal payments amounted to 2.3% of
import value. -

» Non-oil imports were $35 billion in 2004, so
informal revenue could be as much as $800
million (Rp 7 trillion)

> This supports a recent Transparency
International survey which found that
businesses view Customs as the most corrupt
public institution.

3. Customs clearance time

— It takes 6 days on average to clear import
shipments and 5 days to clear export
shipments.

— This is roughly similar to the findings from
the 2003 WB/ADB survey.

— Port clearance in other countries is just 1-3
days (JICA 2005)
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Port Clearance Times for Import Containers (days)

JICA August 2004 survey
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Source: Japan International Cooperation Agency, The study on trade related
systems and procedures in Indonesia, 2005

4. VAT REFUNDS

—57% of respondents report that they must
make informal payments and negotiate
with tax officials to obtain a VAT refund.

— |t takes 5 months on average 1o receive a
VAT refund, and the net amount refunded
is only 87% of the claim.

— Delayed refunds are a major impediment
for the business climate because they tie
up a huge amount of working capital.
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5. Time required to file monthly tax
returns:

—Businesses are required to file 7 different
types of tax return every month.

—On average they devote 45 man-days each
month to filing these returns.

—Many countries require only quarterly or
annual tax filing, not monthly filing.

Average Days Needed to Fill in Monthly Tax Document

PPN: Added Value Tax for consumers [N
PPh article 25

PPh article 22

PPh article 22 (prepaid

PPh article 4 clause 2

PPh ariicle 23/26

PPh articte 21/26 §

1
00 20 40 60 80 100

Total time: 45 man-days
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6. Two indicators of corruption
dropped sharply:

— Bribes to government officials as a share of
production cost dropped from 10.8% in a
2001 survey by LPEM to just 6.4% in the
current survey (but previous survey included
small firms and SMEs may pay as much as
3% more).

— Percent of senior management time spent
dealing with government officials dropped
from 12.8% in the 2001 survey to just 4.9% in
the current survey.

7. Harassment
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Fraquency of Visits by Government Officials to the Company in 2004

Custom |
Tax
Police/ Mlitary &=
Dept of Industry {Dinas Industr) SHEs:
Labor Office (Disnaker) E
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0 2 4 6 8 10 12 14
Visits per year
Average Days to Obtain New Connection ar
8. INFRASTRUCTURE Increase Copacity .
Time to Get a Connection | ..\ .o BB :
& Quality of Electricity,
Telephone and Water L
Connections Teepnone R
PLN Electricity (RS

Quality of Public Utilities: Frequency of
Problems Over the Past 6 Month
T T T
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TIME TO START A BUSINESS

Days to Establish and Register a Limited Liability Company

indonesia 151
Vietham
Philippines
China
Thailand

Malaysia

Singapore
-I)
Australia :|2

I
I
I
I
I
I
|
1
1
I
I
I
I
I
I
1
H
1
1
i
1
i
|
|
|
3
3

0 25 50 75 100 125 150 175
CALENDAR DAYS

Source: World Bank, Doing Business in 2005
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EXPLANATION

* 151 days measures the time to establish
and register a locally owned limited
liability company (“PT biasa”).

— It does not include the time to obtain
sectoral or local licenses (e.g., a mining
license, a nuisance permit or a building
permit).

— It does not include approval time for
foreign investments at BKPM.

HOW TO MEASURE?

1. “Expert Opinion”: The World Bank’s Doing
Business team contacted law firms in
Jakarta.

2. Newly registered PT companies:
unfortunately there is no list, or sample
frame, publicly available.

3. Survey of notaries: Most of the procedures
to establish and register a PT company
must be carried out through notaries.

So LPEM surveyed 50 notaries in 5 cities
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FINDINGS

1. Notaries report that it takes only 80
calendar days on average to establish and
register a PT company, much less than the
time reported by law firms.

2. 80 days is still much longer than other
regional economies.

3. This does not include the 7 weeks for
BKPM to approve a foreign investment

4. |t also does not include the time to obtain
local and sectoral licenses.

Days to Obtain Local Permits
{permits required of all factories)
T T T T T

. T
Environment Permil s
{various)

Building License (Izin s LT E T T
Mendirikan Bangunan) s - - - -
Lokasi)

Principle Permit {|zin e s DR
Prinsip}

Nuisance Permit (1zin (e s
ganguan/HO) R R

Work Safety Permits | EERameas

2 25
ODAYS

NOTE: Total time = 180 days, if permits obtained sequentially
Source: LPEM-U] Investment Climate Surveys, 2005
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SUMMARY AND POLICY

SUGGESTIONS

1. The FDI approval process at BKPM is slow,
discretionary and unnecessary.
» Foreign investment procedures could be
streamlined in the new investment law and its
implementing regulations.

2. Domestic investment procedures could be
streamlined through improvements in (1) the
1995 company law and (2) the 1982 business
registration law.

3. Inefficiency and corruption remain major
problems at Customs and the Tax Office.

4. Relative to the first years of regional
autonomy, the “squeeze” on businesses
through informal payments demanded by
local officials may be declining.

» But national authorities, such as customs
and tax, might not feel the same competitive
pressures to avoid “killing the golden
goose.”

5. The paperwork burden on businesses could
be simplified by moving from monthly to
quarterly tax reporting.
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2006 8 5

10

BKPM Promotion

2004
No.l 1967
No.6 1968
BKPM

2005 6

o JJC,

. KADIN
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2006 8 5

. IFC FIAS

No.l 1967 No.6 1968
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2006 8 5

9

[ ]

[ ]

e SME
e SME
10

UNCITRL-the United
Nations Commission on International Trade Law  New York Convention Washington Convention

11

12

13
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2005

8

5
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PROGRESS
of
"EE-%E NEW ENVES’EMEN‘E‘ LAW

Jakarta, 24 June 2005

Ministry of Trade
and
Coordinating Ministry for Economic Affairs

= The Government desires to create an
investment climate that is competitive
and attractive to investors while at the
same time supporting economic
growth, job creation, productivity .
improvements and poverty reduction

» The GOI recognizes a need to make
fundamental improvements in order to ;
achieve this obJectlve
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» Unified national law for all investments
» Adoption of market oriented principles
» Fqual treatment of all investors
* Protection against expropriation
» Free repatriation of capital
» Streamlined procedures (Registration)
» Negative list which is short & clear
- e Dispute resolution mechanisms
‘e Permits use of foreign expertise
*» Provides investment promotion & facilitation

December 2004 January 2005 . June 2?05
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" » Unifies Law No. 1 of 1967 on Foreign
investment and Law No. 6 of 1968 on
Domestic investment '

Updates the definitions of capital and
- other definitions, provides a unified
~umbrella for all capital investment

“Provisions stipulated in this law shall
apply to investors in all business sectors in
- the territory of the Republic of Indonesia.” -

5 .

Market Oriented Principles
" [(article 3 and article 17) -

= Removes Forced Divestment Period

= Implements move  away from a
highly controlled - Regime to
a highly responsive - - =
paradigm
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(article 6)

~ Equal Treatment of Investors

- " Government provides equal national

treatment to all investors, regardless of
their country of origin, who undertake
investment activity in Indonesia in
accordance with prevailing laws and
regulations.”

Allows for facilities provided by free
trade zones, common markets, monetary
association, or bilateral agreements

- which provide special rights in the

implementation of capital investment.

Protection against Expropriation
I {article 7) i

No Nationalization or Expropriation
unless in the interests of the nation

or the wider community.

If such action is taken, full market
value compensation will be paid

| swiftly
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Reatrlatlon of Calta
artlcie 8)

= Freedom to sell assets to parties of choice.

= Right to transfer in foreign currency
capital, profit, royalties, interest,
diVIdendS general funds, payments for |
expenses, loans, services, intellectual |
property, compensation, income

= Above only subject to reporting and the
right of the GOI to receive tax payments
and related obllgatlons .

Streamlmed Procedures
C (article 17) '
model instead of

Direct legalization & registration of PT

{Also allows for combining legalization & registration in future)

Direct filing of changes of PT

Direct licensing of PT by relevant§
authorized Technical Agencies :

, Annual reports to one agency

Facilities and License Registration
Assnstance can be requested as needed
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arhcle 1 1

- Government determines the business
. sectors/types of business which are:

closed to investment
open with restrictions for foreign investors

reserved for SME and cooperative business
enterprises

open to investment on condition of
Bartnership with SME - and cooperative
usiness enterprises

“"The business sectors as described
above shall be stipulated clearly and.
detatled ina Pres:dentlal Regu!ation"

ol

Dasute Resolutlon
(article 9}

-In the event that a dispute arises, the parties
may settle the dispute by way of negotiation,
mediation, and conciliation

- If arbitration is required, parties can resolve
-_ their differences through an International
- arbitration institution based on procedures
establlshed by the rooos et
i Gon, the ICC (Internatlonal
Chamber of Commerce) Rules and UNCITRAL
(

), New York Convention
g and Washmgton Conventlons
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 Use of Forei

(article 10)

Investors have the obligation to
give  priority to Indonesian
manpower

Investors can utilize foreign experts
for particular positions and skills in
accordance with prevailing laws and
“regulations . R

Provides for fiscal facilities being prepared as part
of tax reform

Shifts the paradigm by reorganizing the role and
function of investment Trelate institutions
according to good practice

Clarifies authority between national and sub-
national levels of government

Establishes investment institutions at the
provincial, district and city levels of government

Provides for coordination of promotion and policy
implementation between national and sub-
national leveis of gov't. ' '

14
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SIAP

20056 8 4
1. SIAP
2006 6 2
4 (3) Strategic Investment
Action Plan(SIAP)
SIAP
2. SIAP
SIAP
SIAP 2001 11 2004 12 16
5
4

JICA IJBIC JETRO
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SIAP

2005 8 4

3.

BKPM

2005
BKPM
BKPM BKPM
BKPM
BKPM JICA |05
BKPM JICA
BKPM BKPM
BKPM
BKPM
BKPM

BKPM
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5 2004-2009
2006 8 5

No.7 2005 Rencana Pembangunan Jangka
Menengah Nasional Tahun 2004-2009

1
1997
2003 GDP 19.7
1997 296
[ ]
[ ]
[ ]
[ ]
[ ]
2
17
3
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14

24

33

2004-2009 17
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PRESIDEN
REPUBLIK INDONESIA

PERATURAN PRESIDEN REPUBLIK INDONESIA
NOMOR 7 TAHUN 2005
TENTANG

RENCANA PEMBANGUNAN JANGKA MENENGAH NASIONAL

Menimbang :

Mengingat

TAHUN 2004 - 2009
DENGAN RAHMAT TUHAN YANG MAHA ESA

PRESIDEN REPUBLIK INDONESIA,

.l o

bahwa untuk melaksanakan ketentuan Pasal 19 ayat (1) Undang-~
Undang Nomor 25 Tahun 2004 tentang Sistem Perencanaan
Pembangunan Nasional, dipandang perlu menetapkan Perafuran
Presiden tentang Rencana Pembangunan Jangka Menengah
Nasional 2004 ~ 200}9;

SO UV A,

1. Pasal 4 ayat (1) Undang-Undang Dasar Negara Republik
Indonesia Tahun 1945;

2, Undang-~Undang Nomor 17 Tahun 2003 tentang Keuangan
Negara (Lembaran Negara Republik Indonesia Tahun 2003
Nomor 47, Tambahan Lembaran Negara Republik Indonesia
Nomor 4287);

3. Undang-Undang Nomor 25 Tahun 2004 tfentang Sistem
Perencanaan Pembangunan Nasional (Lembaran Negara
Republik Indonesia Tahun 2004 Nomor 104, Tambahan
Lembaran Negara Republik Indonesia Nomor 4421);

} R s at o R |

MEMUTUSKAN: ..,
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R R R

Menetapkan ;

PRESIDEN
REPUBLIK INDONESIA

-z .

e

MEMUTUSKAN ;

PERATURAN PRESIDEN TENTANG RENCANA PEMBANGUNAN
JANGKA MENENGAH NASIONAL TAHUN 2004 - 2009.

‘Pasal 1

Dalam Peraturan Presiden ini, yang dimaksud dengan:

1.

Rencana Pembangunan Jangka Menengah Nasional Tahun
2004-2009, yang selanjutnya disebut dengan RPJM Nasional,
adalah dokumen jperencanaan pembangunan nasional untuk
periode 5 (lima) tahun terhitung sejak tahun 2004 sampai
dengan tahun 2009.

Rencana Pembangunan Jangka Menengah Kementerian/
Lembaga Tahun 2004-2009, yang selanjuinya disebut Rencana
Strategis Kementerian/Lembaga, adalah dokumen perencanaan
Kementerian/Lembaga. untuk periode 5 (lima) tahun terhitung
sejak tahun 2004 sampai dengan tahun 2009.

- Rencana Pembangunan Jangka Menengah Daerah Tahun

2004-2009, yang selanjutnya disebut RPJM Dacrah, adalah
dokumen perencanaan pembangunan daerah untuk periode 5
(lima) tahun terhitung sejak tahun 2004 sampai dengan tahun
2009. .

- Menteri adalah Menteri Negara Perencanaan Pembangunan

Nasional/Kepala Badan Perencanaan Pembangunan Nasional,

Pasal 2 ...
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PRESIDEN
REPUBLIK INDONESIA

Pasal 2

(1) RPIM Nasmnal merupakan penjabaran dari visi, misi dan
program Pres1den hasil Pemilihan Umum yang dilaksanakan
secara langsung pada tahun 2004, .

(2) RPJM Nasional sebagaimana dimaksud pada ayat (1) menjadi
pedoman bagi :

a. Kementerian/Lembaga dalam menyusun Rencana Strategis
Kementerian/Lembaga; ™

b. Pemerintah Dacrah dalam menyusun RPJM Daerah; dan

¢. Pemerintah dalam menyusun Rencana Kerja Pemerintah.

!, e m e e e
Pasal 3

Kementerian/Lembaga dan Pemerintah Daerah melaksanakan
program dalam RPJM Nasional yang dituangkan dalam Rencana
Strategis Kementerian/Lembaga dan RPJM Daerah,

; [ I TN

1 Pasal 4

Kementerian/Lembaéa dan Pemerintah Daerah dapat melakukan
konsultasi dan koordmam dengan Menteri dalam menyusun
Rencana Strategis Kementenan/ I.embaga dan RFJM Daerah.

Pasal 5 ...
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Pasal 5

-~

Menteri melakukan pemantauan terhadap pelaks'anaan RPIM
Nasional yang dituangkdii ke dalam Rencana Strategis
Kementerian/Lembaga dan RFJM Daerah.

I T SRR T UL 1YW
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Pasal 6

RPJM Nasional adalah sebagaimana fercantum dalam Lampiran
Peraturan Presiden ini dan merupakan satu kesatuan dan bagian
yang tidak terpisahkan dari Peraturan Presiden ini.

Pasal 7

Peraturan Presiden ihi mulai berlaku pada tanggal ditetapkan.

Agar ...
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Agar sefiap orang mengetahuinya, memerintahkan pengundangan
Peraturan Presiden ini dengan penempatannya dalam Lembaran
Megara Repubhk Indonesia.

Ditetapkan di Jakarta
\ . pada tanggal 19 Januari 2005
PRESIDEN REPUBLIK INDONESIA,

itd.
Dr. H. SUSILO BAMBANG YUDHOYONO

Diundangkan di Jakarta
pada tanggal 19 Januari 2005

MENTERI HUKUM DAN HAK ASASI MANUSIA,

ttd.
Dr, HAMID AWALUDIN
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LEMBARAN NEGARA REPUBLIK INDONESIA TAHUN 2005 NOMOR 11

Salinan sesuai déngan aslinya
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