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vido herewith ten (10) copier of a report on The Economic
 

Structure and Problems of the Indonesian Textile Industr y
 
with Recommundntlions for Policy and imlementationo In addi
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governmental aCenuios such as Internationsl Monota y Fund 
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This is a companion report to one to be provided by
 
the textile consulting firm of Kurt Salmon Associates.
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ly valued the op: 'e t&.ity to present a part of my findings 

and recommendations to the Country Meeting at the American 
Embassy and tb the Lop policy meeting at BAPPENAS. 

The report could not have been prepared without the on
courogement and assistance of my wife, Alice P. Doyle, who 

traveled with me and typed the final draft of the report. 

Any errors of fact or interpretation are my responsibility. 
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S C 0 P E 0 F ASS IGN TIEN T 

Thu wov1: to be prfornud under this Persoial Servlcoes Con
tract was proposed by the Contractor' to thn Foreign Investment 
and Industry Officar of th U.S. A..Do Nission to Indoueni:tn 
The subsequent exfpa nsion of the work to include the asno ttion 

of 	 the con nu 1 tin:' firm of hu't S.lmon Assoc iatesa Una al.o pro

posed by the Contract;or. The fur thor expnnslon of the work to 

include the P.Lo 4.80 cotton noreceaanU negotia tions was requa ted 

by 	Mr. Stokes W. Tolbert, Director of the U.S. A.I.D. Mission to 

Indonesia.
 

_Cl:i o 1 41'11 : lu i t 

The orglo1l an Ignm:ont Is statcd in Article I: of Personal Ser
vices Contract No. AlnD-)-2i doated December 2, "9t7 an follows: 

ARTIC!i, : - S;:gI VOCiS; TO BE PKR FO-.D 

A. 	]purinon:e and ObccL._Jv e 

UoS. Ao!.D./Aja:o't, desir en the nev:I'ceo of the Con
tractor to advl:.(: and lssist the Cooperating (-overnment, 
thr ough its M:inis.try of Tc:.:t and 1landierofts, ud 
U.S. A.I../Djlrtn I n mnkin an economic and munaL 
ment anlysis of' the present position and future prob
lores a nd requ.irem n ts of the Indonesia n Tcxil Indus
try. 

B. 	 Duties, Report nod Poriod of Scrvlce a 

l. 	Dut ie n 

Commencing Decermer 2, 1967, the Contractor, who will. 
have provldcd transportation at his own expensc to 
Indonesia and who will prov:ide transportation at h: 
own expen e from ]ndoneola at the conclusion of this 
contract, will enter into perforiinc,. of the services 
required herein. In performlng the above stated ob
jective, the Contractor shall: 

Scope of Worlk 

In cooperation with $he Ministry of TextJles cnd 
Handicrafts, the Contractor will mnke an economic 
and manageennt anelysi of the present position end 
future problems and recqulrermnts of the indoneolon 
textile industry. The Industry ho three parts: 
power sector, handloom sector, and batik sector. 
The major empha li.s will be on the power mucinie sec
tor, which Is lmont entirely located In Juvn , the 
heaviest concentr'tion being in West Java, followed 
by 	 Central Oava and East Java° 

a. 	The main effort wil.. be to determine the locotion 
and naLure cof the mijor bott.enecks to full cnpaci-. 
ty produc tons Thisa will involve dcfini1ng full ca
pacIy in terms of product mix or input, analyzing 
percentage nd nature of capa ci ty not prsent.y us
able becauoe c'{ racchynical or ,dic,:ns, sncurJng pen.
oral rbiElemnt estima tes of zcquiromnrnts to reento'e 
full capaci Qy , ape ]e Inv tory and countrnyparto en 

source for full openr.tI on0
 

http:openr.tI
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b . Analysis of r equ:rcments for raw materi.al and oper
ating supplies. 

c. 	 Annlys is of financi.al rcqu1ram'nt,, divided into 
foreig',n exch.nge and local currency. WiJl expect 
to secure recent finnc:i.u l and cast sa tements. 
These wi.ll be in Indonas ian, and the Contractoi' 
will tr, n:.lato in to Eng]lis h and pro pare nunmar ica 
and analysis for A.ToDo and the Cooperating Govern
ment.
 

d. 	 Analysis of labor problems as they may affect rate
 
of utilization, p;rticlar ly second and third shift
 
opera tion.
 

e, 	 Analysis of mnnegemans resources. This will involve 
I 	securing orgenizrtion charts for present operation, 

any revisions required for expansion, and data on 
availability of additional personnel. 

f. 	 Analysis of transport problems and warehouse prob
lo m ., 

g. 	 Analysis of mnrkcl ting problems. This will be a 
critical feature of the work in tormnsof central 
governmeot policy. The industry for at least ton 
years has operated in a seller's m rknt and the 
bottlenecks vc bcen raw mautrda] and spare parts. 
Now with the free economy and tho apoenranco of 
larger amounts of foreign exchnnge than apparently 
were considevod possible, the markot is full of 
imported textl cs in both yard pood and clothing 
form. An offort will be made to determine hoc. 
"full" the mrkut real.y is, the prices being chrg
ed and their re].a tion to the domestic production 
costs; the kinds of imported cloth in relation to 
the domestic capacity, etc. 

For the handicraft sectors the Contructor will do 
as much of the folcowing aL time and informNtion 
pormlt: 

m. Hand)oo:i Visit th; major "-enters on Java and so
cur i -nimr,'.iotion0 about the me chanical condition of 
equipmant, supply of wovers, and hence of yarn re
quirements. Data on recent production, financial 
problems, and present inventory position. Main 
thrust will be an marketing problems of major sec
tions (gEcocrphiclal) with a view to dcveloping al
ternat:ives for governmunt policy concerning protec
tion or subsidy. 

b. 	 Batik. This indu- try is perh-ps met Important in 
Contra 1 Java, than in West Java and loss so in East 
Java. There Is a ]lrge cooperative in Central Java 
in Jogjaknrtao. Thin cooperative spins yarn and 
weaves the cambri c from .hichn batik is nade. The 
spinning and ;;caving plant will be covered in the 
power mai chinery study, but itn marketirng proble s 
depend on thes batik industry. Will compare costs 
and prices of various grades of batik with import 
substitutes and secure osa;imates of percent distri
bution of ou tput by machine and hand ms-thod a (both 
handicraft), and by price/quality classes, low, 
medium, hgh 

http:nimr,'.io
http:financi.al
http:materi.al
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2. 	 Report 

a. 	Contractor shall prepar e and submit in writ:ing (in 
the Envl';i.h l.n, unpa c) a final, repor t in a0:: copies 
to U.S. A.I.D,./jal.' .ta,and two copies will be sont 
for the atteniticn of EL/IND/A'D/,. 

b. 	The report hn d othei data she)). become the property 
of A.&o and ,ro no-t to be p'ubished by the Contrac
tor,, citlicr in who.e or in part, (w divulpcd to uny 
per son out:de th, Coc,-i'irtiina; Govcrnmnt or A.:roD. 
without the ;.ri.t t-n comnt oi ,.7.o The finr L re
port shAI ubi tLed, if pon:iibi., before :Icavingi 
the Coopurbtina CounLry, but in noCevent later than 
thirty (30) Hy' aIftr his deprtur ,,tei.refrom. 

c. In the event; of tcrnlnntion of this contract unler 
the provis:ons of Ar ticle; V, P ranraph B, the Con

tractor slhll, with:n thirty (30) days afi.sr such 
termination, prpbrc; and submit a fin:nl report as 
specified above based on the data acquired and sor
vices parforimod as of the time of such termination. 

3. 	Period of Service 

The period of service of the Contractor hereunder, 
subject to the contingency of earlier torminaticn of 
the contract as provided under Article IV, Para;raph 
B, shall be for a period not to cxcoed six (6) weeks. 
The exact days of service of the ConitracLor s;hall be 
agrceQ to In advancc betucn the Contractor and Lou 

Pvute Invcestnent and Industry Officer of U.S. A.I.D. 
/jaka rtao 

First Exap/nsion of A,'2s.ippy'.:;nt
 

At 	 the end of the n til survey of the textile industry in 

West Jove the writer and the Private investment and Industry 

Officer of U.S. A.I.D./Djbkarta agreed that U.S. A.I.D./ 

Washington should contract with the textile consulting firm of 

Kurt Salmon and Associates of Atlanta, Georgia for the servi

cos of two textile consultants for a period of four weeks in
 

Indonesia. The follouing is my understanding of the r elation 

between the work of the KSA team and myself, based on a draft
 

provided by the Private "investmentand Industry Officer of U.S. 

A.I.D./Dja kbr ta. 

Score of Technical Service (by Kurt Salmon Assaciates) 

In association with Dr . Leonard A. Doyle and In coopcra
tion with the Miinistry of Textiles and Eandicrafts the
 

Contractor Representatives w!:11 make a technical analy
sis of the pr;oscnt pos ition and Put atc prob lens and re

quirements of the indoncs ian textie Industry, The in
dustry has threc parts: power machine sector, hnndloom 
sector, and batik sector. The major emphasis will be on 

the power machine sector, which is a lmost entirely located 
in Java, the hevieat concntration being,, in West Java, 

followed by Central Java and East Java. 
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I1 The main effort w i1:.1, be to dto raino the location andnature of themi, jor b o, L. nccl to full. c , pro

duc t ion. TI-d. iVoI Js .1 C n u ca:a c .ty in'- : 
tei' n:a of i Oruc 2ctl oir inuti l a " .p(,,vcunto c 
eild n tur. o cf i ,,"nlot - , )bJ u'-', bUC ofU use 
mochanc hi c.'o. sglr1,-nt ninm"ecio' .2-
t.l.Z ton of' x c o.!.(i.r,c 1j to "c' lt .1 *I c ",pac:t , spl.,ro
parts inventory and coun tpy ource lore full, opora U on. 

2. 	 Analysais of r oqo i.lcin for raw i atcritjl ad operat
ing supplies. 

3. 	Analys is of 1imber1ro,almc;s as theay may iffect rito of
utilization, partioulorly becond and third shift oper
ci ticyO. 

4. Analysis of transport problems and warohoune p'oblolSo 

In conduct of this survc.y. th(; contructor representttivcs wi].l, 
in association with Dr. Doyleu 

1. 	 Inspect ,spAnninL; r-Jcmills!td and advise concerning
best q, 1j t,1, yarn cotton is uned andM:IX if"f 1. L. 1180 
poaslbili tics of Siixin< fiber improve qualistaple to 
ty . Prosent ou Lipu t i'; no or ly a 13. 20so 

2. 	 AdvI ;c on steps needod to jet rem aning 12,500 Spie
in opera tion Jn a new 30,000 spindlo plant of English 
orit .'n. 

3. Adviso on possible quality nix of best existing large 
weaving mills of approxima tcly 200 looms. 

4. 	 Advise on prob>.m:, of consolidat.lnf, slia2. weaving
plants of 50-100 "oom into larger units. 

5o 	Advise on technical problcms of finishing eqa ipmnt
required in rel.aion to finding's re, ardJng 

q 
1 to 4. 

The contrctoro repfrescnt Ativos will bo acconoanicd by Dr.

Doyle end ropresonts ivc of i."inistry of'2oxtilos ani landi-
craft,,, who will inteiret wlben necessary,
 

The textile indu.try "-,s ovcu' 90,' of its ,,l-ints in Jav, of
 
which :'pprCox,-';atJyin Java ccn;crod in the Ban)O(55e .'t 

dun t, 30' rn Contra. a in thrcc :n cente's, 20"
in 	I.,East Javai azi.d Sr bcaj, .-in 	 -ou,: Th6 coCntraoc tor lrosen,30 
retieVs will spend one -.lock -it, Dr . Doyle in erch of these
 
goL'rphi 
 areas Uf JAVa° After the first survey, the con
tractors reprecnt-,ive; probaby will.ant to separa:tc and
 
work on most impol tent p:obJ.enm which were disclosed by first
 
stir v 05. 

A trip to be ar:ade to Surntmtra to review the problems there, as 

ti1 pcIlTJit3. 

Subsequent to the decision to secure the services of Kurt Sal
mon and As.oc.,ates, the writer was as,:o by !'. Stok.e Tolbert, 
Director of U.S. A.I.D. N.ia';i n to lndonesia , to sit in on the 
first negotia tin' session for the I "C8 P.L. 1480 cotton agree
mont. Tiiis was followed by work with Yr . Carl ',ni.terg, Acting 
Agricultural. Attache, U.S. Embassy, Djakarta, with respect to 
determining the approx i ma te a meUnt of cotton which tI(, sp trill 



mills in Indonesia might use in 1968, and for suggestions con

cerning procedures under the agreement which would enable the 

cotton to make the maximum contribution to the 1.968 sta biliza

tion fforts of the Government of Indonesia. 

Tho writer and Mr Tolber t agreed or ally tiht the (,dditJonal 

work would require an extension of the contrect° The pressure 

of time and the course of oconoiic and political events in Irn

donesiu wore such that a specific amendment to the contract was 

not discussed until just prior to the dopyture of thc writer 

from Indonesla on Fobruury 2. On February 2 the writer ini

tialcd a proposd d iaft amendment contain:ing, among others, the 

following provisions concerning the time and scope of work: 

NOW, THiEfREWOiE, the parties mutually agree the t said con
tract shall be and :it hereby is amunded aa follows: 

1o Basic Contract, Article I
 

B.3. 

PIERIOD OF SERVIC ao amended, is effective as of Decen
ber 2, 1967 and shall continue through 31 January 1968, 
to provide for time to prepare a balanced, comprehensive 
report with findingis, conclusions and recormmondations 
which will be of mnl:imu 'A uti:Lity to A.TDY and the Gov
ernment of Indonesiao Ti.s extension will permit Con
tractor to attond mei.nsiLn[', conferences, seminars and 
hold discussions with responsible Government of Indone-
sia Ministrics, trade onsoc ,t:ions, and visit textle 
and hond:ieraft facilities inc'dent to making an overall 
survey to determine the locat ion and nature of the ma
jor bottlenccks to full capacity production. The cxten
sion w:13 a.so permit Contractor to a ttend negoti atiq! 
sessions betwcen tho Government of Indonesia and A..D. 
concernin, Public Law 480 agre:ements as the basis for 
making specific recom,,,nd,ations to A,.I.1). on how P.L 
480 productas, p rticularly cotton can most effect .vu.ly 
be used in rehabilitating or expanding the textile in
dustry and to mn:,c reco:mnendations with respect to 
what terms and conditions should b e included in P.L. 
N18O Agreements to provide A.i.D. with sufficient con
tinuing information to ensure effective utilization of 
P .L. i.80 coinodities. 

2. Article i, B.2. 

REPORT is hereby amended as follcws: 

(a) After arrival of Contractor in Cooperating Country, 
it was mutually agreed that Contractor would submit 
three (3) Interim Reports on roe.ts of his investiga
tions of various aspects of the textile and rclatd 
handicraft industrieo These reports were required for 
use by USAID far use in ncgotiatJons with Cooperating 
Country repre sontaLives concerning possible imports of 
Public Law 480 com;odities from the United Staten. 
The inter im reports er.:er also required for day-to-day 
use by USAID in plnnning of proposed courses of aetion 
with respect to the to::tLJ].c industry in cooperating 
country. Tiawn, with respect to submi sion of the in
terim reports :o as format be bync w03 to usod Contrac
tor in their preprution wJ]. be as mutually agreed to 
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boteon ContLractor and USAID. 

(b) Contractor shle] prlepayc and submit in 'iting (in 
the Eng]ish ].nm;u<;c ) a final report in ton (10) coies 
to USAI]/DicUar flu, Thu BRaart shou.d r flect the find-
ings, conclusions innd s;pecific re coma,.cnda ionn of Con
t!vaocto wi th respect to each of the items undo Ar ticle 

Duties, Report indPeri od of Scrv icc in Basic Contract 
i'or h d -a uanri.-ca hand: crafts. Thet h -no a I a a-run 
recommenrudat Uonn shou.d b e sot for th in a manner whi ch 
will roflect relative prioritics for various actions 
which must bo tokon to improve the industriers being 
roportod on.
 



I T I N E 1 A.R I E M E E T I NG.S A. N D C O N-


F 1'; 1 ], N C E S
 

The invCtgation included thtu fo.l]owling:
 
1 . Two ser ies of tcxtJ. plant visits° The first was mado
 

prior to the arrival of thu KSA toam, and rcquired approx

iiil to.Jy ten dti yu in Dj olarto, Bndung and the vicinity of
 

Bandung , and Don Puwmr, Bali. The itinerary for this trip 
comprises Appendix A-1. The second vas made in company 

with the KSA toom and coverod Djakairta, Bandung ar d the 

area around Bandung, Central Java, and East Java. The 

first few days wore spent with both members of thu KSA tomra 

and after -thit tho work wos divided so that the KSA men con

contrated on tochnico] plaint problems ond I conforred with 

general mnanagrment nod secured cost and finoncial dotao 1P'ost 

of the evoningg on the field trips wore spent w3th goveLn

ment offcIals and private .Industry executives in discussion3 

ranging over a wide variety of economic, political, finoncial 

and mnnagement prol.ems of the textile induatryo The itin

orary of the second field trip comprisco Appendix A-2 of 

this roport. 

2. 	 Conferences with representatives of the Ministry of Textiles
 
and Handicrafts of the Government of Indonesia, including
 

the Minister, Jr. Sonusi; the Director General, Ir, Safioen; 

Drs. I. Sumedi Wiegnjosumarto, Director of Production; Bever
al 	section heads of the Directorate General; and the Chief 

Inspectors of Industry of the provinces of West Java, Can.

tral Java, East Java, and Bali. 

3. 	 Conferences with officiols of the Institute of Textile Tech
nology at Bandung, including the Director, Major Genera. Sur

josurjarso; Wibowo Moardoko, Director of Rescarch and Dovol

opmont; and R . Soemorlan, Director of Administration. 

I. 	 Conferences with representa tives of the Textile Manufacturer si 
Association, including K. Kridohrsojo, Chairman; J. C. 

Tambunon, First Vice-Chairman; and Mr . Engkun Widjajs, mem
ber and owner of the private spinning-weaving enterprise, 

P.T. Wismn Oesaha in Bandung. I also met with representa

tives o" the Textile Manufcturers. Association end repro

sentatives of' the Ministry of Textijes ut a meeting in Djo-' 

karts chaired by Ir . Safiocn. 

5. 	 Secured documents and fiNancia], staturnionts (mostly in Indon

esion) from the Ministry of Textiles, the Texti.e Manufac.

turers' Associati.n, Institute of Textile Technology, and 



virtually all central government, provincial govornment 
and government/privato enterprises visited. The documents 
secured and analyzed fill a very largo briefcase.
 

6, Conferred :ith Dr Wi djojo N. tis3Ltro, Cha irman of the Nu
tional DcvCoprient Plonninn Body; Dr. Em.il Sali:m, Deputy 

Chairman of the National Dcv.elopmen t Pl.nnning Body for In-. 
dustry and Infrastructure; D' Mohammed Sudl:ti, Chairman of 
the Foreon InvestmentI; Tear, 

7. Attended the first negotiating meeting for the 19S8 PoLo 
480 cotton agreement mnd subsequently conferred several 
times with Mr. Curl Vinberg, temporary Agr'icul.tural Depart
ment roprescnto tivu in Djokr to , and in company with Mr. 
Winberg met with ropr'esptativen of the Ministry of Textiles 
and Handicrafts to develop dota on 1968 cotton requirementsi 
and 1967 cotton usage and imports. 

8. In company with Msar s. 0. L. Turbyfill and Al B bs of 
Kurt Salmon and Associates I discussed our chief findings 
and r ecommcnduations at a 2?0-hour Country be t ng at the 
American Embassy in Djakarta on Wednesday, January 31, 1968, 
and at a 4-hour moc ting in the conference room of the Na
tionln Dovololment Pl.urn:Ing Body in Djakarto on Thuvsday, 
February 1, 1968. The latter meeting was attended by snout 
twenty officials of the Government of Indonesia, reprenentu
tives of the World Bank and Internationol1.1onetory Fund, and 
advisors to the Government of Indonosia from the Netherlands 
group of Professor Tinborgen and. the Harvard Development Ad-
visory Services 

9° I conferred constantly with the KSA representatives on the 
field trips, in Djakartt, and in Hong KonE where we reached 
a fina., decision on the general coverage of our reports. I 
had copiea made of documents joint.y required and translated
 

the Indonesian where necessary.
 
10. I mat twice with General Msshudi, Governor of West Java where 

over half of the textile industry of Indonesia is located. I 
first met Governor Nashudi in 1959, and renewed my acquaint
ance in 1960. This time I paid a courtesy call the first 
day I was in Bondung and had dinner with him and his family
 
the night before leaving Bandung on my first trip. 
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S T 11 U C T U R E, L0 C A. T I 0 N A N D 0 V N E R

sI 11 P A T T E R N 0 F T H1E 1 N 1) 0 N E S I A N 

TE XTI LE I N D U S T _LY 

Introduction 

The textile industry in Indonceslaian divided into two groups: 

machine and hundicraft. The handicraft group consists of 

hand] om w nvlg and beatik making. The handlooms use both 

domestic and imported yarn. The bulk of the yar n used is cot

ton, but rayon and silk ace used also, as is silver and gold 

thread. The batik industry dyea cotton cambric cloth by cov

oriap poi to of the cloth with wax to secure two or more colors 

by hand dippingo The unique feature of batik is that the pau

tern is the same on both sides of the cloth. Batik cloth is 

used for several purposes, but the largest amount is for the 

traditional long skirt of Indonesian women and, in certain 

areas, for men. The woman'sa skirt is calle6 Whcain pandjang' 

or long cloth. It In usually one mter'wide and 21-meters 

long and is wrapped around the body. The batik indus try is 

p 'otected by the prohibition of importo of machine printed 

batik patterns. There are e t least three main kinds of hand

loomed cloth, worn chiefly by men: a vertical stripe called 

"luri]k" which is made into a long jacket and worn chiefly by 

Javancso men; a plaid pattern called "sarung plengkat"; and a 

multi-colored floral, or geometric, design. The sarung for men 

21made on handlooms is about inchee wide, and two of these 

are sewn together lengthwise and the ends joined to formi a 

circle a little over two meters in circunrerence. A piece 

long enough for a sarung is the basis for payment to the 

weaver. 

plaid sarung material is made both on handlooms and machine 

looms, and the domostic industry is protected by total pro

hibition of imports of the traditional patterns. Each re

glen in which sarungs are worn appears to have certain color 

combina tions or designs which ore popular. The machine prod

ucts usually are trademarked and designated according to qunl.

ity, of which there arc three grades. In general, the quality 

grades depend on the size of yarn, but the difference between 

second and third grade appears to be chiefly in the quality of 

the weaving and finishing and not in the yarn. It aplecrs that 

the larger and better-managed handloom establishments also use 

trademarks or 1tjnpsI 
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The Mech:ncal Loom Sector 

The machine sector of the textile industry consists of four 

major procasnes: spinning, weavng, fins:hing, and Hni tting. 

Finishing includes bleach ing, dyeing, hand screen printing, 

au toma tic machine screen pr inrting8 , and roller prin ting. It is 

rare for a single enterprise to have on integrated operation. 

Most of the won;v.ilg units are small by convaiuionl . indus try 

standards. M.ost of the spinning mills aro now, mWeorn and 

consist of 30,000 spindles. One mill, Tjil'tjup in Central. 

Java, consists of two units of 30,000 spind.es each, the first 

starting production in 1.956 and the second in 19641 (I am not 

certain of the dates). There are five cotton spinning mills 

which also do weaving, and one small rayon mill which spins 

and weaves. 

The weaving plants are mostly private enterprises, but the 

largest ones are undor some form of government ownership/mon-

agement. One largo and modern integrated spinning/weaving/ 

bleaching plant in owned by the Batik Producers! Cooperative, 

and one of the now 30,000 spindle spinning mills is privately 

owned and has weaving facilities which, as I understand it, 

take a relatively small proportion of the yarn. Most of the 

weaving enterprises, whether largo or small, use looms that 

are quite old, some going back to the nineteen-thirties o If 

weaving m:il1l does its own finishing, it is usually only 

oleaching and dyeing. The yarn for plaid sarungs and flarol 

or geometric patterns is dyed oforc weaving (for both hand

looms and machine looms); other fabrics are dyed after weav

ing or sold to the final consumer as greygoods. Some of the 

small weavers sell groygoods to the few finishing niias, prac

"icaly all of which are small and relatively inefficiOnt. 

Prlor to independence, there were no separate finishing mi'ls. 

The lend in establishing finishing facilities was taken by 

The Central Government in, I understand, 1954k. It built five 

finishing plants called "Induks." This word may be transla

ted roughly as "mother hen" becauve they were to be an examplc 

for others to follow. The induks now, to the best of my knowl

edge, are owned and operated by the provincial governments. 

None of the induks, to my knowledge, does either automatic 

screen printing or roiler printing, bu, some do hand screen 

printing, chiefly camouflage cloth and insignia for the mill

tory. 

I understand there are now at least three roller printing op

erations, and at least one of those also has an outomatic 

screen printing machine. A few plants have automatic screen 

http:spind.es


printing oquipment but not rolla:r printing. In order to do 

either automatic screen pc.intini' or ro.I.Jer printing it is al

moot universal prbccticC to uoe liported cloth. The beat do

,m0stic cloth a ppear to be too poor in quality and mat be 

secured from too many KiMia to produce the qulci, ty of printed 

cloth required to compete w.ith impor ted prints. The KSA re

iort will deal with the teileal proble of thi; oporationo 
.ic encountered only one roller pcinting operation in Jova which 

is integrated with a wcav ing p]Ant, and it apparently pr ints 

little or none of Ito own cloth. 

2he inachine knitting industry consists almost entirely of small 
.nits with single-stitch lra chnce which use chiefly domcstic 

cotton yarn of 20S count to produce singlots and T-shirts, of
va.n of a somewhat drab appcarance. The knitwear in quite sor

v iceable, but with the recent large i ports from Japan and 

":.ong Kon the domestic product apparently is not selling wex.K 
In large ur ban areas. On7 irm in Djahrta has tricot equip

.. nt and is a very well-manged concern. A major fabric in 

.he Indonesian marke-t is a tricot used in moeking the tradi

•ional 	 woman's blouse called a "kebajo". This blouse :is worn
 

ith the long batik skirt or sorungo For reasons unknown to
 

3., the coml)ination of a handicraft batik and an imported
 
S]ouse material is traditional among uppear-cAss woman, partic

ularly in Java. A kebeja may also be made from printed matozi

;i, again usually Imported Virtually all the knitting mI.D

:nve a garmemnt department in which the knitted "atrial. is cuot 

.. d sown into undershirts and T-shirts or spcrtshirts. Somc 

K the better-managed enterprises also produce other roady.-to

.oar garments from knitted acrap or new meterial. It is my im

presnion that at present there is substantial unused mchine 
:pacity and recsonably skilled oporators for ready-to-wear 

rr ments, both at the knitting factoriese and in small garment 
2actories. A few of the knitting units are combined with wetv

* .g, but most are separate ostablishments. 

.. the for ego ng description suggests, the Indonesian textile 

.. dustry is a mixture of modern 1crge-sca.e plants and small

scale plants, and the domJnant pattern is not one of the inte

gration of two or more proccess Let us now reduce the qual

itative data to quantitative form before proceoding further. 

Quan:.tativq Picture of the Indonesian Textile Industry
 
,e statistics now available concerning the number, size and
 

castion of the textile enterprise in Indonesia are based on 
':.e licensing system. It is now realized in Indonesia that 
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those statistics do not provide the best possible data and a 
now approach is being uoed.
 
For reascons associated with colon:il policy, 
 The Dutch looked 
on Indonesin a a profi tr ble mrh:ot for the tcxtile industry 
centered in thnu Twonto region of the ho her:la do. it was not 
until the groat depression of the nineo teen-,hir tite: that an
 
.effort was made to explInd end to improve 
 the handloom industry 
of Indonesia and to d evelop a machine textil.i industry. The 
dovice for developing or reviving the handloom indu.3try was
 
the estobliahment of n t oxtile institute in 
 Bandung, West Jove. 
Perhaps the most important contribution of the institute waus 
to dovelop an improved handloom which could be Made for very 
little money and entirely from domestic material. This lovm 
is still in use throughout Indonesia. It is very simple and 
efficient, and a new one today is reported to cost between
 
Rp. 500 and Rp. 
 1,000. The handloom industry currently is no 
del'eased, particularly in West Java, that a second-hand loomn 
in working or der can be bought for Rp. 100 or less. The ma
chine industry wcs for the Dutch primarily and riot for the l a
donosinnso As was the cose in other largo-sca.e manufneturing, 
the Chinuse iA the Nethor Tnds Indies also adotinto icxtilo
 
annufactur :ingo
 

For ro'..ons not prticulNrly relevant to the present, the Nu
therlands Indies Government controlled the development of the
 
textile industry (and others) by a licensing system. Under 
this system an enterprise cou.d not operate until. it; secured 
a license for each critical. unit of equipment. This system 
was token over intact by the Inaonesiun Government after in
sependenceo 
 Where the Dutch used the system to promote their 
conception of orderly industrial development, the Indonesians 
used the l.icensing system to promote their conception of order
ly industrial development. For the Indonesian government the 
objective has been 
to limit, as far as possible, new textile
 
enterprises 
to Indonesian nationals. This led to one of the
 
.major features of th industry, Indonesian "fronts" for Chinese 
capitol. It is probably fair to say that gettinS a license was 
a combination of po]iticol affiliation and political entrepren
eurship. The li cense on 
occasion had great economic value. In
 
technical economic terms, it 
 was worth the discounted present 
olue of anticipated profi.,s. 

t is my underslanding thav the license must remain in the 
of the person or enterpriso.ome "o whom it woa first issued. 

This produces the curious rcsult that the. license holder can
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null. the ph sl,:; equipme nt but not the liconse, and that an 

actual unterpi so may use uquipmont orie'llmlly lieonsed by two 

or More pernons or fir n: Al pr esent official sta tistics on 

tho capaclty of the Luxti]] Inour try arc In trms of licensed 

uini ts. There may actual).y be fewer enter pr:1:3ec in oxistence 

than the number of liconseOs, and the number of uni. t' of oquJp

ment may be .cas than the to tal; number licenrnedo In effect, 

the licensed capacity .sa perpetually expanding niunher with 

no provision for scrapp.ng or obsolcaconse , and does not rc

ognize the actual number of enterpri ses or their managerial1 

structure. The licensing system was the bWsiSn fur the al]oca.-. 

tion of raw m,.terJa]1 under the 3 i dod economy of the Sukarno 

regime, and is now in large part the basin for estimating yarn 

requirements for weaving und knit:.ng. 
Tfable I shows the licensed spinni nE' equipment in Indonesia at 

the end of 1966 by area and type of ownership. The uppir half 

of Table 1 was prepared from data supplied by the I)rectorate 

aenera of the Textile Ministry, the lower half won computao 

.y the wi tar. Table 2 was propured fromdts suppli ed by tihe 

Directorate General and the low r half was computed by the , i

nor. All of the enterprises of Table 2 are considered by i.., 

Directorate Genera. to bc Irilto ent rprisono This nn .:. 

owned h thec Contryal Gover usint. As will be pon ted out lb,, .. 

the provinci . governments own and operate several 2arge ma.is 

and sorc smal mil.ls, and the large batik cooporeative owns o.. 

arge 3ntegrated spinning/w aving/bleaching mill and, apparent

ly, two small weaving mils.i 

The impo: tnt facts to note from Tables I and 2 appear to me 

to be the following:
 

1. The spinning sector consists chiefly of large units 

and the other mach ine sectors of small units. 

2. The textile industry is concentrated almost entirely 

on the island of Java. 

3. The proportion of spinning capacity in any one prov

ince is different from-he proportion of weaving or
 

knitting capacity in the same province.
 

Tables I and 2 do not bring out an important feature of the 

industry, the relation between the domestic capacity to pro

dWce yarn and the domestic capacity to process yarn, I shall 

dOb. ,1uh this imbalance in detail in a subsequent section, 

but f. the present I shall simply assert that the spinnnng 

capacity at the end of 1967 lss.es,was substantol3 than the
 

capacity toprocess yarn a t the end of 1967.
 

http:knit:.ng
http:scrapp.ng
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Table 1 does not provide a completely satisfactory picture of 

the spinning cupacLby at the end of 1967, both because new 

mills come into produ ajon Wii 1c)'ates the ownerahip structure 

in not made c.ear. Tb)c 3 shiuowL the sinning capacibty at the 

end of 1967, and a]s o Inicstusi the spJin:;rig Wl)s under con-

atruction but not operating; In addition, 'W'bOe 3 brings out 

a very importan,t fctor for fut'ure policy conpidoe ,tions., the 

number of sl ndlyn not av, i ) ; use .n ci sfor ' il no! 

op0rt CoLtu, 2 of cable 3 In13based on figures supplied 

by the Dir ec Lcr, to Gen is. of the Tox tile Industry and appears 

to be inaccurtoe Column 3 of Ta ble 3 sA=IWs the number of 

spindles oper uLing a0ccording to my fl.e].d study, but I did not 

vis.it all the inning miT]lls and I know tha t ae ina, cW s1;p ng datr 

curate ''h; KSA report ;;:ill provide more Occ (nte and accurate 

dato on this improritant question and will contain specfic: rec

ommendat ions for deuling,,ith the problem of getting the s pin

ning mills up to designed capacity. 

In a subsequent section Y shall deal with. the eccnoIIic an( 

finoneaial issues of the prese ntly non-operathlug spinning 

pocity. For the moment, however, the Impo rt;ant point is ' 

explain the a)e for the fact that every hpinn.gunurtl cnaens 

mill uppeonr s to hOvao dosi gned capacity in xcess of opOr tc 

cOpn olty 'ihe exi.sbln; spinniiil].s may be grou )eid scoro~ 

ing to whobher th. y were ordered prior to about 316. or after 

1961. For thrise ucquirod prior to 1961, the problem in to gee 

bock In t, pr ti an capacity which at one timc was in oper :o , ft:C 

but bcoum idle bccuse of the shortage of foreign exchan3

for roplaceriont parts in recent years. For the spJnning iii. 

ordered a" cr 196)., the problcm is to comIpleto tin l nts , 

parently a)]i th, moachine:,y and equipment for the post;-1961 Mi a 

was shipped by th ma nufa cturers us soon as possiblu after Whe 

terms of sole were comp.eted. As a result the equipment arri

ve6 .n Indone:i:a long before the tuil.d ings to house it were 

ready. Some of the equipment was delivered to the plant site 

end some reminsd for a time in the harbor area. In the time 

between errivol and Installation some equilment was damaged or. 

stolen. 1 do not.have complete information concerning the ar

rongemelnts with the rr,.nufocturcrs concerning supp)y ing tochni

cians to supervise the in:at).].].Ation of the equipment, supe:.. 

vising the btart-up, or training a cadre of Indon.sian techni

cians and munugrs. If such arrangements wore ir.c].uded Ir the 

original contract, they bpparently were not carried out because 

of the various "confronta tions" of the "guided economy" period. 
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As a resul.t, virtual.ly noz... of the punt-3961 spinning miJ.ls 
or derod v ernM , the of teeHYmr bb od bCenelfit f£oreign 


cWana to suj-.'pviso Snal23lt..i,. 0. alid arnIa if
i nt:rt-up, few, any, 

wont; Iniocl.;mn tuhlnicinui or ,2vinourn to the counitry of or'i.

jn of th, eq u iui,,ont for ti'in g.io 

Yf one rem3ov23e s the ,lin' c (;untral. or w nOt iill. (the first 

kte the, po:nt.-19(,. o 0nine mt up ' ) sh.:;''L..; 1, non-opera bin ,, i. 0e 

hokauai , Baiiti elid v.,,' ip, de ip nd , cpa city% dj H tio sp.l n 
of the op ratlnriE JJ.:1:; .ni0,00O in rc .oticrn to pres ent of-

:ccti.ve capbc.ty of 128,0(0 spfluo3, there Ja abouL 20- Cf 

ansignod c1pnc:lty to he co;mplrc&.. I bhu]iCvC ti's KSA repor't 

; ll d.nc t a soim:. a 1; r.('0 i figur e , porhapa the equ ivalcat 

of one new m:Il of 30,000 sp Indls: Ce0nr ly the present mi.l 

should be brou'lt up to de'y:iied spindlr: capacity before any 

oew mill in n eudd :in the prosa pective fi.vo-yea doveopu f_:nt 

plan. 

";t appc,,rn from Tab le 3 tim,.t at .'leaat 301 of th pro -i961, iQ. 

cUOAc LY in no,w :nopori tiv, becaus c of 5pnre par ts prormlc;s.o 

Vir oanl]y all of th. equlpr¢n required for both g'roupa of 

IN will requiru forci,'n exchl;nge. In a subslequentl aection 

sliu. d i.tcu:.;, the decis ion model. which I be.ieve to be up

proprjut for Lop governm:,',t, policy on this iss.ue,, and the 

KSA relpor t wJ :1d Aa cus lc toech11 Acal ']pc t-i of ti pr obler;. 

A finl) feature of Table 3 to which attention is directed I. 

he lorE componunt of spinning cuptcity 2o in the hnnd, oi' 

zoe prov incial. g ovroreiiontsa, a pproxi mately 29,j of the dorignec*. 

upaci.tyo Thoo millA present a npecil irob.em in what I 

call the ciio, p of funds from P.o 480 cotton. The samec Is 

true of the privote mill..- The "lukul.'e proo)Jem' is discusecd 

on pares
 

It shou.d be rioted hero timt if tie effective co-e city of toe 

indoneoian apinn:ing mil3s is sulontanti ly 23ss than the proo.

able minli:mum yarn requimJ.r)ents of the domientc weaving and 

nlttJ g ml., as it definitely in, there should be no ques

.ion about adoptLing a poli:cy of not Impor ting yarn until t 

a clear that the full effective capacity of the Indonesian 

.pinning mi.l. is being uA.,izod. Thia is becact.e there i.n 

virtu, 2ly no fore ign exchainige required for tih, sp1innino ml2.l; 

for current opera tions. An the KiSA report :1 show in soi, 

6ota.l]., the amount of foreign cxch'.nge roquired to increase 

zurrent effective capacity to dccaipn-d cp9c:ty nay exceed the 

f'oreign exchange required for equivalent yarn imports--de-pend

ing on th time horizon Invo.ved for the allocation of foreign 

http:capbc.ty
http:virtual.ly
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Txbe 1. 

LicencljSp:Li., Faoii.thJi in ITrjloneia 

s PITNU 

No. of 1o. of Spindles jcir 

JAVA: 
Wast Java Area 

Djcakarla Riya 
Rest of West J.va 

Total-West Java 

1 
-3-

4 

30,000 
_60_.,( 0._ 

98,000 

30,000 
22,667 
24,500 

centr'al Java A ..0 
Special Arca Jogjak.arta 
]Iost of Cent).:al Java 

Total - Qsntral Java 

East Java A."ea 

Tot,.l - Island of Java 

SUMATRA

4 

2 

10 

500 
155,000 

45,000 

298,000 

0.0 
38,750 

22,500 -

29,COO 

Tie o t Su'Q.L ra 

South Srmatra. 

Totr. 
SUb,,W.Dol 

- Xslnn-1. 
(Sovth) 

of Sumt:a 

,AL 

TOTAL~ ) ALL, IND0PSIA 

1 

f0), 
15,000 

007 

15,000 

Pj'NRjCIiQACj(' OF LICFTSI'D 
BY GFOCR..'AtCAL AiEA 

1TACIIINES 

JAVA: 
Vs t Java Ari a 
Centrtl Java Area 
lact Java Area 

ToLa]. - Isla;nd of Java 

SUIMAT'RA: 
Weort Sur,tra 

31.3 , 
495 % 
Li. % 

"5 .2 % 

Sou th Su;.:atra 

Tot,-i -,Island of Sumatra 

SULA',ISI (South) 

BALI 
TOTAL ..ALL INDONESIA 

-76 P 
100.0 '1 

Source: Directorate General of Toxtile Industry 



T 6 t 

.-YisioJ2' 
11. of 
Spindles3 

bp111dles ]0. 
En lF,C!ip Enterprise Spindles Eni;e:Lfi 

1 30,000 30,000 

4 7 8 ,fpO-O 19.900 
1 10,600 10,600 5 108,600 :'21,720 

1 30,000 a0,000 1 30,000 30,000 

1 30,000 30,000 5 185,000 37, 000 

1 .3o7oo .. .. 3 _5.0o00 . _. 

3 70,600 23,333 13 368,600 28,350 

1 30,000 30,000 1 30,000 30,000 

1., 0 1 30,000o19, 

-1. )51000. i5-LQQ 

4 100,600 25,125 15 413,600 271,6o0 

10.5 
29.8/ 

26.3% 
44.8;/ 

' 
70.2/ 89.1%/ 

29.8% 7.3

29.8 , 

3.6% 
1i00.~; -ib~, 
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Tablo 2. 

Licen4ed inIndon n 

W B A V I N G I I, L 1 1 

No. of No. of Loomn, por No. of 
mntorprieciu Looms Entorpri:o i r. Lorpri 

JAVA 
\'Ioot Java Area 

])jakarta Riya 35 1,863 53 1 
o1t of "'lost Java 

Total-WNost Java 
_4.5 

.50 
16, 4 96 
lL.fv9 

..3. 
.5. 

_42 

Central Java Aroa 
Spocial Area Jog jakarta 9 342 34 -
Rort of Cuitrai1 

Total-Cantral 
Jcva 
Java 

_2 . 
81 

29-9 a 
3,335 

-
41 

_L_1 
1 

East Java Ar ca _.52 12 
Total-iolaiid of Java 658 24,110 36+ 53 

SU1.!A'IRk.: 
North Sumatra 23 596 26 3 
Wo:t Sumatra 5 327 65 
South Sumatra 2 _ 3. 67 

Total-Tsland of Sumatra 30 1,057 35 3 

sULfL.A7137 (South) 3 67 22 

3AIJ 2 21 10 
TOTL ALL IMNE12SA 693 25,255 36+ 61 

PE?..?OFOF Il. 'SED 1,ICHINUS 
BY h,A:APCALiLA 

J :~ 
;t Java Area 72.5% 

Ct:tval Java Area 13.2 
1,ct.t Java Aroa 9.7 

Total .-island of Java 95.5 

North Sumatra 2.4 
?,-CS', SUmatra 1.3 
South Sumaitra •5 

Total - Island of Sumatra 4.2 

SULI,,,ES1 (South) . 6 

.ALI .1 

TOTAL - ALL INDONESIA 100.0 

Source: Directorate General of Textile Industry
 



.G F \ C I 	L I ' I E S MACHINE PI 1 iTI V G K N I T TI N 0 

-. Uniit; of. 	 9,uipnot. No. of Uni tct of Ec.ipllmnmjt Io, of No . of U:,:i. t/ 
FiniohinCC13aknEntor-rl:ioC, Musin J o; ,!'. Oop3dja oc ?%ohinc--Ent.Mntorpri 

12S 3,776 30,2 . 

.. 41 124 1 14L _ 16 66 l(," _2z9_ 27 

l. 1 DIE _ 16 _.u6. .2 6 

. . .. 2 20 10 
3 __ .29.. 1 80 2. _ 6 . 
3 	 29 - 80 25 766 30 

85 - 8 -- 30 . .68 2,., _. __ 

2&, 212 1 51 3 47 ).81 324 9,940 3,S 

4 114 283 

3 .	 .. . . . 4 11i 23 

1 20 20 

51 3 47 181 329' 10,074 + 30283 212 1 


86r.O, 58.5%1I0,0i 	 10 34.01 36.5 , 66.3
- 1.4 	 - - 2.0 44.2 7.6
 

- - 64.0 19.3 24.8
13.1 40.1 


99.1 100.0 io.o 	 100.0 100.0 100.0 98.7 

1.1
.9 


.	 1.0
 

100.0
100.0 100.0 100.0 	 100.0 100.0 100.0 
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oxoh Vg. (Sc0 pag:s 70-7)
 
Anothe:r, not of dato conco; nin' th-ik spinning mil.i i.8 impor
tant . This is i, e coat of.1 the .!,,, CII'Lor comrponont; of the
 

mills. Table 4 in derived from several s1ouc'Ce , nhata for
 
the Central Government mils siupl]. ait request
wuro lied my by
 

the Directora to General of itaun, dutn fnr the provincil
 

g ovornma nt mi.ll (two unita ) at Tjll]'atjbp wvoru sup plied by the
 

Pres:1 dent 1)ircctor r,nid i -rafor the :ntog rated sa-in .nrin/ 

woavi ng/bleachin mill of -.;he hutik cooporLlve In odari )ir, 

Central Jav&. were supplind by tihe Chief Accounting and ... ine
 

Officer. The miJlls a r1 1 ted in Table 4 accord ino to the
 

country from which the wiacihi'lno2 y ard cquipmarit wore imported.
 

I had no w ny of checking the accuracy or cormpleteness of the 

figures supplied, but I have no reason to quo.tion the doaa 

The data of Table 4 suggest the following tentative conc 21 ons: 

1. Japanese appinning equipment appears to cost substan.

tially 	 Iensa per unit of spindle capacity than European 

equipment. 

2. There appears to inve boeen .luhntntil pri cc incrca SeS 

for ianpaneoe eqnipoont between 1953 and 1964. 

3-	Based on the G.K.B.I, (batik cooperative) expericnc, 

the incremental colt of enough looms and more than 
enough bi.ych:ing c, pac-'ty to handle all the spinni ni 

capacity is quite low. 

The data of Table 4, however, do not take into account diffcr-. 

encoo in the count of vy->. for which the mill was designed or 

thc oxisBtence of cquipmenz for doublinlp and twisting yarn, It 

is my undersWtnd:ng that' the English and Italian mi].l1s and ". 

GIRB.l. mill were dosined to produce yarn of highE count 
than the other mills. The othar mills, as I understand it, 

were designed primarily fo: yarn of 20S count, The differcslc. 

between yarn count and douoling is very important. These cre 

technical matters and wilA no explained and discussed in the 

KSA report.
 

A final cansideration in the spinning industry is the owner

ship/manaomnt structure of the Central Government mills.
 

During the "guided'economy" regime the tsk of building the
 

mills, installing the machinery and equipment and starting u

the m:ills apparently was anrigned to an organization called
 

"Komanc Operasi trojek-'rojek S.ndang." I regret that time
 

lid not ,,rmnit me to dotar.,ine just how this or.anizatiun was
 

e.atd co tie other agencies concerned with textiles. Appar

ently it waa a combinati or, of mi.l.itary and civilian personnel, 



_____ 

Reor,tedol-) lporc!il 11n "Ecal~oaPO' C~0-91;4 1, 

u ontractt tion ;Started 

o4 44'aa. 42134 000 93 15 

WX o ai cb.'JpnQ. 2,1.3',4339 30,000 1963j 

GXKj. Cl & T - All, 2,987,037 ,, 

~4 4 4 
i,' -Finishine 282,828 

,ea v iL nIy' 2,130,4~26 31f,' 0 0 19(1. ? '4' 

Sena ja n 
±.'aV1a 1 P,. 

3 , 30 ,313 
1,901,862 

30,000 
15,2'00 

1961 
1961 

"Dec., 
MNar, 

9
1966 

Thati1,901,862 15,200 1961 Apr." :1966 

.t jan 1.9 L 310,132 1961, Fe b . *~ 

Tflti93It, 327 30P,,13 2 1961 Oct. 
-ti &'u&' ,9. t1.3 27 30,132 1961 Dec ., ...9o 

X L,T*LAN ~ 
~oai.627 74,108 30,000( 1963 La to,96 

0 ~~NA-JAPAN .'<: 

n.dijoran4 
' 

China 2~08616i
 
~~~~ QaaW 
 06
5139 )Oct.; 1967''Total -,3
P39 30,000 396t[
 

EAST GER?'IANY4 

F4 (incomplete?) 1. 2 95 I 30,000 ,Late 1969~44ambanS' 

11,I equivalent U S *dollars. 

I Does not include Pardode Mill at Modan. 
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and drow heavily on the ins;titut, of Textile Technology in 

Bandung and the AnSOCiotica of Toxt.i.e Experts. (Indonesin 

has a title of Textile hng'.;nee., token over from the Dutch and 

based on work abroad in taxti] ungineering or the Sardjun 

frun::rte Is. degree frciu Bhnaung.) It in my undo3."tarsdingi that 

the Komundo orgoni zution rucon.y ,am- disnsolved and replaced 

biy a stnto corporation ,led P.R. SnndanE.; The le.ttes P.N. 

stand for Porusahan Negur, or Steto Corporut'on, and Sndung 

is a word used to deignato clothing. I believe the t P.N. 

Eandang In not directly under WSniW of Textilo s andthe tr 

that theHandicrafts, but I a. nit ccrtoan . My i.mpress ion is 

corporation is rather autonomous in determlning its opei'rt rg 

and pricing, policy. The problem involved in having an auton

omous organOiation operatlng about .5' of the ext. ]o capacity 

discussed a t some length in connectionin indonesi.a will be 

with recomnond'tions for a Textilo Developmen' Author ity and 

the handling of PoL. .8SO cotton. 

roturn now to the data of Table 2 concerning the In-Let un 

donesian yvrn-uinag facilities. For practical purposes, this 

aeons the weaving and knitting enterprises, incJ.u,;rg hand looms. 

it was po:inted out at the beginning of this section tha; Table 

is derived from the liccnsoe reccords. It is my under star..':.,.g 

hrt the use of licensed capacity in the textile industry w., 

seen the subject of cont'ocversy for several, years. The Knir:i -

tr' u! '-, tiles and Handicrafts has recognized the wealesses 

attompt.of trO. :icensed units data and for some time iis been 

",ng to aostitute datoconcerning actual cnterprises and no

tual units of equipment i: exi tenceo The time and circur i

stances available in Djb i:5: ta ax the end of this study did :.o
 

permit the careful check of the data that I wanted to make. AL, 

a result, I can only provide data which illustrates the prob

em, out cannot do mvov'e. 

Tabl.u 5 was prepared in Hong Kong from cioled listing of en

terpr ises and yarn recquiremonto prepored by the Directora te 

General dated February 9, 1966. To the bost of my knowledae,
 

this tabulation was intended to provide the basis for estiamt

ing yarn requirements for the calendar year 1966, and probbly
 

was based on the expectation that yarn wou.d be allocated iQ
 

.1966 as it had been An 1.965.
 

name and
The basic tabu]. tion uacd to prepare Table 5 gave the 


adoress of each enterprinc and listed the niuNber of looms under 

each of s ome twenty cWasss (golonann)o I belJieve the classes 

we>'e based on the width of .oom and possibly on the spee, and 

from thin information the amobmt of yarn required was comcputed
 



Table 5 
Number of Ivie Ln i "md 'ivii of' oolrJ 

No0 of Loois/ Entopri. it Loom:, Looma par
EniorpCisOa No.J -of Tot,. No. ",of Total Nuterpr la 

1 "0 96 693
 
11 - 20 7. 1112
 
21 - 30 53 131.6
 
31 - ho 25 811
 
41 50 23 	 1062 

Subtotal 	1-50 271. 81.8 5037 38.5 18 

51 - 60 11 613
 
61 - 70 9 582
 
71 -80 9 679
 
81 - 90 2 173.
 
91 -100 3 292
 

Subtotal 	51-100 34 10.3. 2337 17.9 68 

Subtotal 	1-100 3C5 92.. 7374 56.k 24 

i01-125 8 	 878 
126-150 2 	 273
 
151-175 3 473 
176-200 4 73 
201-225 4 845 

SuIb)to0& 	 .101

225 21 6 .3 3212 211.6 153 
Subtotal. 1-22 326 91 l0586 81o0 32 

' 225
 
239 1 239
 
339 1 3.39
 
350 1 350
 
397 1 397
 
1157 1 11-57
 

Subtotal 	251
1250 5 1., 2k82 18.9 496 

£'otal 1 - 1157 331 100.0/ 13068 100.0// 39 

# May not add to total because of rounding. 
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(whether for one or two oi-ift ccratlon I am not certLin, but 

I expect for one shift) . I went thr ough the tobula tion and 

aidded the numbro of .r,o.o Ind theon prepay (5 the loom size tab

ula tion shown the , T -le did only then S t of 'D 0 thI :j fov 

province of West Java, exclud:'.n S the are.a of ])jah.: rtu Baye. 

It will be noted fro Table, 2 that the orea of T'c:t Java had 
over 72,,f of the -uiombur of liccnse6 1.oomp ii Indonesia, and that 

Djakarta Raya had 1,863 .,.oam and the irost of the province had 

16 , 16 ].oomo The figure of ]., ,).i56 .oo-,s in Ta ble 2 thus con

pares with the figure of .3,068 in Table 5, and the nuriber of 

weaving enterpri.se. in Table 2 of 495 comiarcs with 33-. in 

Table . 

I shall assumc that the data of Table 5 provide a rough appr"ox

imation of the number of actutal enterprisesa and looms atith 

end of 1965. Givon the cl cuVlSt,nccs of 1966 end 1967, it 
' probably reasonable to assume that fe ,nwif any entcrpris 

were established in those years. Table 5 places in rather c,:
matie focus the problems of the weaving Jndustry of Indonts .. 

The problem. ntLeor around the fct that th.. vast major .ty -f 
the cnterpr:isos hovc le.;s then 300 looms. The ]SA report wil 

deal a t soe loeng tn with the technical featuro's of' sma.l. size 

for v.[.v 0 s)t blJhmena6, , particularly with respect to (a,.;L 

and q .I jty of the output. 

If 92 of the weaving cntc.-pr. ies have 100 :Loor.fl or less, 

acCoun. for' 56,f of the total number of looms, one perhaps .. o.. 

conc].o .- that this part of the weaving industry is not mut. I:Ce 

than an exten.ion of the handloom industry. Certeln].y th;., . -. 

guiw nt might be made for enterprises with fifty looms or loo... 

As I believe the KSA repe,; will indiece, a weaving ontorpr, ..... 

with fi.. Uy looms or loss aithc', will not have a preparation de-

pertment at Lll, or will hjve a poor one. Small enterprises 

also wil.l !.ve little opportunity to control the quality ort 

source of yarn. The ]SA report also wil.l deal with the ox.

lcm of weaving enterprise size in relation to sizing equjpmen,-o 

If an enterprise does not have sizing; equipment or oos not 
have the warp (beam) prepared by an enterprise with sizin, 
equipment, it must us; u')ubled yarn for the -Jarp. The yarn 

most co-sionly used for the warp is k2/2. Very little of this 

is produced in Indonesia, hence ic.. must be iported. Sar,!,l 

.ie.v:'. - enterpris: rare.y hay a cry kind of finishing equip

ment, .encc the output of such e.n uerpri.ses must be sold to . 
finishing mill for bleoch-..g anc',/or dyeing or hand screen 

pr.nting. As Table 2 in catc , the existing finishing cha

city in Indonesia is sma>.., and as the KSA report wil.l shc,.., 

http:enterpri.se
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it in rather inefficient and the quality of work is somewhat 

substandard.
 

the data of Table 5, one m-y con.cludn that only twen-

Buscd on 

arc larecty-six weaving establishmcnts out of a t otal of 331 


enough to have a preparation department which includes sizipf'
 

facilities. Our small samp.e
equipment, and to have f inishing 

.suggests that not all the weaving establishments with over 100 

looms have si.zi.,g and fini.,hing equipment, and the sample In

very serious quality problemsdicatcs that those that do have 

in thein using the equipment. Again, this will be dealt with 


KSA report.
 

5 does not br:ing out the ownership of the weaving enter-

Table 


in product mix. The two largest weavprisces or he; variation 


in fact have about I0jo of the loom capacity.
ing enterprises 


one is P.T. pabrik Tenun Garut "Ampcra I" in the

The largest 


town of Garut about thirty miles from Bandung. This is a for

now owned and operated by the province of 
mar Dutch enterprise 

West Java. The second largest mill 	 is P.T. Bandung located in
 

was owned by a Dutchmrin of

the city of Bn~ndunC. This formerly 

but was sold to the Union of State Rail-
Indonesian nationality 


way Employees In 1960.
 

both the mi.l.l in Gor ut and F.T. f3andung, as well as

We visited 

two other large weaving mil, in Bandung, and I visited at 

in 1959 and 1960. The most significant th:agleast two others 


abouz the large wenving catbblishments visited was the Kr'c
 

oarcentyry of ou tput r rescnted.by checkcd sorunrp mtcrial.
 

Going back to the Dutch era, imports of traditional patterns
 

of checked sarung matcri.a]. have been totally prohibited. This
 

import prohibition policy was established to protect the hand

meloom ndustry. In fact it appears to protect the large 


chanical weaving enterprises far more than it protects the
 

handl.oom enterprises. Thus one encounters the curious situa

tion that the large weaving establishments able to produce
 

have _cor tc rotection for this part ofchecked snrungs 


their 
output. This prctcctic, it should be noted, does not 

arcproducts, but checked sarungs.rotcct aginat subtit -a 

Indonesia and substitution of "modern dross""traditional" in 


to have been slow , One may speculate also that the
 appears 


for checked sorungs is
gradual substitution of modern dress 


likely to affect the small handoom producers more than the
 

large mechanical ceaving cstabl:ishpuntso This .inbecause the 

our limited sample pro
large enterpr soscan (and do, as ffv as 

quality of rocduct, can usevided .nformat.ion) produce a better 

offlci ant in mark,;t.ng, and underbrands or "tjaps," arc more 


fur yarn of the "guided economy" very
the rationing system 

http:mark,;t.ng
http:rescnted.by
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like-0ly secured more yt~r) and co'r ) "xchon-:Mc for goad 

dyes tuff s. 

Before ]€:avA .g the wcmihifl.c talloom sec tor, 111nOth,r feature of 

:ltrgo enterprlises in r c nti on to sn;l 3 entri' 4 :.csn shuld be 

noted Thi s in that mu:;t of thn largo :hMy:. visi ted appoured 

to be workI;ng two and three Mif;: Mohcre's sh small] v h]"

ft, and than not
enterprise were usually working only one sh 

using morc than 50-6Q,! of the looms r eportcd to be in v.o'rkhing 

conchlien. 

The ondloJ.on Sctor 

Let us now turn to the hnndl.oo industry. At a very early 

I found that I would be unab c to securestage in the study 

this sector uithout a far-greter cxpenditureadequate dat on 

of ti e end effo t than was uval)able. The qual:itative infor

andmattion was that the hndloom vector is vary sick indeed, 

that it is woc:rse in West Java than in Contral or East Jnvao 

in Central andThe relatlive health of the handloom industry 

East Java was attributcd to the fact that in these reer:ons the
 

type of cloth produced is less vul.ciable to competition frmc'l 

imports or import substi tutes and the domest.c macehanicHl v:cav

ors than is the type of cloth p eoduced in West invo Te hand

loom weavers of West Java were reported to produce chiefly 

chocked sarungs and ].o.-grde cambric for the batik industry, 

chiefly in ])jonkerta In Contrc1 Java it was reported that the 

chief pr oduct Kras the striped "luriwi: c.oth" favored by Javon

ese, and cambric for batiks. In East Java and Bali the hand

looms were reported to produce multi-color sarungs of fi.cral 

or geor.ntric patterns difficult or impossible to produce with 

mechanical loons 

In general our extremely limited visits to hndloem esteblish-. 

ments confirncd the preceding dcoscripticno But our visits al

so coused us to have serious reservations as to when, if ever, 

the handloom industry ever wos "healthy." The little iforma

tion I secured lcads me to the conelusen that the use of the 

number of licensed handlcc'.s in Indonesia as n mosure either 

of capacity or unemploynent :As not warranted. I do not beliove 

that any reliable dat; exist conceorning the actual output of 

the hand.cor, scetor or the number of lcos that have worked In 

any one year, or the portion of the year they worked. 1965 

wal, reported to be the big year for textile prcduction in In

don esis, but inquiries at the handlocm sectors and of offici s.
 

In the prov incial,inspectcratc of industry I"ndic:ate that ac:tuan. 

production by hndloom,;s Jn 1965 was rather lowo The few estab-

Jishrmnts w0 visited were reJa ively large (scmn with YO-YO 

http:hnndl.oo
http:ondloJ.on


- 26 ""
 

looms) and tlh owncr n , ppearcd inte]...L gent: and comp Atn In 

generaa, the owncro in Centr ] alM East Java auplocuared ,l.ta.r 

businessmen than Lhoce in E:dj iej j in Uent Javn .--but the =-m. 

ple was Lou H :.:1. :nd Lh I e .i cd of ve].cctAien such that one 

should not gunurii].e 

When I sta ted in intcr vews with provincial nnd cant:tul! govern-

menL; offJcA al thait I] t. outdht the number of c ucnn.d handlIcomis 

greatly exceeded the number in existencc, and thn t the num.ber 

in existence un:s not the number in wcrkin, condition , and thbt 

the n"umer in workXing cond tntio had not In £ act wcrked foj 

many years, they agreed with me. They stated that they were0 

attempting to get more realistic data by means of a retribu-

tion tao" This is a small tax (as I rucnll.:., about Rp. 25 per 

loom) Jmposed by the prov.inc. al governre.nt. The Genera ) . Idea 

is that a license holder wi-A1 not pay tax on more looms tL:an he 

has, and probably not on more looms than ho expects to usc. .y 

own guess is that taxes will not be co]]cted cn more thnn lOR!f 

of the number of looms reported as licensed-25iil3O accordi;tg 

to on EnGlish langugo sLatement dated Dece'mber 2, 1966 issued 

by the Doper t;mont of Textile industry and Pecplc s Handicraft. 

What is the explanation for the continued use of .icensed unit 

data in the face of widespread kno;ledLe that it doea not ade-

quately de.oeribe the actual conditions either in the handicon 

sector or the muechanical com sector of the Indoncosian textile 

industry? In part it may be burecaucrati.c inertia and the encr

mous task of securing actual data, and in part the yarn vl'l.uo. 

tion system of the "guided economy" period. The yarn allocation 

system must be undcrstood in order to grasp the magnitude of the 

problem of devising a sound po.icy for the future development 

of the textile industry. 

The Allocation System of the Guided Eony 

The allocation system is generally believed to have contribu-

ted to the manipulation and corruption of gover nment/indus ry, 

-and perhaps no pla ce more than in textiles. The system is r 

ticular.y vulnerable when the various production processes are 

out of balanceo It wou.d not be a bad syst.n "if the produci ng 

units were reasonably balanced, and Af the avyailable domestic 

production capacity were approxinmtey eqida, to the effective 

market demand . Here arain one encounters an M]:ost diabc].icn:1 

situation, that of hyper.-inf]atic:n. i last studied the rob

lams of Indone.sian munAcaeturin .. during the second h if f the 

ycer 1960o 3h my bool: Intr-eccnoy Corcmarin, : ACM.Stl.: 

(University of Ca iforn i.a res, Berkeley, 1965) the tb.e re-

http:governre.nt
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produced 	 hcxn appears. In r cmi:h terw:s, Olo can say that the 

money suprply in the thrce yc:rs 1957..1959 increasead ,t a com.

pound rate of 500; per year, using ] ehcomber , 1956, an the base,, 

The ra to 	 incecascd each year. In 195,9 the cur oci and bank 

dopos.its, for practical purposcs, were dcva luud by 90,° In Do

cembor 	 965 the currency was dCvo.lUed dco facto by 999, by the 

substitution of one new rupiah for 1,000 old rupiahs° 

Table 6
 

MonoySWly of Intnea 1956-1959 

(Bi]lions of Rupiahs) 

Por cent of 
Ban k December, 

End of Month Currency Deposits Total 1956 

1956 
December ............. 9.4 4.0 I34 100
 

1957 

roh............... 9.3 4 .0 13.3 100
 
June.................. 10.9 4.3 15. 2 117
 
September. ....... 12.5 4.3 16.8 129
 
December .......... 1. 48 18.9 145
 

195 8 
rarch .............. 114.0 56 19.6 15. 
3unc .. ........... 15 .4 6.2 21.6 166 
September , ........... 16 S 7°5 24 0 185 
December .... ... .... 19.9 965 29.4 226 

1959 

March............... 20.1 9.9 20.0 230 
June ............. 22,8 9.5 32.3 250 
Septebcr *... ..... 20.2;" 1 1# 24 ,3# 187 
December............ 26 °I 8, 5 3114°9 269 

VtAfter 90" dovaluation. 

Sour cc: 	 leonrd A. Doyle, 2nter-economy Conparlsons: A Ccse 
Study. Ber keley: VnivT'Y-0 TIM6.aFress, 
T5", paSe 120. 

Ilypcr-Inflation of the rajnitude experienced by Indonesia dur

ing the "guided economy" period produced a seller's market in 

virtua .y all conodities, and particularly for a necessity 

such as textiles, Although attempts Wece made to control prices, 

the control prccedurcs could not be effective and black i.r=cets 

developed. The black market in effect was the roal device for 

allocating output in the textile industry. To the extent that 

the intended mix of textie prcducts wts inconsistent with the 

effective demand mix as reflected by the black market, produc

tion was 	 diverted from the intended row material product use 

to one more in line with real market deOand° 
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According to my present; i nfroymnicn, the 'Oel; o crcus;extr 

l.egal di.vae s.3in of rowifl; antc :i.1] Li:'.r o. the h-dloom ctorK: 

to t;he cvc J.(la sRoc tor. This cc:urr ed chicf'].ly with yarn, 

but thor c arc rel'orts (f row cu .ton bJleg dji.vur-vad oft(lrido'ms

tic spinning mill.]s to TMuailnn,. A .:i:1vtion of row a icre: :. was. 

baed on licensed c 'acity, and the allocualion went to the li-

cqnse holde:C. Yarn a]]oce tion to ti:- major usesa, hrid.oms, 

have been rath.mechanical loom;s, and ,nittjin, J. repor tcd to 

or a.bi.:trvry, although the w.isdom of So]lo.miion would ha rdly have 

been equal to the task of cotab]:i.1 aina ti"crainal" basis. In 

effect Lh: mr.,,st hd to Kr in VP: bs ue c,? effoctive 

compulniono We see two pcsi sib'.liiics: one, tha t the end use 

.as and two, that the al]ocation wi.thin each przoductwrong, 

group was on the ba-is of political. fovor itism In the 3otter 

meant that some pr oducers got more yarn in r cla]ticncase this 

to licensed capacity than did otheP producers. The second sit.

uation was not serious in tcrms of cnd-pr oduct output as long 

as the supply of yarn did not exceed total). production capacity. 

The first cone, planning the vronE end-product use, was serious, 

as the fo.j la.ng exp]_neie cn ,he . 

ocoas on the basis of the number of li-Allocnting yarn to hand, 

censcd looms would result in actual usc by the owners i f they 

had the capi tal and marhet hno.ledge to use the yarn in their 

looms. Allocation of yarn to hnnd) ooms as an industry would 

result in actual use by handlocams only if the effoctive rate 

of return on capital was about the same for handlom production 

as for mnehanic.l looms or knitting.. Neither assumption wais in 

accord with the facts. 

The manipuL tion and corruption of the "guidd economy" period 

in texti).es is rather widely believed to be based cn the fact 

that the licenses were held arge.y by Indonesians without ad 

equato capital or market Mo.ledge or manager lal lmow-how, and 

the capita)., market savvy, and mana3cral skill were possessed 

by the Chinese. The Chinese capitalist in effect advanced the 

money to the Indonesian license holier, and he "bought" the 

yarn. If the return in handloon producticn was as attractive 

as in the power loom or M Snittng the capita Sstsector, Chinese 

would either finance the hrndloom productjon of the Indonesian 

hand.oom license hoder, or use it fox his own handloom.o*it 

is not ilcal to own unlicernsc.l eiuiri en t, hence the ovni, 

needs only yarn. }ec could ,. I I. t from other people with lican

seso The "split" between the actual .icese ho).Cr and the 

capitalist dependd on the b naRM o o etwo. M 

informantion suggcstn this Uas seldom 50-O, but mo e nearly 

http:texti).es
http:chicf'].ly
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lO-2f., ro tle licOsL' ho3dc" und 75-90} for the capitalis.:t. 

,

Tho ]'Vrco.ntDa of yarln diver led from land locom;s to lmech:il ca1 

looms and iai it , g yirip . b.} y '.n led lfr om ycnr to ycour? Wd i ow 

region to rceion, The JAtWr ocurred brcunO :lt vvs :lgI. 

to transpo;rt the fI l. iis W' tucx t Ias froll on( prlOV.10C; to antoher. 

My infor ma tiCn) m2sts fWAln;.d pr oducts ,a lny did cirO03 

pri thci.l bouadsry lhc.s, and that i:l.gal e:,:p o.ot cBcurred. 

Fo]llowing the a ssun'pti on of power by Gonerl . SC.hL. to, the al

loo00a nsyt.} t wus phased out and abolislhod entirely in Ja u

ary, 1967. The f rcoinE of the conom::;y und the revision of the 

B.E system to provide for nin oxchcngc for textile imports re

sulted in a large movomnt of f:i.nishad textiles, yarn and ready

to-wear clo thing into Indoncosi botween Dccomber, 1966 end March, 

1967. Since lar ch, 1967 the iate of imports, I believe, has 

slowed, and most are repor ted by trade sources to be financed 

under the Japsnese cradi. t arnngaemn t. The large volume of 

Imports combined with the tight money policy of the government; 

have created so:thing of a crisis in the do estic textile in.

dustry. To undo rstond the rture an 'ipolicy problemps of the 

Indonesian textile industry as it enters 1968, a few commnts 

about the role of the Chinese appear n.ecssary. 

The Position arid Role of the Chinese 

in the Indonesian TextiL ndustry 

One does not get very for in a discussion of textiles in Indon

esia before the role of the Chinese is introduced. It is re.

ported that these comprise three rather distinct groups: 

1. Those whose farilies have been in indonesia a long time, 

Who became Indonesian citizens rather soon after the 

opportunity becarme available, and who own and operate
 

textile entorpi ises and regard textile manufacturing 

as their mAin business; 

2. Those also of Indonesian nationality who are "capital

ists" who provide wcrking capital. (and on occasicn 

fixed capital) to Indoncsian owners of textile enter

prises. These cpitalsts are considred by sone to 

shift their capital from domestic financing to Jmpo:t

ing whenever the latter is more profitable; 

3. Those who either bre not citizens or who are thought 

to have their primary loyalty to political and/or fin.

ancil interests out-e of Irnono:i o. The coposition 

of the third group isr oported to shift with yolltica1 

changes vis-a-vias ReW China, Taiwn, WiEg Kong, and 

Singapore. The ]atter ,roup alro is thnurht by sc.rre 



"30 -

to be the major impor tai of te-.xtil s on credit, and 
it hau been suq ;c ;ted t.ha: a W.t o Nmugg].lng :In d on 

an occai:1.on. Thu tKd Cr oup i.s al.,o on oceasion c]ag -


ed with mani ltu.1yug th.i ndo ica'I an taxti .e un ho:t pr i
maril2y for poli tical cad:n 

The Chinese c api tal.is ts ore :€gr dd a a the main group involved 
in the diveri.on of y arn d:r i S the a llocation period from the 
handloom and smnltl mechn:mica). loom license holders to the larg

cr mechanical loom enter pr:.issc which they contr oled or perhaps 
owned through Indonenian "fronto" To the Cxtenilt that the rog-. 

u ar coumenrcia). banks are unabie or tunwla linT Wma wor:kingg to e 
capital loans to the sa.ll weavers und knittcrs, they ore vir
tually forced to rely on the Chinese capitAints. The capital.
ists in turn are a "destabilizing force in the textile indus
try if they shift their activities from financing domestic pro 

ducticn to financing imports. They may further a ggrava to the 

situation if they use imported textiles securcd on credit as 
a means of sccuring cash for lending. 

My scanty i.nformation suggests th t the Chinse capitalists 
are a major factor in the ;.est Jva textile industry, partic-. 
ularly in the Nadjrlajn avea Madjaaja is a major trouble
 

spot-a sort of foast-.or-.feminu area. It was reported to w-,
 
.that at the heIght of the L96 5 "boon" there were forty "coni
talists" in Hadjolaja ewning Mercedes-Beng cars. When I was 

there in December it was reported th}"t the number of er codes 

cars was down to ten. Curiously enough, this also represented
 
the proportion of Deceber output in relption to the 1965 rate 
of output It should be nutud, however, that not all the No:r 
cedes were reported to be owned by Chin cSo 

Having given a qualitative and quantitative picture of the 
Indonesian textile industry, let us now examine the statistics 
for the period 1960-67 as they were presented to me shortiy 
after I arrived in Indonesia in late November, 1967. 

Statities of' the ladustrY, 1960-07 

Some time after I arrived in Indonesia the office of the DJ
rector General of Textiles and Eandicrafts supplied ne with 
three documents which were being used in Q.overnn:ent of Indon
csia analysis and planning for 1.968 and 1969o U.S, A.I.D. 

suppl ed me with copies of the two roeorts prepcred by Mr° 
Henry Breasettc, the fir at dated October, 1966 and the second 
dated May, 3967. Table 9 was in Indcnmesion, and I have pre

pared a rough tranl.ation0 The three Ministry docuoa-nts com-
prise Table s 7 throug;h 9 of this report. The documents are 

http:diveri.on
http:occai:1.on
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labeled as follows: 

Table 7 Information AbouL Indonesia's Textile Prcbl.m 

Tab], 8 Est:imatod T(xtile Stocks for Year :1.967 
Table 9 .owrandum Concorni Row Cotton Impor ted 

Under I'oL. 480 (pr opurud by Drs. I. Sumadi 

Wignjosumnaito, Director of' Production, and ad
-dressed to Drs. Captain Adisumnrto, Staff Tech 

nician in the Midstry of Finance). 

It is imoortant that the reader qtudZ, the thre documents with 
some care before yu co(din e with my comimnLs. 

Par ticular attontion is directed to the following: 
1. 	 Table 7 is dated November 27, 1967. This appears to 

be an updating for Jnter doprtmenthl use, because I 
received at my first reting a copy contain%3g the 

same data dated December 1, 1966. It is likely that 
this document wes used in hr. Bresotte's second report 

of October, 1966. 
2o 	 The domestic yarn production estimate in Table 8 of 

100,050 bales should be compared with the December, 

1966 est:imato in Table 7 of 160,000 bales. 

3. 	 Item iii, 1967 production of cotton fabrics, of Table 
7 shows an original estimate of 380 million mters, and 

in parenthesis is a note that rca.i'ation will be 230 
million motors. This was the estimno at thc time of 

my first moting with ninistry officials. Note that 
the latest estimate for 1967 is 225 million (Item 3 
of Table 8). 

4- Pl.anning for textiles tends to be in terms of meters 

of cloth per capita. For 1967-68 it appears that a 

total population of 110-112 million is being used. it 

may be important to note that about 50' of Indonesia's 

population is under 25 years of age This population 

is likely to wear western clothes and not traditional 

saroqn s and batiks. For practical purposes, the revi
sed estimate at the time of my arrival of total supply 

of 450 (revised domestic production of 230,000,000 me
ters and imports of 220,000,000 motors) million moters 

represents about four meters per anpita for 1967. In 
my experience various tergect figures have been used. 

ranging from nine or ten mters per capita down to five 
or six. Item j of Table 7 shows 196. as the year cf 

largest total suppjy in the period 1960-67, and 1965 
was the best yer for domestic prductcn of yard goods. 
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1967 w:l.Ll be the best year for yarn production. It 

is important to note tiat thc high yard/; production 

of 1965 scema a bit inconsistenL witlIh the combinod sip

ply of domestic anid ilmportCed yarn, even a.llowing for a 

Urgo carry.-ovcr from 196. and low inventor ies at the 

end of 1.960, 
5. In ear ly December the Government of 7ndoncsia offic:iu]s 

were pushing for iJnammdiate negotiaions for P.L. 1.O 

cotton for 1968 because of the inventory position of 

raw cotton at the end of October. Item 3 of Table 9 

states that there was estinated to be enough raw cotton 

at the spinning mill gudargs to last until April, and 

enough in other gudangs for another month. In Item 1 

of Table 9 they assumed that it would take six months 

from the signing of the agreement to the receipt of 

cotton. 
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Tab:o 7 

Infor'htion About :rnd onu: ini, Textl e.I Problem 

1. Domestic Pr oduct ion
 

i. product.on of cotton y.rn In: 

1960 412,000 bales of lcu lbs. (3.28,000 spindlcs)
 
1961 40,000 " U (:t28,000 spindles) 
3.962 52,000 " , , , (162,000 spindlcs) 
3.963 12, 2 0 , (228,000 ,;p i nd i en) 
1964 29,500 I UI (238,000 spindles) 
1965 77,569 , ,, M, (338,000 spindles) 
1.966 h16,003 , , (388,000 .pidlcs) 
1.967 160,000 , , , (4118,000 sp indle s) 
1968 180;000 I 1 (500, 000 spindle ) 

ii. Total spinning capacity per year 3 shift " 41,000 ton
 

of yarn
 

Number of spinllcs now 4.5,076 spindles 

potentiol capacity per spind.e pcr year - 3 shift " 100 
kg. yarn 

Real capacity per spindle per year - 3 shift = 80 kg, yarn 

iiio production of cotton fabrics inc. gray goods in: 

1960 282,000,000 	 motor 
1961 374 000,000 U 

1962 307,330,000 " 
1963 268,267,500 "
 
196%l 192,211.2,500 " 

1965 456,003,800
 
1966 1911,289,000 
1967 380,000,000 " 	(reoalization will be)
 

(230,000,000 meter
 

iv. Total weaving potential 	capacity: 

Power looms: per year 1 shift 230,000,000 meter
 

Hand looms: per year . shift 360,000,000 motor
 

(efficiency 601)
 

Number of looms: 

power looms: + 29,000 

Hand looms: 2841 ,430
 

V. Requ:rement of raw materials: 

a. 	 For spinning industry in 1965 3.5,500 ton cotton 
1966 12,000 ton cotten 
1967 34,000 ton cotton 

b. For weaving Indus try in 	 1965 365,000 balts cotton yarn 
1966 1 !,000 bae.s cotton yarn 
1967 520,000 baleW cotton yarn 

http:product.on
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Tub. 7 (Continuecd) 

vi.. 	 The 'needs for .,re--ar tu: 

a 	In spinning indu:: Lry - US, .,500,000 

b 	 In. wuvi.ng indu: try -US; 2,!{01,000 

2. 	 ErFmplovyent End Q!1..:-

i. 	 Present emplr:lcymn't in: 

a. 	Spinni ng indus try -3 shift " 22,000 workers 

b. 	 Power loon industry - 2 shift " 63,000 workers 

Hand loom industry 60A of I shift !126,000 workers 
(part arc par t-tinevs)
 

Batik industry - shift 300,000 wolors 
(par t are pDart-tlmrs) 

Output per worker per year: 

a. 	In spinning industry:
 

1964 output per worker per year + 500 kg. cotton yarn
1965 " " " ±"+1,200 kg. cotton yarn 

b. 	In weaving industry: 

1964I output per worker per year, 384 mtr 8rny cotton 
1965 " 912 mtr gray cotton 

ii 	 Present average and minimum wagcs both in spinning and
 
weaving in'dur try:
 

a. 	 Daily workcr Rp. 22-50 and Rp. 30 per day 

b. Monthly " Rp. 950. and Rp° J.,500 per month
 

c. 	 Work order Rp. 35 and Rp. 60 per day 

These wages include 8 kg. of rice per worker and 3 - 5 
ke, rice for his wife and each of his children per month. 

iii. 	The skilled labor for the textile industry is relatively
 
enough.
 

3. 	 OonsumEtion 

Total textile available (Cray and finish goods)
{I 	r ir 71 V,V Ir #l7,t,, ## 1 7t 7, ,,, V if 'rV,It . s,,1 i i, 

I Donestic Pr;ducti.n Impor ted I Total 
V 12! V 7 Y Y7 " ,7r w 1 , ! i 7/ I/, / 7 h 1 17 07 ,/ / 17 

1960 282,000,000 metor 122,400,000 meter 394,,200,000 mt 
1961 374,000,000 " 237,000,000 " 61.1,000,00'0 
1962 307,1:.30,C00 , 93 ,000,000 , 398,130,000 
1963 268,257,500 1241,000,000 " 392,267,000 
196 l 192,0?,2,5 00 106,800,000 299,0!2,500 
1965 456,03,800 "10!,000,000 560,000,,00 
3.966 3.9.1,289, 000 " 44m,000, 000 " 238,239,O00 
1967 380,000,000 " 170,000,000 " 550,000000 

,,, , ,.,,ii-,j , .1 . . .,1 b ' 7 7i W 
#1 	 It V lr It 7 i 7 , I r i , P #. i 
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7 # tl I # t # k i! i ,i 'it# / 7 S '# . #i t 7 h ' 

I Rau Cottor Cotton Yarn I Cray & Fini'ished Goods 
It t 7 1 7 ,-ii,1 I ! i.:ii '. i , 'I~i . .'.. 7 1 . ..# 1, I-)# A ;.'A1 - # # # #,# i # j# Vi w V j # j I j I # 

.960 9,300 to' 300,000 bato 22, 100,000 intor s 
396:L 8,100 " :26,000 23Y,000,000
 
1962 4,000 " 80,000 ' 9. ,000,000
 
1963 13,900 n 169,000 " 12!i000,000
 
196h1 10,000 "120,000 " . 105,800,000
 
1965 12,000 93,710 Q10J,000,0(0 .
 
1966 17,000 4l.0,354l .4,000,000 .
 
1967 34,300 53,000 220,000,000


"2'J/J 1 ' P 2/4 21JJ/.I41 J'.' .!1 / 'I3 " " f 2 22 ' .2! 

7t ,, 7! 71/ i 7,"it # 7W 7 , ,#t# # 7, 7tVi- 7I # 7 # # .i ft 1, # i 

Raw cotton is imported from: 

United Statos of Amer ica
 
People's Rcpublic of China
 
Pakis tan
 
India
 

Cotton yarn is imported from: 

Japan Italy 
Yugoslavia Pakistan
 
Hong Kong India
 
People's Republic of China
 

Gray and finished goods are imported from: 

Japan 11cople's Republic of China
 
Yogoslovia Pakistan
 
Hong Korc India
 

Djakrta, Novorrber 27, 1967 

DEPARTVENT OF TE;XTTLE INDUSTRY 

AND PEOPLES IIAI'DICRAFT 
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Tal(I.( 8 

Es.vi;na ted Tex t:i Llo ]r o(uct on a nd61nventor :i.C 
Ca -0110,1. 	 Y 2 100 

Item 
No. Ex planntio 'irs-t l1l]c: iflOlth.; Calendor yeir 

I0 	 Cotton yarn p rcduced 
in IrIdone .a 

a. 	 ]itrst quarter 18,600 ..bales .8,600 bncs 
b. 	 Socond quarter 21,275 I 21,271,5 
e. 	Th:Ar d quar tor 27,175 1 27,1L75 " 
d. 	Estimatc for Lith 

c. 	 Subtotal :. 67,050 bales 100,050 baIcf 

2. 	 Impor t s of Cot;ton Yarn 

a. 	Sop Gap Yen Credit7Y 27,392 bales 27,392 ba,].(:.s
,I 38,4 78 .lb. 	 Tal-au (Berdikari) 38,l.78 

t s :c. 	 General imJpor 
70o x P o I 
0 2.9 mill.ion ( :]200/Bale)
 
" ;2 idl..Ion 10,000 " 10,000 H
 

d. 	 Estimated gcneral 
imports for Ilth gt. 4,000 " 

Subtotal 20 

Subtotal of 1 & 2 l112,920 bales 180,000 bales 

Convert 	Bales of 
Yarn to 1,cters of
 
cloth:
 
1 bale - ).,250 mtr. 179,000,000 meters 225,000,000 mtr.
 

3. 	 Imports of Yard Goods 
a. 70- of P.]. enterinG
 

fi.rst three qurtcrs
 
S.So 	 74,2)18,322.80


.Ss 51. r,nillion
 

at ave. 	 w1ive 0.33'l0 11,000,000 meters 151,000,000 mtr. 
b. 	 Estirriate for fourth 

quarter 50,000,000 mLr. 
C. Lstimated stock at 

Jan. 1, 1967 (Bcrdikari) 3.9,000,000 .9:000,000 
*d. Sub total 3. i YU, W, rets 2.O LGFr;F. 

Total of Items 2a & 3. & 349,000,.000 meters Wr.,000,000 mtr. 

#probably should read "Stop Gap Yen Credi.t" 

& Estim ated that 5CO of the total stock is at
 
the bcinn.lriG of Iobaran
 

http:74,2)18,322.80
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Table 9 

Nemor ndum Concorn.inn Rw Cot ton Ijported Under FS_.. )L_0 

Tho followih g is a .'oagh Engish tnsation of a memorandu 
in Indonesian dated December 1, 1967. The mu,ucr andu in ad.
dressed to: 

Dr s o Uptin Adisurmorto 
Staf Ahl SPY .enteri Queangnn 

FIilom: 	 Drs. I. Sunedi ..injosuma to 
DMreltMr Produksi, Direktorat Djendral 
I'o; indistr ian Te ks til 

Concernirig: 	 Kupas kasar (raw cottDn) ex r.Lo 4 80 

In responsc to our discussion at the moeting in your office on 
29 Novembor 1967, concerning the problem of' raw cotton iriports 
under PoLo 11.80 and in answer to questions rnised by the Arneri
can government in Djair ta in its letter dated 214 November 1967, 
the information is as follows:
 

1, Inventory of raw cotton in the warehouses of the spinning
 
mills at the end of October, 1967 was 62,182 Bales (500 lbs.)
 

Inventory of 	raw cotton in other 
warehouses at end of October,
 
1967 was 	 1l,.25 Bales 

TotW ). 	 73,307 acles
 

2° 	Inventory of cotton yarn at the
 
spinning mi.lls at end of Octo
ber, 1967 was 11,825 Bales (400 lbs.)
 

3. Average monthly consumption of raw 
cotton at the spinning mills for 
October, 1967 is estimated at 9,000 
bales° At this rate the available stock above will be con
suped by the end of J.en, 1968. Ther. are several spinning 
mills whose stock of raw cotton will be exhausted by the end 
of April, 1965. 

4. 	Reserve stocks of cotton required:
 

4-1 It is an 	operating princip.e of the Indoneilan spinning
mills that a 	 reserve stock equal to 3 month's production 
requirements 	 shoula be maintained. As a result, the 
cotton agrecment must be signed at las ! 6 months before 
stock will arrive in Indoucsia.
 

h1.2 It can be seen that it is probable that we will have on-
ly 5 month's 	reserve stock of cotton when the agreement 
is 	signed. 

5o Requirenents of raw cotton, cotton yarn, ard ready yard goods, 
in conneocticn with P.L. h180 for the years 1968 and 1969 crc 
estimated as 	follows:
 

Typy of Product 	 1968 

a. 	Raw cotton l5O,000 Bales 180,000 Ba.]es

b. 	Cotton yarn 175)000 BMlen 200,000 Bals
 
c.	 Yard goo..ns None None 

1969 
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Table 9 (Con tinuod) 

1 Bale raw cotton 1;00 lbs. 
1 Balo cot tn yarn 1100 ].bso 

6. It is hoped that cotton yarn and yard goods will be received 
by other neans in the years 1968 and 1969 (private imoorters) 
as 	 follow3: 

Type of ];roduct 1968 	 1969 

a. Cotton yarn 20,000 Bales 30;000 Balca 
be Yard goods 200 mi].lo.motors 200 mill. moters. 

7. Requiremants for yarn of all kinds in the years 1968 and
 
1969 are estimated as follow.s:
 

1968 350,000 - 00,000 Bales 
1969 I00,000 - 450,000 Bales 

Note: 	 The estinmate of yarn requirements nbove is bascd on 
the assumption of a general improvement in the econ
oamy, in the demand for domestically produced textileso 

8. 	 Conditions of sale of raw cotton, cotton yarn, and yard
 
goods proposed horein are as follows:
 

a. 	 Raw Cotton : For Government mills -* delayed payment/ 
cons ignmc nt 

For private mills -	 cash and carry 
b. 	 Cotton Yarn : Domestic producticn - cash and carry 

Imports 	 - will enter under 
BAE./3.E. Credit 

c. 	 Yard Goods : Domestic production - cash and carry 
Imports - will enter under 

B.E./B .E. Credit 

(A 	courtes: ending) 

DIREKTRcA T DJEIDRAL PERINDU STR iAN TSTIL 
DIREKTUR PRODUKS1 

Signed
 

(Drs. 1. Sumedi Wignjosumarto)
 
Copies:
 
1. Dirdjenteks
 
2. 	Dirumn PoN. Sandang
 
3. Dinas Pcngadaan
4° A r s i p 

Note: 	 Translated by Dr. Leonard A. Doyle but not checked 
with Indonesian officials for accuvacy. 
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Revin Ion of the 1967 sty lis tl.ica d 3263 

Esti ma tI s I)urir.g .Ier Strd, iIdthe 

On December 22, 1967 the Directorate Wewcnral of the Textile 

Industry issued a new set of estimotes for .967 and of re

quircments for These s artc5 e uded this1968. ostIh a .hO in rc

port as Appendix Tubles B-1 through B-7. I have taken the 

liberty on Table B-1 of putting in par:nthesas the ownership 

of the spinning mills. 

The most important revision in the data. for 1967 was the chsnge 

in the estimate of finished textile imports fron 220 million 

meters to 511 million meters. The lower figure was based on 

an estimnting technique employed for several years which used 

what is called "Intent to Import" data of the Central Bank, 

Bank Indonesia. In effect these figures, stated in U.S. dol

lars, arc for import.s to be paid for in cash. This was the 

only way of inportirng textiles for most of the guided ceono.my 

period. Early In 1967 textile imports were permitted on cred

it under what is called the B.E. Credit System, It was appar

ent that a large dollar volume of textiles were imported on 

credit in the first hnlf of 1967. As a result, the Import cs

timates based on Customs receipts greatly exceeded those based 

on "Intent to Import" data. The revision to 511 million meters 

was based on Customs receipts data0 The figure I heard fairly 

often was that crdit imports wore about U.S . 60,000,000. 

This, of course, does not incldc illegal imports. I believe 

this was a fair.y significant amount. 

A second si.gnificant revision was in the estimate of domestic 

yarn production in 1.967. Table 7 shows 160,000 bales of 400 

-pounds, whereas Table 8 (prepared later in December) shows 

100,050 bales. If the data of Table 7 rcal.y were prepared 

around the end of 3.966, as I understand was the case, the yarn 

production estimate of Table 8 shou.d be considered as the of

ficial one at the end of 1967. It should be noted, however, 

that the December estimates of domestic spinn.ng mill cotton 

consumption Prc not cui e consistent with the Deceber esti

mates of domestic yarn production0 Using the standard waste 

percentage of 35,4 for cottcn converted to yarn, my arithmetic 
.indicates that 103,759 be 3e of 500 pounds of raw cotton 

should produce 110,201. ba:[cs of yarn of 4l00 pounds per bale, 

This, howevor, is not-a serious d.iacrepancy. 

The reader wil. reca]. thst one of tho inportant tasks of the 

KSA team was to provide an Independent estima:te of raw cotton 

requirements for 19f,8. The team visited every ],arge spinning 

http:spinn.ng
http:ceono.my


mill and their estimate wll. be Mown In detail' in their re

port. It is my recoillect:ion that1t ill be around 125 ,000 

bales or len s. TIs cor;n:es with 180,000 bal]es in TaMi! 7 

and the latest cstimatc of 1610,136 bales in Appendix 'ixTble B-1. 

Thero is no great harm in ovcyrst:imating cotton requirc ,nts 

If there is no consrauint on the fo,,cin exchango involved 

Since thure is a very serious cons trnint for 1968, it is do

sirable to estimate requirements as carefully as possibleo 

A third significant revision in the data for 1967 was with
 

respect to the quantity of yarn imported. Tha last page of 

Table 7 shows 53,000 bales; Table 8 shows 79,870 bales, and 

Appendix Table B-5 uses 53,000 blcs. It is my impression 

that the figure of 79,870 bales is more in accord with the 

facts than the figure of 53,000 bales. Time did not permit 

a reconciliation of the two estimatos. 

Although it does not involve a revision of the data, a word of 

caution is in order about the method of converting domestic 

production and imports of finished tdxtiles to the common de

nominator of linear metors of textiles. Items 2 and 3 of Table 

8 show the arithmetic employed. This is an extremoly crude 

method becausu it does not allow for differences in quality 

or even in width. To convert the dollar value of several 

different kinds of yard goods and many different sizes and 

kinds of ready-made clothing into meters hardly provides a 

useful or significant measure of consumer supply. Thus in
 

one year only cheap printed cloth might be imported, and in 

the next year only expensive yard goods and finishod garmntso 

If the dollar value in each year was the ssne, would the yard

age be the sant? It is my impression that the textiles impcr

ted in 1967 were of higher quelity and consisted more of ready-. 

to-wear items than was the case in earlier yebrs, If this was 

so then the anount measured in motors probably was not as much 

greater in relation to 1966 as the official estimates show.
 

The imports of textiles in i00 g l appear to1967, legal end M 

have brought about a ser.ious situation for both the domestic 

wcavirg and. ,h dctmiotic knittin; Industry in the last half of 

the year, and particular~y in th last quqr toy . When I visi

ted the sua) w in and , ;ber and Jankni t ting plants in Dece 

uary a.most a)l wore workinS only one shift and with only part, 

often less than one-half, of the o.o:'; or Lnitting machine-s 

said to be in operat:inr[ conditi'on Durin the month of Janu-

ary in particular there was the curious paradox of a sharp Ir

crease in the price of yarni and reported distress end shutdowns 
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in weaving and knittii p.. We must now :.oak at some of the 

fea tur e of the toxtilu mareh t in jIndcnosia, with par ticu.La.os 

attention to December, 1967 and January, 1968 

T 1 E IN E Sr A, J:, T F MA R K ET 

STRUCTURE A N D P R Y € IIN G 

P R A C T I C E S 

The Cotton ],Trket and Pricin, pro et.ccs 

For practical purposes the entire supply of raw cotton in In

donesia is in the hands of the central government. I shall 

confine my discussion to the current situa tion in which the 

entire supply of imported cotton is secured from the United 

States under the provisions of P.L. 80. It is my understand-

ing that in both 1966 and 1967 the entire purch&sc of P.L. 480 

cotton in each year was shipped at oilc tim.o Our field study 

indicated that the stap.e lengths requested by the individual 

mills were not always ordered, and that what was ordcrcd by 

the offic:als in Djakarta was not always who t was puichesed by 

the Indonesian governmant representatives in the United States, 

The terms of sale in the 1966 and 1967 agreements provi~cd for 

inspection of tio cotton aftei arrival in Indonesia and for 

the arbitration of claims that. the quality received was not 

the quality paid for. The NSA report will deal with the tech

nical.problcns of testing staple length in indonesia and Piake 

recopnendations for a new cont]act procedure for 1968 and sub-

sequent ycears. 

Evidence obtained at the spinning mills indicated that the 

staple lengths actually rcceived often wore sienificeantly dif

ferent from those requircd by the type of equipment at the mills 

and the count of yarn scheduled for production by the separate 

mills. An example was the situation in the provincial gcvern

mnt mills in Central Java. The three mills, Dju-itra, Texin 

at Togal, and Tj.latjap had to cngage in a rather elaborate ex

change of cotton at the cid 01 1967 and cor ly in 3968 to secure 

the stap)c lengths e5;t sulitcd to the mills, and a-lso to traens-

for a surplus from D)jntra to T020al and Tji le tjp.o 

I did not visit the l-rge privnte spinn-in', nill of Perdec In 

Medan, end do not knce- the details of its controversy i th the 

govarnmint con o'rni ng' the ter ms of se of ruw cotton from PI. 

h180 purcha:nn., One of the K}SA men did visit Pardde, and the 

KSA report1 will des! with the a]:Ied dl scrimination with re-

spect to the privato mill. 
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It appear'a that the central governmcnt mil.l and the covi no:L.1 
government m:i.ls secure thc.ei cotton '"on con:i.,nm.nt." This 

mn[i that they do not pny for thu cotton Uedu i tij.l they col
lec t froom thcir cusn1L.ocrs :In effct, the cen tra., 'ovinwaL 
sells cotton to govornma:nt nWils on credtt Now come; the 
strungo part. The terms of sale .in ruoiah per pound of a giv
en quality cf raw cot ton are the sima as the uerms of sae by 
the U.S. Governm ent to the Gevernrumut of Indonesia. At first 

glance this secmas rcascuab3 o It would be in a stable price 
situation, but thi, t has not been the situation in Indonesia .in 

1966 and 1967. As was pointed out earlier, ] donesia does not 
produce all the yarn it uses and must import yarn. In 1,66 and 

1967 most of the yarn oppears to have boen'secur cd under what 

is termed a "third country processing agr eement" in connection 

with the PoLo 480 agreement. In effect the United States Gov-
ernent sells to the lndonesana Government enough raw cotton 

for both its ow.n spi:'ing industry and eli or most of its m
ported yarno The yarn not produced in Indonesia is processed 

In a "third country." ]n effect, indonosiv gets the cotton con
ponent of the yarnundor the some liberal terms that it gets fur 

cotton procensed in Indonesia, but must pay the processing 

costs in forcin exchange or W,ke some credit arrangen:ent With 
the processing country. I am not informed about the 1966 aree 
ment, but it is ly understLnding that in 1967 Indcnem.a secured 

about 27,392 bales of yarn from Japan under what is called the 
"stop gap yen crcdit agreement" end about 38, 4 78 bales of yarn 
from Taiwan. As I understand it, both these amounts were fto,: 

P.Lo )18O cotton--certainly the Taiwan y.rn in addition,was. 

the Directorate General of Textile 
 Industry estimated that ahceut 

ll,O00 bales of yarn were imported by privatc traders. 

It is my understanding that the "third country" yarn was inpor
ted by cne or cre of the State Trading Compvnies of Ohe Central 

Govcrnpnt 0 The unexpected naturo of my work in Dja rta after 
returrning from the field study with the HSA team prevented mn: 
from leking into the govornment yarn import arranngecents. For 

this reason abut fc,]]ous way be in ecur. t As I undrstand 

the situation, however, the State Trading Cucmpvies par ticu] as

ly .NeBerdikyri, pays the IXI nistry c;f Pinr.mne/hunk Indones ia 
the contract price with the third ccwi try process r p.us the 
raw cotton component in rupi.ho at the r to of excl:ane prcv,3

ing at the time of the cotton purch.se it 3so is my under
stOr:ding that the StOte TradIna Co mpony or co pani cs price the 
Imported yarn to the de;'hstic prccsc.rs at aa rupiah price equi
valent to that chareod by the pr'vato impor ters. This in turn 

http:prccsc.rs
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is bused 0" the cau.'c:na... eatop].u'a scm>: adju:a tmc nt for an

tic .pa ted chano S. 

If the o rMa.Me c uiangc1 bocncuno uY Mnf i0e. it taknsa Lion, 

moire rupiahs to buy a dol:.lnr of fu± i _'n e:change, the State 

lmportcr ocucs wh.t i i .] cl3 an "Inflat ion Irofi t,' By 

the sa=r rnscaculn, if the con, i a] and p:rovincia. govcrnnt1 

price yarn at or below 

price of 3.3jO2..ortud yain, thoy also w.ll. secure in "infla tion 

profi t ? 

Indonesia exp.rienccd hypor.-Rinf)aLion lin the latter part of 

the guided ecacrniay per.i od, and pr ior to that the mcney supply 

inerc cd at a your. The now re

spjnning E:..l slightly the current 

about a compound rc, te of 50,0 
gime .s striving to the ontral governmenticiespcratey balanc, 

budget end hal].t the inlJation spJra].o The ei.a t'ng arrangement 

for the pricing of cotton to the sp :Jnn .ng nill.s appears to cre-

ate inflationry prices for yarn because cf the cxis tence of a. 

small amount of private yarn imtports. The Implication of this 

for future po.licy will be discussed In the section on lFolicy 

Recommendc tions 0 

The Yarn Market and ]ricin Pine tics 

The ucy which current ret of both domesti.cin the mora prioc 

and Imported yarn tends to be dotermined by the current landd 

cost of privatcly imported yarn was expl.ained above . Here I 

sha.l deal with the terms of sale of government yarn. As I 

understand it, both the State importinE conwronies and the gov-. 

erinent spinning mills se..yarn on a "cash and carry" basis. 

There may be sore credit to certvin customers, but i.t .smy 

impres ion thait through 1.967 at loast therp was little yarn 

sold on credi t. A:lthough I did not have an opportunity to 

mcet with officials of P.N. Bordakeri., the chief importer of 

"third countr'y" yarn, some of my other soure:s of inforna tion 

led me to believe that the State importing firms, at lceast in 

pricr years, wore slow to pay the Iiniptry of Fin.nce/uent'al 

Bank fOr the yarn. To the extent that an importer or a govern

mont mill is slow to pay the Eini.stry of Finenco, ;n t' l Bank, 

to that cztent the central government current budct po.si.tion 

is i.rnpairedo 

As will be shown in mere dotail unecr the 'sction on Acccun t-

Qng },rct'ces, Costs and .ar;ins, yarn is by far the ]r'ct 

single element of cost, for c wevving mill end a k.nitting ME2]. 

When theso enterprinscs (predoninantly smn2. private firnra) 

must pay cash for yarn nd moet the current conversion costs 

in cas.h, they wi].l suffer a seri us dc:terioration in "real. 
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working cap:ta 1' if the pi :c" of I.LAW." fini:hed product doe a 
not move up with thc price o' yarn. If the -r:ce of tih fin

ished product in creases fe stur than the prico of yarn, they
 

will realive an incrcaaIn "real uerkin capital'." In the
 

hyper-inf .eLenof the last ycvr a of the ruided economy the
 

n t to, almost ocrtainLy was the case. This v.n helied by the 

yarn allocation vulicy which, as I understand it, prov ided yarn
 

at original co.s;t and not at rep~lhcment value° This explains
 

why a license was so valua.ble , and why there lvay have been a
 

lot of Pmenipulation and some corrupticn in the allocation of 

yar n,
 

In 1967 the weavers and knitters, to'use a hackneyed expres.

sion, found the shoe on the other foot. In 1967 the plentiful 

supply of imported textiles of good qua lity and re.atively low 

prices put a fixed or slow.y-rising ceiling on selling price, 

and cor tainly reduced the quantity hey could dispose of at
 

the prices deter:inod by imported goods. They were thus 

"squeezed" between the relative fixed selling pr ices and the 

rising cost of yarn determined by the A.E. exchange rate, the 

long-overduc increases in the prices of electricity from the 

central gevernment power agcncy, PLN, and the price of diesel 

fuel from the state pctro.eum distributing agencies. Added to 

-this was the sharp increase in the cost of rice. As I shall 

show in the secticn on Accounting Practices, Costs and Eargins, 

ri.ce for the workers ins one of the lrgest elements in the 

cost of production for every government weaving mill and many 

private mill.s. Even when a private mill does not distribute; 

rice directly to Its workers and managers, it is under almost 

irresistible pressure to raise money wages when the price of 

rice advances sharpt.y--or suffer dotericraticn in worker mor-. 

ale and quality of production. The result in 5.95" was a so.

vore reduction in the "real working capital" of the weaving 

and sp inn ing firrs. 

The Pinishded Textile Earket and Pricinq Practices 

Therc appear to be two "layers" of wholesalers betwcen the 

smOI. textile pr ducr and the retailer. The largest weaving 

mills may have their own sales depr tmen t, but appa rently even 

there they must sol scmc of their output to a who.esaner . The 

few ecnversations 1 had with pri te industry executives MYdi

cated that both whol.sslern and retai.ers a ttempt to secure a 
margin of at lonst 30. o1 Mc un, or,e price, and if possible 

,cost. Since the cost pyirids from yarn throuah the wholeasCJe 

a retai.l1 marLgin of 10., while very low by the standrds of 
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westorn oo',J.cao. ...5 1 almrgu.nU *.a1. inr I[ndone whn rC a-L,, A'a 

ted to the wage and sal ary le) . The re:su.t is that reoi.l

ing units a[re u'ue]:y n:eiool, and in the sm;s]: towins and vil... 

lages are vary smKll indeed. ILn 3i:. fo'r cxarloI.e ,[ bougtli 

a handloomud 1":inusc sarun', at a =a1 re tail s.tal in one o' 

the ppaars in Duen J a sar , the lar ree't town.* I paid Hp. 25) f'or 

it. With a :0.; ruxkup the reteA3r raa.:i:;ad as much from that 

one sale as the weaver received in waves for one daIyl 

Within a,day or two after we arr Avd in ])jkar ta my wife accom

p)nied a frJ.end to the now mrlet called Pasar Sen. This in, 

a multi-stor.y bul.id Aing of r a--a nfor ced concrete in whAch there 

are over 100 small shops or ENt:]3s, of which the largest per

centago sell toxtileS. IndonCsian uoii wi.th my wife wesThe 'nt 

enthusiasti.c oout the abundance of imported itcms, the good 

quality, and the lov prices. A few days 2 ater my w'ife and I 

systematical~y sampled the tex tilc sta.ls a t the same ;market 

with the viou of comparing the prices and qulity of domosticea.

ly produced textiles with the priccs -and quality of imported 

textiles. We feund in every stall vis!itea that th; displny 

arPe for domestic textiles ocupied a very smanll percentage of 

the total trca, and was unfavorably loeated The Indonesian 

textileN were of extr e ely poor quality and obviously ware not 

sol]ang, Conversations wiith the clerks conf irmed this. 

When I was in BandunE my wife and I found the sar situation. 

When I travelecd with the K,!. team ue conducted more extensive 

Investigations in Bandung and other ci.ties nd the KSA man 

bought samples of the various Indonesian textile products. 

They will cover the:r impres a ns in some doteA] in their re-

port. Lere it ~must suffice to say that we appear to be in 

agreement that the Indon2sian yard Vocds we saw in the market 

and at many of the mi.ls, large and sm:al., were of extrceme 

low quality in every respect, The 1S;A men sAid tha't in the
 

U.S. market such cloth would be regardcd as "waste" or "rags" 

and would sell for about the cost of the yarn. ! would sti-

mate that in the middle and upper-class markhet araeas in the 

large and med.ur,-sj.zcd toins the Indonesian stock of yard 

goods was less than 55 of the total stock, and the turnover a 

smil. frectJon ef thrat of the imorted Foods. 

The imrli-Mcantids of the l.rge stock of imported textiles of 

good quali ty and rc1!tivey I.cw price in relation to the sma.ll 

stock of domes.tic textjovs and tMeir infer ior quality 0'i31 bc 

deal with under the enerna. s-.jel .-,cyof HecormAr t.ons 

unaer the headinE Can the ])ove t ine ./nvAn, and ;nAttAn g Indus-try, 

http:oo',J.ca
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be Protected by Vigh Import Duties?
 

hJ1"#t4/
 

I have neglected the bo tl.k indu:try up to now. This is because 

it repr'esents a com,]bina:ti(:n U wcaving, and finishingof spin ning, 

as w ].l as a somewbat unique ma:rketing situation. For those not 

familiar with the process of ma ing bat ik c]oth, it may suffice 

to say that the dycig proccs is vithout doubt the most labor

intens ive and dyc-cxpensive in the wor.d. On simplo economic 

grounds and by western industry mosures, the Indonesian batik 

process Is an aneachronism. But Indones:1a is not a western coun

try. Batiks orc a "traditional" item of cons dorable importane' 

in the indoaenien cultureo By definition "economic dovelopmea' 

implies substantial changes in traditional values and tradition

al ways of doing things. Also by definition an impcrtnnt bar-

Her to economic development is a dceply-roctcd and pervasive 

resistance to change in traditional values and ways of doing 

things. 

As with several other parts of my study, the events of the last 

week or ten days in Djakarta completely eliminated the tixe I 

expected to spend with the G.KoB.I. (Indonesian Batik Producers' 

Cooperative) executives at the head office in Djakarta. Not 

having the benefit of their views and their statistics, I con 

soy much less about the batik industry than it deserves. The 

followin' generalJ.izai;ions are based in part on cur experience 

in buying batiks in 1956-57, and in pert with visits to batik 

production units then and in 1959 and 3960 in relati.on to our 

visit to the cooperative in Fekalongan, Centrl Java in Janu

ary, 1968. 

In general, my impression is that the quality of work manship 

of batiks we saw this time was substantiaily belo. that of 

those we saw and purchased in 1956-57. This is true of the 

cloth itself and of the batik dyeingo The few Indonesian 

friends with whom we discussed bati.k quality supported this 
genera. impressicn. I attribute the decline in qulity of dye-

ing. to the demoraiization of the long pcriod of inflation. Ba

tik mWking is a sr:a .l.-unit handicraft industry, and the employ

ers seldom provide rice or other essentiol cnrioditics, and 

seldom provide housing. !ony wages spnp anLJy have always 

been low, par ticularly for the wor-n who make up the m'jority 

of the work force.
 

At the big WKB Iin tcfrcted spi.nni/w ca v :nt/bieachin mill 
at Eeda i we were to :1 the t the outp.t of the mil. at full co

pacity met only about IPQ of the ca mbric requiro nents of the 

batik industry. Tfen per cent sco:a .ow to me, however. 0 oKoB.T, 

http:relati.on
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opertaes 50)O loon Me= three sl t'sL-a Cay, Since I do noL 
know the an nual yardage of batik production, I cannot chack 
the 10$ ennim.tc. The prov:inclol ,.uo',ernmo nt inte grated spin
ing/we avg mill, Txin at TuXal, Conttal. Java is r e ported to 

have produced pr iiri.]y dyed blac k jein cloth for sale to the 

tarnis (frrmurs) under the formeor ])utc ownr'uo it now produces 

mainly cambuicfor the batik industry. It does not b.each its 

cambr I and ap.nrontly it is not b.enchod before dyeing, and 

tho lor..v bestgoes .ntc oe qual.i,ty batiks, The batiks arc Wa-do 

with imported cambric. The Nethor lands' formu:rly supplied all 
the cambric for high-quality bat iks, but we wcre infor:d that 

now most of the ca.bric cones from Japnn, The quality of the 

Netherlands' cambric is considered superior to th.t of Ja:.n-

ese cambric for the bn.tik process, but the Japanese have a 

price advantage. 

Although the batik industry is considered to be "deprcssed," 

it was also thought to be "depressed" in 1.956-57. in general, 

I believe it will be a declining industry in the future, but 

that the decline will be relatively slow and gradual if the 

lonL-stnding policy of completely prohibiting i:ports of print-, 

ed cotton with traditional batik patterns is continued. If this 

is so, the gradual decline will not pose a serious threat to the 

Indonesian weaving industry. The quality of batik dyeing may 

improve if the economy of Indonesia is stabilized and the puf-. 

chasing power of money wages stops decliningo If this desired 

result comes about, it Pay be possible to raise real money 

wages and improve the generally bad wor king conditions of the 
batik workers. If inflation continues at somathing like past 

rates, I see little hope for bettering the real income and 

working conditions of the batik industry. Poor quality may do 

m'oe to hasten its decline than high prices. Another long-.term 

factor working against batik is the .arge number of young people. 

I anticipate they will brea 1 more with "tradition" and wear 

western clothes, especially if output continues to lag behind 

population growth 

IWportod Texti]2;s in the Indonesian Market 

Data en textic i.oorts are shown in Appendix Table B-7. Ja

pan usually Js the chief supplier of textile to the Indee

sian :arket, but oth.r countries appear to contribute .argo 

amounts when political ccnditions favor theum. The ch.c eox

porters of toxti.en as "political xror tcra" have been the 

People's Rcpubl ic of China, Riu ia, and Hong WE,.. The recen t 
movement of capital from Wnong Kong to Taiwo n and Singapore is 

reported to have made Ta .ban and Singapor o siSniCi¢,.ant factors 

http:toxti.en
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in the c tu: tua.wan for yared1967 import pAM= yar n and noun 


goods, Sltaporo for yard goods tnd rcdy.-imado eo thingo
 

Give1n a C i; tnun 11tion of the Suchalet'to govurnm one miny as-nn1 t 

sume thot the sv'.jor 3uppl eicaus w:ill be Japan und lion ; Kong, 

with Taiwan and S:Lngapcu, also slor:ing, Each of these coun

trise will b poli ticail e,iprotcrs," but in somewhat differ

ent ways. It is likely thut Jalipnneoe textile cx';pocrts to In

doncalan will be fi.nncod laryE I'] through son for m of govern.

mont cr cdit, p;: enticul.rly in 3968 and 1969. Exi:,arts from Hong 

Kong, Taiwa n and Singa)or e probably will b on a privste fin

ancirg basis, and may well depand on how they cas out with 

their B.Eo Credit exports in 1967. 

Two major factors now appear Aipor.tant for -textile import pol

icy in ]968: (1) the site of the stock of imoorted textiles
 

already in Indonesia after the Lehar an period of oarJ.y Janu

ary , 1968; and (2) the tariff/credit policy of the Governrnt 

of 7ndoncsia in 1908. With respect to the first, the Direc

torate General of the Textile Industry estimated the stock of 

yard goods at the end of 1957 at 107 million meters (Appcndix 

Table B-6) This is about one-seventh of the estimated con

sumption in 1967. Given the method of converting domestic 

yarn consumption to waters and of conver ting U.S. dollar F.O.B. 

imports to meters, one should use he estimates with cxtrene 

caution. With respect to tariff/credit policy, one way assume 

that the ME. Credit System will be modified or eliminated af

ter the iate-1967 early January-..968 run on foreign oxchbngeo 

It is my personal view thnt the sharp increase in the B.E. 

rates, particularly Unal (the morket wasB.S m "freest rate") 

the result of efforts by the textile importers to "cover" the 

reported credit imports of about lJ0S. $60 million. It is my 

understand ing that ate eember or early January was the last 

period for paying for the imports. It may be argued, however, 

that some of the importers did not in fact "cover" their com

mi tmn ts. Thi s is true if such importers vece Chinese who 

were in scNe may asso associated with the exporters in Hang 

Kong, Taitwan, nd Sin gapore. Such "fami ly" relationships prob

ably ment that the Indo'esian importer.would not buy foreign 

exchange if the pr.ice in rupliahs was considered excessive. 

They could postpone paym::nt until 1968, rel yiRE on some c cm

binaiJon of ,tabil'zaticu or even dee)inc E.B.oin the Un.infato 

and an increase in the pre. c of textiles in terms of rupiahs 

in Indcneslao 

Lacking lef about Die extornt of tex UtNt infornci.tion ei ther j 

stocks in Indonesia after Yaebaran or the anount of or edit still. 

outstanding-, it will, be difficult for the Govcrn;ent of Mnden
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esin to forcast the offect of chi1,(!.' In el thnr import do

ties or ULe B.1. Cred:t. St;stum. i h:;l. dscu: a the pos: ibl

a.tornly a. in tho sect1; ion on 'olicy Fr oblehns and - cc lwnd a-

t.onrS Since Japan in cxlectud to be on5e of the largest con

tributors to the foreign claiangc cred:it pool. of U.S. ;32.5 

million bl:ing r cquetcd by the Govur n,:.nt of Indonesia for 1968, 

it is to be expctod that it uill. have a str ong interest in the 

tian countries is re--inforccd by Chi0 2asi shopping and Ea.stcr 

te,: til.e import )lvn of Indnon-s5in for 1968. 

"iLebar an" as a Fac tor in the Indone ian 

Textile IKarket 

The industria ized 

climate zones and. 

seasonal variation 

cou

so 

in 

ntres 

have 

the 

are 

distinct 

textile 

almost al. 

"seasonso" 

markets, 
t 

in 

and 

the 

This 

this 

temperato 

makes for 

in Chris

shoppinp. Indonesia is in the tropics and so does not have 

great temper, turc variations to affect the textile market. It 

is, however, a Moslem country, in the sense that about 90, of 

the population belong to the Moslem "clio. In Indonesia 

the end of the fasting month is a holiday per iod called "Le

bar an." It is traditional. for the Moslem population to buy 

new clothes for Lcbaran, to visit relatives and friends, and 

to have family feasts or ce.cbrations. As a result of the 

traditions associated with Lcbaran, the purchase of textiles 

for "final consumeiption" is done primar ily in the few weeks pre-. 

ceding Lebaron. I do not know the percentage of annual, sales 

concentrated in this period, bit I believe it is more than 

509 , and may be as high as 75? It is asserted that most of 

the textile retailers arc Chinese, and that they to ke advant

age of the Lebaran season and increase the prices of textiles 

and food. I have heard r ather frequently that the price in-

creases may be from 50 to 100;. 

Lebaran came shortly after the Now Year for 198, and there 

were sharp Increases recorded in the prices of textiles and 

food, particu]ar y rice. To what extent the price inerca ses, 

par ticul.rly for rice, reflected standard Lobaran practice, to 

what extent they reflected a real shortage of ricc, particular

.y In Djah'irta, and to what extent they were inspired by poli 

tical/eco.onii.c cons idera tions probably w . never be know.n. 

What is j importanat, however, is the fact that for perhaps the: 

first thrc.e qunrtcrS of 1958 effectiye demand for textiles in 

Ind onusi a is 3i].:e y to be lowe This, corui-,ned with the possi' 

bly large stock of irported t.xtiles, is lie:ly to brin' about 

a continuation of the ,r'sernt dcpression far Inden s ian text..] 



produ ctLion At tIw sri,. iie, it ;houl.d prov idq a brl, thl. 

spa). for the Gover nmen t of 1[d.lono: :la to rev .sa its textile 

polcIs 

ACCOUNTING PRACTICS Q rff
 

A R F.NS, NNS A T. AXE S I N. TE
1 


I N.)o.. PO-S TAN TEXTIL.. IT.)U-.
..... N]U- S9R-. 

A ccoun t:'!" :rac tics 

Financial and cost accounting practices in.:indoncsiu are do

rivod from Dutch accountinm,," with scmc tjmre lago This is gen

crally true for all but the for' a irn Bri tish and Amne ricnn firms. 

Dutch accounting, and financial roper ting in ma-y respects is 

superior to British and American practice. In general, i t is 

morc detit..Jaldc, and ses'cs a 6istjnction bet-.-ocen "fis'cal" and 
11firmnc lal. profit, loscl profit is the profit en i hich in

come taxeas re coa:puted, tard f innoisnr , profit is ilwhat the me,!n

ag_,euint/oine s consi.der to have been rep].ized, This di stinc

tion, of course, is made in Br itish and American aceountinrl, 

but not so explic-itly in the Income St' teraent Ls in Dutch (and 

German) accountfingo In generl, ffiscol profit is coriputed by 

using certain "actual ex:penditures" in the tax year for which 

"reser ve accounts" a)C eimlployed for financial accountingo Thus 

the expense for estimatud bad debts, repa :tr of fixed assets, 

v-r:nagement and cmployee bonuses, etc used in computing finan

cial profit would be creditcd to the appropriate reservc ac

count . For tax purposes the entrics would be reversed and i-ho 

actual payments durin- the tax period arc the exp.nses doduc

tible for determining taxable income° 

In making industry stud.ies in Tndoncsia in 1959 and 1960 
followed the practice of r caes tAng cost and financial stutte

i:ents fton private enterprises, but not drotinding such Infor-. 

wet. cn. When I was doing wor -fork the Gcovernacnt of Indonesia, 

as I did in 1960, I often ,,:as able to obt!in extensive cost 

and financi.al dtLa f'r ~,-l the g overnrient en tarpr-seS In .959 

and 1960 T never rec.ved c:i tl:c' a cost st!!t.meont or a f.i.nan

cial stLtt:,:ent f'rom a privtr. tri.t.ion.l entbrPr'is., hut I did 

from Ilmny ":it2 fern i rn enter -,r .s. 

In the preSncrt sturdy (i' the Indori :ia Tox:tie Industry I fo.].

lo.ed ny Pr n of. r eque, t in but not dc*i,mnding costp99-0 Licc 

and financia.l stateaents fretr: the ]rivate nations) eteruriles 

http:financi.al


we visited. 
 The I'a ct that tho study was a joint Indonesi r.-
U.S, Government projeeb hod thu happy result that the rcpru
sentatives of the Directoputo (General of the Textile Induntivy 
who traveled wi th me alone n nd ].nt wi th the HSA team reques
ted cost and finanuil stot(mo:.fnts from nearly all the Centls l 
Government and Pr ovincial Government cntrlwison vis.ited. The 

,overnpuant enterpcises mostwere cooperative a ad helpful ii
 
providing cost and 
 financial stutaments aand in discuss:ing their 
cost and f inuncial problems. It is a pleasurc to acknowledge 
their help. As in 1960, however, ny hihts concerning cost and 
financial data from private national firms produced no current 
statements. Many of the executives, however, spoke freely and 
frankly about their practices and problems; and so contributed 
substantially to our undersa tanding, if not to our collection of 
documents 0 

In few industrial countries is cost accounting standardized, 
but it often is- fairly standardized within a particular YnOus
try. In Indonesia I found no standardization at all in the 
textile indus; try, even among firms under the s amc ownership/
 
control agency, Bccause 
 of the lack of uniform costing methods,
 
the task of reducing cost and profit data to even reasonably
 
comparative form was time--consumain and frustrting. 
 I be
lieve, however, that I was successful in reconciling the data
 
so as to bring out the general 
results and the policy implica
tions. I obtained both cost 
 and financial statements only
 
from some of the government spinning mills and the three 
 in-
tegrated spinaing/w.av ing mills in Java 0 Cne of the 
integra

ted mills is the batik.producers' cooperative mill in Medari, 
Central Java. 
 For this mill I secured cost statements but
 
not financial stalemcntso
 

Profits in SHinin and Sn innin,/ 

Weavinp nterprisus in 1.966 
Four government enterprises provided financial data for the 
year .966 Two of the enterprises are spinning mills owned 
by the Provincial Government of Central Java, Tjilatjap and 
I)jantrao Tjiltjap is 
the :lyrgest spinning mill in Indonesia, 
and Djantra is an old mill with a very bad locaticn0 Two of
 

.
the enterprises are intogra ted spinning/weavlag mills, Toxin 
at TpGal, Central Java, and No bitex at Pasuruan, East Jove, 
In Indonesia all governnat enterprises are set up as separ tc 
corporations and subject to the SO11nco'e tax regul ,tions as 
private firms. Ti data for 1966 are shown in Table 6.
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TextiloIncom Stateme-nts for Your in 'ndones EnterplIsan. 

Yeur 1966 

(N a . R u p i. a h s) 

Type and Name 
of Entcrnriso Sales 

Taxable 
Income 

Income 
Tax 

Profit 
Income 

afte. 
Tax 

Spinnn N:i ils: 

TjJI.atjap 90,608,475 30,112,712 17,992,628 12,120,08b 

Djantra (Sales 
estimated) 31,000,000 6,193,034' 3,640,822 3,552.,212 

Sp inninp/W cov ine 
Mills , 

Toxin (Sales

estimated) 60,000,000 34,539,250 20,628,550 13,9.0,700
 

Nebritex 51,793,71[4 33,381,512 19,933,907 13,!.017,605 

The year 1966 was a relatively poor year for spinning enter
prisces because of the shartage of cotton during the first part 
of the year. 0 the four mills listed in Table 6, only one 

had a profit estimate for 1967 at the time of my visit. This 
was Djantra, the l.east efficient of the four. It estimated its 
financial, profit fop 1967 as Rpo 5,123,464I compared with a fin.
oncial profit of Rpo 6,193,034 in 1966. It is my irprossion 
that the other three mills will do much better in 1967 than in 

19660 

In goner al, the integrated spinning/wcav nE enterprises secured 
more profit in relation to sales income than did the spinning 

mills. This sugests that the effect of tk3ng cotton into 
cost at the rupiah price in effect at th:o "im of the P.Lo 4800 
contract and sell.inG the yaern or cloth on the basis of the 

current B.E. rato for imported y.rn or cloth produces very 
substuntial "inflation prof tso" Although the Indonr Snian in
come tax rate is high for poimts in excess of Rpo 1,000,000 
(60), there is still a "leau.:ge" of at least 405 in favor of 
the governmcnt crpcratltors end aainst the Ninistry of in
ane. The leolpage is in fact morn'th-n 40. because the pro.
vincial governn:a:nt mi3s poy P sW les co.w:ission to the pr ovin.
cial covcrn:cnt "hodrm;' cor porrii on" of h! of sale.s, and ap
parently the control] governmunt m.i]s I:qy at least 21. 



BolenC s and It of.I1-f o 

,Jsr cc. s.i i N 2,i21:
, a L:i.a --.l%7 

of g t mi:;1 wosa b].. securc 

income stutucnirt.s for the monih of Octuber , 1967, and for a 

third for thu third q(olrt err attemptcd to convert the data 

to coDpirativo form by: (1) val.uing the actual output for the 

period at the e uirent prices for yarn, and (2) by using the 

monthily averuge figures for the will r epor ting for the third 

quarter (Djnntra). The results are shown in table 11. In pro

parlng Table 11 1 shixow the "cash costs"' of podoction under two 

groups, cotton, and conversion costs. The government en terpri. 

sos in Indonesia use a category of "indirect cost" called "Be

ban SosiJal." This cons:isit chiefly of payments in kind, chief

ly rice, but a[so food and drink at the plant, medical care, 

pension provi sions , the L]baran bonus, including clothing, etc. 

Depreciation is shc..n separately to bring out tie effect of the 

age of the mill (Djantra is, for practical purposes, fully de-

prccinted, half of Tjilatjap is fully-deprcciated, end Lawng 

is a now plant). The data at the bottom of Table 11 express 

revenue and cotton in terms of a bale of cotton used, and show 

the percentnge of rice in the total rupiah value of social 

cost0 It will be noted tin t the central governr::ent mill at 

.Lavng had much lower "social cost" in proportion to total 

cash conversion cost tian did the two provincial goveannent 

mills. I did not visit Lwang, so cannot explain the differ

onceo 

At two U i. ouv(.ien :i11MIinh I to 

Cost and Output Comparisons for 

Three intefrated Nills 

Tables 12 and 13 were prepared to illustrate the differing sc

counting problems and effects when integrated mills havo dif

fering dugrees of "balance of facilities" and of "product mix." 

An. intoegrated mill is said to be "out of balance" if it is able 

to produce more product in one process than it uses in a sub

sequent process. The product mix differs if the final products 

of the mills arc not thn sriroe The three mills compared in 

Tables 12 a nd 2.3 are the batik coopors tive mill, G.?toB.Io at 

NWdari, the joint Centreal Governcn t/;ritish Mill Nebritex at 

Pasuruan, and the prov ncil [overnl.nt of Centra. Jav a mll.. 

Toxin at Toga2.0 The G.K.. ,Io mill Js the bost bo2a nced of 

the three, in the sense that it .:s designe. so tW' t it hsO 

just enough l ooms to baWIND the aver..: outiut of the ,pinn.n. 

rll, but the blenching plant '.:aus iegscc'd to not oly bleach 

all the output of tie Soma but tha dLI. tionM. cut of t~o 

http:overnl.nt
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p'ofi.t St1 1 for cc Sp:I.nu:] I 1.1I..sr.2nt rjjh .o 

UlJsn Currr't, Sa:l.cs V:i..:, of Produc tion 

(000 N.cu Rup:iahl:J) 

T j:fa tjip Djantra Lavlnng 
October Third Octobeor 

1.9o Qurter 1967 

Rev enuc 

Sales value of 
yarn prod. 58,166 9,189 11,862' 

Sales of vaste 
prod. 1110 130 118 

Other - - 230 - -

Totcl 58,576 9, 714 11,970 
Cash Cost', of 'rod. 

Cotton ko, 5,705 6,028 
Conorvo3S.on cost: 

SceiaJ. costs, 
chiclfly 
in ki.nd 

paid 
1[,6611. 1,51I 182 

Other 7 ,351,3 1,321. . k64 

Total Cash 
Conversion Cost 1.2,01.8 2,862 1,827 

Totol Cash Cost 52,5o:1. 8,567 7,855 

Cash Mar in 6,075 1,182 4,115 

Dopreciat-ion I[2 2  9 1,037 

Opeorating Pr ofit 
before nsna;,c
mnt foe and 
taxes 5,653 3,171 3,078 

Ap oxIma tc no. 
of bales of cot
ton used 1,980 4.50 

Avergoe revenue 
per bale of cot
ton used 29,583 21,665 29,000 

Averoge cost per 
bale of cotton 
used 20,450 12,65 0 ]!,600 
Rice as a % of 
sociril cost 60 50 

413 
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I'hy:.v..,)_-. ).!..,.d. t;.c I) -' 'i. '1')_'100_": In to.'u. rna to cd..i c . I Lo 

I;. 11:*,'' nl1-~pInI w v 1In 1:1 0 OL: r r N ov c;a nbo v, 1967 

GKBI Nobr itox Toxin 
Four .jols
end ijnr 

Oct., -1967 J/_/ Ik7 Nov., a967 
phIc Pr oduc tion Da ta 

Cotten usod in spin
nine, in hg. 101,786 1.67,053
 

Yarn producod in
 
spinning in kg. 88,51. .152,800 l3-,233-


Yarn trznsfcrrcd to
 
wcavinr dcpt. in kg. 60,538 52,084 ].35,23).
 

Surplus yarn produced
 
over vwoavilln, lui inl
 
kg. 27,973 .00,726
 

Cloth Iioven: 

in mctcrs 793,1.28 

in yards 537,1138 408,829 

Cloth fi ni:shod: 

Bleachcd - yds. 395,55.- - - - -

Cloth dyed as 
black jeans -- meters 298,790 

Cloth prc duced and to
 
be s-Id a s gray goods:
 

in o ters 194,333 

in yards - - - 1[08,829 

Apparent increaso in 
inventory of unbleached 

8 8 7_cl.oth -- in yards PL'. 
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Table 13 

Pr oce ss Cog't/Now.. Sh en~t8 ( InN22 P upSIghl) 

For 'jhico ]ntThrated 'ndo" i' Textile M.nn ills 

.c., c. -a_' . -ov ! 2bc,219 

G. K. B I 

Item 	 (Monthi of Oct., 1.967)
 
No. ExpRt1f 	 SAIDlflifJ3.!L ny ?najL! lea243In 

I output i~n Units 88,5110kr. 57,438j. MINNy. 
1p. Rp. I(p. 

2. 	 Raw Cotton Cost ,7 813 

3 	 Cost T ansforr ed 
from Prior Process 5656,990 6,90237h 

Convesion Coot in 
this Process:
 

4 Soca.. Cost, Chic.fly
 
in kind 1,323,930 1,618,839 3)47,320
 

5 Other Cash Costs 2,007,500 2,025,150 644,2.
 

6 Dcpre1Cc:'h ti oilI9307736 3,K 

7 Total Conver plon Cost 3,h8O,730 3,72.,313 .,,.: 

8 Cor sion Cost plus 
maturi l Cost 8,05a,869 9,378,303 7,933:89c 

Cost Transferr d to:

9 'ext Procenss _56 _(990 6,902,373 

10 Finished Goods 7.,933,896 

11 Chyngo in Inventory 2,}01,O79 2,l73, 92 9 

U!i1 t C,'t ,:: 

Cost per kg. of
 
Yarn I',oducod: 

Raw Cotton 	 1-73 
Conversion Cost 39.32

Total 	 " J(
 

Cost per Yrd or: 
.eter of Coth 

Pr oducd: 

0.52
Yarn 

W'cnv 	 rig 6.92 

To Lal 

cost per yvd or 
Io tor of B].Anch" 
irig or ])ycWi.,3 

CIoth 	 17 .5 
2 .60Blea c i n/Dy/N ingToW-1].}T~;
 



N E B R I T E X 

(11.wcok end /4./:J-1./7) 

.....112.-1 a'vrip 

1.5,2,6oo01r !o,8 2 )E. 
Rp 1p. 

39Io 

.3,667b52i 

776,159 1,31-5,330 


3,IO,.3O1[ 0 .1,825,4 1 3 
2 ,663 o ooo" 

. [.'1.3...3, .5:62,82 


i0,478,632 6,818,343 

3,667,521 


6,818,3(3.042 

6,811. ,l 


39.52 

29.05 


8.97 

7.7.1 


T E X I IT 

(Month of N'tov , J.967) 
s , ... i. D 

135,2312 kp,. 739i.._. 3()!1!/ 
lp. ip r.
 

7,8 25.,75
 

]J2 ]3pl i0]2 ,76..,80
 

769,697 569,933 NjA. !
 

I,716,553 6,317,769 N.A
.A . ,A .i. N,1A. 

2186,250 6,887.,702 ].,2 ,;c-, 

10,312,008 19'111 )703 .oOL7T, 9 

2 131,00. 2,6 _80i
 

l, 1 , 93ai~6 L o
 

57.87
 
3.7.65
 

15.29
 
8.68
 

18 .;



4l s 0 CC t~~~'ill rt1 nd f~ior< thoOilhe to o 61 ank~oher. 

much moe swit~o'IAJ ediuc Ih9ni t h na~ 'ibJ tt)L ccty. c,a 

dl f o~iils, r.a tcue othoyax ii for liJWNl Ian anothe foishn f 11 
ithois f or cii. b i' VahnSmoody InboLno Tf he a Texi, asg"-' 

" 2ox'iginaly do i~.gnod by the Dutch' to p~roduce [A cheap clo th 
cNalIlod l~blackr yoans" :f'or the foillxmor s~ This. product is C1ed 
btit no blace T0 mioTm prodk1'_6s chie fly cabicfo 

thb- '-The' miltryb.co
'tebtiltid~ ty Both Toxi~n anc!Nobx'itex havo old loomsi, 

a nd thecy tire a: mixturc of,,sitgl~e width an'oul idth Ioonis~ 
Toxin -roducad six di.f'cre'nt ktinds of clotUh 1n Novem ber, Ilo~ 

'Nqur inL thvce d.Lorontcount~ of yarn, Only one *kind of cloth, 
Sof Uhe o'atput, w.as dyed0 In the four-,iookiperiod ended *No

vembcr 1967 the mill at Pasur ian: produc cd three difront 
uoutnt s of yarn, in two diffor ant forms, cones and hionks, and 
produced Cfr 'different' grade. j of cloth, nloml of~th1W ,I no wJd th , 
and two kinds were~och produced in tw~o different iiths, TW 0o 

'of tihe mills~, G.K.Bl.T.' and Nebxj'Ltox, measure- cloth in yardS; 

1.ti Toxin menstires' it in meters,N'nd 

Given the jonormous variation in iritcgaation and product mx 
1'-ny comiparison 1beti-on cdosts or output for the throe mills i 

bondtobeunsatisfactory. Th' copaio -providea by Tablo 
13over-*nimpl'ifies by usin! 'a' common~ donwuinator of iciloL!ralno 

of vweight for -yarn and'tt3 q~ ri,,t~so ot voaioanm1 finighin, tolyrd rrtosocotf' wa-Yn 'Give)) the' problm.9 'of reducing output to a 
common denominator~ in each procons, the unit cost data providedd 
a t: thei bottom of Table 13 indicatte the 4ii-pportahe of the cost 
of' cotton, 'and conernl variat-ions' in. effi1clency Of simlilar 

processes in terms of' tho convrsion cost per unit. AIthouEh 
'each. spinning! mill produced a, different. mix of yalrn,_N'~bitvx

and Toxin produced chiefly 20S count and G.K0 3I 5/'L 0
 

annd )1/9 of' 36S Ycirn.
 
-For those renders not fiimilliar with process manufacturing and
 

p'ces-o costinC. it is conventional to have''thc cost nitutoront''4 
co< 7' provi.do sopura to ditato for each procossecmplcycd. This usurt.11 

- is done by providiins 1 somtrate column for, och process, and ~ 
N~NNN-NNNNtotrXranaoc them in tlhr, ordoer .n which tho mterial moves, j., 0 N 

Nrc: fj).,8 in th frst column~ on the 'left and the 
N nlp ac ni the :lasjt columrni en the vi.Iht. In . Nal 
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tuvo O. thio )j)AOlltp ht1Iv6 three *Lto, pr]flc(q9.5)&.3 a 1)( ono hva~ 

QUd ho. f h4~~,rs The> 
aeeo unJl, of3no;'ti4 bheuOitOI.ov. *:fb~thw intoCC 

V or- et.he -n r. dl1 41a 

Pit ttherXLAWcottonl oo3t o'tho 11)flninoladpf'tmerlt 1f1 the sC 

ond II ndnC the third, lino shows the cost tronsf"crved Lito 

Woeilnf,! nail fnishiqr during; the, peri-od Thusif'r :lo, s yr t 

trans)f crre d to~wceavinG than is producod 4.Jn the* np~iningi depart
41-n,th mon of' yarn cottanfri to avin" o itemn 

3 dI.I be loss then the totni cent~ of yarni produccdIas showni 

by i tom 8~In affect, the oemcunt of 'item 9 for 3pinninS is9 

the amount £co: item, 3 for veavinc; and the -amounit of itetm 9 
fcor voavinB is, -in turn,> the limount of, item 3 for finishil)L 

F'or a particular mi:l in effect, there shoul~d be'asmsny d'if 
fLeront sesof tI.o or tI-XCe. columnB [IS"here. re separaqte p~rod-

K:~ ucts produced ini cach )recess, Evory 'Jlant involved hasi so 

varia tion or this: nri ytm 
A fia .odis inorder about th theory of inventory move.

ment rpoe in conptr\uctinr Tablu 13,. h ~vntr ~or 
i~s called ot--in-first-out or L1F.O. l hc lnsapae 
~to use thin mothod, and it is apr~racfr terntoin 

.1 shia.l ha~ve more to sjay about an oxtenlion of' the LIFO theory 

in the policy roc ommena tions concerning possibl.e changes in"'Y 

the income tax rcgula,,ions.-

Incoe Tr:x Rvatos and Rotiulrions 

in Indonengic -

Indonesia uses a 8radua ted inicomeo tax, structure for corporn

tlttimn, but the r ate structure appcrs to havo been des.irnod 

f or a t.m vihctn thle price lovol. wais muc) :virta ithson 2 
- for many years. The structure isreportod to be as-follows, 

based on income subject to corporate inc:omo tax. (company tax): 

- - -
Tiaxablo, Income B~racket Tax Rvato .. 

10(,000o 
lj.0,OO90 
.0~l0,O0 
200,000 

to 
to 
to 
to 

-, ljo,000 
lOCI,000 
200,000 

~00,0CO 
-

3O(,S
1j0Z 

0 

-

500,000 
Oveor 

to 1,000,000 
3,o000 6o 

In num),for fiirms with taxable income in eceac3s of YRp. 1,000,000, 
the51,st mi:Llion 3. taexod t', ' an5fid the resnt alt 60;0'. :1n 

~ os?-~ tams of 7attrc ie.-n -foreian invzist'iont to the toytile ndutcy 
the Indoneion. corporation tax raoa is~ ver'y h igh,- and the. C~iist 



p 1oll 11Jh ),Cuo 1 to h vpuilusnLI ofp t!C -c~prc ->o on(10. 

rC p 

for P Ovnc of' coritb6 iOVvi Entorlr.J so s ~
 
0-,ic mil no tlhe owcsio trvnilGovorll-


Vof reporoted f ormu thn 

ditihto fana profitt af top income~ tax
 

20, to tho Gonorfl floscrye of' the E~nter pr iso
 
.1.2% ito the Emp:loyewo ofthe Entorpr.s
 

"')tothi ]riovinei&1, Govo0i n-r.nt f or i tj
 
- Gonral Fund 

3% to the Provincial. Govornmient for Pay

Mo~~..;i-nContral Java thi4jollow&?1g 1U01for 

monit of the Dutc~h Govornmant Clalm Pov 
Talfen -over Assots 

forSoialdcuatt1orl~use, resa bly by
the Bn tcrpr j.s a 

~oil f 1rx oduc Uon ]30nujo.s in the Entorpnri-e' 
Vi re did not por-mit detoilod enquries conce~mnL!ir tho buas is 

f or the formula, nior did I have timne to find out I.."hat for mula s *-~ 

are used by- other, provinc.1al L.ovor nmcn tsor by P.IT Sandan G fcor' 
the central govorrmmait spinning. mnills 

Inov-zti, th aov formula, one should hoocp in mind th t 

ho,2.dinsvcompany/Saiesa Deic;Y.9f or tho 'textilo millsh.: 
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* (1 Y k,4 I 	 ,, j ',4) 1 

"'f,tind4 0 iv 0 C,- n p -all'4~ PO,,V. 	 t a iiind 

______ 06,4 u 	 S : 5 . on iyp r p f or 1968 a d to h 
na.tions involved i i i"X"'". o ni3"'4ac o~ ritipportId j osia iny Lave) 

* ivcgc 	and implmning~'"~~ ithe, oveop Bsd ifio-or 	 Upan 

44 6~d~J~Gdveronment of thdoesTdia~nTAlo..nt r t' 

~~ 4;p betwoU ro'oonm torw tht thothe'32 	 foal 1.963, ad 
G4' nmn vit respect''4.. to'4 0cot 

.. iToed whih 	apearitne tr.t I-ndoeria prin veJ. p
Governo~ignd'plems nt nthe ~ lo~a f nolopm wthplan Baso' o 

impl thao teo ioin I O o, aho4'oll'tht'oei I salln~ Rtoasa..~ido 

tep tho makewinthre groulps.giso scoo sps;bc 

c mna 3no 'Inve 


InthG',.sarea antsirre:,t27th schie to 


I,4' P ,Tli ic, tpin- ftln;! 	 rtheto 

thoIL- 430 coton~vci 

havi.18 animteost the" textilent 6 indoesiar.:thre pcctlanto
nlM n tnyF th to n ,,!orI;~d B an 1, . li" 'I 'c it th .11 anot' 

'4 Tbes repi.r ran6oo issuo ihtoIbstitic frp ocsytle 
ind~lty,tha1t' ovrpewo proislll wio h timpotsoe dorIcshal 

t~~t'tOiiak'te ve laptg~ous' ~ 'cot 'as,, ospo Lox,ib 

-loPcyRecommendso t'n'vov lind th 

'I haarc 1nor,,aa ueohst ton ho CentralpBurnumofnt t~ce V 

hlavng an intridsut ofn ztlionsb.L~z' Itsarte' ntcnto-4 

alutoonetcr;y ln anridte "'rtd Bank'vly thIsoit theje 
4 des rqio curront and yarn, arid. that stic, orn tof tel 

te 

. 3'.ut'r,!')2 p e'fc tv t o Xu,t S 6a ec toe'i tintp or d)or atioi p,ro. 



~ 1t10Govol:~opi';IAV~ ric- JLL, ~tho0 ntik jrroducavs' 

Gov ru ndu3 4 r o~A As the so ti.on. on ~v Icctn~ 
*1L 2~C t~, 17 OQd0 i CtL , ti oqt sho1!a tho 3e 1e cn.,i .dov ab',e 

A<A 11?~J.oCkagL I of ~u ~~nfvovr o:C the -,ovoirmront and pyi j."a to' 

-cpnnlnpgnmills,:nd 1 N 131,diIaiJ. This a ,f 0 theA po ve I lie nt. . 

,7,, ~ budtd a~nd hoeoh 2stabA lization progara, 

SThe fact, that retof, the nvI spinning miD vwere puhased' 

fro I counicLO n the ai.d-givitg group, and, that a t 3.eas re.'"' 
th 11 hare ,.ne ludad 1in tnc Dutucleli Iim', aoalIsg m 

to mi to, gIve the ao1d-gFvtn1 ceritl (h coftor Icallad (Con-,, 
AAA .. soi tiu~m~rip tat h ci t 

6h~a nLg 'p'o.-it ion. Irf-plic'y .foil j,tefiitu c c pa n son of the 
Atex t- sli m t a J.ther. in the 

'An etl~nus~,j try invoalves f..ovA nve ,, 

f orm of"'mflxod forcicri/:nd one s.an fir'ms or all-for e ill f ir-ns, 

creliable and eurent n~eilt'Alcntts~sad1ei 
vwill3 be nccessary ,A 

e nlo thc 'var ious, problems a asoci u e iih'tojont i 

Steros'ts ,of theA Governrnowi of Indoncs-.e yIld Lho' con'sortiri Gr olps~i 
____A6-,-A : .I the~tbl.hment, of a ,uhremme nd Tx/i/LI 

it.This nhould bo a very small agency in terms of number -of 

,personnel. <It shmu3.d bGi Concer~ned v'ith r~jov policy and ad-' 
ministrative problons i-nd vith secur I I and p)ubl.1.9hing curi ent 

and zioliaEbJle stot stic&q onl the key indi cnttor,. of the textilo " 

industry. I believe' thr. t 'thi 'Text'tle Dc)olopment Aut-ho.ty 

houldihavo. several foroa.gn advisors, and thot~thiose, advisors 
shon.ld be provided by. somo~ in Lei! -- oveornment a'goicy or Foundtt

tior% frin' s-hould be i 

A "'~' 

he advisors not asoete 

,one, of 7,,the f or irmgo'gver nmen ts in tilhoi,enttum Gr oup , and A 

it SOII to MhO that thereO I.ILsb SXcA'vtinrcutiI 

~AAAAAA"'indu~str'ies or textile~~hiyanut~'a 'In addition to A 

fAorAoA n ndvisov for" thc Textlt.eoDevoloppe11t Authority, there AA 

A 'Ah nuitlbev dvio' tofAAA~A1ould;,be a" smvaU of foroign Pasogncd the 

of" TextilATechnnolorgv at B~andung, I2v is ..por ~ft ,i 
~iAA. i J .rl.4...,,itute,~tel~ y"it thie Te'xti~le ADO el~pin t 

A h0 IS i VILUA A~AA ~ 'A'' ,A' 
U111b 'i ~' u lfi a f fr rA s 

aAAA~A'" 2", r. e :oAni4AA'iraA' aA fA~AAAA' o aAA .Lsc a ti T0 .t D 

I£A(r)A',AA"A11 "'1ho '1 1Ao 01 t! o A'~ t A x'ti' Tc 
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s >i 

h i.:~~"~Of t 0*2f1-1 t0 1 t. L A'>A v;4 

oil-d~,,1z1 ~ ~ ~ ~ ~ ~ Jn,"mtlCv.~ 1)~~~~~F~ "ILIIIdoc tV 2 

4
th, )v ie'h udib rbie ,:m 1 ,c mcor""F/P'Lh.,t i ca 

ttlltc' ',Ath hit 2'S I~ctheoOe ff is o -,'s'a I ne In "me.is ud a d N, d 'to 

Stituto of' Tex ti Ic Toch nlo ogy- shouj~16b c'oneernd witlithc " 

.ehrit*"o c'' ical eclucatlon fu~nctionsu of the Inmgt.1tu to a nd onoe co n; 

Tjho. preci.no rpsponsib i Lt.tes of the TeYV l~p Dove opront Auth",

K'ority will depen-d on~ theo tr of the ,a gxc c iiient 1)otvoe n I~h,
 
giGovornmnt,,of ndonesia anid tjhc U.S,. Govcri nnt .i th,1 ro sp0c tF
 

to0 3> . ')180 cotton cind thad-countvy pro :c s 1.n )Lremo~ntsu,
 
and on the gendrol GoYcrnmnn o f 'Ifdonesia peJlioics drv the
 

f~ couvtc- of t.he dcve.Lopnrm-"-t Of. the, inustr'. I shon of,~future 
*'' er a -cil. c-s of rccoimmerEiti~ons.,c6rning those rwttor , a n('
 

then, re tuvn to -h sepena.bl.t.Litico ,of the Textile Devoloprarjilt>
 

Author iVSK in~ imPlera-ttlng thc:., reorimendaions,
 

- 2.,,oo~eCSi l Concerniri ,theL698 

2-ra Of'"hC ~U.S 
Government i-)ith resp--qt to ),L- )1.80 rBC11 s ht hy 2-pe 

scnt I'tndr tvamm'ction ," Thi s is an understand, 

AuIundor-"tand-thc. situa~tion,' tho 017-D.Polic y 

2 be olicy in torms of the, past senW .ivit of deovolopirlg 
'countries to Ilinvovt-ons of sovecrity" by f or cipm anid -L ivin. F 

niations .It is ily strong poru.onal viva that- the U.S.I.Govern-
Mnt has evoaly, hinered the ocnO1m011c- 'deVC.1oornen1t 'of 'Indon -"' 

c -. 'a by notj concern,,nr itself with what hnppens to the.9ur plun 

cor'nad.itlacs after Fthc'y reach Indonesia. 'I t is' my v iew ial s a f 

tha-t paclt agruercnts hove not pi-oteetcd the U0S, Govonment 
fom tho c'ffCt, of dovalua"nen in Indones!ia, and thatlr h 

r ont polic of tr-cat.L'LJ, sales to Indonosiv, as 'Istdols foi~F con'- F 

vor tiblo oo~ii vndcr 6'relit terms" tendsxcrhtinp Diberal 

to diSEgu2'P the -'CIAI. situation, This ~'osthat i:Indoneisia
 

F'"door, not stabilt/e its cenl y and deccopj aPSubstantial sur
 

8 ,plus' of exporjs Over 6urrxont impor ts, it ijill be u\nable to))
 

* o.'thoxr the loui intorost or tho -pr'incipal for 3 6 I8'com-~od

~ 'By 2' soIcl if' cor-s4j2''FV F2 F~,,~F tie'S, ' th1e rcanollnn, Indonoastn 'no t; stoabU 1.i. 

'is conony and dedolcop~ a substontliful c6ov t surphts, ii,.'v 
~ * unabWe to cot.ipletc payi-ntsL on .ti-jo cx ,L'L! Icn ,,-'torm dc~bts'be. 

-c~~h h 'Lt attem!) t. to6 ru ocI d111 Sinoce those :OIIL'-tc'riai , 

2 
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ur. 't G on.,-iooj :1111 

a 	 torest, a-n )r in 

ti1 0opu rch;so the Ile quiv ument th tha Ge ,or ient,; of Indl on 
0sia 	dopa si t.itin, ajpcja1ac'0jn in*3 Inc~onogiti -'erup'a6h 
v-~&lue of. the 	 jipurchzisc (1, im~' r Ie vant tAvnsport~iol ets) PtCOS 

a .0 	 f ocoaa the.:d ato, of' ptichoso is vc
',, 	 one. -'But J.t -l. r cdsonab lcP only if' .nfdoation is a ssuned te 

,6 roue to srieh rte 
-of-. tho In2d~nJt~ 	 Isi-t Sound POD-icy' to oainumvo theo' mO~ 

* ~ ~ ~. eahi(-%,rmcnt-'of'' :omh~thilngvwhich. a.. 1 pant oecrlance 8ug esV. . 
iripOSb1 or 6't bst ,extrcmalI, di.fficu.lt to aceLve? Thoe 

iqUcstiefl ansiqSl itse:lf 
If' the c ond1Arions' under wh ic;h the- G(over nmnt of' Indonp'Sta ptt 
8u pluS. sb~c~ie .S aCoy]into Aho awar kotvir tunIly " the, 

t.nuLon.wc of'' inf. a in ar t l,-tnap una it 

not beos nnsib1.e fOr both pevorimnts to cooperate- to rninimize&-~ 
5 juchS~	 pl, os. -su 

~Irfthe cct~on 	 ir 4dr)CO~ting ,3tructure and 'xicinGFxa ct icecI
xpi191C61'tnucne hw iflaio pr-bties"leaha-Ce" in the
 

iuatcu'll r voeeid :by tho-n is t Y of' Finance f'rom the

ox-,'salo of cotton and± ut ir C1 ou 1r.y pr ocessed yarn. I J1implIJcCO
 

bi t'd1.do~ sttoleyp~.1ic itly tha u 1.hcra cc
-but~ stmy, ther 1111.also be
 
of' cuz'rent'-fru len ecchangc if1 tho State tricno company ''.c
 
Contracts f'or ithird.C1 untry yarn prccsEtine.does not maec :the 
bent deal1po,;s j.ble3 Givcn' th s o possibi.Litics, I1:believe the 
P.L. 	 1.80 cotton agailement Should go beyond the .sad. com.i-

C1Ic S Qa1 sIo"c ohlsooph1ay 'a d1 bo ceoncaYir- d 1ithI ima xii i n thec 
-.. .up.i 	 UJs.bi. ~~l Y. c .'i 1.ini~Jsty 'of FiJ.ILIIc0 freom2 tho use of' t.,n 

coto an'd yarn, Lnill -i 2l3,ii, n8 t-he posi~billty of'c) 

nive forirn c),han~e costs f'or third -country processin 
boliovo 'thait an off'66ti&&z Ifcils f'ei ,,chi th'Dso objcc 

1-elviSmowS~ys .....5' ives would be it JoinL Board3 , *' fnforhmulth'r4 'hiLr inro
pomu. uget~ the u~se ofsf'orc-iga conujtzs -'rth ecw 

mndEltion f'or a, Toy t .le Dcvelopi,.,.:nt Ailthori y .i.s1. Jlple r)n 't ud, 
the f'oroign' rdvisdvs could pr c e liy hondle, the I.'er-k involv'd. 
S., the 	 l6~n ,lDvcpncn1: .1. not Imleax-D 	 Author iLy 

* 	Y<2"~ p Ienonted, 4 then tlhc, -f'or oi an consuItan~tSm10. E!11t be reqUjr,(d oaTy 
Cr 'J[ni ol r .c11t bL1 s 

2 
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WWaa.aa j17 

a ~ ~ U 

A-7 0. 'l1, 1, ua~ taa%AI.I", )l0 

10' u('1~) L) ''t3 ~~~~~~)v. j IA,7PLJ 11 

o'lcu~c110,C Pno~~oI T 1 bvoi~i I 111 

1)G ) 3 1' ,I11 '& olrw0i: A'1I p): CE X,'t M~~~'~~j~ 

16t' ir, i , c onoiiy7 tiij'a 16 to px t t --ri s' 

jIo rad et-
LI v c',n m t fi d a ,t 1n 'a in 1,a 

aac j,c) fl1t'ix t i I a a 11d t o : inri)prvo omployii;ollt pid UivinL! ccnd.'

''at.1 )nas 0 f '. "-Lotoyw tIil~e Indus tv,, enteras .,to Uts 

V,01(111"c -w.'th thei Unite~d ~Sta t'es Ageincy for- Inter n tionnI Doaiemnt, 

S velpment f or the~ puilchao of cotton. on I i peat the uniteod 
Stooa Agonc-y or" Itorniq.lrtofl D~o ve oplrint, 1,~n fur therance 

of t~he objoot.ves of' the Govornmont of, fndonosla, will. supply' 

'aq 

* tho 'qu nt j.ty of' couLon specfc.'td undor~ the teOrms spoci'flw'e'o 

BoreHeo boul1.d be.-'he c orvontion.i I 

clu se s concornlnE, PLO' 1830 cot 
'aaton. 

to iobjctve 

s ot fo± th teprearnbjl, Joint Revhvi B1~r .Ls ebs t b .1shco d 
I~ fur thor nittualJy aeod th t, lmpLcrncnt~th'11 

V-jn a 


v .'th the :CoJllvvjtnr piombor s a nd v ) g1 ~
 

A0 Nornilbersa) '
1 

For~the noeinGvnrn: 
Oha ir anl- Gflora!Achziad, lBadan 1Pu~san Logitj.tik 

0 a ~ Ninist of Fitnance
 

a-a' Bank Indones.'La
 

aFor the j n ited S t atof ZG :r n tce A's.n 
Chalc~mon. r 0 Stoake. Tolibort, D.t~ecto3, U,.S A.!.. 

ll.LsS±oll 'to, Thdonc4±a 

Ma~<~alember's tic prs'rt iiv es of pox oa 

-a, ar ~loac cnm's,on i c~~ Section,' 

rphe Jo'.nt flov ow 'IIoa):d i . :- yfeet ait lor-st quartecr-ly a nd moire 

~aaa'a# oftelliAf 'ri0CC5s1L13. RogJ.R1013 otlnflS 'Ia. be 0 cheUl~old On Ora~ a 

nd Fobrua yto 

I,' 1-1"T the prore.s t ooyids. tho objectveosof this' 1.rcooent 
a'~aa aJ;J~a ' lur-Alhg ta cocndor qrl or ,ondled, rospectO-N tXvch 3:L.) 

Sbout t tho tonth- da of Jay,' Awiiist, aoobe 

'June~3,.otrb30$0 nDelcembe31, '" 

aa'aafa .C, 1oe tiniAFj, an(, Arnd 

~ I6'aleJo'.nt ta"'' Review P3 ard be chir C.d yd the.11 1" 1 

' 61Afl ln~,niO i~rfovoQrn2ont I ndo u 

a"aaaa Chairan aviVllavp p, i t a- irecorid~nr 3 c.c t vry. In add ttion t.
 

Utmhma o of, opx es n a tiv i- ThI 
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on 	 r im I'L 

iL, i'LDTJ~qt IM r Ucr ly l~~ '1~1c 4evte thow tJUt LfrO 

oJ 11- icTiu'dc, cnu:M6,4 a t;1on< of eCAf 1: It'oais tedn'V~ thb a -s 

6' . cr11.flc'Jted' ProcM 111:0r,nU.0 	 E 
L' ~undecEI too'd; ho e 61 that, the prniyrnoIijyof 	 the 

13OrCi" to V:1 to l Ino a nd :Lnttorp t ~to d oa :1.1-.th an y d ifficulUtic 
-~7 In c arY.yi nr oot tho br ou dc) bj0c tij.v s soet forth J~n the P'reamble 

-~~~~ GP C.n r)o(Ar IhMO 

*,Do !16cmoniJblitiom end Related 1rocoduron~ 
Tha ollo i~ oh ect ivola nd impc~dmioen wit 

theo11repons 1)Atie~s of- the Boolc ande thudco a Lino 

agencies: 	 o~
1. Te~ ostab:ie th-coow 

3' i' itoItnt.Lon 	 t othis toIt the ofi both parti-cs agreement
th, 

Mont o.( TnconsiaaS oon as possible the proceec~s fron) 

iai av±bc to N try of F.Infinco of the Govorn

* 	 mcthe regulnr. comnrjrciol. sale of' the rm.) cot ton siid yarn 
acquircd 	 u~nder, th~e proisioro of 1thits agroernont'. 

It s 0 C f Qhntthudezstod 	 3 n 1 CAC 

It~s ~ndetitoodti~Itthe coi'omj c objectiveso nnst 
Miayj best b(; rol. od by the sileo± cotolo yar 11at ru 
pinh pricos s.Jghtl bolou thc'e quivalen~t landod cas t to0 
prv'Late j.'por'tCrS Of ! UCIh Inuiteril. Price, .chEodUles, or-od
it~toims , id , (-thop rcla tcd ter ms of ,jale V)ill ha develop

edy hc Te,,ti'e Developmeint Auth ority (oY- jS on i niot 
ost-ablined, by the Direoctor Gcncr !l of the M-inistry of2 
Textiles~ and llandjicrafts) for rovi.ti :nd cp roval by the 
J olnt F?cv1o, Bo rd. jIt is spocificilly agieed that the 
U, S. rcp-!esontsti-von' on the 3oard *ray par ticip.,it6 in the 

discusionof. the- torm of salo but iw±Jll not be ent14itled 
to voate on is i tem'. The vote il be theo rgtv 
and ro~pon~ibilitl-of the roprescnte tiveo of thI Go'ovcrn
mcoit of mdei 0 The rcprose.etatives of~ the Govern1menrt 
of' lndoncesia may amand the proposrisof the Dixector Gen.
ero3. of' th, Ministry of Toxtiles and Handicroftso 

JonRevieiw.lmt Bosrd i.s chw'ped 1with the reSnonsibilit 
to determine that the conditions of saqle and access to-
s tock1,s of row cotton are not lass~ f'avora:b1 for privato 
spiiining11 2rlls than for gcvernmant nspinning milsan 

0 	 that conditions of sale and access' to s.tocks of Cotton 
yarn are not less favoral fo rvt ~ inc Zind knit 
tlng onlLarpr-isos. than far Cgovornpimt enter)pri-ses. To as
surceoqu~al treatmu,.nt, rcpresentL t1!eS, Of priat ad Vov-. 

-o~n~ornmit o ntcrrsc ma-),, Lofor 	 Bo,) -ytt 

- ~ ~~yrsc may poheritiy heloar 
* -- speca ccount-1 vill be ostablishod i~n Benk :rndonoslaj-A 

and~~~~~ihbare nhictho proeeds of the snic of ct 
ten to p'r-&vata soininnrt.milsand of ycrn to privt to and 
Emvernmont pro(,C)Siiozs Ul be: 0epoited :in acco-rdance 

W1t the c on6iii cona of sale id~optcd by the, Board, 

http:treatmu,.nt
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fl- 7til--L.Il'___ 	 nd m_'sci1nvth 

tht neOulnls oto vill 	 prvdeay. bP, ta 	 the o. 

low ing ij f or m Lion~ -,hJch i~s to ibc' sent to ench Joint Boird 
Mlember. With the 'calJ. to tho rojular quarterly ?flceinvflg 

n)The 'Tozt'dq crvTjn Authority (or the Director Gan
-raI of' Tex ti-Lea arnai anchJicra f'4 v!1U ntain se,s ) m~ or 

~uroau~~o;6rd coton 
surnpti.on as ncesr to prowida a report for the quar 
tcr under t~oind a~f'oroc'aqt foerthe coming qljartor 

* ~~ 	 of~m~ Y;entoerej and can-> 

of' 	 cotton~ stocks,. recipis 5inc nt~to ~c 
spinning vi:ill and f'or the f'ree s too k rminta.)ned out

b) 	 The Textile Devolopmont Auithority (Or the, Dirctor Gon 
ertil of. Textilc, und Hcndicrf'ts) v:IlJ walntuin or ,.oa
cure -such rocrde, of. yarn producticm, s h-.ri ot;n s, and 
Lnvientop~y by yarn count for cach fsp *nngL -iilJ. aus will 
einbla the Jo:1tnt Rleview Bovird to appraisec the odeq)c 
of' supply Lid tho -progress .tow6rds tin orderly market 

in~~ ~otrstmfl~ ea- of.n ~~V mployizent domestic 
c)en Lfl3andi knit cngf'acilitiea, 

cTho Agenc~y or Adencios1 dole'a ted responsibility by the.o 
Government of' Indoncsin f'or ontr'ctin - Lor yarn pro
osS -ng , ruceiv ingl wir o1 ious nS, anrddis t'ribuLtinr, such 

y-n wil.lOVIO cjaz'oL r petatot the Textile Do 
velopir lt Authoity (or, to -the D.Crcctor GenTr1 of' the 

WY4in.tzt y o-1 Toxtiles and 1landicraf'ts) f'or conso1datiton+ 
with the- yarn statis tics of' thV domestic mpinntnc.jmi)ls 

Sf'or t-he quarterly reorI to, th9YJntfoirod.> 

(1) 	ThoAga cy orl Agvencies, de-legated- resonhiiybte 
Governmentof' Indonesia fobr contracting for yarn pro-'.
cessing: or tuextile processing- of' cotton :provided under 
~this agrement w~ill. provide~ the .joint cnirmin of' the 
Review, Bocrdl v'ith copios3 of' till. notice s of' tender and 
of' all piroces.n a[groment_ sAairod 

In 	 accordance with the provisions of' Section I abovc, 
the Agency or Agonc. tdelcf!tedthc ersponsibili ty 

*for) procurx%, and distvibutin& ya).n or f'in:;,hed t 
~tiles f'rom co' mt secured uler thij..; arrci:rsnt v.;j31 
notv hove authority, to Imake direct paymi nts to pzoccs

'sors~2<, -. or to d eposit proceeds of' the F,a3.3 of' such yarn 
Or toxti-les -in its own11account. All) such pyotr 
Dnd d6posits-wi.11bo -throuL.h the ia account ostab
.ished in 'tho licnk noeiaand .tn accordlance: .iith 

procedurosi dvC).opeV by Bank Indones LI , hL-,1,4inistiv 

-tof'i1'inanco, and 'the contrnc tit! encyr or ageoncies 
oopt~ ~~~~~C. bc, wlttlth theofwhs-pocdrsi.ll f'il-td 

Joint FZ,,)io%) Board,

-- n loubmentinp the objoctives, of' this aelreC(;ent, tn"r,
j~s4 Reovietw Board may ce!4dpoY such c onsul Itants anol au~4 <---~y~o-ilt 

-- ~hOr1:1 o such stiidios of' tho-ctl - ndustry rs 1.t dctor-
C1 en cC si.iv- fo -~f oe-3 develo-ient of' thc 
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I da6y n u h 3od1 iun3'ita3ni og the yw objlams
of the~in~bstpy. Tihui ponit of nu A consultats and stud' 
16juill'66 tc,.sj bho by~ theI LQ to this ag'cumunu an mu 

~ ,~,,xpiu~~ty o thie Ray Featoranofc the 

Rev ~u~Bcn~r~oaaI )0 
Th~ie-~Join totve-Icr- poznn'-cidoopci-f tor -1 t on dUe -7 

th~fhstegoiatig Atingfortho 1968 cotton agreeme~nt 

andwas"prconted to Or ,Stokes W. To) or~t, Dire~ctor of' the 
SU.S. A~i=. Hisn to Indonesi~a In u memorandum datedl Docom

~bor 21p-1957. A hc. extensive financial datn subsequontly so
cured in Central Java IS January r-no cealy 1ocepber 

findings In Djakarta and Ban~dung concorning possibl~e Hlcakage" 
in the handlinE or cotton and yarn imports-~and salon. The 
plunging of' these leaks should be n high priority of' the Can

t Glovernment top economic policy group. The Roviow B~oard 
is 'jntendad a *sa imechunisim to proviLde for the quick and occur

ato rootn of' key saitc ad considehration of' theiar im
pli~cationis by b9th Sovornmonts, 
The proposal, in my vicw, does not constitute an impropor in
vasion of' sovereignty of' the GObveriirnt of' Indonesia, for <it 
does not give tw :U.Sb Govrnmw nt representa tive5 on the Board 
a vote on any policy issues. I believe the U.S. Governrmont 
YMcpr esenta tivcs should have an opportunity to bo consulted 
about policies affecting ONL 4j80 cotton and yarn, and the Bie
view, Board proce~ure seems a workable device for this, it 

* certainl~y is desirable that consultation occur in advance of' 

<7 
policy dciions and not lonE af ter they aro Woe 
The requirement of' bettor statistics oni key conpononts of' the
textile market in based on the 1967 experience with textile 
imports, particularly those on cred it, It seems clear that L 
the impbrts were mouch larger then the top economic 'policy group 
intended oreven knew about, and that this seriously affected 
the B E~. Umum "r un-up" at the end of December and early Janu
ary. Better knouledgo of' the inventory position of' cotton, 
yarn, and imported textiles obviously is required f'or' critical 
policy decisionno Thesi notnonly 'involve the Indonesinn Govern

ment and the US Covr nL, but the Consortium Group count;ries, ~ 
International Monetary W~~>and thle WorldBak 

The Government Tuxtia Entorprinns 

and the Bien 3Troblem 
Drngthe short peri'od' I w'as an Indone sia tho rico problem 

-appev ed to Po the most critical.political and economi~c issue. 
130th pr.ivato aucd Coernmont enterprises in Indonesia have a 

''~ ~%~ lpatorn, As,ie"~ employiwont policy somiewhat more extensive than 



lardorso9 Ic 	 ion i'nc .YIipddtd UiJy~ In po''i~ tll 

millibcr m~ n (Iofc Vnall proettict, 311c 

the Vari ,I.Qu 60Is~irnpIobly, 1ia t the pnu~ 
of c;s)oth ofY uflipiOar 	 of 'Ind 

EgOorlim-11t 1 1do.1. 

industry tind ti c count foi a v r y *1nrtre frac tion of tho UEVI~ 

ind'sU.try o lW)oyi% nL, thc. practice of' *oIn fajree or us. 

di*zeci ric to, .nlJ om loyco ,s of governient text-:Lo 11,;:on-fl 

tributesj Susultoatially to the infelsttic rond~for rcze . Jimt 

how 3crious this isj isiini,Iicutecd b y Uhorrico allmlanao of oneO 

of tho proviriclol.Lovornment i)ill: -,, 

* ~ RiceAorlont nhnlo 	 2n 

B06Eah orkar 20kL!. 
Spous (limit of one0) kg,.1 
E~ach child undor. 21 

0and not czaiployod Ifg 
Limit-pcr flnri:Ly 6k. 

I ti~ny plants 	have no 1.1mit oil the niumbr of chilcirol f~or which 

* ricc; iLs providod. It wws reported thtt -tny aim:l ies LdCpt" 

,youn[g, childrenl ju.,;t to VCet theo e In gonev )), CerYY ! A 

ornrunt te~t~il planit ve vis-Ited had fton;1,000 to 1, ;00 ow

* 	 ployoes., Some:o.5 spinninc, rills and f.v or XizlaGe e 

wills account for a lreworkc forco--say nt least 20,000, Tf 

they d~istribute just 50 kg. cf rice a month they requilre 1,000, 
* 000 kg, or 1,000 itic ton.s monithi. oLcthath o 

*ornment 	 ioxtijle plants distribiite: rice cortaiinjty put-, p ~s5 Ul 

on nearby privatpy cnateirpise.s to do the saire, cAlthoualh our 

SM111L saiple suggecsts that (' hcy have res.Jited the pr eo!;ure.l 

.:0) Table Ia. 	I showed that rice alone comp~i.--s,6 fxroml 10to 031" 

oLthe !'socia). co," and tht Wihl s itom alone u, I over 

Oota 1-convron1-1I cost for ono mill and 1 0% for tin other. 

Car toinly the- distritbutlion of' r ice to Sovermrint omployoes dis 

cyrin intose aC, i n st privatoe en terpr ii s, a nd it puts a vory h;igEh 

flccr under 	 tho quantity of rice "requi,r (d)1 by Irndonosie 

'dThat ir. perhaps nore scri4cus for the Lutr, r icei s~oui~j 

appears to difur .lamily, size. liri ta i, DcIuspect thot 

a sbmaplC. ccnsms. wiall show,- thetInAie- nioi has a net popt.lo

tion ofrcn a corfo:cnt policy -,h1c'i,rotnerly, 3 yotir , 

inl effect"~ ass roif'n flrionds to p7rovide, a flxed qiuantitly cC 

yieo Lsli~ Cor,i a rfl inr cCS .111 pItation IsI I uCIICO 

anamut hm.nod, r. co to'xtch'&hroalitv' 1( boc I.!okilf (a9n11 -

AileW- [Ind rmeorI. ,nd 5oaip and~P'"o~'""'~ tic:. v'ich t:* . 
~P~ cn .ies ust bwy iul - o a, lon&- viay tc.waird redclmci n~rnox 

tAQ asts&presciitn~ront to U. opejomny en foyoign assac 
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) T I ~ tzinee. oJ1Of r o6 vii. of' iily 1)1.11nni ij v a int-jor rol-, 

0 1 c policy theUl tox el ij.ndusty .Fumady 1, rcould bo 

* 

ox' lQcd Il by' mmaint" Use Cf' theO, piC,3
o-n11,cfree ca L';,1-arvioea of t~he ["Overnon tul oiciria 

or on m A.-)oIJ .. i-.*LehIpttaI.t 1, ilha of,ofi U, 

by the Oovrnmont crent p:lont ot Giosl:U, which repotdo 

me nn avorage of, 27 bablesa month ifi tho plont hospital. for 
tile past tw.o yearm f.or , worl, fococ of 1,500. 1"ie no rcla
:3or to boeUoeo that tha~is expoxiencc wima not reproteu2 inl the 

Inmoi mus:tllxpla and for the five yerirs after thc ox

;tiles 

* 

pcted .51obI.1Jzati.-on of' the econoemy In :1.0,68, Rie. and tcx.
ar~e perhaps' the tuo mnost criticol co-,,mcJodtIces in lic, 

prosJorlt find for thle ,ime~edia to future, and Food sta"1titics anc, 
sound policy basod on facts alnd reolity tire -urC.011t1.YI.,(,rquIIire 
To have u cotton aLoerncont vihich itnores 1,hat ha ppon' toth 
rupillis Vceratud by the;. sulo of tile cotton Is uni-ise policy.. 
It appeairs eqludl~y ww.huiaJ to suppldy rico withoutlokn at 
tile wiay the rice, isuseid, particularly If' the use wrat 
that the; crisiaj the next year billb Ltrcst or vreater, than 
the current crlisia. 
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A 	 ItcI tIi In Vf 7, 

~~~CJ IIhqod Jdti.1nin fcr donc 11wyto~~them iu~ctn 

l tcqu.ac f to! nLno 3 
L~mIn I~m0i 

A A' ) 11C byteq~ip'irnpn Q~,l h P.o 1 C 16 It',Iyt 
y 	 ',Jjir~3tinthia tank usa: 

th S)ikt(; 0i~i tho' ti)me0 fir .11t 111t ins~ ss .1iflA Byf of" the Ilegi 

DUIleinbe 
1110116 hf 2,COb o T)h- rcnd'or tin ,ioforlled to tile ESA' 

'1ejicir t for' a I I ore~proc L~sp-c8t1m tc,' b'okcn domin by, 1n (1i v idu iil 
wiUlo 'Th1,c YA vepor t ill Olso deal3 iith the i otant qii6lr' 

I t ) o P, et 1in t. teod the :196B3 rcquirerwilt, uj io t 1111Uch 

, 	 ,, tion of cotton qualtity :tnspoctJl.on and 1wi th tile problems- of' 
gettingt thle pro1 ev, staple1 lengILthS tL)oac'mill in order. to 
ena1(ble it to prodm 'o th,3 count of. yarn planned fov tho ~l 
in r'elation' to it,; cquiprent. 

Obstr,,c;cs to the 'uQJUtiligation of
 
Production Copaijo the 'Indzonosnr
 

is .L in part a toc hilcalI problem)1 o 0C 1 d the1'lSAbeC)1oe :i 
v and a p~jrt a financhl/conomoic yw Oblem~ 14th IT(repor t, in 

to the' la tter, vc ,_arc unable to obtain the drita vecjui:-
ed for n specific answcv, but I can 'outline the natujre of, thle 
information requirecd arid the deciniton molto be employeud. 
At only on,: plant were iu able to Cet ai roasonanbly complete 
1.St~ of jxdi.ts rcqluired to replace" those 1lost,~ stolen, or dam

* 	 aged during conti'uction,. This list dlid not have pr'ices ft-. 
Vchod. In~rc~modn three proviric.1al ffdviso4rs fEr thec 
Textile 1)evalclomnt Authoki t'y we htive in mind that 'one of thE. 
firist tfls.SIo'r ca'ch adv.inso) will be to develop a complcto 
yprir te list for' erjch spinninfg :.0.11 and siecure prices and do.-
l.I-V Cry doatets. Weith tisinformiation a prfiocrity schtidulc for 
coiuplct. nL tiJ) Centirl covornmol1nt spi.nninr, mills9 caf be dovo:l
opcd, The priority schodule must 'take into' account the count 
of* yairn each mill can and should6 prodcue. ' 

Iocal,' the dcci on model on which' tho'{SA terim arnd I 
'''are i* that no nei*, spiinning mlll, thould bo 'p:Lannrjd until 

the existing' mill1s arc ccmple'tcd'to deSignee capacity and Core 
beiE. oertei- af~c~ilay a posib.1ev 1Ie 1nrc convinced 

that the foeifn ozchango 'require 	 th il'vil w'~op)cc."''* 

be muich loss thon t'it recju~re to JCurctt cqu;IValeit produc

tionlC1cpail~:1 th, mu.- mil:s Tl.e KS roit will J.n (ic jt Q 
Sthe equivalent nuitiber of no,, 30,000O t1! Mivo Vcd in,1Coin-

U pletinh thle uxistlneg mi I.s The ]'S ropwort 1udl Iolso 177aj:C 

s~e3~o f q Iipment )frcmn 6cri"o-of the oe-dSti.nj!.i~o to other' 

http:tnspoctJl.on


* IIJ~~.L.1,4 W 4Cf J 1)JV c91quipilii t SU1ciI I ll8 PCxIC01 nCP 

-~~ m~oi0i, P:L OJLt )<iA-~~"Yu c~-i1"L1.~X~ OabU~h 

>7out 

* 

* 

7'the 
S 

* 

-stock-

-K. 

, ,Appcahdi 

*' 4, ,. 

-~ -~ 

LLot~fl 10NO o(I Ai p~i hnt prLJ ro-hda'~ ~ in 

V1~1'~tQ ,nJul'968 (1" pr Ob.il- 3-9)9, th do1'V 
Oi~nnode. qholdtdntc-, ,( t~ Jtiii horivon" or ])('rtmINpo 
porJ.od in yonrn oilr)it&n for tho for.~ imoxciiang on 

ponont of Itho, npr.ro parts. If~ the tj~ Y)oroil on su snhox t 8i 
itt i3 I.Akolty to .121 :L.966, the f r eo ch 0 1, 0 C.1:r Dd forC)I

Pd-cout'q.J1 t pr-oceving niay, be much 1enss thanlth fi7Oi4q'f ax

rquiud sourethe 

v Cl ,ntLamnounit of' yarn. A 3 lr'I0,DnO),, 18 otol rbt.d
 

chane t producti.on copneacty for th~e equ. 

m, stic yarn and tnir6-country processvinZ!, the. foreign~ exohan['e
 
fLor co tton will. be the 9rne,- iihothor the cotton in., proconiseld
 
in Inclone'.1a ov in a third country,
 
The dovelop.,uXnt of' datu, f'or propor Oecioionzs on when to order,
 
s parupart3 will be- a Uw' -consuwillu! ceEtor,. It i*S also
 

11o Lrprant thai t the x uultr,probably will pay for the for'
o n~iad~visers roqviir d. it 3flt be emnphasixed thot 8Dl. the
 
spirc ports requir'od to brinr, the Lspinn.i.ng mills to doesi pjnAd
 

ca~vcity uUll Lequiro foreicgn oxchnlo. 1 Thje ptsconticAt heo
 
iu!Ade in Indonoe3.tj, Au I shall. point out in disc~ussions of

wpar6 pr ts piobloem for weaving, Ind ohnes .afilor wll-U 'mq
chIno shopLscall handlc moot of' the r epair cind vwnova tioll'~r 
for tho wacrvinC p:lazll 0- 

rii,in Indonocsin dd no emtu6 to cstil !te uitle h 
of yarn thoc of' 1967 pi cona3u-ptlon~,at end ~eIroboblo 

W did f,.nrd one or, t wo J.nst a1 Co of' -pchtv~iadngof 

yt -n by pr ovineinl ovorinwrnt spinnin,,, ralfls, but o.1 
o-cn tra3. Lovernmon L s riin in,, 1 ..1s .9or.med-to b c*:i) hi 
ya rn a: fast-nAs thoy p.roduced i. 

Trble 13- shoiln tne estntuts ofth -D irc tot C.y 
or a Imof tive Tox t il Industr.y cor hiun.j ) 'yarn for 1967 and l.968. 
In c e. rra, Pav inc I .nc: that oC't0f 
nat the cnct of' 19%7 iianj quito a cbit morc thian 4,000 Tclc.jilt 
es t~mzl te of dcmn-ci Pro'ductllton i~n 1967 dcos. nlot app-ar out 

toa b c Ijv c th C.s to Yern 

-

of .t1ne with biiiosthoe stir"ut of b&LOesctnr ut :k65,OQO
of cdomrtic prer'uctUen !'n 1968 pe to be on thc' hirlh sitco 

T 'h$P-1port, 3)Toheb yiJO~l- t,.h I-qUo.3 I~L.0Iii 1hi 
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1,0V'11, U Loata 	 iimo Led con.upm.Ionl' CC .t,,000 inl 1.9671 

TI I 	 Wih for Albo I J's '. rccmcs1t2Of .150,bIud..s 	 , 

~000 c PCC)to~ forI dcwo IlC't~ pocOLs'111 a1w (1vp :1.)Jwmilount 
f ol) th Ird6-0olI vyp c0" 1 T.ho Djcctol'zato G 011c V',I uaI 

2 fico t~ g T cointnnjtion l .196 sto tba Vtt ut~~ fo , y , e 
it- iI bwaiOdod othe' amsuiwjd'Aon of' tbl~i th, ocono)my and 

El uf cL 1IfL L11t of~ consuLIM(prcasiu poINCI than) .tn.1r1i~) lo~ve). 

ca in 0Anod, to IJilive tib.pt iucssLC ntb:i'anIn
 

S 196.8 naincomtn ticud d cfo th. ioriir y l, o s cnt
moii w.pt ~ind <a
 

shrp1ne vca so in pur cY' s:1 g pci r. As I shol1I LL lin L1
 
'4'.Cl t 11. :1)tur, I b~o10%( tho StOc k of 'i mpar ted to xtUI-Io
 

<at thOufflnd of :1968 'W~ largr7I thanl- thi it 0Stiated by the D.I.

* 	 rcctor ato GonoraI, 'and th bt the, coi'Iastic u c )v in zintO , i tting
 
mills uill continuo to oxpor ictic mrketizig diff'icu:1t~ios, in
 

1968 siiay to thlosec oxpucriOncud JIn the Jast hillf o.C 1.967,
 

'In :Light of the fo rc Lt o'.1n I-urC , tron t1onI ~ . 

a ~rC ~t it~~etfor P,1j80 cotton- for 	 poI)id'cutY 

ccsnc t thc-i;-:tA)rcthat thp. rt-G ~cicnt is irqedo foLCOUCAtt11 
~ Ls ,hou:LOI not necesaryfor ~~ ~ 	 p*Iinrgit~ todmsl 

.toth conmTh:tmit for Ulr-outt procost-.Lng uUfl~.. after 

the finel -1hle 	 tho total vimountdec-h'ion by -0onsopitiul"iGroup on 
of' creclit-5 to be v;1&dc- avrii~rIla i~n :1968. :If' rn early- deicisaion 

timuit -be c i 	 w ould suC.,Lo.,t no loss., than 50,000 ba~les ofmnd-

cotton, and certoinly not more' than 100,000, Thcrc is :les. 
danr'er in under .-buyin, yarn than, in undoi.--bvyil-j r av, cottoni, 

3.tc r 11 ol)I with Rlo:,p t o )r ot0ccti nr? . 
* *o DowecSUc ILeaIn and2ttn ndsr 

0Tho done:stia, 1Ieavoi -i and knItterz, indi36iurally andl throuE!h1 
the Irnois.14 Tcx t-i*Le INanufocturcXrs1 AssociaOtionl, appear1 to 

bc ugin a irh protct usasl uu~fon to tho pvoes* 

i-ont doproeseod condition of thc dmnitstic ma nufvc tur JinS incu P 

-try, :r v [!veroot resrIvstions about thli i proposal.. 

0 For 	 19668at :l t 1' bolicv Qjethe -ans r o 1o To protect' 
et-.e wiha ofdc o s producers 1h Ph nchedcule i.1.apor t do tics ob*.)

bs t, i o conditions: thrit iirparts-viously reju.0 at i t 	 (1) thoks~ 
firo not vArcnd.(y 	 in the0 covintTy, qlund (?) thbt theo qoo.Uly of 

isE npo'~tl as iato 

Simported products~ A thir~d , ccjUIreic;nt May bce added 1 ht 
tho dorne.Qr tI o -Ipro61ct c 	 theo~ [I7 
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n 1) ptoIc! 0 pc1JT ic ~rod-,0v Lv 11 b pruththt 

4 aptcx,,I(. ICI, Cij,0' 0~vot) -!TO 1pi J~ c t C , 1-0  rn Ij)a 

11vo -, Il, o n a OtpLuc~t Ion T10,3 is thot~thlc {; 

ylp tp7htbig rot-ionft  0P 

bcatIcdes~ign wA, ct 11 clcc;1ad f, 1o IaI( C-doi~ gav 

to1i~lto icb3j to ploeVol t6.hj ocnwi evn mi11,-,s 

and. wve of tho lopo prIvat, eoin ml:[Is 4th tnn ostabinIh* 

0 dy)C)S~toni th.,,munc cvh t- I;\tbaro inj i~u:t 1ia 

wcun4 InI aquity' exndp ~i1i~ rCA~tirVllto the produ'-

Cox,,; of groyvo.s and J, Jtwcen , it rmlq wta.111st the Sot. 11t 's 

thn bcgjin~iing of'1% Thele ±9qu. v ry jl~thil tmo. 

imotdtxi~,. i ~vnoy r( cven If' the dono:tIAc; ev

llandloomw3 and ~d sha'ts f£ov 

topno) the otil;put iiotu16 

textile' xeqoir emcnts, 

mechfinicaI. b n 

Int about on -half 
nd- kn.ittincg On
of' the cloneE t ic 

*,4Tuo 

and 
thrl'n8s aplpo,-r 
jiitlern:' (1) 

oscilO1)A10. to protec't thec' 
to deiter)".iijo preci.,xly 

domcstltc 
tnoh OCt 

I.oaver1n 

they 

p 

*i',~ 

*the 

cina nd should prodhc'(1 anid (2) duter-minno ihc eo3u Of' pioduc
'tinof nch~~d oC ai -'uory quality, >Tho E$A report, 
w~i:ldPol tit nonn,- 1ength with thcu quP.bI.ty of' 'domc!stic wcav~rj. 

I shal only asnnezrt that it is, very low indeed. Doinig of 

such low qtIity~v, At crn onl.y. bc protocted 1)y vcry hlit'h imrpcvt 

dutico or 'total proh. .in,,pf' ivfipor. The beIttcr ' e~b1 

and only IT, tho v.cvavin6 ind.uitry con b,3 .Piti-alim/c.~ 'Io 

that 'it concentra tos oil a f'oi prodiucts for which .tt can n~i. 

fy the, entire dcr.Lti-c donmand. Tho qua).it1y ci' cuvrcne\V roratic 

tion i's Inuch':louci, thcwn it nr ,A2 to be in to~.of' the quality' 

of yarnan theA 'cinU~oPth equpmet 1 Th SA ,pv 
vlill OoalA th thiAs probbeim& Tho quality p-~vio~ipblem 

or1)c -Yurn and mnufac.tuogd wn n iwpoxitont 'consiid 

crt'tion :11n my rocoiimrndatioll f'or thr'e f'or-cicrj consoltonts in 

thrcee, provne of 3njvtu Six ivould'1 be bottor, fu± this 

viou)d jpcri t one ineolh province!r to work on) spinning alld the 

Ot~lher to wiork it lotho iivoto iiffl , on ucoa vincg, Pfi.hfing 

and knlittirqj. 

*t 

'~~' In Oc tobarvth Ydnc.j ann Textl'le 
prsntdto the )Msnitr of' Textil,,i.k~ 

tjionnI IC15ii!I)6d toC 'smow vwhy the, 
3s;t 

i"anufacttifixn' 

of' costcopt 
soci"Lto'Jx- on the wv;i,,

J.nIIvinedustry arid tne, Im tttin indvs try should be 1iictd 
Thintake byth 01."111 SU, T.,, lnc 

'V-'3 c 
3 
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lorClcr~ Tj)Ooli, to rctuaL'e'eettbd;tlb tatlo. r-' 

~tl ~ii offerec~ to Jiovido miorc ocur to 60t t t~ but thoe . 

of cCVQ s t(d, t Jmn, it t irIcnd(I?ofm 8t a proven Lod 11,0 fl,61' oi~

cur il)f tho (ILI 1.a 

,Gvn worotmcoJv 
±not theomos t 

one coud d ovo:lop botto. 
Iomporituu colm derotio 

cotd 
~hei 

, 
otnt 

bu tti 
con

f~idor iit ion is judl tV Closely related tot froehci 
mo1,tatlo of, the )r-YIite 1)0VnvW[, ond' -1ivttin indwutry nho~i 
byTale~s 2 rind InT order' to deal.) i th theprc,e.m. of 

mnll)~c B±.zo tnd peor qcjt J.ty, a :on-I-tempolicy of consoli
datin, anmoll inof'Picient units Jito ].DrLor; and more of1?icient" 

unitsc iltit be cdve)Aped , Lect us *look' ow~-tt ni of tl~ic 5 1 ays, 
±Ymni h uch policoy lnight be mnpecn tvd 

4in! impor ts ond vintiz ; cosf of ysnan l bo has8 nlbstun-i 

Tho loat obvi1ous vwiy coaso the workingf ca- l 'situaition is. 

for 5 thoe'ntiro supply of y;) 'frim thodmstbeo o i 
spi nriingL; ilts and ;the ~st ttr .n('e companios zo be solci on 
c rodlit at a:1.01. wtrect ra ', The G;ov'ernmnt of' indonusia 
'I.s gettin[, cotton from theo United' St ltos iit' 2,, intorcost Ilad 
the" L;over nmen t sp.nn riills do l~iot poy. tiny 'interesqt, Ado'm~y 
knoh,0.odo,' and],Uy for cotton lauseC.. Wh-Ny not. extomd-~ 

:77'. the sam(e credit turms to the 3A ivotb wrivcxt and Imitters? 

Thesocoid Vuentloll is voc tic ,ountinro~~ the ro-~Atiion'i 

for- rill manut'iiin . ehtepri -cs so t',' to pormit thl-e ye Thu-
FS

tion of invont'or'tosa t replacment cost and not txrost Ithc Xco 
etod 

ti on th6t fI,$'c.tu r ing o n to t.J.se 'allcr;od tJ4-o r c 

valua tioln (o$ tutxabo o !a to Liii, .11s the sge 
ti I ec Ov al1) 

their, (ilopr c4.uuio act .1~n n-o1j1(i o's 2±,,, o~n 

iihou.. in for' g ozltiv p]):Cc~Altion for ttuxpu~ 
s It hen 5 bie6 n 1 i 1,a t imp ) Y 1 '), off tia f or 

4~'.~7 ;~)(mo,*0Zcr widItiy "vllut nrC1 %, 1n h 9 uc,1ik 
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r. (_Jt~:C 

1"~ 0.' . ren ( ~ ,x b11o 

V1C)L piovido a d'o 11?LtQcC 1- 1-0'dU:d,6 oyli~r6Y'f o~ tn t "TC,1,c 

1)c iri do by, the~ Ti iuoO X : oc ry~TX41O 'o; 

f w hoCgoto is3 to pXov~fd,, tax~Euid athoil osinc clivcj~I 
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