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ey awd Concluglong

Indoneaian trade in 1955 with the Simo=Seviet Bloe, slthsugh
31111 a small share of the total trade, showed a sigeable increase over
previous yeers, During the past several years the Blee countries
have made comsiderable efforts to imersase trade amd econemic relatisns
with Imdonesie, These efforts have ineluded the comelusien of trade
agreements, the establishmeat of permement trade missiona, participstion
in the Djskarta Internsational Trade Pdirs and, more recently, offers
of techniosl assistance for Indomesia’s econemic development. During
1955 the Bloc has intensified 1is efforts to develop closer relations
with Indonesia. In April the Soviet Union made ita first conecrete
proposal te give Indonesia economic assistance for developmenl im all
fields and in September & $100,000,000 credit agreement was sigued.
Twe agreements providing for Csech assistance were also anmounsed in
April. President Sukarne visited the Ssviat Union and Communist Chiza.
Indonesia sent parliamemtary missions to the USSR, Poland, Csechoslo-
vakia ard Communist China.

To date the Simo-Soviet Bloe has provided Indonesia with kmown
aredits totalliag $112.3 million. Of this total, the USSR has previded
$1C0 million snd the Furopean Satellites $12.3. The Soviet eredit
program will undoubtedly involve lerge shipmewts of esgplital equipment
to Indonesia. Following the pattern established in India erd Afghan-
istan, Soviet techaleiams will probably be gsent to man the instellations
in their initizl phase of operatioas and to traia Indenesians in the
use of the equipment.

Prior to the sigmature of the Soviet credit agreement in September

1956, Bloe teehnical assistance to Indonesia was limited to small-
scale projects—the construction of s sugar refinery, a ecanvas-produsing
feetory, & tire factory and an enamelware factory. Urder the Soviet
eredit agreement, however, techniocal assistemce will probably be exiended
to the large-seale development projects such as hydroeleetric installitiouns,
2oal-mines and the development of nom-ferrous metel ore deposits all
of whieh hsve been given & high priority by the Indenesizn Jovernmenrt
in its industrislizstion program. The Soviet miassion whieh will begin
syrvey work in 1957 in the above flelds will be in a position to exer-

. 2ise considerable influence in establishing a format for their development.

The amount of Bloc eredii has been smell compered with the assistance
Indenesis has received from the US, Totsl US amsistance to Indonesia
since 1950 has amounted to approximately $148 million which imcludes a
5160 millisn Export-Import Bank eredit extended in 1950, Anm agreement
auder Public Law 480, signed im Mareh 1956, provides an additionmal
aur of $77.4 million to be used for econcmie development purposes.

SHROR e
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With Indonesia's economic development saverely handicapped by a
luu of capital and a shortage of skilled perscnnel, it is apparent
tiha! Indonesia will require appraciable outside assistance if an
exi:nsive devslomment program is to be undertaken. The Indonesian
G;-z}:s*i cnment, in line with its neutralist policy, has indicatsd its
willingness to receive assistance from any source provided it contains
n¢ political or military commitments. Indonesia will probably continue
to csek a large share of its capitsl and technical assistance require-
rznt3 from the Free World, but there is an incressing receptivity
to Bloc offers of assistance. If the Bloc countries continue to make
oifers which conform to Indonesiats expressed aims, Bloc aid will
cuit inus to be accepted.
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I, Foreign Trade

Sino-Soviet Bloec trade in. 1951-1956, aa shown in Table 1, represented
an insignificant percentage of Indonesia’s total trade. Indonesian trade
with the Bloc countries in 1955, although still a relatively small share
of total trade, showed a sizeable increase over 1954. Indonesizn exports
to the Bloc in 1955 totalled $33,898,000 (3.6 percent of totsl exporis)
compared to exports in 1954 of $9,082,000 (1.1 percent of total expcrts).
Similarly, Indonesian imports from the Bloc in 1955 increased to $4,0,366,000
(6.& percent of total imports) from $15,333,000 (2.4 percent of total '
imperts) in 1954. The gradual increase in the volume of trade with the
Bles evidenced in the first half of 1955 was somewhat offset by a decrease
in the second half, partially attributeble to the policy of the Harahap
Cabinet which restricted Czech, Polish snd Hungarian imports from Juiy
to mid-December because of unfavorable trads balances. Trade statistics
for the first half of 1956 (Table 1) indicate a repetition of the 1955
pattern. However, since new trade agreements are being concluded with
the Europsan satsliites which require payments in "effective currency®
in place of the barter arrangsments used earlier, it i= not now possible
to ascertain whether second half 1956 trade will tend to baliance ilmports
and sxports on a country-by-country basis.

Czechoslovakia, Communist China and Hungary are Indonesia's most
important Bloc trading partners. Rubber, copra, pepper, coffee, cane
sugar, and coconut oil are exported to the Bloes countries in exchange
for light manufactures notably textiles, cement., motorcycles, and
mcninepyo

Of Indonesia®s three principal export commodities - rubber, tin
and pstrolsum - only rubber is exported to the Bloc, although under the
current bloc agreements tin is included on Indonesia?s export lists,
Even though rubber accounted for approximately 63 percent of total
Indonesian exports to the Bloc in 1955, rubber exports to the Bloe
accounted for only 5.6 percent of total Indenesian rubber exports. In
1956 low rubber exports began to evoke reacticns in the Indonesian
rubber producing areas. Further alarm was evoked by President Eissnhower®s
statement to Congress that the US could be sslf-sufficient in synthetic
rubber production within 2 years. On 7 Jume 1956 an Indonesian Cabinet >
decision to 1ift the embargo on rubber shipments to Communist China was
announced. Although the Bloe provides only a relatively minor market
for Indonesian rubber, it is apparent that with a decline in rubber
exports Indonesia will be under pressure not only to expand rubber
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shipments to the Bloc countries but aleo, with the rscent Indonesian
cabinet decision, to take steps to open posesibllities for the export
of rubber to Communist China. In 1955 the Bloc took significant pro-
portions of certain agricultural products, as follows: coffee, 7.5
percent; copra, ll.4 percent; sugar, 18.8 percent; spices, 38.6 percent
snd coconut o0il, 92..4 percent.

Commodlty statistics for 1955 show that textilies accounted for
about half of the Bloc exports to Indonesia, while cemsnt and semi-
finished iron and steel accounted for about 10 percent each, with
miscellaneous light manufactures making up most of the balance.

Bloc supplies of textiles to Indonesia increased considerably in
1955, Although the Bloc had sold only about $5 million worth of
textiles to Indonesia in 1954 (3.6 percent of total textile imports),
1t sold over $17 million worth in 1955, increasing its share in this
import market to 10.8 percent (see Table 2). Indonesia is highly
dependent upon external sources for textiles since only 10 percent of
requirements are met by domestic production.

It is worth noting too, that existing American business practices
are causing US suppliers to lose out to European exporters in the
textile field. American suppliers refuse to give a firm contract for
goods "subject to the issuance of an import licensa®™. Local importers
in Medan (commercial center in Sumatra) are turning %o European firms -
Czech, Hungarian, Dutch and West German - which have indicated their
willingness to enter into firm delivery contracts prior to the procurs-
men'; of an import license (Cgech and Hungarian representatives havs
been particularly active in this respect). Under the Indonesian system
of llcensing, Indonesian import firms must, when they got an order, get
quotations {rom their suppliers and then apply for an import license
at the price and in favor of the company quoted. This process is tims-
consuming and an import license, once granted, cannot be changed either
in terms of price or source. If an American supplier of textilss reises
the price of his goods betwesn the time a quotation is given and an
import license is secured, the Indonesia importer must apply for a new
liconse with a resultant delay in delivery to local customers.

The Blo¢ is not limiting its sales in the textile field to textiles
slone, Czechoslovakia provided 34.5 percent of Indonesia®s imports of
textile machinsry in 1955. Whereas Czech sewing machines comprised
only O.4 percent of the total imported in 1954, their share increased

o D
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to 10 percent in 1955. Bloc gvertures in this field have rot come
sclely from Czechosiovakia. Communist China in 1955 offered to provide
equipment for textile mills on a long-term credit basis. East Germany
sleo has made offers of equipment, and following the 1954 D jakarta
Trade Fair it donated an automatic weaving machine and tweo mitting
nachines to the Text.ile Research Institute in Bandung.

In view of Indonesia's intended expansion of its textile industry,
he Bloc may continue to be an important supplier of squimment. In
954 Indonesia had 65 textile mills in operation and the textile industry
<48 equipped with about 95,000 spindles, 12,000 mechanical looms, and
70,000 hand looms, In September 1955, the head of Indonesia's Textile
Research Institute, Dr, Safuin, accepted an invitation to visit a Czech
textile machinery sxhibit. Before his departure he declared that Indonesia
at that time had only 20 percent of its minimum requirements of textile
machinery. The potential impact of Bloc equipment upon Indonesia's
textile industry is therefore significant. ,
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i ooieviel Irade Prome ! jona, Aetivities

e Gincodeviar Bion couintries have made onsiderasbls afforts in
im past wpevaral years to promote and increase economic relations with
Llonss a,  These afforts hevs included the conclusion of trade agrwe-
mont a, the estac! ishment > permanent irade cffices in Diakarta, active
parti :;=tion in the Djakart: International Trzde Fairs, and intensifisd
adveriizing. 3ince the installistion of the Ali governments, varisus
good w:il trips nave been mnde to Bloc tcuntries by the Fresident and
dslegations of members of parliament.

A. Trade Agreements with Bloc Countries

Indenssia currently ‘Nuvember i356; nas trade agreements with
the Ulli, Csechosiovakia, and Communist China. There is alsoc a speciel
agreement Detweor the East German Chamber of Foreign Trade and the
Indonesian National Trade Urganization. Explred annual agreements with
Hungary, Foland, Hunania and Bulgaria are bsing rensgotiated in the
so~calisd "new terms” calling for cash payments of charges rather than
barter type cancellation of balances.

Under the Alil Government which held office from July 1953 to
August 1955 government policy led to a stvengthening of trade relations
with the Bloc. Closer trade ties were negotiasted as trade agreements
weres concludsd for the first time with Communist China, Humania, and
East Germany. In early 1955 the Al Government began to show disillusicn-
ment with'’Bloc trade: implementation under the agreements had not
measured up Lo expectations; Indonesian products scld to the Bloc i
countries were being resold on the Europesn markets at lower prices; !
and the Bloc, in seeking outlets in Indonesin, appeared to favor locai i
Communist businessmen., After tha Harahap Cabinet took office in August '
1955 special trade patterns - the parallel transactions* formerly used
extcnaivaly witih Eastern Europe - were abolished. OCovermment deciarations ;
issued iu October 1955 indicated that trade arrangements with the Bive
countrisu had been unsatisfactory and had resulted in a genersl detsrioratiom
in the forsign exchange position. The Prime Minister, in 4 Parliamsntary
debats, pointaed out that raw meteriale sxpurted to the Blce had besn i
retraded in other markets in direct compatition with normal Indonesian
exports and that, under parallsl transactions, Indonesian exports were
usually sold helow world market prices with the deficit made up by
charging Indonesian consumers more for imports.

@R CTREEIERR L

* Under parallel transactions the commodities of one country are
exchanged for coamodities «f the other without transfer of funds.

D ccacs-ox
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Rulearian Trade Misglon - A trade mission, headed by a Mr.
Gumnuroff, has reopened a trade office in Djakarta. |

C.

. Communist China, Csechoslovakia, East Germany, Hungary, Foland,
and Rumania participated in the 3rd Internatiocnal Trade Fair held in
DJakarta from 18 August - 26 September 1955. Foland and Rumania had
only information booths and East Germany exhibited through a local
agent. While the Bloc countries did not dominate the Fair za they
had in 1954, they nevertheless made a very impressive showing. The
Cgechs were the most aggressive in publicizing their exhibit, running
a series of ads in local newspapers about the products on display. As
in the past, the Bloc countries used the Fair for major propaganda
purposes, exhibiting their products in an effort to convince Indonesia
they were capable of supplying Indonesian requirements for capital and
-consumer goods. Remarks made by some I,donesisn officials and business-
men indicated that China, Czechoslovakia, and Hungary had, to some
extent, succeedad in establishing such s conviction. E

D. Intensified Advertising i
The Bloc countries have advertised extensively to promote sales

of their products. Polish advertisements appearing in the Indonesian
- press have listed 14 Polish trade organizations which claim to be able
to daliver a wide range of goods including heavy capital equipment,
ships, and motor vehicles. The Czech Commercial repressntative attached
to the Czech Consulate General,- in an effort to interest local importers
in Medan in Czech products, distributed to importers a catalogue listing
8 wide varisty of available products. In included machinery, vehicles
and light engineering products, textiles and leather goods, ceramic
and glass products. A Rumanian delegation was alsoc in Medan demonstrating
agricultural machinery -- a crawier tractor, a triple-gang plow, disc-
harrows, and other farm equipment -- to the employees of the Office of
Agriculture in North Sumstrs. The Soviet Embassy is planning to launch
a large-gcale publishing and information program in Indonesia.

- b -
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1. fes Mwveloprental tjelstarce io Iidonesis

Feononic development e been riven high prioritr br the Indonesian
soverrmtib, Lut Yimites Timnefal resourcesg have prevented 3 sirnificant i
wrcese W tie rate of capital investment. Private capital lLias fa:} i
U conpengate for ti.c low level of povesnment investhent, GCovermriontal
ligy, eonditioned oy intense.rationalism and directed at Lie "Indow i
neglanimmtion” of 311 companics,. has gought to limit the economic .
'nfluence of foreirn investors. Failire % dovelop & realistic foreigm
snvestnont law to provide guaruntees.agtingt natiomalization, doubl: taxse
tion, settlerwnt of iand conecaaion richte, and assurances thaet profits
can be ‘transferrec abroad las discouraged reinvestrent as Well as new
investnent Ly forcirn capital. Foreign aid profrane lawve bLeen restricted
bty Indoncsian attitudes = a foar of having restricticns lmposed an tireir
sovereipnty and freedon of action and a gensitivity to foreipn influence.

- Al the same tinme Indonesia has not had the domestic resources ard ecororie
institutions to underiake an cxtensive eccnomic development Prorran withe
mit outside Zasistance. ‘

o e oo g

To date. the SinceSoviet loc has rrovided Indonesia with known crecits
Wwialling "112,3 aillion. f this total, the USER has provided 100 1illfen
and the Furopean Satellites 12,3, The Soviet eredit progran will undoubtedly
involve larye shipmenis of capital equipment to Indonesia. Following the
rettcrn establighed in Iiia and Afgnenistan, Soviet techintcians will
rrebably Le eent to man the installations in theiyr initial phase of :
operations and to train Indcnesians in the use of the equipnent. ;E

Prior to the signature of the Soviet econonie ald agreenent, {n
Sertebey 1956, Dloc technical assistance to Indonesiz wvas linlted to stalle
actle projects-~the constriction of a supar refinery, a camvage-producing
fuctory, a tirc factor: and an crarelvare factory. Inder the Soviet credit
a;reenend, however, tec'.ricul assistance ill probably be extenced to the
larpe-seale develiopesnt, vThute st s Lydroelectrie installations,
conl-nines and the developnent of non~ferr us netal ore deposite all of
which have been given & nifh priority by the Indonesisn Covermment in ivs
industrialization prorram, The Soviet mission which will bepin survey work
in 1957 in the above fields will be in a position to exercise considersble
influence in establishine a format for their developnent,

Prior to 1756 Bloc assistance nad been carried out by the Turopean
Satellites, nrinarily Mast Cermany and Cgechoslovakia, It 1s evident that
ti.e Moc intends to participate in Indonesia's eccnonic developrent on a
large«pcale, The Increased Mloc aid Programg are supported by Prime
Minister Al1's povernment. .
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An Trat German enntract wag sicmes v et romre 1905, for the
crritmietion of a anpar factory in Jordakorts (Soota varn) . The murar
fael ry will have a canuc ty af 2,000 tons of sugar per 2l hours itk

s itioml) distiller copacity of 1,500 tons of snlrit daily. It has
e teported that sovoveriiatel 1,200 heetares of laud {about 2, 07
rerd Wil be planted wiil guoar cane to supply e mills  The fuctory
is L oemmlar 10,000 workers, The total cane rrivding capacity per
2l . urg of Indrnesia g wrar factories is currontly 7,527 tons. The
Jiy stianrta factors will frereise total cane prindd ar capacity ver
2l; hours by 3 nercent. .

- B

Fagt Cermany showed an dactive interest ir obtaining the
contract for thia project. Tn leptember 1985)L Redoff, Deputy Chier of
KT 7% (Food Installation of DIA Tnvest.Bxnorts) wng augi med to
Djakarta as a nember of the Mgt Nermar trade viscian hecavse he har
gonme teciniral knowledpe about supar factories. urivec the same yriod
Pach, head of the Indonecian, Turkish, and 'orth ' sponn gection of
VIH DFYX+* ves sent to Indonesia to plar the establisiment of SULAY
factories. Althcensh the Indenwrian inistor of Finanes announced irn
Loverber or Nocenber 1954 thot o decision had bei v reached for the
construction of the surar factory {offers had beer recoived Lrom
Vest Corrany, the Netherlands, Uzechoslovakia and “ags Sermany), infor-
mation received at this time is led that VI IT'X had received the
contract throueh NTA Invest-Ixovort,

In Yehruary 1507 o Porsal contract for the eonstruction of the
gurar faciory wag nirned with Fast Germany. The torns of the contract
specilied that Tagt Cerqans mwusd Aeliver the equipment in such a way to
enable oo raw surar fastor (i cludang power station, rmolasses-tank,
supar laboratory, and trarsport installations) to be put into operation
or. J5 Aurmist 19865 1o wiite su;ar stage on 15 Septermber 1956; the spirit
plart on T Asril 179575 ard the workshop and foundry on 1 farch 1957,

# DA Invest Ixport uzs established in April 1951 to facilit:te the
Rivwrs of conplete Industrial installationg and is responsible for
centiicting forelpn firms and negotiating contracts. VIB INEX was
established to carry out the more technical work of contracting for
all equipnent for a riven plant and to supervise the execution of

conLyota .,
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inder the tems of the contract the total costs of the

o mment for the factory were listed as 2,019,519 pounds sterling

o crorirrtely T3,0 i1 ion). Ingtallation expenses and the travel
Woaowes ant aslardes or the ast German techniciane were included in
Yoomrchase vrice of the equipment. Tgtirates rade of the total costy

« onadruetirg aueh a2 Juctory have nlaced the value as high as '

*312. ~Ulion. ultan Lanengiu Duwono, hesd of the self.-.governing region |
v oplekarta, indiested a1t the unl r of the first shipment of rnachinery;
o Whe factory that 90 ~illion rupiahs approximately 7,8 million using i
Y conversior rate of 1 rupiah/0.087) had already been earrmrked for ;
oo for the factory and that an additional 60 million rupiahs :
(aprroximately "5.0 nillion) would be needed. : :

Payment is to be made in 6 annual installments over tie period
12561961 and in the following ways :

(a) up t0 1 Mec 1956 o o o o . » L0 percent of the first
annual installment

on 15 J&nl957 © % 0 @ 3 ¢ o 60 percent of the first
annual installnment

RTIRNIN: MM 1 e e v -

(b} on 1 Aup and
19583 1959, 1960, H
and1961¢oooooaoaaSOpercentofﬂleannual i
installment payable at ;
the fixed dates [

There 15 nothing in the terms of the contract to indicate payment will
be made by Indonesian deliveries of sugar as has bteen indicated by some
sources. The terms specify that payments nade to the special account
of the Neutschen lNoten Dank to have been establishied with the lLank of
Indonesia can be used by Fast Germany for the purchase of Indonesian
procducts listed in an attachnent to the contracts This list includes
products normally exported by Indonesia to the Bloc=~the riost irportant
of which are rubber and tin. '

An Fast German DIA Invest-Export representative arrived in
Jogjakarta in September to discuss certain clauses in the contract for
the purchase of Fast Cerman machinery, As a result of the talks,

DIA Invest~Export made preparations to open an office in Jogja in order
to speed up the construction of the mill and to expedite transportation
of the equirment ordered from Fast Germany. A !Mr, Sifert was naned

as the Fast Germany NIA representative. ' .

Sbonrr j
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The sugar factory was scheduled to cormence initial operations
in sumat 1956, btut only one~third of the machinery had arrived by the
onc of Junee In April it was reported that appreximately Rp 25 million

/72,2 million) had been spent, with only part of the foundations of the
pli- t completed and work partly finished on houging for personnel and
+ ¢ onnnecting rallway syure

 ‘There have been indications that inadequate domestic financing
r.v the loocal costs of the factory is a problem, According to the Sultan; -
+: ¢« central povermment has released only a portion of the Pp 200 nillion
creviit whieh had been promised to cover the local costs of ths plant.
In aspite of the fact that the delay ray have been caused in part by the
fMmilure of Indonesia to provide adequate fimneing and transnortation
facilities for the equipment, the Mast Germans will alrost certainly be
blaned. :

A mmber of Indonesian officials have expressed dissatisfaction
with the Fast German contract and disappointment in the execution of
the plans. Dr.Djuanda, State !'inister for Planning, has stated that the
Sultan of Jogja proceeded with the project against the advice of the
goverment, -The Sultan himself admitted that the factory was costing
3 t0 6 times the original estimate. He claimed one of the reasons for
the increase in cost was that Fast Germany was not accustomed to
erecting a complete sugar factory but only in mamufacturing some of the

. equipment.

7o date there is no definite date mentioned for the completion
of the sugar factory although the centrel poverrnnent is anxious that it
be completed by the end of 1957, Completion of the plant will primarily
depend on the availability of domestic financing thich i= still
questionable, '

Sugar production in Indonesia has steadily increased since the
war, with 1955 production estimated at 850,000 m, t. compared with
718,000 m, to for 195) and 619,521 m. t. for 1953, Domestic consurption
requirements have almost equalled anmal production, however. The
follouing table shows Indonesia's domestic consumption of white supar for-
1950-1955¢

I

- 10 =
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{ear

1950
1751
1552
1953
1954
195%

The construction of the Fast Cerman plant falls within the froverment's
plans for agricultural projects, the primary purposes of which are to
rake Indonesia self-sufficient in food and tc inerease the exportation

. .

Domestic Production
Metric Tons

221,700
k21,467
456,104
518,031
498,301
665,166 \

Domestic Co miion
En:ﬁ og

Production

el
96
99
80
69
78

of apricultural produce in order to acquire foreigm exchange,
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8. Cpechoslovekis

‘ Czech efforts to provide technical assistance for Indonesia's
econonic development met with very little success in 1955, Only one
suall-scale project, the construction of a canvas-producing factory,
wa; undertaken with Czech assistance. A January 1955 article in Anetg,
in reporting on this project, indicated most of the textile machinery
had arrived and Csech techniclans were assisting in the mounting and
operatiop of the machinery. An Embassy check-up revealed the press
releass was sxaggerated; ihe textils machinery had not arrived nor had
construction work begun. Date of arrival of either the textile machinery
or the Csech technicians is not known. Reports that Czechoslovakia is
bullding an electric power plant, a factory for radio receivers, a
pharmaceutical plant, and a factory for small and medium-sized agri-
cultural machines have not been confirmed.

However, Indonesian Economic Ministry sources revealed on 13
April that the Czech Government had submitted a draft credit agreement
to the Indonesian Government under which credits would be granted to
Indonesia for the establishment of such industries as steel, cement,
textlles, glass, paper and pulp, and fertiliger. The Foreign Office
has stated this wae & revision of the draft on which the countries had
falled to agree in July 1955, The Embassy understood that the total
line of credit is not epecified but that subaidiary agreements are to
be reached on a project-by-project basis. The terms call for payment
in sterling with 10 percent down, 15 percent on the first shipment and
the balance in 9 semi-annual installments. The draft envisages the use
of Czech technicians whose expenses will be paid in local currency.
The agreement was signed on 16 May and the press reported the first
eredit under the agreement was the $1.6 million credit to the Indo-
nesian Tire and Rubber Company. '

The credit will be used by the Indonesian Tire and Rubber
Company to equip a tire factory in Djakarta. A contract for this
purpose wes signed between the Bank of Industry and the Czech firm,
Technoexport. :

Information received from the Goodyear Tire and Rubber
Company reveals that the total cost of equipment for the tire factory
is Rp 50 million ($4,386,000). Equipment valued at Rp 18 million
($1.6 million) is scheduled to arrive in Djakarta in January 1957, The
plant, scheduled to begin operations in January 1958, is to produce
600 tires per day in two sizes, 6,00 x 16 for Jeeps, light trucks and
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passenger cars, and 7.50 x 20 for heavier trucks. The existing factory
in Indonesia, operated by Goodyear, produces about 1,000 motor wehicle
tires per day and supplies about 65 percent of the market.

In early 1956 Prague announced the conclusion of a second
contract by Technoexport (under the Czech credit agreement) for the
construction of an enamelvare factory which is to turn out 750 tons of
enamel utensils a year. The Czechs are to deliver the complete equip-
ment including an electric power station. Czech technicians are to
install the equipment and train Indonesian workers in the servicing of
the machinery and in production methods. According to press reports,
part of the enamelware factory equipment has arrived in Indonesia.

Czechoslovakia 15 continuing to exert considerable effort to
promote the sales of its Industrial products. It has been reported
that Czechoslovakia is planning to have a mobile exposition of its
industrial products tour the large cities of Indonesla. A standing
offer has been made to send Czech experts to train Indonesian techni-
cians in the use of Czech Industrial machinery ordered by Indonesia.
Currently there are two Czech technicians working, without pay, in
Modjokerto in Eest Java province, testing bulldogers, heavy trucks, amd
locomotives ordered from Czechoslovakia by the East Java Public Works
Service. The equipment, valued at approximately $780,000, will be sent
to Kediri residency in south Java for use in construction work on the
Brantas River flood control project and in the digging of a new
irrigation canal.
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C. Rumania

A Rumanian-Indonesian agreement of August 1954 included a
provision for Rumanian assistance in the construction of a cement mill,
in drilling oilwells and wvorking mineral deposits. ) i

In October 1955 the head of the Rumanian Trade Office in
Djakarta made an offer for the construction of a cement mill on long-
- term credit. Rumanian technicians were due to arrive in January 1956
for a 2-month survey to select a suitable site for the plant, Indonesis
already has one cement plant in operation and construction work is pro-
~gressing on a cement at Cresik, near Surabaya (East Java), which is
being financed by an Export-Import Bank loan. Anticipated production
of the Gresik plant, added to current production, is expected to bring
local cement output close to the present demands of the domestic market.
Dr. Djuanda has stated that the plant at Gresik will save Indonesias
approximately $6 million per year in foreign exchange., Construction of
this third plant would mske Indonesia self-gufficient in cement and
might even supply a surplus for export. It also would have the con-
comitant result of displacing Bloc exports of cement in Indonesia,
Over half of Indonesia's total cement imports in the first half uf i<
were supplied by the Bloc. Of total Bloc exports of cement Lo Licunsaia
in January--June 1955 approximately 70 percent was supplied by Czecho-
slovakia, 23 percent by Rumania, and the reasinder by Foland and
Hungary. Although the Indonesian Governmeszt has not annocunced that
Rumania has been awarded the contract for construction of this cement
plant, it sesms likely that Rumanian mssistance will be acgepted .

In July 19% an offer was made by tumunia to operate the , '
Nerth comatrs ollfields for a period of 1T years. This offer ia still : i
under conslderation by the Indonesian Government. East Germany snd
Czecheoslovakia have uls: exprossed an interest in providing techries:
assistance in these fields.

Tre government appeared tu e split over the issue of the oll.
flelda, with one facticn fev ring nationalizat’. e «f the oilffelds, -
secord faetdon favorloy exploftaticn of the Fie.ds oy NIV, a yotot
Netherlands~Indunesian petroleum conpany, and o inivd favorin, 4 re
6f the flelds to BIM, a Duteh o1l Company. A cooeer i pepory dviiesd,
thnat within & years Indonesla wouid have to iImg ot kercssne as dcume -
sensunption would exceed pr.ductlon has appare:’ iy sade Lie olue b

the problem more urgent. Tne Lubas. - has {ndicuted thst whe o1 acop-
F & J
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look better for having NIAM take over oil exploiiaiion concessions in

North Sumatra. It is unlikely that anything will come of the Susanian
offer of assistance if negotiations are successful with ¥ . On the

other hand, if it is decided to nationalize the oilfields Bloc cifers

of assistance will more than likely be accepted.

Indonesia’s failure to establish a stable petrolewm policy
presents a sizable drawback for foreign investors. Under present
conditions each fareign firm must make separste arvangemsnds for con-
cessions, taxes, and the use of foreign exchangs - all of which ape
subject to change. In mid-September the Indonesian Economic Minisbtep
indicated that the draft petroleum bill involving decisions on reneval,
extension, and revision of o0il expleitation concessions by foreiga
companies was ready for dlscussion by the Planning Counzil, He gitated
that the bill was aimed at the most efficient possible exploiiation of
Indonesia’s oilfields,
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CONT INUED CONTROL

. De viet

' Joint talks on the USSR's offer of technical and economic aid
took place in Djakarta in August 1956. One stumbling block to the
conclusion of the talks appeared to be the question of repayment of
‘the loan. The Indonesians wanted repayment to bsgin after the project
ws completed, but the Soviets wanted repayment to begin when the goods
wore shipped. Proposals made by the Soviet delegation -‘or some aid
projects, including credit offers of $50 to $100 million, were
consistently rejected by the Indonesians on the basis of the incomplete
status of their 5-ysar plaa.

- The Soviet-Indonesian economic and technical 2id agreemsnt
was signad on 15 September 1956. The agreement providad for a Soviet
line of credit equivalent to $100 million for industrisl projects.

The credit which will be repaid over a 12-yoar period at 24 percent
interest beginning 3 years after the loan has besn made is payable in
sterling or Indonesian raw materials. The Soviets will make experts
available for research in psaceful uses of atomic energy and will train
Indonesians in this field. It was announced that Sovist credits would
bs used for financing 11 government-operated projects in the electric
power, coal, chemicals, pulp and paper, and cement industries. Separate
- agreements are to be concluded later for specific projocts.

A Soviet mission, scheduled to be sent. to Indonesia in 1957,
will start preliminary swrveys of the coal, nonferrous metal, hydro-
electric, and industrial raw material resources. The draft proposal
which was drawn up by the Indonesian delegstion outlinsd the following
Frojects for Soviet technical assistance within the ascope of the aid
agreement: . ' .

- Conduct geclogical surveys of coal
deposits in Kalimantan and West Sumatra and conduct research
work on the industrial utiligaticn of thess deposits. Inspsc-
tion of the Umbilin coal mines in Sumatra and geological
surveys of the coal reserves of the ussd mine fields in the
region. Rendsr advice on increased production msthods for
the Umbilin coal mines and on the industrial utilization
of the deposits in the region. '

Yon-fercous Indusiry - Conduct geological survérs of
nickel deposits in Sulawesi and research work on the
technological process of working the ores. Render advice
on the industrial utilization of the deposita».

CONT INUED. CONTROL
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Elsctric Power Flantg - Conduct exploratory work in the
Lake Towuti area to determine the best utilization of its
hydreelectric resources and render advice on the construc-
tion of a water power plant. Render advice on the extension
or reconsiruction of existing steam power plants.

- 2uklding Materisl Industry - Conduct a survey to deternmine \
cement raw material reserves in the regiom of Makagsar {Sulawasi),
Ternste (Halmshera Island), and Flores. Advice on the construc-
tion of a cement plant. Conduct ressarch on the techaciogical
process of the mamufacture of building materials on ths basis

of local matserials. : ‘ f

Paper Industry - Inspect forest regions in Kalimantan
and condust ressarch on technological process of pulp manu-
facture. Render advice on the industriai utilization of
forest regions for the manufacture of paper and rayon fibara,

Boad Construction gnd Wateryays - Survey highways on
Sumatra and Xalimantan islands to Getermine the work necessary
for their rsconstruction. Conduct ressarch to dstermine the
effort necessary to deepen the bottoms of rivers. E

cult P - Visitors and fellowships as
required by the Ministry of Agriculture. E

: It is not certain that all of the projects listed above will
come undsr the Soviet line of credit.

CONTINUED GONIROL
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E. Qther Bloc Countries

Both Poland and Communist China have made vague offers o7
technical assistance to Indonesie. The heaé of the Folish Lrade sdission
to Indonesia announced in November 1955 that Polend was willing to give
industrial and textile manufacturing aid to Indonesia. The EOVOrLmsny
is studying the Polish offer.

In a Novembsr 1956 speech to army officers President Silwuo
disclosed that during his visit to Communist China ¥ao Tge-tung hwd
offered Indonesia credits at low interest. The offer vas repeated Lo
Foreign Minister Abdulgani by Chou En-lai and Maprshal Chen Yi, Tis
communique on the remewel of the Communist Chinsge-Indenssian trace
agreement revealed that Peiping offered to train Indonesiars in tis use
of light Industrial equipment which 1t would meke availsble wnder Lhe
agreemant, ' :

F,

The Bloc countries have granted & nuaber of scholersbise vo
Indonesisnstudents for specialised studies in Commusist univeraivies,
East Germany granted 15 scholarehipe for study at Fast CGerman
universities and Czevhoslovukia offered 9 scholarships to indonuu.an
students. The Chafrman of the Indonesian Industriel Board stebed in
Septembar 1956 that since 195% the USSR made a stavling offer or =5
scholarahips for technical iraining and 200 schoiarships for industrial
training at Fussien universitice and techmical institutes. The Board
is planning ‘o send 15 students to the USSR im 1957 for incustrial
training. The departure in November 195 of 23 fndonmesian studonta foxr
the USSR and Poland to¢ study under scholsxrships was postpored due %o the
tenee international situation. :

The Indonesian Government is awere that it must ovorcous ita
shortages of trained persomnel in order to sucesssially implemont its
sconcxic dcvelopment program. One of the stepe the governmeni has
taken in the expansion of its educationsl prograu bas been to send

Indonesian students to colleges and graduate schools abroad,
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(ocmkimmnd) ~ (valmes in thoussmls of § UB)
East |

w ~ . .

1951 % T XN %56 AR, - L% LR

192 BB - 133 %R, - g. R,

l.ssz B, MR KR, 107 261 IR

155 ne  mp 15 oo & i

1956 Jen- E.B. N.B. 56 E.R. 148 ’§:m li'.'g
Jime o

Dports

1951 BR. N.BR. 3,069 B.B. oh3 320 N.R.

1952 KR, '92 a:g 5 33 3™ mR.

1653 AR, R, 2, AR 1,59 2

195 xn I DI 5e 82n 38 1,60

. {3 [ 7 L ] -] - 2 1

1956 Ja- N.B. 12 aig-z 1,003 1,676 "}’378 ’6%

a. less than §500
1. Datas for 1556, Jan-dune
Source: wdcme,mdmmcm,m
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Metric Metric
~Tons,  Value _Topg

S1lk yarns for weaving 34 159 10
Cotton yarn and thread 19,616 27,672 237
Yarn of syn. staple fibers 13,135 14,951 39
Cotton fabrics, standard typs 53,281 91,835 8,939
Fabrics of fine animal hair,

pure or mixed with tex.

fibers other than silk and

syn. not incl. laces, ribbons

and spec. fab. for tech. use L13 1,698 132
Fab. of ayn. tex. fibers,

standard typs, not inel.

sarongs, lace fab., lace

and narrow fabrics 9,229 16,163 669
Curtains, upholstery and

dramry mato’ NeBeBs 27 83 11
"Lacs fsb., lace, trims,

ribbons, and other sim.

wares; n.e.s. of cotton 119 293 9
Spec. textile fabrics, and

related products 7383 8,296 145

Hald. linens; blankets and
coverlets of cotton and

of fine animal hair 1,003 646 93
104,240 161,796 10,28,

W AN eae @D eum A
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Total from World Iotal Crom Bloc  Percemt

Netric Vetric
Jons. Yalue _Tops. Yalme
Silk yarns for weaving 92 504, 2 100 19.8
Cotton yarn for weaving, single,
unbleached 10,058 13,092 30 35 0.3
Cotton sewing thread, other
than on reels and claws 40 ns 5 IR 3.4
Cotton fabrics, stand type, not )
incl, narrow and spec. fabrics 58,851 107,61, 2,255 4,143 3.8

Fabrics of fine animal hair,

pure, or mixed with text.

fibers, other than silk or

synthetic, not incl. pile ’

feb., laces,ridbons and

8Spac, fab. for tech. use m 1,5]1& 10 w 206
Oil-cloth and sim, fabrics

except for upholstering,

articles thersof 70 86 6 360 Loy
Ropes, cables, cord, sail twine,

packing thread and fishnet 2,020 1,393 Liy 53 3.8
Belting silk gauze, filter :

cloth, trans and conu. bslts

and sim. tex. n.e.s. used for

manufacture of ind. acc. , 60 166 1 3 1.8
Cotton blankets and coverlets,
except csrdad blenkets 82 57 3 4 6.0
75,693 132,817 2,495, hy753 3.6
“SeEeER—
wlZe
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. Lecal Rammhumj for Bloe Preduots
Cacobanlovakis
No V. Ombilis Trading Ce, Cimumg Sehard - -?kcdu end Tes machine teols
Firva Sjam exd Cemp, Dj1 Hajam Waruk 31 Chemapel dyestuffs amd
’ industrial

chenicals
No Vo R, Periutis, Djalam Perniagean 72  Skede amd Slavia engines
N. V. MASS, Djalan Djemiral Sudirman Skoda and Motokov Mator
Vehiclen
N. V. Alimy, Petjenongan Java bicycles and motereycles
‘ _.'Shee machimery, Brue
_ . firearms
N. Vv, Hard jasari, 34 Djalan Assem Bary .- Kove primtimg machinery
N. V. Alpine, Kramat Raja 16 Zétepr iructa:a
No Vo Indoprom, 21 Djalanm Gadjah Meda Chemapsl Pharmaceutical
. , Chemicals
Eaat Cermayy

Ichseni, Ltd., Djalax Orpe 70 Sele agent for sale of
. machinery exhibited at
3rd Internationmal Trade
Fair

Asram Inci, C, V. Sele representative for
the IFA auto factery
in Fast Gérmany

Fim\Autotechnimm Leidemeyer, Djelan Raja
Kramat 74 o Csepnl Metercycles
N, ¥, Pepulair, Pesar Bary 23 ._¢ Tungsram 1ight bulbs and
radis tubes
Rehmay \ Sole agent for textiles
R %
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AESENDIX 11 |
Free World Assistance and Iavestment (Other than U, 8.)

Apart from the Netherlands loanm of 1950 for $73.7 millienm,

!.

‘assistance from other Free World eountries through June 1956 had been
omall, Ia 1954 the Minigter of Fimance, Mr. Ong Eng Die, repertedly

stated that the govermment had obtained loans abread totallimg

1 billioa (appreaximately $83 million) ~-Rp, 400 million (appreximately
$35 millisn) from Framee, Rp. 300 milliem (approximately $26 million)
from West Germany amd Rp. 200 million (approximately $17.5 million)
frem the Netherlamds. A subsequent Fubassy check with members ef other
Miggions and officials in the Mimistry of Fimance revealed the status

of the oredits from these coumtries to be as follows:

-~ France and Indonesia reached em agreement
in Jume 1954 at the cemclusion of their trade agreememt
negotiations which provided for credits teteilimg 12
million frames (sppreximately $35 millicm) te be used
within ome year smd repayable ever & period of 7 years.
The oredits were to be used for the purclase in Fraace
of capital goods—hydroelectric imastallations, power
and electric equipment, buildimg equipment, ships,
mining equipment, As of the end of 1954 no sgreemeat
had been reached on the terms for the implementation of
the credit amd the French Goverament was becoming
impatient amd had asked the Iadonesian Coveramsat to come
te seme early comclusioms or release the credit for use
by France in sther parts ef the world.

G = An sagreement with the Bank Verein
Westduetschland, Dusseldorf, simply provided that the
Bank would comsider requests for oredit from Imdonesia,
and if the project wes comsidered sound and terms of

eredit ecould be agreed upon, the Bamk would graat the eredit.

The amount and eredit terms were mot stated. There had

been no specifie requests submitted to the Bamk for eredit

as of December 1954,

= The Bank of Indoneslia was autheriged

. Zbe Nefherlands

by the Mometery Council om 9 April 1954 to comelude a
credit agreement with the N. V. Export Financiering Mij,
the Hague, for appreximately 75 millien rupishs (spprex-
imately $6.5 million). According to the Commereial
Counselor of the Office of the High Commissioner for

the Netherlands mome of the credit had beea used as of
December 1954. He added thet the credit is to be used
for projects which must have the prior approval of the
Netherlemds Government and can, im mo semse, be dispemsed
freely by the Indenesians as olaimed by the Minister of
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Failure of the Indonesian Goverzment to provide the mecessary
guarantees for foreign iavestment—guarentces against mationalisation
and double taxation, settlemenmi of land eenvession rights amd assur-
ances that profits cam be transferred alroad--has discouraged reipn-
vestment as well as new investment by foreign capitel. The withdrawval
of Dutch capital, primerily invested im rubber Plantations, has beer
most extenaive, but in 1954 British and US interests also ammounced
their intentions of liquidating particular holdings. US petraleum
interests-Standard Vacuum and Caltex~expect, however, te imvest
approximately $140 million in Indonesia over the next four or five
Years. Mom transfer of profits is tied te compitments of new
investment of 80 million by Stanvac ami of £60 million by Caltex.

Japanese govermmental approval for the establizhment of a Joint Japenese--
Indonesian National Regonstruction Bank. The bank will have a capitel
of 50 million rupishs (appreximately $4.4 million), 49 percemt of which
will be previded by & Japanese company and 51 perseat by private Imdo-
nesian iavestors. The Japanese investor, Isshiwars Sangyo Company,

has reportedly paid its first installment. The bank will net engage

in foreign exchange transactions s but it will lend money for the develop.
ment of Indonesia’s petrsleum industry, interisland shipping services,
and other industries.

In mid-June 1956 a contract to finance machinery for a rice straw
paper mill in Central Java under a four-year oredit was concluded .
between the State Industrial Bank and an Italien firm "Cellulome
Pemilioe." The m{ll, scheduled to open by mid<1958, is to have an
anmual eapeeity of 7,500 toms, A second State Industrial Bank teajent
for an asbestos cement factery mear Gresik (East Java) is te have
Italian teehnical aid amd fimancial aid from New Zealand under ths
Celombe plan. New Zesland assistanes has alse beem reported for
planned tammery and @lass factories. The Indonesian foreign oredits
comnlttes has anmounsed the contimued eppertunity for sapdtal goeds
imports usder lomg-tern oredits from the Netherlamds, West Germany,
France, Sweden, Italy, Csecheslovakia, the UX and the s,

~a—
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