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Usroh prosecutions

The Muslim movement known as usroh which emerged recently
in the southern regions of Centrol Java is now spreading
northward, according to warnings that have been issued by
the Central Java military commander. The movement takes
its name from the Ardbic word, usrah, meaning family or
close-knit group. For a full analysis, please turn to
page 2.

According to TAPOL records, twenty-nine usroh activists
have been tried so far, all of them on charges of
subversion. The sentences have been severe and there have
been no acquittals. Other trials are currently in
progress and more are likely to begin soon as many
witnesses are referred to only by their initials.

The trials so far have been concentrated in the south,
in Klaten, Jogjakarta, Sukocharjo, Surokarta, Karanganyar,
Boyolali, Brebes, Ngawi and Bantul. We have monitored
sixteen verdicts ranging from five to eleven years. Five
men were sentenced to seven years, four were given eight

General Murdani warns
against communists, Muslims, liberals
and the foreign press

In a special briefing to provincial governors in advance
of the general election to be held this April, General
Benny Murdani, commander-in-chief of the Indonesian armed
forces, listed communists, Muslim extremists, liberals
and the foreign press as the main threats to Indonesia's
security.

He claimed that the communists, whose party and mass
organisations have been outlawed since 1965, were still
the most serious threat, warning that activists from
Eastern Europe had entered the country illegally and had
not been captured. Moreover, during a 3-month period last
year, nine tons of 'communist propaganda materials' had
been seized.

As for Muslims, there hod been 'riots' in the past year
(not reported in the press, as far as TAPOL is aware)
though 'fundamentalism' had been handled with great
severity. Liberals were another menace. These were
people who were "preaching human rights in order to be
able to do whatever they liked"

The final bogey was the foreign media, particularly the
Avustralion and US press, attack by Murdani "for
portraying Indonesia as undemocratic and militaristic."

Peter Hiett, BBC, reporting this latest Murdani attack
on perceived security threats, said that his ottack on
the foreign press reinforces hints that restrictions may
be ploced on foreign correspondents who try to cover the

elections ( BBC dispatch, 21 January).

continue

years, four received six years ond the other three got
five, nine and eleven years each. The ten-year sentence
against Sugiman al Yulianto (see TAPOL Bulletin No 78)
was reduced to seven years on appeal.

The military authorities in Central Java huve meanwhile
started security operations against mosques in Semarang,
the provincial capital, and elsewhere, on the pretext of
rooting out usroh influence. Syafaat Habib, secretary-
general of the Indonesian Mosque Council, while not
doring to protest against such intrusions into places of
worship, stressed that what goes on inside a mosque is a
matter for the mosque committee to regulate. As for the
military operations, he confined himself to saying that
if usroh activities in the mosques were likely to
threaten security, the authorities should act with care.
"We hope that, if the military commander takes such
measures, he will first have carried out thorough
investigations" (Pelita, 30 December 1984).
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- ECONOMICS

Suharto’s Indonesia now seen as a

“high

It came os a profound shock to many in Jakarta when the
London Economist, in its year-end analysis of the
fortunes of countries of the Third World, placed
Indonesia high in the category of ‘high-risk' countries,
three points behind South Africa and only six points
behind Chile, El Salvador, Vietnam and Zaire. The shock
was so great that the article became a major contributory
factor to an end-of-year rush on the rupiah, forcing the
foreign exchange market in Jakarta to close for a day.

The main cause of the rush to buy dollars was a sudden
panic over rumours that the Suharto government was about
impose controls on foreign currency transactions or to
devalue the rupiah for the second time in less than six
months. According to one analyst, the fear originated
among several foreign banks in Jakarta "who advised their
big clients to shift to dollar positions" ( Jakarta Post,
3 January 1987).

"Be an optimist, mate!"

Tempo, 3 January 1987

risk”

The panic occurred a few days after Minister of Finance
Radius Prawiro announced that Indonesia's debt service
ratio (the percentage of foreign exchange earnings used
to pay interest and repay foreign loans) had exceeded 30
per cent and was fast approaching 40 per cent.

The rush to buy dollars is only the latest sign of a
growing lack of confidence, at home and abroad, in the
ability of the military regime to pull Indonesia out of
the economic crisis that has gripped it for the past two
years. The problems are deep and far-reaching. The 45 per
cent devaluation announced on 12 September 1986 has
failed to boost non-petroleum exports, foreign investors
are turning their backs on Indonesia, foreign aid has
become the mainstay of state revenue and, worst of all,
moves to end monopolistic privileges enjoyed by close
relatives and cronies of Suharto in the import business
are as remote as ever.

The Fconaomist's assessment

In a league table of fifty countries published by The
Economist, 20 December 1984, Indonesia did particularly

badly under the heading, ‘political offairs'. The
countries were divided into ‘hyper-risk' (four
countries), 'very high-risk' (seven), ‘high-risk'

(seventeen) with Indonesia in fourth place, and the
remaining twenty-two in 'medium-risk' and 'low risk'
categories.

Indonesia's highest score was under the heading 'war’,
obviously for its wars against East Timor and West Papua.
It got its second worst scores for authoritarianism,
illegitimacy of government and the 'staleness' of its
style of government. The other high scores were for
corruption and commodity dependence. _

No-one, not even the journal itself, claimed that the
“"Countries in Trouble" league table was scientifically
valid. But it was intended to guide potential investors
ond lenders, which made it more worrying to businessmen
in Jakarta than the most carefully constructed academic
analysis.

A budget to stifle wages and cut jobs

The 1987/88 budget announced by President Suharto on 6
January has been designed to cut back the level of
economic activity by dramatically curbing the level of
government expenditure and investment. The inevitable
result will be massive job losses and stagnation in pay
levels at a time when the vast majority of workers with
jobs receive little more than starvation wages.

Symptomatic of this policy to force down living
standards is the decision, for the second year running,
not to raise wages for the more than three million people
employed by the government. This could mean a fall of
around 20 per cent in real wages since 1985. The wage
freeze will not only affect the living standards of
government employees, however. It will also squeeze
aggregate demand and purchasing power, with devastating
consequences for businesses and jobs in all sectors of
the economy.

Tempo (20 December 1986) emphasised that this

“unpopular” policy is the result of pressure from the
World Bank, and acknowledges that it "will seriously
affect efforts to create jobs and improve wage levels for
the next year or two". The policy is being pursved
despite the fact that about 1.8 million young people from
school enter the labour force each year. It is the result
of Suharto's refusal to consider deficit financing as a
way to stimulate economic activity, also an essential
element in the World Bank's austerity doctrine for Third
World countries.

Not surprisingly, with no independent trade unions left
to represent the interests of Indonesian workers, there
have been no criticisms of this severe attack on living
standards, though businessmen have been quick to condemn
the budget because it is bound to result in retrenchment,
shut-downs and bonkruptcies. The attack on living
standards is the price Suharto is willing to pay to
safeguard Indonesia's obligations to foreign creditors.
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Revenve and foreign aid

Although Indonesia's foreign debt now exceeds $40
billion, this latest budget gets Indonesia deeper into
debt by making state revenue more than ever dependent on
foreign aid. Project aid from members of the Inter-
Governmental Group on Indonesia is budgetted to go up by
55 per cent as compared with 1986/87, from Rp. 3.5
trillion to Rp 5.43 trillion, and will now account for
about 25 per cent of state revenue.

The For Eastern Economic Review (15 January 1987)
called the budget "an unmitigated portrayal of the depth
of trouble the economy has reached". The trouble stems
from Indonesia's heavy reliance on petroleum for the past
two decades and the huge influx of foreign aid. Just as
repayment of loans and interest was beginning to peak,
the bottom fell out of the world petroleum market,
plunging the economy into o crisis of grave proportions.

Another factor aggravating the crisis is that around 50
per cent of Indonesia's foreign debt must be repaid in
foreign currencies other than the dollar - the yen, the
German mark, sterling, the Dutch guilder and so on - all
of which have appreciated in value against the dollar,
whereas the country's earnings from exports is received
almost entirely in dollars.

ECONOMICS

per cent, will be spent to service Indonesia's foreign
debt. The budget figures also reveal that the funds
needed to service the foreign debt each year (Rp 6.8
trillion) now exceed the funds received in new aid (Rp
5.43 trillion), even though aid allocations are rising.
Thus Indonesia now pays back more to its foreign
creditors than it receives annually in new credit.

At the same time, government investment will fall by
é.5 percent, from Rp. 8.3 trillion to Rp. 7.8 trillion.
But the impoct on job-creatior: is far worse thon the 6.5
per cent contraction implied because more than half - Rp
4.4 trillion - will be spent in western countries that
supply the foreign aid (Jakarta Post, 8 January 1987).
[See separate item on Indonesian-UK relations.]

In his budget speech, President Suharto expressed the
hope that private capital would be able to fill the gap
caused by falling government investment but the business
world is pessimistic. Private companies have still not
absorbed the full impact of the September devaluation in
terms of rising costs and falling demand. How then can
they be expected to expand investments or buy up ailing
state companies?

Almost without exception, commentators express the view
that the only way the disastrous impact of the budget on

Indonesia's growing debt service ratio
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As a result of the foreign exchange crisis, revenues
from the non-oil sector are budgetted for the first time
in many years to exceed revenues from the oil companies
which are expected to fall by 28.7 per cent. The budget
is based on the assumption that the price of oil will
overage $15 a barrel for the year.

To compensate for the fall in oil revenues, revenues
from income tox and VAT are budgetted to rise by 15 per
cent and 65.4 per cent respectively. Most analysts doubt
whether this is realistic because of falling purchasing
power and business activity. It is widely expected that
economic performance in 1987 will be even worse than in
1986 when Gross Domestic Product fell by 1 per cent.
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Expenditure

The budget envisages a steep fall in the level of
government expenditure within Indonesia. The expenditure
side of the budget is divided into two sections: routine
expenditures ond 'development' expenditures or government
investment. While routine expenditure will rise 14.5 per
cent compared with 1986/87, from Rp. 13.1 trillion to Rp.
15 trillion, no less than Rp 6.8 trillion of this, or 45
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the economy can be lessened is by overall deregulation of
economic institutions, in particular, by ending the
hugely profitable import monopolies that have been
granted to members of the Suharto family in the past few
years. In Indonesia the subject is taboo but just six
weeks before the new budget was announced, the Asian Woall
Street Journal dropped a bombshell by publishing three
articles unravelling the get-rich-quick ventures of
Suharto's sons and their friends. [See separate item.]

ORDER YOUR COPY NOW

The Ecologist

BANKING ON DISASTER
Indonesia’s Transmigration Programme

SURVIVAL INTERNATIONAL B C oy v e Ot B

FON THE RIONHTYS OF THREATENED TRIBAL PEOPLES g B e SN

Available from TAPOL . Price, £2.00 including dispatch, or
£3.00 including dispatch by air.
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The ‘'soft loon' bonanza

New prospects have opened up for British businesses
following the decision by the British Government,
announced in July last year, to grant £140 million in
‘soft' loans to finance the UK costs of mutually-agreed
development projects in Indonesia. The ogreement made
Indonesia the second biggest recipient of UK soft loans
after Chino and marked a commitment by the UK to win
contracts in Indonesia with the help of concessionary
fnancing ( Finaoncial Times, 19 June 1986).

As a more recent issue of the Financial Times (12
December 1986) reported, "Indonesia has rapidly
become a key market for large orders of capital equipment
and big construction work since the downturn of project
activity in the Middle East and the Gulf"'. Already the
British Export Credit Guarantee Department has given the
go-ahead for eight large projects in Indonesia involving
British companies.

UK-INDONESIAN RELATIONS ‘

This explains the composition of the London Chamber of
Commerce mission, consisting of representatives of
Lloyds, Barclays and Kleinwort Benson whose banking
facilities will support the projects, and Balfour Beatty
Construction, General Electric, Massey-Ferguson and
others who will be directly involved in the projects.

While these projects will help boost British exports
and sustain the level of 'development' projects in
Indonesia at a time of huge budget cuts, the trend is not
welcome to Indonesian contractors. The businessmen's
organisation, Kadin, has already ' complained that an
increase in the role of foreign contractors will give
foreign creditors "a large influence in determining the
suppliers of goods and services for the development
projects they have finonced" (Jakarta Post, 23 December
1986).

ECONOMICS

The Suharto family fortunes

In a feature story published in the Asian Wall Street Journal on 24, 25 and 26 NHovember 1986, Steven Jones and Raphael
Pura made a detailed investigation of the recent business ventures of members of the Suharto family, in particular, the
lucrative monaopoly interests cornered by the President’s sons. A long extract of the articles also appeared in the Wall
Street Journal on 24 November.

Although the three issues of the Asian Wall Street
Journal were immediately banned, news of their contents
spread fast, and the photocopy machines were soon hard ot
work. Five weeks earlier, the leading Jakarta evening
paper, Sinor Haropan, had been closed down indefinitely
for reporting on the same topic though with far greater
circumspection than the AWSJ. By merely reporting that
forty-four monopolies might be abolished, mentioning no
names, the daily sent Suharto into a rage and had to pay
the price. But the Jakarta business world knew precisely
what lay behind the Sinar report. As a western diplomat
said: "They (Sinar) put the problem right in the
president's living room" (AWSJ, 24 November).

The AWSJ articles are far more topical than the article
by David Jerkins, published in the Sydney Morning Herald
on 10 April 1986, which dwelt on the Suharto family's
past acquisitions. But who can explain why the Jenkins
piece aroused such public fury, with repercussions on
relations with Australia lasting for many months, while
the AWSJ onslaught was hushed up and had no repercussions
for Indonesia-US relations? Perhaps this was because Wall
Street had a hand in this latest exposure and Suharto had
to think twice before taking on such a formidaoble critic.

A stake in almost every importont commodity

Suharto's closest relatives have now emerged as
Indonesia's richest businessmen. As AWSJ puts it:

"In recent years the Suharto sons have put together a
maze of businesses giving them a stake in almost every
important com modity or service in the country. In maost
cases, these businesses originate from and thrive on
state contracts, government decrees or licences giving
concerns tied to the Suharto sons and their associates
special rights to handle the import, manufacture or
distribution of such goods or services.”

According to the paper, the Suharto sons benefit from
the following arrangements:

- The assignment of import licences, often to a single
compony.
- The use of quotas to control imports, with quotas
frequently divided among a few designated importers.
- The designation of 'aopproved traders' limiting the
number of companies that may distribute a product
domestically.
- Investment licensing to protect existing companies from
new competition.
- The designation of local joint venture partners for
major foreign investment projects, especially in public
works.
- The granting of semi-exclusive rights for service
contracts such as insurance { AWSJ 24 November).
The three Suharto sons at the centre of the AWSJ
investigation are Sigit Harjoyudanto, 35, Bambang
Trihatmodjo, 33 and Hutomo Mandala Putera krnown as Tommy,
24, By combining parts of their names, the trio are
referred to these days in Jakorta as 'Tosiba', after the
giant  Japanese electronics corporation, Toshiba.
Suharto's daughter, Siti Hardyanti known as Tutut and her
husband, Indra Kowara are also part of the story.
The following is a brief summary of the dazzling orray
of Suharto family companies and monopolies unravelled by
the AWSJ.

Bambang Trihatmodjo

Suharto's second eldest son, the most visible of the
three, has built his empire around:

P.T. Bimontara Citra registered in May 1982, The
company consists of some fifty daughter companies with
interests ranging from baby food, cardboard box and
plastics manufactures to liquefied natural gas (LNG)
tankers and oil trading. The major share-holders are
Bambang and his brother-in-law, Indra Kowara.

Panco Holding Ltd which has been designated as sole
agent for P.T. Mega Eltra, the state-owned trading
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Some transmigration sites
closed to foreigners

Transmigration Minister Martono recently admitted that
certain transmigration sites are not open to outsiders
because of restrictions imposed by the security forces.
He was answering questions from foreign journalists at a
press conference held to commemorate the 36th anniversary
of the start of the programme. The questions were
certainly prompted by the experiences of foreign
journalists during a recent trip to West Papua. The visit
took place at a time when military operations against the
OPM (Free Papua Movement) were being conducted. 1t is
likely that this, rather than specific problems in
tronsmigration sites, was the reason why some areas had
been declared out of bounds to journalists.

Martono said on the one hand that foreign critics of
transmigration were welcome. "l take this opportunity to
publicly invite our critics to come to Indonesia and see
what transmigration is all about," he said. They could go
"wherever they want" he said, though he admitted that
some sites were closed to foreigners. This was a matter
for the security forces and was not the responsibility of
his Department ( BBC dispatch, 12 December).

Peter Hiett of the BBC described Martono’s invitation
as Indonesia's "new approach to foreign criticism"

TRANSMIGRATION

prompted by the attack on transmigration contained in The
Ecologist. Since then, he said, an American public
relations firm had been signed up "to help Indonesia
mount a vigorous counter-propaganda campaign".

Sumatra "over-populated”

Martono also declared that while on the one hand
Sumatra was now suffering from over-population and would
henceforth be closed to transmigrants who are funded by
the state, the government would nevertheless "give
priority to encouraging spontaneous transmigrants to go
there because they are not state-funded" (Kompas, 13
December).

He soid the problems aofflicting Lampung which wos now a
place for the outflow of transmigrants were equally
applicable throughout the whole of Sumatra. It was
becoming ever more difficult to find land in Sumatra that
is fertile enough for cultivation. Yet, in the same
breath, Martono said that Sumatra was the best
destination for spontaneous transmigrants because of its
proximity to Java and the availability of good lines of
communication,

Vagrants as transmigrants

The fate of vagrants from Indonesia's largest cities has
suddenly become a controversial issue between the
Transmigration Department and the Department of Social
Affairs, the municipalities of Jakarta and Surabayo, ond
several provincial governments. The dispute has drawn
attention to the plight of hundreds of thousands of city
vagrants many of whom have been forced to transmigrate
whether they like it or not.

It is officially estimated that Jokarta has 150,000
vagrants. It is common practice for soldiers or the
police to round vagrants up so as to 'clean up' a city's
Iimage. They are herded into 'social rehabilitation
centres' where they are given basic training before being
sent off as transmigrants. In many instances, those who
are unmarried are poired off and married, os
transmigration is meant exclusively for family units.
These serious human rights abuses have as yet gone
unchallenged by anyone.

The bureaucracy has conjured up new terms to categorise
these unfortunate people. In some reports they are called
'liposos' which is short for 'lingkungan pondok sosial’,
loosely translated in the English-language Indonesian
press as 'former inhabitants of social rehabilitation
centres'. Elsewhere they ore referred to by a term in
sanskrit, much favoured by the regime, as tuna wisma/tuna
karya, people without homes and jobs.

Unwanted people

Jakarta's Deputy Governor, Anwar Umar has suggested
that all 150,000 vagrants in the capital would be better
off in transmigation sites because a house and two
hectares of land are available. "You would not be able to
obtain such facilities in Jakarta if you waited till the
end of the world", he told a group of transmigronts who
were undergoing training before being sent off the South
Sumatra ( Jakarta Post, 16 December).

However, Transmigration Minister Martono recently said
that many provinces do not want vagrants because they
have been spoilt by a life of begging into wonting an
easy time. Although the transmigration of vagrants is
based on a joint decision between his Department and the
Social Affairs Department, he said he would prefer not to
send out paupers and beggars. The Social Affairs
Department meanwhile insists that it should not "shun its
responsibilities" (Jakarta Post, 31 December).

The transmigration of city vagrants clearly has the
backing of city governors who want to offload the social
problems that appear so visibly on their streets. In
December, General Suprapto, the governor of Jakorta,
visited a special so-called 'liposos' transmigration site
in Suka Putih village, Padamaran sub-district in South
Sumatra, following the arrival of a hundred vagrant
families from Jokarta, including a group of lepers. The
scheme is the result of direct cooperation between the
Jakarta and South Sumatra regional governments. In a
speech to the newly. arrived vagrants, the general
oppeared less concerned with their welfare than to urge
them not to retum to Jokarta ( Berita Buang, 5 December).

But Martono's opposition to the transmigration of
vagrants cleorly has the backing of provincial officials,
among others in West Papua where the chief transmigration
official in Merouke complained to General Wahono,
governor of East Javg, on a visit to the area recently,
that 'liposos’ transmigrants were "badly behaved". They
were "a nuisonce and a burden" for the local authorities,
unwilling to adjust to new conditions after enjoying the
luxury (sic) of big city life. They tended to protest
about "petty things" and had o negative influence on
other transmigrants (Surabaya Pos, 27 December).

The Jayapura district chief, Bas Jouwe added his voice,
saying the choice of settlers should be more selective.
"They should be people who are ready to work hard"
( Jakarta Post, § January 1987). The transmigration chief
for the whole of West Popua went even farther, insisting
that vagrant transmigrants should not be accepted.
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