Sie Kwat Soen

Prospects for agricultural development
in Indonesia

With special reference to Java

i/
pudoco

[P

1968 Centre for Agricultural Publications and Documentation

Wageningen

W

L0822



The author was awarded the degree of Doctor of Agricultural Sciences, Agricultural University,
Wageningen, The Netherlands, on a thesis with the same title and contents.

© Centre for Agricultural Publications and Documentation, Wageningen, 1968.

No part of this book may be reproduced and/or published in any form by print, photoprint, microfilm
or any other means without written permission from the publishers.



Acknowledgements

Without the assistance of many persons and institutions this work would never have
been possible. To name them all would be well-nigh impossible but my appreciations
go to all of them.

I cannot help expressing my special thanks to the Agricultural State University at
Wageningen to accept this study as a doctoral thesis and for the rendered hospitality
as its guest worker; to the government of the Republic of Indonesia to give me the op-
portunity to finish my researches; to the Agricultural Development Council, New
York for the financial support to carry out my work in the Netherlands; and to the
Centre for Agricultural Publications and Documentation (Fudoc) in Wageningen for
its financial and technical aid in publishing this paper.



Preface

There exists much literature on agricultural planning, but there is a serious lack of
detailed information in particular areas. This is also true for Indonesia.

I hope that this analysis of the situation in Indonesia may give a foundation on
which to build the country’s agricultural policy. Most of the material is from my own
experience and represents the sitnation up to 1964, As the study is also for a doctoral
thesis, some compromise has been necessary in the contents and the manner of presen-
tation.

Although the official Indonesian place-names may now be preferred, English names
have been used for both the Prewar and Postwar Periods. The name Indonesia has
been used in preference to the Netherlands Fast Indies or Dutch East Indies.
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1 Introduction

Due to the usually fertile soil {especially in Java), the prevailing warm and moist
climate well-suited to agriculture, and the industriousness of the farmers, just before
World War II Indonesia was practically self-supporting in primary articles of food,
especially rice, Indonesia’s staple. Since 1957, rice imports have risen to an average of
about 1,000,000 tons, or 8 procent of the consumption, and it has cost the government
about 100 million US dollars a year: a substantial drain on its foreign exchange
holdings.}

Another fact is that Indonesia still depends on agriculture for over 60 percent of her
foreign exchange earnings. After the war output of agricultural export crops, with the
exception of rubber, decreased. But, unfortunately, in the last few years rubber
production, Indonesia’s main export commodity, normally accounting for a third to a
half of its export earnings, also shows a decline,

The rapidly growing population of Java, and the impossibility to expand the agri-
cultural area, have resulted in a further decline of the average farm size since World
War II. As non-agricultural activities have shown themselves unable to absorb the
increase of Java’s population, the pressure on agricultural land in this island has be-
come more and more severe.

Against this background, the need for replacement of food imports, for greater
export of agricultural products and for a relief in the population pressure on land in
Java, this study of prospects for increasing agricultural production has been under-
taken.

The present study will focus its attention on specific measures taken, or to be taken, by
the government to solve the problems outlined above. It also attempts to analyse why
the government’s efforts have, or have not, been up to expectations, to arrive at some
basic conclusions. Next, the question of how effectively the government had used its
agricultural resources is dealt with. Finally the author will try to indicate the perspec-
tives for agricultural development in Indonesia. As two thirds of its population is con-
centrated in Java and the data for this island are more complete than those for the
other islands, this study is primarily concerned with Java.

1 Import of rice seems to have declined during 1965 and 1966, Rice output has heen about 10 million
tons in both years and it is possible that the time will come soon when the goal of selfsufficiency in
rice production will be reached. Rice import for 1965 was 796,000 tons and for 1966 (up to 30 Sep-
tember) 223,000 tons. See D. H. PENNyY and D. THALIE, Survey of recent development, Bull. Indon.
Econ, Stud. 6, Febr, 1967, pp. 25-26.



Agriculture in Indonesia has two aspects: the usually small-scale peasant agriculture
and the estate agriculture.

Peasant farming varies between the extensive type of shifting cultivation and the
most intensive culture as exemplified by double cropping in Java and Bali. The con-
cept of a small holding is a relative one, especially before the enactment of the Basic
Agrarian Law of 1960°: the smallholder in one area of Indonesia may be considered a
fairly large farmer in another area, depending on the local agricultural pattern, the
crop or crops involved, the amount of available arable land and the type of land
tenure. Generally hired labour is little used and not much capital is involved.

The peasant primarily produces basic food commodities for himself and his family.
Besides that, he produces cash crops for local and export markets, depending on
regional circumstances. For local marketing only surpluses are sold, which generally
are small. Also the total amount of cash crop product per farmer is uysually small.
Nevertheless, the number of farmers is so great that their combined surpluses may be
substantial.

Several crops raised by the farmers, both for consumption and for export are
further processed by the farmer himself or in factories which purchase the crop. If
such processing requires little, if any, capital or technical knowledge (as copra), this is
done by the peasants themselves. If processing needs more capital and wider technical
knowledge, the crude product is sold to processing enterprises, sometimes through a
dealer. Examples are the remilling enterprises for the peasant’s rubber and the pro-
cessing of cassava-flour.

The Iarge-scale production of world commodities on so-called estates is a commer-
cial enterprise. Land, usually comprising a fairly large area, is obtained by renting
uncultivated ‘waste land’ on a regular long-term basis or by purchasing it (in the old
days) from the government (so-called ‘particuliere landerijen’). Here labour is normally
paid in money and substantial capital is employed. Estate agriculture, as a rule, is not
limited to the cultivation of crops: in most cases, the crude product is processed ina
factory connected with the estate. On the whole, modern and scientifically established
methods of cultivation and processing are used. The estates produce cash crops for the
international markets.

Another form of estate agriculture occurs in the production of sugar. Here the
enterprise owns only the factory (mill) and rents its land from the farmers. Thus it
would be better if the word factory be used here instead of estates. The same applies
to a number of enterprises which process tobacco and other annual crops (such as
cassava). The figures of production area and other economic data of the crops grown
for these factories are included in the tables for the estate crops.

This study is primarily based on data collected from various publications, especially
those of the Central Bureau of Statistics. But these statistics are not all equally reliable

or complete. For example, no sufficiently detailed studies on the national income and

2 The size of agricultural lJandholdings is restricted by this law.
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its composition were available. Data from the population census, conducted in Octo-
ber 1961 are still being processed and only some of its results could be included.

Results of the agricultural census, executed in October 1963, were even more difficult
to obtain. There are good data on production in particular sectors, on some elements
of the balance of payments and on retail prices in Djakarta, compiled by the Central
Bureau of Statistics. Some of the gaps could be filled by the author’s own reports on
the aspects of agricultural development planning which he drew up since he joined the
Indonesian State Planning Bureau in 19528,

Although technical, political, social and other problems will be touched, the nature of
this study is primarily economic. The problems of agricultural development are its
central objective, and therefore agricultural considerations play a decisive role. Of
course the author feels the limitations of such a presentation, but readers who are
interested in Indonesian agricultural development in a broader context should consult
other studies. The most important are included in the bibliography.

As to the set-up of this publication the following scheme has been followed.

Chapter 2 gives in brief the theoretical background of why agriculture should be
developed and how this applies to the Indonesian situation. The next three chapters
contain a brief description to the historical development of agriculture in Indonesia
since 1815 up till now: Chapter 3 indicates the development of the whole of Indonesia
with special emphasis on the islands outside Java (the so-called Cuter Islands),
Chapter 4 is focussed on the agricultural development in Java, and Chapter 5 treats
the effects of population pressure in Java.

Chapters 6 to 9 describe the approaches, the policies and the measures adopted by
the government to face the problems after World War IT as outlined in the previous
chapters. They briefly discuss the successive agricultural development plans launched
after World War II (Chapter 6) and the measures to relieve pressure on land in Java
by agricultural resettlement (Chapter 7); the attempts to increase agricultural exports
and the rehabilitation of the sugar factories as an example are given in Chapter 8,
whereas Chapter 9 discusses the measures to improve peasant’s agriculture with
special attention to rice production,

Chapter 10 analyses the significance of the failure of the agrarian policy of the
Indonesian government to overall agricultural development in Java.

Chapter 11 identifics the need to integrate the agricultural development of Java in
the economic development of the whole of Indonesia.

Finally Chapter 12 summarizes the main conclusions of the study.

3 Most of these short studics are issued as Reports of the State Planning Bureau, which was abolished
in 1959, These reports may be obtained at the Biro FINEK (Econcmic and Financial Bureau),
Sekretariat Negara, Djakarta.



Because Indonesia has experienced a persistent inflation since World War 11, exchange
rates for hard currency have presented a problem. Since no exact data on this subject
are available (the official rates do not represent the actual situation on the free market),
it was atternpted to make an estimate, though it is only a rough one for the years after
1960. The result is given in Table 1, which also includes a period before World War IT.

Table 1. Exchange rates of the US dollar.?

Official Free market Oificial Free market
rate rate rate rate

before 1934 2.50 1955 11.40 30.00
1934/1936 1.50 1956 11.40 32.00
1936/1940 1.80 1957 11.40 40.00
1945/1949 2.65 1958 11.40 60.00
19594 45.00 75.00
19492 3.80 19.00 1960 45.00 100.00
1950 3.80 19.50 1961 45.00 150.00
1951 3.80 16.25 1962 45.00 250.00
1952¢ 11.40 20.00 1963 250.00 500.00
1953 11.40 25.00 1964 250,00 2,500.00
1954 11.40 28.00 1965 10,000.00 20,000.00

'Before World War II expressed in Dutch guilders.
*From September 20, 1949,

*From February 4, 1952,

‘From August 25, 1959,

Source: Several publications.



2 Theoretical and factual starting points

The reasons for improving agriculture in developing countries have been discussed in
detail by various authors?. Their standpoints can be briefly described by the following
arguments, drawn up by MOSHER®,

“Firstly, because it produces the food, much of the fiber, and many of the other indus-
trial raw materials on which a rising level of living depends.”

“Secondly, because it is such a large segment of the total production of each people
that it needs to be made as efficient as possible.”

“Thirdly, because in early stages of industrialization a great deal of industrial equip-
ment needs to be imported and for many countries the export of agricultural products
is an important potential earner of foreign exchange.”

*“Fourthly, because every kind of development depends upon investment, and most of
this investment has to be financed by domestic savings. Since for many countries
agriculture is the largest industry, it must be sufficiently productive to allow for the
accumulation of capital out of agricultural ¢arnings. This capital is needed both in
making agriculture still more productive and in financing investment in other types of
industry that the country needs.”

“Fifthly, because if non-agricultural industry is to develop in a country it has to be
able to sell its product. It has to be able to sell most of its products within the country.
Most of the potential domestic purchases of industrial products get their livelihood
from agricuiture. If the net income of farmers are not high enough to aliow them the
purchase of industrial products in the form of consumer goods, the non-agricultural
industries cannot prosper.”

Though the economic plans for developing countries have invariably recognized the
strategic role of agriculture, it is industry which has been expected to counstitute the
most dynamic element in economic growth. However, the experience in many coun-
tries has shown that they will not become genuinely industrialized without solving at
the same time the agricultural problems. In the present social and economic setting of
the world, economic development requires complementary growth in all major sectors
of society and economy, which is not possible if industrialization means an increased

1], H. L. Joosten, Landbouwontwikkeling en macro-economische orde, Landbouwk. Tidschr. 76
(1964), pp. 122-124. Sce also: J. W, MELLOR, The economics of agricuitural development, Ithaca, NY,
1966, A comprehensive literature study on this subject is given by J. GrrmiNGEr, The literature of
agricultural planning, Washington DC, 1966.

* A. T. MosHER, Agricultural development, The Agricultural Development Council, New York
1963 (mimeographed), pp. 34.



burden for the farmers. But it is becoming more and more clear that there will not be
a rapid economic development if there is not an expanded market for the increased
produce, which only a developing non-agricultural sector can sustain. This means
that, if an industrial sector is to emerge and further sustain itself, the agricultural
sector must also increase its total output, right from the beginning.

But experience in some developing countries has shown that domestic food pro-
duction failed to keep pace with the growth in population, or that supplies of raw
materials for the newly established industries did not come forth in sufficient quanti-
ties. In some countries agricultural exports have even fallen short of the moderate
growth in world demand. Foreign exchange expenditures on imported food and
materials have increased and in some cases export carnings have declined. Industrial
growth has consequently been impeded, either by the recurrent need to restrain
domestic expenditures in order to dampen inflationary pressure on urban food
supplies, or by shortages of imported capital equipment and industrial materials. It is
a reflection of these experiences that current plans have generally given special atten-
tion to agricultural development, and, in particular, to food production and the for-
eign exchange implications of agricultural growth.

It should, however, be kept in mind, that in several countries the development of the
economy has been retarded not only by economic disparities but also by poor ad-
ministration, political unrest and political ideologies.

Table 2. Estimated income of Indownesians, by source (1939).

Dfl. x 1,000,000 % of total % from Amount
rural fromru-

Java + 0ute-r Ind?- Java + Out?r Indc?- sector ral sector
Madura Provin- nesia Madura Provin- nesia
ces ces

Foodcrops 518 258 776 39.7 36.0 384 100 776
Export crops 31 127 158 24 17.7 7.8 100 158
Livestock incl. poultry 71 32 103 5.4 4.4 51 100 103
Fisheries 10 7 17 08 1.0 0.8 100 17
Forestry 5 8 13 04 1.1 0.6 100 13
Plantations + mines, 78 73 151 6.0 10.2 7.5 100 151
wages
Ditto, rent 22 - 22 i.7 - 11 100 22
Manufacturing 225 75 300 17.2 10.5 14.9 90 270
Government a8 54 152 7.5 7.5 7.5 66 101
Trade 105 30 135 8.0 4.2 6.7 80 108
Communications 21 8 29 1.6 1.1 1.4 - -
Services 35 11 46 2.7 1.5 23 50 23
House rent 70 30 100 54 4.2 4.9 80 80
Professions 16 4 20 1.2 0.6 1.0 - -

According to PoLaxk (cited by D. PAaauw, The tax burden and economic development in Indone-
sia, Ekonomi dan Keuangan, 1954, pp. 567), Included are only the Indonesians paying no income
tax.
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We know that there are severe limitations on the capacity of developing countries
to do everything at once in view of the complementary nature of agricultural and
industrial growth. But it is precisely this consideration which underscores the impor-
tance of developing agriculture in such a way as to both minimize its demand upon
resources most needed for industrial development and maximize its net contribution
to the capital required for general economic growth.

But it would be erroneous to suppose, that most developing countries did not
recognize the importance of using their agricultural resources as effectively as possible.

There is no question about the political, sociological and economic importance of
a large and serious program for increasing domestic agricultural production. The
trouble, however, is that in meeting the objectives for which they are working, the
governments forget the crucial position of the farmer himself in achieving agri-
cultural development. In the end it is the farmer who has to realize the wanted increased
production on his farm.

The central problem which determines the decisions of the government is not that
the developing countries should increase domestic food production and agricultural
exports, but how to accomplish an identity of purpose and common responsibility
between the government and the farmers in this respect.

Primarily due to the non-existence of a clear-cut doctrinal concept of the govern-
ments’ agrarian policy in many of the developing countries as regards the policital
attitude towards the farmers, their efforts to achieve rapid agricultural development
have been greatly wasted. This study on agricultural development in Indonesia will
attempt to clarify this point.

Indonesia is one of the countries in which agriculture plays an important role in the
economy (see Tables 2 and 3). This importance can be shown by several figures such as
its share in national income, employment pattern and exports, which are illustrated in
the following pages.

In making a detailed analysis of the Indonesian economy as earlier explained, we are
hampered by unreliable estimates of the national income and its composition. But
we are justified in using them, since we are more interested in their trends than in the
absolute figures.

According to PAAUWS, PoLAK is considered to be the first who attempted to calculate
the Indonesian national income figures for the period before the second world war.
His efforts have been succeeded by NEUMARK and others after World War II.
Paauw himself made a comparative study of PoLaK’s and NEUMARK's national
income figures and came to the following conclusions: “There had. been a significant
shift resulting in part from the structural change in the economy induced by the
declining role of private foreign enterprises as well as by differential rates of economic

¢D. 8, Paauw, The tax burden and economic development in Indonesia, Ekonomi dan Keuangan 7,
1954, pp. 566-569.



Table 3. National income by source, Indonesia, 1952,

Nationalincome % fromrural  Amount from
in 1000 US $ sector rural sector
Agriculture
peasant food crops 30,054 100 30,054
peasant export ctops 7,650 100 7,650
estate crops 2,823 75 2,117
livestock 3,132 100 3,132
fisheries 2,688 100 2,688
forestry 1,246 100 1,246
total agricuiture 47,592 46,886
export duties and statistical tax 1,507 37 558
net agriculture 46,085 46,328
Mining 1,846 33 609
Industry 6,700 50 3,350
Transport and communications 2,492 - -
Trade, banking and insurance 10,943 varies 6,586
Hotels, restaurants and catering 224 - -
Entertainment industries 168 - -
Private building and construction 945 33 315
Rent 5,300 80 4,240
Free professions 500 - -
Domestic service 550 50 275
Central government, including defence 4,055 67 2,703
Local government 1,250 67 833
Government, income from property, excl.
estates 581 - -
Net domestic product at factor cost 81,639 - 65,240
Source: Fkonomi dan Keuangan 7, 1954, p. 568.
Table 4. Value of agricultural exports of Indonesia, 1894-1940,
Total exports in Percentage of total from Percentage of total from
million guilders
Javaand  Quter Pro- estates peasants
Madura vinces
1894 154 82 18 89 11
1913 419 as 35 76 24
1928 1,237 58 42 65 35
1933 306 50 50 39 41
1937 660 35 65 54 46
1938 426 43 57 60 40
1939 495 46 54 63 37
1940 593 40 60 63 37

Source: A. PiM, Colonial agricultural production, London, 1946, p. 24.
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Table 5. Estimates of national income of Indonesia, 1958-1962, by source, at 1960 prices (in 1000 mil-
fion vupiah).

1958 1959 1960 1961 1962

Agriculture:

farm foodcrops 124.3 127.9 132.0 129.6 140.1

farm non foodcrops 26.6 29.5 26.9 26.6 30.0

estate crops 12.9 12.6 11.7 11.7 10.5

animal husbandry 17.3 17.4 18.1 18,7 18.0

forestry + hunting 8.1 84 9.0 9.4 88

fishing 57 6.4 6.4 7.5 7.6

total agriculture etc, 194.9 202.2 204.1 203.5 2150
Mining + quarrying 9.7 10.8 12.0 12.2 12.9
Manufacturing:

large establishment +

medium establishment 21.5 20.5 194 215 215

small establishment 29.8 28.3 28.7 31.3 300
Construction 6.8 7.1 7.1 7.2 1.5
Electricity + gas 0.8 0.9 09 1.0 1.0
Transport -~ communications:

railroad transport 0.7 08 09 0.9 1.0

air transport 0.2 0.3 0.3 0.3 0.3

communication 0.3 04 04 04 0.4

other transport 10.3 10.9 1.6 11.9 12.2
Wholesale 4 retail trade 57.8 56.4 59.2 68.2 62.7
Banking - other financial intermediaries:

banking 24 2.5 2.6 34 28

cooperative credit 0.1 0.1 0.1 0.1 0.1

societies

others 0.3 03 0.6 0.6 0.4
QOwnership of dwellings 72 7.3 74 7.6 7.9
Public administration + defence 256 20.7 16.1 17.8 2.9
Services:

personal services 13.7 14.1 14.3 14,5 15.1

community services 7.1 7.4 74 76 7.8

recreational services 0.4 0.4 0.4 0.4 0.4
Net domestic product 389.6 391.4 393.7 4104 4079
Net investment income from abroad kN | a5 30 19 4.5
Net national product 386.5 3879 390.7 406.5 403.4

Source: Central Bureau of Statistics, preliminary data,



progress in the rural and non-rural sectors. In 1952, 81%; of the total national income
as computed by NEUMARK originated in the rural sector, while in 1939 the amount
from this sector was 68%”,

But the terms rural and non-rural are not identical to the terms agriculture and
non-agriculture. Therefore an attempt has been made to calculate the contribution of
agriculture,

A breakdown by industrial origin was computed by PoLak only for the ethnic
group of Indonesians, since income arising from the other groups is based on income
tax data.

He also estimated that the total value of agriculture, excluding the estates, amounted
to DF 1,067 millions in 1939. Assuming that the total value of the exports is equal to
that of the production of the estates and that there were no substantial changes in
stocks of those products (which for 1939, the beginning of the World War II, was a
reasonable assumption) we arrive at a total value of agricultural production in that
year of DF 1,377 millions, or 46.9%; of the national income, as calculated from Table
4. NEUMARK’s calculations in 1952 resulted in agriculture contributed to 50.79; of
the national income., POLAK’s and NEUMARK’s figures indicate that the share of agricul-
ture increased from 46,99 in 1939 to 50.7% in 1952. This trend continued, as indi-
cated by further national income studies made by the State Planning Bureau and the
Central Bureau of Statistics for the years 1953 to 1962 (see Tables 5 and 6): in 1962 it
was 53.5 % (on basis of 1960 prices), and 58.4 %, (on current prices).

The place of agriculture in the economy is also shown by the number of professional
workers in this field. The only reliable data available on the size of population, the

Table 6. Percentage distribution of national product by source 19581962, at 1960 prices.

1958 1959 1960 1961 1962

Agriculture 504 521 523 50.1 533
Mining + quarrying 25 28 31 3.0 32
Manufacturing 13.3 12.6 12,3 13.0 12.8
Construction 1.8 1.8 1.8 1.8 1.9
Electricity -+ gas 0.2 0.2 0.2 0.2 0.2
Transport + communication 30 32 34 33 34
Wholesale -+ retail trade 149 14.5 15.2 16.8 15.5
Banking + other financial intermediaries 0.7 0.8 0.8 1.0 0.8
Ownership of dwellings 1.9 1.9 1.9 1.9 20
Public administration - defence 6.6 53 4.1 4.4 22
Services 5.5 5.7 5.7 5.5 58
Net domestic product 100.8 100.9 100.3 101.0 101.1
Net investment income -0.8 0.9 -0.3 -1.0 -1.1
Net national product 100.0 100.0 100.0 100.0 100.0

Source: CBS, see footnote Table 5.
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Table 10. Export by economic groups®, Indonesia, 1938-1940 and 19581962 ( million rupiahs).

Total agricultural Mineral products Other products Total
products
1938 473.0 206.3 738 687.1
1939 538.8 226.3 8.6 773.7
1940 656.7 2740 8.2 938.9
1958 4,937.7 4,058.9 22.0 9,013.6
1959 6,841.0 3,716.1 55.7 10,612.8
1960 25,171.2 12,511.5 152.5 37.835.2
1961 21,7929 13,584.8 89.8 35,467.5
1962 19,204.5 11,433.0 67.9 30,675.4

1 Excluding gold and silver.

Source: Statistical pocketbook of Indonesia 1963, p. 133,

Table 11. Agricultural export as a percentage of total exports for Indonesia, 19381940 and 1958-1962.

1938 1939 1940 1958 1959 1960 1961 1562
68.9 69.6 70.0 54,8 64.5 66.5 61.5 62.6

Source: Statistical pocketbook of Indonesia 1963, p. 133.

rate of growth, its composition by age and its other characteristics are from the Popu-
lation Censuses of 1930 and 1961.

The 1930 Census figures indicate that 68.9 % of the population found their living
in the production of raw materials originating from agriculture and mining as can be
seen in Table 7. Assuming that the workers in mining constitute about 0.3, of the
labour force, then in 1930 we could derive from the two figures above that about
68.6 % of Indonesia’s population made their living in agriculture. This figure is sup-
ported by GeerTZ’. The 1961 census figures indicated that 71.9 9 of the Indonesian
population is engaged in agriculture as illustrated by Tables 8 and 9.

The general conclusion is, that there are more people engaged in agriculture now
than before World War II.

In the export business, agricultural products still play a very important part in earning
foreign exchange, as can be seen from the figures in Tables 10 and 11. They indicate
that before the war about 69 9/ of the exports were contributed by agriculture and that
this percentage has declined to 62-64%, after the war®. Moreover, there have been
changes within the composition of the agricultural sector not shown in this table.
A more detailed analysis will be given later in this study.

* C. Geerrz, Agricultural involution. The process of ecological change in Indonesia, Berkeley and Los

Angeles, 1963, p, 131,
8 Tt is difficult to be more specific about the postwar period because of large annual fiuctuations,
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Summarizing it can be stated that the backbone of Indonesian economy was and still
is agriculture, and that its importance has rather increased than decreased after the
war. And as regards to export earnings, although they have slightly decreased in
importance, they still are considerable.

Therefore it is obvious, that a substantial part of the resources for economic
development in Indonesia have to be derived from agriculture, and that economic
development can be accelerated by using the agricultural resources as fully and as
effectively as possible. To sec how this has been accomplished will be discussed in
the following chapters.
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3 Short historical survey of the agricultural development in
Indonesia

Agriculture in Indonesia is traditionally discussed in terms of a division between
‘estate agriculture’ and ‘peasant agriculture’. This traditional division is followed in
our survey of agricultural development, which is divided into two periods, namely
before and after World War 11

3.1 The period before World War II
3.1.1 Estate agriculture

The most interesting issue in Indonesian agricultural development is the contribution
by estates.

During the British interim administration of the Netherlands East Indies from 1811
to 1816, a plantation system was introduced by RAFFLES. Among other things he gave
extensive land concessions to private enterprises to develop estates employing
indigeneous labour.? .

After the return of the East Indies to the Netherlands Government there was a
transitional period in governmental policy, which was characterized by the struggle
between continuing RAFFLES® policy, in which participation of private enterprises
was to be encouraged, or to that of the Netherlands East Indies Company, which
desired the re-introduction of compulsary labour and forced delivery in the scope of
a state monopoly.l® In 1830 the Netherlands’ government finally decided in favour of
what ultimately became the ‘Cultuurstelsel’ advocated by vaN DEN BoscH. The basis
of this system was that the Javanese should cultivate one fifth of the village’s arable
land with export crops designated by the government, or work 66 days a year in

* H. J. BoEgE, Objective and personal elements in colonial welfare policy, in: W. F. WERTHEIM, Ed.,
Indonesian economics. The concept of dualism in theory and policy, The Hague, 1961, pp. 281-282 and
288. Also cited by A. P, Celonial agricuitural production. The contribution made by native peasants
and by foreign enterprise, Oxford, 1946, p. 15. See also: G. GONGGRUP, Schets ener economische
geschiedenis van Nederlandsch-Indié, 1949, pp. 71-78 and C. RoBEQUAIN, Malava, Indonesia, Borneo
and the Philippines: A geographic, economical and political description of Malaya, the East Indies and
the Philippines, London, 1954, p. 314.

10 BoEKE, op. cit. (fn. 9), pp. 281-288; PiM, op. cit. (fr. 9), pp. 15-18; GONGGRUP, op. cit. (fit. 9), pp.
79-139; ROBEQUAIN, op. cit. (fin. 9), pp. 314--319,

13 BOEKE, op. cit. (fi. 9), pp. 294-299; Pim, op. cit. (fr. 9), pp. 18-20; GONGGRUP, ap. cit. (fn. 9), pD.
139-170; ROBEQUAIN, op. cit. (fn. 9), pp. 319-327,
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government owned estates or enterprises. In return they would get a small payment
and refund of Jand taxes. This forced delivery of crops resulted in restrictions on
private enterprises.!! In 1870 the Dutch abandoned this state monopoly over Indonesia’s
agrarian resoutrces and opened up the possibility for private entrepreneurs to acquire
land for growing commercial crops on a large scale. This land could be obtained
either by renting cultivated [ands from the local population or, on a longterm lease,
uncultivated ‘waste land’ from the government.12

The law prohibited the sale of peasants’ land (except of small urban lots) to others
than native Indonesians. Simultaneously a bill was introduced by Minister DE WAAL
for the gradual abolition of the ‘Cultuurstelsel’.

The opening up of Indonesia to individual commercial enterprises attracted a
great number of ‘planters’1® The development of their estates and their distribution
by size under the various landrights from 1875-1937 is illustrated by Table 12.
Their total area increased from 304,000 ha in 1875 to 2,435,000 ha in 1937.%4 At first,
the estates were concentrated in Java. By the discovery of Deli (East-coast of Sumatra)
as tobacco land this type of agriculture spread to Sumatra and then to the other
islands. Since the beginning of the twentieth century, the area occupied by estates in
the Quter Islands even ouistripped that of Java.l® Most of them were established on
long-term contracts. Their total area reached its maximum in 1927; at that time
approximately 3.4 million ha were under estates; of which about one million ha in
Java and 2.4 million in the ‘Outer Islands’.*

The distribution of these estates and. their planted areas are given in Tabie 13. It
shows that the estates were concentrated in Java and Sumatra. Their average size in
Sumatra was nearly 2.2 times that in Java, but the average percentage area under
cultivation was lower. This can be explained by the need for more land for the cuttiva-
tion of the Deli tobacco, which can only be grown on the east coast of Sumatra. To
get the specific quality of this famous tabacco a land rotation of eight years is needed.

All estates worked with hired labour. In the over-populated Java this presented no
problem. But the increase of available labour in the rural sector and in the cities kept
wages and working conditions low. This induced the migration of Javanese landless
farmers and farm labourers to the Outer Provinces, especially to the eastcoast of
Sumatra, where they could get higher wages. Because this area is sparsely populated,
many of the estates depended almost entirely on such imported labour, either from
Java or, as was frequently the case before the war, from south China. Therefore, the
estates in Sumatra concentrated on special crops which require a low labour-land
ratio and they cultivated a smaller range of commodities, mostly specializing in one
product.??

12 See footnote 11.

13 See footnote 11.

14 A, JONKERS, Welvaartszorg in Indonesié; een geschiedenis en perspectief, The Hague 1948, p. 68.
15 pbid.

1¢ In the Outer Islands, the major estate area remained the Eastcoast of Sumatra.

17 PM, op., cit. (fr. 9), p. 25.
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Thz= amount of capital invested in the estatesis difficult to estimate, but it is thought
to have been considerable. Around the year 1900, total private investmenis in the
Netherlands Fast Indies were calculated at 750 million guilders, in 1915 at 1,500
million,'® in 1929-1930 at 4,000 million for the total capital invested in big enterprises'®
and in 1939 they amounted to 4,800 million guilders.?® How much this went to the
estates is not known, but the preponderance of agricultural undertaking has been
obvious.? Roughly calculated, more than 75%; of all private investments in 1939 were
of Dutch origin.2

Tobacco, sugar, rubber, coffee, tea, palmoil and cinchona were the principal estate
crops. Their success can be gauged by the exports as indicated by Table 4 under 2.

Up to 1930 the export of agricultural products expanded considerably. Then
followed a severe decline, due to the world-wide economic depression. Thereafter,
exports partially recovered, a recovery interrupted by the outbreak of World War 1L,
Some of the expansion could be accounted for by the increase in the number of small-
holders producing export crops, but by far the major portion was the result of estate
activity. In 1939, the estates still produced 639, of the total agricultural exports. But
their share was declining, as was also shown in Table 4.

The success of the estates was mainly due to the progress of scientific methods
applied in agriculture. The Drutch scientists in this field had become famous for the
improvements they made in tropical agriculture. The private experiment stations of the
estate corporations in Bogor (primarily for rubber, tea, and cinchona), Pasuruan (for
sugarcane), Djember (for coffee), Klaten (for tobacco), Medan (for tobacco, rubber,
and palmoil) enjoyed special fame throughout the world. Amongst their successes
most spectacular were the revolutionary increases in yield of sugarcane® and the
improvement in rubber production per acre.®

3.1.2 Peasant agriculture

It is not possible to give an accurate picture of the development of peasants’ agricul-
ture for the whole of Indonesia as prewar data for food production are available
for Java and Madura and not for most of the ‘Outer Provinces’. However, Table 14
indicates a very rapid expansion of peasants’ export crop production: its share in

18 ROBEQUAIN, op. cit. (fn. 9), p. 323. He mentions 750,000 florins, which the author thinks must be a
printing error,

1 Big enterprises employ 50 or more workers. See: J. M. vaN DER KROEF, Economic origins of
Indonesian nationalism, in: P. TALBOT, South Asia in the world today, Chicago, 1950, p. 177,

20 ROBEQUAIN, op. cit. (fn.9), p. 323. By GONGGRUP, op. cit. {fi, 9), p. 205, estimated at 4000 million.

2! ROBEQUAIN, op. ¢it. (fir. 9), p. 323.

22 VAN DER KROEF, op. cit. (fin. 19), p. 177. See also GONGGRUEP, 0p. cit. (fn. 9), p. 205.

# The most famous sugar strain was POJ 2878,

# Rubber production per acre increased from 450 [b, to 4400 1b. Although the 4400 1b. per acre is
only reached at the experimental fields the achievement is striking. See ROBEQUAIN, op. ci?, (fit. 9), p.
34,
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total export of agricultural products increased from 10.9%, in 1894 to 37.4%/ in 1939.25
In the sparsely populated regions outside Java, the peasant can use large areas for
new crops without encroaching on the space needed for his own subsistence. He has
only to make use of the ‘ladangs’ (shifting cuitivation plots) to raise food crops as well
as cash crops. The best example is rubber. If rubber prices are high, the peasant may
neglect his food crops and concentrate on the rubber; when the price of this product
declines, he may fall back on his food crops and abandon his commercial crops.
Thus he is secured from the type of economic crisis that develops on estates.? The
flexibility of peasants’ rubber production, its low costs and the expanding world
demand, have resulted in a rapid increase in output. The area under smaliholders’
rubber has been estimated at 1,200,000 ha.2” More details will be covered in 3.2.2,

It is difficult to estimate the area cultivated by other export products as ladangs are
scattered about. It is also not known how much of this land was devoted to food crops
as this proportion fluctuated from year to year.

There have also been some efforts by the government to increase food production in
the Outer Provinces. In 1910 it started the construction of irrigation works. Between
1910 and 1938 a total of 17 million guilders was spent in these efforts. In the years
before the war expenditures were greatly increased, especially for the migration of
Javanese farmers to other islands. Important projects were started in the residencies of
Palembang and Lampung of southern Sumatra as well as in Celebes.

The inadequacy of statistical information of peasants’ agriculture of the Outer
Provinces before World War II necessitated concentrating primarily on the develop-
ments in Java, which will be treated in Chapter 4.

3.2 The period after World War 11
3.2.1 Estate agriculture

The postwar period, up till 1965, was characterized by a declining output of estate
crops®®, as can be seen in Table 15, This drop is due to the decreasing ‘mature’ area of
the planted acreage (see Table 16). Another important factor is the falling vield per
hectare. For example, sugar output per hectare dropped from 162 quintal in 1938 to
80 quintal in 1963. But postwar production of rubber was not substantially lower
than that before World War II, because immediately after the war, the areas planted
with highly valuable new varieties had matured.?®

For 1966 the goverment’s targets for the main estate crops’ production are set

2 These figures also show the increasing importance of the Outer Provincies both in plantation and
peasant production for export and their more rapid recovery from the depression of the early thirties.
i P, op. cit. (fir. 9), p. 35.

7 US Government, Perspectives and proposals for US economic aid, p. 68.

28 Central Bureau of Statistics, Staristical pocketbook of Indonesia 1963, pp. 83-84.

*® JTbid.
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higher than that of the previous years (Table 15). But it is not known whether those
targets were really reached.

The number of all estates and of the total acreage of planted areas also diminished,
as is shown in Tables 17-19. In 1961 there were 1,125 estates with a total planted
area of 852,000 ha, as against 2,395 estates with 1,171,000 ha in 1938. The guantity
of estate products strongly declined between 1940 and 1962 (see Table 20); its value
declined from 43 %, of the total export in 1940 to 259 in 1962 (see Table 21).3¢

Table 12. Area occupied by estates wunder various landrights in Java and the Quter Provinces,
1875-1937, in 1000 ha.

1875 1850 1905 1920 1927 1935 1937

Java:!
long-term lease from princes 2300 2494 2341 2245 75.0 51.6 60.4
in the ‘Vorstenlanden’
short lease from local farmers 10.0 75.2 1200 2088 226.8 520 93,9
long-term lease from State domain 236 2640 3440 6605 6626 6094 5958
government estates 0.6 1.0 1.8 149 15.8 18.0 20.5
total 264.2 589.6 8999 11087 980.2 731.0 7706
QOuter Provinces:
agricuitural concessions 39.7 3430 5468 11465 13440 11246 1063.6
long-term lease from State domain 0.5 52.3 2239 8771 11067 7207 6008
total 40.2 3953 770.7 20236 2450.7 18453 1664.4
Total 3044 9849 16706 31323 34309 25763 24350

1 Excluding the so-called ‘particuliere landeriien’ (large private estates).

Source: see footnote 14,

Table 13. Number of estates and planted areas in Indonesia (1938},

Number of Total area Averagesize Totalarea Averagesize Averageper-
estates in ha inha planted in ha of planted centage
area per planted of
estate in ha total area

Java 1,187 1,079,202t 909 597,865 504 55.4
Sumatra 607 1,249,850 2,509 515,887 850 413
Borneo 200 61.794 309 17,813 89 28.8
Celebes 220 42,991 195 21,796 99 50.7
Moluccas 149 36,742 245 14,441 97 39.5
LesserSundalsls. 39 14,795 379 3,119 80 2.1
Indonesia 2,402 2,485,104 1,035 1,170,891 487 47.1

* Including the so-called “particuliere landerijen’ (large private estates).

Source: C. J. J. vaN HaL and C. vaN DE KoPPEL. De landbouw in den Indischen Archipel, Vol. 1
(1946) 392,

30 See Bull, Indon, Econ. Studies 5, 1966 and 6, 1967,

21



Table i4. Percentage of estates’ and smallholders’ production in the total agricultural export of Indone-
sia, 18941939,

Java and Madura Quter Provinces Indonesia

estate small- estate small- estate small-

holders holders hoiders
1894 94.3 5.7 67.7 32.3 89.1 10.9
1902 0.4 9.6 48.7 51.3 79.7 20,3
1906 90.2 9.3 43.5 56.5 79.7 20.3
1910 84.2 15.8 300 70.0 2.7 27.3
1917 91.6 8.4 62.4 37.6 83.1 16.9
1921 88.8 11,2 56.4 43.6 79.4 20.6
1925 86.1 13.9 40.6 394 63.3 36.7
1927 88.2 11.8 46.8 53.2 68.7 1.3
1929 823 17.7 41.0 59.0 63.5 36.5
1932 77.1 229 48.0 52.0 64.2 35.8
1934 799 20.1 51.2 48.8 64.7 353
1936 73.2 26.8 56,0 44.0 63.3 36.7
1937 754 24.6 42.8 512 542 45.8
1938 76.9 231 48.0 52.0 60.3 3197
1939 824 17.6 455 54,5 62.6 174

Source: see footnote 14.

Table 15, Production of main estate crops in Indonesia, in 1000 metric tons, 1938-1940, 1958-1966.

1938 1939 1940 1958 1959 1960 1961 1962 1963 1964 196519661

Cane sugar?® 1400 1576 1607 771 B55 672 651 585 650 649 790 825
Hevea rubber 175 198 283 243 224 219 229 217 216 213 213 211

Coffee 46 58 39 13 19 18 19 12 18 7 14 21
Tea 68 ip| 69 49 44 46 43 47 5 46 48 48
Oilpalm products 275 297 260 183 171 174 180 174 181 195 189 220
Tobacco 35 35 21 6 7 7 8 8 10 7 - -
Hard fibres 33 36 39 28 23 20 17 9 4 4 5 -
Cinchona bark 11 12 16 4 4 4 3 2 2 - - -
Cocoa 2 2 2 1 1 1 1 1 1 - - -

! Targets. * Including peasant cane processed by the factories.

Source: Statistical pocketbook of Indonesia 1963, p. 84 for the years till 1960; further data supplied
by Indonesian authorities.

Table 17, Total and planted area' of estates in exploitation, Indonesia, 1938-1940 and 1957-1961
{ x 1006 ha),

1938 1939 1540 1957 1958 1959 1960 1961%
Total area 24851 24958 24914 1818.9 1803.3 17004 1704.3 1723.8
Planted area 11705 1206.1 1197.7 8418 8269 828.7 84i.8 8516
Hired from principalities ~ 45.2 48.1 42.5 3.7 4.1 4.1 4.0 -

! Including *hired from pringipalities’,
* For the year 1951 in accordance with the Agrarian law no. 5, 1960.

Source: Sratistical pocketbook of Indonesia 1963, pp. 80-81.
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Table 18. Total and planted area of estates in exploitation in different regions, 1961 { » 1000 ha).

Total area Planted area
Java and Madura 626.7 385.5
Sumatra 1030.3 438.8
Borneo 35.6 109
Celebes 11.9 8.3
Moluccas and West Irian 89 5.7
Lesser Sunda Islands 109 2.4

Source: Sratistical pocketbook of Indonesia 1963, pp. 80-81.

Table 19. Number of estates in exploitation in Indonesia, by crops, 1938-1940 and 19581962,

1538 1939 1940 1958 1959 1960 1961 1962
Sugarcane 97 102 100 54 54 53 54 54
Hevea rubber 1202 1119 1221 746 742 746 730 732
Coffee 401 377 369 174 175 172 158 153
Tea 337 337 338 168 161 161 142 148
Cinchona 107 110 108 51 51 44 34 32
Coca 38 37 39 49 44 41 30 29
Qilpalm 60 66 6d 49 50 49 47 416
Fibre crops 44 (36) (33 8 7 9 7 6
Tobacco 87 88 78 39 40 41 36 -
Ficus rubber 70 68 69 4 4 2 0 -
Gutta percha 3 3 3 1 1 1 1 -
Coconutpalm 665 630 684 111 114 122 112 -
Kapok 211 206 208 46 48 5 42 -
Pepper 43 38 39 8 8 9 7 -
Cocoa 52 50 50 13 13 11 11 -
Nutmeg 34 a2 35 13 12 i2 7 -
Essential oils 103 88 93 4 5 3 2 -
Cassava (28) (35 {40) 2 2 3 3 -
Total 2402 2401 2395 1541 1135 1146 1125

Notes: estates with more than one crop are counted only once in the Total; numbers between
brackets are incomplete data.

Source: Statistical packetbook of Indonesia 1963, p. 82.

Table 20, Export from Indonesia by main econemic groups in million kgs, 1938-1940 and 1958-1962.

Estate products Farm products Mineral products
1938 2,157.3 1,290.0 6,901.8
1939 2,668.6 1,287.0 7.468.3
1940 1,924.0 1,021.0 7,690.8
1958 661.5 778.3 15,284.5
1959 645.2 1,058.0 12,7790
1960 589.7 953.4 14.291.8
1961 595.4 1,153.7 15,964.5
1962 565.0 881.1 12,526.6

Source: Statistical pocketbook of Indonesia 1963, p. 133,
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Reconstruction is proceeding slowly and with difficulty. As has been said before,
¢states’ export earnings failed to expand or even to maintain their output after the
war, This failure can be attributed to a number of factors.

From the outbreak of World War II until 1957, the position of the foreign-owned
enterprises was increasingly uncertain and the re-investment program sharply di-
minished. Another problem was that during the Japanese occupation, from 1942-
1945, large areas of estate lands were given to the peasants. Especially on the east-
coast of Sumatra, which was a rice-importing region before the war, the Japanese
encouraged the local population to grow food. Another factor was the Indonesian
government’s reluctance to remove squatters from the state plantations. Furthermore
it did not undertake vigourously the rehabilitation program for rubber and other
estate crop, after taking over the foreign estates, Difficulties in developing adequate
management and administration were another important factor. When most of the
Dutch experts departed in 1958, less experienced Indonesians had to carry on, whereas
labour troubles and rising costs impaired the reconstruction of the estates.

The export figures of estate crops might have been considerably higher if the foreign
exchange earnings had included losses due to smuggling and underinvoicing. The
falling rupiah earnings in the legitimate export trade and the burden of uncertainty
from chronic inflation resulted in loss of confidence in the rupiah which, in turn, led
to an increase in these disagreeable practices. This situation will continue so long as
there is no basic financial reform to check inflation.

The crops found primarily in estates of the 1960°s (oilpalm products, cinchona,
cocoa, hard fibre, tea and sugar) were also primarily estate crops during the 1930%s.
With regard to the present estate crops, the most important change in recent years has
been the sharp decline in export of centrifugal sugar, which reflects curtailed planting
and destruction of factories during the Japanese occupation and thereafter.! The
problem of sugar will be dealt with in Chapters 4 and 8.

3.2.2 Peasant agriculture

On peasants’ non-food crops only figures for the period after 1957 are availabie,
Before the war the area under peasants’ rubber was estimated at 1,200,000 ha; it has
increased to 1,300, 000 ha at the present time.

For the crops other than rubber, the total harvested area increased from 2,400,000
ha in 1957 to 2,501,000 ha in 1961, an increase of 4 %,. The greater part of these farm
lands is cultivated with coconut: in 1961 about 1,666,000 ha (see Tables 22 and 23),

The development of the production of peasants’ non-food crops can be seen in
Table 24: rubber and tea production show a continuous increase, while the production
of other erops fluctuates from year to year.

Y, D. Wickizer, The smallholder in tropical export crop production, Feod Research Institute
Studies 1 (1960), p, 92,
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The main peasant export crops are rubber and copra, while sugar, tobacco, tea,
cassava, pepper and kapok are relatively minor export products. Since the crops other
than rubber, copra and pepper are primarily Javanese crops, they will be dealt with in
Chapter 4, in the Javanese situation. The development of rubber, copra and pepper
are as follows.

Rubber. After 1950, peasants’ production has expanded relatively more than before
World War II, because government policy generally favoured the smallholder above
further development of the estate agricultural system.

The development of smaltholders’ rubber export after the war is shown by Table 25.
The main production areas of peasants’ rubber are West Borneo, South and East
Borneo, Palembang, East Sumatra, Djambi, Tapanuli and Lampung. Their relative
importance can be seen in Table 26.

The rapid expansion of peasant rubber was possible because a large part of the
peasant acreage was tapped practically without recourse to outside labour. Such is the
case in Palembang and West Borneo. But even where tapping is done by hired labour,
as in the case of Djambi, it is generally carried out on some kind of share basis, in-
volving hardly any cash expenditure. Only the purchase of coagulants, the hire of
a mangle and local transport to the market involve small cash costs. The owner of the
larger smallholdings frequently has to rely on outside labour, but because it is only
used for tapping (again often on a share basis), his cultivation and overhead costs
remain small,

This low cost and, as indicated earlier, the flexibility to return to growing his own
food when rubber prices are low, are the main reasons why peasant rubber is more
suited to respond to the fluctuating world demand of natural rubber in the postwar
period. However, this low production cost is partly counterbalanced by the relatively
low yield. Between 1952-1959, dry rubber output of peasants varied between 320 and
395 kg per ha as against 538 to 755 kg per ha for estates. In addition, smallholders’
rubber is generally of a lower quality.®?

The export figures show the growing importance of the peasant rubber and the
lead over estate production. The peasants’ proportion increased from 409 in 1920 to
49% in 1939. In 1949, it had increased to 60%, to 63 % in 1957 and to 709, in 1962.
The year 1965, however, showed a decline to 60 %;.3% Although the export of peasants’
rubber had developed rapidly after World War II, there are strong indications that its
future position as the main foreign exchange earner will be threatened. This is based
on the high proportion of overaged trees. Though exact data on the age distribution

32 See footnote 27, p. 69.

5 WICKIZER, op. cit. (fi. 31). For the figures till 1957 and for 1962: Statistik konjuniiur 1963, p. 47.
Rubber production and exports are of major importance to the Indonesian economy. In the period
19501958 rubber has contributed between 30 to 50%; of the total value of its exports as can be seen
from Tables 27 and 28. Exports of estate products including rubber averages 659/ as compared with
1938, excluding rubber only 41%,. More striking is the case of peasant crops; included rubber it is,
compared with 1938, 182%, and only 57 % if rubber is excluded.
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of peasant rubber trees are not available, a study based on an intensive field survey
estimated that from 50 to 60 percent of smallholders’ planting are no longer produc-
tive or produce so little as to be uneconomic except when rubber prices are high.# The
replanted acreage with high yielding trees has not been satisfactory to offset the
declining production per hectare, Between 19591961 probably no more than 3%, of
the 1959 stock of smallholders’ acreage was replanted; thus replanting is not suffi-
cient.® This means that in rubber Indonesia has been lving of prewar capital and is
now in a vulnerable position. On the one hand it must do much planting to restore its
capital, but, on the other hand, supplementation in sufficient quantities involves a
further loss of export earnings for several years in the future.

In addition, Malaysia, Indonesia’s main competitor in natural rubber export, is
successfully developing and planting new high yielding trees, which produce two to
four times as much rubber per hectare.3 And at the same time synthetic rubber
threatens to become an almost full substitute for natural rubber, and competition
between natural and synthetic intensifies.

Copra. The development of copra, another main peasants’ export product in Indone-
sia, shows an other picture. Area and production have been more or less stable
since 1957 as can be seen from Tables 22 and 23. But exports in 1962 dropped con-
siderably compared with the prewar figures (Table 29). This is primarily caused by an
increase in domestic consumption: Java, before the war an exporter of this product,
has now to import it from the Outer Islands.

As illustrated in the figures from 1953 to 1961, copra purchased in eastern Indone-
sia, which up to 1958 was the main region and source of copra purchased by the Induk
Koperasi Kopra Indonesia (IKKI, the Central Copra Cooperative) for export and
domestic consumption, turned out to decline in 1958 and 1959. However, Borneo and
other regions were growing in importance during those years (see Table 30).

The decline, experienced by Eastern Indonesia throughout 1958, was caused by the
revolt of the Permesta®® in Northern Celebes and also by transporiation difficulties.
In 1960-1961, after the Permesta uprising was more or less suppressed, there was
again an increase in the export of copra from this region, In 1962 it dropped again,
caused by more intensive smuggling (see Table 29).

Due to all these difficulties, the short-run prospects of exports of smallholders’
copra are declining; the long-term outlook is even bleaker, owing to overaging trees
and insufficient replanting. Thus Indonesia is not replacing its prewar investments in
copra too.

Pepper, Before the war, Indonesia was the leading supplier of the world pepper market.
Table 31 shows the decrease of the export in the postwar period.

31 US GOVERNMENT, op. ¢it. (fn. 27), p. 70.

3 Jbid., p. 71.

% Ihid,, p. 67.

¥ ‘Permesta’ is a primarily religious group that came in revolt to the Central Government.
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Table 22. Planted area of principal commercial farm crops, excl. rubber, Ind., 1957-1961 ( x 1,000 ha) *

1957 1958 1959 1960 1961
Coconuts 1587.1 1651.2 1561.3 1649.3 1665.9
Coffee 192.4 198.9 208.9 230.8 240.2
Tea 60.1 60.1 62.9 64.3 4.4
Kapok 2124 220.1 172.9 138.5 146.1
Arecanuts 54.9 555 536 394 60.0
Pepper 215 334 34.3 337 34,7
Cloves 292 29.3 353 36,6 43.2
Nutmeg 95 9.0 98 104 12.0
Sugarcane?® 38.0 43.3 43.3 358 346
Tobacco? 180.7 178.3 132.5 129.0 196.1
Total 2401.8 2479.1 2314.8 2387.8 24972

t Total planted area refers to the area at the end of the vear.
* Harvested area.

Source: Statistical pocketbook of Indenesia 1963, pp. T4-77.

Table 23. Production of principal commercial farm crops, exclusive rubber, Indonesia (1000 tons of dry
product) ( 1957-1961)

1957 1958 1959 1960 1961
Coconuts 1092.8 1077.8 1169.4 12391 13611
Coffee 60.0 54.1 65.3 77.6 891
Green tea 22.3 23.7 321 374 37.7
Kapok 29.0 288 25.8 20.8 202
Arecanuts 40,5 120 41.2 45,0 46.6
Pepper 220 16.8 14.1 12.2 13.7
Clovers 51 3.8 4.7 6.0 7.1
Nutmeg 7.4 4.1 4.0 52 58
Brown sugar 263.8 285.6 283.2 255.4 3051
Tobacco 68.5 61.0 49.1 691 75.9

1 Corrected data, supplied by the Ministry of Finance.
Source: Staristical pocketbook of Indonesia 1963, pp, T4-77.

The fall in pepper exports is primarily caused by smaller production. The rehabilita-
tion of white pepper, which is grown in Bangka, has not been satisfactory. Only a
small percentage of the prewar area has been put back into production.?® Neither
is the development of black pepper, which is grown in the Lampung area, very
encouraging. Production has fallen through neglect, and exports have decreased
because of transportation difficulties and high costs of marketing.3®

%8 Before World War 11, white pepper was chiefly grown by Chinese farmers., During the war the
fields were damaged and they were not fully restored thereafter, as many Chinese left the island.
3% Based on the author’s observations in the pepper area after World War IL
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