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Indonesia independence day

Structural changes help shelter economy from global crisis
Budi Mulya
DEPUTY GOVERNOR OF BANK INDONESIA

(THE CENTRAL BANK OF INDONESIA)

------------------------------------------

Indonesia emerges from the
recent global financial crisis
with a fine reputation. As the
largest country in Southeast
Asia, Indonesia’s economy
grew at an annual rate of 6.2
percent in the second quarter
of this year. This growth accel-
erated from 2009, when the
gross domestic product expan-

ded 4.5 percent on a yearly ba-
sis.

Indonesia is now structural-
ly better off than it was a de-
cade ago, with especially dy-
namic transitions in almost all
sectors. The full commitment
of extensive transformation
measures, despite its challeng-
ing process, have provided a
more resilient foundation to-
ward Indonesian economic de-
velopment. Moreover, the con-
sistent and prudent practice of

macroeconomic management
has proven to contribute to
shelter the domestic economy
from further adverse impact
from the most recent global
crisis.

Among the few countries in
the region, Indonesia has expe-
rienced a positive growth of 6
percent in 2008 and 4.5 percent
in 2009. In the first half of 2010,
Indonesia still grows stronger
than estimated.

For the full year in 2010, the

Indonesian economy is expect-
ed to grow at 6 percent and
slightly higher in 2011 and 2012.
These estimates were mainly
supported by high and inclu-
sive growth of domestic de-
mand. Yet export perfor-
mance and investment have al-
so shown a slight increase and
are expected to sustain their
upward trend.

Concerning prices, inflation
in Indonesia has increased to
6.22 percent year-on-year
(yoy) in July, up from the pre-
vious month’s level of 5.05 per-
cent (yoy). This increased due
to uncertain seasonal condi-
tions and some production and
distribution disturbances re-
lated to heavy rains in some
parts of Indonesia. However,
the inflation rate is expected
within the target range of 5 per-

cent, plus or minus 1 percent,
in 2010 and 2011.

The government and Bank
Indonesia will pursue the nec-
essary fiscal, monetary and
banking policy actions to en-
sure that future inflation re-
mains on track. In the latest
monetary policy decision,
Bank Indonesia kept its bench-
mark interest rate, known as
the BI Rate, at 6.50 percent.
This level is considered as ade-
quate to ensure the inflation
expectation within the target
range and supportive to main-
tain the growth momentum, as
well as to encourage bank lend-
ing.

Meanwhile, the balance of
payment figure indicates a
strong indication of improve-
ment, brought about by strong
CONTINUED ON PAGE 7

Cultural ties, biodiversity draw Japan to archipelago
Prof. Dr. Jusuf Anwar
AMBASSADOR OF INDONESIA TO JAPAN

------------------------------------------

My warmest greetings to
readers of The Japan Times
on this, the 65th anniversary of
the indepen-
dence of the Re-
public of Indo-
nesia. It is a
privilege for
me to offer you
a brief look into
recent develop-
ments in Indo-
nesia and to provide an over-
view of the current state of Ja-
pan-Indonesia relations.

Since transitioning to a fully
democratic nation with a di-
rectly elected government, In-
donesia has experienced rapid
social and economic change.
Under the leadership of Presi-
dent Susilo Bambang Yudho-
yono, Indonesia has worked
hard to achieve solid econom-
ic development and I am
pleased to report that the mac-
ro-economic outlook is very
positive despite the fact that
the global economy remains in
turmoil. Indonesia is commit-
ted to continuing to focus on
social and economic develop-
ment, and as a member of the
G-20 it is also ready to assume
its responsibilities on the glob-
al stage, while at the same
time continuing to work with
its neighbors to achieve re-
gional stability.

Since the founding of diplo-
matic relations more than 50
years ago, Japan has been one

of Indonesia’s most important
regional partners and the rela-
tionship between Japan and
Indonesia today is a mutually
beneficial one built on strong
ties and complementary econ-
omies. Japan has for many
years been an important
source of foreign direct invest-
ment for Indonesia, and an in-
creasing number of Japanese
manufacturers have set up op-
erations within Indonesia to
take advantage of a skilled la-
bor force and a competitive la-
bor market. For Japan, mean-
while, Indonesia is an impor-
tant source of natural
resources, energy and raw
materials for Japan, and the
Strait of Malacca remains one
of Japan’s most important
trade routes.

At the same time, Indone-

sia, with its large population
and rapidly growing middle
class, is becoming an increas-
ingly important consumer
market for Japanese compa-
nies, and this will only in-
crease in the years to come as
the global economy emerges
from recession.

A very positive develop-
ment in Indonesia-Japan rela-
tions was the arrival in Japan
of more than 500 Indonesian
nurses and caregivers who are
here to take part in a trainee
program at Japanese hospi-
tals and nursing homes. This
is a fine example of the close
relations that exist between
our two countries and I sin-
cerely hope that this program
will be a success.

Some readers may be
aware that an Indonesian Fes-

tival was held in July in Yoyo-
gi Park, showcasing tradition-
al and contemporary music
and dance, Indonesian food,
and trade and investment op-
portunities in Indonesia. This
event was very well-attended
by both the Indonesian com-
munity here in Japan and by
Japanese people eager for a
taste of Indonesia in Tokyo.
The festival highlighted the
close cultural ties that exist
between Japan and Indonesia,
with several Japanese groups
performing traditional Indo-
nesian songs or dances, and
Indonesian musicians offering
their interpretations of Japa-
nese classics. Such interper-
sonal contacts are just as im-
portant as intergovernmental
relations in promoting inter-
national understanding and
regional stability, and as this
event is to be held annually I
would like invite readers to
come and join us in Yoyogi
Park in July of 2011 for anoth-
er weekend of Indonesian

sights, sounds and flavors.
As one of the most biodiv-

erse nations on Earth, Indone-
sia is only too aware of the im-
portance of protecting and
preserving our natural habi-
tats, and in this regard there
have been several positive de-
velopments in recent months.
Indonesia has shown its com-
mitment to reducing global
carbon emissions levels by
pledging to reduce greenhouse
gas emissions, within a busi-
ness-as-usual trajectory, by 26
percent in 2020. This figure has
been called optimistic, but 14
percent of the reduction of
emissions will be made in the
forestry sector and can be
achieved by reducing emis-
sions from deforestation and
forestry degradation and by
promoting reforestation.
President Yudhoyono has
himself stated that the way to
address climate change and
emissions in Indonesia lies in
revamping resource manage-
ment in one of the largest and

strategically located forestry
regions in the world.

An excellent example of this
endeavor is the highly suc-
cessful tree planting program
carried out by the Indonesian
Ministry of Forestry, which
has now been considerably ex-
tended and expanded. The ini-
tial program was called ‘‘One
person, one tree’’ and aimed to
plant 230 million tress, the
same number as the popula-
tion of Indonesia. As part of
this program, students from
schools in Japan traveled to
Bali and West Java and joined
their Indonesian counterparts
in tree planting activities. The
revised program for 2010 has
now been allocated more than
900,000 hectares of land and
aims to see 1 billion trees
planted in an Indonesia-wide
effort to check carbon emis-
sions.

Staying with the theme of
biodiversity, I am also pleased
to inform you that Indonesia
and Japan continue to actively
cooperate on promoting envi-
ronmental awareness through
zoo exchange programs that
have seen Indonesian orang-
utans, Komodo dragons, ta-
pirs and Sumatran tigers find
homes in Japan.

There are in fact currently
as few as 400 Sumatran tigers
remaining, and Indonesia is
firmly committed to their
preservation through a mix of
strategic policy, regulation
and action such as relocating
and rehabilitating tigers into
their natural, wild habitats.
Such programs can be ex-
tremely expensive and time
consuming, but their value to
future generations is price-
less.

At the same time, the im-

portance of tourism for Indo-
nesia should not be underesti-
mated and in this regard we
are striving to offer an envi-
ronmentally friendly and re-
markable experience for all
visitors to Indonesia. Each
year, Indonesia is proud and
pleased to welcome visitors
from Japan and the world to
its shores, and in the current
global economic climate I be-
lieve the immense variety of
attractions to be found in Indo-
nesia offer unrivaled value.

For Japanese visitors, I am
also pleased to note that earli-
er this year a new ‘‘visa on
board’’ system was inaugurat-
ed by Garuda Indonesia air-

lines whereby visitors can ob-
tain their entry visas in flight,
thus greatly streamlining and
simplifying the arrival pro-
cess. In this regard, I urge
readers to consider not only
the perennially popular desti-
nation of Bali, but also some of
the other unique experiences
to be found within the 17,000 is-
lands of the Indonesian archi-
pelago, whether they be div-
ing, hiking, shopping or sam-
pling the many varieties of
local cuisines and cultures to
be found there. There is liter-
ally something for everyone,
and there is no better time
than now to visit our part of
paradise!

Meditation: The Borobudur temple compound, located in
central Java, is a UNESCO World Heritage site and a famous
place for Buddhist pilgrimages.

Enjoying nature: Bunaken National Park, in North Sulawesi,
Indonesia, is a popular tourist destination for scuba diving.

Surreal beauty: Indonesia’s aquatic life is one of the most
biodiverse in the world. EMBASSY OF INDONESIA
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Men who earn
less than their
partner more
likely to cheat

Washington
AFP-JIJI

------------------------------------------

Men who earn less than their
female partner are more like-
ly to cheat on her, a study pub-
lished Monday found.

Cheating may be a man’s
way of trying to restore his
gender identity when he feels
it is under threat, author
Christin Munsch, a sociology
doctorate candidate at Cornell
University, said in the study.

‘‘Making less money than a
female partner may threaten
men’s gender identity by calling
into question the traditional no-
tion of men as breadwinners,’’
Munsch said. ‘‘This relationship
may be particularly strong for
certain subgroups of the popula-
tion that highly value traditional
masculinity, like Latino men.’’

Indeed, the study found that
infidelity dramatically in-
creased when the man earning
less than his female partner is
Latino, probably because
breadwinner status is ‘‘one of
the defining features of His-
panic masculinity.’’

Then again, the same study
found that men whose part-
ners were more dependent on
them were also more likely to
cheat, making it a lose-lose sit-
uation for women.

It’s different for girls,
though. If a woman is the main
breadwinner in the family,
she’s more likely to cheat — it
would seem that relationships
where women earn more than
men really are doomed — and
if she depends on her male
partner for money, then she is
less likely to cheat.

Overall, women are half as
likely to cheat as men anyway,
whatever the circumstances,
the study found.

Nation places priority on ensuring economy moves on right track

CONTINUED FROM PAGE 6

domestic economic funda-
mentals and a conducive glob-
al economy. The current ac-
count balance in the second
quarter this year is to be high-
er than previously estimated
and expected to be around a
$1.8 billion surplus. The over-
all balance surplus will also
improve to be at around $5.4
billion, higher than previous
estimations.

These developments have
contributed to the increase of
the foreign exchange reserve
to $76.3 billion. The current
foreign exchange reserve lev-
el is equivalent to approxi-
mately 5.8 months of imported
goods and the monthly install-
ment of government debt,
higher than what is observed
in peer group countries.

The progress in the Balance
of Payments have contributed
to the Indonesia rupiah (IDR),
which continues in an appreci-
ation trend, despite some cor-
rections in May with moderate
volatility caused by market
concern with regards to the
rescue package in the euro
zone. Since early this year, the
IDR has appreciated at
around 5 percent, with a lower
volatility in the second quar-
ter this year.

In foreign exchange, policy
still remains consistent with
the free-floating system. The
IDR movement recently is
considered still adequate into
the external sector and still
supportive into anchoring in-
flation expectations.

Regarding the issue of short
term capital flows, which al-
ways have been such a double-
edged sword into small, open
economies like Indonesia, the
approach taken by authorities
in Indonesia is consistent with
the free capital mobility re-
gime as stated in the foreign
capital system law (Law No.
24/1999). However, to prevent
from the negative impact of
‘‘hot money’’ flows, Bank Indo-

nesia emphasizes prudential
banking and financial market
deepening measures, as well
as encouraging longer-term
investment. The six measures
as in the latest Bank Indonesia
policy package launched in
June is also in view of this bal-
anced approach.

Further, the banking indus-
try and the domestic financial
market also show a continued
sound performance and main-
tain a well-capitalized condi-
tion. In general, the domestic
financial market has recov-
ered well from pressures ob-
served during the peak of the
crisis, which mainly were trig-
gered by liquidity scarcity
perceptions and the impact of
the flight to safety panic phe-
nomenon. All money market
indicators have recently re-
turned to their normal pat-
tern.

The banking intermediation
has also been showing an im-
provement. In the first half of
this year, bank lending grew
at around 19 percent and for
2010 is expected to grow at the
22 percent to 24 percent range,
which will ensure economic
growth, while nonperforming
loans (NPL) are well-main-
tained at a low around 3 per-
cent (gross) and capital ade-
quacy ratio (CAR) at an aver-
age level of 18 percent.

On the fiscal side, the gov-
ernment also showed a strong,
consistent effort in budget
management efficiency and
discipline. The fiscal deficit
keeps to low levels of below 3
percent of gross domestic
product (GDP), which this
year is expected to be 2.1 per-
cent, and will be in a declining
trend for years ahead, while at
the same time various mea-
sures are taken to continually
improve its spending mecha-
nism. Prudent fiscal policy
has resulted in a significant
decline in the debt to GDP ra-
tio from 77 percent in 2000 to at
or below 30 percent recently.

The economic performance
of Indonesia has provided a
stronger foundation to sustain
the further economic develop-
ment. Those achievements
have partly also been reflect-
ed in a better investor risk per-
ception as shown in the decline
of the credit default swap
(CDS) spread, which is now
stable at around 180 basis
points for 5 years’ CDS, and re-
cent sovereign rating im-
provement from major rating
agencies.

The Japan Credit Rating
Agency (JCR), based in Ja-
pan, in its latest rating action
has upgraded the Indonesian
rating outlook to investment
grade. JCR has upgraded its
ratings on the foreign curren-
cy long-term senior debts of
the Republic of Indonesia to
BBB– from BB+ and those on
its local currency long-term
senior debts to BBB from
BBB–.

This upgrading reflects In-
donesia’s enhanced political
and social stability, along with
the progress in democratiza-
tion and decentralization. Also
taken into the consideration
were the sustainable econom-
ic growth outlook underpinned
by solid domestic demand, an
alleviated public debt burden
as a result of prudent fiscal
management, reinforced re-
silience to external shocks
stemming from the foreign re-
serves accumulation and an
improved capacity for exter-
nal debt management and ef-
forts made by the government
to outline the framework to
deal with structural issues
such as infrastructure devel-
opment.

Challenges ahead
The Indonesian economy is on
the right track for further econ-
omy recovery. The economy
will move at a faster pace and
will be around 7 percent growth
within the next couple of years,
given the already proven do-
mestic resilience so far.

Economic growth will also
be boosted by the upturn in ex-
ports and investment. Improv-
ing external demand and bet-
ter risk perception toward the

domestic fundamental econo-
my will also keep the current
account and financial account
in good shape, and contribute
to the increase of the foreign
exchange reserve.

However, there is of course
a risk that has to be taken into
account and monitored closely
with regard to the global fi-
nancial market and economic
development. The prospect of
an advanced economy, with
respect to its banking sector,
and the fragility of the global
financial market, has to be
monitored very closely since it
will impact Indonesia’s export
performance. The strong
world leaders’ commitment
hopefully will moderate the
risk factor.

The continuous, strong
commitment of the govern-
ment to implement infrastruc-
ture projects, especially in
transportation and energy
sectors, and reform measures
in the investment climate, will
ensure the prospect of the do-
mestic economy. With respect
to the latter, it is important to
note that the public check and
balance mechanism in ensur-
ing a more efficient bureau-
cracy and improving the busi-
ness climate has been increas-
ing significantly compared to
a decade ago.

Regarding inflation risk,
Bank Indonesia will pursue its
policy to ensure the future in-
flation is on track with the es-
tablished target. In this re-
gard, the government and
Bank Indonesia have taken
measures to strengthen rele-
vant policy coordination to
better monitor and control in-
flation.

As a member of the G-20, In-
donesia has also takes steps
based on the global agenda on
financial sector reform and
strengthening banking indus-
try capital and risk manage-
ment, as well as to encourage
market disclosure and the
adoption of more convergence
in international accounting
standards. Yet the implemen-
tation will of course consider
the stage and the structure of
the domestic financial market
and banking industry.

Lebanon
struggling
to retain
Arabic
Beirut
AP

------------------------------------------

Maya Sabti’s children were
born and raised in Lebanon but
they speak only broken Arabic
and cringe when presented with
an Arabic book to read.

‘‘I try to get them interest-
ed, but I don’t blame them that
they’re not,’’ said Sabti, whose
children are 8 and 10. ‘‘Mobile
phones, Facebook, movies —
all that’s important to them is
in English.’’

In Lebanon, where every-
day conversations have long
been sprinkled with French
and English, many fear the
new generation is losing its
connection to the country’s of-
ficial language: Arabic. The
issue has raised enough con-
cern for some civil groups to
take action.

‘‘Young people are increas-
ingly moving away from Ara-
bic, and this is a major source
of concern for us,’’ says Su-
zanne Talhouk, 33, a Lebanese
poet who heads ‘‘Feil Amer,’’
an organization launched last
year to promote Arabic.

‘‘The absence of a common
language between individuals
of the same country means
losing the common identity
and cause,’’ Talhouk said. In a
nod both to its members’ sense
of urgency and their language
fixation, the group’s name is
the Arabic grammatical term
for an imperative verb.

Arabic is believed to be spo-
ken as a first language by
more than 280 million people,
mostly in the Middle East and
North Africa. The classical,

written form of the language is
shared by all Arabic-speaking
countries but spoken dialects
differ among countries — and
fluency in speaking doesn’t
necessarily mean fluency in
reading and writing.

While Arabic is the official
language of Lebanon, a tiny Ar-
ab country of 4 million on the
Mediterranean, many Leba-
nese pride themselves on being
fluent in French — a legacy of
French colonial rule — and
English. Conversations often
include a mix of all three, so
much so that ‘‘Hi kifak, ca va?’’
— with the English ‘‘hi’’ and the
Arabic and French phrases for
‘‘how are you?’’ — has become a
typical greeting, even appear-
ing on T-shirts and mugs sold in
souvenir shops.

Most schools in Lebanon
teach three languages from an
early age, and many parents
send their children to French- or
American-curriculum schools
where Arabic comes second or
third. It has become very com-
mon for young people, particu-
larly when using Facebook and
text messages, to write Arabic
using Latin characters.

Even politicians are not im-
mune. Last year, Prime Min-
ister Saad Hariri, 40, stumbled
through a speech in Parlia-
ment, having obvious difficul-
ty with the classical Arabic —

raising laughter from law-
makers and from the many
who watched video of the ad-
dress posted on YouTube.

The concerns are not unique
to Lebanon. Neighboring Syr-
ia requires that at least 60 per-
cent of the space on signs for
shops, restaurants and cafes
should be in Arabic.

But Lebanon is a special
case because of its more open
society, said Mounira al-
Nahed, assistant secretary
general of the Beirut-based
Arab Thought Foundation.

Lebanon’s sectarian and
ethnic diversity have always
made it open to foreign influ-
ences. Moreover, it has a huge
diaspora with an estimated 8
million people of Lebanese de-
scent living in countries as dis-
tant as Brazil and Australia —
many of whom come regularly
to Lebanon for visits and often
don’t speak much Arabic.

Al-Nahed blames parents in
part for speaking to their chil-
dren in French or English at
home, thinking they will pick up
Arabic anyway. But this has
had the adverse effect, making
Arabic come at a distant third.

Al-Nahed also blames
teaching techniques that often
do not encourage children to
speak Arabic and make the
language seem dull and com-
plex to learn.

Load to bear: A visitor walks through the Sumela monastery in Trabzon, Turkey, on Saturday. AP

Patriarch holds historic
Mass at Turkey monastery
Event to boost
reconciliation
efforts between
Ankara, Athens

Macka Turkey
AP

------------------------------------------

Orthodox Christians held the
first Mass in almost 90 years at
an ancient monastery on the
side of a Turkish mountain Sun-
day, after the government al-
lowed worship there in a gesture
toward religious minorities.

At least 1,500 pilgrims, in-
cluding from Greece and Rus-
sia, traveled to the Byzantine-
era monastery of Sumela for
the service led by Patriarch
Bartholomew I, the spiritual
leader of the world’s Orthodox
Christians.

The Islamic-oriented gov-
ernment, which is aiming to
expand freedoms as part of its
bid to join the European
Union, has said worship can
take place at the monastery
once a year. Services were
previously banned.

The symbolic event was also
likely to boost reconciliation ef-
forts between Turkey and
Greece, two NATO allies that
came to the brink of war three
times between 1974 and 1996
over the ethnically divided is-
land of Cyprus and territorial
rights in the Aegean Sea.

Sumela, a spectacular
structure cut into the side of a
mountain, was abandoned
around the time of Turkey’s
foundation in 1923. The last
Mass was held a year earlier
amid conflict between Turks
and Greeks. The remote site
near the Black Sea has be-
come a big tourist draw in the
last few decades.

The patriarch, who is based
in Istanbul, wore a white robe
with golden lace, and carried a
staff. Priests sang hymns and
spread incense amid faded
frescoes. Visitors who could
not fit into the crowded monas-
tery watched on a giant televi-
sion screen several hundred

meters below the building.
‘‘It is a very exciting moment

for us Greeks because it’s the
first time we get to have such a
Mass,’’ said 24-year-old Kete-
van Nadareishvili. ‘‘We can
pray on the land of my great-
great-grandfathers.’’

The patriarch said he hoped
the desire to pray would not be
misinterpreted.

‘‘The culture of living to-
gether is a heritage our civili-
zation left for us. Let’s make
that heritage live on, and let us
teach all, so that we do not suf-
fer anymore, and families do
not perish,’’ Bartholomew said
in Turkish after the service.

Despite the sense of cele-
bration, the story of Orthodox
Christians and religious ex-
pression in general in Turkey
is a troubled one.

Turkey’s government says
it will increase freedoms, but
critics believe change is too
slow in a country with a
staunchly secular system in-
troduced by the national
founder, Mustafa Kemal.

Most of Turkey’s 72 million

people are Muslim, but even
many of those feel that their
rights are curtailed by law.
Female employees of the state
are not allowed to wear Mus-
lim headscarves at work, and
in 2008, the Constitutional
Court struck down a govern-
ment-backed amendment lift-
ing a ban on the wearing of
headscarves in universities.

The Greek Orthodox com-
munity in Turkey has dwin-
dled to about 2,000. One of their
key demands is the reopening
of the Halki Theological
School, a Greek Orthodox
seminary on Heybeliada Is-
land near Istanbul.

The school was closed to new
students in 1971 after a law put
religious and military training
under state control. It shut its
doors in 1985, when the last five
students graduated. Western
leaders, including U.S. Presi-
dent Barack Obama, want Tur-
key to allow it to reopen. On a
visit to Greece in May, Turkish
Prime Minister Recep Tayyip
Erdogan said he was optimistic
it would reopen.

Turkey has traditionally
viewed the Istanbul-based pa-
triarchate as a threat to state
unity partly because of its ties
with Greece, though relations
between the two countries are
improving. The patriarchate
dates from the Byzantine Em-
pire, which collapsed when
Muslim Ottoman Turks con-
quered Constantinople — now
Istanbul — in 1453.

In a gesture to Armenian
Christians, Turkey will also al-
low a Sept. 19 service at a newly
restored Armenian church in
eastern Turkey. Many interna-
tional experts have judged the
mass killing of Armenians
around the time of World War I
as a genocide. Turkey disputes
the assessment.

At Sumela, Bartholomew
sought to deliver a message of
inclusion across faiths, includ-
ing Islam. ‘‘We would also like
to take this opportunity to cel-
ebrate the arrival of the holy
month of Ramadan,’’ he said.
‘‘We wish for you to live this
meaningful month with peace,
patience and prayer.’’

Scripted: Lebanese school children arrange Arabic alphabets
during an Arabic language festival in Beirut on Saturday. AP

Rarity: Critically endangered Sumatran tigers number as few as 400. EMBASSY OF INDONESIA
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