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CHAPTER 1

INTRODUCTION

I'om 1928 to 1939 the population of the Netherlands Indies increased
n about 60,000,000 to 70,000,000. On the principal island, Java, the popu-
§ 1 reached o density of 1,360 persons per square mile of land under
ivation. The continuous problem of feeding all these people caused
I anxiety. The difficulty was overcome partly by migration to uncul-
ilod lands available in the Outer Islands where agricultural settlements
i established, and partly by irrigation, fertilization, and the distribu-
i of selected seeds, etc. It seems that so far as food is concerned
\plete self-sufficiency has been reached for the time being. However,
nuous efforts will be necessary to maintain this equilibrium in the

e,

Ihe figures in Table I indicate that this fortunate condition was achieved
woen 1935 and 1939 at which time the demand for more industrial
ilucts increased suddenly and sharply. As is well known from the
lory of the development of other lands, when the level of income is
iwasing the demand for food products becomes to a great degree in-
ulic at the moment that self-sufficiency is reached. At the same moment
demoand for commodities begins to expand. We need not go further
i the subject at this stage. It may be said that all indications of con-
uption in the Netherlands Indies make it clear that between 1935 and
Il this point was reached. During these years we see an increasing
vam of secondary products going into the villages of the Javanese
mtryside and to those of the Quter Islands. We see that gold, formerly
investment in the Indonesion world for the purpose of raising one's
il standing, is parted with freely and used to provide the means of
Wlucing secondary products. We see an independent industry increas-
ly develop from the existing mechanized industries which were
merly largely dependent on export trade, and from the traditional small
lige industries.



At the same time there was a remarkable expansion in inter-inflt is clear that the people, formerly satisfied with a minimum of goods
communications while changes also took place in the monetary fielfch they produced and bought only when absolutely necessary,
these years the growth of activity in the economic, financial, cndfduclly demanded more and were therefore willing to exert themselves
cational fields which had earlier occurred only among the Indonesianre, although their requirements were still modest. A new spirit has
lectuals began to include larger groups of Indonesicns as o result of Bn born and its influence has become perceptible.
instruction and improved communications. As I see it, there was a tulThe depression which brought suffering in more advanced countries
point in the social-economic life of the Netherlands Indies betweenfugh the resulting unemployment, was also the cause of trouble in
and 1939. The index figures in Table I below support this point of view} Netherlonds Indies, as illustrated in Table I, because the standard of
ng of the Indonesion population had been principally influenced until
n by the proceeds of the export trade. It may be said that agricultural
duction provided the Indonesian population with crops for their nourish-
t, while the proceeds from export-crops, cattle-breeding, fishing, mining

in recent years more and more from industry, commerce and pro-
jons determine the cavailable margin for raising the standard of
lare of large groups of the population above the subsistence level.
widering that the great majority of the rural Indonesion population

Table I
Index-figures: 1928 = 100

Years 1928 1932 1935 1939

1. Populction INCTEUSE .iimsisisrssees 100 106 110 118
2. Cost of living for worker's family with

stable standard of living....c.c... 100 B5 56.5 57 - ) i b ) e
3. Price lovel of F00G...ummmmmsisismmsssssnenss 100 51.5 435 445 Wo their own dwellings and land?, it is evident that with sufficient food
4. Income from native agriculture exports in - ” o - | clothing, which is noturally simple because of the climate, an in-
i i L | L i 4§ r . a
units of wﬁnw_omaw power ; se in prosperity recdily finds expression in the use of all sorts of
5. Total exports in units of purchasing power 100 59 53 ue " . & , = =
6. Income from industry in units of pur- articles. For example, in two industrial organizations in the small
chasing POWeT....u GG R 100 165 210 335 (jes of Japara and Pasceroean in 1938 and 1940, Hmmmumnﬂdmu.% 285.000
7. Total imports in units of purchasing power 100 61.5 48 90 oo ) , - ]
g. Consumption of primary foodstuffs in | 370,000 guilders' worth of furniture was manufactured for the domestic
Kilograms Per PerSoN..umessarsns 100 102 105 :w ket, The umbrella production in Tasikmalaja rose from 330,000 pieces
i  thi e 100 11 4 : ) A
8, Calusis velusiof Lol Toods. . 1934 to 1,800,000 in 1940. The consumption of bread and biscuits—as
10. Consumption of textiles in yards per s : . e .
BOTIDIL sosisrisiptiniopiitinmisiione, 100 s 92 136 it from the basic diet of rice—grew by millions of kilograms; soap
11, Number of mechanically operatedfactories 100 132 134 162 nifactured for domestic use reached a volume of over 80,000,000 kilo-
12. Area technically irrigated...uwemme. 100 125 139 164

me in 1940, In nearly every desa? no matter how small or how re-
oly situated, the use of flashlights has become general. For these, about
)00 batteries are manufactured daily in the Netherlands Indies. In
jor years, some 18,000,000 yards of tussore cloth were imported annually
men's clothes. At present one sees men everywhere in Java with
ore jackets. The importation of tussore has just about held its own,
in addition, there is now a home industry producing about 40,000,000

{a) The purchasing power of the income for subsistence of a family with an income of about 360
per annum was taken as unit of purchasing power.

Other information of a similar nature, which, however, unfortul
does not cover many years, is given below:

Table I A ls a year.
T o S s tom these figures and from the index figures in Tables I and II, it is
4o ovident to what degree industry in the Netherlands Indies has profited
Taxable wages, in millions of guilders.. s 493 541 620
Blectric poswer used in ndustrios (54ex).......c e 10D Py honstng, stucton in Jave srhate wo-fizde of the tol populction Luss, o be extmeted o
Importation of capital goods (@R cvvnrvmnicnsrrsssne 100 144 ,.,._ dose ( rge or hamlel), in the mmallest unit of Indonesion soclety and consists of a group of
e i _ _ Higs with thelr aeeomponying farmyards and cultivated fields,
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from the increased buying power attained by the rural population.
increased prosperity, as I have shown, may be considered as the
rocal action between the greater profit for the Indonesiom from pri
products on the one hand, and the growing desire of the populatio;
more goods on the other hand; this action has strongly promoted i
trialization.

oached a further stage : an ever better distribution of industry has
offected. In the Netherlands Indies we have not yet traveled so
lthough the future certainly appears to lie in that direction. The time
not be far when industrialization -of certain districts of the Outer
ls is begun. i

order to define the place of industrial production in the whole
ymic scheme, it is desirable to give a rough general idea of the total
iction figures in the Netherlands Indies, as estimated during recent
Combining the domestic market prices with the statistically known
tural production, adding the value of slaughtered cattle, figuring
alue of the fish catch, so far as known, and calculating the value
, known exports of mining products, gives an idea of the value of
iltural and mining production of the so-called primary industry.
the data gathered in industrial statistics one can arrive at the amount
alth which is added to the national income through machine industry.
ywvor, we do not know the amount of earnings from commerce, pro-
1 or QQHH._.HQ.._..

It may olso be seen from the index figures in Table I that w
slight decrease in the value of total exports (line 6: from 100 to 97),
affected principally the European-owned estates, the income of the
nesian farmer increased (line 4) from 100 to 116. This increased pros
of the Indonesian farmer was not diverted to increased imports, but fa
the development of domestic industry, thus effecting a further inc
in prosperity. Here a very large role is played by the development
so-called Outer Islands. As an outcome of the establishment of agricu
centers in formerly uncultivated areas®, of the ever increasing sh
the population in growing agricultural produce for export, of the dev
ment and orgonization of mining industries, etc., a flow of ind

articles found its way to the outer islands from densely populated Javl, (he basis of the census of 1930, the very rough test count held in

tnd of available industrial statistics, the following estimate of the
or of persons occupied in the professions may be considered fairly

lo.

Table II
EXPORTS OF INDUSTRIAL GOODS FROM JAVA
TO THE OUTER ISLANDS

Year 1935 1836 1937 1838 1939 1940 Table III
Value in millions of guilders.........ooviins 34 40.1 64.1 54.6 58.6 73.4
¢ ol Occupation Number Employed
This &md.mHOHUHﬁmH: of the relations between nwm__umm;w Huowuﬁu_u:mm Javelllivial production, cattle raising, fishing, forestry, elC....is 14,000,000
the Outer Islands ﬁQHﬁﬂmHm in miniature the de.mHOmuBm.d.ﬁ which witle :.anﬁ%% ——— * 2,500,000
place between the eastern states on the one hand and the southernge Industry —J UL IE et ot 300,000
the western states of the United States on the other hand, Q.GHHD@ the IBCIUBREY ... oemrnrmessnsisasesrmesiarsintstatbe iR R AR RRTASEARIREY S OA O ROTA AT APV TA RN RSB TR S R5125 600,000
period of America's industrial expansion, about the middle of the TOHGL cuciovivisizsssossaisiseitesrrsstin AL s MR TRt b iscorse,  L7,400,000 (43
century. There also the chief ﬁHDQGOﬁm of the east were at first Q@Hwn neice, transportation, clerical work and Profesmlons. . 4,600,000
while industrial commodities were bought from Europe. Then, a Grerridl 0P ucseenssossin iseerierioats ERERRARAERRRAHNRRARAAA 1R RLLEAMMAARMRRNARRRRAR R 4444335 22,000,000

agricultural development of the south and west gathered weight, th
developed its own industry and became the supplier of industrial pr
to those regions. Here the comparison ends. The United States at px

From investiga-
i1 1940 and 1841 it appeary that there woas an average of 17 waorkeis iily. The number
s i agriculture, if enly men are counted, can be aeespted gs approximately 10,500,000.

8. This native migration shows the following results: o round figures for production, so far as they are known, indicate a

Years 1936 1937 1938 B 3
Number of TUGIGTR...mmmsuesmmmssissmsss 16,627 19,307 43,399 neome in 1940 of about 2,500,000,000 guilders tor the 17,400,000 work-
>ﬂa_”‘_.,m__mhm_mw%amuﬁmﬂHwnawwm._"w:ca g ik 28071 plod in Table 1V. This includes 450,000,000 guilders added to the
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income from industry. The rest of the workers performed all sorts ¢

ND

in commerce and gardening, the income of which is not known. I

is the income of the 4,600,000 workers in trades and professions }

but it may be assumed that this group—as is true nearly all o¥

AND/INDIE/
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world—was able to obtain a higher income per person than th
category of workers.
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As is shown above, industry in the Netherlands Indies has o
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become an important source of direct income. In addition to this

N

contribution to the national income, Netherlands Indies industry o
leased a not inconsiderable purchasing power, even with a rising
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ard of living, by producing cheaper articles than those previously imj
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An illustration of this tendency is to be found in the decline of ths

of woven sarongs. This article of clothing was formerly imported,

1959

DRICE,

main part, but since 1935 has been manufactured in ever incr

quontities in the Indies, until in 1940 with a perceptibly increase

1T

sumption, the domestic industry was able to supply the whole 1

Until 1938 the sales price of the domestic and of the imported artic]

practically identical, and the price fluctuated with the price index

ported sarongs. The competition of the two products, which do nol

NDJFMAMJJAZONDJFMAMJJA/O

SR i
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in quality, then became independent of the general index. Importet

L

(during the last years with losses) to retain the market, but ver]

W

RDADH A

imports dwindled to nothing. Graph A illustrates the story*, :

1938

G
TN

The average price of woven sarongs in 1936 was about 35 guild

codi (20 pieces), while the cmnual consumption was 700,000 cod

T

cause of reduced prices resulting from domestic production and,

sales by manufacturer to retailer, a consumer purchasing power of

10,000,000 guilders was released on this article alone, besides that g

7 .

by the labor in that branch of production.

NCA T
N

Domestic indusiry also brought important advantages for the

nesian population in another form. Although we have shown that i

than one way odditional purchasing power became available

time between 1935 and 1939, there remained in the first place a

1937

demend among the native population for cheap consumer goods

an article as shoes, originally a commedity for the European colon

generally imported, has become an increasingly used article in th
nesian world during the last ten years®. A domestic industry has de
from this demand and an article suitable to the native market in

1936

4, Taken from the "Economisch Weekblad”, May 1941.
5. in in enpocially important from a hygienic point of view. Hygienic Unovnaﬂumn has gred
s use of shoes since chancoes of infection, especially from hookworm disecse, are thus dil

) OOOOJ@
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-
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and price is now manufactured in small and large industries. Graph
a picture of the price trend of imported and domestic articles.

While imported footwear naturally followed the trend of the
price level for secondary products the domestic output followe
of the domestic cost of living. This is a typical example of the
which domestic industry decreases Indonesian sensitivity to world
for raw materials and to world commeodity prices in western co
upon which the Indies formerly depended exclusively.

The example of sarongs at once brings up the question as to
the development of domestic industry will not have an unfa
influence on the volume of imports which can be roughly conside
maintaining a balance of trade with the exports of raw materia
subtracting the services rendered abroad. When the figures for
trade as given in Table V are examined, such a development
seem most unlikely, especially considering that in the period repre
in that table total world production increased 43% and total worl
increased 13%. It is probable that the collapse of world trade was
by the substitution in the industrial countries of autarky for specia
in products for which they cre best fitted.

Table IV (@
MOVEMENT OF GOODS ON THE WORLD MARKET
(Percentages on the basis of value)

Imports of 1911-1913

a. Raw materials and foodstuifs into industrial countries from industrial countries 18

b, Manufactured goods into industrial countries from industrial countries............

1. Exchange of Goods between Industrial Countries...........o..ocveeimierinseinsssesisnnnns

¢. Raw materials and foodstuffs into industrial countries from raw material
countries ... T F A N e e TR A R e e i e

d. Manufactured goods into industrial countries from raw material countries........
e. Raw materials into raw materialicountries from industrial countries..................
f. Manufactured goods into raw material countries from industrial countries........

II. Exchange of Goods between Industrial Countries and Raw Material Countries

g. Raw materials and foodstulfs into raw material countries from raw meaterial
COURIEIOE: o inanmsuansinnaim sk T R R LB e e

h. Manufactured goods into raw material countries from raw material countries

II1. Exchange of Goods Among Raw Material Countries............ccoeueiiiiniviiniiiiiiinnn s

(a) Taken from a pamphlet by Dr. S. Korteweg at The Hague.

With one reservation a number of factors would seem to indica
in consequence of the industrial development of the Netherlands

]
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komple, workers in industrial countries such as the United States and
! Niitain had incomes respectively of 1,368 and 1,069 “international
" wach per year, while workers in agrarion lands such as Finland,
ary, and Poland earned only 380, 359 and 352 international units
respoctively.® This suggests the likelihood that greater prosperity
densely populated country cannot be achieved without industrial
apment. This is corroborated by other evidence; the worker's income
United States showed a steady rise from 1850 to 1925. Income in
willonal units increased from 582 in 1850, 813 in 1880, 1161 in 1800 to
in 1925.'° And it becomes evident that industry is the lever to greater
wiily when the incomes earned in primary and secondary production
lwront countries are compared.!

even more purchasing power becomes available for imports. The
vation I have in mind is that the industries in the Netherlands
must be able to produce at a price level (which I call the Pacific]
level) in harmony with the buying power of the Indonesian consu
This price level must be equal to or lower than the level of the ca
which exports the cheapest goods to the Indies without dumping or 3
aids. The reservation suggests that preferably only those articles s
be manufactured for which the raw materials are to be found i
country itself or in which the labor factor is importomt. Thus it is pring
low-priced and relatively bulky goods which enjoy a certain of
of natural protection in the island country. This situation will cof
for the time being because of the unfavorable freight relations bet
imports and exports.” These industries show sufficient profits so
further investments will be possible at an early stage.

One should give special attention to the fact that the advantag
such an industrial development far exceed the directly perceptible df
tages to the national income level. In the first place, the immé

Table V

PURCHASING POWER OF AVERAGE INCOMES PER HEAD
(International units)

Primary Secondary
increase in the national income level can be compared to the firs Country Production Production
which is formed when an object is dropped into a pool. This inflj __w..._ﬂ”.mﬁmm. i R0 SR Mww H_MM

i . sTot rtan .
is felt in ever widening circles. The same is true when new secc 500 . 1373

146 959
278 1108

industries are created in an agricultural country. The national ing
obtained directly from industries, forms ever widening rings of prosg

It is ceriain that a good investment in Netherlands Indies ing
creates more purchasing power then the total value of prodi
achieved by the investment, so that the value to be imported inf
couniry must become steadily greater, although the articles ad]
imported may be of a different nature. This increase of imports intg
cultural lands such as the Netherlands Indies is of primary impol
for the future, and also for existing indusirial countries.” Raisin
national income by industrialization and thus raising the purchasing |
in agricultural countries, will do much to mitigate future unemplo
in the whole world. In addition to a better rate of exchange for thi
materials to be traded, a suitable industrialization of the raw mg
countries will place these countries in a position to buy ever-incr
quantities of consumer and capital goods from the essentially ind

Bwoden 1930 ..
imnarizing the material presented above with regard to the Nether-
lilion, one may assume that some time between 1935 and 1939 the
ioached a stage of self-sufficiency for foodstuffs, and through
tnil purchasing power, attained because the Indonesian population
wiuired a larger share in the proceeds from the exportation of
tural products, the demand for secondary products was strongly
luledl, Thus, conditions were favorable for a rapid development of
ity industry.

bing advantage of this achievement, a rapid economic advance
There seems reason to expect that the trend in industrial develop-

lonal unit” ias the average purchasing po
0 between 1925 and 1934, By a &

in the U.S. A. for primary necessities
imon of the money values of wages,
r 1 od countries, a helpful, though un-
; , idea is obtained, Thus, Clar of Progress (Macmillan—1940) has
countries. o rupee in British India has c awer ratio of about 3 rupees to 1

i J 4 4. For Japan he figured the pur-
Statistical calculations demonstrate that in the years 1325 to Horlands Tndies show that th

silands Indies show that the
#.: . elothing, fuel, light and other com-
aton, (Pages 24.00.)

of $2.00 in the United B

6. Compared to 12,000,000 tons of exports, imports amounted to chbout 2,100,000 tons in 194
resulted in high shipping rates for imports to the Netherlands Indies.

7. See Table V.
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ment, the growth of which is evident from Tables I and II, con be
tained in the future.

In consequence of the war various vested interests such as inte
shipping, railway communications, etc. which had slowed do
economic development have disappeared so that in the future it
easier than before to replace obsolete organizations by those whi
more suitable to the economic life of the Netherlands Indies. It i
worthy that the same decade which was marked by the upward
in the line of economic development, showed an equally important
point in the social organization of the country. There was an imp
expansion of education, coupled with the transfer of its manage:
autonomous councils, mostly with Indonesian majorities in control, t
of public health services to the same social-political institutions, fo
of producers’ unions for obtaining better distribution of income
who collaborate in production, with here and there spontaneously
ized social provisions for the workmen; there were savings in th
nesion community, which have been invested in productive v
instead of in sterile gold, etc.

This all seems conclusive evidence that in these years forces
grown in the Netherlands Indies which will carry the land mo
more rapidly to greater freedom and prosperity.

hen one considers that this investment represents about 550 guilders!?
working man, a figure which may be compared to about $4,500. in
United States, it is clear that in order to reach greater prosperity in
Notherlands Indies, considerable sums of money still have to be
med. The figures mentioned also explain how it happens that behind
\ worker in the Netherlands Indies there is an average of only 1.8
spower available to provide for his needs, while for each American
io1 there is available an average of about 40 horsepower.

For the students of Far Eastern economics, let me round off thi
duction with the results of a calculation of the capital invested
Netherlands Indies. Naturally these figures must be considered
rough estimates since the statistical data in the Netherlands East
are insufficient for an exact calculation. In many writings, howev
mates care found which summarize the interest and dividend info
and thus give the so-called commercial capital. The large sums i
in irrigation works, highways and bridges, dwellings and harbor |
etc. are not included. In my calculations, since this is the inter
usage, land values and national debts have not been included. The
were as follows:

Table VI

Buildings @
Communications .
Commercial capital .....

Government enterPriBe ..........iiecisisissimisemessimiie
Balance not included in previous headings ...........

TOTAL

(a) Of this amount, 900 million was Indonesian capital.

12

Isie ulmo the gullder vannot be represented slmply at its rate of exchange.

13
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& money eared by the people in this branch of industry is quite
Ilsrable, An examination of the budgets of 5,000,000 farmers in Cen
lava shows that, from cottage industry, trade in these products e
e lrom cultivation in their own gardens of the raw materials used
I8 Kind of industry, an average of 17% accrues to the budget.?

soenl investigation shows that this percentage has, in general, been
luined, Analyses of budgets, which have been published extensivaely
pont yeors, make it evident that about 10% of this 17% comes fiom
iinings of cottage industry. On these grounds, the addition to the

CHAPTER 1I

THE ORGANIC STRUCTURE OF SECONDARY INDUSTRY

For practical purposes the industrial field in the Netherlands |
can be divided into three main categories:

Cottage industry (in Dutch, huisvlijt): the production of commoditi
agricultural workers in their spare time' by the use of hand tools
by which they add to their incomes.

Small scale industry (kleinnijverheid): hemdicraft and workshops
less than, say, 50 workers, principally working with hand tools ang
no important mechanical aids. _

Factory industry (fabrieksnijverheid): all further secondary prod
with mechanical aids or with more tham fifty laborers. Factory prodi
only includes those factories which are to a certain degree indepé
units. Sugar refineries, tea and coffee factories, etc., which form p
an agricultural estate are considered as primary production in the
lends Indies.

This division is thus affected principally along technical lines|
the basis used in the industrial statistics set up in the Netherlands
in 1939. Nevertheless, these forms correspond closely, although notf§
lutely, with the social structure. ,

In the first place, cottage industry is practically entirely in the
of the Indonesian farmer. The goods are produced, for the greates
within the family circle. The major part of the production is trad
members of the family in their own village; another part is bou
by buyers and sold in wider circles, or even in some cases expol
often happens that the raw materials are provided by a middlem
which case the finished article is delivered for payment of wages
work.

ials for use in this branch of industry are imported each
ook, raw materials, and semi-finished goods).
e are many forms and variations of this cottage industry, There
Hhe many instances of cottage industry combining and collaborating
llncale industry and sometimes even with factory industry, This
wiation often developed new structures in cottage and small scale
Ity which had certain advantages but which were often socially
lcally fatal as administered by the bakuls since the belul
lirected the work only wished to keep control of the whole situation
W own profit. Thus, in the textile industry, to maintain his key posl
lw would introduce inefficient methods of winding thread, to prevent
wikain from dealing with any other entrepreneurs. In Middle Java
Wein especially imported in a form not suited to the looms being
il The weavers could only buy yarns in a form they could use
thw bieleuls who rewound the imported hanks. In this way he retained
nonopoly of the trade and credits of the weavers although yarn
hive been imported in usable form. On the other hand, these
en had the advantage of teaching the people that by division of
i collaboration there were possibilities of increased efficiency
W wume way as on the assembly line in a modern factory, The lol
i wxample demonstrates this combining and cooperating:
the little villages grouped around Soekaboemi, a small town in Wes!
situated in a prosperous agricultural district, a fairly important
¢ Industry existed, making agricultural implements for local une.
hin, a smallscale industry developed which extended its produc
wogram by making all kinds of cutlery. Here the hammering out of
pi, ole, was done in smallscale industrial shops with from four 1o

1, A work analysis of rice cultivation shows that 65 men and 44 women working 4 hours a|
cultivate 2.5 acres of rice-fields in one day. Thus there is a great deal of spare time available, Th
ownership per farmer is 1.6 acres.

2, In Indonesian: bakul and tengkulak,

141

e ol an investigation oorded ot by Nesident Btelnmets in 1004,



ten workmen, while the handles, made from horn, bone, wood or to
shell, were made in the sphere of cottage industry.

The knives were subsequently assembled in the shops and wer
locally. The product could not be compared in quality to that which
being imported from England, Belgium and Germany. However, onl

g, washing and sewing take place in cottage industry, while shearing
suving are done in smallscale or factory industry. In the batik in-
Viioun stages of preparations are allocated to cottage industry. In
i Industry, the manufacturing of the composite parts is given to
ops by the main factory, while the finishing and the sales

m._.._.‘. Wi

more prosperous could afford to buy the better, imported article, plaes thiough the centrals. In the pottery industry the molding and
Then through instruction and education consumers desired W % dine in small-scale industry, and the glazing, packing and shipping
workmanship. Growing incomes stimulated this demand and this ef@# hiaugh the central.

aged the workers in smallscale industry to greater efforts. A nun
small-scale shops negotiated for closer cooperation and within a ¢
of years they organized some 1,200 workers into a so-called indi

# rowth of small-scale industry resulting from this system has been
tetilicblo, This is especially to be ascribed to the form which is com-
y sulluble to the mentality and nature of the population. A litile ex-

central, or cooperative.* #0 ln social-economic territory will call attention to two important

This industrial central built a finishing plant for the joint accolumsni which undoubtedly have influenced the growth and form of
its members, in which the most skilled workers from various smallliy, snpecially small-scale industry. First is the sense of obligation to
workshops were brought together and where, also for their joint ac@iiunl assistance, a conception which has peneirated Indonesian com-
polishing machines, boring machines, tempering furnaces, equipmefiy Il tnd by which every communal relationship, whether to society

nickel and chromium-plating, etc. were installed. The workshops uiler ludividuals is determined. The second phenomenon relates to the
were cooperating with the industrial central pledged themselves to brlly 1siiniences of slack periods in the cycle of consumption which has
every week a specified amount of work, such as blades, with the hdllsjusnnions and two peaks each year closely connected with the harvest

made in cottage industry. These semi-finished products were made fromfis
teriols and models furnished by the central; they were delivered to th@iuy (e hurvest is sold and the farmer has money in his pocket is the
tral for a reasonable price, jointly decided upon by the members. 11 e buys new clothes and tools. It is the period of courtship and mar-

At the time of delivery to the central the objects were inspected for
ity and form. Badly made pieces were handed back to the shops for img
ment, the approved ones finished and assembled, then packed and s
dealers. It was an accepted principle that profits should be shared d
the workshops according to the quantity of goods they had delivered,
the elected management of the central exercises a certain authority in ¢
ing the uses to which the money shall be put. In principle, it was agres|
part of the profits was to be spent on better tools for improving the aff
small-scale shops.

sl thuw of festivities with purchase of delicacies and the organization
lilviils and dances.

# ulligation to give assistance, called sambatan or sambat-sinambat
ielsining to the community and toeloeng menceloeng when referring
uw villagers has had a very favorable influence on the results of the
Induntrial centrals. So long as the cottage and small-scale industries
producing only for the needs of their own communities the ingrained
i ul obligation to be helpful to that community and to its members
il the best quality possible to be delivered and insured that the re-
| tilicles were ready on time. Later, when buyers outside the village
W viders the situation changed and it was often very difficult to get
tion on time. Anyone who was ordering such goods about fifteen or
y yours ago knows the usual outcome. Never on time, not what one had
l, poor form and finish, poor materials, etc.—these were the things for
the Indonesian craftsman was reproached. Only the shrewd bakuls
lnimen) were able to obtain a certain position in this village production
wiing ample credit or advances in times when the workers could best

17

Thus we see the development of a form of industry by which the I
sians have established a business as complex as that of a big facto
combining the cottage, the small-scale and factory industries.

This example introduces the second form of secondary industry, i.e.
scale industry. In this branch there are many and varied centrals
nature described above. There is the weaving industry, where wi

4. It is noteworthy that in the same period also agricultural centrals were created: tapicca
vegetable oil centrals, etc.
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use money. The result of this was that intolerable social conditionsfess v work from its stocks, it can maintain an even level of produc-
existed which have disappeared with the growth of the centrals. The @iy the whole year and in this way keep production costs at a fixed
lishment of the centrals which were often directed by an Indonesian i Huwaver, when the product is perishable, e.g. cigarettes or biscuits,
craft teacher’ and the best educated of village craftsmen — merngisn il in dependent on the vagaries of fashion, e.g. striped sarongs,
sometimes went to the city, read the newspapers, in short, people Wb #li, then the machine industry is often unable to hold its own against
vision was extended beyond the boundaries of the village—removed @unpslition from Indonesian hand production in the face of very great
of the other social and technical shortcomings. The small-scale woil Huctualions in consumption and sales possibilities.

united in a central, realized that they had assumed an obligation towas b lava lrom December to April a monthly average of not more than
finishing plant. They have begun to see this finishing industry as o gillion 1o four million meters of batik goods is sold while from June to
their community and therefore they feel obliged to do good work cnd@iibir thin average is between twelve million and fourteen million

early deliveries. The following little episode will explain the new sefln 1l nale of all sorts of necessities except primary essentials more or
obligation better than many statements. Wlws the same. trend. Consequently, the industries which are obliged

Once when I visited one of the central smithies, the master blacklli e their work according to this seasonal fluctuation have oiten
with much pride exhibited his tools: new files, a drill, an anvil, etc. w.__ bl special systems. The machine weaving industry is a typical ex-
still more pleasure he showed me his beautiful, shiny gasoline lamps#s Al liul these factories produced only woven sarongs, multicolored in
he had hung in the smithy “to be able to work by night too.” Natut@ssl, polentially a very profitable article. But this article is strongly
told him they were beautiful, they were, in fact, but I expressed surpri slor and design by fashion and can be made by competitors

he was going to take on night work, a surprise which is understondablé
I explain that in this industry one seldom works more than an average
to seven hours a day. He hastened to assure me that they were certail

ih machine and hand looms. With the development of the latter a
;n tione bolween the machine and hand loom business in which the
ye would certainly have lost out had it not taken up plain fabrics in

going to work every night, but he said, “You know that we have to @4 sike it again possible to compete. Through this change in their pro-
many celebrations in the village, for the harvest, for births, marllii puoyramn they were able to meet market demands and keep their
deaths, etc. Because of this we often lose much time. It might hap@® sy ul plain weaving during each slump, since this naturally did

there were many such festivities, our production would become sofilsiyn the influence of fashion trends.

that our finishing factory would have no work. We can't let them dof Kl ludustry is often also influenced by the same circumstances,

:n such cases,” he said with a sigh, “we shall have to endure suctili iy iunufacture of a certain type of hand-wrapped cigarettes. Instead
work.” This statement proved to me that he considered the finishing @y juiper, these cigarettes are wrapped in the thin leaf of corn which
communal possession, even though it was situated in another villagl o the corn stalk, while their filling consists of tobacco mixed

sambatan obligation was the binding element in this case. It was 1
regaining of lost income which regulated his conduct, but the obligd
the community to which he belonged. ,

The second influence, the influence of the rise and fall in consump
small-scale industry, is of an entirely different nature. It is of vital impe
in those forms of production which emanate from mechanically org
ventures with fairly high fixed overhead costs, and those under Indg
control with very low fixed costs. When the former is obliged to lin
duction, the production costs per unit rise very steeply; when the latte]
production, however, such a rise does not occur. If a mechanically orglf

ploss of which finely ground cloves is the main ingredient. These
‘e (e extremely popular with the native population, both for their
L il Hlavor and for the crackling noise made by the clove grains as
sl lrom the heat and free their aromatic oils. Their cost is about
e cent,

& il gross production in this industry amounted to about 19,000,000
TRl . However, in the periods of slump not more than 1,000,000
i worth were sold per month, while the demand increased by about
i the months of prosperity. These cigarettes cannot be kept for more

u without deteriorating.

5. For further details on these teachers seo Chapter IIL 1140 there were 69 factories _un,On.u:ﬁ_:ﬁ._ _—_333 1_.._:h ollos, :HS@HD%WH.—Q
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hiad insufficient knowledge of the trade had to sell out ._o the highest
41 Among Indonesians there were not enough nnwnmu_m Eﬁm.a.mmﬁm& HHUE..
Although the Chinese were not seriously Hb”mwmmﬁm% in industrial develop-
| briginally, there were many who now became interested.
Al investigation made in one of the most important weaving nmﬂH:HmHmm
ljulaja, a village near Bandoeng showed that about 335 of the 3. a M
wimately 1,500 large and small businesses passed from Hb&wﬂmwﬁﬁ. (o}
\ie hands in 1939. In 1940 this number was 35. This is a clear E&nﬂ.:ob
wo have here a case of economic readjustment. As soon as they realized
Ilis field of enterprise did not suit them the less capable producers sold
Il luctories. When there were no Indonesian purchasers these .mn_mm. were
b 1o Chinese. These transfers were therefore due to m@ma.ﬁ_ circum-
ton and consequently it was not a question of racial Humnmﬂoﬂo.b. On w.m_m
¥ hand an opposite movement occurred in many of :u.o older industries
v name period. In Djokjakarta and Solo the Chinese H.unzw producers émnw
il all Huunm.rmm out by the Indonesian contractors as in wm.w&osonb nwmo.
Hiijuestionably the Chinese dealer has always had an important p wno
O N1l scale industry, For this there are historical reasons. .P.ﬁ an earlier
ot o money made by the Chinese to the smallscale industries ol | (e occupation of merchant was definitely not valued in Javanese
spite of good prices also, The sambatan obligation does not I, In the closely woven village relationships the Bmunrmﬁﬂ H‘:.unm no m..Hn.nm.
the Javanese intellectual considered trade as an E,mmﬁow activity.
"L SRt neglect of time limits, ete. % philosophy of the Indonesians made it easy for the Chinese to ﬁawwrn
important place in the Indonesian economic world. They became the
yoin of products as well as the distributors and nozmnno.um for the mﬁowmww
Juiler. They also filled the role of distributor for n.rm importer. an..E :
4 ago this business was practically entirely in Chinese hands. But in M e
lon years great changes have taken place. More .Qum Sou.m the In nM
Wil is reserving certain parts of commercial service for himself an
iy out the Chinese from them. This is also true in the case om. mmmobmn*n%
Wiy, As a typical example I mention the fact that the batik indus Ty

about 24,000 steady workery, They maintained o reqular output of apj
mately 1,000,000 quilders per month, while production of the exira quag
needed to fill the requirements of {he peak months was given out to the |
ing families, in other words 1o the cotlage industry. This system has be
general and is called the abon fSystem. It is a remarkable and prag
industrial form, especially since the tonsumption peaks follow the ha
months. Less hands are needed then in agriculture and the farming po

come into being in other branches of industry.

Cottage industry is entirely in the hands of Indonesians. Small-scq
dustry is also mainly in their hands, although in the cities there has be
strong infiltration of Chinese small-scale workers especially noticeah
new production. In 1930 there were about 94,000 Chinese among the 2,20
industrial workers or 4.79%. In recent years after the finishing plants

generally the laborers. This penetration aroused a great deql of resis
among the Indonesian political leaders. In the People’s Council (Volks
there were repeated demands for regulations to control this Penetration
lar to those torbidding the sale of farmlends to non-Indonesians. How

¥

every reason to believe that the pPenetration was actually not very s _ il up nearly all the textile raw materials EH.OENW. the Owuum“mw“ﬂwww
There were a number of small looms bought by Chinese from Indone 1+ llowever, when the batik centrals ﬁmww oH@EwEmQ. the In .
From 1935 to 1940, however, some thousands of small, modern wediiijors, buying large quantities i Ogn.ﬁmm m:& oy Mﬂwﬂ”mﬂ#
establishments came into existence owned and operated by Indonesiculls(ly with the importers, often for prices specified W” &mqwunwoﬁwmwamn%zm

The result was that many small factories were run by men unable to #81 by a sort of first Hmmc.w& AR HﬁMm Fm@% EQHMW Mmaomnmoum to
age them well. When the government took measures to regulate thig pn &5 the coat of the final product and prove

. . , i business.
rapid growth and the expansion decreased many of the weaker propr % 1 clear understanding of modern skl Ly
I iwmember that a few years ago one of the directors of the Indon

6. In 1930 there were 500 modern hand looms and 40 mechanical looma in operation in th
taale and moechanized textile industry. In 1941 these numbered 49,000 cnd 0,000 respectively,

20

£ Al {8 o ale (] ancentrale Waokjak a, Bolo, and Pekalongan,
it 850%, of the whole batile indu iy s coneentrated in I Jokjalkarta, Sol b il lea [+
i all%
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batik central in Solo" told me that the last Chinese batik establis
which were nearly always auxiliary to the main business of being
men, had decided to close down. It s
buy larger quantities of native auxiliary material such as charcog
peanut oil from these former busineas
for the local distribution of batik. “You see,’
have worked in our line for dozens of years; formerly they gave cred
help in difficult times to many of our men who had small businesses.|
sure, sometimes they also competed unfairly with us, but still, to a g
extent they belong on our side. Now that we have grown strong throug
cooperation, and they have not been able to keep their business go
competition with us, we feel obliged to support them in their trade.”
a broader connection—a connection which the intelligent director of th
central nnmmamﬂoomlﬂﬁ.pb expression of the modernized sambatan id
is typical that the capitalistically minded buyer of small weaving fag
considers he has fully carried out his obligations by the payment

agreed sum of money, while this Indonesian director feels it as an 0
tion, when any action on his part causes changes in the life of the

'

munity, to take the consequences upon himself, or to mitigate them. Al

I will certainly not say that every Indonesian intellectual is as imbueg
the spirit of the sambatan obligation as this director was, it is fact th

Whenever great profits are made in a European business, the Hnﬁnmw
comparatively generous shares of it,

or stockholders, and in general the workers are but modestl

because of the sambatan. Wages, as well as the size and kind of gif
the contractor to his workers af the time of the annual celebrations, wed
etc., rise and fall much more elastically in general, according to Indo
business conditions. Since the Indonesian considers this system to b
just, there are seldom difficulties with the workers in Indonesian

The extent of small-scale industry con best be measured by the n
of persons employed.
secondary industry, there are about 2,500,000 in small-scale indust
whom about 2,400,000 are Indonesians. The other workers are mostly
nese. Among the 2,400,000 Indonesian workers, according to an esl
made in 1939 from o very incomplete test count, there are about 8l

8. This entirely Indonesian central consisted in 1941 of 269 batile estallinhiments wiioh had
bined turnover of about 10,000,000 guilders per year,
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noteworthy that he had prom: {

rivals and to give them prefe
he said to me, “these

wion workers. The majority of these worked F. manﬁwrwﬂwm mM”mmuﬁW“M
._: the home of the owner of the business, .9. built .oM : Hm" MEH.HH o 4
d rather general investigation made _.ﬂ me..q = icate S

__. Am.x, of the total number of workers lived in ﬁzn“mmm. Nmm” .HQH érm
-_.“ is a group called bakul-workers, ?.o_waw:ﬂ QUoE. MMH\M ﬂ“ HH M« H.MHM hHm ﬁo
| {heir products either wholly or principally to mi . o_.,_.n g
, work in hand operated factories with less than * ﬁruwnwi,éoﬂwﬂm.
named concerns often also buy up the Humo&ﬁn*m_o o
jsgards the types of production, the F:.oép.na Emvumw %w

wus of 1930 and from the general investigation o 4

Table VII e
-SCALE INDUS
F WORKERS IN SMALL-SC.
PERCENTAGE O g . ﬁﬂwﬁwwm
Production Workers
il of Industry = .
......... 21.5
clothing, 18ather ... = & = o
u timber, bamboo, etc. . 1
und table luxuries ......... 4 5 +
5 3 .
work ‘ . ,
6 6
s 100 100 100

BIEIL  ......ocociiinonnsminiomdnrpussanirss shsasasivinsnsinn

i rners,
Only the factory workers can be ooumamumm.am. nnﬂ.ﬁusnwmﬁﬂﬂ.wmwwoﬁmum
Wls ol the other workers may be considered principa % o
uz_s business, both with respect to the qunm. of produc gy
: iti ufactured. Both among the middlemen nﬁ. d 5
B mhnﬂm operated plants there are Javanese and Chinese HonBW
u:w.oﬁ - MH.mH @nnﬁwﬁnmmmn in outlook. Unfortunately data QUoc.M ﬁuum
:__Wunow“wﬁmmww the number of _onmwwmwummm conducted and owned by
. i inese are not available. .
._...“ ..mMMM&MMM%HM MWMHMH; called bakul, more wuom.ﬁ- than QM%BMHNM
i ...r has repeatedly taken advantage of Em. o%ﬂoﬁﬁ.ﬁm“ﬂ H”@M it
lynesian producer. Such cases arouse mmﬁ.oc.m. &Emnswmpo _MEHHQSE.E i
. .:s_;;& circles. The most extreme complications an Hnwu Sl
s cnd in which the Indonesian workers nn.nd.m off .49.@99 nwhsw_mxmq -
smied insoluble. The following diagram, E:w#&.ﬁ@ wMonEmnmm i
us relationships, applies specifically to the situation Mmﬂqmmmanmon i
Wiio textile industry in Central Java, where a thoroug

e in 1936.
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the bakuls placed themselves between

« materials—via the cottage industry—and consumer. They knew how to
{uin a powerful position by offering advances in credit, and especially
splitting up the work. I call special attention to the latter because the
|ustrial centrals also followed this system of dividing up work, but with

The bakuls operated with the plan of keeping the
it, at

Ais may be seen from the above,

Jlle other intentions.
dent on them to increase their own earnings to the lim

\» expense of the workers. The centrals on the other hand operate in order
, maintain the quality of the work, and to improve the social-economic
Juition of the workers and of the village. In the latter system, the earnings
Lun the industry were shared as evenly as possible; in the former there
W a very uneven distribution of earnings. The previously mentioned in-
Luligation in 1936 in Central Java and cn investigation made at the same
Mo into the abuses in the furniture industry in Eastern Java, demonstrated
Al not less than 70% ond 50% respectively of the earned income-—i.e.
s went to the bakuls as pay for their management. That
were able to accomplish this, and that the popula-
must be ascribed to the social position occupied
4y the bakul in rural districts. In general they are the most advanced, they
ww the outside world—but in addition, they know every characteristic of
s village; for the building of new homes, at weddings, births and funerals,
W bakul is ready with advice and help (the latter especially in the form of
wney advances to be paid off later in delivered products), to stand by the
He can do this without too great a risk because
le that in the modern relation-

ues plus profit
June shrewd fellows
i accepted the situation,

Viikers dependent on him.
s knows the people thoroughly. It is remarkab

i of the industrial central these same good qudlities of the bakul are also
Wllized. The workers in the central always have a credit account in the
Wlshing business, against which they may draw in exceptional circum-

Binces. The setup of the management and the workers in the finishing fec-
y, who both come from the cottage and small-scale industry, guarantees

W very necessary knowledge of details concerning the personnel. I am

this form—which has developed in the last six or

Wiroughly convinced that
facilities—will

“wven years as a result of the growth of education and travel
My cn important role in the future of the industrial development of the

Hutherlands Indies.

In order to round out the picture of small-scale industry, I may add some
Jsluils concerning the working day and wages. From the data (Publication
Al of the N. E. 1. Office of Labor, 1935) gathered from 1831 to 1935 on con-
Uillons in the hand-operated cigarette industry. which was then entirely, and
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even n
that i Ma et KR, working wnder the o
g Hw%. entral Jave, 25,650 workers were em
Hm_@o in Enu.imn_zz:a Induntry; in st Java the f

: Tespectively. A workman, o ‘ o RS
average of not more than BOO o ¢

was very prevalent in other industyjey aluo,

300 small weqy; i An investigation u |
a aving establishments in the Proviously mentioned MQ@Z. ;
- eavin

ter of Madjalaj
Jalaja on Java, showed (1t although o bsenteeism was not e

uio they are cheapest; the sale is to the highest bidder. The extent of the
iniles is extremely varied. The number of workers per factory varies
iween twenty and 4000 or S000.
{he development of this type of industry also demonsirates the turn-
§ point in economic expansion between 1935 and 1939. Secondary
liry until then clways originated as servamt to agricultural industry.
normal consumer goods for the worker were at that time imported
poduced by handicraft. As soon as agriculture became mechanical,t
jopair shops came into existence. At a time when exports of agri-
lal products to other parts of the world were growing, dry-docks and
jyards became necessary. Slowly a tool industry developed, supplying
lculture, shipping and handicraft. Following this, the workers’ needs
: ; also low where the cottage industry i § i ronsumer goods grew so fast that they could no longer be supplied
SRS ol hindicraft; the volume of demands had then grown so large that it
e profitable to fill them from local mechanized production. It should
yoted that this point appears to have been reached in the Netherlands
o about 1935, Within about five years, the number of workers in
uiy industry was tripled; next to the old established ventures such as
bly-industries, ship-yards, etc., there was a large expansion of the
: Points M.n the cottage and sriollsoate il _wa. industry; EHm number o.m mwmn.ﬂmn moémﬂ.mﬁmwnm mmw.wé wMEvmmm
; g illages or small towns, in ctherl A8, the number of large weaving mills grew from 9 to 67, and abou

anﬁ Wages in the different classes of industr
rom 3 to 10 cents an hour? in the centrals
the bakul controlled business they are about hqlf

As may be seen from these rough maﬁmM :

uther factories were established.
Two forms of industrial development which were to become importcmt

lhe Netherlands Indies came into existence at this time: the overseas
Wiy and the managing agency.

The first, a factory set up as a subsidiary or built on the experience of
Wlur factories in highly indusiriclized countries, is of great importance
lulure development. The Goodyear tire factory, the Lever and van den

tends to explaj

The new f, i
W torms which have come up during the last years in these |

with more than 50 we
tkers) has expanded :
of indust i - SXpanded greatly. In 1939 :
1y which fall under this heading were ; i brg Wh's margarine and soap factories; the great paper mills, the General
the Neth g were included - P g
erlands Indies, T in the statistj : plant, the breweries, the Bata shoe factories, several large weaving

he management an

= Solip of Ve factog spinning mills are typical examples. These are in general large fac-
s, set up in the Indies with capital and management from o distant,
iily industrialized country, and to which new ideas are constomtly
Wy from the mother factory in the land of origin—ideas which embody
% 1osults of research, or which are brought by new personnel when the
iy is expanded or when there are replacements. This setup appears

industry, are i i

mmumbﬂnﬂoa OHHMMMMHQ:% ms.an&w western, capitalistic in organizatiog

i —— ] mo.QEoQH of small-scale industry, is not much i

o, Is simple; the goods produced are in the h _,
ockholders; the purchase of raw materials and ,EUMN&M._

7 .
o T MM 4“" H“.un_o&m with the real value of these wages
mwmm.‘momuwmﬁu Sooperatives .-&mw Ww%ﬂum% DY the fact that at the same ti
ere were also coo 3 oats and central merk me the fighorios, for ox ]
peratives with freight centrals ets. In the Indonesian :_,_vs_sanﬂ%_

N m , ete.

11 In the Netherlands Indies the sugar industry with its extensive mechanical refineries greatly
B the establishment of assembly industries,” When the sugar industry was reduced to half its
wo in 1932, the Government had to take steps to prevent the simullaneous collapse of thase

y Industrien,
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to be very efficient and attractive for backward countries. In these
tries real scientific and technological knowledge is expensive. People
the required education are comparatively few in number. In the
country well organized and well run research institutions are gene
available, as well as large groups of experienced engineers. The aif
has brought the world closer together; thus close contact with the n
land can be maintained. This is the best form of “white man's
provided there is no exploitation of the worker and endeavors are 1

to pass on to the Indonesicms as much experience and knowledge
possible.

CHAPTER Il
INDUSTRIAL POLICY OF THE GOVERNMENT

.uQ =

unonstrates this trend.
The other development, the monaging agency, does not impres

so favorably, especially in the form in which it has grown up in the ANCOME w.mw wmwmw

during the last five years. When factories came into existence, furni person sagaged on 48 hour

many commodities which had formerly been imported, the importe

these goods became to a certain extent superfluous. Since the imj

Table VIII (@

Occupied Same, less Billions

illions unemploye of dellars in industry wee asis
Million: 1 d dol dustr eek b

j 298
A o E 0.765 154
was generally also the wholesale dealer and thus in possession of g -~ .p.wm w.w.m ayes www wa.“
1 3 3 H . F i weann H- T
organized distribution system, it was logical that the manufacturers, E%mhﬂw ‘Building... o bes 0,952
i inni = i ce, excl. TentsS. .. |Iqm
in the beginning had enough worries, gladly turned over the sale of —_— e i Tog9 5

625
; . : e ; . ’ 285 323
articles to a middleman, i. e. in this case the former importer. Sind ; .“__am ...... 7.39 2
import business often was at the some time a department store, it

, 259 354
in many cases a very efficient plan. This cooperation, which was — s w_mm wuwm w”“m Hmmw Hmww
tainly not fundamentally unacceptable, reached a point, however, ¥ 5 ﬁﬁ%aﬂmmm bui Ea 3.10 L T i =
many industries were tempted to too rapid expansion, for which . 12.42 6.72 www 787
obtained financial facilities from the importers. These importers thy Ladd i e

acquired the exclusive rights for the furnishing of machinery B.:

345 624
materials, as well as for the sale of the products. The importer bel i Hw..wm Hw..qm w..wm www wwww
the managing agent for the factory. This arrangement has in some | s mwwn_waumwmgﬁm 9.92 W B e T
led to complete subordination of the memufacturer to the impor T 27.0 HH“_M.W wmm 1293
situation which is certainly not conducive to a healthy develop i :

industry.

1115 111 g Hw% _www
Statistics have been assembled since 1939 in the Indies for a nu hare e mﬁa " 1385 13.0 ww..w 2366 1828
Qn._. = i .
of branches of factory industry. In these branches of industry there =.uwﬂmwu3pﬁ oo 16.85 ww“ml. iy s

5,469 factories with 324,210 workers in 1940. The distribution of fad , o ' B8.0 1712 1322
to cover the whole field of commodities, and the stage of develop
already reached, are most important. But before passing on to this, I . _— 470 448 Hmmw
first survey the methods by which the very rapid industrial expansi WHoulture ... gl T 119 13.4 1127

- : 1539 2390

: mining Ru.:w Uﬁwrwuﬂﬂ. 19.95 3.9 it il

the last years has been directed and advanced. XL, TBMEBocoisimessissiisnias  rheses = P
g 0

4135 i 1262 1917

nlg Progress, page 346.
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this pattern, The increased Purchaning power from primar .
elopment possible. e
compares the totql actual incomes, eq
low. These ligures are based op n.mm,”

ward the appreciation of prosperity in terms of commodities and the

wins of acquiring such commodities.

An increased total income from agriculture cannot absorb all sorts
produced or imported commodities and consumer goods unless this
me is distributed as well as possible among the workers, thus raising

v purchasing power of the individual farmer.

. This is evident when one
in the various Years listed be

work week,
In order to attain this, the acreage under cultivation was extended
Table IX wugh migration, so that the poorest former from Java became a more
(From figures in Tebje VI erous one in the Outer Islands. Individual production was increased
. INCOME v INTERNATIONAL UniTs (Billions) iough irrigation, distribution of higher yielding seeds, and through edu-
Income primary Production 1850 1870 s 5 Wlion. By the formation of agricultural cooperatives and funds the Indo-
..W””um secondary production “.ww 2.45 6.70 m.mm slan farmer was enobled to obtain greater profits from the generally
2.3 M..MM MMMM 17.20 ller paid export crops. Furthermore, the burden of lend taxes which
. 24.10 vighed on the farmer's income, was reduced and credit facilities were

lublished for the rural population. Where onerous debt relations existed,
W Government established means of combatting chronic indebtedness.

production increq » while that fro
&t wibiteh noumuwmm twenty times. The level of QQHQEEHQHHM mmwo, lixing the commercial price of rice at a higher level, more in con-
erable margin of Profit makes gregtey ﬁuomm<m M:_._ Wity with the general index figure, a wider spread was given to the
peri

wmented farm income.
It is easy to see that resistance was often encountered from the plan-
lon (estate) owners against this state of affairs, which was being strongly
linulated by the Government in order to give the Indonesian farmer a
Wjer share in the raising of export crops and in the profits resulting
wielrom. The Government, however, won more and more followers so
Wil some time between 1935 and 1939 q majority was formed in the
Wple’s Council who backed the Government policy. After that, in spite
the difficult times, the material foundation was laid in an ever-quickening
o for the possibilities of industrial development.
The desire of the Indonesians for new and more numerous com-
iilities has been a special stimulus to industrial development. In order
sncourage this desire in wider circles, several methods have been used.
Mo of the most efficient propaganda methods in this was the organization
small and frequently varied exhibitions of all sorts of commodities
solul in rural districts. These exhibitions were often held in schoolhouses
¢ al the home of the teacher. The use of these articles was demonstrated
Iy the teacher in the schools. The children spoke at home about what
plrﬂuzmm. o of the Indo sy had seen: shoes, forks and knives, H_nmemQr#m, :Unmm and trunks,
9 the price Jbrellas, etc. The older folks went to see what “teacher” had, and learned

The rubber price f
was 0.585, 0,085 s acmEQ was 0.63, 0.175
815 3oand 0.41 gyl A 3
30 Suilders respectivaly in thegs aanis vaceaHvely pefl what comfort and pleasure these new things could procure.

for that country,

hnoow&um to the j
. € index-fiqureg j
Views, based on gn experi : e

th :
meMMwManﬁm Indies some time between 1835 and 1939
as : .
been tqken _M 2 % o nﬂ.urﬂmdﬁmm without great effort, Man
Tt order to direct thig growth and to keep it HMH o
. o on i
—— M nm“m”wmw” H“w Is stated that the H.bmcmﬁﬂmunzon, ommHMM rmﬁuo‘__
: necessity of the ; N
coupled Y e times. The j :
EHQW mxﬁ””% the Very unfavorable basis of mxn?ﬁw anMmE@ il
a propitious Mwmmmav ort commodities in 1932 gng 5%% nmﬂmww dl
nce on the pg ; ; edly
howey ! Pace of industriq] og .
nmznnmw_. as I m.woﬁmm in Chapter 7, lay in EmQH.MMbntmE. .
€ and in the wm%nwouommnnzw changed QEEMM
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|ossibilities of and conditions for establishing bremches of industry in
e Netherlands Indies. In addition to this general work assigned to the
liboratories and bureaus, they collect the information for technical and
wonomic improvements.

Industrial instruction is extremely varied and depends on the scope of the
ndustry, its structure, and the type of plant operated. It deals with the
wlection of raw materials and with the manner of using them to the best
ulvantage from the point of view of profits, of production costs, and of
e quality of the finished product. Technical guidance given by the bureau
lor technical research is chiefly solicited with regard to the type of plant
which would be most suitable. Although large scale industrial organiza-
llons sometimes require technical guidance which their own specialists
nay not be able to furnish, it is principally the medium-sized and small
plemts which are in need of such advice, especially the newer ones.

The export industry, insofar as its requirements are cared for by the
lidustrial Department, produces to a large extent raw materials for foreign
Besearch studiedl Wdustry. .H.rm. .mqmu-owcwomso Hmaﬁnms.pmﬁm of foreign Wbmc.mﬁq ﬂonmmmﬁn.ﬂm
various industrie 3 (onstant Eomﬁonzﬁm of the processing om raw materials from ﬁrm.HumHmm
gamization nobmmﬂ,.,",.. [ comply with varying standards of quality and assortment, and in con-

unction with special characteristics of the material. Extensive research is
tuiried en in connection with new applications, and to counteract the
uie of substitutes to replace their products. The lowering of production
tsts by adopting cheaper methods, by speeding up the process, etc. was
roving knowledge of A z_; only essential to increase the profits of industries, but to keep them

v of Ind yoing.

Industry working for domestic consumption was obliged to exert itself
| the utmost in order to compete in price and quality with imported
jioducts which came mosily from old, and thus very advanced, industrial
vountries. In this struggle, the instruction service with its section for
swonomic-technological research and its laboratories, was at the disposal
ul the industrial plants, and technical aid was given wherever necessary.

Industriqg] Instruction, issueq reqular repor

Taw materials and by-products, ey
the expediency of support in
exemption of import duties on
other than rqw matericlg
eroment tenders, by @znmnw_:
holding in the larger indy

SO .;Hm Q:MHHOHHH CCHMHOHH Q.HQ”H.nmﬁm HmnHOH:HHHmHHQQﬁHO

duties,
quotas, etc. and prescribed the period within

of the mangai ;
ging functions ; ;
- In new factories were to be allotted to _,....

market prices of impor
. d the government concen
certain  cases, for instance by H..._
certain capital goods and Eﬂmwmnﬂ d
E.\ Preferentiq] treatment in allottin ] (
mm.E@ industrial credits, by mo<m§§m§@
stries requiring sizable capital. This m...,.

It algo advise

t with the Section of
or Scientific Industrig]
onomic aspects of the
the industries, This or

government-founded orgen f =y il

P.m technological gqnd the ec
findings were Passed on to
four branches: (a) laborator

he branches and divisions of the Dey

ment OM mn i M.u
OHHQHB.HQ bHMQhHmh Q”HHQ.. CCHHQHH H—mnummmgH _mo..n OﬁHHmH Q.o :
’ ....‘..

ment services,

The ]
e QWMHQSQ for testing materigls makes stugi . i A special office—part of the Bureau for Economic Research—in charge
- on” Indonesian materials in barticular, In HmnHw .o.m E.Qmwm. ol investigating the possibilities of setting up new branches of industry
Pection of ) addition it hoyy i the Netherlands Indies, dates from 1940. Even before that time the need

mm@ﬂ%%%m”..&moﬂ ”& liid been .mmu: for a survey #.u anmﬁoﬁ.p whether it SOMNE be Qmwwm&umm
S s ooummmﬁmﬁ ep find memmeﬁ to have certain industries mmﬁqvwmmwwa in u.Wm Indies, in
i s wmﬂ 2l tonnection @:r the economic and mﬁWnEHQ..._ mu.nﬁnnmwow o% industry a8 o
I ureaty whole. Earlier there had been such investigations occasionally, carried

econof i by personnel who of necessity had to be detached temporarily from
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ols and better materials. It is remarkable in row.‘. mJoHHSMHM“M ”.WMMM

Wuchers became the welcome friends of the smal Heals . mnuwmbm

Jlen board with them, and sit Euosmw Emoﬁwmvwammﬂﬂmm moHEmﬁw &

The government services mentioned above, with offices and laboratg lout conditions as they are QM&S...H H“ ManEm VA

concentrated in Bataviq, Bandoeng and Buitenzorg, could be visited lnlructors who .u.o Bonm.aﬂﬂﬂmmﬁwvwm i e
and were within easy reach of, the larger manufacturers, However, lims of cooperatives whic

: : three
: ; ; 1 Aside from the measures mentioned in this chapter, there are
very important cottage industry, the small-scale industry and the sme _,:mmamvomhﬁmmglwmQo<m§§m2SmﬂEuoH:anm#w."

i 5] i i illi ) - 5 interest
units of the factory industry, in which several million workers eqrn First, the “fund for small industries,” which grants loans at low in

living, could derive but small profit from it ¢ tting up new production. The fund builds
In order to Overcome this difficulty, the Government instituted o les to small-scale workers for setting . n account as long as
h | pioneer indusiries, which it operates for its ow

o i, g ot i e oo A " industries still hold many risks. As soon as the difficult initial stage
Hliose i

zonommomm_n Hnwamﬂamoh En&ﬁo&ﬂb&mnonoamo instructors, and as e icatens ettt et el oy psgiors Y (6 e
of traveling vocationg] teachers. Naturally these services had acces passed, the Indon : e
ilue of the plant, to become its owners.

the findings of the taechnical scientific service, but in addig sy 1 ich is an institution giving
industrial laboratories: a textile pecond, the Mmedimindustry credit,” which-ia

. - 3 m.—hm!
| i ndation of the Section of In
Bandoeng; « tanning and leather works laboratory end « batik tes iodit to larger enterprises on .MMQWM“MU g s s ok
station at Djokjakarta, and numerous weaving schools all over the couyj Wlul Policy, in cases omm owﬁumwmmpuﬁmm e L
ln fincncial position of an oth Sbusisle s
Blodi i the enlargement of smalle
dits are also available for : . .
R ell managed and have a place in the general industrial scheme
. ilders an-
sum of 10,000,000 gui
Dutch was the medium; 26 business schools using Indonesian langug Finally, the Qoqmuﬂﬂwuﬁ has Qmmmmw mn e
and 48 with instruction in Dutch, In addition, there were schools atta lly to the budget mcﬂsm TGk %m%m “sﬂ. e
to the textile institute, the leather tanning laboratory and the cera lustries, which are considered to

their routine worl. The development of industry necessitated aqn expan

of this type of investigation, and, moreover, it proved necessary to |
the work over to specialized personnel,

on they

..Mmzwmnmromm activities of the Government were developed MH HGHMMM
wperation with the industrial leaders and interests of the Netherla
propriate becquse this institution differs from the others mentioned in
it probably is peculiar to the Indies. It is moreover of great imporfe
for industrially backwarg countries. The traveling vocationa] teachers
chosen from the best Indonesian

- i i into bein
| Thus the legislative measures for requlating production came into g

i ial enter-
lor a poll was held among the owners and managers of Emmm.ﬁw.nw %
or " $ w
lnes @Qs& a “"Council on Legislation” composed of industriali

i branch of
i i were appointed for every
in Indonesian vocational conditions. They travel with one or two assig on heard. ;FmSmoHM noﬂﬂﬁzmmw e megmmmnsm. bt e b
and good, simple tools, calling on thousands of workshops and teqe & Wilustry; they comprise mﬁowmnmmuunu@ A
i o iTEiey 0 everyone from the appre iije and small plants. They con

to the bogs, They explain the Proper use of th

Irice H——Hﬁn T @ QOQOEWHQHHHW QHH& UQHHHHQHW
11 .._.Humn::u.mﬂm OH fmure h. COmiInission OOHHmHmnMHM OM HHHQ.EmeHQ”_.

i i i dealin
1 lormed to collaborate with the advisory committees in Eq:.mﬂm Owﬁhnm
” m_ “medium indusiry credits.” There was also an Industria G
r. _H cide on whether or not the Government mrozﬁmwm_ﬂ mrnnmﬂ o
1 ec ; 4 HH
i ies. This Council was aided by a

plumote new large industries. Gl
n.._:_ of which Indonesians, Chinese, and Hollanders were mem

, ete,
teachers are not white-collar men who stand up before the class, but

men. They travel around in their overalls ang demonstrate the |
techniques themselves, showing what can be accomplished with
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The above does not give a complete picture, but it presents an oul
of the manner in which industrial development is being fostered.
cordial cooperation between Government and industrialists, between B
peans and Indonesicns, which came into being appears to be quite
important as the greater prosperity which was attained. Just as the in
trial development in Western countries gave impetus to great sg
development, so the Netherlands Indies’ industrial development nur
greater independence of the Indonesian as a means of his becoming
independent citizen. ]

Thus the Government has been greatly interested, especially du
the last decade, in the development of cottage and small-scale, as we
Western, mechanized industry. Until now these forms have been |
to exist side by side. It is already evident that cottage industry lags bel
in the progress of development. More and more, the small-scale wo
is taking over the production of cottage industry. However, as lont
farmers have so much free time as they do in the Indies, cottage indi
will continue to exist. Nevertheless, cottage industry will tend to de I
as the volume and quality of agricultural products per worker increl
How to increase these is a problem in itself, which in the intera
the social-economic balance of Indonesian society continually dem
new solutions. However, in many special fields small-scale indust
continue for many years to be a cheaper producer than the wes
organized mechanical factory. So long as there is a great differenc
tween the wages paid in the Netherlands East Indies and in Wel
countries a number of products will remain cheaper if they come
small little-mechanized factories with low overhead and an elastic ¥
scale them products which are manufactured in the large mecha
factory. Machines, ready-made in Western industrial lands, replac
ern manual labor. The relation between the productive capacity
large machine and of slightly mechanized manual labor has until
determined the form of industrial production in the Netherlands If
Thus, large and small industry will consequenily be able to continug
existence side by side in the future.

CHAPTER 1V
FACTORY INDUSTRY

Chapter II described certain conditions which have mmd‘mw.owwm HHM
honized industry, end 1 shall devote this chapter to a description o
o results obtained in the Netherlands Indies.
In what is called factory industry, monual labor has Ummu..p replaced to
greater or lesser extent by machine work. The rate at which a mnnz.uu%
I mechanized is dependent on the wages to be paid and on the vnomwﬁzd‘m
wwer of the machine. Until now it has nearly always been found in the
Notherlands Indies that paxts of the production can be m.nnmm nﬁmﬂﬁwﬁ by
Wind labor than by machines. The extent of mechanization possible is MB
(lihmetical problem in each individual case. As wages go EE. and mﬂ is
wus taking place, continued mechemization becomes .Eon .mﬁumnwmﬁ. OW-
vor, a large factory in the Indies, built along ?.pmﬁnn.us lines, &.ﬁmﬂ owm.u,
.‘___q for some years, began "de-mechanizing” certain parts, since inis
il o favorable influence on the cost price. . .
Whatever this relation between mechanized and non-mechanized in-
\iry may be, it is clear that in the Indies a rapid development of mnnﬂmw
Wlustry is toking place. The index figures in .H.QEm.m I and II mwwé s M
warly, as do the statistical data, only partially published ze”ﬁ far* w H.nw
live been assembled for 1939, covering 25 branches of industry wit
, 18 factories and 172,368 employees, and for 1940, covering 52 branches
ith 5,469 factories and 324,210 employees.
_._mmwm ﬁmﬂwn“ummm investigated all work independent of agricultural MH
iing estates. Thus, the sugar industry is not included, although t _m
Lulectioners are. Tin-smelting factories are not included, but metal-
Wiunufacturing is. The mineral oil factories are not included but the coconut
ies are, etc. ’
. .__ﬂ..HMOMMMﬂQEm figures make it possible to give a picture of the indus-
il position attained in 1941. The statistics are too recent to be used to

| “Industele in Nederlandach Indi,” Economisch Weekblad, May 1941,
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demonstrate the development described in Chapter I

However,
comparative figures for 1939 and 1940 have been assembled coveri
branches of industry, and are given in the following table:

Thus, in 1940 nearly 500 new factories were established in these
lranches alone, engaging no less than 23,000 workmen. The total number
ol mechanized factories was about 4,800 in 1935, and in 1939 had grown
b about 6,100. If the development of 1939-1940 Fﬁmoigﬂm; the on.E.
yoars for which we have reliable figures available) is takeén as a basis,

Table XI s :
] Il may be concluded that fully 55,000 workmen are assimilated yearly into
Number of : : o8 ;
Type of Industry Mﬂﬂpﬁowwmm Z&ﬁwx@hn%h wmﬂ&%mnmwou mmﬂ&wﬂ%wwo 1 _anﬁOH.w. Hﬂnm._.._.m.nn.%‘. o 1 hools
- - L . 2 i O
Degid! Dac il Dec3l Doc. o1 Chapter III explains what was being done, both in vocational sc :
4 a3 194 & . H
: o. - und by traveling teachers, to train skilled labor. It must be considere
Mnsswna .. MNN P N mmmw o Lo lhat it was also necessary to train more and more teachers, as well as
areh. v W 2 13,87 7,566 187,138 tons i 3
: . at that
Rice Mills 1040  L137 26618 28,560 1,114,825 tons i great number of surveyors. The tremendous m&;nn:oaqm Emw. g
el jpinc o lime could not be managed by the government dalone. Private initiative
and margarine ... 105 113 6788 7,107 202,530 tons i i h
5 ! ¢ 3 ches of instruction. At the same
Palm Oil ..., 31 31 5102 3950 298,290 tons liud to step in, and took over several bran e e
Soap ... 13 14 1,743 1,884 15,307 tons lime a strong movement of workers took place from small-scale .M
Rwads; . N B 4w g 1ag Industry. In each locality where a shortage of workers developed—this
billion pes. 3 5 g : 2
Rubber articles ........ 11 14 1403 3371 858 tons shortage was becoming acute in the last few years, mmwme,&;\ in the
Sawmills ... 105 103 5,183 3,857 130,032 tons lpxtile and in the shipbuilding and repair yards—local training schools
Fumiture ..o, 10 12 397 813 436 tons : i i sed
Wood barrels wore set up, where, in turn, the recruiting of teaching personnel cou
cmd Cases v 19 27 1,863 2147 2,229,000 pes. many headaches.
Other wood products.. 10 9 206 166 773 tons Table XI listed the factories which Qmuﬁmﬂumm in the census of 1939. In
PATIING iy 20D 284 14,308 15,162 16,227 tons :_AD T grew to 5,489, Q.HOﬂ.mumnm &W mb.nﬂ.n—m._nﬂmmmh the mumnﬁﬂ.ﬂm. accord-
Tanning 20 25 1,302 1,283 594,000 hides f 1940 foll 5
, was as follows:
Weaving ~ 181 200 87,342 50,168 36,618,000 meters Ing to the census at the end o
Shoes ... 12 10 1,328 2519 610,000 pairs
Public electricity ... 115 126 8407 9274  325200,000 kWh 10
LT B O 21 L702 2,497 18,700,000 pes. Table X
Gilass containers 5 6 829 1,617 3,455,000 pes. P
H 1 Number Average per
Iron castings .., : 5 5 439 392 3,118 tons m.%%momﬂwm o%ﬂ«ﬂwﬂmum% of workers Faciory
Tinplate works .......... 28 28 1,497 1,705 21,300,000 tins 1002 805 43,068 (o) 27
Steel barrels ......... 5 6 251 463 479,000 pes. 177 163 5,005 21
Agriculture 115 ) 53,547 464
machinery ... Bl 68 9,005 10,559 14,691 tons 824 254 21,850 (a) 20
Reopeir sh 61 11 6,038 82
pair shops 1 2371 240
machinery ... 213 282 13,726 17,812 1,279 1 B 7083 52
tons steel 951 59 15.842 51
Repair shops 2 1583 63
olectrical ... 10 163 606 1,69 385.7 Wining ........ B 8 50,168 (a) 210
Shipbuilding R - iy y e 24 i b =
and PG ... 12 16 4,308  7.268 4,037 i and electriC............. im0 23 12,371 102
! g A 5 o tons metal , onware, glass . o i 3710 81
Wagon building ... 23 6.9 5,895 5,537 — e 116 46,449 78
tons metal ir shops and shipbuilding.......cccoevuee s
Automobiles, repair s 59
and assembly ... 27 40 1,228 3346 38 _— . 3927 1,542 G2l
Jous gt (1) .2.2 completa, ‘.wn; avallable from certain branches. The total is therefore greater than these
193,291 —_—

RIS veeressiisbrmnmradiomsnis 3 ;58
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3,010 170,468

Piuion would indicate,
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The total value of wages in these industries is incomplete and thes
fore cannot be accurately presented. First we may note that 70% of I
factories are in Java. Also, the factories are not large—the figures coverit
the number of men employed show this. This spread of work over mai
smaller factories, which are also geographically distant from each oth
is naturally beneficial from a socio-economic viewpoint. The form
Java, a very long, narrow island, and the nature and origin of the industr
lead to this. This tendency was further strengthened by the former hi
cost of transportation by land and sea. While it is true that this cost
been lowered considerably in recent years, still as a result of v
interests in railways, and Western-organized stecmship lines, it contini
to be too high to make a concentration of industry advantageous. To gl
an idea of the difference in transport costs, the average freight H&‘_w
Java is from 3.5 to 7 Dutch cents (approximately 2 to 4 U. S. cents) |
long ton, while in the United States the average rate is about 1 U. S. @

In Table XIII, given below, are grouped the more important statisl
bearing on conditions in the industries given in the previous tables.

Table XIII

POWER AND FUEL CONSUMED IN FACTORIES LISTED IN TABLE XII
(Except 471 repair shops, for which no figures are available)

tre not known, the total for 1940 covering a large percentage of the fac-
lories employing about 148,000 workers is known, so that we can make
i rough estimate of the wages per worker. Assuming that the increase
in 1940 was the same, the average number of workers can be estimated,
ind on the basis of this, an average yearly wage' can be arrived at,
which would, perhaps, be somewhat on the low side.

Table XIV
YEARLY INCOME OF INDUSTRIAL WORKERS
o 5 Estimated o ﬁwwmmﬁwwn
o. workers 3 i T
Groups Jan. 1, 1941 QmamMMM% Hc%%mw%m.m. W..«MHMMM.
I, Preserves, starch, ricemills, foodstufts,
soft drinks, veq. oil and margarine...... 40,918 38,000 7,665 202
Il. Aleohol, ice, gas, soap, shoss.... 7.665 7.120 2,149 302
Il Rubber, woodwork ... 18,797 18,420 4,461 242
IV, Dyes,chemical, zincographic, limestone 20,108 18,690 6,524 349
V. Iron, steel, press work, repair and
other metal constructions.............cceeev... 58,283 54,600 22,734 416
TOPRE oo 148,771 136,830 43,533 ‘mH|m

In estimating the value of these wages, the purchasing power of the

25,818
55,970

T L . T e T

juilder must be taken into account. These figures cover a period of great
No. of Mechanized machines

lndustrial expemsion, so that a large number of apprentices must be

Hard Coal used (tons) 93,920 tounted among the number of workers. Their exact number is not known
Oil Used (tons)........ 200 lut it would be safe to assume that 10 to 15% were boys and girls w.o:ﬁmmu.
mmumozum (1000 quwv: meHMM z‘_n:... 15 years oF Qam.m

Mmmmﬂoﬂﬂﬂ“mwwonmwwwﬁ& .................................................................... Nm._mmm It is not known how many of these young people work in the family
N e 04,990 ticle. We have seen that in the industries studied, 24% of the workers
Lubricerting ol (1000 Re8.Y ..o mmrmssemssessspsssies 2,589 o women. Thus it is certain that the average income per family is con-

slilerably higher than that given for individual workers in the industries
wentioned in the table.

In addition to the amount of wages paid, it is of special economic
#linificance to consider what portion of the raw materials for industry
tiun be supplied by the land itself. Surveys of this have been prepared
ly the Industrial Service in the Indies. In 1940 the resulting figures for
e branches of industry covered were as follows:

Figured in k.V.A. (kilo-volt-amperes), the average motor was @
k.V.A., while the average for each factory was 64 k.V.A. About
Europecns and 18,889 Chinese were employed in the factories. There |
about 24% women among the workers, preponderately in the tohi
factories (39%) and in the textile industry (34%). The ratio between 1
aging personnel, minor supervisory personnel and laborers was 1.6%,
and 92.4% respectively. While the complete totals of wages and salaries)
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4. In 1930 in the LA A, there were 49 million gainfully employed, of whom 11 million were women,
Aot 0.7 million wers under 18 years of age,
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Table XV
COST PRICE FACTORS IN PERCENT OF GROSS VALUE, IN 1940

Heaw
Materials or
constituent
products

Gross value produced Ditto

Kind of production of production Wages in N.EI  imported Balance
PYGBOIVER wvoiisiissiveisimmmivanssssipasssisssissosnn 100 13.2 25.6 28.7 345
SOaP i 100 10.8 37.5 15.7 36
Bubber Gosflll .. 100 29.7 22.7 19.8 27.8
Sawmills .. 100 16 59 3.8 214
Printing 100 38 8.5 318 21
Steel construction and repcir... 100 23 7.5 33 36.5
Tanneries .. 100 11 51.8 3 28.5
Tile, bricks ...... 100 37 36 2 25
Biscuits ............ 100 15.6 28.8 48 13.1
Weaving ......ee... 100 20 7.7 52 20.3
Confectioneries .. 100 8.2 26.5 9.8 55.5
Margarine 100 7.4 64 5.5 23.1
Paint 100 8.5 6 62 25.5
Weighted average in N.EIL.............. 100 22 17.7 33 27.3
Average, secondary industry in

4R o bl (RN R IR LT 100 20.1 59.3 20.6

Using the average figures for Australian secondary industry for ¢
parison, it appears that the "balance” figure for the Indies is perceptf
higher than that for Australio, a country which also had to import
machinery from abroad until very recently, although its industrial dew
ment took place much sooner. The comparison shows that Netherla
Indies industry apparently has passed the difficult age, while industrial
still profit from the advantages of the early start.

In figuring the cost price components, the Industrial Service at
same time made a calculation of the direct national income derived |
various industries. By this is understood the total of incomes from ¥
and cbtained from native raw materials, insofar as these were
before the industry was established (for example: clay in the tile
brick industry; sand in the glass industry), end from the profits mad
the entrepreneur. Thus, dividends and interest are not included, no
incomes obtained from the importation of machinery and raw ma
repairs and maintencnce of equipment and buildings, etc. The actual |
national income is, therefore, certainly substantially higher.

These figures are of the greatest importance in estimating the
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of an industry in a setting like the Netherlands Indies. The Government has
always strived to obtain only such industries which logically fitted into
the economic system of the country. In this—except in a few very special
cases where defense interests were at stake—there was never any attempt
at autarky. The legal regulations even give the right to prohibit the
establishment of certain branches of industry, and to set a ceiling on
production. This control over the component parts of industry made it
possible to decide whether limitations should be placed, and if so, to
what extent, in order to achieve the greatest benefit for future develop-
ment. These data are of the greatest importence for the Office of Industrial
Policy.

From the data in tables XI and XII, it is clear that the industry of the
Indies is growing into a consumer goods industry, chiefly for domestic use.
This was natural and it is probable that this tendency will long persist.
If this development is guided along such lines that in general only those
articles are manufactured which cost less effort than the producing of
raw materials with the same trade value, then it will lead to perceptibly
(reater prosperity, while at the same time, a wide market will remcin
open for imported commodities and capital goods.? For this future develop-
ment there are many favorable natural factors.

In Java there are still 76,000 horsepower (in units of more than 2000
horsepower) of undeveloped water power available; besides this cmount
lhere are a lot of smaller sources, the total volume of which is not known.
Thus Java is not rich in this resource, but the presence of oilfields makes
il possible to use natural gas and cheap oil for power also. In addition,
toal as a source of energy can be obtained in any quantity from the
Outer Islonds.

There are other important sources of water power in the Outer
lslands. Insofar as these have been observed, one has been found of
163,000 horsepower at the Aschan River in North Sumatra; this has been

hornessed and is to be used for the aluminum industry; in Celebes, near
- Larona, there is available water power of 180,000 horsepower; near Posis,
420,000; near Tonado, 64,000; and Naen, 16,000. These sources of power,
ol which the first mentioned is near a bauxite deposit, and the latter
noar iron and nickel deposits, can and will be of great value in the future.

The development of electric power has made rapid sirides in recent

yoars. The last ten years have seen the harnessed energy doubled, and
in the last twenty yecars it has become thirty times greater. At present

3. Beo also Chupter V,
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550,000 horsepower are harnessed in gemerators of more than 25 kw
while 3,400,000 horsepower of water power in sources greater than m,
horsepower are known to be available. The future industrial developme
will be well able to use this. Water power has been expensive to harne
in Java; the large sources in the Outer Islands have been much cheap
to use. The price per k.w. hour on Java, taken from public utility figure
varies for industrial use from 2.5 to 6 Dutch cents (1.4 to 3.3. U. S. cenli
The cost price in great power plants in the outer islands is proba
between 2 and 5 Dutch cents (1 and 2.8 U. S. cenis) per k.w. hour.

111 trade unions with 72,675 members; in 1939 there were 75 with 109,547
members. Thus there was growth and concentration. In 1939 there were
18 strikes of from 1 to 12 days, involving a total of 1,628 workmen. The
motives were wage disputes or unjust treatment of one or more workmen
by the overseers.

There are other factors in the development potentialities of mechanized
industry. Thus far a typical industry of consumer goods has developed,
spread over the whole territory in comparatively small units. Many of
lhese factories use quantities of raw materials and semifinished goods
which it will certainly be possible to produce in the Indies. In general such
semi-raw materials are only advantageously handled in large quantities.
Since the export of such products is nearly always impossible, the domestic
consumption must be built up in order to undertake manufacture thereof.
The use of various producers’ goods has slowly increased to such an
oxtent that new possibilities developed. Thus the use of cotton thread for
weaving grew from 3,000 tons in 1930 to 28,000 tons in 1940;% consequently
sizable spinning mills could be built. Owing to a sharp increase in the
woap industry, the consumption of caustic soda during the same period
Increased from 4,000 tons to 18,000 tons per year.® As a consequence of
the developing mechanization and expansion of repair and construction
shops and shipyards, 50,000 tons of scrap steel became available yearly.”
The use of various chemical products has grown from about 300,000 to
400,000 tons since 1934.8

This growing consumption of various materials stimulated the estab-
lishment of many factories in the Indies; however, entrepreneurs had a
justifiable fear of taking on these factories which demcnded so much
tapital, and which, without exception, required a rather large concentra-
lion of production.

Freight rates by land and sea are high in the Indies. The hesitation
i the part of entrepreneurs was overcome when the Government itself
uctuclly began to work on the problem and a series of large factories
tould be undertaken sitmultanecusly. It was calculated that a private
nganization set up jointly by a number of factories for sea transportation
by small motor ships to bring in the raw materials and take away the
linished products would lower shipping costs to nearly 35 per cent. When

The tropical climate, especially on Java, is generally moderate, ,
by a good selection of location one can secure advantages in tempera :
and humidity. Actually, with modern air conditioning, the factor of nzﬂ,.,
has become less important, although in the Netherlends Indies it ca
always be considered as favorable. The great daily variation in humidif
which fluctuates on an average from 48% to 86% is a handicap for ma
branches of industry.

The Javanese is a good worker, although his short stature* and lif
build mcake him less suitable for heavy work. A repetitious operatil
when no great feat of strength is involved, suits him very well, and |
performance, after a short period of training, is in that case as o.oo:
that of a European workman. As the work gets heavier, his performat
rapidly declines. Thus the Javonese is an efficient worker in the tey
and cigarette industries; a workman with great possibilities in the ma@
facture of bicycle tires, but not so good for automobile tires. He is ¢
very inventive; this quality finds opportunity for expression in small-
industry.

Much was said formerly cbout the great drawback of absente
among the Indonesian workers, but this appears to have been exaggerd
although it seems probable that absenteeism is somewhat higher hert
mechanized industry than it is in similar factories in Europe. In the |
spinning mill, established in Java in 1937, absenteeism—exclusive of
ness or accidents—was only 3% in 1940. Within two years this factory
attained a productivity per worker equal to that of an average I¥
spinning mill.

In the years when industry was growing so rapidly, greater inie
in the trade union movement developed among the workers, although
movement did not advance beyond the primitive stage. In 1935 there

Hrm m%:.:.: Aw. mill in Tegal is in operation; in Semarang, Koedoes and Pasoerosan, mills are
built. Itogether, 160,000 apindles,

y with a capacity of 15,000 tons caustic soda and 15,000 tons fertilizers was in

4. The Javanese weavers' choice of Japanese looms was partly due to the fact that these |
are huilt 6 inches lower.
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rnacen and a simple rolling emd hammer mill wan bolng planned
W of sorap,

city, of about 65,000 tons war belng bullt at Tjepos,
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this was proved, five projects for fundamental indusiries were bequ
within a year.

There is still considerable difficulty in the Indies in obtaining well
trained monaging personnel. Since industrialization is still in its infaney
specialized personnel for orgamization and management is not yet aw
able locally. This personnel has to be imported or trained. For small-sc
and smaller mechanized industry a training system has been orgomni
In effect, more and more Indonesians with theoretical training are by
coming available as the University of Bandoeng trains civil, mechanice
electro-technical ond chemical engineers. But these young people lac
the experience necessary to build up and operate industrial enterpri
independently. The structure of the overseas factory has solved
problem.

CHAPTER V
CONCLUSION

What course will the development of the Netherlands Indies’ industry
luke in the future? To answer this question, it is desirable to consider

Finally, the question of whether or not raw materials are arvaildy lurther the industrial possibilities in the economic life there.

locally is of the greatest importance. There is neither cotton nor we
in the Indies. While there have been extensive experimental plantings
cotton, they have not given very encouraging results thus far. It is n
likely that large cotion plantations can be developed. The climate of Jay
is, in general, too humid; furthermore the available agricultural anoq
must be used for food crops. Cotton cultivation always requires exte
areas. Possibly, a limited opportunity for cotton planting exists on s
of the smaller islands east of Java. It will remain necessary to imyj
cotion for the textile industry.

There are many possibilities for industries using agricultural wnom
wood, fibers, rubber, tapioca, vegetable ocils, hides, sand, clay and I
stone. For the whole metal industry, which until now has been
300,000 tons of imported metal per year, even more metal in all for
will have to be imported.

Industry in the Indies in its first phase developed in two directions—
on the one hand as village commodity production, and on the other as an
udjunct to the large estates. A comparatively important small-scale in-
tlustry producing consumer goods for the local market grew out of the
village indusitry when the people’'s purchasing power from agriculture
lncreased.

In the meantime, education and travel had stimulated the desire for
more commodities, so that the Indonesian villages were a ready market
lor all sorts of new products. At the same time the Indonesian community
wos progressing; men with obility went into the factories not only as
luborers, but also as managing partners. Production centrals in many forms
und variations were taking the place of obsolete economic forms. The
Western entrepreneur, who in many cases took the initiative in production
which was comparatively difficult from a technological viewpoint, was
pussing on his knowledge and experience to the Indonesian. Consequently,
lhe Western entrepreneur always had to go on to even more difficult
processes. Thus industrial growth was speeded up.

The impulse to industrial development in this second phase came
liom the higher incomes obtained in primary production: agriculture,
iining, fishing, cattle raising, etc. This developed a typical production of
tonsumer goods, in both small and factory industry.

In primary production considerable agricultural and mining industries
hud already come into being. These, however, largely served the export
tide. The most important of them are given in the following table,
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lo save shipping space, complete processing of tin and quinine will un-
doubtedly take place locally in the future.

Furthermore, the future will probably see a further standardizing of
rubber® through a suitable factory process of preparation. The growing

Table XVI
AGRICULTURE AND MINING FACTOQRIES

Type of Industry Numbin ol SN demand for tapioca as paste and as starch has dlready made several
Sugar factories . 198 1,500,000 long tons additional processes necessary in that industry. It is .nmumunﬁx to mnw.u
Rice mills .. 1,137 1,200,000 however, in what direction these processing industries will develop. This
MMMMMQMMWWW e il WMM 120,881 will depend on the actual requirements of consuming countries for the
TR Talorlen ) 8 MM.NMN . product, and on their future requirements, brought about by further indus-
Fibre factories ......... 31 108000 lrial developments in those countries. Insofar as it is possible to foresee
Coifes hulling factories ... 89 120,000 this, there are no great potenticlities here. More may be expected from
wmwmmmmpwwﬁwozmm Hmw mewm lhe processing of various industrial by-products which are at present
Etheric oil factories .......... 100 5198 - thrown away, and of raw materials which are now being exported with-
Kapok cleaning .. 213 18,000 * out any refining. In the Indies, for instance, the bagasse from the sugar
Mﬂﬁﬂwﬂnﬂoﬁmm Sw 118,000 cubic meters Industry is still used as fuel, although this by-product is good raw material
e ks q.omm.wmm long tons lor the manufacture of wall-boards, paper and rayon. The residues and
Tin refineries ............ = 14,000 " molasses from this industry are only used to a limited extent for alcohol,
Saltponds and refineries ...... - 160,000 - but for the most part exported—not less than 200,000 tons cnnuclly. This

by-product would be good material for the manufacture of yeast and
vitamins. In the rice mills, mountains of bran are burned; in the tea fac-
lories much ordinary leaf tea and tea dust are lost; in the fibre factories
some of the material is considered worthless and is thrown away; in
kapok cleaning a great quantity of kapok hearts remain unused, etc.
The research crganizations mentioned in Chapter III are all seeking prac-
lical means of processing such by-products to good advantage.

Nevertheless, the above offer only « limited field for industrial expan-
blon; the raw materials which are exported in natural form or but slightly
processed offer greater opportunities. The principal products in this
tategory are: hides of which approximately 7,000 metric tons are ex-
jorted cmnually, resins and gums 82,000 metric tons, tanbark, 18,000
ietric tons, and bauxite, 300,000 metric tons. Plans have recently been
tompleted for the manufacture of aluminum from bauxite. Meaking hides
Into leather, also for export, was growing steadily, and can undoubtedly
bo expanded still further. At the same time the extraction of tannin from
barks will be considered; this production will become greater each year
owing to intelligent reforestation. A technological process was worked
out for refining resins and gums, by which a standard product could be

In addition to the factory production mentioned in the above tah
there is an important production of similar goods among the fa
themselves, both in cottage and small-scale industry. For instance, besid
the factory sugar production, there is o production of native sugar,
from cane and from some species of palm. There is an extensive ta
production for home use, as well as an equally extensive producti
vegetable oils, especially coconut oil, for home use,

Aside from rice mills, coconut oil factories—which are included
vegetable oil factories,—sawmills, saltponds and refineries, the agricultu

and mining industries in Table XVI are essentially servants to the e
trade.

The products which often undergo an intensive technological proc
ing in the Indies could, in many cases, be processed even further so |
there will undoubtedly be an expansion of the finishing E&.ﬁ:ﬁ,,
general, this type of industry will remain limited to the standardization
products, unless further processing offers definite economic advantaq
Besides the export of about 14,000 tons of tin, approximately 25,000 mel
tons of tin ore are exported; in addition to 200,000 kilograms of quinll
fpproximately 7,000,000 kilograms of cinchona-bark are exported, In o

50

1. For example, rubber technology may develop projects whereby latex, the Heul i ol rubbaer,
will play a gieater role, and from this we ctin oxpect other processingn in the Netheilands Tndies,
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und would not materialize until the purchasing power of the masses could
pormit it.

Cattle raising in the Indies does not offer a basis for important indus-
iilal expansion. The native cattle are principally draft animals, and
insuitable for dairy products. Pastures were unknown. Fertilizing the rice
liolds is done by irrigation, not by manure, and therefore it was not
jucessary to keep livestock as in Europecn agricultural countries, like
llolland and Denmark. With the importation of dairy caitle an attempt
was made to meet the comparatively small demands for milk, butter and
\leese. At first an endeavor was made to cross these animals with British
ludian cattle, but the results were disappointing. Better results were ob-
liined with Dutch and Australian cattle, principally in the mountains. It
| clear, however, that with a total of about 130 heads of cattle per 1,000
\bitants, nearly all for slaughtering or for draft purposes in agricul-
lire_horses are not used in agriculture—and with less than four milch
Jows,? per 10,000 inhabitants, there is hardly a basis for industrial develop-
Went. Since land given over to grain produces six to seven times as

Better, even great, possibilities exist in the clearing of forests and Jiuch food energy as the equivalent land used for dairy cows, the dense
manufacure of wood products. In the field of turpentine and resin dil & pulation of Java made cattle raising for dairy purposes practically
ing, and of wood pulp, paper and synthetic silk, the natural resources lpossible.
the Indies offer many opportunities. The reasons why these opportuni There are not many minerals. Oil production is about 3% of the world
have not been utilized heretofore are principally the excessive co _E the coal yield, about 2,000,000 tens a year, will burn, but cannot
transport and also the extremely voried types of wood in the for s made into coke. Tin and bauxite are important, but only the latter ore
Through reforestation work over scores of years, however, new condif Win support an industry of consumer goods. For the time being, tin will
have bewn created; transportation costs have also been lowered, sa live to remain on export article since the quality of the available iron
in the neqr future industrial expansion in this field will be possible. 10 and coal makes it impossible to set up blast furnaces with rolling mills
which would be necessary for a tin plate industry. The primary wealth
il the Indies lies in the extensive and good agricultural lands and in the
10,000,000 people whom we have learned to know as excellent workers.
Jocause of these factors it was possible to secure enough food for them,
il to develop an extensive production of agricultural raw materials, in
nsequence of which the Indies became important in world trade.

It is quite remarkable that agricultural export products are nearly
Wl obtained from plants brought to the Indies, from other parts of the
urld. Rubber, coffee, tobacco, tapioca, quinine—these are immigrants from
uth America and Africa. The tea bush came from China and British
lia, and oil palm from Africa, etc. With perseverance and industry
one cultures have been developed and improved. The ecarnings from

offered oy the market, and a pilot plant was being built. But, here age
all these processing industries will only make possible a limited indl
trial expmsion. f

It is possible that nickel production from the rather extensive am_,_
fields in Celebes may form a worthy trio with tin emd cluminum §
duction. But since the consuming territory is elsewhere, the further j
cessing of nickel will probably take place elsewhere. While anti
molybdeium, mercury, tantalum, columbium, titanite, bismuth, magnes
dolomite and other ores also occur in the Indies, so far as is known, il
are not found in rich deposits or in important quantities. Good clay, w.
has been sought for years for the pottery industry, has not been found,

The hdies do not possess good quality iron and coal necessary
developing heavy indusiry with accompanying machine industry ¢
extensive shipbuilding. The iron ore found is poor so that refining is d
cult. The available coal is soft and poor-burning. In this respect also
industrial possibilities of the Indies are limited.

The fishing industry also offers a few, though very limited, indus
possibilites. The seas round and between the islands of the archipel
are in general not rich in fish, and the kinds which are caught da
justify oy hope that a great canning industry, like the American ol
Japanese, could be organized. (The fish production for 1940 was @
300,000 ions of fresh fish.) The fish-salting and other preserving fac
for domestic consumption could be slightly enlarged. _

Fruit canning olso offers only a limited possibility of expansie
the provision industry. The fruits grown in the Indies are generally
different quality, apt to deteriorate more rapidly than those grov
temperate zones, so that the canning business, at least for the pr
offers but small chance for expansion. There is quite a large potentid

in the field of soft drinks, but this would be only for domestic congumj
4 Two thids of e mileh cows come from Australia or from Holland,
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these sources have yielded rich profits for the entrepreneurs,® but all
as a consequence thereof it was possible to build excellent highways, ¢
extensive system of railways and irrigation works, and to make educall
and health services available. And not only is capital formed by tha
activities to further expand the work of the entrepreneur, but also in C
ments are being made by and for the Indonesian population. Here fol
dations were laid for a further and more rapid progress of prosperity.
In the meontime, the Indonesian people have grown mature for l
intensive cooperation in the future building up of prosperity. One of {
means of reaching this will undoubtedly be industrial production of ¢
sumer goods organized on a wide scale. This production will certal
not be for the local market only. The position of the Netherlands Indi
with its 70,000,000 workers and consumers, and therefore with the posuil
ity of a large domestic market, certainly facilitates the finding of mark
in British Indic, in Thailand, Indo-China, Mdlaya, etc. A number of arllf
were already being sold to those countries.
In many places this study has shown that agricultural productios
the starting point for prosperity in the Indonesian community. For a ful
development, the great wealth of fertile land, including the still u
ploited territories in the Quter Islands, the favorable climatic conditls
the situation of the archipelago on many sea lanes, and the fact
among the 70,000,000 consumers some 62% are agricultural workers, 1
continue to be the basis of any government desirous of stimulating
perity. “
The farmer's purchasing power must first be increased, otherwise
volume of consumption would remain too small. In Chapter II are des ot
various measures of domestic policy which were applied and which
to show marked results in the years between 1935 and 1939. The
results of these measures were good in spite of the increasingly unli
able rate of exchange during the last ten years between our raw ma {1
and the imported commeodities, which counteracted this developi
The index figures in Table I show this clearly. Tables covering a lo
period would demonstrate it even more clecrly. In 1913 an Indont
rubber plemter could get a sewing machine in exchange for 40 pount
rubber; in 1939 he had to give 240 pounds.* A tin of imported aal
could be obtained by the Indonesian farmer for two pounds of cop

3. When we examine the sums paid out of the 'Indies from 1935 to 1939 we see that an ¥
of 158,000,000 guilders in dividends and interest left the country, or about 4.5% of the capilal _»,.
by outsiders in the Indies. .

4. In 1932 he had to pay 520 pounds of rubber for the same machine, At this low point, inter
cooperation somewhat improved this impossible situation,

54

1913, but in 1939 it cost him six pounds. In 1913 en Indonesion gum
tollector could obtain a bolt of imported cotton goods for seven pounds of
(ums, but the same goods cost him no less than 20 pounds of gums in 1939.

Should the rate of exchange become more and more unfavorable for
lands producing raw materials, the only solution would be for them to
iltempt to be self-sufficient in the sphere of capital goods cnd commodities.
That way, the increase in prosperity will inevitably advance ten times
more slowly than when raw materials can be produced in gbundance and
nchanged for commodities at a fair rate with the industrial countries
which need them. Naturally, these commodities must be other than the
ones which the raw material countries will be able to manufacture them-
telves. Complicated products, and those difficult io make, such as motors,
luctory installations, automobiles, airplenes, sewing machines, radios,
watches, etc., will be the ones which can be imported in ever-increasing
(juomtities: it will then be possible for structural steel, cables, tinplate,
bicycles, hinges and locks, many classes of household articles, etc. to
onter these londs in o wide stream. Cotton, Preserves, dairy products,
llyes and paints, etc., can then be bought by the 70 million consumers of
Ihe Netherlands Indies.

The situation will mean a rapid growth of prosperity for raw material
tountries, and thus for the Indies. At the same time, if it is attained gen-
wally, it will stimulate world trade and might become the means of
litigating unemployment in the essentially industrial countries, and of
aintaining or improving the standard of living in the laiter.

In one of the publications of the Brookings Institution® the question is
iked, with reference to the United States: “What would be the result

JMlpon consumer demand if, by some means, poverty could be completely
Wliminated, and if there were very moderate increases of income among
* lhe families in the middle classes?” A similar question can be asked with

ioference to the Netherlands Indies: How will the Netherlands Indies
dovelop further economically?

The following table gives, very roughly, the Indonesian income and dis-
lirsements, as estimated from data ot my disposal:

b Amerloa’s Capaity o Consume, 4th edition, p. 117,

55




Although this development will have a different course in the Nether-
lands Indies, particularly since natural circumstances there are not so
lavorable as they were in the U. S. A., an increase in consumption and

Table XVII

INCOME AND DISBURSEMENT OF INCOME IN ls40
(in millions of guilders) (see note 3, page 54)

ek Food  Fuplome  Cloth  Ofher production were it to take place in half the tempo of the economic growth
in millions’ nceme [e1e] urnishings ; ities - - -
& Hipe s oo i of the U. S. A. between 1870 and 1900, would influerice the figures given
raising, fisheries ... 14 (a) 1,800 990 220 84 163 ~ In Fable XVII as follows:
2. Secondary
production, mining 3.4 (a) 650 257 98 49 87
FHONEH micinne: BB 900 315 142 7 120 Table XX
INCOME AND DISBURSEMENT OF INCOME IN MILLIONS OF GUILDERS
22 3,350 1,562 480 06 370 (Theoretical Situation, twenty years hence)
la) Probably 8.4, 2.7 and 2.8 millien families, respectively. Workers Home Other
in Millions Income Food Furnishings Clothing Commodities Balance
The mx_mb". of imports into the Indies and of the quoss production Rricultire, eté, .. 17.8 2.770 1,400 360 160 330 520
of the domestic commodity industry may be estimated us follows: liocondary industry 6.4 1,385 530 220 126 208 301
(thers 9.4 1,660 830 263 152 250 365
BOLGIE (s, 3316 5,815 2,560 843 438 788 1,186

Table XVII
(In Millions of Guilders)

In the above I arbitrarily pre-supposed that the following adjustments
in disbursements of incomes would have taken place:

Home
Food Furnishings Clothing Co;

Imported 80 40 130
Manufactured 250 390 80
Table XXI
; : DISBURSEMENTS OF INCOME
In order to make possible the production and corsumption as (Percentages)
in the tables, the sum of approximately 10 billion guilders, including. Home Other
mercial capital, had to be invested in the Indies. 19057 650 1940 1s60 1940 1865 1940 1980 1edo ‘180" 1940 1860

-
Agriculture ... 100 100 55 50 12.2 13 4.7 5.8 9 12 19.1 18.8
Mucondary industry 100 100 39,5 38 15 15.8 7.5 8.1 13.4 15 246 22
ihers 100 100 35 38 15.8 15.8 9.1 a1l 134 15 26.7 22

From 1870 to 1900 incomes in the United States incressed as follo

Table XIX
GROWTH OF NATIONAL INCOME IN U.S.A.

In this very modest tempo of development, we obtain figures from

anvmms ....vwﬁo%mum Income in I}
1870 1800 —— which possible imports can be calculated. It may be figured that 750 to

Agriculture 6.90 10.7 178 1,000 million guilders’ worth of articles could be imported per year, assum-
Manufacturing 2.72 7.6 175 g that the Indies would limit itself exclusively to the manufacture of
St =80 B 3.19 uiticles for domestic use. In addition, since the Indies would to a large
o e e e e A s 12.42 27.0 6.72 “wilent have to import the capital necessary for the expansion of production

und consumption, not less than an estimated 1,500 million guilders would
liuve to be invested, of which between 700 and 1,000 million guilders would
o for the importation of machinery. =5

Such an investment would certainly prove profitable if foreign coun-
liles would be willing to pay reasonable prices for Indonesicn raw
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In these years we see a strong industrial development. The ni
employed in secondary industry grew much more rapidly than the nu
of farmers.

6, Taken and adapted from the figures in Clerk'n The Condition of Economic Progross.
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materials and products. The internal situation would then become rell
tively prosperous, and much more could be done for public hedlth, defen
and education than formerly. Not 40%, but 100% of the youth would 1
be educated; hundreds of millions of guilders yearly would be availd bl
for defense.

This hypothetical setup of the future is by no means Utopicm. Shoul
anyone in the U. S, in 1870 have predicted the situation attained there |
1900, it would probably have sounded quite as fantastic. The Netherlan
Indies have become ready during the last ten years for development
an even faster tempo than the one which I illustrated as a possibility. Ev
year during these years new agricultural centers were being o@-”m
in the Outer Islands; modern industry was developing much faster thai
thought possible, thanks to directed economy and to the absence of )
mercial imperialism. With much trouble and difficulty, o life of its oW
young and strong, has developed in the Indonesicn world. In a short 1
this Indonesian life has taken over various functions, some of them in |
duction. Already 50% of the rubber, 70% of the tapioca, 50% of the co
and many other export products are handled not by the European estd
but by the Indonesian farmer.

In secondary industry about 25% of the managing positions in
factories are already occupied by Indonesicms. The overseer groups Il
consist of about 75% Indonesicns. More and more the European immig)
is seeing his place taken by the intellectual Indonesicn, Thus the bal
laid for many possibilities which did not formerly exist. The European
be spurred to greater effort, to greater science and to greater enterp

oxample, almost certain that natural rubber will be largely replaced by the
nynthetic product in industrial countries. A tin substitute is being sought
us well as a palm oil substitute for use in the tin plate industry. :

The war has caused the cultivation in South end Central America of
mony Netherlands Indies plants producing raw materials. Through all these
&Qwomm. many of the present exports from the Indies will disappear. This
will undoubtedly be a heavy blow for prosperity, but the Dutch entrepreneur
und the Indonesion population have dealt with similar situations before. The
synthetic dyestuff industry killed the flourishing indigo production mwwzpm.
lic resins drove 70% of Indies’ natural gums from the world Enuwmﬁm. The
__ﬁam.nmo in sugar production elsewhere made it necessary to stop 50% of
lava's very efficient sugar industry.

All these blows have been sustained. At the same time the Dutch storted
tubber production, palm oil production and sisal production, which through
tooperation with the Indonesian population, expanded to new and mBﬁMH-
lomt mowhomm of income. The dangers mentioned here can be overcome in
fome similar way; they will be overcome: the Indonesion people, cooperat-
,:6 with and stimulated by Western experience and science will undoubted-
ly rapidly regain their place in the world when the land shall again be
liee. Industrial development will play an important role in this.

In this study I have endeavored to give an idea of the industrial situa-
lion, Qm.: has developed in the Netherlands Indies thus far. Before outlining
h”m EQMH points of the program for the extensive policy’ which should be

owed, we must consi i ializati
e anHMMM\ .EBE. attempts to industrialization made since

1t he is incapable of greater effort, then his services as leader bae
superfluous. Developments have shown that he is fully aware of this
gation. Until as recently as 1930 no ships could be built in the Indies I
then 500 to 600 tons; in 1840 docks and ways were built for ships of Il
tons. In 1930 the largest piece of steel which could be cast in the Indien
of 1,500 kilograms; in 1940 pieces of 7,500 kilograms could be preiy
this whole development, the experience, science and organizing tall
the Western entrepreneur continually stimulated more difficult typs
production. After a stabilization of technique has taken place, the Indon
more and more rapidly takes over all or part of this production.
memner, through this cooperation between East and West, the wealth of
Indies was acquired in the past. Thus Dutch entrepreneurs earned a ji
in Indonesian economic life.

In the future there will be the same white man's job to be done, I

About 1901, it was stressed in the Netherlands Parliament that prosperit

the Indies could only be increased if a secondary industry could _UM
.,-qm.HOtm&. This theory was accepted, and technical experts started their
H:_&mm. Moany of them submitted reports, which appeared to be widel

livergent regarding the potentialities and the policy to be followed mosw..
m.H. there was one unanimous opinion, i.e. that small-scale mnmzm.nﬁ i

i Emw the Indonesian could do good work, could offer no com mﬁw. .
Jjainst the greater mechanized industry, where, in the opinion of BQM HMd.
lidonesion worker would not be at his best. g
) These confused theories resulted, after many arquments back and forth

I Governor General Idenburg's appointing a commission in 1916 to amﬁav:m_.“
lictories, eallad the Commission for Factory Industry. In the opening speech
s statesmon doclared that while there was no unanimity of oﬁm:_ms as
ngards the posaibilities, it had been proved that Western organized E&ou-
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ies could manufacture certain commodities more cheaply than they coli

be imported—therefore, let us see that these faciories are established |
soon as possible. This was more or less the order received by the
mission from the Governor General.

The Commission set to work—it analyzed the manufacture of exis
import articles, made suggestions, of which a few proved practicable, @
was finally dissolved by Governor General D. Fock.

A paper factory established with Government aid, besides a railie
carriage factory which was closed down within a short time, cand me
projects on paper, was the industrial result of the extensive work perforn
by the factory commission. Nevertheless, a basis was laid for future devali
ment.

Technical experts were brought in to study the projects; industrial ¢
sultants were appointed to make surveys and to give instruction. A pion
enterprise in the textile line was set up but failed; however, the techu
personnel which consequently became available formed the basis of
Textile Institute at Bandoeng, which later proved so useful. From a siml
pioneer enterprise in the line of ceramics, the Ceramics Laboratory et
into being. There were other such examples.

It is my personal conviction that in these years when there undoub
existed a strong and sincere desire to industrialize the Netherlands Indi
order to increase the prosperity of the Indonesians, comparatively |
was achieved only because all attempts were based on transplan
Western organizing methods to an Indonesian society not prepared for
Too little attention was paid to the basic social structure and the econg
conditions in the Netherlands Indies. The setting up of factories such a
Commission had in mind, could only mean the establishment and maun:
ment of production by Westerners. In that manner the native populi
could not really participate in further development.

Meanwhile, new views were born, which all emphasized the point !
activity on the part of the population iiself, even if on o small sc
first, should be considered as more important than the establishment lo
of foreign enterprises. Means to this end were considered: expansion
more expansion of elementary education; increase of production and @
quently of the purchasing power of the individual farmer; a rice pul
absorption of farmers into small-scale industry which could be operatei
and for the Indonesian; development of such small-scale industry by I
freight and power rates, by extensive instruction and, where necessary
support through financial grants and commercial policy.
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Carrying through these general measures would, according to this view
which had also been adopted by the Government—develop the possibility
of important migrations of workers from primary to small-scale secondary
industry. This development would bring possibilities for Indonesian leader-
ship; this, in turn, would encourage the spontaneous establishment of lerger
enterprises which, not being artificially created, would grow in a sound and
strong memnner, while balanced relations could be maintained between local
production and local consumption, between export production and imports
rom other countries.

The Government has strived resolutely during the past ten years to
realize the program briefly outlined above. The previous pages set forth as
objectively as possible all that has been achieved. The results obtained
demonstrate that the policy followed in these ten years has been efficacious.
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