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Introductisn

A rather striking fact about tzchuology in our country is that
it has not revolutionized cur economie, - social and politicel orders,
if not the -economie, social and political ways of thinking prevailing
amoizg those members of our soclety who are supposed to be its
intelligpntsia. Their =tatements and =attitudes not only show
that they are unaware of how technological progress is going to
change our world but also that they do ot knmow and do not even
bother to consider how they would I'ke it to change our world.
And when technological progress takes on the= appearance of a
threat they gquickly <rump up ugbsolete twentieth-century
*”revo]utioﬁary” slogans like “meo-capitalism” and/or “neo-
imper:alism” merely to cover up their own failure to carry out
their mission as the aducated group of society.

This article intends to demonstrate the dimension apd nature
of the problem that we are facing as a consequence of both
tec rological development and its application in the economic field,
and in so doing hopes to stimulate the search for the right answer.
It goeé ‘without saying that any given problem may have .more
than one possible, answer and that these answers will ea_c:ﬁ have
their specific consequences. Accordingly this article will be divided
into two parts: the first discusses the problém being. faced and the
second attenipts to offer ai answer which must, however, }Je-réga.rded
only as one among conceivable alternatives.
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I. The problem '

If technology was responsible for the change of the “industrial
economy”, which was known long before the first world war, into
a “service economy”, its rapid development after the second world
wer has turned the latter into a knowledge economy. ‘In this kind of
economy, computer and iiformation processing constitute its
distinctive industries, knowledge worker its typical employee,
regsearch institute at the industrial centres its engine of progress and
innovation — a function that used to be fulfilled exclusively by
similar institfutes in the universities — while thz urban metropolis,
markedly different from the older industrial-commercial “city”, its
distinetive human habitat?,

In the field of exchange of goods and services, technology has
gradually converted the older “international economy” into a "world
econom},}‘" through the change that it has brought about from the
older “factors-of-production” economy to the “knowledge” economy.
As a conseguence of these changes trade among nations is no more
a2 motter of the complementary provision of goods and services
in which, as suggested generally by economic textbooks, Brifain
sends textiles to Portugal and gets Portuguese wine in return. But
oddly eﬁdugh this principle of complementarity is still taught
today at economic faculties as being “the rationale” of “the
international trade”. There seems to be too little awareness that
trade grows most vigorously, in volume as well as in value, between
nations having more or less the same level of technical civilization
and that are cohverging in their economic and industrial systems.
Thus America finds it very difficult, for instance, to trade with
the “complementary” economy of India, but very easy to trade
with the “parallel” economy of Canada2 A similar difficulty
would he encountered in the trade relations between the other
developed - countries like -Japan, Australia and the West European -
couttries on the one hand and the deveIOping' natiqns‘ of “Afriea;

1 b'f..;.l'r;'iilg' I{ﬁétd], l”Thss new era, ‘of . mnovatmn” Fort’un'e, -Februdry -
’ 1069, -p. 189. See z2lso Peter .. Drucker, The Age-of Discontinnity:
Gmd-s!-iﬂes to Our G'J’mngmg Society (New York Hanper & Row).

2 Irving Kristol, opn. cit., p. 190,

38



KNOWLEDGE ECONOMY AND WORLD ECONOMY

Asig and Latin America on the other!. This heing the situation it
should be clear that the fact that the developing nations are not
getting a proper and fair share in the benefits of international
trade is merely caused by the instability of the prices of raw
materials or the continuous prevalence of unfavorable “terms of
trade”. These two problems do exist but they are only additional
to a problem of more fundamental nature, namely, the fact that
the level of technicail civilization of the developing countries is still
too rudimentary to develop their economies as “parallel” as those of
the developed countries,

The world economy ¢id not come into being through the efforts
of men of the classical explorer-type such as Columbus, Livingstone
and Captain Cook, mor of men of the colonial officer-type like
Raffles and Daendels, or the modern industrialist-finaneier-type like
Krupp, Morgan, Rockefeller etc., but through the work of knowledge
workers, Unlike the manual workers of the 19th century and earlier,
the knowledge workers of today are not content with work that
merely produces livelihood. They have other ambitions that they
try to achieve through their intellectual activities, i.e. to he the
leaders in almost all spheres of life. They are in a position to do so
since they are all active and working in virtually all branches of
productive activities, in government (civilian as well as military),.
in the private sector (business, jourhalism, ete.) and in mass orga-
nizat'ons (political parties, popular movements, ete.). It is from
them that a "new nationalism” has emerged, which is the idea that.
a nation’s prosperity is no longer a function of a limited horizontal
factor such as the size of the terrifory of a state as used to be as-
sumed under the medieval peasant’s way of thinking, which in the past
often led to wars, but depends upon an unlimited vertical factor,’
namely, technoclogical development. One -of the consequences of
the applicat’on of this idea in the economic field is the formation -
of giant enterprises commonly known as “multinational corporations”
(MNC). The director of a MNC no longer represents the interests
of the.. c&untray he belongs to "but_ those . of the. company he works

1 Thus Prof. Kiichi Saeki -polnts out in his “p&pem tha.t vierennes.  the

- relationship of mutual interdependence between the advaneed demoeratic
industria] metions and the  developing mnations.is drastically - smaller
than 'the_qng which exists among the advanced, developed nations...:..”:
this paper entitled Sense and Nonsense of Bconomic Interdependence
was presented to the first T apanesa—hﬂdonesm Conference, held in
Jakarta, §—10 Dec., 1073,
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for, whereas these two kinds of interest are not always in harmony
with each other and sometimes are even opposed fo each other.
It is not surprising therefore that even in the developed countries
the existence of MNC’s often gives rise to political disputes?.

On the other hand, it is realized that technology can develop
rapidly and the results of its application bhe enjoyed in a more
equitable way if the knowledge workers who are its moving force
do not confine themselves to activities within their respective
national boundaries, but are also prepared to go out heyond these
borders and establish contact with their colleagues from other
countfries to hold regular and open discussions and exchanges of
views. This is how international cenferences are born, whether
they are called “managers working conferences”, “professors’
seminars”, “research experts' workshops”, *collogquivm of govern-
ments’ officials”, “scholars’ or students’ symposiums”., The names
of such meetings may differ but essentially they are all meetings
of “men of analysis”, studenis of problems of their own time,
vroblems arising from the fact that human relations are
increasing in frequency atd scope though originating from different
ways of thinking, cultural patterns and traditions. At meetings like
these all problems are discuszed openly, every proposed solution
talked over methodically and thereafter taken home by the
participants either for further consideration and reflection or for
eventual application & their respective fields of work or to be sent,
drectly or indirectly, to their respective governments. By this way
the mechanizsm and practice of d'plomacy have in fact grown
horizontally, in the sense that more and more people conform to
the requirements of the “age of technology” and engage themselves
in that branch of aectivity on their own Trespomsibility, which
previously was the exclusive domain of professional diplomats?2.

Thus if we limit our study to the economic aspect of the problem
brought about by the progress of ‘technology, we will arrive at

1 For a more elaborate analysis on MNC see J. Panglaykim, #Wastern
and Japanese multinational corporations”, a mpaper discussed at the
first Ja.panese-Indonesmn Conference, Jakarta 6-—10 Dec., 1973. Also
Judd Polk “The rise of world conpnrations” The Saturday Review;
Nov. 22, 1969, and Hamlin Robinson, “The role of multinational corpo-
rations in developing states”, lecturé -at symposium 'of -Malaysian
student leaders at Camteron Highlands, June 15—17, 1973.. -

2  For further discussion on this phenomenon sce Daoced Joesoef-?Perda-
maian adalah lanjutan dar] peperangan dengan peralatan lain”-(Peace
is a continuation of war with other means},. Aﬂahm Masatah-Masalwh
Intertafional, no. 2, February 1973.




the conclusion that what we are facing now is a rapidly growing
knowledge and world economy. This world economy is whare the
action is, and any nation that -doesn't expend any effort to get a
piece of that action or, in other words, that isolates and contains
itself it antarchy, - is suvely writing a prescription for its own
economic decadence,

II. -The possible solufion

If thus is the problem that we are facirg, the solution is not
£0 much to invite MNC’s, foreign capital and enterprizes as to permit
them to enter with the- secessary relevant preparations on our s.deé
so as {0 make sure that their presence and operations will enable
us to get a fair share in the growing international cake. Time is
however so short that it is Mot possible to wait unt!l these
preparations have heen completed hefore allowing foreign capital
and enterprises to enter. Now invitation is to he issued =and
Dreparation made simultancously. If foreign capital and enterprises
are left at present as working to the detriment of the rational
(economic) interest, this is due to nothing else Lut owr own fault:
we have ot prepared our econtomy the way we should because
we have not understood the problem well enough. Therefore swearing
at foreign capitel or staging demonstrations in front of foreign
companies or embassies does not in any way heip to solve the
proeblem. The preparatiois aimed to benefit to the utmost from
the presence of hoth foreign capital and enterprises must he mads
in an overall and simultaneous way in various ficlds ard at various
stages of the process of production.

At the macro-iational level these preparations should consist
of the creation of what Dr. Panglaykim calls “Indonesian Incor-
poration”, i.e. a pattern of close cooperation between the govern.
ment, bureaucrats, technoerats and businessmen so as to facilitate
the development of a power entity on a zatonal scale which can
serve as a countervailing power against both MNC’s and foreign
national enterprises’. The formation of such a countervailing
Ilo.wer should also be done at the same t'me in the micro-economic

1 J. Panglaykim, *Struktur domestik dalam interdependensi ekonomi
dunia” (Domestic business structure in the context of interdependency
with the world economy), . Analisa Masclah-Masalah International,
no. 12, Dec, 1973, pp. 3T—44. '

41



THE INDONESIAN QUARTERLY

sphere. This is essential in view of the Fact that ours is a Society
of atomistic business organizations, in which productive activities
are undertaken by thousands of small and medium enterprises that
are less than well organized and the relations among which, If
these ocecur at all, are personal rather than businesslike in nature.
Though these small and medium enterprises fulfill a certain function
and play a role in the growth of national business ard entrepreneur-
sh'p, it must be admitted that as a whole they cannot be made to
serve as a countervailing power against the giant foreign
corporations, Hence large-scale national participation as a means
to derive maximum advantage from the presence of foreign capital
should be done through “national iitegrated units” in the industrial,
managerial, commercial and financial fields. Apart from functioning
as a countervailing power against giant foreign companies, these
national integrated units asg big business units are also needed to
help the small and medium enterprises, especially as far as supply
of raw materials and marketing of finished produets are comcerned.

The large-scale operations carried out by these national
integrated units will consequently require large funds. One, two or
three development banks assigned to serve the hundreds or even
thousands of investment activities are not enough and therefore
will not be in a position to cope with the relatively great increase
that will occur in the needs of finance. In fact, even when these
needs are still relatively small, as is the case at present, the existing
hanks have proved themselves unable to meet the demand for
credits. It is no wonder therefore that these needs are stow largely
met by the giant foreign companies, namely, through the so-called
“company finance”, with all the obviously disadvantageous
conzsequences for the constitution of strong natiomal busitess
commuttity and ecotomy. For in that way the Indonesian partners
of the giant foreign enterprises would serve as a mere “extension”
of the foreign companies, and their position has been reduced to
‘that of “intermediary”, precisely like what happened during the
Dutch colonial.period. Therefore, hesides setting wup national
integrated units, provisions should also be made to create financing
_faecilities in the form of 2. natiomal financial eonsortium. = This
consortium may be a.private body or a-joint venture between private
:and government banks, wherein private foreign exchange banks take
‘an active part, and-which.hds: affiliation with financial consortia
of international standing with a view to attracting funds circulating
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in the international money and capital markets. In this way we will
make the maximum use of the creditworthiness that our national
finaneia] institutions as a whole actually have among international
finanecial circles. Henceforth financial institutions based abroad —
like the ones in Hongkong, Singapore, ete. — could be prohibited
from channeling funds to Indonesia, if law and order so require,

except through the mnational consortia and merchant banks based
in our territory. '

The preparations to derive maximum benefit from the
activities of foreign business should not be limited to the economic
field but must cover the social field as avell. Efforts should be
made, for instance, to multiply training opportunities for the
would-he labour force, especially for the college dropouts, so as to
help them to master clementary technieal skills and industrial arts.
Such train'mg facilities will obviously require encrmous furds. As
“Educational Foundation” should accordingly be set up whose main
funetion is to find ways to obtain these funds on a regular basis
from the large foreign companies operating in Indonesia. Hence
it is not a once-for-all contribution but grants that the foreign
companies extend to this Foundation and which are deduced from
the annual profits of their business operations in the country. That
part of profits that is earmarked for this kind of grant could, if
Tecessary, e exempted from company tax. A Foundation that
operates this way couid accelerate the "spread effects” of the
presence of foreign business in the country. The advantages of its
presence will thus be enjoyed not only by those working directly
for the foreigm companies or by the state treasury t]irough the
taxes and royalties they pay, but by a far greater number of
people in society. Furthermore, with the provision of these fraining
facilities, the princ'ple of social justice, which is one of the aims
of ‘our development efforts, will be better assured. Justice will in
this context be achieved not through the classical policy toward
more equal distribution of income but through increased utilization
in the process of development of the sources of energy possessed
by virtually every citizen, namely, human labour. Then by raising
-the technical quality of labour from “unskilled” to.at least “fairly
_skilled” level we will not only kelp to increase individual earning
capacities and by so doing,.to give more equal chance in life to
the citizens, but -aiso multiply the human capital of thiz country.
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Upon deeper reflection we will find that large-scale training
in technical know-how has also great economic significance. One
of the fundamental ohstacles to the Indonesian development efforts,
as a matter of fact, is the shortage of intermediate technical workers,
j.e. the technicians who carry ou{; the deciziotis made by the higher
echelon of the hierarchy. However, such middle-level technicians
are not produced, in any country whatever, by formal educational
institutiors, What formal schooling ean do at most. is to train
people to master tools of analysis, either mathematical or verbal.
Midlte-level technicians are formed and produced at the centres of
productive activities and business. In the developed countries there
are plenty of suech centres, whether they be factories, ship-building
yards, mining and construction mmpame;, insurance firms, banks,
or commercial houses. In the devclopmg countries like Indonesia
such industrial centreg are very scarce whilst the growth of such
centres is in turn determined to a great extent by the availability
of the middle-level technicians. In order to break this vicious c’rcle
ivhi;th works as a stranglehold on the economy, it is necessary to
step up the activities to train people in technical skills and industrial
arts and it is to finamee these activities that the establishment
of an Educational Foundation is considered relevant. In this way we
will import technology ilself into our country ard not be content only
with' importing goods that are products of technology that thrived
and was developed in cther countries. '

Conclysion

It would appear that nobody will contast the saying that no
human heirg is able to predict precisely what is golng to happen
in the future, Yet, if it is hard to predict the future, it is probably
because we are misconstruing it at present, One of the best ways
to prepare the days to come is to draw up prospective plans today
just as we antlclpated the days thre we live at present by planning
them well yesterday.

Actually we in Indonesia have duly. done this kind of methodic
ﬁrepara-tions about the future threugh a: system of five-year plans.
Social. rest.veness. and publie: furor. ogeurring here and there today
prove, however, that we have beén misreading and misinterpreting
the problems and events that have-happened.in the past it such
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a way that the planning we made yesterday in anticipation of today,
too, has been totally erronsous. Thiz kind of error should not be
repeated in our present efforts to prepare the sort of future that
we desire and to avoid the one that we don’t want to have. Into
this plan must accordingly be integrated preparations for our active
participation in the world economy because this is necessary to
save the natiotal economy from decadence. But it should be kept in
mird that the world economy does not only constitute an “oppor-
tunity”, but also, and even more so, a “challenge”. This means
that participation in it will not automatically bring to us the fair
and appropriate advantages that we hope for. To obtain these
advantages we have make systematic preparations in many spheres
of life through our planuing system.

The course suggested ahove is clearly not the only possible
solution. Ii is only one of the many conceivable alternatives to cope
with the problem and challenge being- faced, But we-can be sure
of one thing: the planning that we make today should not be
considered as correct merely on account of the inclusion of foreign
capital investments in terms of aggregates in the input-output table
while at the same t'me the preparations to avert the negative effects
of these foreign enterprises are overlooked. It would bhe more
disagtrous if our planning neglected both. Perhaps our planners
have to take seriously into account the growing need for
“reprivatizatior)” and “modernization” of our industrial and husiness
systems. Reprivatization means a process in which the government,
through the five-year development plan, defines social economie
goals, hut encourages nongovernmental institutions to achieve them.
To this end it is necessary that these institutions have clearly defined
missions so that they can structure themselves in the appropriate
faghion. This structuring will in any case be a very difficult task,
since the “knowledge workers” of today -— including those
middie-level technicians that would later be produced by the
training centres mentioned above — cannot simply be inserted into
the hierarchical =zlots of yesterday’s organization. They won’t
lolerate it and wmeed to he motivated in qguite other ways, totally
different from the traditional ones we are familiar with. Hence
the need of “modernization” of our industrial and business systems
and practices. To find the best solution to this problem it is
necessary to seek the views of sociologists, politicians as well as
political scentists, psychologists and busincssmen themselves. This
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serve to show that the task of national planning should appropriately
be a pluri- and inter-disciplinary one and not just a matter to be
handled exclusively with the aid of economic d'scipline. For even
though the economic field is given priority in the present development
effort, for whatever reason, this does not recessarily mean that
development planning is the concern of the economfsts only. More-
over economics itself is wa relatively young scientific discipline, As
such it has yet to reach that level of development at which it can
fully explain phenomena, not to speak of that level at which it can
provide solutions to the problems. And even if a certain problem
cal, on the basis of certain assumptions, be declared as being an
“economid” one, its correect solution does not merely lie in the
economic field, for in reality one field of activity or problem is
linked to another in 2 close interrelationship.

Finally it must be stated that no matter how thoroughly we
have thought about the necessary preparations for the future, active
participation in the growth of the world economy may well cause
us to run certain unexpected risks. But far from taking this as an
excuse to refrain from participation, we would rather say: if all
risks are knowable beforehand, is there still any fun in doing
anything in life on earth ?

48



