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AESTRACT KEYWORDS

This paper reviews reasons for the demination of the Indenesian  Chinese maonopaly:
soit business, from the colonial to the Mew Order em by the  Oominance: st business
Chinese who are athnic Indomesian citozens. Tha authors . argus """"f'"‘““ o
that this domination and subordination by middfemen Induces a SH e
negative impact on market segmentation. Consequently, local

farrier have limited market secess and It appears that theoe a3t

farmers are pressurised by migdiemen and the Chinese. This study

wiedd a historical method with an economic-political approadh.

Dus o the Mew Orders policy that placed the econory a5 3

‘tommander’, business opportunities were widely open to the

Thinese and even 1o forelgn Investment Durng this era there

wiere middip-scale and large-scale @iy companies, all of which

bolonged to the Chinese, Meanwhie, smallscale companies wers

nan-Chinese or native Indonesian. The Chinese dominance in the

calt peeiness was nol something new, and ironically, it has left

amost no place for locals

Introduction

Three groups play key roles in the salt industry: farmers who produce the raw mater-
ial g5 business plavers at the upstream levely entreprencurs and merchants who serve
as distributors and processors at the downstream level; and the government as the
regulator at the policymaking level. When the salt business operates Rirly, the rela-
tionships among these three parties will show a symmetric pattern pursuant to their
respective proportional positions. However, evidence indicates that during the New
Order, government regulaticns favoured the second party—salt entrepreneurs/mer-
chunts who are Chinese people (Kompas 1975% Kempus 1979), Here, Chinese people
refers to one of the nablonal ethnic greups with Indonesian atizens, Most of them
are businessmen who have dominated capital investment from the local to the
national level. Chinese businessmen’s involvement in the salt business clearly harms
salt farmers who have sold salt at lower than the predetermined price. Protests about
the explodtation of local, mon-Chinese salt farmers have highlighted (Konepas 1979,
2005} that salt farmers are always mistreated and marginalised regarding pricing.
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Although the prosperity of salt farmers is always questioned and they have almost
nd bargaining power, salt farming represents the survival strategy of these marginal-
ised producers, whe Focus on one form of economds livelibood, Thapite not meeting
their persanal life needs, they retain their livelihoods as they see no other option to
earny a bving, As Chambers and Conway (19920 explain, this survival strategy symibol-
izes conservative-conventional economic patterns, that production, employment, and
cash imcome are indicators of wellbeing in industrial preoccupations.

Chinese businessmen’s involvement in the salt business started during the colonial
era in Indonesia; in the latter 1960s. Chinese capital involverment is represented i
Law No. 1 of 1967 concerning Foreign Capital Investment (State Gazette of the
Republic of Indonesia, NMo. 1 of 1967), Law Mo 6 of 1968 concerning Domestic
Capital [nvestment (State Gazette of the Kepublic of Indonesia, No. 33 of 1968), and
in the transformation of the State Company {Persahaan Negera! PN Garam into the
Public Company {Perusafiaar Unum/Perum Garam) in 1981 and, thereafter, into the
limited hability company or Perseroan Terbafas (PT) Guram in 1931 with its manage-
ment flling under the Department of Industry under Government Begulaton No,
L2/199]. The transformation from PN Garam into Perusn Gasee and PT Garam con-
formed with the capitalist economic systemn followed by the New Order government,
which elevated economic development as the “commander’ instrocting that busines
should be privatised {khsan 2002}

PN Craram was established after the proclamation of Indonesian Independence by
nationalising the state-owned salt company of the Dutch colonial period (Jawaran
Regpie Tiandu dan Garam) under the Decision of the Minister of Finance dated 31
Chetober 1945, No. 796, operational from 1 Cctober 1945, In the colonial period, PN
Caram monopolised salt, and 2 de facto continued even after the salt monopoly was
later removed in 1957 under Emergency Law Mo, 25 of 1957 (5ate Gazette of the
Republic of Indonesia, No. 25 of 1957). Salt affected the lvelihood of a considerable
part of the population, but with the monepoly, the private sector lacked the chance
to cngage in the salt business: consequently, PN CGaram needed to transform into a
company with a stromg business vision, The capitalist economic system clearly forbids
monopaolistic practices, even if it 15 conducted by the state through a PN or a Perum
and affects the livelihoods of a considerable part of the popolation. In addition, the
transformation of PM Garam is related to the internal conditions of PN Garam. [ts
business management lacked professionalism, and could not respond to the industrial
world regarding organisation and techaology, although PN Garam had attempted to
modernise and widen the salt-making area to 6.000ha in some regions of Indonesia
in 1961. Besides, perhaps because of its status as a Perusabaan Negara [national com-
pany], PN Garam focused its mission on securing salt distribution nationally as it
might provide significant profit, instead of positioning salt as a trade commedity that
wikk integrated with other industrial sectors (RBochwulaningsih 2013)

A new condition emerged in which the issuance of povernmental repulation com-
cerntng the removal of menopely and salt retaling by PN Garam stimulated the salt
business in Indonesia to become more dynamic. This was achieved especially by peo-
ple and private sector players in the upstream sector by making raw material salt and
encouraged local entrepreneurs individually, or cooperatively by developing salt-
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processing businesses in the downstream sector. From a business perspective, the
upstream-downstream concept did not entail & strict dichotomy since business plavers
sometimes operated both upstream and downstream because of the dvnamics of the
salt business. This relates to the implementatiom of the Emergency Law of 1957 cm-
cermng the Removal of Monopaly of Salt and Folk Salt Making, which not only regu-
lated the removal of PN Garam’s monopoly, but aleo introduced a free market in the
salt industry. Articles 2 and 5 of the law allowed citizens of the Republic of Indonesia
o make folk salt if they held an official permit from an authorised efficial. Thus, folk
sill-making businesses grew more intensively, and even salt-making land was widened
in the salt production centre area, such as expanding 1,000ha of salt land in Madura
for raw material salt making {upstream), and salt-processing businesses, such as salt
briquette making {downstream) (Fitriva 2011 ) Even private sector parties, local entre-
preneurs, and the Chinese people developed raw material salt-making businesses
fupstream) by hiring sall farmers’ land. This occurred in the st production centre in
Rembang, Central Java, where, after removing the monopoly, local Chincse people,
particularly those m the Lasern Subdistrict, develaped a lease system on sall Rirmers
land. Similatly, in the salt-processing business (downstreamn), the Chinese people
developed home industry production units such as ceplok [briguette] factories, like in
Kedong Mulyo Village, =0 that in each neighbourhood association, there were four to
five salt briguette factories owned by Chinese people, and this continued to be the
case until the 19708 {Rochwulaningsih 2012). Historical evidence demonstrates that
the end of the monopoly served as a gateway for private capital to expand intensively
mto salt production and trade in Indonesa.

Under these conditions, the Chinese ethnicity officially entered the salt business in
Indonesia nationally, starting with Pl Surabaya Medan Troding Company
(Sumatraco), which was established in 196% and operated in the raw masterial salt-
processing industry (Interview with Yoni, 16 July 20200 Other compandes owned by
the Chinese ethnicity followed since the New Order government provided them with
facilities and conveniences in the salt business. Almost all Chinese people in the salt
business operated in the raw material salt-processing industry at the downstream
level The government had not formulated any regulations to encourage Indonesian
galt farmers to operate in the salt business; thus, they survived only as raw material
salt {rough salt) farmers at the upstream level. The upstream and downstream areas
of the salt business were significantly different in termis of human resources, capital,
and technology, In the upstream sector, human resource capacity, capital. and tech-
nology were limited and traditional, while in the dewnstream sector, they were pro-
fessional and modern. Here, an asymmetric relationship was simultaneously  built
among Chinese zalt businessmen, the government (the government provided business
facilities as "ease of licencing and access to capital’) and the weak, helpless salt farm-
ers. Meanwhile, the salt farmers, who had lost the patron of PN Garam as the gov-
ernment’s  representation,  werd  exploited,  mistreated,  and  unprotected
(Rochwulgningsih 2007), The salt farmers’ complaints to the government about this
matter, such as that made by the representative from KUD Kotagar of Tandes
Subdistrict, Surabaya, on 13 August 1979 received no response. During that time, the
salt price was determined in the runge of Bp 5 (Gve rupiah) per kilopramme, for
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unpackaged salt on trucks (Kempas 197%b) and the floor-price was Rp 10 {ten
rupigh)/kg at the collection points (Kempos 1978¢). Conveved through a letter, the
complaint obpectively reflected the real conditions sall farmers faced in Indonesia al
that time, but there was no response to L

The Clunese people’'s entry into the sall busmess in Indonesia was nol new. Since
the 17 century, when the Verenigde Oost-Indische Compagnie (VOC), the predeces-
sor of the Dutch colonial government, controlled the archipelago {(now Indonesia),
Chinese people had been active in the salt trade (Knsap and Nagtegaal 1991). They
were even permiited to export salt from Batavia to other countres, custome-free, if
they fulfilled the colonial governments will by designating the price of eight riyals for
each salt container load (Lombard 2005). As an export commodity, salt benefitted the
Duatch colonial government {Rochwulaningsih 2012}, and to maintain this benefit, the
Dutch colondal government established a salt monopaly policy (Tndische Staafshlod
EHE3) with a third-party implementationsdwerpachite muddelen) by the Chinese people
(de Jonge 2011). With such a position, the Chinese people played 2 pivotal role in
the salt business in Indonesia until the end of the Dutch colonial government's rule.
This study further discusses Chinese cthnic dominance in the sall business in
Indamesia and discloses its historical roots,

This article is organised [nto several sections as follows. The next section describes
the method used to analyse the problems. The section that follows examines the roots
of the Chinese salt business, which is divided into three periods: colonial, pre-MNew
Orrder, and the New Order era. The closing section provides conclusions,

Kethods

A critical history method woes employed to explore the problems explored in this
study. It offers an effective way to cxplain how and why a process of life ocourred in
the past with all its activities and dymamics, and its possible influence on current and
future scenarios. With a critical history method such as written narration. a set of
systematic rules and principles to effectively collect sources of history is conceprually,
critically assessed to synthedse findingrs, (Garraghan I1957). A critical history method
may also be understomd as a process to test and analyse past events based on authen-
g, credible, amd trusted sources of lnstory (Gottschalk 1983) The method consists of
four stages: heuristic (collecting sources of history containing data, both written and
oral), critical (evaluating the authenticity and credibility of sources). interpretative
(synthesising tested data), and historiographical (expressing the data in a paper).
Primary data were oblained by studying salt companies’ archives, such as those of
PT Garam and Chinese zalt companies. Moreover, governmenlt policy data were
obtained from the office of the Wational Archive of the Republic of Indonesia
(ANBI) sources inchuded Staatsblad van Nederlandsch-Indie, State Gazette concerningg
Salt Monopoly Bemoval Mo, 8271957, State Gazette concerning Foreign Investrment
[Penararman Modal Asing/PMA) and Domestic Investment (Pengeman Modal
Dalam Negeri/ PMDN), Dissolution of PN Garam, Formation of Perum CGaram, and
Formation of PT Garam. Additionally, primary dats were obtained from printed
media of the time, such as newspapers, Kompu: and Warta Bhaki. The study
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incorporated in-depth interviews with Chinese company owners in the salt business,
including related governmental officials

Results and discussion
Proctice of capitalist economic system

The New Order government adopled a capitalist economic system, marked by policy-
making, emphasising a free-market economic approach and capital power
(Wallerstein 197%). Here, the concept of capital became dichotomous between foreign
and local, or national and mative, and non-native (Chinese ethnic), with historical
rocts in Indonesia. In this economy Chinese ethnic groups continually cooperated
with the ruler or government {Robizon 2009). The Mew Order government's eco-
nomic policy tended to use the economic growth parameter to measure the success of
development—a departure from the economic-political practice applied by the old
order government, which tended to be socialist Economic experts, educated in the
West, particularly in the United 5tates, including Widjojo Nitisastro, cxplored the
application of macroeconomic pelicy by the New Order government. The concept of
development applied in Indonesm, with s capitalist nuance duning the New Order
povernance period became known as ‘widjojonomics’ (Bakarudin 2020).

Meanwhile, the practice of the capitalist economic system in Indonesia was, amang
other things, visible in the New Order government’s policy and ‘behaviour® when
establishing special relationships with Chinese businesspeople through business and
capital convenience. Chinese people’s business competence and ease of access to cap-
ital were probably considered by the government at that time and believed to signifi-
cantly contribute to national econamic advancement, However, what transpired was a
booming and strongy capitalist economic practice combined with the capitalist mode
of prosluction, which refers 10 the mode of production process, The mode of produc-
tiom neludes socml relatons between the parties in the production process | Rissel
1989 Maorrison 1995). The mode of production can be better undersiood by combin-
ing the forces and the relation of production. Forces of production include instru-
ments, equipment, capital {factory), and strocturing working activities oriented
toward production. This context induced a type of class characterised by emplover-
worker/labour  structure in  production  relations.  Labourers’  relationships  with
emplovers (capitalists| were merely one under which they sold their labour to pro-
duce products to be sold in an impersonal market system. Such a manner of produe-
tiom eventually uprooted human vilues and exploited labourers until they were
alienasted (Tavior 1989

Likewise, the capitalist mode of production was applied in the salt business in
Indomesia during the New Order period, the salt-processing business with productive
capital and assets {factories) was fully commercial and alwiays based on the prnciple
of profit maximisation and cost minimisation. This condition simultaneously induced
o mid-upper social class of Chinese entreprencurs operating at the downstream level
in the salt industry and raw material salt-producing farmers {who sometimes served
as small merchants at salt production centres) operating at the upstream level.
Chinese people’s salt businesses progressed and grew well, which was reflected in an
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increasing number of salt companies. In contrast, salt farmers’ cconomic fortunes
prew worse as the price of salt fell far below it production cost; it even fell below the
bage price determined by the government, This resulted in salt farmers’ general pro-
tests at wvarious salt centres. In August 1979, the government determined the floor-
price Rp 10 (ten rupiah)/kg at the collection point, but based on the implementation,
it was Hp 5 on trucks without packaging (Kompas 1979a).

The government did not determine the prices prevailing in the market. This hap-
pened because the povernment did oot always supervise market transactions; thus,
PN Garam. as the salt buver, always reduced salt prices by assessing the salt quality
as bad (Kompas 1979k 1979d). Furthermore, price cutting was sometimes imple-
mented on by cooperatives on the purchase price agreed upon between salt farmers
and PN Garam. This resulted in sall farmers not receiving the determined salt price
congistently {Kompas 1979¢).

However, the government has always atlempted to increase sall prices to improve
farmers’ prosperity. In 1980, through the Decision of Director General of Domestic
Trade No. 117 dated 3 April 1980 the government set a price for quality 1 salt at Rp
I5fkg (previously Rp 10f%g), quality 2 at Rp 12/kg (previously Bp 7ikg), and quality 3
il Rp 9kg (previously Rp 4/kg) (Koorpas 19800, with an average production cost of
50% of the price set by the government.

Furthermore, the New Order government, particularly when President Socharto
was in office, cooperated well with Chinese business players because Socharto consid-
ereid the Chinese proficient at business and expected them to be business develop-
meni proneers natwonally, which later benefitted their famihies’ and friends’ businesses
(Wanandi 2014). With such special treatment, Chinese people could build business
conglomerates supported by the government’s policics (Aspinall 2005]. However, the
consequence was dislike and even seeds of enmity among the common people for
Chingse businesspeople, particularly after the fall of the New Ornder government in
1998, which induced mass riots {Wibowo 2001), Chinese dominance in the business
world in Indonesia at that time was inseparable from the New Order government's
economic policy. Many economic and political regulations under the New Order pov-
ernment have allowed Chinese people te develop their businesses (Chua 2008). Many
Chinese conglomerates operated in various sectors ot various levels. Following this,
the wealth pap between the Chingse and local population increaseid. For example,
% ol deposits in nationsl banks were held by only several hundred Chinese con-
glomerates, while the remaining 30% of funds belonged to a higher number of small-
and mid-sized businesses (Muntholib 2011},

Mevertheless, the development of Chinese salt businesses in relation to the
Indonesian government can be divided into three periods: colonial, pre-New Order,
and New Order. Each period has its respective issues, as described in the discussion.

Roors of the Chinese salt business domingnce in Indonesio

Cofonial period: Chinese people as pachter in the salt business
Tracing the historical roots of Chinese people’s involvement in the salt business in
Indonesia reveals a century-old relationship with the government as the policymaker.
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Towards the end of the 18 century, before the fall of the YO, Chinese people
pained a monopoly on salt land leaseholds as poachier [tenants] in the pachitelsel
[wholesale svstem ], which was later remowved by Haffles when the British controlled
Indemesia; thus, the salt tenants suffered a big loss (Stibbe 1921). After the end of the
UK’s rule, the Dutch colonial govermment enacted a policy (o regulate the st busi-
ness from production through to the marketing and trading processes, thereby mak-
ing salt one of Indonesia's most important commoditics for trade with Europeans
and an Asian merchants much-fought-over commodity, A Jarge amount of salt had
been delivered [rom Juwana, Pati o0 Banten and then distributed 10 Sumatra and
other Asian regions (Roelofsz 2016}

Chinese people’s salt businesses dominated when the Dutch colonial government
mtroduced a salt monopoly policy an 25 PFebruary 1882 with the issuance of
Bepalingen tof Verzekeringvan fiet Zowt Monopelie, a regulation expressly controlling
salt production, distribution, and trade in the Dutch East Indies (Indische Staatsblad
1863). The regulation contained express sanctions for any violation, ncluding fines to
replace losses, confiscation of sl anddor warehouses and its mode of ransportation
and the imprisonment of oftenders (de Jonge 2011). The salt monopoly policy prac-
ticed by the Dutch colonial government was implemented through a third-party
mechanism {verpachie middelen), The government, at thal time, gave the entire con-
tract, which amounted to the total tax collection on the purchase and sale of salt, to
the Chinese people. They were even given a special right to manage salt businesses;
they had the right to determine the number of salt workers needed and to propose
the extent of the salt land and the number of farmers required. 1t was provided to
the regent (0 be submilted to the assigned Chinese merchanis (Balassa 19653 The
integrated salt busingss from upstream o downstream was comducted from produc-
tiom o processing, o packoging. and selling'marketing processes. Some salt factories
were buill and professionally managed with modern business management practices,
For example, salt processing and the first salt-packaging faciories were built in
Madura. The study revealed that there were several salt-packaging factories built in
Madura, such as in 1889 and the factory built in Kalianget, Sumenep, which was led
by D, van Buuren, director of Salt Packaging (sew! verpakiang). This type of develop-
ment was followed in Mangunan, Pamekasan, and Krampon, Sampang in 1903
(Wisnu et al 2018). The salt business, which integrated upstream and dewnstream
processes, constructed a social structure in which raw material salt farmers served as
worlers at the upstream level, while the downstream level (buyers), from the salt-
processing industry o marketing, was the Chinese people’s domadn.

[n certain cases, upstream and downstream were not wholly differentisted by this
dichotomyy, as Chinese people had authority in the two aress simultancously. As
Butcher (1986) stated In his study, the presence of the salt business in Bagan 5i Api-
Api stimulated the growth of related industries such as the fishing industry. This
business growth was inseparable from the role of the Chinese people who were estab-
hshed in that area and ganed the trust of and privilege from the Dutch colonil goy-
ernment. Here, a mutual relationship existed between the Dutch colonial government
and Chinese salt entreprencurs. In this context, the Dutch colomial government
pained a nominal income from providing permits and leascholds to Chinese
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entreprenenrs, while Chinese entreprencurs might perform productive activities in
galt making and related industries, which are economically quite profitsble, Under
this regulation, the Dutch eolonial government regulardy tendered the exclusive right
te buy and sell salt at or under the maximum price. Tenders were only given to
Chinese entrepreneurs who controlled salt businesses. During the colonial era, they
controlled not only market distribution, but operational production. They operated
the sall business from vpstream 1o downstream, together with other Chinese symdi-
cates, These symdicates controlled the market where salt should be sold in the whole
region of Straits Settlement, Butcher (1996) revealed that the Dutch colondal govern-
ment gained a great deal of revenue from farms rented by the Chinese. [n 1905, the
monthly rent was raised to f13.550—the government collected 162,600 from salt
farm revenue.

[n addition, the fishing industry developed by Chinese entrepreneurs in Bagan 5
Api and other places other than Java was also supported by the cheap salt delivered
from Java and Madura. The salt price in Bagan 5i Apl was almost equal to that in
lava and Madura, and even Bagan %i Api became a centre to control the salt price.
This was related to the construction of warehouses for fish processing at fishing
seltlement centres in coastal areas and relatively good salt transporation management
(Butcher 2004).

At the end of the 19th century, the Dutch government monapolised the salt supply
chain by invalving local Chinese who received a commission according to the amount
they sold {Butcher and Idick 1993). In 1882, the Dutch colonial government issued a
regulation on salt monopoly, which was stated in Gazzete van Nederlandsch-Indie: the
prohibition ol producing sall except in the following areas: (1) Java and Madura, (2)
west coast of Sumatras (3] Bengkule, Lampung, Palembang, ¢ast coast of Sumatra,
western, eastern, and southern Sulawesi; and (4] Belitung. In the following years, salt
contributed to the Dutch govermment’s revenue through commodity exparts.
Rochwulaningsih (2012) noted that the export value of slt in 1902 was B456,466,
fI2633988 in 1913, 17221346 in 1922, and R7A72378 m 1931
iRochwulaningsth 20012},

Table 1 shows that salt production decreased in the period 1931-1940, because of
the global economic depression. The situation also allowed the colonial government
to adopt strategic policies to fulfil the meed for salt theoughout the Dutch East Indies,
one of which was through an economie protection system,

Dutch East Indies fn critical situation

The 1930s was characterised by global ecomomic depression. commonly referred to as
the Great Depression. The crisis occurred at various times in countries globally, bt
most of them began in 1929 to the end of the 1930s. It was the longest. widest, and
the greatest economic crisis throughout the 20 century. [t commenced in the United
States, trigpered by the stocdemarket crash on 29 October 1929 which guickly spread
plobally, affecting wealthy ¢ountries {such a5 the United States, United Kingdom,
Holland, Canada, France, Germany, and so on) and poorer countries, including
colonised countries such as Indonesia. Personal income, tax revenue, profits, and
costs decreased. Likewise, international trade levels reduced fom hall o two-thirds,
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Table 1. National wal producton in indonesia's colonial regmes, T931-1%40 {n milliens of kgl

Yo Non-Govermmen Froduction” Gowemment Produaion Tos
193 1z a2 dad
193 3 208 23
1933 14 5 %
1934 ) B2 o
1935 1% B 02
1938 16 al 07
1937 17 59 7t
£ 16 7 £
1939 18 141 159
1540 il 384 431

*Produi®ion i not on Bahalt of The Qo mmeant,
Jource Natsd@l Fecher Brok of Indonesia 1941 with comparative date (e 1940 o eadier.

and even the price of apgricultural products fell to about 60%, while unemployment,
in the United States, for example, was 32% (Samuelson 2012).

As a colonized region, the Dutch East Indies also suffered during the Grea
Depression. This related to the economic structure of the Dutch East Indies, which
only produced raw material for export to industrial countries, ie. their @rget market
suffered from edwersity (Prince 1989). Consequently, while the Dutch East Indies'
expirt products suflered a price breakdown, mest commaodities {such as sugar, rub-
ber, tin, and copral were unsold, causing them to pile up in the warchouses. Such
economic conditions caused many companies to become bankrupt, leading to the ter-
mination of employment for many labourers. In 1929, for example, there were still
approximately 320,000 plantation labourers in East Sumatre In 1933, they were
reduced o 170,000 labourers. Most of the discharped labourers returned 1o Java,
causing the economy in [ava to worsen {Dick 1990). They expected that their families
in Java would help them {Ingleson 2015), The farmers in Java who lacked food Tater
sodd their land to boan sharks { Burger 1975).

Countries emploved various methods wo salve the problems that arose during the
economic depression. Principally, sach country responded to the economic depression
by protecting its national economic interests, despite destroying other countries’
interests. Although economic depression was a pglobal crisis, its resolution was not
based on international cooperation; it was responded 10 by excessive national eco-
nomic protection in international trade. It was also @ condition that triggered the pro-
tective fradde policy war, which suspended imternational trade (Temin 2010} In
Indonesia, this led to declining income, especially of European companics exporting
primary  products, particularly sugar—a prodoct mostly  affected by the Great
Depression { Maddison 1989),

The contraction in international trade and decreasing income also affected trad-
itional sectors, including food production and trade scctors, especially rice. This
ocowrred in one of the Southeast Asian countries, Siam, which is one of the main rice
exporters in this region. During the Great Depression, many countries that imported
rice from Siam attempted to protect their ovm products by teking meesures to reduce
rice imports from Siam. A similar phenomencn also occurred in the Dutch East
Indies. Because of the downtall of the sugar business, sugarcane planting in [ava was
shifted to rice culture for domestic consumption, as it needed food because the island
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was densely populated. The Dutch colonial government prohibited any rice imports,
excepl under official approval {Chankrajang 1930).

Interestingly, the Dutch colonial government attempted to save its colonial ¢con-
omy, particularly in traditional sectors, by raising inter-island trade. Since the primary
products produced by [ava and other shads in Indonesia were more export-oriented
in international trade, the inter-igland trade was more oriented to food trade to meet
socicty’s daily needs. Rice played an important role in inter-island trade, contributing
to saving the native people’s economy, 3ince the pre-colomial period, rice has been
one of the imporant commsdities of inter-island frade m the Indonesian ishnds and
pven in Southeast Asia. However, the need for rice also increagsed during the expan-
shon of modern sector capitalism. During World War 1, rice exports from Java to the
Oater Islands were significant. For example, in 1916, rice exported from Java to the
Outer Islands comprised 253% of the total exports (o the Outer [slands (Altes 1991).
After & slowdown in the 19205, rice exports from Java to the Cuter lslands increased
again during the Great Depression. [n 1940, the amount of rice exported from Java
to the Outer Islands was 7% of the total imports from Java, which was 11,157,000
Mitch Guiilder (Maddison 1989, 213-215) [n addition o rice, the commaodities
traded on inter-islands included soybean, coconut oil, castor oil, various types of
spices, folk crafts, textiles, sugar, cigarettes, and so on (Sulistivono 2003).

Pre-new order! persistence of Chinese peopfe’s salt businesses

Following Indonesaan independence, particularly after the independence revolutwon,
the Bexteng Programime was launched to budld national economc power, in 1950 and
ran until 1957, Since the 1950s, the nationalisation began by employing domestic
emplovecs into salt companies to reduce the dominance of foreign cmployees
(Cahyono 2014), Nationaliswtion had & relatively big impact on the structural change,
which induced a reduction in Dutch capital dominance in Indonesia’s modern econ-
omy {Cahyvaningsih 2018).

The programme was intended to change the country from a colondal to a national
ecomomic structure by growing and developing the sconomic role of local entrepre-
neurs and by reducing the econemic domination of Chinese people. in particular,
and foreign people in general (Sjahrir 19868). Various facilites were glven to native
entreprencurs by the government for them to compete with non-native and forcign
entrepreneurs, such as granting import licenses for easy-to-gell goods and restricting
the import of certain goods, However, the Beterny Prograoeme failed largely becanse
many native entreprengurs took a shortcut by “selling” various lacilities oblained to
Chinese entrepreneurs. Consequently, the Chinese people continued to dominate eco-
nomic activities in Indonesia. Therefore, im 1951, Sumitro, who found himself in
charge of this programme when he assumed the position of the Minister of Trade
and [ndustry, stopped this programme (Wie 2005). The government sutfered deficits
in 1958 i 1962 of Bp 3,6 billion in 1954 and Ep 9.7 billion in 1958 and maore than
Bp 16 billion in 1962 (van der Kroef 1971},

Dwring the implementation of the Benteny Programme in Indonesia (1950-1957),
salt, as a strategic commaodity, affecting the livelihood of & considerable part of the
population was monopolised considerably by PN Garam. This was pursuant to the
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Decision of the Minister of Finance dated 31 October 1945 Mo, 7% concerning the
salat monopoly implementation by PN Garam as a substitute o fowstan  Regie
Tiandu dan Garam of the colonial period, Under the condiion of manopoly by PN
Garam amd amidst the Now of the Berteng Programme implementation driven by the
sparit to reduce Chinese people’s economie demanation, Chinese sall businesses did
not develop, and some even ceased o operate. An interesting casze occuorred in
Lasem, Rembang Regency, Central Java, where it was found that to remain in the salt
business, some Chinese businessmen cooperated with local entreprencurs who were
owners of extensive salt land, Tocal officials and landowners, or business permits, and
land leases. With such a strategy, Chinese salt businesses in Rembang gradually
resumed dominance and often paid lower prices for raw material {rough salt). thus,
the salt price fluctuated. For example, at a timwe towards the end of the 19505, the salt
price in Rembang and surrounding areas reached 75-80 cent/kg, but in 1957, the salt
price changed to 2-8 cenb/kg (Rochwulammngsih 200325,

After removing the salt monopoly by PN Garam in 1957, which lasted untl the
end of the old order's ruling pernod in 1965, the slt sector bacame more opén, and
this allowed the Chinese people to re-engage in the salt business. Chinese bosiness
players started to hire salt land in the salt centre arens, particularly in Madura and
Java. However, Chinese people’s sall business activities were notl vel free, since even
though PN Garam's monopoly had been removed, in practice, it sill monopolised
production, distribution, and marketing processes { Warta Bhakn 1961). In addition
to developing the raw material salt-making business (upstream) by hiring salt farm-
land, Chinese people also engaged in the salt-processing industry by making salt bri-
quettes, sall blocks, and other items (Fitriya 2011; Rochwulaningsih 2002)

The st business was increasingly sluggish in the 19505 due to Bad climatic wea-
ther, which made salt production by PN Garam incapable of meeting market needs.
Some records have shown these situations. In 1952, salt production only reached
6,600 tonnes. In 1951, it was 1,283 fonnes, in 1955, it was ap]:-m:cim.atcl}' 1,543
tonnes, and in 1956, it was only 964 tonnes { Fitriya 201 1)

[n 1955, the production was recorded a1 only 46,000 tonnes, becanse of the high
rainfall throughout the year; L72]1 mmfyear in Sumbaya and 2,577 mmfyer in
Semarang, the salt preduction areas in Madura and Java (Central Bureau of Statistics
[956). The same ocourred in 1964 becanse of high rainfall, and the amount of salt
production decreased drastically, Table 2 shows national salt production in the 19508,
Meanwhile, compared to the rice price in 1957-1968, the salt price was under more
contral, although there was hyperinflation in 1963- 1966 because sall had a fixed price
as released by the military or Territorial Commander (see Table 3). This effort was to
ensure the availability of the salt supply needed by the people (Rochwulaningsih
2012, 31-32), Under such conditions, local and supra-local business actors, including
Barmers amd traders, as well a3 salt cooperatives, conducted their business under the
control of the Territorial Commander until the end of the emergency condition in
E960, as represented in Emergency Law Mo, 74 of 1957,

The salt price st by the government includes the price of salt raw material and
the price of processed salt. However, the price of salt raw material prevailing in the
market was often below that set by the government, both during the colonial era
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Table 2, Mational fal Production in Indonessa, 1950-1965 {n milllions of ko),
Year G TEIE Froaisction

L S VR A S,

193 104
1951 451
1952 313
1953 i
1954 130
14955 A
1954 Lo
1957 L4
1958 235
1839 LY
17E
45
=0
449
33
52

1280
1851
18
155
15946
1085
“long muny =aason

Soarce Central Bueau of Stati=sics 19958 Stoffsticay Pocket Book of indonesn #9058 £ 7509

Table 3. Salt and Rice Prices in Indonesia, 19571568,

Salk R
Tear Rp/brigaetie [ 5kq) Rpdper 110 liwes
1857 LU 5.8
1958 | 59.33
1954 1.19 4349
1940 .59 LHE
1481 141 tot.o4
196l 4.5 S04.87
1963 1243 61012
1948 Fik ] LR AT
1S 1953 5,H08.33
1566 175406 4781050
13487 oiE 141,95
1968 77 549,43

‘Long rﬁrrr AN
Spume Central Bumau of Stabstics 1956 ond Sim¥sfica) Aocket Aood of indonesio 1968 & 1509

iSoerabafasch Handdstdad 1933) and after. In addition; processed salt was sometimes
sold at & higher price than that set by the government (Java-bode: nieuws, handels- on
advertentietad voor Nederlandsch-Indie 19560

The vear 1969, marked the founding of the private salt-processing industry, and
PN Garam’s difficult times, caused by a shortage of raw materials and processing
machinery equipment because it had begun to deterorate and needed repair, In 1970,
PN Goram failed to compete with the salt business operated by the people in Java
iKempas 19649), This filure caused PN Garam to continue to suffer losses until it
was difficult to pay employee salarics. Some employees cven sold scrap metal doe to
lane calaries | Koneps 1970)

New order; Chinese people’s dominance in the salt business

Finally, the relationship between Chiness enfrepreneurs in the salt business and the
gowernment officially strengthened after the Mew Order regime emerged in the
Republic of Indonesia (Grabowski 2011). From the 1980s and the 1990s, privale
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Table &, Dwtail of Chinese-pwned salt-pmoassing companias,

N Hame of Company Yeur Edaiiished  locdon  EER  Ownes

1 FT Sumatraco b ) Surabaya Chingsn

] FT Wizga Gamm Cemerbing (PD Muga) 1w Circkeon Chinezp

3 FT Budkeno Madura Bangun Persada 1973 Farmekasan Thimesa

4 LD Kalian 1577 Pati Chipasa

& BT Susantl Megah Lry Srabaya Chinese

6 FT Unichem Cordi Inconesia [ Sid-nafjo Chiness

T FT Garindo 153 Lresik Chinese

8 FT Chte 54w Prima lmin 19772 Gresik Chinese

9 FT Cheetam Garam Indonesia 1558 Cilegen Feregn mvestment Australia

enterprises induced significant changes in private investment and trade regimes.
Thus, the government significantly reduced their investment (Resosudarmo and
Ithamni 2008). As mentioned above, the government prioritised the economy as “the
commander’, and thev considered Chinese people as the economic players with
human resources and capital (Pramono 20018); thus, the New Order government's
economic policy reinstated Chinese people’s lepitimacy as the main players in busi-
ness, including in the salt industry, This was proven by the progress of Chinese peo-
ple's gall businesses for example, PT Sumatrsco established a salt-processing factory
in 1969 in Surabaya and; then opened a branch in Gresik in the 1980s; tollowed by
Jakarta in the 19905 and; Clkarang and Losarang [ndramayu, West Java, In 2000
(Interview with Yoni. 16 July 2019). Besides, other salt-processing compaznies emerged
and developed, such as FT Nisja Garam Cemerlang {PD Niaga), established in 1972
in Cirebon; FT Budiono Madura Bangun Persada, inaugurated in 1975 in Pamckasan
(Interview with Ali Wafa, 14 September 2020); PT Susanti Megah, founded in 1978
in Surabayva;, FT Unichemy, foemed in 1980 in Sidoarjo; PT Gartedoe and PT Elite Star
Prima Jaya {E5F]), cstablished in 1992 in Gresik; and PT Cheetam Garam Indonesia,
launched in 1998 in Cilegon (Interview with Toni, 13 September 2020), Table 4
shows the details of these sall companies.

Exploitation of salt farmers

In contrast to the Chinese people’s bright history in the salt business in Indonesia,
salt farmers tended to be less favoured by government poelicies and even became
ohjects of exploitation by other salt business stakeholders, During the colonial period,
the Dutch colonial government amd the Chinese people who engaged in the salt busi-
ness ab that time, dominated, and the marginalised were raw material salt farmers.
Moreover, during the New Order governance period, those favoured were Chinese
busingssmen, and those less favoured and even explolted were zalt farmers. Thus,
regardless of who was in power in the salt industre, salt farmers in Indonesia were
less favoured; even marginalised and exploited {Rochwulaningsih 2012).

This exploitation was manifested n the polansstion of sall business activibies
upstream and downstream. The upstream-downstream business relatlons should have
complemented each other, but was otherwise. Chinese companies operating in the
salt-processing sector tended to drastically reduce the price of salt produced by salt
farmers. This was mainly after the stipulation of the Ministerial Decree of Industry
Mo, 77/5K/5/1995. The regulativn required that sall sold out of the salt centre must
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first be thoroughly washed. In practice, however, the salt-processing companics were
willing to wash farmers’ salt after it was sold to them (Kompas 2003),

It was this regulation that reduced the salt farmers” prices. Despite unsatisfactory
salt prices, the salt farmers continued production, although their incomes were inad-
equite to fulfil ther needs Traditional salt facmers assumed that they could stall have
a decent life considering their sustainable productivity using additional workforces
and the existence of income (Chambers and Conway 1992). Salt farmers, especially
on Madura lsland, deemed salt production their inherent culture;, They are disci-
plined, diligent workers. Moreover, they have a strong work ethic, and their trade is
influenced by dry dimatic conditions. Thig led to the Madorese local people agakan
asefin areh [eating Intermittently]. This is the Madurese people’s modesty. They are
strict, persistent and they prioritise work over income— with values that is less calou-
lating and with less sell-interast (Wail 2019).

In addition, they applied the ggrarion-fendal concept, in the salt business, which in
prictice was ot separated from patron-chent relations (Leirissa 19%5), in which salt farm-
ers had culturally inherent asvmmetne economos bonsds; thus, ot s difficult to alier, Ths
cansed salt farmers to keep producing, although they did not obtain a decent incame.

The MNew Order government's policy meant that salt farmers did not prosper, even
if evonomic activities an well, The benelits of the frickle-down gffecr did not apply 1o
salt farmers. This condition became evident with more polarised business players of
salt commaodities in wo slar]-r]].-' different segments, partly due to the gm-'nmmem'u
policy. During this era, salt farmers were segmented in the upstream section as raw
material salt producers with traditional technology; with low guantity and quality of
production and without access to the market. Meanwhile, the processing industrial
entreprenenrs in the downstream section had capital and dominated the market. In
this context, the policy. as the regulator, favoured the development of dewnstream
sectors, which emphasised processing industrialisation and was dominated by the
Chinese regarding mported salt raw material and foreign investment. Consequently,
salt as a commodity did not lead to prosperity for upstream business players—salt
Garmers— local Indonesians. Although the government had adopted a policy aimed at
improving the economic status of kcal people regarding Chinese-owned companies,
it did not have the desired result {Booth and McCawley 1988). On the contrary, the
plight of local entrepreneurs worsened in some economic respects.

Sociocultural factors contributed to the cxploitation of independent salt farmers in
that their sconomic acivities tended o foous on the Rlfilmemt of basic needs, that ix
subsisting, and were not ofented toward maximising benefits or profits. This aim meant
that, In conducting their businesses, they wended 10 avoid peoduction failure, which would
destroy their lives, instead of pursuing larpe profits by taling risks. They were local peo-
ple who lacked the courage to take risks (Scoft 1993) and paid less respect to materdal
rewards, Thas caused salt farmers (o be unable to compete with the Chinese m the st
business, In addition, they laked acces to sofficent education, technology, Joans, land
ownership, and markets [Muft 2018), Therelore, they were maore prone to explotation,

[n their social production relationship, salt farmers were clearly exploited during
the colonial era by the colonial government and salt merchants, particularly Chinese
people. In 1915, Chinese people, together with Arabs and local merchants, gave loans
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to salt farmers for the duration of the production season at a high interest rate. Yang
explained, in detail, that according to the 1930 census, there were 5,336 Chinese loan
sharks in Java and most of them {4,342 people) were folok [Tunacculturated’ or “purer’
Chinese]. Outside Java, only 347 Chinese loan sharks were registered (Yang 1998),
The loam shark profession was formed, among other reasons, for local people’s need
for loans that could not be fulfilled by banking institutions; the banking institution a
that time was the Chinese Bank and it only served its own people’s need for loans.
Thus, Chinese people lent their money individually to local people and, in return,
received a higher credit interest (Kunio 1990). The loan sharks also often functioned
as merchants, buying salt at a low price, and selling it to the colonial government af
a high price. The colonial government preferred Chinese people since they were
financially shrewd (Kuntowijoyo 2002).

Armidst the Dow of the salt business by the Chinese people, there was an rony for
PN Caram, As a company, PN Garam ought to be capable of competing with purely
private companics, but as a PN, it also has a mission to secure the availability of and
even the distribubon of salt, nationally, Moreover, in accordance with Presidential
Instruction Mo. 14 of 1974 concerning the Folk Food Menu Improvement (Posat
[Pata 2021), PN Garam was assigned health issues to solve. These related to the eradi-
cation of endemic goitre and other diseases, which could arise from iodine deficiency
Crongruan Akibar Kekuramgan  fodium [iodine defliciency  disorders] (GAKI). The
GAKI handling assignment meant that PN Garam needed to modernise management,
production, and marketing processes to improve the quality and quantity of salt pro-
duction and fulfil the need for mdustrial and consumptive salt, particularly for the
basic chemical industries, such as caustic soda and soda ash, and 0 improve [ood
nutrition, a5 mandated by the President Instraction [INPRES),

Such conditions did not stimulate PN Garam to grow and develop; indeed, its pos-
ition worsened, as reflected by some field facts, such as PN Garam failing to execute
a 1,271 ha land expamnsion in Madura to modernise the salt production process in
1975, In this case, although most of the land had been successtully obtained from
Earmers and private sector parties with violence, coercion, and pressure, 300ha could
ol B acquired and it fed o & land conflict with sall farmers, leading to PN Garam's
failure to modernize in the local =alt sector. PN Garam's filure to modernise man-
agement and production processes cansed its salt production to be low, both in terms
of quantity and quality (Ksmpas 1975).

Likewise, as the nuwmber of salt transporiation ships was limiled because of
anworthy condition. Until early 1967, there were only 15 "coaster’ vessels with capaci-
ties of G00-2,300 tonmes: thus, calculated by cost accounting, it might potentially
inflict loss {Kempas 1967). This was also an obstacle that prevented PN Garam from
fulfilling domestic and foreign market demund, For example, in 1968, there was a
demiarad for 30,08 tonnes of salt from Singapore, Japan. Taiwan, and Malavsia that
could not be met (Kompas 1968), Indonesia even imported salt during this time. The
ungcceptable conditions continued threughoul the New Order with low productivity
and quality, indicating that PN Garam was unsuccessful in its role as a PN

Meanwhile, Chinese salt businesses developed well, during the New Order, but this
development was incapable of trandorming the life conditions of salt farmers as
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Salt Price Trend in Rupich from 1978 o 1994
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Fegure 1. %alt Price Trend in Ruplah from 1978 to 1994, Source: Kompas, 1978-19%4.

producers in the upstream sector, Polarisation occurred in the salt sector between the
upstream and downstream. The upstream region remained in the salt farmers’
domain, while the downstream region was mostly contralled by Chinese entrepre-
neurs. The interesting fact was that downstream, the ﬁ:].lt-pmn:esuing industry, grew
and developed sufficiently under Chinese domimance becavse of support under the
povernment's policy. Among the domination of salt-processing industry entreprencurs
and sall impaorters, salt farmers were segmented inko the raw material salt prodoction
business and lacked aceess o technology, Gipital, and markets, Under these condi-
tions, salt farmers tended to be only labourers who were always mistreated and even
bullied through an exploitative production relationship pattern

The salt price was determined by salt-processing industry entrepreneors since they
were able to access the market. while the New Order governmen! exercised protection
over the market and tended to distegard it. Therefore, throughout the period, even if
the sall price was treading upward, i was still below the production cost. Figure |
tracks the salt price trends, at the salt farmer level that was randomly sampled from
Kompas, one of the national daily newspapers.

According to Hgure 1, the st price tends to be low, followed by the currency mate
At its highest, the salf price was approximately Rp 5/kg in 1978 and Rp 35/0g in 1994,
The price i the selling price by the sadt Rrmers. When the salt price recerved by farmers
was Rp 225/kg in 1977-1978, assuming that a farmer had 1 ha of galt land with produoct-
ivity of approximately 40 tonnes'ha/scason (Kompas 1978), the farmer would only cam
Rp 90000 per year, Uking the 1966 living cost index in Surabaya (prior to 1979, using
the 1966 mdex) was Bp 5900421 (Central Bureau of Statisties (19810 Strauss of al. 2004},
This means that the salt farmer's income was much lower than the cost of living. Thus,
bo oblain sufficient vields to Rdfil their needs for one year, & salt farmer required @ min-
i of 6.5 ha; this was almost impossible for them to own.

The government was then considered to have created conditions similar to the
colonial period, which created local people’s helplessness in the salt commodity




JOUREL OF THE ASLA FACIHC ECONORYY -:n:'l T

business, despite, Indonesia obtaining its pelitical independence. Meanwhile, com-
pared to other commodities, such as rice through Badow Urnson Logisek [the
Indonesia Logistics Bureau/ BULOG], the price 15 determined to ensure the distribu-
tion of economic prosperity and growth (Ali 1966; Timmer 1996). Moreover, during
the Mew Order governance, the sitnation was preserved through the regulation of
partnerships with Government Remilation No. 44 of 1997 and the Plasma Core
Partnership  Pattern, which practically encouraged the control of mostly Chinese
owned large corperations over small-scale businesses owned by local people.

Salt farmers always lacked pood bargaining power. They waited for their salt prod-
ucts to be bought because they lacked access to the market. At the salt farmer level,
market access was always controlled by a middleman with direct access to Chinese
entrepreneurs. Such a barpaining position meant that salt farmers were unable to dic-
tate the price of their product. This also nepatively affected the ability to improve the
quality of their sall for a higher selling price. Although there was the stale-owned
enterprise (BUMMN) PN Garam, which in 1991 changed its name to PT (aram and
dealt with salt production, it did not help local salt farmers. Moreover, it often
became the local farmers’ competitors by selling raw material salt.

Conclusion

Our historical study found that Chinese people were intensively involved in the sah
business in Indomesia since the end of the YOC's ruling period. The escalation of
Chinese people’s involvement in the salt business occurred when they acquired a
monopoly in the salt land leasehold as pachier in the pachitziels svstem during the
colonial period. The Chinese people were given vital roles by the Duich colonial goy-
ernment, inchiding as salt exporters to some Asian countries, espocially with the issu-
ance of a salt monopoly policy, in which the practice of that policy was implemented
through a third-party mechanism (verpachte puddelen). The government created an
entire contract to implement a monepely for tax collection, purchasing. and retailing
salt commodities to the Chinese. Moreover, Chinese people were given special rights
to manage their salt businesses, Thus, they could determine the number of salt work-
ers reguired and propose the necessary sive of slt land, Hence, the colonial gowern-
ment's pobey to gan maximum benefits from the st seclor made sali a
profitable commodity.

The upstream and downstream clements of the business became polarised, posi-
tioning Chinese people at the downstream level and salt farmers upstream. The gov-
ernment’s policy was, in fct, favoured development in the downstream sector, The
Chinese dominated the processing sector, raw material salt imports, and foreign trade.
Finally, the upstream business players—that is, salt farmers—did not prosper from
the commodity they produced. Instead, salt farmers even bocame the object of
exploitation in the salt busingss in Indonesia, as indicated by the salt price which is
alwavs below producton costs and the cost of living Farmers lacked acoess Lo capital,
technology, and markets. Therefore, although the New Order government made a
policy aimed at improving salt farmers” economic sctivities, it did not have any sig-
nificant resull. The resultant conditions established the potential for condlict between
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salt farmers at the upstream level, who tended to be harmed by the industry, and

Chirese entreprenears a1 the downstream level, who always benefit.
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