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Economic Policy Post-IMF Program

Introduction

1. Over the last two years the Indonesian economy

has made good progress. Indicators of recovery
can be seen. By the end of 2003 the inflation rate
is estimated to be under 6 percent, the exchange
rate stable around Rp 8,500 per USS, the 3 month
Bank Indonesia Certificate (SBI) interest rate at or
below 9 percent, national foreign exchange
reserves in excess of US$ 34 billion, and the
government debt to GDP ratio approximately 67
percent.

. Economic growth 1is beginning to increase
supported by consumption and recently by export
and investment activities. However, current
economic growth is not sufficient to meet
employment creation needs, raising income or
reducing poverty. The most important priority in
2004 and after is to reach an economic growth rate
that supports the aspirations of the people within a
sustainable macroeconomic framework.

3. With this economic situation as background, the

Government has decided to conclude its program
with the IMF at the end of 2003. In 2004 and
beyond the Government will not receive funds
from the IMF nor have access to debt rescheduling
through the facilities of the Paris Club. The
Government has prepared a time frame for an
economic recovery program and will be
responsible for monitoring its outcome. The role of
the IMF will be to provide advice on the
implementation of our economic policy. According
to the IMF Article IV, which applys to all
members, the Government will take part in annual
consultations. The government will also take part
in Post-Program Monitoring a program for
countries which have recently finished economic
recovery programs with the IMF. The
responsibility for economic policy will now rest
entirely in the hands of the Government.

. As part of the process of ending the economic

program with the IMF the Government has
prepared an economic policy package for 2003 and
2004 with the following objectives:



a. Sustain and build on the macroeconomic
stability that has been achieved,

b. Continue restructuring and reforming the
financial sector;

c. Increase investment, exports and
employment.

5. These three key priorities are detailed in the
action plan matrices attached. Together with the
RAPBN 2004 submitted to Parliament, these
action plans reflect the government program to
safeguard the transition post-IMF, so that
economic recovery can continue in 2004 and
beyond.



