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l967 opened with the political tUxmoil prec p a cdby 

the attempted Communist coup in late .1965.still unresolved •. 
Sukarno, though much reduced in power, was still maneuvering 
:for hegemony. 1966 had been occupied primarily with the destruc-.. 
tion of the Communist Party, the diminution of Sukarno's . ·-~ ... 
political grip, and the ·.first. steP.s toward sounder economic ·· 1

' 

policy • ~: .. :- . :: ,-· . : . ~ ;:" :' r: .:.· . , ·; .~ . : · · ... · , 
'. 

. 1967 was mark~d by the removal of Suka:r~~:···from the' scene 
early in.the year, ths consolidation. of ·the new government's_ 
power and the achievement of political stability, and the · 
turning of ~Indonesian energies full force onto the economic 
plight or the country. In the interna.tional,sphere, relations 
were restored with Indom sia• s neighbors, the last remnants 
or the confrontation era were eli..'llinated, £oreign enterprisi:?s 
were restored to their owne:rs and new .:f'oreigrt investment en­
couraged, steps were taken in a multilateral context with western 
creditors and aid donors to face up to Indonesiats economic 
problems, and a new .regional organization for mutual cooperation 
was launched. The year a1~o saw Indonesia 1 s return to inter-. 
national ~espectability marked by high-level visitors from 
.abroad, climaxing with Vice President Humphrey in November. 
Closer relations with South Korea and the Republic 0£ China 
\Vere explored while, on the other hand, relations with Peking 
rapidly deteriorated to the point where they were forma11y 
.~suspended" at the end of October .... 
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A brief outline oithe m~re signi.ficant events noted 
above .follows: 
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.. ·,. 1. The. Removal o-r· Sukarno - The .increasing dualism which 
.had existed in the Indonesian Government since 1965, and which 
had prevented the 11New Order" £rom moving :f'on11ard dynamically 
to l·aunch new program.s, was finally ended in March 1967 when 
the consultative Assembly removed SUkarno £rem the o.ffice of 
the presidcNo ..... _ - -~ -~ -- ... ,, -
:h.f c c:.tQad .. 
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As the year -9~e once large Nationalist Party £ounded by 
SUkarno, ·which remained the only major repository o:t leftist 
political expression and Sukarno wor~hip. in the _so~iety, went __ .·.~.:1 
into progressive decline, ·due both to its_own_increasing disunity 
and lack 0£ purpose, and to pressures and .. ha:aassnent by youth 

i l 

; 
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' groups• poli tica,l opponents, - and the Army. In the new climate;- -.. , .. 
however, the way was. opened_ :fox the creation of new political ·c .\ :::'·" - j 
parties which could once again en£ranchisQ' large segments o:f . ' ;.>~ 

l 
r 

the electorate who had been le.ft without a political vehicle . _,., I 
.following Sukarno's successive banning 0£ several of. the most . .. -: I 
important non-Communist political parti~s. Al.though no new party has 
x-eached the stage of formal launching, considerable groundwork · 4 

- ! I 
has been la~d this year for this positive evoiution of political I 
.forces. t l 
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3. ·· Economic Stabilization - Fully backed by -General Suharto, l 
Indonesia's ablest economists, with the assis~ce 0£ IMF advice, 

·have launched th~ country on a stringent stabilization program .. __ 
aimed at halting Indonesia's skyrocketing in.fiation. It is now 
estimated that intlation in 1967 was held to l.Qss than one-tenth 
o:f inflation in 1966, which had reached a phenomenal 800% in one 
year. FurtheX: improvement. is_ expected in 1968. . ,. .. , , 1 

-4~ - Economic Liberalization ~ Parallel with ·and related t~ 
the stabilization effort, the Indonesian Govexnm.ent in July in• 
stituted a sweeping liberalization of trade and .foreign exchange 
controls aimed at reducing bureaucracy and .freeing market .forceGo 
This :followed important steps earlier in the year which removed ... 
government subsidies .from many £ormerly protected sectors of the 
economy. These steps represent a coroplete reversal o.f Indonesia's 
foxmer anti-.forei9n and socia1is~. economic pb:f.losophy and ~~" 
mismanagement Of resource$• -.- -- _., .. ·- · _ _ · l'.' ·· 7 -: > .,:: ' · .. ~ , ...... t .. ;,; 
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, 1.. Regional Coo12~i:ation - the last vestiges'.o.:f' Indonesia's 
:former policy o.f hostile confrontation against neighboring Malaysia 
and Singapore were eliminated in 1967, and in .. August Indqnesia .. 
joined with M;:N• - • · · 

. 0 
launch the. A$1 _9~ ... .;:Nu. 1..neas"t; J\Sl.an .rtancns (ASEAN) as a ne~ 
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.. ,, · ·- -3. ~e;lations wit~ ~ooul ,a.Ad Taipei. - ·Having cut itsel£ 0££ 
for sev~ral years from any contact with South Korea or the Republic 
of China, Indonesia in 1967 sought to restore contact short of 
actual diplomatic recognition. Consular re1.ations were established 
with Korea and parliamentary visits lYGX'e e~hanged. Trade rela­
tions were restored with Taiwan and a trade delegation received • 

.• ,. f. 

. , 4. ·--H{gh-Level ·visits - Symbolic o:f Indon~sia's. ~et_urn to 
international resp~ctability from a period o~ chauvinistic posM 

·· turing on the \rorld scene were the visi to:ra who came to Indonesian 
shoxes in 1961. Chi.et among these wexe Japanese Prime Minister 
Sato in October and Vice President !A.tmphrey in November. The 
Foreign Ministers of Singapore, India, and Australia. also visited 
Djakarta to eophasize the newly cordial relations between Indonesia 
and their countries. 

s. Naval Visits - Naval visits were made by ships o:f the 
United States', Belgian, Australian and Pakistani fleets. Except v 
-for Pakistan. th~se were the .fj..rst such visits in many years. ...,..QC> E41 
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6. Eeon_oplic c.~operation ... The new government in Indonesia, ~' 
in contrast with the old, has .fully welcomed foreign priurieinvest­
ment, and in January a liberal new .foreign i:nvestment law was 
signed. Co:No 
prlzes _ the latter days o:f the Sukarno era were 
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those retUXl-2E-68-271-9ajor Goodyear_ and _-Uni:roya~ investments in 
the rubber field. - '~ , :;, -- ) >. --· , - - ., ... •- ;..,. - ,.._ -. -"' 
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': -:. 'Indonesia haS sought -the-'·adv!ee "oi!· the ·Internat:tontl ·. ·;.--r.•_· :~ • 
Monetary Fund and the International Bank in carrying out its 
economie'stabilization and-development plan,- and has also 
cooperated fully with a multilateral group o:f nations including 
the United States which has combined to :ceschedule Indonesia •·s 
burdensome debts on a non~discriminatory basis and-provide new 
assistance to enable• Indonesia to put its house in orde:r and , 
launch deve1opment of its potentially- l:'ich economy.- This multi­
lateral .framework and cooperation is fully $Uppor'ted.by the. 
Indonesian Government and in its uniqueness may offer a .fruit.ful 
model £or other we• s.- '. . : -- ,, ;. - ... ,,~ ----~ - ,, ---~-' ' -"---····"·- .: 
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:~.~:i._::.:1967 :ln Indonesia has -thus seen-the consolidation-ox the 
New Order and the -:f'i:rm launching 0£ policies Of sound 'economic ---~ 
reconstruction and international cooperation. The £uller deve• 
lopment of sound political institutions and the realization 0£ 
the results of present stringent economic measures are still to 
come. Steps ·down these roads should mark the_ -maj'or events o-:f 
1968. 'No major changes of direction ara .t'oreseen in tho- cb.ming 
year, and we anticipate that Indonesia will continue to build 
on the· solid £oundation$ which have not~ been laid. 
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