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JAKARTA: Indonesian President Joko Widodo
yesterday called on bureaucrats and politi-
cians to set aside their egos and work together
to revive an economy whose growth has
slumped since he took office last October. 

In a state-of-the-nation address, he took a
swipe at bickering across government agen-
cies and political parties that has hamstrung
his administration and disappointed both
investors and voters who had high hopes he
would turn the economy around. “To over-
come the issues this country is currently fac-
ing we have to work shoulder to shoulder.
We should not be divided by political or
short-term interests,” he told parliament in a
speech delivered ahead of the Southeast
Asian nation’s 70th anniversary of independ-
ence from Dutch colonial rule. “The erosion
of a culture of mutual respect and tolerance
in official institutions such as law enforce-
ment agencies, communities, media and
political parties, is causing this country to be
caught in a web of egos.”

Widodo also unveiled in a separate speech
his proposed budget for 2016, in which he
promised 5.5 percent growth, which was seen

by economists as overly optimistic. “It’s hard to
see Indonesia getting close to growth of 5.5
percent next year, given that commodity
prices are likely to remain low and monetary
policy relatively tight,” said Dan Martin at
Capital Economics. “The main hope is that the
infrastructure drive takes off, but implementa-
tion and bureaucratic problems will inevitably
stand in the way.”

Knock-on effect 
Widodo, whose government has struggled

to disburse funds for roads, ports and power
stations, pledged an 8 percent increase to
313.5 trillion rupiah ($22.74 billion) in spend-
ing in infrastructure in the hope that it would
have a knock-on effect on investment and
consumption growth. Economic growth
slipped to 4.67 percent, its slowest pace in six
years, in the second quarter amid drooping
domestic demand and sliding prices for coal
and commodities, key earners for the country.
The rupiah has dropped nearly 10 percent
against the dollar this year to trade at 17-year
lows and is Southeast Asia’s worst performer
after Malaysia’s ringgit. 

The first Indonesian president to come
from outside the military or political establish-
ment, the former furniture businessman won
last year’s election in large part because he
was seen as someone who cared for issues fac-
ing ordinary people. But after 10 months in
office, many of Widodo’s economic programs
have struggled to get off the ground.

The 54-year-old president this week hit the
reset button on his government, replacing two
key economic ministers and installing two
experienced technocrats who are expected to
improve policy coordination and dispel con-
cerns that Indonesia is taking a protectionist
turn to shield its economy. However, some
analysts doubt that Widodo is willing to
embrace radical reforms that could prove
unpopular. “Prospects for some economic
reforms do now exist to some extent with the
new cabinet ... but he’s not inclined to institu-
tional reform because he’s still not emphasiz-
ing issues such as land acquisition and civil
service reform,” said political analyst Kevin
O’Rourke. “With worsening economic condi-
tions and continued neglect of reforms, I think
the outlook remains grim.” — Reuters 
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Next year’s forecast looks optimistic 

S African nuclear power 
plan stirs fears of graft

JOHANNESBURG: Fears are growing in South Africa that agreements
to build nuclear power plants that could be the most expensive pro-
curement in the country’s history will be made behind closed doors,
without the necessary public scrutiny. Among those voicing concern,
two government sources say the Treasury is not being included in
procurement discussions, despite the massive budgetary implications
of a project that experts say may cost as much as $100 billion.

Construction on the first plant is due to start next year, break-
neck speed compared with the years of regulatory and environ-
mental checks for nuclear projects in countries such as Britain and
the United States. The Democratic Alliance, the main opposition
party, believes the pace of the deal will prevent proper analysis
before contracts are signed and huge sums of money change
hands. “The whole deal has been veiled in secrecy. We have no
details on what we’re buying, how much it’s going to cost or how
we’re going to pay for it,” shadow energy minister Gordon Mackay
told Reuters. The Department of Energy (DoE) did not respond to
requests for comment. It has said several times the procurement
process will be transparent and follow procedure.

Finance Minister Nhlanhla Nene was forced this week to deny
reports of tensions with the DoE over the plans and said the
Treasury was playing a supporting role in the procurement process.
Pretoria has already signed non-binding inter-government agree-
ments for nuclear power support from several countries including
France, China and South Korea.

South Africa’s President Jacob Zuma said this week the nuclear
plan was at an “advanced stage” and the procurement process
should be completed by March. Following meetings between Zuma
and Russian President Vladimir Putin last year, the Russian atomic
agency Rosatom said it had agreed a $10 billion contract to build
power stations. However, the DoE denied an agreement had been
reached, raising public suspicion in South Africa of backroom deal-
making - an accusation often levelled against the ruling African
National Congress under Zuma’s tenure.

“The nuclear deal is of huge concern given South Africa’s history
of endemic corruption,” said Andrew Feinstein, a former ANC law-
maker and now executive director of Corruption Watch UK.
Feinstein is the author of a book about alleged widespread graft in a
$4.8 billion arms deal during the late-1990s. “I fear that the corrup-
tion in this deal might dwarf the arms deal,” he said.

Chronic shortages, mounting debt
Africa’s most developed economy is in the midst of a chronic

electricity crisis as it scrambles to stem power shortages that are
increasing costs for industry and discouraging investment. Part of its
response is to build the new nuclear plants that would add 9,600
megawatts (MW) by 2030. Its only existing plant, which began oper-
ating in 1984, produces 1,600 MW. The country relies mostly on coal
for its 42,000 MW generating capacity.

A 2013 study by the University of Cape Town’s Energy Research
Centre found more nuclear power was not needed and would not
be cost-effective, based on an estimated installed cost of $7,000 per
kilowatt. The DoE has estimated the build would cost $4,200 per
kilowatt. Energy experts say this is optimistic and the calculations are
based on out-of-date assumptions.

Given the lack of funding details, economists worry it could pile
more debt on an economy that grew only 1.5 percent last year.
Credit agencies cut South Africa’s rating last year, citing weak
growth and rising public debt. The DoE said last month that funding
models were still being explored, with specifics due to be published
when bids were awarded. It also said the return on investment
would “far exceed” the costs. — Reuters 

JAKARTA: Indonesia’s President Joko Widodo (center) followed by Vice President Jusuf Kalla (right) leaves with mem-
bers of Parliament after delivering an address before a joint session. — AFP 

KUALA LUMPUR: Malaysia’s ringgit curren-
cy suffered one of its worst one-day declines
yesterday, falling to a fresh 17-year low in a
protracted slide blamed on concerns over
low oil prices and political uncertainty.

The ringgit has declined more than 25
percent over the past year and it weakened
another 1.74 percent to 4.0805 to the dollar
by late afternoon trading yesterday. It had
lost nearly three percent of its value earlier in
the day-its biggest drops in almost 20 years-
after oil prices tumbled to fresh six-year
lows. Malaysia is an oil exporter and there is
rising concern that slumping crude prices
will curb economic growth.

Investor sentiment in Malaysia has also
been hit by political turmoil stemming from
corruption allegations involving Prime
Minister Najib Razak, and China’s surprise
devaluation of the Yuan this week. Asia’s
worst-performing currency over the past
year, the ringgit slid through the key 4.0 bar-
rier Wednesday for the first time since 1998,
when a financial crisis rocked Asia.

That crisis resulted in Malaysia pegging
the ringgit to the dollar at a rate of 3.80. The
peg was lifted nearly seven years later, and
central bank governor Zeti Akhtar Aziz said
on Thursday that there were currently no
plans to revive it. Energy products are

Malaysia’s main source of trade revenue, and
its export income has declined steadily since
global oil prices started falling last year.

On Thursday the government
announced Southeast Asia’s third-largest
economy grew 4.9 percent in the second
quarter, down from 6.5 percent in the same
period of 2014 and its slowest rate in nearly
two years. Najib is fighting to fend off cor-
ruption suspicions related to debt-ridden
state investment firm 1Malaysia
Development Berhad (1MDB).

A series of investigative media reports
have alleged that hundreds of millions of
dollars have gone missing from deals involv-

ing 1MDB, which Najib launched six years
ago and remains close to. The Wall Street
Journal last month revealed that Malaysian
investigators had found nearly $700 million
money had been deposited into Najib’s per-
sonal bank accounts. The government has
since called them “donations” from uniden-
tified overseas sources, but no details have
been provided.  Najib, who denies wrongdo-
ing, appears to have asserted control with a
cabinet shuffling two weeks ago, but ana-
lysts and traders say the uncertainty is not
helping sentiment. Foreign investors have
pulled $3 billion out of Malaysia this year,
according to Bloomberg News. — AFP  

Malaysian ringgit hits 17-year low, oil drops


