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Summary 

A study of Aust ralian aid policy and individual pro
jects in Indonesia indicated that these are subordin ate t o  
overall diploma t ic goals o f  promot ing friendly relat ions 
with the Suharto government . As part of  this obj ect ive , 
suc cessive Australian government s  have given general support 
t o  Indones ia ' s  development al s t rategy . Despite some clashes 
o f  interest ,  the p rivate sector has reinfo rced this appro ach . 
As a res ult heavy emphas is has b een placed in Aust ralian 
aid , t rade and inves tment policies on promot ion of the 
modern indust r ial sector . These policies have b een opposed 
in various quarters within Aus t ralia , notably by more radic al 
voluntary agencies , whose alternative approach to development 
is analysed through a study of their p rograms in Indonesia . 
Within Indonesia , there has also b een some s ignifican t  
quest ioning o f  developmen t al goal s , which have p rovided a 
fo cus for mount ing polit ical opposit ion . Official goals 
stated in Indonesia ' s  Second Five Year Plan ( 1 9 74-7 9 )  have 
stressed the need t o  redist rib ut e  wealth , increase employment 
opportunit ies and create a more equal balan ce between rural 
and urban s ectors and b etween region s . The t rend , however , 
has b een in the oppos ite direct ion and this is even more 
evident in the direct ion of int ernat ional aid . 

The work concludes with recoilllllendat ions for reforms o f  
aid policy in a mo r e  redis trib ut ive , employmen t-oriented 
direct ion with more s t ress on research and evaluation . 
Such reforms should be  linked to a more general reappraisal 
of diplomatic priorities in Aus tralia-Indonesia realt ions . 
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Pref ace 

This work is intended to contribute in the long t erm 
towards the promo t ion of friendly relat ions between Indonesia 
and Australia . By s tudying development issues in a series 
of  operat ional context s a bas is can be established for 
challenging convent ional diplomatic  doctrines as to  what 
such friendship might ent ail and for understanding a little 
better the value s  o f  two very dif ferent societ ies . Lit tle 
assessment has b een made o f  Aust ralia ' s  role in the general 
literature on aid and development and it is hoped that this 
study will help to f ill that gap . 

Research for this book b egan in late 1 9 7 0 . Although 
it has t aken longer to complet e  than o riginally ant icipated , 
in the end the s t udy will p robably prove more effect ive 
s in ce it has b een poss ible to review a period o f  over a 
decade s in ce General Suharto ' s  access ion to power in 1966 , 
while important changes have o c curred s in ce 1 9 7 3-74 . 

Fieldwork was concen trated between 19 71 and 19 76 , 
including a total period o f  almost  one y ear in Indonesia .  
Coverage o f  the  mo st recen t  perio d  is a l ittle mo re uneven . 
An extensive range of interviews was conducted in both 
Indonesia and Aust ralia with diplomat s ,  aid administ rators 
and o ther government o f ficial s , bus ines smen , personnel of 
voluntary agencies and many other interested groups and 
individuals .  The l ively interest shown in these issues by 
virtually all part ies concerned is warmly remembered , 
irrespect ive o f  any crit ical comment that may appear in the 
t ext . 

Sponsorship is grateful ly acknowledged by the University 
of  Indonesia (UI) , Jakart a ,  the Gadj ah Mada Univers ity (GMU), 
Jogyakarta , and the National Science Inst it ute  (LIP! ) . At 
UI thanks are esp ecially due to Dr S . B . Joedono and the 
staf f of the Institute for Soc ial and E conomic Research and 
at GMU to the R ekto r ,  Professor Sukaj i ,  to Dr Mubyarto and 
the s taff o f  the Economic Research Ins t it ute , Faculty o f  
Economics , an d  t o  Drs Sumarno Kadarusman f o r  his very 
effective work as research assistant in 19 7 3 .  The co-operation 
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No te on Indonesian spelling 

S in ce approximately 19 7 1- 72 Indones ian spelling has 
changed with resp ect to  certain consonant s .  The most  notable 
examples are t he sub s t itut ion o f  ' c ' for ' tj ' , ' y '  for ' j ' 
and ' j ' for ' dj ' . Spelling employed in the text varies 
acco rdin g  to the source and date , though normally the modern 
fo rm is used , e . g . ' Cilacap ' rather than ' Tj ilatj ap ' . 

S ince 1945  there has been a t rend for the Dut ch spelling 
' oe '  to  be replaced by ' u ' , but in the case of many p ersonal 
names the Dut ch form is s t ill ret ained . The mode rn 
Indones ian fo rm is used tm.less  the source indicates otherwise . 

Note on currency 

From August 1 9 7 1  the Indonesian rupiah was t ied to the 
US dollar at a standard rate o f  Rp4 15 = $1 unt il November 
19 78 when it was devalued by one-third to Rp625 = $1 . 

Dollars in t ab les and elsewhere are Aust ralian dollars 
tm.less otherwise indicat ed . 
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Int roduct ion 

The aim of this st udy is to examine aid and development 
pro grams in the context o f  diplomatic relat ions b etween 
Aust ralia ana Indonesia sin ce the advent of the Suharto New 
Order government in 1 9 6 6 . Aust ralian government aid pro grams 
an d the act ivit ies of private sector and volunt ary agen cies 
are as sessed in terms of their political significance , 
rais ing quest ions as to  what type o f  development st rate gies 
are appropriate to a poo r  country such as Indones ia . These 
issues have generated a goo d deal of polit ical heat in both 
count ries and the f in al chapter is devo ted to as sessing 
their impact on Indonesia ' s  internal polit ics . 

This account focuses on b ilat eral relat ions b etween 
Indones ia and Aust ralia , in the bel ief that these have been 
relat ively neglected in favour o f  more b road-ranging global 
and regional overviews and that pos it ive methodological 
advantages can b e  gained from emphas iz in g  b ilateral asp ect s .  
In this way it is  po ssib le to i dent i fy cont inuing features 
of Australia-Indon es ia relat ions . So far as aid is concerned , 
con cent rat ion on a s ingle donor and recipient coun t ry avoi ds 
the difficulty implicit in many comparat ive studies whereby 
the policies and interests  of the donor country tend to 
become the common factor .  There i s  an inbuilt conflict o f  
intere s t  between foreign government s and investors concerned 
with achievin g overall balance b etween their act ivit ies over 
a whole range o f  count ries , and aid-receiving count ries , who 
face the t ask o f  mat chin g  a diverse range o f  exte rnal and 
internal resources and reconcilin g  confl ict ing pressures in 
terms of s ome coherent strategy o f  development . A b ilateral 
emphas is also enab les closer att ent ion to be paid to domest ic 
polit i cal asp ec t s , while case s t udies o f  proj ect s can draw 
out policy issues in great er  detail . 

I t  is not intended , however ,  to  view Aus t ralia and 
Indones ia in isolation from the surrounding region . Accoun t  
is t aken o f  the ASEAN countries , especially in relat ion to 
issues o f  regional stability and t rade , though for reasons 
of length impo rt ant issues such as the st rategic interest s 
o f  the super-powers and the impact o f  Indo-China on the 
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balan ce o f  power in Southeast Asia are not dis cus sed . Bas ic 
knowledge of the regional and internat ional cont ext must  
accordin gly be assumed .  

S ince 1966 , political support fo r the Suhart o government 
has played a key role in western st rategy for main tain ing 
stability in Southeas t As ia , clo sely l inked to a policy of 
promo t ing economic growth and modernizat ion in Indonesia . 
These aims have received solid b ipart isan polit i cal suppo rt 
within Aus tralia and especially from the private  sec tor . 
Of ficial aid p ro grams have b een subordinated to diplomat ic 
obj ect ives of promo t ing friendly relat ions with Indon esia . 
As a result , the emphasis placed on con fl ict avo idance has 
had a pro found in fluen ce on the shape of the aid pro gram, 
it s st yle and ethos an d the way in which p roj ect s are 
sel ected . This is not to say that aid programs have no 
autonomy but that persistent , though o ft en latent conflict 
between diplomat ic and developmen t al criteria remains 
unresolved . Though charact eris t ic of all countries ' aid 
programs , this con flict has proved especially sensit ive in 
the case of  Aus t ralian aid to Indonesia . It is argued in 
the Conclus ion that the problem is only resolvable if a mo re 
relaxed s tyle of diplomat i c  relat ions can be establ ished 
between the two countries . 

While develo pment al themes have featured prominently 
in official rhetoric , t hese centre overwhelmingly on promot ion 
of the modern sector - namely indust ry ,  mining , and commercial 
agricul ture , plus a support ing in frast ruct ure of cap it al 
wo rks pro grams , communications , commercial inst itut ions , 
educat ion research and technolo gy . Health ,  s ocial welfare , 
rural development and more qual itat ive or  ' consciousness 
rais ing ' asp ect s are mos tly igno red .  Above all , the fierce 
deb ate which has dominated the development literature for 
many years as t o  whether promot ion o f  economic growth is 
compat ible with a reasonably j ust dist ribut ion of wealth , 
together with adequat e provis ion o f  employment and services 
to the poor maj ority , has barely touched the surface o f  
o f ficial consciousness . S ince the rio t s  in Jakart a in 
January 19 74, the Indonesian government has attempted to 
reconcile these goals with some token suppo rt from Aust ral ia , 
though the practi cal impact of such effo rts has been slight. 

As a sub s idiary theme , it is argued that Aust ralian 
government and privat e sector act ivit ies are characterized 
by a pervas ive ignorance of Indones ian cult ure and inst itut ions . 
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This is a good deal less t rue in the case o f  non-government 
o rganizat ions , which by virtue of their small s cale o f  
op erat ion have established a b roader pattern o f  so cial 
cont act and p rovided a cont inuin g  focus of  oppos it ion 
within Aust ral ia to official policies . Emphas is on con fl ict 
avo idance has resulted in lack of det ailed concern by 
diplomat s as to  how aid proj e ct s  will fit into the local 
environment . The ethnocent ricism o f  mos t  aid and business 
p ersonnel has p revented them from achieving any close 
pro fess ional rappo rt with Indones ian cotIDt erpart s or looking 
imaginat ively at ways of  us ing lo cal skills and resources . 

Many of the causes for this stat e  o f  affairs lie deep , 
and beyond the s cope o f  this study . Usually , Aust ral ian 
public opin ion is not much con cerned with Indonesia . Relat ions 
are mos t ly conduct ed at governmen t-to-government level . 
While interested groups , such as bus iness companies , 
voltIDtary agencies , polit ical act ivis t s  and academic 
specialis ts  maintain contact in various ways and while 
knowledge and int erest  about Indones ia has grown slowly via 
the educat ion sy st em ,  tourism and so forth , this remains 
pat chy and confined t o  a minority . 

Periodical ly , wider sect ions of  the Aust ral ian public 
can be aroused by the media highlight ing some crisis issue 
in Indones ia ' s  internal polit ics or some maj or disagreement 
between the two count ries , such as the Timar issue in 19 75-
7 6  and the Wes t  Irian and Malaysian Con frontat ion issues a 
decade earl i er .  Lack o f  con t inuous exposure in the media 
to Indonesia ' s  internal polit ics makes it hard for Austral ians 
to place such i ssues in cont ext . Grounds cert ainly exist 
for crit icism of Aust ralian media coverage of Indonesia 
and indeed o f  Southeast Asia generally , espe cially the lack 
of specialized background of mo st j ournal is t s , the abs en ce 
o f  pe rmanent cor responden t s  and the failure t o  give even a 
minimally adequate p icture o f  Indonesia ' s  villages , t own s  
and re gions . 

Nevertheless , cultural adaptat ion is not a one-s ided 
affair and conforming with Indonesian culture would involve 
some de fin it e  loss of polit ical liberty by Aust ral ians , in 
the sense that Javanese culture places special emphas is on 
avo iding con fl ic t  and loss of  face . By cont rast Aust ral ia ' s  
style o f  domest ic polit ics is more openly confrontat ionist . 
As a result , diplomat s expend much effort soo thing 
Indonesian sen s it ivit ies in the face of crit icism from 



4 

within Australia . However ,  Indones ian l eaders have learned 
to exploit this s ituat ion in o rder to  place the Aus t ralian 
government at a disadvantage , so  that ' friendly rel at ions ' 
t end to  b e  def ined acco rdin g  to norms laid down by Indones ia . 

Some brief comment i s  neces sary on the use o f  the 
terms ' aid ' and ' development ' .  It has by now become a 
conrrnonplace that these are normat ive terms , in the sense 
that ends cannot be divo rced from the means used to  at t ain 
them. Development is a b road term which may be used as a 
convenient sho rthand to  cove r any given plan , program or 
ideolo gy des igned to raise l iving standards o r  improve 
wel fare in poo r count ries . Aid normally refers t o  external 
ass is tan ce and can b e  used in equally open-ended ways . This 
is taken for gran t ed f rom the out set so that attent ion can 
be concent rated on identifying which specific goals o f  
development are being as s is ted b y  whom an d  b y  what means . 
It shoul d also b e  made clear that the criteria employed in 
evaluat in g  development pro grams are primarily polit ical 
rather than technical o r  economic . 

In relat ing this study to the general literature on aid 
and development it is not int ended to pose the choices facin g  
Indonesian and Aus t ral ian pol icy-makers in terms o f  rigidly 
de fined alternat ive models . While various theor ies o f  
development are used t o  draw out key i ssues , the primary 
concern is with specific policies , inst itut ion s and actors . 
My own values and pre ferences will emerge from the way in 
which is sues are presented and are made more explicit in the 
Con clus ion . It can be said at th e out set that the emphas is 
on quest ions o f  distrib ut ive j ust ice , p rovis ion o f  employment 
and bas ic needs and adaptat ion to local ins t itut ions gives 
this st udy mor e  a flavour of Myrdal than of Marx . However ,  
it is hoped t o  present a suff icient range o f  dat a and argu
men t s  to  enab le readers t o  reach their own conclus ions . 

The debate over development in Indonesia and appropriate 
att it udes t o  be adopted by foreigners has b een dominated to 
a cons iderab le ext ent by a clash b etween ideological giant s 
advocat ing either wholehearted support for Indones ia ' s  New 
Order o r  it s total rej ect ion as a tool o f  imperial ism. While 
such i ssues cannot be avo ided, it  is hoped to add some new 
perspect ives by means of  more detailed analys is . Development 
studies tend to con cent rat e either on macro-level analys is 
o r  on micro-level invest igat ions  o f  villages . There is a 
lack o f  middle-range analys is . Methodologically , the st udy 



5 

o f  aid pro grams can p rovide useful insight s in that aid 
provides an unob t rus ive though o ften st rat egic l ink between 
a complex pattern o f  interes t s , values and inst itut ional 
st ruct ures . 

Despite the evident modesty of  these obj ect ives , the 
diversity o f  s cenes and actors encountered durin g  the course 
of this work at t imes resembles a Tol stoy novel - or perhaps 
more appropriat ely the wayang , a form of puppet drama popular 
among the Javanese , based on the epics of  the Ramayana . It 
is certainly eas ier to draw out the dramat ic qual it ies of 
the situation than to establish any syst emat ic explanatory 
framework . In the wayang , good always prevails over evil , 
though specific out comes seem inconclus ive and roles ob scure . 
This is an inst ruct ive thought for development al theorist s 
and act ivists who are con stantly driven-to making j udgmen ts  
based on  uncertain eviden ce ,  and is especially t rue in the 
case o f two such sharply differing so ciet ies as those o f  
Indonesia an d  Aust ralia . 



Chapter 1 

Aust ralia- Indonesia relat ions under Suharto 

This chapter establishes the polit ical and diplomat ic 
framework within which Aust ral ian aid and private  sector 
act ivit ies operate in Indones ia . It is argued that, despite 
some growth in domestic oppos it ion to o f ficial policies in 
the more recent period and temporary dis rupt ions caused by 
the Eas t Timar dispute , promot ion of friendly relat ions has 
remained an overriding goal of  Aust ralian diplomacy throughout 
the period s in ce 1 966 , dominat ing every specific f ield o f  
policy relat ing t o  Indonesia . The negat ive consequences in 
the aid field become apparent in later chapt ers , j us t i fying 
a substant ial rethinking o f  overall pol icy priorit ie s .  

The shift o f  power in 1965-66 from Sukarno t o  Suharto 
and the drast ic ideological shift which accompanied it 
created a sign ificantly changed cl imate fo r Aust ralia
Indonesia relat ions . The general tone of public op in ion at 
the t ime was well summed up by Pro fessor Arndt ' s  comment : 

The Aus tralian Government , supported by the great 
maj ority of the Aus t ral ian public , made no secret 
o f  its  relief  and delight at the t urn o f  events  
in Indonesia which followed the  October 1 9 65 coup 
at tempt . There was relief at the sudden end to 
Confron tat ion and to the drift o f  Indones ia 
towards Communism , and there was delight at the 
in creas ing evidence from 1966  onwards that 
Indones ia had at last again a government that 
addres sed it self pragmat ically to the country ' s  
appalling economic problems (Arndt , 1 9 7 0 : 129 ) . 

Arndt qual ified this view by observin g  that 

As the full measure of the legacy o f  Sukarno was 
gradually revealed , a wave of pub l i c  sympathy 
and emo t ion al desire t o  help found expression in 
the Austral ian press and in Government 

6 



pronouncemen t s , although it  is only fair to add 
that there was also horror over the 1965 -66 
mass acres in Java and Bali , concern over the 
emergence o f  what looked like a military dic tator
ship and much s cept icism about the capacity and 
determin at ion o f  the new regime to deal effect
ively with the huge t ask confronting it ( ibid . ) .  

7 

Both st rains o f  thought have influen ced Aust ralian thinking 
during the de cade s ince Suharto came to power , though the 
former has clearly dominated offic ial thinking . 

Init ial Aust ralian government react ion was more 
rest rained , since the shift in polit ical direct ion within 
Indones ia took several stages to complete . However ,  the 
st rain on diplomats in explaining to Aust ral ian politicians 
and pub lic the need to adopt a tolerant long-term outlook 
towards Indon es ia ,  despite immediate dif ferences , could now 
be rel ieved . ! Once as sured that the Suharto government was 
firmly in con t rol , Aust ralia moved quickly to a po s it ion o f  
wholehearted , even uncritical suppo rt . 

The ext reme reversal of  Aust ralian attitudes after the 
fall of  Sukarno may have damaged long-term prospect s for any 
deeper understandin g of Indonesian society . To t ake j ust 
one example , the s t rong ant i- communist lean ings o f  the 
Suharto government are bas ed on philosophical and soc ial 
foundat ion s  diametrically oppo sed to tho se which prevail in 
Aust ralia . The official Indones ian ideology based on Pantj a 
S ila , 2 the five prin c iples o f  belief in one God ,  nat ional 

1 A useful survey of shif t s  in o f fic ial opinion plus p ress 
react ion during the transit ion from Sukarno t o  Suhart o is  
provided by McGovern ( 1 9 75 ) , espec ially Ch . 2 .  The b est 
source fo r Aust ral ian press coverage o f  the late Sukarno 
years is Vivian i  ( 19 7 3) . 

2Numerous references to Pantj a Sila are available . Kahin 
(1952 : 12 2 -7 )  p rovides a lucid summary o f  Sukarno ' s  o riginal 
statement o f  Pantja S ila in his speech before the (Japanese 
sponsored) Inve s t igat ing Commit t ee for the Preparat ion of 
Independence on 1 June 1945 . Other sources include Legge 
( 1 9 72 ) and Abdul gani (19 7 3 ) . The role o f  Pantj a S ila in the 
New Order ' s  offic ial ideolo gy is indicated in The Guide lines 
of State Policy of the Repuhlic of Indonesia ( Decree o f  The 
People ' s  Consultat ive Assembly o f  the Republic of Indonesia 
No . IV/MPR / 19 7 3  on The Guidelines o f  S tate Policy) , Jakarta ,  
Department of Informat ion , R .  I .  
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sovereignty , humanit arian ism ( internat ionalism) , represent
at ion o f  the people ' guided by wise leadership ' and social 
j ust ice , is oppo sed to commun ism primarily b ecause o f  Marxis t 
emphasis on class con fl ict . However ,  l iberal individualism 
is also eppo sed st rongly by mos t  Indones ian leaders . It is 
cert ainly po ssib le , in European terms , to interpret Pantj a 
S ila as inherently fas cist , owin g t o  it s emphas is on the 
family co rporate nature of the s tate . However ,  in p ract ice 
consensus is fotm.d in te rms o f  mildly rel igious socialistic  
and co -operat ive values which set  the fo rmal tone , at  l east , 
o f  public l ife in Indon es ia . The fact that Indonesians  o ften 
do not live up to their vaguely s t ated ideal s any more than 
do Americans , for example , in relat ion to the s tatement o f  
fundamen tal libert ies in the U S  Const itut ion , does not 
invalidate their impo rt ance in terms of Indonesian historical 
expe rience and as rep resent ing deeply felt asp irat ions . The 
problem here for Aus t ral ians  is that while it is po ssible to 
find bases of mut ual accommodat ion so far as business int eres t s  
and o fficial policies are concerned , the cult ural reality o f  
Indones ia remains largely unknown . 

Sukarno ' s  ideological pronouncement s and at tempt s  at 
cultural synthesis  rep resented genuine and sophist icated 
attempt s  t o  come to grips with p ersisten t  features o f  
Indones ian society and culture . The polit ical sys t em o f  
' guided democ racy ' which h e  est abl ished has b een retained in 
mo st essent ial features , despite very different styles o f  
interpretat ion . Nevertheless , with h i s  removal , many outs iders 
as sumed that Indonesia ' s  p rogress towards western-style 
mo dernizat ion would now proceed unimpeded - in a word , that 
she would ' settle down ' , b ecome ' st able ' and ' pragmat ic ' . 
This has left many Aust ral ians and others unprepared for the 
return of nat ional ist ideology tn a new ' developmental ' guise 
in the 1970s . The equat ion of western-style development 
with ' s tab ility ' and the fos tering o f  both as fundament al 
goal s o f  Aust ral ian policy t owards Indones ia and Southeast 
As ia generally has caused serious misunderstanding o f  the 
whole debate about development al priorit ies . However ,  the 
discovery in both count ries of  the polit ically content ious 
nat ure inherent in the concept of ' development ' has rendered 
this type of  approach in creas ingly unviable . S ince 1966 , 
maintaining the s tability of the Suharto gove rnment has been 
seen as essent ial to Aus t ralia ' s nat ional int erest .  As a 
result , the prio rity acco rded t o  maintaining clo se and co rdial 
relat ions with Indonesia often makes the developmen t al impact 
o f  part icular pro grams app ear o f  secondary importance , placin g  
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con s t raints on the manner in which proj ects are selected , 
administered and as sessed . Di f ficult ques t ions about the 
obj ect ives of  aid p rograms and the means fo r their achieve
ment are not pres sed beyond very narrow limit s ,  while little  
o f ficial explan at ion is  o f fered as  to why part icular proj ec t s  
are selected or how they op erat e .  

In general , government spokesmen have developed a tone 
of ext reme blandness in dealin g  with all types of c rit ic ism 
from within Aus t ral ia ,  whether of the aid pro gram, Indonesian 
domest ic polit ics or economic st rategy , military aid , Timor 
o r  any other content ious mat t er . The cruc ial nat ure o f  
Aust ral ia-Indonesia friendship is as serted a s  overriding the 
merit s o f  any part icular case . The problem here is that the 
Indones ian government ,  which tolerat es litt le dissent 
int ernally , is a cutely sensit ive to out s ide crit ic ism.  While 
diplomat ic as suran ces that such crit icism in no way re flect s 
the views o f  the Aust ral ian government are ac cepted , 
uno ff icially they are seen as evidence o f  some un derlying 
unfriendliness within Aust ralian society . Sharp swings have 
oc curred in Aust ralian att itudes towards Indonesia . Being 
far  less  able than their Indones ian count erpart s to contro l  
public opin ion , Aust ralian diplomats have tried , s o  far as 
po ss ib le, to ignore it and p ersuade Jakarta to do the same . 
S in ce negat ive popular att itudes are accompanied by a cons id
erable measure o f  apathy , this approach has generally proved 
success ful from the  Department o f  Foreign Af fairs ' viewpoint , 
at least unt il the most  re cent p er io d .  

Bipar t isan nat ure o f  Aust ralian policy 

Unt il aroun d  19 75 , official policies received fairly 
solid b ipart isan support , despite some dif ferences of emphas is 
between the maj o r  polit ical parties . In the case o f  the 
Liberal and Count ry part ies , ideological ant i-communism has 
played a p rominent part in shaping att itudes towards 
Indonesia . Soon after the coup at tempt of 30 Septemb er 1965 , 
Paul Hasluck , t hen Min i ster for Foreign Af fairs , was point ing 
with approval to the ant i-communist nature of demonst rat ions  
in Jakart a . 3 In April 1966 Hasluck expressed approval of 
Indonesia ' s  severing t ies with Peking , the removal of the 
PKI as an ef fect ive alternat ive polit ical force and Suharto ' s 
expressed intent ion to place more emphas is on economic 

3
current Notes on Internationa l Affairs ( Canb erra) , vol . 36 ,  
no . 11 ,  Nov . 1 9 65 , p . 15 .  
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pol icy . 4 Prime Minister Holt was s t ill mo re ideologically 
explicit at a p ress conference durin g  the same month in 
stat ing : ' if j udged merely on the number o f  people of  
connnun ist  sympathies who have been disposed o f  violently in 
In dones ia , th ere is undoubt edly a st rength o f  ant i- commun ism 
which , when the disorders can be finally suppressed , do[es ] 
open up some pro spect o f  collaborat ion with the free world ' . 5 

Although their app roach has become more sophist icat ed in 
recent years , fears of  Indonesia lurchin g  back to the left 
ret ain a s t rong in fluence in the thinkin g  o f  the coalit ion 
part ies . In this context , it seems that recent dissen t  
within the Liberal Party over Aust ral ian policy on East Tima r 
has b een based in part on fears o f  Indonesian expans ionism 
similar to more widely expres sed fears during the p re-1965 
perio d .  

Mr Gough Whitlam, then Deputy Leader o f  the Opposit ion , 
stated af ter a vis it to  Indones ia in August 1966  that : 

[Australia]  should have as many civil social 
workers in South Vietnam as soldiers . Aust ralian 
experts could help in t imb er-growin g ,  fisheries , 
cat tle and f ruit growing .  If  events  had gone 
the other way during coups and counter- coups in 
Jakarta las t year , Aus t ral ia would be spending an 
ext ra one hundred mill ion on defence this y ear . 
We should now be spending this amount on aid in 
Indones ia , concen t rat ing on roads and road 
t ranspo rt . 6 

This stat ement rep resen t s  a s t riking endo rsement o f  the 
' cold war ' view that ' aid is defence ' .  It also represen t s  
an orthodox wes t ern at titude towards aid an d  development , 
while apparen tly endo rs ing the Suharto government ' s  role as 
polit ical saviour of Indonesia and the Southeast As ia region , 
including Aus t ral ia , from communism. 

Mr Frank Crean , MHR, argued that ' if Aust ral ians  feel 
that they can sleep mo re soundly with Suharto than Sukarno , 
they should also realise that polit ical stability will be 

4rbid . , vol . 3 7 ,  no . 4 ,  April 1966. 
5 Ib id . 
6

Indonesian Herald,  19 Aug . 1966 . 
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maint ained only i f  economic growth is at tained as well ' . 7 

Crean argued further that the real need was to shift skills 
and resources f rom milit ary to economic developmen t .  
' Whatever the mistakes made by America in Vietnam,  at leas t 
in Indon es ia America is do ing proport ionately more; but the 
meas ure o f  peaceable as sistance is in mill ions as against 
b ill ions fo r war . ' 8 

While s t rong backben ch crit icism was expressed over 
issues such as East Tima r  and polit ical prisoners , by all 
accounts no dis cus sion of overall policy t owards Indonesia 
ever took p lace at Cab inet level dur ing the 19 7 2 -7 5  Whitlam 
adminis t rat ion . Whit lam hims elf had fo rmed very de fin it e  
ideas about foreign and defen ce policy in the region during 
his years as Oppos it ion Leader , which he implemen ted in a 
highly personalized fashion as Prime Minister . Both coun
t ries indicated their commitmen t to s trengthen regional co
operat ion following Aust ralia ' s  December 19 72 elect ion . 9 

The new government signalled the prio rity to be accorded 
Indones ia as ' our nearest and large s t  neighbour ' ,  by a Prime 
Minis t er ial visit within three months o f  t aking o ffice . 
Whit lam hims elf had earlier s t at ed , with characteris t ic 
hyperbole , that ' our relat ions with Indones ia , the degree 
to which we can live cooperatively with Indones ia rep resent 
incomparab ly the most important t ask for Aust ralian states
manship for the next cent ury ' . 10 

S in ce the fall o f  the Labor government in lat e  19 75  and 
mainly as a result o f  the East Timar conflict , a harder line 
is in evidence within the party . For example , in 19 7 7  
the ALP Federal Conferen ce , against Whitlam ' s advice , adopt ed 
a resolut ion t o  cut off milit ary aid tmless Indonesia withdrew 
her t roops from Eas t Timor . 11 Although this pol icy may never 
be implemented and woul d in any case have little mo re than 
symbolic importan ce , it could aggravate tens ions  with 
Indonesia and lead to more serious in ternal party divis ions 
facing a future Labor government . However ,  at this st age 
there is no sub stan t ial eviden ce to suggest that maj o r  
changes in pol icy towards Indones ia woul d be int roduced . 

7 Let ter to the Age (Melbourne) ,  12 March 19 68 . 

B Ib id . 
9 Jakarta Times , 4 Dec .  19 72  ( see al so Editorial ) . 
10speech at a Parl iament ary Luncheon in Canbe rra to wel come 

Pres ident Suharto : Jakarta Times , 9 Feb . 19 72 . 
llcanberra Times , 7 July 19 7 7 ,  p . 7 .  
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Polit ical foundat ions for Aust ralian business act ivity in 
Indonesia 

Indones ia was now slow to exploit Aus t ralia ' s  ideolo gical 
preoccupat ions in order to ob tain aid . For example , Frans 
Seda , Minister for Finance , visit ing Aust ralia in October 
196 7 , requested more aid and inves tment , stressing that 
Commun i st China was organizing s ubvers ion and that ' commun is t s  
don ' t  stop fight ing un t il either death o r  victory ' . 12 

Pol it ical leaders and parl iamentary delegat ions , represent in g  
both Fede ral and S t ate  governmen t s , visit ed Indonesia with 
in creas ing regularity , creat ing a favourable atmosphere for 
the expansion o f  economic , milit ary , tourist , educat ional 
and cult ural act ivi t ies plus a growing exchange o f  specializ ed 
personnel in many fields . 

Bus iness act ivit ie s have been promoted by a cont inuous 
flow of Federal and S t ate  government sponsored t rade mi ss ions , 
s upported by many o f fic ial statements  and political speeches 
about the need to fo ster t rade and investment . Equally , 
Indones ian leaders vis it ing Aust ral ia spend a large proport ion 
of their t ime with Aus t ral ian business groups . Clo se-kn it 
relat ionships have b een fos tered by the Aust ralia- Indonesia 
Busines s  Cooperat ion Commit tee which has links with t op 
polit ical and military leaders in both countries ( see 
pp .109-11) . 

Indonesia ' s  policy o f  opening her doors t o  foreign 
capit al was a maj or factor in the reversal o f  earl ier 
Aust ral ian att it udes . An especially favourable cl imate was 
created by the p as s in g  in January 19 6 7  of the Fo reign 
Investment Law , which gave impo rtant guarantees and incent ives 
to fore ign investment ( cf .  note 13  to Ch . 4 ) . The return o f  
nat ional ized ent erprises to their former owners also impres sed 
the Aust ralian government as a s i gn o f  favourable intent ions 
t owards the private sector . 1 3 In early 19 6 7 , Mr Hasluck 
visit ed Indones ia with S ir Charles McGrath , Chairman of the 
Export Promot ions Council , and rep resen t at ives of the 
Department of Trade and the Export Promo t ion Insuran ce 

12 
Age , 1 1  Oct . 1 967 . 

1 3
canb erra Times , 2 7  Jan . 196 7 .  In a symbolic gesture NASPRO 
Pty Ltd , the sole Aust ralian company in Indonesia prior to 
1965 and nat ional ized for a few months under Sukarno , was 
handed b ack several days b efore Hasluck ' s  ·vis it . 
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Corpo rat ion (E-PIC) . 14 S ub sequently , a conference was held 
in Jakarta in August 1 96 7 , sponsored by the newly-formed 
Pacific Indones ian Bus iness As sociat ion (PIBA) , at which 
Aust ralia was s t rongly rep re sented with s ixty companies out 
of a total of some 180 atten din g . 15 

Polit ical support has h elped to promote a number of 
Aust ral ian t rade and bus iness ventures .  For in st ance , Mr 
Anthony , then Min ister for Trade , attended the open ing o f  
P . T .  Indomilk in Jakart a b y  Pres ident Suharto in July 1969 . 16  

This is one o f  s everal plants  in Southeast As ia making 
condensed milk from Aus t ralian milk powder . The West 
Aust ral ian government gave s t rong support �o a consort ium of 
mining and indust rial interes t s  in that s tat e seeking to 
promote an industrial estate at Cilacap , the only deep-water 
harbour on the south coast of  Java , and t o  s t rengthening 
shippin g  links with Freman tle . 1 7  Mr McMahon laid the found
at ion stone at th e o f ficial open ing by President Suharto for 
the new glass factory at Bekas i ,  n ear Jakarta , o f  P . T .  Kangar 
Consolidated , in which ACI Limited has a 35� per cent share
holding together with American and S ingapo re interest s+s 

Mr Whit lam visited th e factory in February 19 7 3  and claimed 
that it was a model ven t ure in terms of following Indonesian 
guidelines for foreign inves tment . 19 

Aust ral ian business op erat ions in Indonesia will be 
examined in mo re detail in a later chapter , b ut at  this st age 
it is suf ficient to note that , s ince 1 9 6 6 , a high polit ical 
priority has b een accorded to p romo t ing a favourab le environ
ment for Aust ralian t rade and investmen t in Indonesia . 
Nevertheless , this obj ect ive has t aken second place to the 
bas ic policy o f  maintain ing both the stabil ity and the 
goodwill of  the S uharto government . 

14
Jakarta Times ,  2 Feb . 196 7 .  

15 
Age , 14 Aug . 19 6 7  and 12 July 196 7; Arndt , 19 70; Stanford 
Research Institute Internationa l ,  no . 3 , 19 6 7 . The Sydney 
b ranch o f  S RI played an act ive rol e  in promo t ing the Jakart a 
conferen ce . 

16
Jakarta Times , 2 July 1969 ; Age , 7 July 1969 . 

1 7
Age , 2 April 19 70 . 

18Jakarta Times ,  8 June 19 72 . See also p . 107 . 
19 Repo rt s o f  Whitlam ' s three-day vis it from 2 1  to 2 3  February 

19 7 3  are availab le in the Aust ralian and Indonesian pres s . 
This speech was b roadcast from the P . T .  Kangar factory on 
Radio Aust ralia . 
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Geo-polit ic s  and ' regional stab ility ' in Aust ralian 
diplomacy : possible al ternat ive approaches 

Desp ite o f ficial promot ion o f  Aust ral ian and associated 
mult i-nat ional bus iness interest s , which Aus t ralian busines s
men con s ider inadequate by comparison with other count ries , 
Australian diplomat s and mo st polit ical leaders seem to 
regard the geo graphical real ity of Indones ia ' s  phys ical 
locat ion as a ne ighbour , her extens ive con t rol  o f  sea lanes 
and the size of her populat ion as ult imately the dominat in g  
factors in Aus tral ia-Indones ia relat ions . Aus t ralian 
at t it udes in this re gard have been st rongly in fluenced both 
by American global s t rategic prio rit ies in the Southeast 
As ian region and by Indone s ia ' s  own view of her geo-polit ical 
role . In this context , Aust ralian , American and Indones ian 
s t rategic asses sments reinfo rce each other . 

The United S t ates has on several o ccas ions nominated 
Indonesia to play a leading role in this region . For example , 
Will iam Ro gers , US Defence Secret ary , stated in August 1969  
that Indonesia was the key to all effo rt s fo r polit ical 
stabiliz at ion in Southeas t As ia . Aust ral ia was reques ted 
to st rengthen t ies of  co-operation with Indonesia and as sist  
her in ful f illin g  this role . 2 0  Indonesia ' s  concept o f  ' non
al ignment ' has b een quite accept able to the USA , which did 
not support Aust ral ia ' s  in it ial desire fo r some fo rm o f  
security pact with Indones ia.2 1  

As with other count ries which have been encouraged t o  
play a dominant role in their region in achieving American
de fined goal s o f  stab ility , such as Iran and Braz il , Indones ia 
has shown s igns o f  aspiring to regional dominance in her 
own right . In view o f  his key po s it ion within the Indones ian 
government st ructure as fo rmer Head of Indones ian Intelligence 
(BAKIN) , Director of the Center for S t rategic and Inter
nat ional S t udies ( CS I S) ,  Jakarta ,  and currently Minis ter for 
Info rmat ion , it seems wise to give weight to the views of 
Maj . Gen . Ali Murtopo , who remains an importan t  adviser to 

2 0
Jakarta Times , 2 1  Aug .  1 9 69 . Ro gers ' speech was made at 
an ANZUS Council meet in g  at which Ma rshall G reen, then 
As sistant Secretary for Far Eastern and Pac ific Affairs 
and s ub sequently Ambassador to Aust ralia from 19 7 3· to 19 75 , 
al so spoke in the same vein . 

21The meanderings of Aust ralian policy on this point are 
cons ide red by Mackie ( 1 9 7 0 : 32-52 ) . 
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President Suharto and plays a key role in formulating 
o fficial ideology in both the domestic and internat ional 
spheres . 

Acco rd in g  t o  Murtopo , the world is tending towards 
' mul t i-polarity ' ,  based on regions . Ac cording to his rather 
typical J avanese world view ,  world polit ics as a whole is 
p resented as a kind o f  ' zero sum game • , 22 in which ASEAN can 
gain or lose only at the expense o f  other regions . A 
cotlllt ry ' s  role in a region depends on gee-polit ics , resources , 
physical and ment al st ren gth . 

Bes ides showing the way towards a regional 'llllit 
this geo-polit ical reality always p repared a 
cert a in  s it e  as cen tre o f  the region or several 
s ites . . .  the sites might t ake the form of 
co'llllt ries and a cotlllt ry which happens to form this 
real ity will serve as ' primus inter pares ' .  I f  
Indon es ia happens to hold  such a posit ion , this 
gee-polit ical real ity will merely remain as one 
of the import an t  factors , s in ce in the end it is 
the men tal att itude o f  the nat ion that will 
determine whether the cotlllt ry is wo rthy to p er form 
this funct ion (Murtopo , 19 7 2-3-4 : 6 ) . 

While most government leaders would express such ideas 
mo re caut iously , assumpt ions of  Indonesia ' s  natural right to 
reg ional dominance are very pervas ive . Offic ially , however , 
Indon es ia has urged that the maj or goal o f  ASEAN should be 
to reduce Great Power in fluence in the Southeast As ian 
region - a moderate and l egit imat e obj ect ive by t radit ional 
standards o f  internat ional diplomacy . 

So far as Aust ralia is concerned , Murtopo make s clear 
that ' Aust ralia needs Indones ia (and ASEAN) through which 
Aust ralia will make meaningful contact s .  On it s part , 
Indonesia (and ASEAN) n eeds aid from Aust ral ia in the form 
o f  t e chnology and capital ' ( ibid . : p . 7 ) . Int erpreted 
lit erally this would l imit Aust ralian sovereignty in that , 
informally at least , Indonesia expect s that maj or init iat ives 
t owards other ASEAN count ries should be cleared through her . 

2 2  For a fuller t reatment o f  these themes s e e  Anderson (19 72 : 
1-69 ) . Fo r my own applicat ion of Anderson ' s  ideas t o  
Indones ian policy in the Southeas t As ia region s e e  Eldridge 
( 19 75 ) . 
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At the same t ime Aus t ral ia is des i gnated a peripheral role 
in servic ing ASEAN ' s  economic development . It  seems that 
not only is Murtopo ' s  con cept acceptab le to Forei gn  Affairs 
in the crude form in whi ch he has stated it , but that it 
cons t it utes a point of bas i c  dogma in Aust ralia ' s regional 
diplomat ic st rategy . One commen tat o r  has argued that a co rps 
o f  Indon es ian ' old hands ' in senior posit ions within Fo reign 
Af fairs has played an in fl uent ial role in shaping this 
st rat egy (Viviani , 19 7 6 , esp . pp . 200-1) . It seems , mo reover , 
that the Aust ral ian Embassy rel ies heavily on the C S I S , 
Jakart a ,  fo r it s in telligence as ses sment s o f  Indones ian 
polit ical t rends . As a result  of  these various in fluences a 
do ct rine o f  ' asymmetry ' in Aust ral ia- Indonesia relat ions has 
taken root , wh ereby Indones ia is not expected to return 
Aust ralia ' s  emphas is on good relat ions with her with equal 
st rength . 2 3  Stated bluntly , this means that ' we need 
Indonesia mo re than she needs us ' - thus layin g  a long-term 
psycholo gical bas is for a policy o f  appeas ement . 

What alt e rnat ive approaches are open to Aust ralia ? It 
is cert ainly arguable that while Aust ralia should maint ain a 
general at t it ude o f  friendship towards Indonesia , a great er 
degree o f  diplomatic distance could be established f rom the 
Suharto government . The dis t inct ion is o f  course a difficult 
one to draw in p ract ice . 

It has b een as sumed , but never openly debated , that 
re gional stab ility an d development is best p romoted by con cen
t rat ing power in the hands of a small oligarchy in Jakarta 
and by encouragin g them to act as leaders o f  Southeast As ia . 
Poli cies des igned to build up their economic power are assumed 
to be in Aus t ralia ' s  interest ,  or , at any rate , inevitable . 
Here two related aspects must be borne in mind - the nature 
o f  Indonesia ' s current pol itical regime and her relat ions 
with neighbouring count ries . 

Indones ia ' s  highly cent ralized polit ical sys t em and the 
ab sence o f  l egal and personal right s which mo st Aust ral ians 
would regard as elementary have more impact on relat ions 
between the two collllt ries than can be openly acknowledged . 
At an o ff icial level there is no alternat ive to accep t in g  
each co llllt ry ' s  sove reign right to shape it s own polit ical 
syst em.  However ,  since Aus t ral ia and Indones ia must regularly 

2 3
Alternat ive p erspect ives on the asymmet ry do ct rine are 
provided by Mackie (19 7 4 ) ; see also Viviani (19 76 ) . 



do bus iness with each other in many f iel ds , such maj or 
dif ferences in values and inst itutions  cannot be regarded 
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as merely quain t  o r  remote . In pract ice , much ingenuity is 
required to harmon iz e bureaucrat ic , bus iness and other 
arrangement s .  The as sumpt ion of ' asynnnetry ' has un t il now 
ensured that greater pressure has been on Aus t ral ia to be 
polit ically adaptable . While this doctrine p ersist s ,  such 
pressure is l ikely to build up in ways which will prove 
unacceptable to growin g numbers o f  Aust ralians . In that 
cont ext , Pres iden t  Carter ' s  emphas is on human rights  deserves 
suppo rt from Aus tral ia on self-interested as well as ideal
istic grounds . At the same t ime , the ' asymmetry ' do ctrine 
should be seen as the result of  del ib erat e pol icy decis ions 
by western count ries rather than the ' inevit ab le ' result o f  
' geo-polit i cs ' .  

Aust ralia could no doubt live mo re eas ily with an 
Indon es ian polit ical sys tem whi ch was mo re open , in which 
power was mo re widely diffused , and in which , for example , 
it was pos s ib le to make t rade , cultural and o ther con tacts 
direct ly with the region s  rather than through Jakarta . 
However ,  offic ial policies remain opposed to t rends which 
might increase regional ten sions within Indonesia , as 
potentially des t abiliz ing to the whole Southeast As ian region . 

While Indonesia has won much praise from western 
count ries sin ce the overthrow of Sukarno for ' pragmat ism ' 
and moderat ion in the int ernat ional arena , in recent years 
the Suharto government has appeared to be living in a slowly 
inten s ifying s t at.e of siege . A constant diplomat ic bat t le 
must be waged to maint ain neces sary external f inancial and 
military support . To this end ,  eviden ce o f  int ernal polit ical 
discontent must  be suppressed if pos s ible , while crit ical 
comment from out s ide is censo red . At the same t ime , 
Indonesia t akes a close int eres t in the internal security 
situat ion within neighbouring count ries : Thailand , Malays ia 
and the Philippine s .  Military co-operat ion with Papua New 
Guinea is part icularly directed towards containment o f  any 
poten t ial pan-Papua movemen t linking up with West Papuan 
freedom fighte rs in Irian Jaya . Direct intervent ion in PNG 
seems unlikely , but nevertheless the cas e of  East Tima r 
suggests  that when Indonesia feels that her security is 
threatened , s cruples will b e  quickly overcome . Thus the 
prob lem is not so much that Indonesia is expansion ist in an 
old-fashioned territ orial sens e ,  but that the polit ical 
survival o f  the Suharto government requires a hawkish stan ce 
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against t endencie s  within neighbouring countries which might 
represent some threat to it s polit ical s t ab il ity . 

Perhaps old-fashioned not ions about the balance o f  power 
have b een too light ly dis carded in favour of ab st ract 
concept s  of ' regional stab ility ' .  Realist ically , internal 
polit ics affect this balance and Indonesia cannot indef in itely 
be viewed as a polit ical monolith . It may be obj ected that 
this approach will be seen by Indonesia as merely a new 
variat ion o f  dis c redited co lon ial is t polic ies o f  ' divide and 
rule ' . 24  However ,  these obj ect ions would not be val id if  
se rious effo rt s we re made to develop an ' even-handed ' policy 
o f  distancing Aus t ralian diplomacy from the immediat e 
int erest s of  the rul ing polit ical fact ion in Jakar t a .  

De fen ce and security co-operat ion with Indones ia 

The main feat ures of Aust ral ian defence as sistance t o  
Indones i a , 2 5  valued a t  $20  mill ion during the three-year 
p eriod 1 9 7 3- 74 to  1 9 7 5 - 7 6 , have b een the supply of S ab re j et s , 
Nomad planes and pat rol boat s , co-ope rat ion with the 
Indon es ian mil it ary in mapping and surveying , mostly in 
Sumat ra and West Irian , a regular exchange b etween sen io r  
mil it ary and te chn ical p ersonnel plus a steady flow of cadet s 
to t rain at each other ' s  milit ary establishmen t s . 2 6  The 
countries have co-operated in naval exercises . Some Aust ral ian 
Colombo Plan proj ect s , s uch as as sistance to road-building 
in West  Kal imant an and the t elecommunicat ions program , 
although primarily civil ian in emphas is , have some l evel o f  
mil itary significance . Overall , Aust ralian defence assistance 
is integrat ed with larger-s cale US aid programs . 

It appears that emphas is is being placed on consolidat ion 
o f  existing programs rather than on further expansion . 

24
This view has been argued forcefully by Mackie (19 74 ) .  

25Bas ic in fo rmat ion in this s ect ion has b een suppl ied by 
Defence Department sources , supplemented by numerous , largely 
repet it ive press report s ,  p resumably also from o ff icial 
sources in both count ries . Independent as sessments  are 
lackin g in this polit ically ' sens it ive ' field . 

2 6 strong links have also been establ ished between the 
Aust ral ian Returned Servicemen ' s  Leage (RSL) and Indones ian 
Veterans ' Organisat ions s in ce an init ial vis it in January 
196 7  by sen ior RSL rep res entat ives to Jakarta and West  
Sumat ra (Jakarta Times , 7 and 1 1  Jan . 196 7 ) . 
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Indonesia has encouraged Aust ral ia t o  participate in research 
and development in ro cketry , p resumably linked to Indonesia ' s  
known interest in nuclear technology . Aust ral ian military 
advisers , howeve r ,  con sider that Indonesia ' s  chief need at 
this st age is fo r a defence standards labo rat ory .  

Argument s  for and aga in st de fence as sistance to Indonesia 
depend a good deal on general polit ical j udgment s  and 
ideology . While allowing for some overlap , de fen ce aid 
should be con sidered separately from general economic aid , 
which is capable of j ust ificat ion on other grounds . Most 
Aust ralian de fen ce analyst s ,  though not compl acen t about 
Indon es ia ' s  potent ial milit ary power and fut ure intent ions , 
con sider that defen ce aid is relat ively cheap and allows 
Aust ralia access  to the Indones ian milit ary establishment in 
ways that woul d o therwise be impo ssible . It is argued with 
some fo rce that this is essen t ial to any effect ive de fen ce 
planning by Aust ralia .  

S imilar arguments  are advan ced in favour o f  close co
operation with Indonesian int ell igence services . 2 7  The 
ext ent and ef fect ivenes s of this co-operat ion is hard to 
gauge , b ut it would seem wise to view it with a degree o f  
s cept icism, a s  contain ing a s t ron g element o f  ' window
dressing ' .  An import an t  aim o f  Aust ral ian pol icy is t o  
reas sure Indones ian military leaders o f  cont inuing Aust ral ian 
support in maint aining polit ical stability .  In ret urn , 
Aust ralia p robably gains a better unders t anding o f  Indones ian 
leaders ' percept ions  o f  domestic and int ernat ional sit uat ions 
and p erhaps some advance s i gnals o f  l ikely of ficial at t it udes 
on some i ssues . 

The price fo r ob taining such polit ical in telligence is 
p aid by the Aus t ral ian public , which is conf ronted by walls  
o f  s ilen ce o r  b land o f ficial comment ary on  eve ry mat ter 
which might conceivably be sensit ive to Indones ia . Somet imes 
such info rmation can be quite misleading , since leaks and 
rumours abound in Jakart a as in Canberra . Mo re seriously , 

2 7This co-operat ion was emphas ized when Mr Furlonger , 
Aust ral ian Amb assado r t o  Indon esia from 19 72 to 19 75 , was 
t rans ferred directly to Jakart a from his post in the Joint 
Intelligence Organisat ion (JIO) , which linked the Aust ral ian 
Dep artmen ts o f  Fo reign Af fairs and De fen ce fo r purposes o f  
collat ing int ell igen ce informat ion . His predeces sor ,  Mr 
Jockel , was po sted to J IO immediately after complet ing his 
t our of  duty in 19 72 . 
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in it s pursuit of the narrowly con ceived pol it ical obj ect ives 
des cribed earl ie r ,  the Aus t ralian Emb assy has reduced access 
to many oth er groups , thus weakening it s capacity to obtain 
a balan ced pict ure of pol itical t rends in the coun t ry as a 
whole . 2 8  

Without some min imum co-operat ion in the defence and 
intelligence fields Aust ral ia would probably become pol it ic
ally suspect in Indones ian eyes . Indonesia ' s own priorit ies 
link together the promot ion of development and stab ility as 
inseparable goal s  of pol icy , as reflected in the close l inks 
between her milit ary , security and development plann in g 
organiz at ion . Foreign opponents  of the Indones ian government 
feel bound to oppose economic as well as mil it ary as sistance 
to Indonesia for these very reasons . More cyn ically , both 
support ers and crit ics of the S uharto government s eem to 
agree that mil it ary as s i stance act s  as a ' sweetener ' bot h 
for economic ass is t ance and private foreign investment . Some 
form o f  milit ary support is essent ial for any type of economic 
act ivity to be pursued in Indonesia in the cont ext of 
in creas in� milit ary part icipat ion in all kinds o f  bus iness 
ventures . 9 

Sources of opposit ion within Aus t ralia 

Although there has always b een oppos it ion to official 
pol icies , this has only recently gained any de gree of 
st ren gth . Apart from the left -wing groups implacably opposed 
to the Suharto regime , who were mostly preoccupied during 
the early Suharto y ears with the con fl ict in Inda- China , 
oppos it ion was sporadic ,  con cent rat ing on specific issues , 
such as polit ical prisoners . Prot est s  on this s core have 
at t racted support from an articulate minority , l inked to the 
effect ive campaign led from B ritain by Mrs Carmel Budiarj o 
through the newslet ter Tapo l and drawing on dat a from Amnesty 

2 8rhe Aust ralian Embassy has cult ivated close l inks with the 
Cen t re for St rategic Studies , Jakart a ,  on whom it rel ies a 
good deal for its  asses sment of Indones ia ' s  domest ic and 
ext ernal pol it i cs . A t ranslator/ research officer was made 
availab le to this Ins t it ute from 19 74 to 19 7 7  from 
Aus t ralian te chnical ass is tance funds . 

29Probably the best recent account of the mil itary ' s  polit ico
economic role is provided by Crouch (19 75- 7 6 ) . 
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Internat ional and other sources . 30  The ' Act of  Free Cho ice ' 
in Wes t  Irian in 1969  provoked a good deal o f  hos t ile 
Aus tralian pres s comment ,  in some ways drawing out residual 
an t i-Indon es ian attitudes from the pre-1965 period . 
Australian policy was characterized as that o f  the ' three 
wise monkeys ' - hear , see and speak no evil , or ' koala 
d iplomacy ' ,  with the obj ect ive o f  getting close to and being 
cuddled by Indones ia . 31 Allan Barne s ,  for examp le , saw this 
pol icy as pragmatic and inevit able . If Suharto was opposed 
and undermined in relat ion to Wes t  Irian , his credibility 
would fall and perhap s the government with him . Separat is t 
movement s  would be encouraged and the threat of  polit ical 
and economic chao s return . ' Such out and out pragmatism may 
be hard to swallow without an argument about j us t ice . One 
might wonder about the long-term wisdom o f  propp ing up a 
regime that does not have a firm basis in demo cracy . . .  but 
in the harsh real ities of internat ional polit ics , Utop ian 
long-term dreams so of ten founder on unreal ist ic , short-term 
decis ions . • 32 Thus , to  a remarkable degree , the Foreign 
Affairs-app roved bipar t isan model has dominated public 
thinking about what is realistic and po ssible in relat ions 
with Indonesia . In this they have been much assis t ed by the 
var ious opposit ion group s  s tat ing their case within a well
worn framework of ' princ ip le ' versus ' polit ical expediency ' .  

Opposit ion to official policies within the maj or 
polit ical part ies has been fairly b ipartisan , al though it 
finds s tronger express ion in the ALP , espec ially on its left 
wing , which has b een will ing to quest ion basic assumpt ions 
about the need for friendship with Indonesia , especially 
wh ere gro s s  violations  of  human right s are involved . 33  
Public dissent , prior to the Tima r is sue at least , has been 
con fined to backbenchers , although Mr E . M . C .  Fox was a member 

30
' Tapo l ' is an Indones ian abbreviat ion for tahanan po litik 
meaning polit ical prisoner . Mrs Budiarj o ,  a Brit ish cit izen 
marr ied to an Indones ian (a ' tapo l ' s ince 19 6 7 )  was herself 
detained for a period o f  some three years be tween 196 7  and 
19 71 . The journal is publ ished by the Brit ish Campaign 

31 

for Release o f  Indones ian Polit ical Pr isoners , 103 Tilehurst 
Road , Wandsworth Connnon , London . 

E . g .  Age , 22 Feb . , 10 and 2 8  May 1969 . 
32 

Age , 10 May 1 969 . 
3 3  

Cf . , e . g . , sp eech b y  M r  Tom Uren , Hon . Deputy Le ader o f  the 
Opposit ion , s trongly attacking o fficial policies on Timar , 
Sydney Morning Herald,  6 May 1 9 7 6 . 
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of  the Commit tee f o r  Indones ian Polit ical Prisoners
34 

while 
holding the office of Liberal Chief Whip . This Committee 
comprised twen ty-five Members o f  Federal Parliament (22  ALP , 
3 Liberal ) together with a st rong trade union representat ion , 
represen tatives from the Australian Council o f  Churches ,  the 
Catholic Worker , the Aust ralian Union of S tudents ,  the 
Nat ional Youth Council and Amnesty Internat ional . Prominent 
critics of Indone s ia ' s  developmen t policies on the Liberal 
s ide in the early 19 70s were Mr Neil Brown (Diamond Valley) 
and Mr Don Chipp (Hotham) . 35 Mo re recently their numbers 
have been swelled by oppo s it ion to de facto recognit ion o f  
Eas t Tima r a s  part of  Indonesia (January 1 9 78) 36 and concern 
over Indones ian military act ion in Irian Jaya . 

Dissen t  has grown among voluntary agencies and church 
group s . This is mainly directed against o fficial support 
for th e s t rategy o f  development being pursued by the Suharto 
government ( c f . Ch . 5 ) , though their interest  in such matt ers 
ranges acro s s  a wide spectrum of Third World count ries . 
However ,  mo re at t·ent ion has b een focused on Indonesia partly 
b ecause of a book by Rex Mortimer and others ent itled 
Showcase Sta te (Mort imer , 1 9 7 3 ) , which has made a s t rong 
impact on the thinking of many voluntary agen c ies and academic 
Indonesian spec ialists , as well as mo re left-wing dissent ing 
groups . Indeed the basic arguments  have f iltered down in 
popular form to many who have never read the book . 

The book has a two-pronged thrust . It begins with a 
crit ique o f  orthodox ' liberal-cap it alist ' models o f  develop
ment by which capit al and skill s are t rans ferred from ' more ' 
to ' less ' developed societ ies , thereby creat ing higher rates 
o f  economic growth . In theory , the gross  l evel s of  inequal ity , 
regional imbalance , unemployment and so forth , which such a 
model entail s should be compensated by a ' trickle down ' 
ef fect even to the poore s t  groups , which would raise general 
l iving standards . In fact ' a  dependency syndrome ' is 
generat ed whereby an in creas ingly wealthy and powerful elite 
all ies itsel f  with st rong overseas interests  to prevent any 

34 In format ion and literature ob tainable from PO Box 3 3 3 , 
Prahran , Victoria . 

35 
Age , 11 Feb . 19 7 0 , and 2 3 ,  24  and 25 July. 1 9 7 3 . Mr ( later 
Senator)  Chipp le ft the Liberal Party in April 19 7 7  and 
was sub sequently act ive in forming the Australian Democrats .  

36 
Age , 23 Feb . 19 78 . 
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effective sharing o f  wealth o r  polit ical power with the 
maj ority of the populat ion . Most  seriously , de finit ion of 
the goals of development by ' lo cal people ' is pre-empted by 
the western orthodox model . This crit ique is then applied 
vigorously to the main areas of  Indon es ian public life - the 
military , the polit ical sys tem and the more grotesque 
consumpt ion p atterns of the urban rich .  In the final 
chapter , Mortimer launches a fierce polemic against 
Pro fesso rs W .  McMahon Ball and H . W . Arndt , whom he sees as 
the leading Aust ral ian ' gurus ' of  wes tern lib eral ism in 
polit ics an d economics respectively . 

Showcase State is not the mo st detailed or concise 
analysis o f  Indones ia ever writ ten . It has nevertheles s had 
cons iderable popular influence , b ecause it refers to a 
situat ion that can eas ily be recognized by casual vis itors 
to Indonesia . Showcase State has succeeded in establishing 
itsel f as the skeleton at many feas t s . Indeed , it seems 
that s ince about 1 9 7 3  Aus t ralian government s  have been 
cast ing around for ways to in corporate re forms in to 
Aust ralian aid and investment policies , without up set t ing 
any lon ger-established dogmas . 3 7  Thi s  t ask has been made a 
lit tle eas ier by some shift s ince 19 7 3- 74 in Indones ia ' s  
o fficial policies and rhetoric in favour o f  greater equal ity . 38 
The January 1 9 7 4  rio t s  in Jakarta39  also raised some ques t ions 
in Aust ralia about Indone s ia ' s  polit ical direct ion and 
stability ,  though such quest ioning was not very pro founa . 40  

Unfo rtunately , most  politicians continue to see  Indone s ian 
affairs as so complex and mysterious that they are b est  
' left to experts ' .  

3 7For example , see official submiss ions to the Senate 
Standing Commit tee on Indus t ry and Trade , which subsequently 
is s ued a report ent itled Prospects for Trade betwe en 
Indo nesia and Australia , Canberra , 19 75 . 

38 ct . Ch . 6  (espe cially pp . 156-8) . 
39Numerous a c co unt s and as s e s smen t s  are available of  the ' 1 5 

January Af fair ' .  As good a summary as any o f  events and 
i ssues is provided by Crouch ( 1 9 74 ) . The Indones ian 
government ' s  ( uno ffic ial ) account may be read in Peris tiwa 
1 5  Januari 1 9 74 ,  Publishing House Indonesia In c . , Jakarta , 
1 9 74 . 

4 0  
Prospects for Trade be twee n  Indonesia and Aus tralia , 
pp . 5 1-2 . 
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The East  Timor i ssue 

The issue of East Timo r brought together all maj or 
dissen t ing group s , while drawing in a wider ran ge o f  public 
opinion than is normally concerned with Indones ian issues . 
Fo r the first t ime s ince 1966  an Australian government 
felt obliged to express public disagreement with Indonesia . 
There was also a s ignificant groundswell o f  anger in both 
part ies . The de fac to recognit ion of East Timor as part o f  
Indon es ia in January 1 9 7 8 ,  though accepted b y  most  politicians 
as in evitable, has further soured at titudes towards her in 
many quarters . Conflict in relat ion to the Papua New Guinea
Irian Jaya border is likely to further st ren gthen ant i
Indones ian feelin g ,  while there will no doub t  be undercurrent s  
of  support both in PNG and Aust ralia f o r  the West  Papuan 
freedom fighters . 

Th ere seems lit tle doubt  that Indonesian percept ions 
o f  Austral ia have also chan ged as a result  o f  t rade union 
bans , protests  and media criticism . 41 The p ersonal rapport 
establi shed b etween Pres ident Suharto and Mr Whitlam has not 
been repeated in the case o f  Mr Fraser , who is  cons idered 
cult urally tmsympathetic t owards Asian count ries . 42  It is 
also argued that he has reorien ted Australian foreign pol icy 
towards Europe and the USA and downgraded the importance o f  
Southeas t  As ia . 4 3  While differences arising from the Timo r 

41Fo r example , a series o f  art icles in the Indonesian Times 
by Thayu Ibnu Sab il about polit ical events in Aus tralia 
during November-December 19 75 provided some curious ins ight s  
into Indones ian percept ions o f  Australian at t itudes towards 
Indonesia . Labor ' s  leftist leanings were cons idered to make 
fo r tm derlying ideological hos t il ity towards Indonesia , 
al though Whitlam was considered mo re sympathetic to As ian 
people than any previous Aus tralian Prime Min ister . The 
Liberals , despite a common ant i-commtmist ideology , were 
cons idered too ' fundamental ist ' in their liberalism to 
unders tand Indones ian society . 

42Maj . Gen . Ali Murtopo has s tated that the Whitlam government 
had a better unders t anding o f  the Indones ian government 
than its  successor (Indonesian Times , 25  Aug . 1 9 7 6 ) . 

4 3 see Girling ( 1 9 7 7 )  for a dis cuss ion o f  the downgrading o f  
Southeast As ia in Aus tralia ' s  overall diplomatic 
priorit ies . 
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dispute have b een patched up a t  the o f ficial l evel a s  part 
o f  a more general restorat ion of normal relat ions , there 
seems lit tle doub t  that the ho st ility displayed by Aust ralian 
public op inion during the Timo r crisis has spo iled relat ion s 
in the longer term and weakened Aust ralia ' s  diplomatic 
credib ility in Indonesian eyes . 

The ro le o f  the Department o f  Foreign Affairs has never 
b een fully estab lishe d ,  but there is little doubt  that it 
has consi stently adopted a pro-Indones ian position , even at 
the height of the cris is (Vivian i , 1 9 7 6 ) . As a result , 
interests  an d p rinciples whi ch have previous ly played an 
important role in Aust ralian diplomacy have been ignored in 
favour of the do ctr ine that friendship with Indonesia over
rides other con s iderat ions , even the principle that decolon
izat ion should b e  achieved through self-determinat ion within 
the framework o f  the UN charter . Internally , calls for 
public inquiries into the deaths of  Australian j ournalists  
and alleged other at rocities in East Timo r have b een strongly 
resis ted by Fo reign Affairs on the grounds of embarras sment 
to Australia-Indon es ia relat ion s , as have effort s to d is cover 
the extent of  Aust ral ian foreknowl edge o f  Indones ian intent ions 
during 19 75 . Clo sure o f  the radio stat ion near Darwin , 
which had been receiving Fre t il in broadcast s ,  raised further 
doub t s  as to  how far internal polit ical right s o f  Aust ralians 
will be sacrificed when this is  considered necessary in 
order to accommodate Indones ia . 

The implications o f  the East Timor experience may well 
be far-reaching . The problem, as one commentator has stated 
it , is that ' Aust ralians generally put the co sts  o f  incurring 
Indonesian hos t ility much lower than does the government , in 
part due to an inflated not ion of Australia ' s  ab ility to 
affect out s ide events  . . . Australian governments will need 
to s t eer a care ful course between the assessment of  cos t s  on 
the Indon �sian s ide and dome s t i c  polit ical cost s .  It is not 
suf ficient to say that Indone sia should no t be antagonized 
at any cost , since domestic opinion in Aust ral ia has the 
capacity to create diff icult ies with Indonesia independently 
o f  the government ' s  s t ance , as the T imer i ssue has demon
st rated (Viviani , 19 78 : 2 6 1 ) . Furt hermore it is important 
to t ake account of latent antagonism towards Indonesia , for 
which evidence is provided by an op inion poll in April 19 7 7  
on att it udes t o  various As ian countries . This showed that 
only 6 p er cent of Aust ral ians con s idered Indones ia ' t rust
worthy ' , 36 p er cent con sidered her ' aggre s s ive ' and only 
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3 8  per cent thought she was ' importan t  t o  Aus tral ia ' .
44 

In practice the Aus tral ian governmen t has gained the 
wor st of  all wo rlds in being vis ibly split from Aust ralian 
public opinion in the eyes o f  Indon es ian leaders . Indones ia 
has b een given no clear indicat ion as to where p rec isely the 
po int would be reached when Aust ral ia would consider her 
vital interes t s  or principles to have b een assaulted to such 
an ext ent as to make the policy of co-operat ion with her no 
longer viable . Given the groundswell of suppo rt in both 
Aust ralia and Papua New Guinea for the West  Papuan freedom 
fighters , Aus tral ia may even tually face a similar dil emma 
if the con flict in Irian Jaya spills over into Papua New 
Guinea . Accordin g  to Rex Mortimer , ' for  Indonesia , the 
Tima r intervent ion does not rep resent a highly except ional 
or isolated event in it s pol icy ' , whi ch cons istently links 
maintenance o f  inte rnal security with ext ending re gional 
in fluence . 45 If this view is co rrect , a piecemeal approach 
aimed at isolat ing an d suppres s ing potent ial areas o f  
conflict o r  resolving crises as they arise will n o  longer 
su ffice and it will be neces sary to take a mo re f undamental 
look at the st ruc ture o f  the r elat ionship b etween the two 
count ries . 

Jmpact o f  aid and development i ssues on Austral ia- Indonesia 
relat ions  

The mat erial presented in the  next two chapt ers indicates 
the variety of ways in which aid programs have been tailored 

44
op inion poll in the Age , 12 April 19 7 7 .  This poll surveyed 
att it udes to eight As ian count ries and indicated that 
negat ive at t itudes to As ian count ries remain widespread in 
Aus tral ia . In view o f  the o ff icial emphas is placed on 
friendly relat ion s with Indones ia , that count ry f ared 
relat ively badly , being cons idered mo re ' aggress ive ' than 
China or  Vietnam and less ' t rus tworthy ' than any other 
count ry except Vietnam. It is unfortunat e that Malays ia 
and Singapore were excluded from this poll , s ince this 
mi ght have given some indicat ion as to  how far factors of 
cultural familiarity (Brit ish background , etc . )  influence 
a t t it ude s favourably re l a t ive to o t he r  As ian count ries . 

45Paper del ivered to a con ference on Aus tral ia and Papua New 
Guinea , Australian Nat ional University , Canb erra , Ap ril 
1 9 7 6 . Quotat ion cited in Vivian i  ( 1 9 7 6 : 2 2 6 ) . 
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to the maintenance o f  smooth diplomat ic relat ions with 
Indonesia . This p riority is also reflected in sub stant ial 
in creases in th e volume of aid which Aus tral ia has channelled 
to Indones ia s in ce 1966 . From the Aust ral ian standpoint , 
such aid places her on a sounder foo t ing in other diplomatic 
deal ings with the Indonesian governmen t . The aid program 
has al so smoothed the path for Australian bus iness investment 
in Indones ia , though it is not clear whether or no t this has 
been a direct aim of Aus tralian policy . 

From Indones ia ' s viewpo int , although Aust ral ian aid 
supp lies only a very small proport ion of her overall 
developmen t need s , it repres ent s evidence of Aust ral ian 
goodwill with the p rospect that her good off  ices may be used 
in a wider context on Indone s ia ' s  behalf . Mo re specifically , 
the aid p rocess draws Aust ralia into a more general concern 
for Indonesia ' s  economic problems and support fo r her 
development plans . However , such concern may prove a double
edged sword , s in ce growing crit icism o f  Indonesia ' s  develop
ment st rategy , both at home and int ernat ionally , has weakened 
the capacity of the aid program to ful fil the diplomat ic 
obj ect ives originally int ended .  

S in ce Indonesia ga ined it s independence , the issues 
which have caused mo st cont roversy between the two count ries 
have b een Wes t  Irian , confrontat ion with Malaysia , and East 
Time r .  Two of these have involved issues of  territ orial 
sovereignty and all three have raised fears in Aust ral ia o f  
Indones ian expans ionism. However , they have n o t  raised 
quest ions of principle as to what does or  does not constit ut e  
unj ust ifiable involvement in another country ' s  domest ic 
polit ics , in the way that quest ion s of aid and development 
do . ( One other i ssue which has caused tens ion s b etween 
Indonesia and Aus t ralia , whi ch al so impinges on the quest ion 
of sovereignty , is the i ssue o f  polit ical prisoners . However ,  
this is in many ways an internat ional i ssue , involvin g the 
United Nations Charter and other internat ional convent ions , 4 6  
such a s  the Charter o f  the Internat ional Labor Organisat ion , 
to which Indones ia is a s ignatory . )  

Some commentators do no t regard Aust ralian aid to 
Indonesia as suf fici ently substant ial to influence relat ions 
between the two countries . This view is cons idered in more 

4 6
cf . , e . g . ' Indones ia at the I . L . O . ' ,  Tapo l ,  Bullet in no . 1 7 ,  
Aug . 1 9 7 6 , pp . 2-3 . 
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detail in the next chapter , but in any case there i s  a sen s e  
in which development is sues are of  a qualitat ively different 
type compared with most is sues involving relat ions b etween 
government s .  In particular , ques t ions o f  nat ional sovere ignty 
are raised whi ch are p eculiarly diff icult to solve . Develop
ment planning requires con stant review o f  administrat ive 
arrangement s  by the countries con cern ed , regular pro fess ional 
and technical exchange b etween specialist s and an ongo ing 
dialo gue about goals and priorit ies . S in ce is sues relat in g  
to development s t rategy are likely t o  remain a prime caus e 
o f  internal con flict in Indonesia for many y ears yet , aid
giving count ries will find it hard to avo id polit ical 
involvemen t .  This is also true for oppos it ion groups in 
tho se countries . In this context the Whit lam Lab or govern-· 
ment ' s  effort s to  res tructure aid priorit ies and organizat ion , 
though only part ially success ful at the t ime , may p rove in 
the long term to have raised i ssues o f  pro found significance 
for relat ions between th e two count ries . 

In 19 72 a Parliament ary Join t  Commit tee on Aust ral ia ' s  
Fo re ign Aid4 7  recommended , inter aZia ,  that greater attent ion 
be paid to the qual it y o f  aid , espec ially its  soc ial impact . 
Cons iderat ion should also b e  given to finan c in g  local cos t s  
o f  p roj ect s . These i ssues were taken up b y  the Whitlam 
government as part o f  a more general pol icy reform stat ement 
in May 1 9 7 5 . Senator Willesee , then Min ister fo r Foreign 
Af fairs , indicat ed the government ' s  intent ion to examine 
more clo sely who benefited from aid pro grams and to recognize 
that ' previous development s t rategies o ften failed to lead 
to an improvemen t in the incomes and welfare of the poorest 
groups in develop ing coun tries . . .  aid will be directed 
increas ingly to assis t ing and rais ing the product ivity , and 
hence the living standards of these groups ' .  A greater 
emphas is would in future b e  placed on rural development and 
related programs . However , Willesee s t ressed that it was 
necessary to 

take as our s tart ing point the fact that the 
develop ing c oun tries themselves have the principal 
respon s ib il ity for the development of their 
countries and the wel fare of their people . . . we 
need first  t o  establish a new fo cus in our 

4 7
Report from the Joint Commi ttee on Foreign Affairs on 
Austra lia 's  Foreign Aid , 19 7 3 : Parliamentary Paper no . 338 , 
Canberra . 



dialogue · with develop ing count ries so that we 
may come t o  mutual agreement on this shift in 
our aid . 4 8  
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Guidelines f o r  Aus tralian investment overseas announced 
in January 19 75  laid down that Aus tral ian investment should 
benefit  the people in recipient count ries , ass is t  local 
ownership and control , ensure good labour relat ions and 
support effect ive environment al policies , and that investors 
should harmon ize their ac t ivit ies with the host  government ' s  
polic ies and development plans . Australian j o int venture 
investment which was accep table in terms of these various 
criteria would be eligible for investment insurance . Such 
insurance was previously limited to investment s  which provided 
export benefits  to Austral ia . 49  

The 19 7 2  Parliament ary Jo int Committee Report al so 
recommended a more sys temat ic evaluat ion of aid programs and 
the uni f icat ion of aid funct ions currently dispersed over 
several departments . This could be effected either by 
st rengthening the exist ing Aid Branch or by establishing an 
autho rity respon s ible to the Minis t er for Fo reign Af fairs . 
The incoming Labor government worked towards the establishment 
o f  the Aus tralian Development Ass istance Agency , with the 
intent ion that aid planning should be carried out by pro
fes s ional specialists  rather than diplomat s .  A comb inat ion 
o f  bureaucrat i c  inert ia , pressures from Foreign Af fairs and 
economy cut s by the Fraser government frustrated these hopes . 
ADAA was abolished as an independent agency in 19 7 7  and 
replaced by a s emi-autonomous Bureau (ADAB) within the 
Department of Foreign Af fairs . 

Finally , it  should be noted that Aust ral ians have a 
relat ively low interes t  in development issues , which to the 
maj ority appear highly complex and intractable . Part of the 

4 8
senator D. Willesee ( then Minis ter for Fo reign Af fairs ) , 
' New directions in Aus tral ia ' s  development ass istance ' ,  
paper delivered at the AI IA Con ference on Aus tral ia ,  Papua 
New Guinea and Southeast As ia , Melbourne , 9-11 May 1975 . 

49  Cf . Prospects for Trade between Indone sia and Aus tralia , 
pp . 5 7-8 , 12 2 .  See al so speech by Dr J . F . Ca irns , Minis t er 
for Overseas Trade , presenting the Export , Finance and 
Insurance Cooperat ion Bill 19 74 , Hansard (House o f  Repres-
entatives) , 30 Oct . 19 74 , 3039-41 ; Aus tra lian Financial 
Review ,  2 3  Jan . 1 9 74 , p . 5 .  



30 

prob lem lies in the diffus e nat ure o f  development issues , 
which do not at t ract press coverage in any cont inuing way . 
It also seems that Australians have a t endency , irrespect ive 
of polit ical ideolo gy , to underrate the impor tan ce o f  issues 
which cannot be easily pre sented in terms of polariz ed con
flict . This is an unfortunat ely superficial approach , both 
b ecause o f  the urgent nat ure o f  poverty in Indonesia and 
because it fails to take in to account the ult imat ely polit ical 
nature o f  such is sues . 



Chap ter 2 

General characteris t ics o f  Australian aid to Indones ia 

This chap ter provides an overview of Australia ' s  aid 
program to Indon esia . It  includes a discuss ion of food and 
commodity aid an d proj ects . (Education and technical assist
ance within Aust ralia are excluded , although some stat ist ics 
are provided in Appendix I . ) Issues which have caused con
troversy include the extent to which aid is or ought to be 
t ied to export s , the emphas is on public ut ili t ies , the role 
of the Australian public sector , the quest ion of aid tying 
and the relat ive merits o f  loans  or  grants . Procedures for 
select ion of proj ects are con sidered in order to ident ify 
the rationale underlyin g  Australian aid programs . Overall , 
assistance to Indon es ia is governed by dip lomat ic constrain t s  
con sidered in the previous chapter and is geared almost  
ent irely towards promot ing the mo dern s ector . 

For purposes of  comparison some data are presented 
relating to Aust ralia ' s general overseas aid program and 
internat ional aid to Indon es ia . The overall geographical 
d i st ribution o f  Aus tralian overseas ass istance i s  indicat ed 
in Table 1 .  

The percentage shares allot ted t o  vario us count ries over 
the years provide some clues about Aust ralian policy assump
t ions and pr iorities . Table 1 shows the high proport ion o f  
Aust ralian as s is tance directed towards Papua New Guinea 
(no rmally around two-thirds of total as sis tance and only twice 
falling below 60 p er cent in the p as t  twenty years ) , the 
shi ft in emphas i s  away from South As ia between 1966 and 1 9 7 2 ; 
the negl igib le share of count ries out s ide the As ian-Pacific 
region and the p redominance o f  b ilateral over mult ilateral 
assistan ce ,  which fell from over 40 per cent in the 194 6-55 
period to between 10 and 15  p er cent in mo st years thereafter . 
Despite o fficial rhetoric about reg ional security and the 
impo rt ance of ASEAN ( the As sociat ion of Southeast As ian 
Nat ions , consist ing o f  Thailand , the Phil ippines , Malaysia , 
Singapore and Indon esia) noted in the previous chapter , the 
share of Austral ian assis tan ce to ASEAN count ries has b een 
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Bilateral 

Indonesia 

Other ASEAN 
count ries 

South Asia 

East As ia 

Papua New Guinea 
and Ocean i a  

Other 
b ilateral 

Total 
b ilateral 

Mult ilateral 
ass is t an ce 

Total ove rseas 
ass is t ance 

Tabl e  1 

�u_s_t_.Ial_ian_ o'!_e_r��-<l_S_ Qe\T!"}SJ_p.!11._e_!"l_ t_ As_s_i_s�_a_I1_C_� _ _  (9_D_A_) _, _ _  1_9_�6_-_7 §_ 
1946-5 5  1956-65 1966  1 9 6 7  1968  1969 1 9 7 0 1 9 7 1  1972  1 9 7 3  1 9 7 4  1 9 7 5  1 9 7 6 1 9 7 7  1 9 7 8  

o .  7 
( - )  

0 . 6  
( - )  

2 3 . 3 
( 1 3 ) 

0 . 2  
( - ) 

8 3 . 4  
( 4 5 )  

0 . 4  
( - )  

108 . 7  
( 5 8 ) 

7 7 .  3 
( 4 2 )  

186 . 0  

12 . 7  
( 2 ) 

2 5 . 3  
( 4 ) 

6 6 . '3 
( 1 1 )  

14 . 6  
( 3 )  

1 . 2  1 . 5  6 . 0  11 . 5  14 . 7 15 . 6  18 . 0  2 3 . 2 2 1 . 4  2 2 . 9  2 4 . 6  2 2 . 5  2 8 . 3 
( 1 )  ( 1 )  ( 4 )  ( 8 )  ( 9 )  ( 9 )  ( 9 ) ( 11 )  ( 8 )  ( 7 )  ( 7 )  ( 6 )  ( 7 ) 

6 . 1  5 . 4  7 . 3  7 . 1  7 . 7 7 . 1  7 . 0  9 . 2  
( 6 )  ( 4 ) ( 5 )  ( 5 ) ( 5 )  ( 4 )  ( 3 ) ( 4 ) 

8 . 5 14 . 1  1 6 . 8  16 . 8  2 3 . 0 
( 3 ) ( 4 ) ( 5 ) ( 4 )  ( 5 )  

14 . 1  16 . 0  15 . 0  1 1 . 2  
( 1 3 )  ( 1 3 ) ( 11 )  ( 7 )  

9 . 5  1 1 . 2  15 . 5  1 3 . 0 2 0 . l 44 . 1  2 8 . 2  2 6 . 6 2 7 . 3 
( 6 )  ( 6 )  ( 8 )  ( 6 ) ( 8 )  ( 1 3 )  ( 8 )  ( 7 )  ( 7 )  

2 . 9 
( 3 ) 

3 .  7 4 . 0  4 . 6  4 . 2  
( 3 ) ( 3 )  ( 3 )  ( 2 ) 

6 . 0  6 . 3  10 . 0  
( 3 ) ( 3 )  ( 5 )  

7 . 0  11 . 4  
( 3) ( 3 )  

7 . 8  4 . 9  9 . 0 
( 2 )  ( 1 ) ( 2 ) 

380 . 8  75 . 5  84 . 5  9 3 . 0  1 02 . 1  1 1 7 . 5  12 6 . 4  1 38 . 4  146 . 4  1 8 1 . 2  1 75 . 9  2 1 9 . 7 2 38 . 9  2 3 7 . 6  
( 6 6 )  ( 6 9 ) ( 6 7 )  ( 6 6 )  ( 6 7 )  ( 70 )  ( 70 )  ( 6 9 )  ( 6 7 )  ( 69 )  ( 54 ) ( 6 3 )  ( 6 3 )  ( 5 7 )  

5 . 5 
( 1 )  

1 . 0  1 . 3  1 . 3 1 . 9  2 . 2  2 . 0 2 . 3  2 . 5 4 . 5  10 . 2  6 . 3 8 . 8 14 . 0  
( 1 ) ( 1 )  ( 1 )  ( 1 )  ( 1 )  ( 1 )  ( 1 ) ( 1 )  (2 ) ( 3 )  ( 2 )  ( 2 ) ( 3 )  

505 . 2  101 . 1  112 . 5  1 2 6 . 7  1 38 . 3 155 . 8  16 8 . 3 18 7 . 5  2 04 . 3 2 4 2 . 8  2 7 8 . 6 303 . 4  318 . 6  3 39 . 3 
( 8 7 )  ( 9 2 )  ( 90 )  ( 90 )  ( 9 1 )  ( 9 3 )  ( 9 3 )  ( 9 4 )  ( 9 3 )  ( 9 3)  ( 85 ) ( 8 7 )  ( 84 ) ( 81 )  

7 6 . 6  
( 1 3 )  

8 . 5  1 3 . 2  14 . 6  1 3 . 4  1 1 . 9  12 . 3  1 3 . 0  14 . 5  1 8 . 0 49 . 6  4 3 . 4 5 9 . 7 79 . 2  
( 8 ) ( 10 ) c 1Ql__l2l__ _ _  0____ Q) _ _ _ � __ CJL �(]J _ __ <_�5l _(1_32_ _Q�R _i!22_ _ _  

5 81 . 8  109 . 6  12 5 . 7  14 1 . 3 151 . 7 16 7 .  7 1 80 . 6 2 00 . 5  2 18 . 8 2 60 . 8  32 8 . 1  346 . 9  3 78 . 3 41 8 . 5  

Notes : Year ends 30 June . Amount s  in $ US . Pe r cen t o f  t o t a l  in b racke t s . 
Tot al overseas assistance f igure is .e._e_r:_ _ _y_�_r - in real terms as per cen t o f  GDP . 

Sourc e s : Stat ist ical and Re search Sect ion , ADM/ ADAB , Canb erra � ( 1 )  Georrr·ap!d c LJ-ist  ri'.lndion of Aus tra l -fon 
Bi w tera l ODA Flows 1945/46-1974/7 ,5; ( 2 ) Functiona l Clas0ificat ion of A u .s trn l ?'.an Of'f-i'.eia l Duvc l op111en t 
A s s i s tance to Less-De ve loped Coun triies ( annual series , 19 75-76  t o  1 9 7 7 - 78 ) . 
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maintained s ince 1 9 6 9  around 10-15 p e r  cent of  total as sist
ance . S ince 1 9 6 6  Indones ia has con s istently ranked second 
after Papua New Guinea as a receiver of Australian aid . 
Howeve r ,  the value of  aid she has rece ived has decl ined in 
both real and relat ive terms s ince the high poin t  reached in 
19 73 . While variat ions occur due to the system o f  three-
year budget ing , sin ce 19 74-75 it  appears that , informally , 
a policy has b een op erat ing o f  maintaining aid to Indon esia 
in the region of 7 p er cent of the total . Certainly any 
sharp drop would b e  d iplomatically embarrass ing , but any 
marked shift in favour of  Indon esia would very likely encounter 
domestic crit ic ism. 

Some interes t ing shift s  in emphasis were emerging towards 
the end o f  the Whitlam administrat ion , notably the swing 
back in the share o f  ass is t ance directed towards South As ia , 
the fall in Papua New Guinea ' s  share , the beginnings o f  
int erest in ass istance to African coun t ries and the increas ing 
share o f  mul t ilateral assistance . Subs equently Papua New 
Guinea ' s  tradit ional pos it ion has b een restored and South 
As ia ' s  share reduced to near pre-1 9 7 2  levels , though the 
shift in favour of mul tilateral aid has p ersisted . 

In the f ir s t  decade o f  Aus tralian overseas development 
ass is t ance , ove r 40 per cent was given in mult ilateral 
ass is t ance . At that stage , the local arms o f  various United 
Nation s  bodies , together with some lively new agencies 
emerging in the voluntary sector , l were relat ively more 
influen t ial in shaping the aid pro gram than has sub sequently 
been the case comp ared with bus iness and bureaucrat ic inter
ests . Emphas is on South As ia , espec ially India , was st rong 
un t il the mid-1960s , varyin g according to her requirements  
for grain imports - a policy which she reversed from about 
1 9 6 7  onwards . Also , internat ional di scuss ion o f  world 
poverty concentrated a great deal on India during the 1950s 
an d early 1960s , largely for Cold War reasons . After 196 7 , 
however ,  Aus t ralian interest  swit ched sharply in favour o f  
Southeast As ia , espec ially Indones ia , and this shift in 
priorit ies was soon reflected in the aid program . Intere s t  
in South As ia revived initially because o f  the upheavals in 
Bangladesh in 1 9 7 1 , followed by a sharp increase in demand 
for grain import s  b y  all South As ian count ries . I t  should 

1Henry (1970 ) probably provides the most  comprehens ive 
coverage available on Australian overseas aid agencies during 
the 1950s and 1960s . 
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also be noted that Whitlam was concerned to b alan ce the role 
of  China , Japan , Southeast Asia and India in Aust ralian 
policy , 2 while apprecia t ing the relevance o f  India if  
Aust ralia was to pursue a foreign policy o f  ' non-alignmen t ' .  
This policy was reversed by Fraser , who al so made cuts in 
Aust ralian aid t o  India . 

Internat ional aid to Indonesia 

Table 2 in dicates the t rend o f  foreign aid to Indonesia 
s ince the estab l ishment o f  the IGGI  ( In ter-Governmental 
Group fo r Indones ia) consort ium in 19 6 8  un t il 1 9 7 6- 7 7 . IGGI 
was set up under World Bank auspices for the purpo s e  of co
ordinat ing aid to Indones ia .  Aust ralia ' s  share of IGGI aid 
has remained constant at around 3-4 p er cent . It might be 
concluded that Aust ralian aid is ins ignificant in relat ion 
to Indones ia ' s  to tal development program , but such a con
clus ion ought to be qualified . 

Firs tly , the maj or con tributors to IGGI have b een the 
World Bank , the Asian Development Bank , the Uni ted St ates 
and Japan . Australia holds her own among the middle- s ize  
group o f  IGGI dono rs . Indon es ia t ends to regard IGGI aid as 
a package . Thus the view of any memb er country may well 
in fluence other memb ers . In this context , Aust ralian claims 
to have exerted in fluence at IGGI meet ings in favour o f  
greater genero s ity t o  Indones ia may well have some basis in 
fact , 3 though it  should be noted that such claims are not 
compat ible with argument s  that withdrawal o f  Aust ralian aid 
would have no in fluence . In any case , competit ion b etween 
donor count ries o f fering a range o f  skills and assistan ce 
enhances Indone s ia ' s  overal l bargain ing po s it ion . 

2
This view was p ut forward by Bruce Grant , Aust ralian 
Ambas s ado r to India under the Whitlam governmen t , in a 
lecture to the As ian S tudies Associat ion o f  Aust ralia , First 
Nat ional Conference ( South Asia Section ) , Melbourne , May 
19 76 (no publ ished paper) . 

3
Mr Whitlam is known ( from Brit ish Fo reign Office source s )  
to  have placed s t rong p ressure o n  Britain at t h e  Commonwealth 
Con ference in Jamaica in April 1975 to restore cut s  in aid 
to Indonesia init iated by Mrs Judith Hart , Minister for 
Overseas Development . Mrs Hart was relieved of her port folio 
on this issue : c f . Tapo Z ,  Bulletin no . 10 ,  June 1975 , p . 2 ,  
and no . 14 ,  Feb . 19 76 , pp . 4 ,  8 .  
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IGG I aid commitmen t s  ( p ledged in Ap ril f o r  forth coming f inan c ial year ) , 1 9 6 9 / 70- 19 7 8 / 7 9  ( $USm . ) 

Aus t ralia 

C anada 

France 

We s t  Ge rmany 

Japan 

Netherland s  

Un i t e d  Kin gdom 

Un i t e d  S t at e s  

Asian Develop-

1 9 6 9 -7 0 

2 0 . 8 ( 4 )  

1 . 8 ( - )  

1 6 . 4 ( 3 )  

2 7 . 0 ( 5 )  

1 2 0 . 0 ( 2 2 )  

4 0 . 3 ( 8 )  

4 . 8 ( 1 )  

2 3 5 . 9 ( 4 4 )  

1 9 7 0 - 7 1  

1 9 . 0 ( 3 )  

3 . 0 ( 1 )  

15 . 0 ( 3 )  

34 . 7 ( 6 )  

140 . 0 ( 2 5 )  

34 . 7 ( 6 )  

6 . 7 ( 1 )  

2 2 5 . 0 ( 39 )  

1 9 7 1 - 72 

2 0 . 0 ( 3 )  

8 . 0 ( 1 )  

2 0 . 5 ( 3 ) 

4 1 . 1 ( 7 )  

155 . 0 ( 2 5 )  

36 . 6 ( 6 )  

2 3 .  3 ( 4 )  

2 15 . 0 ( 34 )  

19 72 - 7 3  

2 4 . 4 ( 3 )  

16 . 7 ( 2 )  

2 0 . 6 ( 2 )  

4 6 . 8 ( 6 )  

1 8 5 . 0 ( 2 6 )  

44 . 2 ( 6 )  

2 6 . 1 ( 4 )  

2 0 3 . 0 ( 2 8 ) 

1 9 7 3- 7 4  

2 3 .  8 ( 3 ) 

1 3 . 0 ( 2 )  

2 5 . 3 ( 4 )  

5 7 . 0 ( 8 )  

180 . 0 ( 2 5 )  

5 1 . 7 ( 7 )  

2 9 . 8 ( 4 )  

1 50 . 0 ( 2 1 )  

1 9 7 4 - 7 5  

3 3 . 9 ( 4 )  

1 8 . 0 ( 2 )  

3 7 . 0 ( 4 )  

7 3 . 0 ( 8 )  

1 5 0 . 0 ( 1 7 )  

66 . 0 ( 7 )  

n . a . 

1 7 6 . 0 ( 2 0 )  

1 9 7 5 - 7 6  

34 . 0 ( 4 ) 

40 . 0 ( 4 )  

n . a . 

42 . 5 ( 5 )  

140 . 0 ( 1 5 )  

52 . 0 ( 6 )  

2 5 . 3 ( 3 )  

5 0 . 0 ( 5 )  

1 9 7 6- 7 7  

38 . 0 ( 3 )  

3 3 . 0 ( 3 ) 

33 . 0 ( 3 )  

38 . 0 ( 3 )  

1 3 3 . 0 ( 12 )  

4 5 . 0 ( 4 )  

10 . 0 ( 1 )  

9 9 . 0 ( 1 )  

1 9 7 7 - 7 8  

35 . 3 ( 3 ) 

3 3 . 1 ( 3 )  

n . a . 

5 8 . 6 ( 5 )  

189 . 6 ( 1 6 )  

n . a . 

9 . 8 ( 1 )  

14 7 . 6 ( 12 )  

1 9 7 8- - 7 9  

4 0 . 0 ( 2 ) 

1 8 . 0 ( 1 )  

40 . 0 ( 2 )  

1 2 3 . 0 ( 8 )  

2 5 6 . 0 ( 1 6 )  

60 . 0 ( 4 )  

1 2 . 0 ( l )  

1 8 6 . 0 ( 1 1 )  

ment Bank 10 . 0 ( 2 ) 2 5 . 0 ( 4 )  2 5 . 0 ( 4 )  31 . 0 ( 4 )  80 . 0 ( 9 )  1 2 0 . 0 ( 1 3 )  1 2 0 . 0 ( 1 1 )  1 5 0 . 0 ( 1 3 )  204 . 0 ( 1 3 )  

IBRD ( World 
Bank) 

Other coun t r ie s  

5 2 . 0 ( 1 0 )  

7 .  2 ( 1 )  

5 36 . 2  

6 4 . 0 ( 1 1 )  

4 . 0 ( 1 )  

5 7 1 . 1  

80 . 0 ( 1 3 )  

n . a . 

6 2 4 . 5  

1 4 5 . 0 ( 2 0 )  

1 1 . 8 ( 2 )  

72 3 . 6  

1 3 3 . 0 ( 1 9 )  2 5 0 . 0 ( 2 8 )  4 00 . 0 ( 4 3 ) 5 5 0 . 0 ( 4 9 )  

1 7 . 0 ( 2 )  1 5 . 8 ( 2 )  16 . 2 ( 2 )  1 3 . 0 ( 1 )  

8 9 9 . 7 9 2 0 . 0  1 1 1 2 . oh 

a Exc lude s $ 1 60m . f o o d  a i d ,  f o r  which coun t ry b re akdowns are n o t  available . 

5 5 0 . 0 ( 4 6 )  66 2 . 0
c

( 4 1 )  

1 9 . 7 ( 2 )  1 8 . 0 ( 1 )  

1 6 19 . 0  

b Other loans were n e go t i at e d  f rom comme rcial s ources t o t al l in g  $ 1000m . in 19 7 6- 7 7  and $ 6 00m. in 19 7 7 - 7 8 .  Loan s  were 
ag reed with East Euro p e an and Middle East coun t ries t o t al l in g  $ 2 80m. in 1 9 7 6- 7 7  an d $ 2 5 8m .  in 1 9 7 7 ··· 7 8 .  

c In cludes $ 1 2 . 4m .  f rom Un i te d  Nat ions Development P rogramme . 

Sourc e : De p t  of E conomi c s , Re s earch S chool of Pac i f ic S t ud ie s , Aus t ral ian Nat ional Unive r s i t y ,  ' Survey of recent deve lopmen t s ', 

Bul le tin of Indonesian Econorrric Studies ( t ri-annual ) ,  1 9 69 - 7 7 .  
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Secondly , Austral ian aid t akes the form ent irely o f  
grant aid . In this she is unique among IGGI donors . While 
Indon es ia ' s  poli cy is bas ically opposed to aid-tyin g ,  this 
fact t o  some exten t  o ffset s potent ial hos t ility . 

Request s fo r aid ar e init iated by the Indonesian 
Planning Connni ss ion (Bappenas ) .  These are processed by the 
Wo rld Bank ( IBRD) which sponsors the IGGI consort ium 
meet in gs . 4 These provide a forum for as sess ing Indonesia ' s  
overall economic needs and more recently for crit iciz ing her 
development s t rategies . S in ce the 15 January Affair ( 1 9 74 ) , 
Holland has been esp ecially crit ical on this s co re to the 
extent o f  cut t ing aid substant ially in 1 9 75-76  and 19 76- 7 7  
and hin t ing a t  further cuts . The USA has followed an errat ic 
course s ince that time , with Con gress  display ing sen s it ivity 
in relat ion to i ssues such as corrup t ion , human right s and 
Indonesia ' s invas ion o f  Eas t Timer , as part o f  a more general 
po st -Vietnam react ion towards involvement in Southeast As ia . 
However , cuts in economic aid , which have been partly o ffset 
by increases in mil itary aid , 5 are most  probably influenced 
by general economic condit ions , in part icular the sharp 
increase in Indonesia ' s  o il revenue . 

Despite shifts  in compos it ion , the ris in g  IGGI as s is tance 
indicates the ove rall support which Indonesia cont inues to 
enj oy . In creased ass is t an ce from the As ian Development Bank 
and the World Bank reflects  Indones ian pressure for a greater 
untyin g  of  aid . It also serves to cushion her economic 
plans  from mount in g  pol it ical crit icism within IGGI memb er 
countries . This t rend has b een strengthened by the one 
b illion dollar loan from commercial sources which was added 
to her aid est imates for 19 76-7 7 .  Indonesia is further 
covering h er risks by n ego t iat ing credits  with Middle Eastern 
an d  East European count ries . 

4The Wo rld Bank ' s  o ffic ial view o f  its pol icies an d  procedures 
is provided in its  own pub li cat ion , Ques tions and Answers , 
Washington , D . C . , March 1 9 7 6 . See also annual report s by 
the Bank ' s  P re s i den t , Rob ert McNamara . A h i ghly crit ical 
account o f  the Bank ' s  operat ions i s  provided by Hayter (19 71 ) . 

5us military aid ro se f rom $2 3 to  $41 m. in 19 75- 76 and f rom 
$41 to $ 5 8  m.  in 19 76-7 7 :  Tapo l ,  Bullet in no . 21 ,  pp . 2 ,  11 . 
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Direct ion o f  Aust ralian aid to Indones ia 

Table 3 provides a sectoral breakdown of Aust ralian 
assistan ce t o  Indon es ia . These figures show a trend in 
favour o f  public ut il it ies and other capital works proj ect s 
and a sharp decl ine in food and connnodity import s from 72 
p er cen t  o f  to t al aid funds in 19 70- 7 1  to  2 1  per cent in 
19 75 - 7 6 . The level o f  allocat ions to educat ion , health and 
soc ial welfare has remained low , though to some extent 
boundaries between sectors are art if icial , as  will become 
apparent from subsequent d is cussion o f  agricultural proj ect s . 
Some technical assis tance , related to specific pro grams and 
proj ect s ,  is inc luded in sectoral allocat ions though train ing 
in Australia is  included in the  educat ion sector . 

Connnodity and food aid 

The Bonus Export/ Devisa Kredit (BE/DK) system ,  init iat ed 
during the early New Order period , was phased out in 19 74-75 . 
Under this sy stem Indones ia was credited with given amount s  
o f  Australian curren cy which were then sold t o  Indones ian 

6 
importers for purchase o f  Austral ian goods and connnodities . 
These were selected from a l i st agreed between Bappenas and 
the World Bank , and Australian exporters were subsequently 
reimbursed from aid funds from this accoun t . Items commonly 
purchased from BE/DK funds were raw materials for industry 
such as aluminium , steel , t in and z inc products , machinery , 
transport equipmen t , spare parts and chemicals .  The 
Indones ian government was ass isted through a connnodity aid 
package , dis t inct  from aid to th e Indonesian private sector -
a dis t inct ion which has proved d ifficult to sustain in 
pract ice . Items mos t  commonly included were fert il izers , 
motor vehicles , carbon black , s teel product s ,  rice and cotton . 
BE/DK aid has now b een ent irely phased out . The 1975-76  
f igure includes mos tly food aid and probably some res idual 
rice and commodity ass is tance to the Indones ian government . 

Several factors have inf luenced the provis ion and 
subsequent withdrawal of BE/DK ass istance , as is evident 
from the following excerpt from ADAA ' s Submiss ion to the 
Senate S tanding Commit tee on Industry and Trade in April 
1 9 7 5 : 

6
cf . Wilkinson ( 19 7 6 : 246-5 3 )  for a discus sion o f  BE/DK aid . 



Development o f  public 
ut ilit ie s/planning 
and administ rat ion 

Agriculture , fo rest ry 
and fishing 

Indus t ry ,  mining,  
const ruc t ion 

Educat ion , health 
and social wel fare 

Other 

Not allocable bl sector 

Cont ribut ions to finance 
food an d  conunodity 
impo rts / emergency 
relie f 

1946 
to 1 9 70 

12 . 3 (2 5 )  

2 . 4 (4 )  

a 

7 . 4 (16 )  

2 . 1 (4 )  

1 9 71 

2 . 3 ( 1 5 )  

0 . 6 (4 )  

a 

0 . 9 ( 6 )  

0 .  5 ( 3) 

�4 . 3 (5Q2__ 11 . 3 ( 7n_ 

48 . 3  15 . 6  

Table 3 - ---

1 9 72 19 7 3  1 9 74 

4 . 3 (2 4 )  8 . 1  ( 35 )  6 . 9 ( 32 )  

1 . 3 ( 7 ) 0 . 4 ( 2 )  0 . 5 ( 3) 

1 .  0 (4 ) a 

1 .  3 ( 7 ) 1 . 4 ( 6 )  1 .  3 ( 6 )  

0 . 1 (1 )  a a 

11 . 0 (61 )  12 . 6 ( 54)  12 . 6 (59 )  

18 . 0  2 3 . 2  2 1 .  3 

1975  1976  1 9 7 7  1 9 7 8  

9 . 9 (4 3 )  10 . 9 ( 4 5 )  9 . 2 (41 ) 11 . 6 ( 4 1 )  

2 . 2 (10)  6 . 8 (2 8) 6 .  9 ( 3� )  8 . 2 (2 9 )  

a a a a 

1 . 5 ( 7 )  1 . 6 ( 6 )  1 . 8 (8 )  2 . 4 ( 8 )  

a a a a 

2._. 2 ( 401_ _��2 1 )  _ _  �J�OL__2: 9 (2 1 )  _ 
2 2 . 9  24 . 6  2 2 . 3  28 . 3  

- -- -- ·- - -- -- - --- - - - -- - -- � - - - -- ----- - --- --- ------
Notes : Year ends 30 June . Amounts in $Aust ral ian . Pe r cent of total in bracket s .  

a Negligible . 

Source : Functiona l Classification of Aus tra lian Officia l Deve lopment Assistance to Less-Deve loped Countries .  



The Devisa Kredit ( DK) arrangement no doubt led 
to an inc reased array of Aust ralian exports  to 
Indone s ia . The purpose of  the arran gement was to 
enable Indonesia to  increase its  essen t ial import s 
for development purposes without creat ing an 
addit ional foreign exchange burden . The tying 
provis ions benef ited Australian expo rters directly , 
and ind irectly benefited Aust ralian non-assisted 
exports  by acquaint ing Indonesian markets with 
Australian pro duc t s  and creat ing further demand 
for complementary or  replacement pro ducts . DK has 
now b een phased out due to  Indones ia ' s  diminished 
need for balance of payment s  support . The shift 
in the Aust ral ian aid programme towards increased 
aid act ivity ' on the ground ' in Indonesia will 
provide greater s cope for aid programmes which are 
of innnediate benef it to the poorest areas in 
Indonesia . 

The derived demand created for Aust ralian exports 
will undoub tedly pers ist to some extent although 
we note the view of the Department of Overseas 
Trade expressed in it s s ubmiss ion that the 
expansion o f  Aus t ralian exports to Indones ia is 
now virtually independent of non-commercial 
facto rs such as aid . 7 

39  

Devisa Kredit assistan ce attracted criticism within 
Australia , on the grounds that it emphas ized promot ion o f  
Australian exports and fac ilitated middle class consumer 
spending (McLean 1 9 7 2 , 19 74 ) . In any case , Indonesia ' s  need 
for general balance of payments suppor t  became less urgent in 
view of her increased oil revenues . The is sue became a bone 
of contention during the hearings by the Parl iamentary j oint 
Connnit tee on Fo reign Af fairs on Aust ralia ' s  Foreign Aid . 8 

The Indones ian government operated four categories o f  imports 
under the DK scheme - A,  very essent ial goods ; B ,  essent ial 
goods ; C ,  les s  essent ial goods ; D ,  luxury goods . Aus t ralia 

7
ADAA submi ss ion to Senate Standing Commit tee on Industry 
and Trade , Hansard ( Record of  Committee Hearings ) ,  24  April 
1 9 75 , p . 1200 . 

8 
Report from the Joint Commi ttee on Foreign Affairs on 
Australia 's Foreign Aid, 19 7 3 ,  pp . 36-9 ( Sect ions 3 . 3 . 1-
3 . 3 . 10 ) . 
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confined it s as sistance to the A and B l i st s . Nevertheless , 
impo rt s o f  machin ery , equipmen t and raw material s  can b e  used 
to produce les s essent ial consumer items or to establish the 
in fras truct ure fo r their product ion , while it ems such as 
motor vehi cl es and milk powder have b een imported with 
Aust ralian aid funds . The not ion o f  what is an ' essent ial ' 
import depends en tirely on the view t aken o f  Indones ia ' s 
developmen t plans and priorit ies . 

Food aid to Indonesia has cons isted mainly o f  wheat , 
but some rice has also b een suppl i ed . It i s  o f f ic ially 
con ceded that such food aid has helped to promote Aust ralian 
wheat export s to  Indonesia . Acco rding to ADAA ' s  submi ss ion 
to the Senate Standing Commit tee on Indust ry and Trade in 
1 9 75 , 

as a source o f  food aid , part icularly wheat , 
Aust ralia is now established as a t radin g  partner 
with Indon es ia in that commodity . Australian food 
aid may eventual ly be phased out en t irely . However ,  
as o ther aid donors also reduce their food aid 
allocat ions , Indonesia ' s  commercial requiremen t s  
for food grains  will in crease . Aust ralia would 
presumably be in a good pos ition to supply a part 
of these import n eeds , espec ially wheat , due to 
cheaper freight cos t s  from h ere than from othe r  
poten t ial suppl i ers (ADAA Submi ss ion , p . 1200) . 

P ress in g  the argument s t ill further ,  it was claimed that 

we have tended to give wheat aid to Indones ia even 
though it is a rice consumin g count ry . We have 
actually affected the consumer t astes o f  Indonesian s  
t o  the extent  o f  enj oying and accep t ing wheat b read 
as an alternat ive s t aple ( ib id . : 1208) . 

However ,  it was s t res sed that in the early years food aid to 
Indonesia was in the fo rm o f  flour : 

When the Indones ian authorities proposed the 
estab l ishment of a flo ur millin g indust ry ,  it did 
not cause a great deal of j oy amongst our own 
flour millers , but no impediment was put in the 
way of Indones ians est ablishing their own mill ing 
indust ry ( ib id . : 12 1 1 ) . 
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The 19 7 3  Parliamentary Report pointed out several 
poten t ial disadvantages of food aid to recipien t  count ries 
which 

can somet imes act as a dis incent ive to local food 
product ion in that agricultural pro duct ion may 
receive a lower priority in governmental obj ect ives . 
Food aid may affect lo cal market prices so that 
local product ion is disadvantaged (Report on 
Aus tralia 's Foreign Aid : 4 0) . 

It  can also  have adverse effect s on inte rnat ional t rading 
patterns . Many connnent at o rs have argued that low food 
p rices in urb an areas , where food import s  are mos t ly consumed , 
have a regres s ive effect on the int ernal dis t ribut ion o f  
wealth det riment al t o  rural areas ( e . g .  Krishna , 196 7 ;  Booth , 
19 75 ) . Nevertheless , Aust ralia has felt obliged to adj ust 
h er policies in this field in line with Indones ia ' s  priorit ies . 

The economi c impact o f  aid on t rade is dis cuss ed in 
Chapter 4 .  From the diplomat ic standpoint o f  promoting 
goo d  relat ions with Indonesia , i t  is importan t  not  to p ress 
Aust ralian connnercial in terests  too hard . In this cont ext , 
aid should not be t ied too clo sely to purchase o f  Aust ralian 
export s .  S tatements by ADAA quo ted earlier should not be 
t aken l iterally and should be seen in part at  least as a 
p loy t o  keep the business connnunity quiet . Cynics point out 
that both set s of interests  can usually be recon c iled , due 
to the way that the Suharto government has harmon ized its  
overall st rategy with that of  western business interest s . 
However , there have been enough in stan ces where the Aust ralian 
government did not  press the case for part icular Aust ral ian 
bus iness interests  to indicate that d iplomat ic priorit ies 
remain paramount where any conflict arises . 

Public  ut ilit ies emphas is in proj ect aid 

Table 4 shows t hat most public ut ility proj ect s have 
b een in the fields of water  supply , connnunicat ions , t ransport 
and n avigat ion , with growing emphasis on the l atter field in 
recent years . Two water s upply proj ect s have b een undertaken 
at Bogo r  (West  Java) an d  Den Pasar (Bal i ) ; further proj ect s 
are b e in g  p repared at Cilacap ( Cent ral Java) and Tanj ung 
Karang (Lampung) . As sistan ce in the field o f  commun icat ions 
has b een geared towards two maj o r  programs , the Aeronaut ical 
Fixed Telecommunicat ions Network (AFTN) , which links together 
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Table 4 

Aust ral ian ass istan ce to Indones ian public ut ilit ies , 
1 9 72 / 7 3-19 76 / 7 7  ( $A ' OOO ) 

Public  util it ies 

Water supply 

Conmmn icat ions 

Transpo rt an d  

Other 

Sect o r  total 

19 72 - 7 3  19 7 3- 74 19 74- 75 19 75-76 19 76- 7 7  

2 , 5 81 

2 , 85 0  

2 , 6 30 

39 

8 , 100 

796  

2 , 540 

3 , 4 82 

12 

6 , 830 

2 , 2 15 

2 '  72 3 

4 , 761 

2 

9 2 8  

1 , 9 84 

7 , 815 

3 

9 , 701 10 , 7 30 

2 82 

1 , 424  

7 , 306 

9 , 012 

Sources : ( 1 )  Senat e S tanding Connnittee for Indus t ry and 
Trade , Prospects for Tra<ie be-tween Indonesia and 
Aus tralia , Canb erra , 19 75 , p . 66 ( Tab le 5G) ; ( 2 )  
Functional Class ificat ion o f  Aust ralian Official 
Development As s is t an ce to Les s  Developed Count ries . 

maj o r  airfields in Indonesia,  with ext ernal l inks to S ingapo re 
and Aust ralia , and the Aust ral ian Tele connnunicat ions Miss ion 
p roj ect (ATM) . Maj o r  p roj ect s in t ranspo rt and navigat ion 
have included assistance fo r upgrading Indones ian railways , 
port development at Cilacap and complet ion o f  a p ro gram b egun 
during the S ukarno era relat ing to public t ransport in 
Jakarta .  The road const ruct ion p ro gram in Wes t  Kal imantan 
(Kalbar) is likely to develop into a maj or power , irrigat ion 
and port development complex . This p rogram has a military 
security aspect relat ing to the insecure border area with 
East Malaysia , as does the $6  m.  geologi cal survey program 
in Irian Jaya . The $12 m .  program for supplying electrif ic
at ion equipment for some twenty cit ies in Sumatra and 
Kalimant an  begun in 19 7 7  is linked to a larger  connnercial 
venture in this field , supported by government export credit 
insuran ce ( cf . p . 9 9 ) . 

Apart from assistin g  the Bio Farma Ins t it ute , Bandung 
(West  Java) , in the product ion of vaccines and serums , 
Aust ralia has had no involvement in the field o f  public 
health . Establishment of an intens ive- care wa rd at the 
Dokt er Cipto Hos pit al , Jakarta , is likely to serve the needs 
of  a relat ively affluent clientele . 
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In agriculture , Aus tralian as sistance has b een concen
trated in higher educat ion and research , part icularly in 
an imal husbandry . Programs for upgrading animal health have 
b een geared p rimarily towards expansion of cat tle ranching 
and export programs spon sored by the World Bank in Eas tern 
Indonesia . Since 19 7 3- 7 4  ADAA and ADAB have b een anxious 
to demonstrate an emphas is on agriculture . In the case o f  
the Serayu River Survey in Cent ral Java , ADAA stated that 

Australia will be seeking closer integrat ion o f  
it s cap ital intens ive proj ects with ' people 
cen tred ' p rogrammes aimed at improving rural 
product ivity and rais ing living s t andards . . . 
in close co-ordinat ion with the Indones ian 
Government progrannnes fo r regional development 
. . . By a s eries of  relat ively s imple improvement s  
an d  arranging greater evenness o f  consumpt ion 
between farmers . . .  cons iderable increases in 
agricultural production could be achieved , with 
possib ly two crops a y ear in many places and an 
extens ion o f  the area irrigat ed (ADAA Submiss ion : 
12 1 3-14 , 1 2 1 7-1 8 ) . 

The Cimanuk River Survey of hydro-electric and irr igat ion 
poten t ial in Wes t  Java is o ften described o fficially as an 
agricultural proj ect . The Kalbar proj ect was conf in ed 
originally to road con st ruct ion . ADAA claimed later that 
Australia was asked to look at the provin ce ' s  overall 
resources , as a resul t  of  which plann ing was redirected 
towards agricultural development ( ib id : l218) . These claims 
are probably most j ust ified in the case o f  Serayu , where 
expert ise in agricultural economics  was built into the survey 
team from the out set , but in any case all three are mult i
purpose proj ect s with an emphasis  on capital works . It 
should be borne in mind that unless careful account is taken 
o f  rural social struc ture and lo cal administrat ion , large
scale irrigat ion s chemes tend to aggravate income inequal
ities ( Booth , 1 9 7 7 ) . 

Several explanat ions can b e  of fered for this emphas is 
on public ut ilit ies . Many would claim that Australia is 
building up an infrastructure favourable to the same type o f  
sc ient ific and indust rial growth pattern she i s  herself 
pursuing , thereby as s is t ing her investmen t and exports .  
However , Aust ralia cannot pursue such goals unilaterally , 
s ince primary respon sib ility for economic planning in 
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Indonesia res t s  with Bappenas , ass isted by the World Bank . 
Nevertheless , the pat tern of development to which the IGGI 
consort ium has consistently given it s b lessing does certainly 
emphas ize these types of  capital works . Aust ralia plays a 
smal l  part in promo t ing this st rategy , with corresponding 
respon s ib ility for i ts successes and failures . However ,  
such public ut il it ies are general purpose in nature and have 
only marg inal and ,  the Australian government would claim,  
in cidental usefulness for expor t s  and inve stment s by 
Aust ralian companies . 

The mo st obvious reason for emphas izing public utilit ies , 
apart from the fact th at they reflect Indones ia ' s  own 
prio rit ies , is that , as a modern indust rial soc iety , Aus t
ral ia ' s  skills and resources are greatest in these f ields . 
Although such arguments may b e  used rather blandly and 
although every aid-giving country has a natural tendency to 
export it s own technology and inst itut ion s , such con sider
ations cannot b e  dismissed lightly . The important issue is 
whether Aust ralia has the will and capac ity to adapt to n ew 
f ields o f  act ivity , more capable o f  promot ing employment and 
rural development .  

There is . little evidence that the changes in aid organ
izat ion and o f ficial priorit ies effected under the Whit lam 
administ rat ion have produced any pract ical shift in emphas is . 
On the contrary , recent  n ew proj ects in such fields as water 
supply and electrificat ion represent an inten s if i cat ion of 
previous pat t ern s . This als o  app lies t o  the s chemes des
cribed earl ie r which have b een repackaged as agricul tural 
programs . Official claims that aid programs have b een re
directed in favour of rural development and employment 
creat ion seem ent irely ad ho e and there is lit tle or  no 
evidence of any actual s t riving for these goals . 

Role o f  the public sector 

The Australian pub lic sector has b een accorded a dominant 
role in the f ield o f  p roj ect aid . 9 This may have b een the 
resul t  of deliberate pol icy but also  springs from adminis
trat ive convenience in working with Indonesian public enter
prises . An imp o r t ant effect has b een t o  exclude the 

9However ,  it appears that the Fraser governmen t aims to 
allow · p rivate consultan�s a greater role in the aid 
pro gram . 
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Australian private sector from many programs . The privat e 
sector obj ect s  that the government does not feel obl iged 
to promote Aust ralian trade via aid programs . This , they 
claim ,  is unrealis t i c  in view of the policies of other 
governments , not ably the Japanese . However , the government 
insists  that this is not the fun ct ion o f  aid , although 
companies do have opportunit i es to tender for supply o f  
sp ecific items o f  equipment and in the case o f  some proj ects , 
such as water supply , to act as consultant s .  Any other 
advantages derived by Aust ralian companies , it is claimed , 
should be seen as inc idental to  the overall development 
process which aid pro grams are des igned to as sist . 

The role played by the Aust ralian public s ector seems 
des igned to kill s everal b irds with one stone . Public cor
po rat ions in s everal f ields have ass isted proj ect s  in Third 
World countries . Little is known about the int ernal economic 
or organizat ional costs involved , though the need to f ind 
uses for excess capacity and technical skills probably plays 
a part . In the case o f  the Snowy Mountain s  Engin eerin g  
Co rpo rat ion ( SMEC) , whi ch was derived from t h e  o l d  Snowy 
Mount ains Autho rity and which has undertaken proj ects in 
Thailand and Malay s ia as well as the Cimanuk River survey in 
West Java , a team o f  proven capacity has b een kept togethe r .  
At the same time such aid proj ect s  can b e  j ustified t o  the 
Aust ralian pub l ic as ' practical ' ,  while protect ing the 
government from charges of collus ion with busines s  interes t s . 
While Aus tralian compani es may pick some crumbs from under 
th e t able ,  aid authorit ies can avo id detailed involvement 
with their bus iness op erat ion s .  

Final ly , one suspects that the government feels b et ter 
ab le to exercise control by op erat ing through the public 
sector.  Mist rust o f  Indon es ia ' s  admini st rat ive capacity runs 
deep in the Aust ralian b ureaucracy and body polit ic . This 
results  in a s t rong didact ic emphas is on ' pract ical t raining ' 
which runs through the whole aid p rogram .  The issue o f  
control also influen ces policy in disbursement o f  aid funds . 

Aid-tying 

Aid is t ied to p urchases from Aust ralia to the ext ent 
o f  a minimum o f  two- thirds o f  the overall value o f  equipment 
supplied , providin g  Aust ralian sources of supply are available . 
Crit icism is often less harsh on this s co re against Australia 
because aid is in grant fo rm ( i . e . non-repayable) , though 
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co st s to  the Aus tralian taxpayer are correspondingly higher 
b ecause of the high t ariffs protecting Aus tralian manufact
urin g  indust ry . 10 Despite st rict tenderin g pro cedures , 
Aust Lal ian bus iness does benefit , and it is certainly argu
able that Indones ia should b e  given the chance to ob tain 
suppl i es mo re cheaply through international tende r .  

Various reservat ions can be expres sed , not all obviously 
rooted in self-in terest , to such a proposal . Firs t ly ,  the 
World Bank and Bappenas have found it efficient and convenient  
to devolve respon sib il ity for  part icular sectors to specific 
countries . It can b e  argued that the Indonesian agency 
concerned should assume responsib il ity for purchase and 
tendering . Howeve r ,  this p roposal does not adequately take 
account o f  the relat ionship b etween financial as s istance , 
technical and managerial training , installing and maintaining 
equipment and int e grat in g  domest ic administrat ive p ro cedures 
with foreign technolo gy . Mos t  proj ects are likely to require 
a measure of technical advice for some t ime ahead and nat ional 
teams or mi ssion s  will therefore cont inue to play a role . 
Even when th ese funct ions are event ually t aken over by 
Indonesia , polit i cal and bureaucrat i c  realit ies in Aust ralia 
will s t ill neces s it ate  considerable checks on her procedures 
and end use of funds . In the meanwhile , the argument that 
proj ect teams , charged with a specific assignment , know 
specific sources of avai lable supplies in Aust ralia , is a 
st rong one ,  especially in view o f  the painst aking supply and 
tende ring pro cedures in fo rce . 

Other arguments  commonly advanced in favour of aid t ied 
to country-of-origin purchases include the alleged b al ance 
of payment s  burden o f  untied aid and the likel ihood that less 
aid woul d be provided as a result . It can b e  argued that 
overall such a burden is likely to cancel out , but it seems 
unreal ist ic to expect any one count ry to t ake unilateral 
act ion to untie aid on any large scal e .  

A more important obj ect ion to aid-tying relates t o  the 
provis ion that aid should only cover fo reign exchange cost s .  
This can creat e serious dis tort ions in p roj ect plannin g .  

10see Evans ( 1 9 72 : 16 9 ) . At the t ime of writ ing the average 
t arif f  on machin ery , ele ct rical equipment and motor 
veh icles was e s t imat ed at 35 per cent . For a more general 
dis cus s ion o f  these issues see Bhagwa t i  ( 1 9 70) . 
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Foreign exchange is mostly used t o  purchase expensive items 
o f  equipment , while associated local cos t s  are borne by the 
Indonesian government . The burden of such co sts  is o ft en 
ignored . If  the Aus t ralian government is serious in seeking 
proj ect s  which will provide employment and use local resources 
then it i s  l ikely that aid funds could be spent most effect
ively within Indone sia . S ince this would often be cheaper , 
a greater range o f  pro grams could b e  financed from a given 
expenditure out lay . 

Loan or grant a id ? 

The origins  and rat ionale for giving all aid in grant 
fo rm are not ent irely clear , but include a mixture of altru
ist ic concern for th e repayment burden carried by aid
receivin g  countries , the alleged b ene fit to Indonesia from 
the Australian example at IGGI consort ium meet in gs and the 
diplomat ic advant ages gained by avoiding tedious and ab rasive 
argument s  about terms and condition s .  On the other hand 
there is an element of charity with grant aid that does not 
apply to supposedly more bus inesslike loan aid arrangements  
( see Schmidt , 19 70 : 184-9 9 ; Rao and Narain , 1 9 6 3 ) , though the 
pract ical significance of this aspect fo r Aust ral ia-Indonesia 
relat ions would be hard to j udge . Grant aid clearly entails 
more Aust ral ian involvement in inst alling equipment , t raining 
and so forth than the mere accounting administ rat ion involved 
in making a loan . This certainly rep resents s ome loss of  
managerial autonomy by Indon es ia . There are signs o f  rest
iveness on this point in some Indonesian government quart ers , 
but not y et t o  the poin t  o f  any formal request to Aust ralia 
to change it s policy in favour of the ' so ft loan ' approach . 

Aust ral ian companies have from t ime to  t ime proposed a 
change in policy in this direct ion , but for somewhat different 
reasons . Fo r example , a st rong at t ack on current policies 
was made by Mr D. Vaisey , former Indon esian Manager of 
Philips , who argued that aid should be based on the principle 
of  ' maximum mut ual benefit ' . 1 1  Unlike other count ries , he 
alleged , Aust ralia totally failed to co-ordinate it s t rade 
and foreign pol icies and looked askance at the not ion o f  
t rade promot ion relat ed to  aid p rograms . As a result numerous 

11D . Vaisey , ' Towards the realisat ion o f  mut ual benefit ' 
( unpub lished pap er) , about 1 9 72 . The author was leader in 
19 72 o f  an Australian Trade Mi ss ion relatin g  to  the elec
tronics field . 
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contract s had b een lost , while o f fers o f  Colombo Plan grant 
as sistance had b een rej ected in favour o f  ' so ft loan ' pro
pos al s  allowing more flexibility and managerial autonomy . 
Citing Aust ralian aid autho rit ies , Vaisey claimed that the 
AFTN proj ect had experi enced delays and ' un foreseen cost s ' 
due t o  lack of int e rest , even apathy , by Indonesians , unab le 
to pro f it from s uch arran gement s .  (Unde r  p resent pract ices , 
greater oppo rtunit ies fo r ' kick back ' paymen t s  exist  in 
relat ion to soft loans than to gran t s . The former allow 
Indonesian officials to deal directly with foreign companie s , 
though in principle alt e rnat ive procedures could be devised 
to meet this diff iculty . )  

Finally it can b e  argued that larger aid allocat ions 
would be po ssible , b ecause of  lower net cost s .  In so  far 
as current proj ects  are geared towards the mo dern industrial 
sector there is a case for put t ing as sistance to them on a 
commercial bas is . However , this  would beg more crucial 
quest ions about what types of proj ect s hould be supported in 
the firs t  place . 

Pro cedure s for requesting aid 

In their essential s , formal pro cedures for request ing 
Aust ralian ass is t ance may be s ummariz ed in terms o f  the 
following steps : 

1 .  A formal request is received from the Indones ian 
government either for specific ass i st ance or for 
a survey . 

2 .  A survey mi ss ion evaluate s  aspec t s  such as technical 
feas ib ility , available skills and services , and 
suitab il it y  of the proposed lo cat ion . In some 
cases a mo re gene ral economic survey may be under· · 
t aken . 

3 .  The proposal is accepted o r  amended after mutual 
discus s ion . It is not known i f  any formal request  
from Indon es ia has ever been. refused out right , 
s ince only agreed p roj ect s are announced . 

4 . A fo rmal agreemen t is  s igned specifying the nature 
of the proj ect , the form and cont ent of Aust ralian 
as sistance an d  the responsib ilit ies o f  each party . 

Thi s formalized descript ion tells us lit tle in pract ical 
terms , because much of the spadework at each s t age is 
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is e f fected through informal dis cus s ion . While Aust ral ian 
dip lomat s are co rrect to ins ist  on the formal protocol poin t  
that a s  a sovereign country Indones ia must herself in it iate 
all aid reques t s , in reality Australia always has t he 
opportun ity t o  s uggest  areas o f  need and ways in which she 
is willing to ass is t . New proj ect s  are o ften ident ified as 
a result of proj ect s already in operat ion . For a�l these 
reasons , offi cial claims that Aust ral ia has little s cope 
fo r init iat ive o r  influence on Indon esian policy ought not 
t o  be t aken at face value , as will b ecome cl ear from case 
studies in the next chapter . 

Overview o f  aid policy towards Indon esia 

Aust ralia ' s aid p ro gram to Indones ia can b e  b etter under
stood against the historical background of the Colombo Plan , 
which has developed very much on an ad hoe bas is . The lat e 
Sir Percy Spender , who had much t o  do with init iat ing the 
s cheme ( see Wilkinson , 1 9 7 6 : 51-72 ) , saw the i ssues in terms 
of  ' a contest for the minds and heart s of  men and women . . .  
Failure to imp rove living standards will un dermine polit ical 
st ab ility and lead to chaos in which the strong and ruthless 
will win government cont rol 1 . 12 Nearly two decades later , 
the Min ister for External Af fairs , Paul Hasluck , spelled out 
virtually the s ame propo sit ion : ' It is not quite a paradox , 
but it can b e  stated as a paradox that a country cannot 
proceed t o  great e conomic advancement so long as it  is in a 
state of  insecurity and polit ical instab ility . On the other 
hand , the lack o f  economic and social advancement so o ft en 
contributes to insecurity and polit ical instab il ity . These 
two are interlocked . 1 1 3  A lit t le earl ier , Hasluck had 
stated : ' I  need hardly emphas ise how important the develop
ment of a prosperous , united and p eaceful Indonesia is for 
Aust ral ia ' s int erest in this region . ' 14 Concept s of stab ility 
have sub sequen t ly b een rendered ideologically ant isept ic 
through use of  s uch terms as ' regional development ' and 
mut ual co-op erat ion ' .  The core ideas expres sed by Spender 
and Has luck h ave nevertheless remained embedded in the 
diplomat ic and bureaucrat ic s tructures which govern the aid 
pro gram. 

12 
Current No te s , vol . 2 1 ,  no . 1 ,  Nov . 1950 , pp . 800-16 . 

1 3
commonwealth Parliamentary Debates (R . R. ) ,  5 Sept . 1969 , 
p . 76 3 . 

14 Ib id . , 2 8  Feb . 19 6 7 , p . 19 9 . 
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At an operat ional level , Indonesia had an important 
influence in the development of  Colombo Plan policies . Spender 
is said to have been deeply impressed by that count ry ' s  
poverty and by the lack o f  what Aust ral ians would regard as 
bas ic services . This has probably in fluenced Aust ral ia ' s  
ins isten ce on o f ferin g  gran t s  rather than loans , related to 
a view o f  aid as serving primarily humanit arian and wel fare 
purposes . This may have led to ad hoe compartmentalized 
thinking whereby proj ect s  are established without any con
t inuin g  emphas is on end use o r  on adapt ing them to the ir 
surrounding environment . It may also in part account for 
the failure to date  to develop any systemat ic policy relat in g  
aid with t rade , though the separat ion o f  funct ion s b etween 
departmen t s  is no doub t  a maj or facto r  here . 

On a lighter no te , there app ears to b e  some element o f  
pres s ing Indone s ia t o  ask the Colombo Plan t o  provide ser
vices which Aust r al ians cons ider deficient . Thus during 
the Sukarno perio d ,  Aus t ral ian j ournal is t s  and others com
plained bitterly about the inadequacy o f  Indonesian telephone 
services 1an d in 1 9 64 Qantas pilots  refused t o  land at 
Kemayo ran International Airport , Jakarta ,  owing to the 
inadequacy of  light ing and air t raffic contro l  facilit ies . 
Mo re recent ly , an outbreak o f  foot and mouth disease in Bal i , 
which it was feared could b e  imported into the cattle regions 
o f  Northern Aust ralia , caused the hasty extension o f  Aust
ral ian ass ist ance fo r vaccinat ion and veterinary work . 
Proximity t o  an airport is an important cons iderat ion in many 
proj ect s . Somet imes proj ect estab l ishment has b een in flu
enced by pleasan t  climate  and l iving condi t ions , though 
lo cat ion o f  proj ect s in Kalimantan and Irian Jaya provide 
evidence to the cont rary . 

To some extent the Treasury in fluen ces the shape of  aid 
p rograms through its overall budgetary cont rol . Its  close 
links with the Wo rld Bank and the As ian Developmen t Bank 
cause it to give great weight to convent ional goals o f  
e conomic growth p romoted b y  tho se inst itut ions , correspond
in gly downgradin g  i ssues relat ing to employment ,  dist ribut ive 
j ust ice and so  forth . T reasury has b een s cept ical o f  
Aust ral ia be coming involved in post-proj ect evaluat ion and 
end-use surveys , believing that ove rall re spon s ib il ity fo r 
development proj ect s  should remain the responsib ility o f  the 
Wo rld Bank and Bappenas . Although oppos ing the int rus ion o f  
diplomat ic cons iderat ion s in the formulat ion of  aid pol icy , 
Treasury remains an important obst acle t o  reform in view o f  
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it s ins istence on orthodox economic and financial crit eria . 

It is hard t o  measure the impact o f  aid on Aust ralia
Indonesia relat ions in any overall sense , apart from piece
meal j udgment s  about spe cific poli cies or  proj ect s . However , 
the impact o f  d iplomacy on the shape o f  the aid program is 
ve ry eviden t . T i ght control is maintained over proj ect s t o  
ensure they con form t o  diplomat ic guidelines . Fo reign Af fairs 
spokesmen deny pub licly that any conflict exis t s  be tween 
' diplomatic ' and ' developmental ' goals in aid policy , though 
this was certainly a maj or factor in the conflict over the 
role o f  ADAA. While bureaucrat ic wran gl ings did much to 
frus t rat e hopes fo r change , it was Forei gn  Af fairs ' in sis t
ence on aid as an inst rument of  foreign policy which · ensured 
that ADAA and ADAB have never been able to formulate a co
herent philosophy o f  development or achieve any high level 
of pro fess ional cap ability . 15 

In Indones ia , proj ect teams work within narrowly defined 
limit s ,  dealing solely with the relevant Indones ian govern
ment agency under the direct ion of the Embas sy . This leaves 
l it tle s cope for exercising init iat ive and encourages aid 
personnel to t urn a ' blind eye ' t o  much that they see rather 
than to seek remedies . While smooth fun ct ioning of proj ect s  
helps Aust ralia t o  achieve it s diplomatic goal s , prime 
emphasis is placed on avoidin g  con fl ict with Indones ian 
government agen cies . 

The re is a tendency t o  s elect middle- s iz e  proj ect s .  
This i s  j ust ified offi cially in terms o f  availab ility o f  
resources and so  fo rth , but unof ficially diplomat s point to  
the  public relat ions advant ages gained from having iden t i f iable 
Aust ralian p roj ect s  spread acro s s  a range of provincial centres . 

In select in g  p roj ect s the Australian Embassy relies 
heavily on the Bappenas ' blue book ' , rather than seeking out 
Indon es ians with ideas about what types o f  proj ect s are likely 
to create  employment or undert aking relevant research to this 
end .  Indeed there appears to be l it t le concern or 

15
see Vivian i  an d  Wilenski , 19 79 . One posit ive development 
has b een the inst itut ion of evaluat ion studies , though this 
pract i ce has not yet b een pursued on any large s cale . The 
first such f ield study was Bakeries in India : Eva luation 
of an Austra lian Assis tance Project ,  Dept o f  Foreign Af fairs , 
Canberra , July 19 7 3 .  
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unders tanding o f  the pos s ible negat ive employment effects o f  
mo dern sector capital works proj ects . Aus tralia ' s  expres sed 
concern s ince 19 74-75 with rural development , employment ,  
income redis tribution and so forth has b een a very pale 
reflection of the Indones ian government ' s  own part ial shift 
in prior ities (discus sed in ChC!p ter 6 ) . With one or two 
possible excep t ions , such as the Jakarta buses  proj ect , which 
was much mal igned by the Australian press in its  early years , 
and the railways proj ect discussed in Chapter 3 ,  lit tle 
thought has been given to designing programs capable o f  
directly serving the needs o f  the poor maj ority in such areas 
as public heal th , clean drinking water in villages and urban 
slums , public transport and adul t educat ion . 1 6  

Aid pol icy-makers nevertheless claim t o  have steered a 
middle course on mo s t  cont rovers ial issues , such as the rol e  
o f  aid in p romo t ing Australian business interests  and the 
quest ion o f  ' gras s  roo t s ' development versus ' ul tra-mo dern ' 
technology . Indeed they appear quite conf ident in the face 
of attacks from bo th polit ical d irec t ions . It is easy to 
cr itic iz e  the aid program to Indone s ia on many grounds . Yet 
it is precis ely the program ' s  moderate and unexciting qual it ies , 
indeed its  capaci ty to b e  s een as ' all things to all men ' , 
whi ch make it  hard to achieve any significant reforms in aid 
pol icy and organizat ion . 

16
A power ful exposit ion of the cho ices involved here is pro
vided in Illich ' s  much quo ted ' Outwi t t ing the "developed" 
count ries ' ( 19 69 ) . This ar t icle is full of graphic state
ment s  such as ' Each car . . .  denies f ifty people goo i  t rans
port by bus  • . .  Had each dollar [ spent on doctors and 
ho spital s ] been spent on providing safe drinking water , a 
hundred l ives could have b een saved . Each dollar spent on 
schooling means more privileges for the few at the cost o f  
the many . ' 



Chapter 3 

Official proj ect aid to Indones ia : some case studies 

In this chapter a cro s s -s ect ion of  proj ect s  is cons idered 
in order to illust rate how they are selected and op erat ed , 
including one p roj ect in an ult ra-modern field o f  technology 
( telecommunicat ions ) ;  one in th e field of  indust rial develop-

ment ( Cilacap ) , two in the f ield of convent ional public util
it ies ( railways , water supply) and s everal related proj ect s  
in the f ields o f  agriculture , animal product ion , research and 
higher educat ion . 

Aust ralian Telecommun icat ion s  Mis s ion ( ATM) 

The ATM has played an importan t  policy advisory role in 
the overall planning o f  Indones ia ' s  telecommun icat ions sys t em 
and has been ins t rumental in drawing up det ailed plans as a 
b as is for further foreign aid requests , including requests 
to  Aust ralia . ! 

Aust ralia was init ially app roached by the Indones ian 
government in April 1968 to ass is t  in a study of her domest i c  
and internat ional requirement s i n  the f ield o f  telecommuni
cat ions . In May 1968 , the World Bank requested Aus tralian 
ass is t ance fo r t he first phase of  the s tudy and the Postmast er 
General ' s  Department ( PMG) was called in to help . Following 
a preliminary survey by two s enior PMG o f ficers , the Aus t ralian 
Telecommunicat ions Mis s ion was est ab lished , subj ect to guidance 
by a S teerin g  Committ ee con s is t ing of the Nat ional T elecommu
nicat ions Authority ( Perumtel ) , Bappenas , the World Bank and 
the Aust ralian Emb as sy . 

The Mis s ion ' s  report , covering commercial , sea and air 
t raffic , inves tment plans , budget ing and organ iza t ion , was 
accept ed by the Indones ian authorit ies and provided the bas is 

1Bas ic data in this s ec t ion supplied by Aid Divis ion/ADAA/ 
ADAB and ATM sources . 

5 3  
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fo r a $ 12 million loan from the World Bank. ATM was then 
invited t o  prepare and evaluate tenders for tower const ruct ion 
and the manufacture , supply , tes t ing , and installat ion o f  
t ransmis s ion equipment for terminal and repeater stat ions . 
Local exchange and trnnk swit ching equipment was des igned 
for n ine provin cial exchanges in Sumatra .  Subsequently , the 
Mis s ion nnde rtook supervi sion of  the whole t rans-Sumat ra 
microwave network and its  link with the main Gamb ir telephone 
exchange in Jakart a ,  including p rovision o f  cables and o ther 
relat ed material s . ATM has also  played a consultan cy role in 
in relat ion to othe r areas o f  Indones ia ,  especially with 
regard to the ' t rope-s cat ter ' link planned t o  connect Surabaya 
( East Java) with Bandj armasin ( S .  Kal imantan) . 

The microwave netwo rk is connected to the internat ional 
telecollllllnni cat ions system via the s atellite b ase s tat ion at 
Jat iluhur (West  Java) , involving internat ional companies 
such as ITT , S iemens , Philip s  and the Hughes Aircraft Corpor
at ion of USA, whi ch has recently in stalled an extens ive 
domest ic satellite sys t em . 2 Jat iluhur is known to b e  connected 
to US naval communicat ions systems in the Paci fic and there
fo re presumab ly to US bases in Australia .  

Why was the  init ial request directed t owards Aust ralia 
and what criteria did the Aust ralian government apply in 
assessing the need for t elecollllllun ic at ions developmen t compared 
with other areas of n eed in Indonesia ?  Mr George Hams , team 
leader during the first three years o f  ATM ' s operat ions , 
cons idered that Aust ralia was seen by Indones ia as a high 
technology conn t ry in this f ield . Not being a manufacturer 
of microwave equipmen t , it would be in a posit ion to evaluat e  
internat ional tenders obj ectively . This explanat ion seems 
reasonab le , as evidently no Aus tralian companies have been 
awarded con t ract s for t enders p repared by the ATM, except fo r 
L .M .  Eriksonn Pty Ltd , who have supplied telephone exchan ge 
equipment designed by the PMG . However , Aust ralia is herself 
part of the internat ional t elecommun i cat ions network and the 
maj o r  internat ional comp anies are all involved in civil ian 
or  military asp ects o f  telecommnnicat ions development in both 
conntries . 

Diplomat i c , security and commercial aspect s all con t ri
buted to the dec is ion that Austral ia should play a key role 
in the development of  a modern telecommunicat ions sys t em in 

2
Aviation Week and Space Techno logy , 7 Jnne 19 7 6 , pp . 55 - 7 . 
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Indonesia , the need for whi ch all part ies regarded as self
evident . Aid Divis ion o f  the Department of  Foreign Af fairs 
cited an earli er recommendat ion by the Wo rld Bank , in line 
with policies s t ated in the First Five Year Development Plan , 
to the effect that ' the place and funct ions  o f  communicat ions 
. • •  are relat ed to the provis ion o f  fac ilit ies for the smooth 
flow o f  commodit ies and people required for the economic 
development and social welfare o f  Indones ia • . .  telecommuni
cat ions as an in frast ructural component plays a role that 
cannot b e  ignored in nat ional economic development . , 3 

Finally , the abs en ce o f  adequate telecommunicat ions has 
fo r some years b een the cause o f  many harrowing t ales o f  
inconvenien ce b y  Aust ralian diplomats , j ournalists  and 
as sorted t ravellers . These in an immediate t angible sense 
had provided evidence o f  the economic ' chaos ' o f  the late 
Sukarno years f rom which Indonesia was now thankfully emergin g . 
By the same t oken , t he new ult ra-modern syst em could b e  seen 
as firm evidence of  Indones ia ' s  ' sens ible ' progress  t owards 
' orderly development ' .  

The mos t  prominent Indones ian crit ic o f  this type o f  
emphasis in the development o f  communicat ions and relat ed 
s cien ce and research policy has b een Pro fessor Iskandar 
Alisj ahbana of the Ins t it ut Teknologi , Bandung ( !TB) . His 
bas ic argument is t hat unless developing countries involve 
themselves in research and development ,  as dis t inct from 
s imply import ing advanced technology , such technology will 
p rove unadapted t o  their needs . In the case of communicat ions , 
it is impo ss ible t o  import ' hardware ' ( equipment ) without 
also import ing ' so ftware ' ( culture and conten t ) .  It is 
necessary t o  understand the culture and modes of thought which 
l ie behind the technology . Tradit ional culture can only 
adapt and survive in this context if Indonesia plays it s part 
in the research and development pro cess (Alisj ahbana 1 9 71 
and 1 9 7 4 ) . 

Unfortunately , Alisj ahbana has not published a specific 
analysis o f  the microwave sys t em,  but he has express ed concern 
at lack of  Indonesian part icipat ion . He argued t hat Indones ia 
could at l east t ake over respon s ib ility for developin g  spur 
rout es from t he main exchanges , and that !TB , which was in 
receipt o f  funds from S tanfo rd University and other US and 

3
cit ed in a ' step by s t ep ' account o f  the establishment o f  the 
ATM proj ect supplied by Aid Divis ion at the author ' s  request . 
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Dut ch sources , was in a good posit ion to ass ist . However ,  
this was not acceptable t o  either ATM o r  Perumtel . Al isj ahb ana 
has b een a st rong supporter o f  satellite development for 
purposes of  mass educat ion , which involves a large sat ellit e  
and many small ground s t at ions . He has argued that the 
microwave development severely res t ri ct s  the location o f  
ground s t at ion s . 4 

Despite Al isj ahbana ' s  st rictures about mult i-nat ionals ,  
the satellite system was event ually in stal led by the Hughes 
Aircraft Corporat ion . However ,  the sat ellite TV educat ion 
network op erat es on a one-way sys tem o f  t ransmi ss ion , thus 
negat ing the pot ent ial for popular part icipat ion in the 
development p rocess , which Al isj ahbana envisages as a result  
o f  the  communicat ions revolut ion . Both the microwave and 
satellite sys tems will be t ightly controlled by the Indonesian 
government in conj unct ion with foreign int erest s , thus great ly 
enhancin g  their control over the flow of informat ion and 
ideas . 

I t  is not s urprising that PMG Department engineers , 
recruited for a specific t ask , dismi ss ed such ideas as too 
high flown to be technically or managerially feas ible .  ATM 
further claimed t o  have developed an integrated program in 
conj unct ion with Perumt el , involving t rain ing in Indones ia 
and Aust ralia at all levels of operat ion and management . A 
survey of  ATM personnel ( see Appendix I I )  showed that they 
con sidered their Indon es ian counterpart s ,  though often well 
qual ifie d ,  to b e  badly lacking in pract ical experien ce .  Some 
courses were rtm by ATM and Perumtel at the Bandung Technical 
College , but the maj or  train in g  e f fort was conduct ed in 
Aust ralia - clearly cons idered the repo s itory of pract ical 
knowledge in thi s f ield . There was further concern that 
Indonesian cotmt erpart s did not seem highly mot ivat ed in 
relat ion to their work , due to the need t o  accept other part
t ime work and insecurity of  in come and s t at us experienced 
throughout the Indon es ian government st ruct ure . For these 
reason s  ATM p ersonnel con sidered that t ight Aust ral ian contro l  
over the flow of  equipment was essent ial , f o r  which b ilateral 
forms of ass is t ance were most  appropriat e .  

While a basic measure o f  friendl iness was evident , 

4Based on int erviews with Pro fes sor Alisj ahbana in 1971  and 
1 9 75 . 
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personal and cultural con t act was l imit ed by language diffic
ult ies and social ret icence on both s ides . It  can be argued 
that possession or ab sence o f  language skills does not 
n ecessarily correlate with willingness to ' rub shoulders ' 
with Indones ian s  at dif feren t  so cial levels .  Aust ralian 
pe rsonnel in this and o ther p roj ect s appear generally out going 
in relat ions w ith Indon es ians . Equally , lack o f  cult ural 
pe rcept iveness does not necessarily imply poor mot ivat ion . 

In this proj ect a good technical performan ce has b een 
achieved tmder difficult circumstan ces , with a serious effo rt 
being made t o  t rain lo cal p ersonnel to carry on aft er ATM ' s 
dep art ure , but without any obvious cons iderat ion being given 
to alternat ive t yp es o f  commtm icat ion systems relevant t o  
Indonesian n eeds or t o  the pot en t ially far-reaching consequ
ences of the t e chnology employed . Criteria used both in 
select ion o f  the microwave sy stem and in the planning and 
design o f  lo cal and t rtmk exchange installat ions were , 
accordin g  to o f ficial accounts  ' ident ical with tho se used 
in plann in g  s imilar proj ect s in Aust ralia ' . 5 Even in a 
narrow s ense , i t  does not seem that a consistent t e chnical 
rat ionale relat ing cab le ,  microwave and satellite syst ems t o  
each other has b een estab lished . This i s  not the only example 
o f  Aust ralia being asked to assist  Indones ia in making plan s  
which are at the same t ime being sup erseded b y  quite dif ferent 
plans emerging from the high er echelons of Indones ia ' s  mil itary
connnercial estab lishment . 

Cilacap Harbour Development - Industrial Estate Proj ect 

This on-of f-on again proj ect has b een one of the more 
cont rovers ial and intere s t in g  p roj ects in which Aust ral ia has 
been involved .  Its final out come and the nature and ext ent 
of  event ual Aust ral ian part icipat ion are still tm clear . 

In 1969 the Aust ral ian government was request ed to as s ist 
with harbour development in Cilacap in South Cent ral Java as 
part of an indust rial estat e  development by private  investors 
and the Indones ian government . Wes tern Austral ian stat e  
government interest s  bad earlier est ab lished high level 
contact s and had influen ced Indon es ia ' s development planning 

5 cf . Rep ly o f  t he Minister o f  Foreign Affairs , Mr Peaco ck, 
CPD (House o f  Representat ives ) ,  18  Aug . 19 7 7 , pp . 49 7- 8 , 
Quest ion No . 788 on Aust ral ian Indones ian Telecommtm icat ion s  
Aid Agreemen t . 
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in the South Cen t ral Java region . It appears that in March 
1969 , memb ers of a Wes t ern Austral ian t rade mi ss ion were 
in formed by the S ultan o f  Jogyakarta ,  at that t ime Min ister 
o f  Finance , and Mr Frans  Seda , Minister o f  Connnunicat ions , 
o f  Indon es ia ' s  plans t o  rehab ilitate  the port o f  Cilacap 
' in ant ic ipat ion of an in creas ing volume of t rade with Aust 
ral ia ' . 6 Proximity t o  Wes t  Aust ral ian port s provided a 
strong mot ivation for the Cilacap proposal , 7 with West  
Aust ralia ' s rapidly expanding mineral resources providing a 
base for comb ining capital intens ive technology and skills 
from Aust ral ia with large-s cale availab il ity o f  cheap labour . 
With some modest  expans ion of road and rail facil it ies , 
Cilacap woul d have easy access to  what was seen as the 
potentially vast market o f  Java , whose populat ion was expandin g  
a t  a rat e o f  mo re than 2-2 . 5  p e r  cent per annum. At the same 
t ime , Cilacap was already experiencing a measure of indust rial
iz at ion , and a s ign ificant Japanese presence in t ext_iles and 
iron sands mining no doubt  provided an added spur to Aust ralian 
investmen t . 

A b rief survey by a long-term residen t  Dut ch bus inessman 
in Jakarta revealed several industrial j oint vent ure oppor
tunit ies . Interest was expressed , by two West  Aus t ralian 
companies , in establishing j o int ventures in f ish proces s ing 
and manufacture o f  agricult ural t ools . It was hoped that a 
c onsort ium of companies coul d ne go t iate j ointly with the 
Indonesian aut horit ies , share the cos t s  of  upgrading connnuni
cat ions , power and water facilit i es and rehab il it at ion o f  
the fine natural harbour which had been badly damaged during 
the Japanese occupat ion . Romantic hopes were cherished in 
some quarters that customs arran gement s  in Cilacap , a small 
port , could  be handled in a mo re honest and efficient fashion 
than at Tanj ung Prick , Jakart a ,  by direct b ilateral dealings 
with the lo cal authorit ies . 

In July 1969 , ten companies formed the Aus t ral ia
Indones ia Manufacturing and Tradin g  Organisat ion Pty Lt d 
(AIMTO) , which was regi stered in Perth , and began plann ing a 
feas ib ility study for the establishment o f  an indust rial 

6Paper delivered by R. C . H .  Manser to conference on Mengenal 
Indonesia , Aust ralian Nat ional University , Canb erra , 1 3-15 
August 19 71 ( Sect ion on ' Indonesia - Trading Partner ' ) ,  p . 2 .  

7cilacap is approximately 1 800 miles from Fremantle and 1000 
miles from Po rt Hedland . 
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estat e . 8 
Rep r·esen t at ives of  four memb er companies and the 

Austral ian Trade Commiss ioner visited Cilacap in August 196 9 . 
According to AIMTO sources , the whole proposal was greeted 
with great enthusiasm by the Indonesian government , which 
estab lished a high-powered inter-departmental connnit tee to 
co-ordinate plan s . The Aust ralian government was sub sequently 
asked to examine the economic feasib il ity o f  upgrad ing port 
facil it ies and t o  cons ider what assistan ce could be o f fered 
by Aust ralia . AIMTO had planned to undertake their own 
survey and t here fore urged the Indone sians only t o  request 
a s imple proj e c t  survey . However , this advice was overridden 
by Bappenas . 

9 
The Colombo Plan team ' s Report (Tuttle Report ) proved 

a cons iderable source of disappoin tment and indeed annoyance 
to AIMTO and its supporters . Although it was dismiss ed in 
tho se quarters as ' un imaginat ive ' and ' bureaucrat ic ' , in 
ret rospect it proved the turning point in a long-drawn-out 
bat tle which even t ually led to the rej ection of the AIMfO 
proposal by the Indones ian government in early 19 7 3 .  The 
Aust ralian team ,  consistin g  of representat ives of the Depart
men t s  o f  Fo reign Affairs , Shipping and Transport , Works , PMG 
and the Bureau o f  Agricul tural E conomics was impressed by 
Cilacap ' s  quality as a natural harbour , the phys ical potent ial 
for port development , the availab ility of a substant ial area 
of cleared land and o f  adequate ground water at shallow depth . 
However , a survey of  exist ing indus try in Cilacap and the 
surrounding hin te rland indicated extremely low purchas in g  
power . In a key pas sage , the Report con cluded that 

Neither the economic development of  the hinterland 
nor the , as yet , un con firmed plans _  for industrial
isat ion j us t i fy extens ive port development . . .  
exist ing port facilit ies , given their rehab ilit
at ion and upgrading , would b e  capable o f  handling 
the volume o f  t raf fic expected in the foreseeab le 
future ( ib id . : 4 ) . 

Accordingly , the Mis s ion reconnnended $2 mill ion as s istan ce 
towards rehab il it at ion o f  wharves and godowns ; dredging o f  

8 The company ' s  account o f  early n egot iat ions was provided in 
AIMTO Pty Ltd ,  Tji latjap Indus trial Es tate Project , Perth , 19 7 0  . 

9
Aus tralian Survey Mis s ion , Report on Pre liminary Survey of 

Deve lopment of the Port of Tji latjap - Java - Indonesia , Aid 
Division , Departmen t  of  Foreign Affairs , Canberra , 19 7 0 .  
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the adj acent channel to a depth adequate fo r ships o f  10 , 000 
tons capacity ; provis ion o f  technical ass istance for upgrading 
the Cilacap Technical School ( lo cated in a corner of the 
disused Russ ian-as s isted , part ially built superphosphate 
plant , which was reputedly undertaking ' repair and mainten
ance ' work in the town on a con tract bas is ) and expert ise 
to advise on overall town development ( ibid . : 4- 6 ) . 

AIMTO ' s  membership grew to twenty-two companies whose 
interests  covered f ishing and processin g ,  poult ry and live
stock ,  agricultural tools and machinery , flour milling 
(curren t ly clo sed to foreign investment in  Indone s ia) , 
engines , boilers an d cranes , t ransport , construct ion , housing 
and hotels , o il essen ces and t ropical agriculture . However ,  
the consort ium failed t o  at tract the support o f  large 
companies based in the Austral ian eastern states , while the 
Trade Conmiiss ion in Jakarta had by 1 9 71 become lukewarm, 
mainly it seems on the grounds o f  Cilacap ' s  dis tance from 
Jakarta . 

In December 19 71 , AIMTO p resented their formal proposal 
to the Indones ian Governmen t . 10 Running to s ix volumes , and 
drawing on a variety of  expert ise , 11 the report covered port , 
in frast ructure , customs procedures , s ite  and services and 
managerial aspect s in con siderable det a il . However , apart 
from l ist ing the general areas in which it was expected that 
local market ing and export prosp ect s . exis ted , no e f fort was 
made to undertake a deta iled market survey on a product-by
product basis . Instead a purely economet ric approach was 
adopted to prove pro fitab il ity . This was an important factor 
in rej ect ion o f  the s cheme , although the mos t  serious 
deficiencies of  the proposal in the eyes o f  Bappenas lay in 
its f inancial and organ iz at ional propo sal s .  A devast at ing 
list of obj ections was prepared J2 In sunmiary these related t o : 

lOAIMTO Pty Ltd, Project Indes tcor : Indus trial Es tates Cor-
poration, Tji la tjap, Cen tral Java, Indonesia ( 6  vols ) , 
PO Box 6094 , Perth , W . A . , 1 9 71 . 

11Not ably Mr F . E . S .  Tydeman , formerly Harbour Master of Fre
mantle (W . A . ) ,  Dr A . McB . Kerr , Economics Departmen t , Univer
s it y  of Western Australia , and Pro fessor Sukaj i ,  then Dean 
of t he Faculty of E conomics ( sub sequen t ly Rek t o r ) ,  Gadj ah 
Mada Univers ity , Jogyakart a .  

l2 Bappenas source s . This  document was prepared during 1 9 7 2 . 
It is not cert ain whether it was actually sen t  to President 
Suharto ,  but it certainly circulated in government circles 
as representat ive of top-level Bappenas opinion . 
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1 .  Reque s t s  which could not be accepted in principle , 
including AIMTO ' s  requests  for first claim on 
pro f  i t s  until 80 percent of  the p ro f  it had b een 
real ized , while only put t ing up one-third o f  the 
capital , arid their request for three out of five 
d irec torships during the initial phase ,  on the 
bas is of one-third capital st ake . 

2 .  Reques t s  conflict ing with exis t ing regulat ions . 
These included freedom from all t axes throughout 
the durat ion o f  the proposed j oint venture ; reques t  
fo r a guaranteed loan of $800 , 000 , a t  5 p er cent 
interest during the first f ive y ears and sub se
quen tly at 8 per cent ; freedom from customs duty 
for all equipment and supplies required for the 
operat ion o f  the estate . 

3 .  Reques t s  which ' smell ' 13 o f  special favours , whi ch 
could set an undes irable precedent . These included 
the AIMTO request for a monopoly on all new 
indus trial development within 50 km o f  the indust rial 
estat e , its  request for the j o int venture to be 
gran ted some of the required (poorer) land at one 
Aust ralian dollar p er hectare and fo r the j o int 
venture to control the supply of  technical services . 

4 .  The p roposal for AIMTO to manage a bonded warehouse 
con flicted with government policy favouring local 
con t rol . Official policy is to  develop indust rial 
estates under public sector control , open to both 
Indones ian and overseas part icipat ion . Finally , 
the AI�ITO proposal was directed towards at taining 
maximum pro fit ab ility , while Indonesia preferred 
s imply to cover long-run co s t s . 14 

AIMTO had proposed the estab lishment of a j oint venture , 
to  be called P . T .  Indust rial Estate Co rporat ion (P . T .  Indest
cor) , in which the Indonesian Central Government , the Cent ral 

13 Indones ian word used is berbau . 
14

of ficial reply o f  Dr Emil Sal im ,  then Deputy Chairman o f  
Bappenas on 2 March 1 9 7 3  to Dr H . E .  Graham , West Aus t ralian 
Minister for Decentralisat ion and Development ( Bappenas 
sources ) .  
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Java Provincial Government and AIMTO would each hold one
third of the capital , each supplyin g  $100 , 000 capit al . 
Indon es ia cons idered that this was a ludicrously small amount 
o f  capit al with which to be reque s t in g  so  many concessions . 
AIMrO argued that they expected to undertake most  o f  the 
spadework necessary to bring Aust ralian firms to set up on 
the estate , to b e  managed by P . T .  Indest cor , while capit al 
for development would b e  supplied by the companies themselves .  
( It was expected that at least some infras truct ure services 
would be financed from Aust ralian aid funds . ) Sin ce the 
Indonesian government would hold the maj ority capital they 
would ret ain cont rol over all policy and managerial asp ect s .  
In pract i ce , however ,  this could well have created an oper
at ional vacuum.  

AIMTO sub sequently cla imed that the proposal repres en ted 
a first b id in a b argaining process in which they expected 
to make concess ions - a no rmal procedure in Indon es ia , it 
was argued . While this is t rue up to a point , it is also the 
case that where one party advances a propos it ion that is 
cons idered totally unreal ist ic or  even insult ing , bargain in g  
ab ruptly ceases . Whateve r the general merit s o f  their pro
posal s , AIMTO showed an abysmal understanding of Indones ian 
pol icies and pro cedures in the f ield of foreign inves tmen t . 

The Indones ian government t ook several months t o  in form 
AIMTO and the Aust ral ian government o f  their decision , fearing 
adverse bus in es s  and d iplomatic react ion . By  this t ime , 
however , the Aust ralian Emb as sy was heart ily relieved at the 
demise of the AIMIO proposal , which it  knew t o  b e  embarrass ing 
to Indonesia . The scheme laid Aust ralia open t o  charges o f  
fostering ' en cl ave ' development on Indones ian t erritory and 
blatant promot ion o f  Aust ralian bus iness interest s . Although 
the po s it ion of Foreign Af fairs had rema ined fairly firm on 
this point s ince the t ime o f  the Tut tle Report in 1970 , the 
Australian publi c could be forgiven for thinking o therwise 
in view of  the cont inued claims by AIMTO of high l evel support 
by both government s .  Stat ement s  by Prime Min ister William 
McMahon and periodic o f ficial report s also indicated a measure 
of collaborat ion b etween the two governmen t s  and AIMTo. 15 

The s t alema te s ur roun din g Cilacap was b roken during 
Mr Whitlam ' s first vis it to  Indonesia as Prime Min ister in 

15
E . g .  statement on internat ional development by Aid Division , 
Department o f  Foreign Affairs (19 70 - see references ) . 
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Feb ruary 19 7 3 . As a result , in July 1 9 74 , a j oint Indonesian.
Aust ralian team from Gadj ah Mada Univers ity , Jo gyakarta ,  and 
the Sydney con sult ing firm o f  Crooks , M ichell , Peaco ck , 
Stewart Pty Ltd commenced a maj or survey under Colombo Plan 
auspices . lo Their b rie f was a b road one , covering the 
preparat ion of  a ten-y ear s t rategic plan for the development 
o f  the Cilacap Indust rial Estate and a more det ailed oper
at ional plan within that framework . A few months later the 
original concept was redefined ' to place greater emphasis on 
est ab lishin g  the phys ical , comme rc ial and social precondit ions 
for success ful indust rialisat ion at Cilacap over the period 
remaining in Repelita I I ,  . . .  [ and ] the definit ion of a 
st rategy which will create conditions under which an indust rial 
estat e  might be est ab lished at Cilacap with the maximum lo cal 
part icipat ion and the minimum social dislocat ion ( ibid . : 
ii-iii) . 

The team advised that at that stage effort s should be 
concentrat ed on resource-b ased const ruct ion and port-based 
industries rather than on consumer-orient ed manufact uring . 
Examples o f  resource-b ased indust ries included pellet izat ion 
o f  cas s ava , rubber pro ce s s in g ,  b agging o f  fert ilizer by PUSRI 
(National Fert ilizer Corporat ion ) , pro cessing of  paper and 
pulp and a cement facto ry b ased on local limestone . Other 
pos s ib ilit ies included co conut p roduct s ,  cloves , tob acco and 
f isheries . Port-b ased indust ries would require h eavy capit al 
investment plus an accelerat ion in plans for improving road , 
rail , harbour , water , elect ric ity and telecommunicat ions 
facilit ies . This would lead to greater use o f  Cilacap for 
import s and di strib ut ion of food fo r the whole Bandung-.Solo 
' corridor ' . Eventually , the greater volumes of  cargo pas s ing 
througn the po rt would provide the basis for an indust rial 
est ate  based on convent ional manufacturing act ivit ies . 

A st udy of the Gadj ah Mada University team into labour 
ab sorpt ion relat ive to investmen t disclosed that , for a p er 
capita investment of  Rp 6000 , the three mos t  effective labour 
absorb in g  indust ries were soya bean cake , f ish net s and 
smallholders ' rubber ; fo r an investment o f  Rp 6000 to Rp 
70 , 000 , umbrellas , horn fans and smallholders ' tobacco ; for 
an investment o f  Rp 70 , 000 to Rp lOm ,  common bricks , roo f  
t iles and land regenerat ion pro grams ; for an investmen t o f  
more than Rp 60m ,  farm implements , mechan ic al weavin g and 

16
ci lacap Indus trial Deve lopment Study , 19 75 (unpublished -
obtainable from consultants , ADAA o r  Bappenas sources ) .  



64 

teleconmnmicat ion s  (Ci lacap Indus trial Deve lopmen t Study 
19 75 : 2 3-4 ) . 

Such dat a  have limited usefulness to economic planners , 
s in ce they s ay nothing ab out the impact o f  new indus t ries in 
creat in g  employment or dist urb ing exist ing pat terns o f  
emp loyment . At that t ime there were some 3 7 , 000 registered 
indus trial establishments in the Kabupaten of Banyumas , which 
in cludes Cilacap , employing some 76 , 000 persons . As the 
report connnent s : ' In the case o f  small and tradit ional firms 
the poor condit ion of the infras tructure serves as a "nat ural 
protect ion" against out side compet it ion and is probably a 
significant factor influen c ing b oth their s cale and their 
survival ' ( ib id . : 2 6 ) . 

The Report urged an emphas is on construct ion programs . 
This woul d part ially o ffset the negat ive employment effect s 
caused by merely improving bas ic infrast ructure . In the 
case of roads , s pecific methods o f  cons t ruct ion were recom
mended t o  enhance work opportunit ies . Effort s should be  
concentrated on providing sui table credit facilit ies for 
small manufacturers and traders , and improving condit ion s at 
the local pasar (market place ) with a view to the special 
needs of these groups . Finally , con t inuing effort s should 
be made to identify and o ffer (unspecified) assistance to 
groups disadvantaged by development . 

Despite its  somewhat didact ic t one about the need to 
overcome t radit ional at t itudes to indus t rializat ion , the 
Report was by no means an insensit ive blueprint fo r modem-· 
iz at ion . However ,  the situat ion in Cilacap illustrates the 
cont radict ions b o th in the survey ' s terms of reference and 
in a b roader sense the st rategy o f  Repelita II , which at tempt s  
to comb ine redis t rib ut uve and egalit arian goals with con
vent ional goal s o f  economic growth . 1 7  Furthermore , the report 
never came to grips with cert ain b as ic features of the lo cal 
scene , not ably the role o f  Pert amina and of the provin cial 
an d kabupat en gove rnment s .  Some mild obj ect ions were raised 
about Pert amina ' s  arb it rary use of land , in part icular the 
lo cat ion of  th e refinery , which neat ly splits in two the area 
availab le for any future indust rial estate , while it s housing 
and recreat ion complex spills  over in to t he remain in g area 
( Ci lacap Indus tria l Deve lopment Study 19 75 : 84 ) . The purchas e 
of  60 hectares fo r a golf  course and 2 0  hectares for an 

1 7
c f . dis cuss ion in Chapter 6 ,  esp ecially pp . 15 8-6 3 . 
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airfield ,  widely claimed in the town to have b een compulso rily 
acquired , 18 was not ment ion ed , nor were the ' administrat ive ' 
cos t s  paid by every ent�rprise in the area to the p rovincial 
and kabupaten governmen t s . 19 Yet such aspec ts  are fundamen tal 
in assessin g  Cilacap ' s  overall economic prospects . 

Th e following general comment s  seem pert inent to 
Aust ralia ' s  involvement in Cilacap to date : 

1 .  The C ilacap saga has many charact erist ics of  the 
contemporary style sandiwara - popular comedy-cum
farce - which Indones ians now enj oy applying to 
development themes and s it uat ions . Cilacap and 
th e s urroundin g  region have been the subj ect o f  
frequent surveys b y  bus ines s  and gove rnment repres
ent at ives s ince about 1968 . These are regarded with 
with a mixture of detachment , mild irrit at ion and 
hope by lo cal poople . There has b een some expans ion 
o f  hotel facil it ies , b ut the main impact on the 
t own has come from Pertamina . 

2 .  Development in the region seems most likely t o  
o c cur o n  an a d  hoe basis , independent o f  surveys , 
mas ter plans and so forth . Ent erprises p roposed 
in the 19 74-75 survey , such as cas sava pellet izat ion , 
a cold  storage factory , motorized f ishing , a cement 
facto ry ,  were already in the pro ces s o f  being 
estab l ished . Public sector plans fo r expans ion 
and upgrading have b een loosely co-ordinat ed by an 
inter-department al connnit tee in Jakart a estab lished 
around 19 70 , b ut fo r the most  part individual 
enterprises conceive and implement their plans 
auton omously . The Aust ralian governmen t ' s  concen
t rat ion on specific public ut ility proj ect s reflect s 
this fact . Aust ralia agreed in 19 75 t o  as sist in 
the development o f  Cilacap ' s  water supply system .  

18sinar Harapan , 6 Sept . 19 74 . The Bupat i ,  Kol .  Mukmin , 
denied that any compuls ion had been used . In the case of  
land acquired by  Pertamin a , a p rice commonly quoted in the 
town was Rp 210 per square met re paid by Pert amina compared 
with Rp 100 actually received by kampung dwellers . 

l9Eight per cent deduct ion was reported as a s t andard fee in 
the case o f  fishing enterprises , b ut this figure was ob t a ined 
from Fisheries Authority ( Dinas Perikanan)  sources and may 
well b e  an undere s timat e . 
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However , it is  not clear that any maj or  deci sions 
about the overall plann ing s t ructure have b een 
taken and a further period o f  laissez-faire develop
ment appears t o  have begun . 

3 .  The AIMI'O concept depended heavily on establishin g  
' special relat ionships ' with t h e  nat ional , pro
vinc ial and local autho rit ies . ( One part icipant 
company , M. G .  Kailis ( Perth ) , undaunted by AIMI'O ' s  
failure , tried to distance its operat ions s t ill 
furthe r from Jakarta by forming a co-ope rat ive 
fishin g venture in the Aru Islands , but was frus
t rated by a combinat ion of Indones ian naval and 
Japanese interest s . ) 2 0  Such tendencies are now 
perhap s declin ing and might be regarded as a product 
of  inexperience and the general euphoria character
iz ing Aust ral ia-Indones ia relat ions during the 
early Suharto years . In AIMI'O ' s  favour it may b e  
said that their s cheme , for al l it s limit at ions , 
did awaken Indon es ian interest to the natural geo
graphical advant ages of Cilacap . 

4 .  The Au st ralian government has maintained a low 
pro f ile and carefully tailored its  involvement in 
Cilacap in line with shift s in Indones ian policy . 
For example , the failure of Indones ian ent erp rises 
to gain port development con trac t s  deriving from 
Aust ralian aid funds became a mat ter o f  some 
diplomat ic emb arrassment and pol icy was mo dified 
accordingly aft er a vis it by Whitlam to Indones ia 
in Sep temb er 1974 . 2 1  Although the Gadj ah Mada
Crooks-Michell repo rt went into s ome aspects in 
greater depth , especially with regard to market ing 
and employment , the bas ic fact s of  the s ituat ion 
had been substan t ially covered in the Tut tle Report 
of  19 7 0 . Aust ral ia was nevertheless will ing to 
obl ige with an elaborat ion of it s previous effort s , 
this t ime in conj unct ion with Indones ian partners . 

5 .  The Aust ralian government from the 'out set has b een 
afforded ext ens ive opportunit ies to advise on maj o r  
pol icy aspe c t s . In part icul ar , t he t e rms o f re fe r
ence o f  the Gadj ah Mada-Crooks-Michell report 

2 0
see Kail is ( 1 9 7 1 )  for a crit ical account of this p roj ect . 

2 1
sinar Harapan, , 3 Sept . 19 74 . 
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s t res sed employment and dis tribut ion aspects . 
In pract i ce , Aust ral ia has b een very caut ious and 
has mos t ly con centrated on a l imited technical and 
economic brie f , t aking its cue from the Indonesian 
government as to  the matters it raises and the 
depth to which they are invest igated . 

Aust ralian involvement in o ther p roj ect s in entral 
Java - such as the Serayu River survey , as sistan ce to railways 
and agricult ure-related and demo graphic s t udies at Gadj ah 
Mada Univers ity - o ffers considerable prospects fo r Aust ral ia 
to devise st rategies for rural development and employment 
creat ion schemes in one o f  the poorest , most densely populat ed 
regions  o f  Indonesia , if that indeed represents  a serious 
goal o f  Aus t ralian policy .  

Ass is t ance t o  Indonesian railways 

Aust ral ian assistan ce has been part o f  an overall 
rehab ilitat ion and expans ion pro gram worked out b etween the 
Indonesian Department of Railways (PJKA) , the World Bank and 
Bappenas , covering diesel lo comot ives , carriages , wagons , 
signall ing , braking equipmen t , b ridgin g  and t rack renewal 
and improvement o f  teleconnnunicat ions . Z2 

Aust ralia init ially became involved in 19 68 following 
an Indones ian request to  invest igate bridging and t rack 
requirements . S ince 19 75 a p ermanent Aust ralian Railways 
representat ive has b een s tationed at the PJKA headquart ers 
in Bandun g .  In 1 9 6 8  the inten t ion was to purchase ready-made 
bridges and ra ils , probably f rom Japan or the USA. Ins t ead , 
Australia recommended provis ion o f  basic  mat erials s uch as 
st eel b ars , bolt s , but s and fasteners as a basis for manu
facture o f  bridges and rails in the railway workshops at 
Bandun g ,  t o gether with appropriate  technical ass ist ance . 
This reduced co s t s  to around 40 per cen t  of  the original 
import propo s al , at the same t ime increas ing employment and 
upgradin g local skill s . Subs equently a policy of local 

22 n d d .  . . h .  . b d . . ata an is cus s ion in t is sect ion are ase on interviews 
with the (Aust ralian )  Commonwealth Department of Railways , 
the Indone s ian Railway Authorit ies (PJKA) , consult ants from 
the West  German Railways act in g  as advisers to the Wo rld 
Bank and Bappenas in Indones ia and Wo rld Bank consult ants  
from the  Canadian Pacific Railways in Indonesia in 19 75-7 6 .  
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man ufacture h a s  b een applied more generally to Indones ian 
railway workshops ,  although maj or items such as locomot ives 
and signalling equipment will probably b e  purchased from 
overseas fo r some t ime to come . 

Nevertheless , the PJKA has seriously considered purchas
ing rails from Japan on a ' soft  loan ' bas is , even though 
this woul d cost  around three t imes mo re than lo cal manufact ure 
us ing imported Aust r al ian steel supplied free of charge . 
These pressures could probably not have b een withstood but 
for the st rong po sit ion taken by a team o f  consultants from 
the West German Government Rai lways advis ing the PJKA and 
the Wo rld Bank . Dif ficul t ies have also b een experienced in 
pers uading offic ials at Jakart a ' s  port of  Tanj ung Prick and 
at the railway s t o res depot of  Manggarai , Jakart a ,  to move 
Aust ral ian equipment and materials . Aust ral ia ' s  sys tem o f  
gran t  aid , i t  has b een suggested elsewhere , provides a ' lack 
of f inancial incent ive ' while Colombo Plan representat ives 
have res isted demands for ' uns cheduled ' charges by Indones ian 
carriers (Vaisey c .  19 72 ) . 

A Wo rld Bank survey conducted in 19 75-76  indicat ed that 
op erat ional weaknesses , reflect in g  poor morale and qual ity 
of sen ior personnel , were having det riment al consequen ces 
at  all levels . It seems also t hat some Indones ian economic 
planners t end to t ake a negat ive view of the potent ial o f  
the railway sys t em relat ive t o  road t ransport . It is t rue 
that many aspect s of railway moderniz at ion are capit al 
inten s ive , while some forms of  road t ransport such as t he 
Colt (minibus ) may well assist  the growth of small ent er
prises . The Aust ralian government should n evertheless 
en courage Indonesia to assess the advant ages o f  railways as 
a cheap form of freight and mass passenger t ransport , which 
are cap ab le of  serving both rural and urb an areas , p art icularly 
in mo re crowded regions such as Java , thereby as sist ing 
decent ral iz at ion of  economic act ivity and employment . Railway 
workshops , which repres en t  an older pat tern o f  indust rial
ization , could no doub t  be adapted to serve the needs of  
other small an d medium industries . 

Although this p roj ect f it s  within the orthodox Colombo 
Plan public ut ility pat tern , it s co res higher than most in 
us ing local labour , skills and resources . The Aust ral ian 
proj ect leadership has had some suc cess in mob iliz in g  suppo rt 
fo r this type of philo sophy within the PJKA, but in the 
pro cess some embarrassment and tens ions have b een created at 
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higher levels o f  the Indonesian government . The proj ect is 
therefore looked on with some dis favour by Aus t ralian aid 
authorit ies . 

Bogar Wat er Supply Proj ect 

Wat er supply s chemes at Bo gar (W . Java) an d  Denpasar 
(Bal i )  provide bet t er support fo r o f f icial explanat ions  as 
to how proj ects are selected . 2 3  They al so represen t  the 
t radit ional type of  Colombo Plan proj ect , ass i s t ing public 
ut ilit ies in the urban indust rial sector . However ,  some 
interesting pro cedural asp ects  emerge from these proj ect s , 
together with quest ions about their ult imate end use . 

The Bogar Water Supply proj ect has cost  roughly $2 
million . This p roj ect and one o f  s imilar scope at Denpasar 
(Bali)  were start ed within a y ear of each - ab out 19 7 0- 71 -
and thus con ceived during the same era o f  aid policy . Repel ita 
I in cluded provis ion for wat er s upply rehab ilitat ion and 
expans ion in twenty-s ix Indonesian cit ies , from which Aust ralia 
was asked to s elect two . Although Jakarta was cons idered , 
Bogor and Denp asar were selected fo r budget reasons  and as 
medium- s iz e  proj ect s where Australia could be given overall 
responsib il ity and an opportunity to achieve a demon st rat ion 
effect . In the case of Denpasar , the planned expans ion of  
tourism was an important fact or in the  eyes of  both countries . 

Execut ion o f  proj ects was handed over to consultants , 
working in conj unct ion with the Indonesian Department of  
Public Works and Electricity (PUTL) . ( In the  case of  Bogar , 
the consultan t s  s elected were Vallentine , Laurie and Davies 
and in the case of Denpasar , S cott  and Furphy . )  Both 
proj ect s invo lved locat ion of adequate underground or surface 
water sources and ins t allat ion of relevant pipes , meters , 
tap s  and f i t t ings . All of  these , plus wrought iron , cement 
and asbestos have b een provided from Aus tralian sources . In 
the case o f  Bogar , the main suppliers were Tubemakers ,  Vinidex 
and Hardie , operating through their Indones ian j oint venture , 
P . T . Harflex , conveniently sited between Bo gar  and Jakarta . 
Lo cal sand and building mat erials were provided by PUTL . 

Some difficult ies occurred at Bo gar in relat ion to 
reticulat ion work undertaken by a local contractor . Delays  

23Informat ion in  this sec t ion based on  interviews with Aust
ralian aid authorit ies , Australian consultants  and Indonesian 
wat er authorit ies (PUTL) . 
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o f  s everal months o ccurred on the Aust ralian s ide in supplying 
equipment and fittings . At that t ime the p rocedures for 
supply and tendering were cumb ersome , involving as a common 
pat tern three months for checking on specif icat ions by the 
Commonwealth Department of Supply , two months preparation 
and put t ing out to  tender and up to six months for collect ion 
o f  equipment , transportation , cus t oms pro ces sing and delivery 
to the site . As a resul t  o f  the Bo gar experien ce , the first 
stage was eliminated and the Department ot Works was allowed 
to accept specif icat ions directly from the proj ect t eam. 
Nevertheles s , mo st  Colombo Plan proj ect s continue to  exp eri
ence supply bo ttlenecks at both the Aust ralian and rn·donesian 
ends . 

At Bogar training was conduct ed ' on sit e ' through a 
counterpart syst em ,  the Australian t eam withdrawing in 1 9 7 6 . 
During the p eriod ot  expans ion planned up to 1990  there will 
be cont inued dependence on supplies from Australia and P . T . 
Harflex , though the Aust ralian t eam left  behind some supplies 
when they withdrew . The consultant s have b een engaged on 
other work in Indonesia fo r the World Bank and will con t inue 
to ho ld a ' wat ching brief ' on operat ions at Bogar . 

At Bogor , it  seems clear that despite provis ion o f  some 
drinking taps in public places and in kampung areas , the 
water supply is mainly int ended for privat e resident ial 
purpo ses . Wat er flow is planned to increase from 100 litres 
to 760 litres per s econd b etween 19 70 and 1990 , 24  evidently 
based on proj ect ions of Bogor ' s  growth as a res ident ial area 
fo r Jakarta , the growing indus trial area on the Bo gar-Jakarta 
road , and the c i ty ' s  absorp t ion into the enlarged conurbat ion 
of Jakarta , Bogar , Tanggerang and Bekasi ( Jabot ab ek) . 2 5  

The long- term wat er demands flowing from the Jabotabek 
development are not known , but the pro spect s of indus t rial
izat ion spreading to Bogar it self are cons iderable . Maj or 
road const ruct ion schemes are already cutt ing into agricul
tural land and the comb in ed effect of indus trializat ion , 
re sident ial overspill and tour ist development makes the future 

24
Air Minum Bogar , Direktorat Tehnik Penyehatan , Dir-Gen . 
Cip ta Karya , Depar t ernen Pekerj aan Umurn Tenaga List rik 
(PUTL) Jln . S il iwangi No . 4 ,  Bogar , pp . 1-2 . 

25A dis cus sion o f  the Jabotab ek proj ect may be found in 
Rahardj o ( 19 75 ) . 
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Most  urban kampung areas had b een covered at  least with 
stand pip es in yards or s t reets by 19 76 . In 19 75  a sys tem 
of differen t ial pricing was worked out , it is claimed , at 
the Co lombo Plan t eam ' s suggest ion . Cheaper rates were set 
favouring smaller ' non-permanent ' and ' semi-permanen t ' 
dwell ings , rising steep ly at higher levels of  consumption . 
The as sumpt ion tha t  bet t er off  res idents  in ' permanent ' 
dwellin gs will consume more water is  certain ly correct . 
However , Peter Mccawley has argued forcefully in the case 
of  elect ricity that , b ecaus e the rich consume more , the 
total sub sidy to them from t iered rat es is greater and thus 
a greater quantity of resources is diverted for their b enefit 
at the expense o f  poorer group s (Mccawley , 19 7 l : Table 13 . 1 3 ) . 
Such reasoning could equally b e  applied in the cas e o f  water 
supply . Addit ionally , in Jakarta and Bandung high unofficial 
charges are demanded to speed up ins tallat ion , thus further 
disadvantaging poorer res idents . For these reasons , some 
economist s  favour ' full cos t ' pricing for all users , though 
an alternat ive way to meet such obj ections would b e  to t ier 
rates even more s teeply , ensuring that richer group s  pay 
well above the average cos t s  of  supplyin g  the service to all 
users . 

The est imates o f  rising populat ion on which demand 
proj ect ions were based presumably derived from off icial p lans 
for indus t rial and resident ial development proj ec ted in the 
lat e 1960s . However , the Jabotab ek conurbation plan has only 
surfaced in the Indones ian media as a widely known goal of 
off icial policy s ince 19 74- 75 . Apart from the init iative on 
pricing pol icy near the end o f  the Colombo Plan team ' s 
involvement , Australia has shown lit tle concern with quest ions 
ot end use or with the overall plan of development for the 
Bogor region int o  which the water supply proj ect would fit . 

Agriculture , research and higher educat ion 

Two main pro grams are cons idered in this sect ion : one 
is the Australian As ian Universit ies Co-operative S cheme 
(AAUCS ) , and the other the Bogar An imal Res earch Inst itute 
( CSIRO) . Re feren ce is also made to various typ es of assist
ance relating t o  animal health services . Thi s  as s istance has 
b een related to a maj or World Bank sponsored catt le ranching 
proj ect in East ern Indones ia which provides an important link 
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between these two pro grams . 

The origin s  o f  both s chemes can be traced to an unsuc�  
cess ful propo sal init iated by  the  Aust ralian Ins t itute for 
Agricultural S cien ce (AIAS ) in 19 6 7  for the es tablishment 
of an Aust ralian Inst itute of Overs eas Developmen t . 26  This 
proposal was als o  s ponsored by the Aust ralian Freedom from 
Hunger Campaign Commit t ee ,  the Aust ral ian Agricultural 
Economics So ciety an d the Royal Society . It was claimed 
that Aust ralia ' s  long experience in agricult ural s ciences 
placed her in a st rong pos it ion to help alleviate world 
sho rtage of food supplies relative to populat ion growth . 
The Inst it ute would undertake applied res earch , ext ens ion 
and train ing act ivities at a s elect ed centre in Southeast 
Asia .  Within Aust ralia it would evaluate reque s t s  for agri
cultural aid , main t ain a register of p ersonnel prepared to 
work overseas , arrange orient at ion courses , conduct seminars 
and prepare extension material . Finance would come from the 
sponsorin g  organ iz at ions but approaches would also  b e  made to 
the Aust ralian governmen t , to private industry and overseas 
foundat ions . It was also envisaged that in some instan ces 
fee for service work could be undertaken . 

In p lanning its field program it was envisaged that the 
Institute would follow the formula for success attributed to 
the Ford and Rockefeller Foundat ions , who concen t rate on a 
res t ri ct ed range o f  prob lems where the result s could have 
wide potent ial applicat ion and work closely with local inst i
t ut ions . Res earch was to be located in a count ry accep tab le 
polit ically t o  the Aust ralian government ,  close to exis t ing 
educat ional ins t itut ions and ' should be so  located that it  
is in a place lar ge enough to supply normal t e chnical and 
agricultural services , and which has good air connect ions to 
enable the ready supply o f  specialised equipment , personnel 
from Aus t ral ia , vis it ing s cien t is t s  and trainees et c . ' 
(At tachment VI , pp . 6 - 7 ) . The Aus t ralian locat ion was t o  be 
Canb erra , close to the Commonwealth S cient ific and Indust rial 
Res earch Organ isat ion ( CSIRO) , the Aust ralian Nat ional 
Univers ity (ANU) and relevant government depar tments . 

Two survey missions t o  Indones ia during 19 6 9  resulted 
in a Memo randum o f Unders tan ding b eing drawn up b etween AIAS 

26AIAS proposal paper s ubmit t ed to the Canb erra Int er-Associ
at ion Commit t ee on Agricult ural Aid , 29 Sep t . 1969 ( toge ther 
with attachmen t s  relat ing to detailed asp ects ) . 
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and the Indones ian Department of  Agricult ure .
2 7  

This was 
actually signed by the Indones ian s ide . Aid Divis ion had 
b een kep t in the picture from an early stage , had ass isted 
the two s urvey miss ions and in other ways indicated support .  
However , the s cheme seems to have b een finally buried by the 
two government s  some time in late 19 69 . 

I t  seems that despite their s ignature of  the Memorandum 
o f  Understandin g  with AIAS , the Indones ian authorities were 
lukewarm about the s cheme . A maj or reorgan iz ation of  higher 
educat ion in agricult ure was under way as part of  a general 
res t ructuring o f  Indonesian univers it ies . In March 1969 a 
USAID team had recommended that a consort ium of American 
univers it ies b e  fo rmed to concentrate on building up teaching 
and research capab ility at the two leading (pembina) Agri
cultural S cien ce and related complex of facult ies at Bo gar 
Agricultural Inst it ute ( IPB ) and at Gadj ah Mada Un iversity , 
Jogyakarta. 2 8  According to this s cheme o f  things , agri
cult ural res earch at other p rovin cial cen tres would take a 
secondary place and be depen dent for funds and expertise on 
a consort ium o f  p emb ina or ' feeder ' facult ies under the 
auspices of the Department o f  Higher Educat ion and Culture , 
which would also control fo reign cont act s with individual 
univers it ies . 

In re trospec t ,  s ign ing of  the Memorandum o f  Unders t anding 
by Indones ia may b e  seen as a diplomatic ges ture , though 
either this was no t immediately appreciated by the Aust ralian 
aid authorit ies or was simp ly not conveyed to the Aust ralian 
sponsoring organ izations . The AIAS s cheme would have estab
lished an agricultural research stat ion near Medan , with a 
primary emphas is  on food and cash crops . 29  From early 19 70 , 
or probab ly ear lier , Aust ralia was st rongly urged to concen
trate on research , educat ion and related technical ass istan ce 

2 7  
Memorandum oj" Unders tanding bet:ween the Department of 
Agricul ture of the Repub lic of Indonesia and Aus tralian 
Ins titute of Agricultural Science, signed in Jakarta , 18 
July 19 69 . 

2 8
Agricultural Educat ion Team,  Pre-Contrac t Survey , USAI D ,  
Jakarta , 2 8  March 1969 . The team leader was Dr I r a  Baldwin . 

29
Kebun Jeruk is located near Teb ing Tinggi , some 100 km 
southeast o f  Medan . By all account s it was a highly suc
ces s ful agricultural res earch and ext ens ion centre run for 
many years by Mr H .  Wes tenb erg (an Indones ian cit izen of  
mixed Dutch-Indonesian origins ) with military support . 
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in the t ield o f  animal husbandry and to concen t rate efforts 
in the eastern hal f  o f  Indones ia.  To some ext ent , this was 
s imply a quest ion of allocat ing areas of respon s ib il ity in 
t idy parcels in o rder to achi eve some politically accep tab le 
regional balan ce in the des ignat ion of pemb ina facult ies or  
at least channelling s ome measure o f  foreign as s is tan ce by 
way of compensat ion to those universit ies who had to miss 
out . Such factors must  be balanced against  o ff i cial ration
al izat ions later advan ced by the Aust ralian aid authorit ies 
s t ress ing Aust ralia ' s  special experience with cat t le , the 
geographical proximity and climat ic s imilarit ies between 
Indones ia ' s  east ern islands and Nor thern Aust ralia . 

I t  seems likely that certain stylis t ic features o f  the 
AIAS s cheme were a litt le dis concerting to senior In dones ian 
agricultural planners . The Overseas Development Ins t itute 
would b e  located near Medan in the Teb in g Tinggi area . It 
was p lanned to work in close as sociat ion with Kebun Jeruk 
agricultural res earch s t at ion located nearby , . which placed 
a strong emphas is on ext ens ion work , consulted clos ely with 
local farmers and in general respected local and pract ical 
as well as academic knowledge . Dr David Penny , a member o f  
the first survey miss ion , had during h i s  s everal y ears ' 
as so ciat ion with the University of No rth Sumat ra30 encouraged 
this type of  approach amon g s tudent s and developed close 
links with Keb llll Jeruk . 

The Bimas concep t which originated at Bogar during the 
lat e S ukarno years was also influent ial in North Sumat ra . 31  

As part  o f  a mas s  effort in agricultural ext ens ion s t udents  
and ' exp erts ' lived in villages , exchanging ideas on an equal 
social foot ing with farmers and other rural people . The 
Suharto gove rnment lat er at tempted to app ly the Bimas formula 
acro s s  large areas o f  Indones ia .  Unfortllllately , in an att emp t 
to achieve rapid increases in rice product ion , the key 
qualitat ive feat ures of the o riginal scheme were overlooked . 
Inadequat ely p repared students  and ext ension workers in 
insuf f icient numb ers were given areas t oo large to cover , 
while the mil itary sometimes adopted heavy-handed methods 
against f armers cons idered insufficiently co-operat ive . 

JO
Dr Penny was a vis i t ing lecturer at this university from 
1958 unt il 1 9 6 2  and in 19 64-65 . 

31Fo r an outl ine his t ory of Bimas see Ro ekas ah and Penny 
( 19 6 7 ) . 
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Overall , too much emphas is seems to have been placed on 
technical asp ec t s  and not enough on quest ions of connnunity 
involvement ,  mo t ivat ion , soc ial st ructure and so forth . 32  

By the time o f  the AIAS p roposal , many agricult ural planners 
were b eginning to react against  deficien cies apparent in the 
revis ed Bimas app roach , but certainly not to  the ext ent o f  
returning to t h e  o riginal concept .  

In short ,  the AIAS app roach was , to use a Javanese term,  
insuf ficient ly halus . 33 The Indones ian authorit ies there fore 
quietly procras t inated unt il Aust ralia came up with mo re 
reas suringly bureaucrat ic p roposals , in line with their own 
priorities . The AIAS scheme was buried and resurrected in 
a new and highly t echnocrat ic form ,  with a ten-year proj ect 
for development of  an Animal Res earch Ins t it ute  at  Boge r  
under the leadership o f  the CSIRO .  A les s p ro fessionally 
aggres s ive , but no less elit ist set o f  arrangemen t s  were 
prepared in relat ion to the field of higher educat ion in 
agricultural sciences , in the form o f  the Australian-As ian 
Univers it ies Co-operat ion S cheme (AAUCS) . 

Aust ralian-As i an  Universit ies Co-operat ion S cheme (AAUCS )  

In 1968  the Aus tralian Vice-Chancellors ' Committee 
(AVCC) had ' ac cepted the invitat ion from the Aust ralian 
Department of Ext ernal Affairs to revive earlier proposals 
to cooperate with the government s  of  Indones i a ,  Malays ia 
and S ingapore in rais ing the standard o f  tertiary educat ion 
in these countr ies ' . 34 A s eminar at the ANU in Octob er 196 9  

32 
Franke ( 1 9 7 5 : 159-69)  argues that the S uharto government 
had des troyed farmers ' and student s ' organiz at ions which 
had b rought success t o  B imas and s imilar pro grams during 
earlier y ears . Large-scale corrup tion was also alleged in 
relat ion to s everal mult i-nat ional companies . 

33For an account o f  this and related Javanese values s ee 
Geertz ( 1960  Part 3 : especially Ch . 1 7 ) . Ideas o f  politeness , 
refinement , s ub t lety and smoothness form part o f  this highly 
comp lex concept , which also conveys a s t ron g sense of  
hierarchy and aloofness from the  material concerns o f  the 
lower social o rders . 

34
Aust ralian As ian Univers it ies Co-op erat ion S cheme (AAUCS) , 
Report of th e Mission to Indonesia 9 June-1 July 1 9 70 
( Internal Report to the St anding Commit t ee of  the Aus tralian 
Vice-Chancellors ' Commit tee) , p . 8  ( 3 . 1 . 1 ) . 
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established guiding principles and the  Firs t  Survey Mis s ion 
left for Indones ia one month lat er . Funds had already been 
allocated in the 1969-70 budget for various items to assist 
Indones ian universit ies over and above the cost  o f  the two 
AAUCS survey miss ions and before these mis sion s had repo rte d ,  
a s  i s  normal for aid proj ect s . 35 AAUCS had in any case been 
established in Septemb er 19 69  on the basis of an exchange 
o f  lett ers b etween the Department of Ext ernal Affairs and 
the AVC C .  This pro cedure obviat ed the need to awai t  a formal 
request fo r specific as s i stance routed through Bappenas . 

The f irst AAUCS Mis s ion Report generated some controve rsy . 
Professors Donald and Turner had undertaken a survey in 196 3 ,  
though their report ' could no t b e  implement ed owing to 
unforeseen ci rcumstances that developed sub sequently ' ( ib id . : 
2 )  ( i . e .  the pol itical upheavals o f  the 1964-66 period) . 
It appears that , as a result , some level o f  rapport  had been 
developed with the Univers ity of Brawij aya , Malang (East 
Java) during the earlier period and some sen s e  of moral 
obl igat ion existed as a result of these previous recommend
at ions . Significant philosophical differen ces became apparent 
between the team memb ers , resul t ing in a dissenting report 
by Dr Penny , as a member of the f irst AIAS miss ion . 

The maj ority report  recommended an Australian unit in 
Malang , emphas iz ing animal product ion , and that another 
Austral ian group should co-operate at an overall level with 
the Faculty of Agricult ure at either Brawij aya or North 
Sumat ra , both of which had b een class i fied as madya facul
t ies . 36 Penny cons idered that the maj or effort  should be 
made at Bo gar on the grounds that Aust ral ia had almost no 
experien ce of wo rking in the agricult ural field in Indones ia  
an d should therefore b egin at the  s t ronges t inst itut ion , 
where an advanced s cient ific app roach had more chan ce o f  
b eing appreciated (Penny , 19 70) . A second Aust ralian teachin g  
unit should be located a t  Medan , o n  t h e  grounds that Java ' s  
needs could b e  s erved from the pemb ina facult ies at Bogar 
and Jo gyakarta and agricultural condit ions in Sumat ra bore a 
great er resemblance to tho se in the tropical regions of  
Aust ralia , or  at Hasanuddin Univers ity , Makassar ( South 
Sulawes i) , a maj or regional centre emphas iz ing animal 

35
AAUCS , Firs t Progress Report , Decemb er 19 70 , pp . 30-2 . 

36 f h 
. . 

I d 
. 2 3  N mh AAUCS ,  Report o t e ft1issbon to n onesba, ove er-

21 December 1 969, pp . 1 3-20 . ' Madya ' means a mid-level 
and ' muda ' an ' underdeveloped ' faculty . 
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husbandry and ranking high in Indonesian priorit ies . I f  a 
third unit was es tab l ished , this could be at GMU , Jo gyakarta , 
the only o ther pemb ina faculty in the f ield o f  agriculture , 
with Brawij aya a poor fourth cho ice . ' Indones ia ' s  agricul
t ural po t ent ial lies mainly in the outer islands ; and it is 
j ust not po ssible that Java ' s  [ s evere ] food and populat ion 
problems can be solved by concent rat ing the further develop
ment of higher agricultural educat ion at inst itut ions located 
wholly in Java ' : ( ib id . : 4 ) . Penny took a poor view o f  the 
s cient ific and academic in fras t ructure of Brawij aya at that 
t ime , which should therefore only be considered with great 
reluctance if the previous moral commitment was cons idered 
too s t rong . 

The o f ficial report made no effort to deal with these 
crit icisms of  the Brawij aya locat ion and stated its reasons 
in very general terms . Apart from the aspect o f  ' moral 
obligat ion ' deriving from the earlier survey in 196 3 , the 
main reasons advanced in favour of Brawij aya related to 
enthus iasm and willingness to learn o f  staf f , pleasantness 
of  cl imate , ' nearnes s  to Aus t ralia ' of  the heavily populated , 
undernourished region o f  East Java and the opportunity for 
a specific Aust ral ian impact in a s ituat ion where development 
had been limited and no other ass is t ance was being offered . 
With regard to this last  argument , Penny ' s  view was that any 
Aust ralian impact depends on do ing a good j ob and gainin g 
recognit ion as part  o f  a t eam. This in t urn depends on goo d  
p ersonnel being sent t o  work in feas ible situat ions , where 
the ground has b een well prepared . 

The maj ority view was accepted on the quest ion o f  
locat ion , toge ther with agreed recommendat ions concerning 
fellowships for pos t-graduate s t udy in Aus t ralia , a special 
role for the Un ivers ity of Queens land in the field of tropi cal 
agronomy , sponsorin g  of annual Southeas t As ian conferences 
on agricult ure , f inance for equipment and j ournal s and a 
further survey o f  agricultural extens ion services ( see 
Williams , 19 70) . In the light of  ten years of  experience 
at Bego r  by a Univers ity of Kentucky team , the miss ion was 
agreed in its  oppo s it ion to direct undergraduate teachin g .  
The emphas is in st ead should be on as sis t ing and up gradin g o f  
s taff , course content an d  research . 

A second S urvey Mis s ion , following a s t rong request  
from the Indones ian Department of Higher Educat ion and 
Cul ture , shi f ted the emphas is of  the program to Eas t ern 
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Indones i a .  Efforts  were to b e  concentrated at the  Univer
sit ies of Brawij aya , Udayana , Denpasar (Bali) , whi ch had not 
featured at all in the firs t  Repo rt , and Hasanuddin , Uj ung 
Pandang - formerly Makassar - ( S outh Sulawes i ) . The reason 
cit ed by the Second Mi ssion for this regional emphasis was 
the exist en ce of ' a great er pot ent ial for applying Aust ralian 
exp ertise in tropical pastures and animal product ion ,  possible 
economic pot en t ial in the fut ure for Indonesia and closer 
geographical ass ociat ion wit h this  country (Aust ralia) ' . 3 7  

In this context Hasanuddin University has developed close 
links with the World Bank sponsored catt le-ran ching proj ect 
while Udayana University i s  closely linked t o  programs for 
promot ing exports of  live cattle from Bali . It was also 
argued that the MUCIA consortium ' s efforts at Jogyakarta  and 
Bogar ' might wel l have reached the point o f  a diminishing 
return p er unit of ef fort ' . 38 Pos sib ly the two Aust ralian 
survey miss ions , apart from the dissen t ing view expressed 
by Penny , had doub t s  about the j us t ice o f  concentrat ing 
resources at a few s t rong centres , though there may also 
have b een some ' s our grapes ' react ion against apparent 
American pre-emp t ing of the b est  locat ions . 

The Second Miss ion recommended against sending Aust ralian 
expert s on a long-term res ident ial basis . Inst ead it was 
proposed that t eams of vis it ing specialis t s  should conduct 
short courses ( the no rmal period has proved to be from 3 to 
5 weeks ) in fields p roposed by the ho st university . Such 
courses would be prepared by consul t at ion in advance between 
the part ies . 

While short courses are concentrated at the three 
universit ies in Eas t Java , Bali  and South Sulawes i ,  some 
bas ic t eaching equipmen t , together with some Aust ralian 
j ournals , have b een sent to a total o f  n ine universit ies . 
This creates some confus ion , since although the short courses 

37
AAUCS ,  Report of the Mission to Indonesia, 9 June-1 Ju ly� 
1 9 ?0 ' p . 12 .  

38Ib id . MUCIA cons ist ed of  a cons ort ium o f  five US univer
s i t ies originally fo rmed in 1964 under the title ' Mid-Wes t  
Un iver s i t ies Consort ium fo r In t e rnat ional Ac t ivi t ies ' con
s is t ing of the Univers i t ies of Michigan , Wis consin , Illinois , 
Indiana and Minnes ota . For general b ackground on the role 
o f  MUGIA in Indones ia see AID/MUCIA/ Indones ia Program for 
the Development o f  Higher Agricultural Educat ion , Operational 
Plan , USAID , Jakarta , 15 June 19 7 1  and Baldwin ( 1 9 7 1 ) . 
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are always held a t  one o f  the three named universities , they 
are at t ended by s taff from the other inst itut ions . S in ce 
cours es are int ended t o  ident ify areas of  follow-up resear ch , 
this naturally leads t o  request s for visits  to  thos e univer
s it ies by Aust ralian expert s and for awards of  fellowships 
in Australia . 

Short courses have b een o f fered in a divers ity of fields 
such as t rop ical pastures , b ee f  p roduct ion , agronomy of 
annual crop s , cat t le breeding , poult ry diseases , livestock 
ext en s ion ,  innnunology ( at Bogar) , hort icult ure , p lant pro
tect ion and research methods . 39  Support has b een given for 
resident ial Aust ralian specialist s in demography (Univers ity 
of Indones ia , Jakarta) and agricultural economics ( GMU ,  
Jogyakarta) . One Australian is regularly ass igned to tour 
Indones ian universities t o  advise on the use and maintenance 
o f  equipment supplied through AAUCS . Surveys have b een 
undertaken on ext ension work (Williams, 19 70) , teaching o f  
English ( Angel , 19 7 1 ) , teaching of  bas ic s cien ces (AAU CS ,  
19 7 5 ) , and forestry educat ion ( Ovington and Carron· , 19 7 1 ) . 
Special Mas ters ' degree programs have b een es t ab lished in 
the fields of demography and agricultural economics at the 
Development S tudies Centre at the ANU , Canberra . As s istance 
has also b een given towards preparat ion o f  Indones ian t ext
books in thes e f ields . 40 

Despite this wide range o f  act ivity AAUCS operat ions in 
Indones ian create an overall impress ion of dif fusion of 
e ffort and dis continuity . The Academic Director , currently 
locat ed in Melbourne , works on a part-time bas is . The 
rej ect ion o f  f ull-t ime residen ce in Indonesia as a regular 
feat ure of the AAUCS program denies Aust ralian agricult ural 
specialis t s  the opportun ity for con t inuous , in-depth dialo gue 
with Indonesian colleagues , while too much depends on random 
contacts by short-term vis it ors . 

Aid p ersonnel o ften refer to the AAUC S  as Australia ' s  
most success ful Colombo Plan proj ect in Indones ia,  whereas 
it could b e  argued that whatever their o ther short comings , 
s t andard- type Colombo Plan proj ect s at least stress cont inuity 

39 Report s on most  of these courses may be obtained from the 
AAUCS S t anding Connnittee of  the AVC C ,  P . O . Box 1142 , 
Canb erra , ACT , 2 601 . 

40
Deve lopment Studies Centre News le tter , ANU , Canb erra , no . 5 ,  
August 19 7 7 , p . 4 .  
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and on the spot at t ent ion to prob lems . Accoun t ability for 
proj ect implementat ion res ts  with a Proj ect Leader , whereas 
with the AAUCS it res t s  with a S t anding CoIImlittee of the 
AVCC ,  consis t in g  of p ersonnel whose knowledge of Indones ia 
is slight and whos e interes t s  are inevitab ly diffuse . 41  The 
s cheme is unlikely t o  realize it s full poten t ial unt il t hes e 
st ruct ural defects are t ackled effectively . 

Diplomat ically , it must  be conceded that the AAUCS 
seems t o  have b een a succes s ,  at least with higher levels 
of  the Indonesian governmen t , as Aus tralian vis itors come 
and go , often ret urning for further short vis it s , greeted 
with cust omary Indones ian cordiality and warmth . While more 
dis cerning Indones ian specialist s may feel some sense o f  
impat ience , an impo rt ant , though laten t , goal o f  Aust ralian 
diplomacy in Indonesia is ful filled by a vis ib le Aust ralian 
presen ce in a series o f  provincial centres . With charact er
is t ic amat eurism , Aus tralia avo ids the type of  involvement 
in Indonesia ' s p roblems and as s ociated diplomat i c  and cult ural 
burdens of long-term ' inst it ut ion-building ' stoically under
t aken by USAID , MUCIA, and the leading American foundat ions  
( cf .  AID ,  19 68) . At the  same t ime , knowledge is t ran s ferred 
in a leisurely and cordial atmosphere in a manner largely 
oriented towards Aust ralian convenien ce and styles of operat ion 
at home . Some compromise b etween the ext remes repres ented 
by the Aust ralian and American approaches would therefore 
seem des irab le .  

Ass istance in animal research and health s ervices 

Nego t iat ions  for a maj or  Aust ralian involvemen t in 
an imal research in Indonesia began at roughly the s ame t ime 
as the AAUCS ,  but , b ecause of it s s iz e  and complexity , this 
s cheme has t aken longer to ' get off the ground ' .  The p ropos al 
has s ignificant int ernat ional ramificat ions . Late in 1970  
the Wo rld Bank sponsored support for  the concept o f  inter
nat ional res earch ins t it utes (Gurnett-Smith and Goggin , 19 72 :  
Al) . S ir John Crawford was appo inted chairman o f  the relevant 
Technical Advisory CoIImlit tee . In response , Aus tralia expre ssed 

int erest in supporting an inst itut ion on the lines of  the 

Internat ional Rice Res earch Institute  ( IRRI ) , Los Banos , 
Philippines , to research animal product ion and health problems . 

41For ins tan ce , the s econd chairman o f  the AAUC S S tanding 
Committee , S ir George Cartland ( 19 72 - 75 ) , did not visit 
Indonesia during his term o f  o ffice . 

· 
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I t  i s  worth quo t ing a t  some length from a report o f  
this Technical Advisory Connni t t ee in October 19 71 . In a 
sect ion dealing with livest ock research in Southeast As ia , 
the Report states : 

the Chairman . . .  could now report some preliminary 
s t ep s  . . . involving a programme of invest igat ions 
under way under the leadership of  the Aust ralian 
S cientific & Indust rial Research Organisat ion 
( CS IRO) . . .  [ CSIRO ]  had b een willing for some t ime 
to part icipate in or  mount a feasibil ity s tudy of 
livestock p roblems in South Eas t As ia , and at the 
moment had a preliminary miss ion at work in 
Indones ia and Malays ia • . .  delineat ing the f ields 
to which CS IRO might usefully contribute .  This 
would be followed by a feasib ility study o f  an 
area which seemed most  appropriate to strong 
Aust ralian support ; it could lead to work in 
pas tures , it could lead t o  work in crops , it could 
lead to work in animal husbandry , but there was as 
yet no specific commitment b eyond the general 
inten t  of the Australian Government to undertake 
the suppo rt o f  a maj or research activity in South 
Eas t  As ia • . .  It was not clear whether the even t ual 
proposal would call fo r support b eyond that avail
ab le from the Aus tralian Government ; if  it did , it 
might wel l  come to TAC at the request  either of the 
Australian Government or of the Consultat ive Group 
( ib id . : Fl0-11 ) . 

The sub sequent development o f  the proj ect must be j udged 
in the light of this long-t erm Aus t ralian amb it ion to be 
involved in a maj or  way in such a regional res earch inst i
tut ion . It is also clear that the direct ive for Aust ralian 
efforts t o  b e  concentrated in the field o f  animal research , 
pro duct ion and health s ervices came from the World Bank , the 
key bureaucrat ic link in guiding both the AAUCS and CS IRO 
proj ect being p rovided by Sir John Crawfo�·J . 42 It is likely 
that both schemes had b een di scussed info rmally at a much 
earlier st age , since according to the o fficial CSIRO accoun t , 
the Minis ter for Foreign Af fairs had proposed in Feb ruary 
1 9 7 0  that CSIRO 

4 2s ir John Crawford , then Vice-Chancellor of  the Aus tral ian 
Nat ional Univers ity , was the first chairman of the AAUCS 
Standing Connni t t ee of the AVCC . S ir John also maint ained 
close adviso ry l inks with those planning the p ropo sed AIAS 
proj ect . 
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might b ecome involved as an ent ity  in Aust ral ia ' s  
aid programmes . This was t o  b e  on the b as is of  
CSIRO managing a research proj ect funded by the 
Department of  Foreign Affairs ( Gurnett-Smith and 
Go ggin , 19 7 2  : Al ). .  

As early a s  Sept ember 19 71  i t  was determined that 
Indonesia should have first  priority in this general field , 
with Malays ia receiving se cond priority . A j oint CS IRO /  
Fo reign Affairs mi ss ion conducted a preliminary s urvey in 
late 19 7 1 .  In the light o f  the background out l ined earlier , 
it is hard to believe the claim in the miss ion repor t  that 
' Indones i a ,  as having first priority ,  was approached with a 
complet ely open mind ' ( ibid . : A3 ) . 

A s t riking s tatement , which app ears early in the CS IRO 
miss ion ' s  report , reads : 

The s cient ific poverty of Indones ia is shown clearly 
by mos t of its research and educat ional inst itut ions . 
All the research groups in the univers it ies we 
vis ited were in such a stat e o f  ext reme poverty , 
low mo rale. and in many cases of  such low levels of 
train ing that we could not recommend one with which 
we would as sociat e  a first clas s research ins t i� 
t ut ion ( ib id .  : B2 ) . 

It was conceded that s ome government agricultural research 
institutions  achieved a somewhat higher standard , mainly in 
the area o f  estat e crops . Given such an out look , apart from 
staying out of Indonesia altogether , two option s  were open -
either t o  establish an en tirely independen t  inst itut ion or 
to associate with a weak inst itut ion for the sake of good 
diplomat ic relat ion s .  The former policy seems to have b een 
adopted in the case o f  the CSIRO proj ect , while the lat t er 
style of approach found favour in the case o f  the AAUCS .  

The CSIRO preliminary survey seems t o  have been incon
s is t en t  in evaluat ing inst itut ions and po s s ible f ields for 
Aust ralian co-operat ion . In some cases , notably rice and 
estate  crops , exis t ing res earch ins t itut ions were cons idered 
too well developed for Aus tralian part icipat ion , though 
others were rej ected fo r p recisely the oppos ite  reasons . 
While the World Bank Eas tern Is lands cat t le-ranching s cheme 
in Sulawesi , Sumba and (West ) Timar no doub t  accoun t s  init ially 
for Indones ian and World Bank p ressure on Aust ralia to 
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concentrat e on the f ield o f  animal produc tion and research , 
it provides only a limited explanat ion for CSIRO ' s  sub sequent 
act ivit ies . 

Even to a layman , the s cient ific and related geographical 
rat ionale provided by CSIRO seems odd . ' Lack of experience ' 
has no t for inst ance det erred the USA from an int ense 
involvement with tropical crops , while Aus tralian experien ce , 
with at l east s ome relevant crops in northern Australia and 
with rice in no rthern New South Wales , s eems to have b een 
dis counted . Indonesian livest ock is in many ways significantly 
differen t from b reeds found in Aust ralia and in most  cas es 
the lat t er cannot eas ily adapt  to Indones ian condit ions . 
The s cope for cat t le b reeding on the island o f  Java is 
minimal . Climat ic condi t ions in the east ern is lands of 
Indones ia manifest some s imilarity t o  northern Australia , 
though Malang cannot b e  regarded as suitable from this view
point . Almos t no s cope exists  in the Bo gor region for cat t le 
b reedin g .  The s cope for goats and sheep is hardly b et t er ,  
though some s cope exists  for sheep-b reeding in the hills 
above Bandun g .  Presumably , therefore , Bogor  was selected as 
the prime agricultural scientific centre in the count ry , 
though this b rin gs the wheel full circle back t o  the init ial 
j udgment by the survey team that there exist ed no inst itut ion 
in Indonesia worthy o f  as sociat ion with a first class research 
inst itut ion . 

Considerab le ingenuity was shown in estab lishing an 
organizat ional s t ructure appropriate to CSIRO ' s goals . The 
ins t it ut ion f in ally select ed for associat ion was the Animal 
Husbandry Research Institut e  (Lembaga Penelit ian Peternakan -
LPP ) whi ch operated under the con trol o f  the Department o f  
Agriculture , and was a t  that s t age concentrating mainly on 
poult ry research . 4 3  The CSIRO mi ss ion connnent ed : 

we were imp ressed with what we saw .  The leader 
had b een t rained in Hawaii and had a well set out 
series of  experimen t s  us ing imported and select ed 
local b irds as foundat ion stock • . .  this institut e  

4 3The team express ed cons iderable opt imism towards poult ry , 
reconnnending concent rat ion o f  efforts on local b reedin g  of 
higher qual ity b irds at lower prices ( Gurnett-Smith and 
Goggin , 19 72 : E2 5- 6 ) . Pers istent commercial difficult ies 
facing poult ry p ro ducers throughout Java , at least , were 
igno red . 
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is well worth support . It would require cont inued 
priority t reatment from the Indones ian government 
as s taff and facilit ies are inadequate even with a 
s igni fican tly large research programme f inanced 
from Aust ralian sources . Aust ralian s cientists  
might work on the breeding and product ion test ing 
o f  animals in the  f irst instance but in due course 
the laboratory would need to move int o  past ure and 
fodder crop res earch . The links b etween the ins t i
tut e  and the regional centres app eared to be good 
and the Bogor  site would be a good base from which 
local t rials could follow (Gurnett-Smith and 
Goggin , 19 72 : E41-2 ) . 

This assessmen t was negated by a later conclus ion that 

It should be recognised that even though we are 
propos ing the linking o f  CSIRO with an already 
exis t ing Institute , the Inst itute exists  more in 
name than in funct ion . It  is b ecause o f  this that 
we propose that Aus tralia meet the whole cost  o f  
con st ruct in g  a new laboratory . S imilarly , it will 
be necessary to accept that pro fess ional staf f ing 
of the Ins t itut e will b e  mainly an Aus t ralian 
respons ib ility for many years un t il such t ime as 
selected personnel receive t raining overseas . We 
spoke to only one research s c ientist  at the 
Inst itute  who could be considered as suitab le t o  
a c t  immediately a s  a counterpart officer t o  an 
Aus t ral ian s cient ist ( ib id . : F6 ) . 

Pursuing the logic o f  this last conclus ion , CSIRO 
embarked on the const ruct ion o f  an entirely new laboratory 
comp lex at Ciawi , some 10 kilometres from Bogor . S ince the 
Indonesian Department of Agricult ure has now consolidated 
the various re search inst itut ions under it s  control int o  one 
research body (Badan Peneli t ian ) , the enlarged Animal Pro
duction Res earch Centre (Pusat Penelit ian Pen gembangan Peter
nakan - PPPP) has b een duly in corporated int o  this st ructure , 
with a nominal associat ion with the exist ing LPP . This 
approach would almost certainly have dest royed LPP . It has 
now b een modif ied so that PPPP act s as the fun damen t al 
research tmit , while LPP is to  concentrat e on ext ens ion work -
an approach whi ch evidently ignores the integral link between 
concept ion of res earch and its  applicat ion in a specific 
socio-economic cont ext . 
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It is clear that Indonesia neither wished for nor 
requested the type of advanced s cient ific research pursued 
by CSIRO .  Her original request was fo r a modest upgrading 
of LPP Bogar . Although a phas ed handover o f  PPPP is planned 
over a period of ten y ears , it will s t ill be hard to fit the 
new research complex into any general inst itut ional st ructure 
for res earch and ext ension . Aust ralian aid o fficials have 
nevertheless j ust ified the scheme as demonstrat ing the value 
of rigorous and sus t ained effo rt in s cien t ific research , 
which Indonesia has agreed to accept on a trial basis . 

It may be noted that the CSIRO Survey Miss ion in 1 9 71 
paid mo re than pas s ing at t en t ion to aid pro cedures . Not ing 
the  request by LPP for  ass istan ce , naming Aust ralia and FAO 
as pot ential dono rs , the mission commented t hat : 

The publication of this proj ect [by Bappenas ] is , 
in effect , an o ff icial request  to  pot en tial donors 
and the responsib ility now rest s with a donor to 
s ignify interest in a cceptan ce . The request , as  
outlined by Bappen as and the Inst itute ,  is for a 
smaller involvement than we recommend . This was 
raised with the Direct or of the Inst itut e  who 
explained that the request was framed without 
knowing what would be the react ion of donors . He 
saw the request , in it s presen t  form,  as an effort 
to open n egot iat ions with a donor . But the 
obj ectives as laid down by Bappenas namely , to 
rehab ilit at e  and improve the exis t ing equipment 
and staff at the Ins titute , and ass ist ing in 
planning an d  implement in g  the research p ro gramme , 
are in keeping with our proposals ( ibid . : F5-6) . 

As a general ob s ervat ion , the Australian Embassy in Jakarta 
con stantly re ce ives a st ream o f  request s for ass istance from 
all kinds of  government agen cies . Its  usual response is t o  
refer thes e  to Bappenas , pres s ing those cas es where Aust ralia 
has an act ive interest .  In this case , the original request 
for LPP was adap ted to a quite different purpose by the aid 
authorit ies . 

Some potent ial exis ts  for linking the CSIRO proj ect with 
more modest efforts in the field of animal health services . 
Through the goo d o f fices o f  Professor Bain , Faculty of Veter
inary S cien ce ,  Univers ity of Sydney , Aus t ralia has since 19 70 
been as s is t in g  the An imal Diseases Research Inst itut e ,  Bo gar 
(LPPH) , and the Inst itut e  for Animal Virus Diseases , Surabaya 
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(LVK) .  These ins t itutions  have suppo rted the development 
of the Eastern I slands Diagnos t ic Laboratories S cheme which 
is linked to the general expansion of an imal product ion in 
Eas tern Indones ia . As part o f  this proj ect , Austral ia has 
been able to improve stan dards of  con tro l  over foot and mouth 
dis ease , which it  feared could have entered Aus t ralia .  
Indonesian suspi cions on this sco re form an important theme 
in the CSIRO Survey Report and it was urged that Aus t ral ia 
co uld not hope to pursue her int erest s here without dire 
diplomat i c  consequen ces , except as part o f  an overall research 
involvement ( ib i d .  : B8 ,  F4 ) . CSIRO hel d  a negative view o f  
the research pot ent ial of  LPPH and L VK  in terms o f  its  own 
obj ect ives ( ib id . : E39 , 42 ) , though having overcome s imilar 
obj ections in its ass ociat ion with LPP , this should not prove 
a barrier if integrat ion of thes e various activit ies proves 
necessary in the future . 

The CSIRO proj ect stands out from other p roj ects in the 
sense that Aus t ralia pressed for her own concept o f  research 
organizat ion to be adopt ed in the face of considerable 
Indonesian oppos it ion . Part of the explanat ion lies with 
the tenacious vi ews which CSIRO holds of its  autonomous role 
within the Canb erra bureaucrat ic st ructure . To j udge from 
its  own account , these views have become more entrenched in 
relat ion t o  overseas aid as a result o f  its  experiences in 
Thailand , wh ere s taff were seconded to Foreign Affairs and ,  
as a result , i t  i s  claimed , became pro fess ion ally is olated . 
CSIRO was therefo re det ermined t o  operate in Indones ia as a 
dis t in ct ent ity ( ibid . : F6 ,  Al ) . 

Element s  o f  both s c ient ific convict ion an d  ethnocen t rism 
enter into the overall CSIRO outlook . However ,  other govern
ment agen cies , such as the ATM and SMEC , which also possess 
strong pro fessional esprit de corps and which do not lack 
normal bureaucrat ic capacity for expans ion , have adopted a 
far lower pro file in Indones ia .  An important part o f  the 
exp lanat ion therefo re seems to rest with Aust ralia ' s des ire 
to play a dominant ro le in a maj o r  Southeast As ian regional 
res earch ins t itut e , ftmded from World Bank sources and 
closely asso ciate d  with the IBRD sponsored catt le-ranching 
development in Eastern Indonesia.  Other Aust ral ian assistance 
in the fiel ds o f  higher educat ion and animal health has been 
designed to fit in with this general scheme o f  things . 

Conclusion 

While proj ects vary according to their part icular 
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context , these case s tudies substant ially confirm the overall 
j udgments  o f fered in the previous chapt er . The subordinat ion 
o f  aid proj e ct s  t o  goals o f  diplomacy and promo t ion o f  the 
modern sector is illustrat ed in numerous instances where 
Aust ralia has failed to p ress quest ions about end use and 
relevance to the lo cal cont ext . At the macro-planning level , 
aid authorit ies are ext remely caut ious in advis ing on po licy 
mat t ers even when invit ed to do so , for fear o f  b ecoming 
involved in Indonesia ' s  internal polit ics . 

For example , to  have b ecome deeply involved in shaping 
development strat egy in Cilacap and the surrounding region 
would have ent ailed weighing compet ing claims b etween govern
ment bodies , includin g powerful int erests  such as Pertamina . 
By contrast ,  the case of Cilacap also  shows that Foreign 
Affairs was p repared t o  oppos e  Austral ian business  int erest s 
quite firmly for the sake o f  a wider diplomatic ac cord . 
Again , in the cas e o f  both the Boger water supply proj ect 
and the ATM proj ect , it  appears that the original cont ext in 
which they were conceived was s uperseded by more far-reaching 
plans with little attempt at liais on between Aus tralian 
authorities and the top echelons o f  the Indonesian governmen t . 
However , an except ion to the general prin ciple o f  confl ict 
avo idance was in part provided in the case o f  the Bogar 
Animal Research Ins t itut e .  Apart from the special place 
which the CSIRO o ccupies in the Canb erra bureaucracy , the 
s cheme enj oyed a spe cial s eal of approval from the World Bank .  

Individual instan ces have b een cit ed where efforts were 
made by proj ect personnel to adapt proj ects to  their local 
context . The railways proj ect has perhaps provided the b est  
example , main ly b ecause o f  the p ersonal efforts o f  the 
Director of  Commonweal th Railways , who fought pers ist ent 
bat tles with both Aust ralian and Indones ian authorit ies for 
the upgradin g  o f  railway workshops , in order to encourage 
maximum use of local skills and resources . In the case o f  
Cilacap , quest i on s  relating to the impact of  capital works 
pro grams on employment an d small enterprises were not taken 
up in any depth , though some small measures were propo sed t o  
alleviate likely negat ive ef fect s .  Proposals for t iered water 
rat es at Bogar favouring kampung dwellers showed some belat ed 
concern for the proj ect ' s  local impact , though they could 
have lit t le influen ce on overall plannin g .  

The AIAS proposal , though in ret rospect rather too 
sanguine about the contribut ion Aust ral ia could of fer to 
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Indones ian agriculture , at least aimed fo r a close associat ion 
with Indones ian f armers and specialist s .  It  con sequently 
failed to find an adequate bureaucrat ic rat ional e . In 
general , despite efforts by individuals ,  rel at ions b etween 
Aust ralian proj ect personnel and their Indonesian associate s  
seem co rdial b ut superficial , reflect ing an overal l  lack o f  
p ro fessional rappo rt . While many convincing explanat ions  
can b e  o ffered in terms o f  differen ces in technical back
ground , culture and so forth , the diplomatic cl imat e at 
higher levels does little to create a helpful environment 
in this regard . 

Finally , this l imited number o f  cas e studies cast s  grave 
doub t s  on offic ial rat ional izat ions claiming that Aust ral ian 
aid pro grams are only init iated at the request of the Indo
nes ian government .  The CSIRO proj ect at Bo gar provides a 
case where fo rmal pro cedures were st ret ched wel l beyond their 
normal limit s ,  while they appear to have been con s iderably 
short-circuit ed in the case of the AAUCS .  In the case o f  
ATM,  Cilacap and in several areas o f  research and higher 
educat ion in agri cult ural s cien ces and animal husbandry , 
Aust ral ia was asked to of fer general po licy advice .  This is  
also t rue o f  several p roj ects discussed in  Chap t er 2 ,  not ably 
the Serayu and Cimanuk River surveys and the Kalb ar Roads 
proj ec t . Such eviden ce largely des troys o fficial excuses 
blaming Indones ian policies for lack o f  positive ideas on 
Aus t ral ia ' s  part fo r fos tering employment , income redist ri
but ion , rural development and other declared goals adopt ed 
by both governments . Specialist report s in these fields 
usually rate a low priority and do not lead to follow-up 
vis its or con t inuous involvement at f ield level . As will b e  
argued in a lat er chapter , these redistribut ive goals are in 
con fl i ct with Indones ia ' s  overall st rategy for economic 
growth . It  i s  therefore diplomat ically inconvenien t  for 
Aust ralia to pur sue them beyond fairly narrow l imit s .  



Chapter 4 

The Aus tralian private s ector in Indonesia 

The Australian private sector in Indones ia plays an 
influent ial ro le in determining the diplomatic climat e  
between the two countries and in influencing general 
Australian perceptions of Indonesia . Aus tralian companies 
have found little difficulty in ident ifying their own inter
es t s  with the s t rategy of economic development of  the Suharto 
government , particularly its emphasis on promot ion of the 
modern sector . 

These poin t s  can be illustrated by looking at trade 
relat ions b etween the two countries , Aus t ralian inves tment 
and the s t ructure of j o int ventures . Is sues to b e  raised 
in this chap ter will include the role of aid and other forms 
of government support in enhancing privat e sector interests , 
foreign ownership of Australian compan ies , polit ical associ
at ions of  Indones ian partners , pressures for greater indige
nous Indonesian (pribumi) participat ion in enterprises and 
the inf luence o f  lobby groups . The social and cultural out
look of Australian businessmen will also b e  discussed in 
relat ion to such aspects as partnership , training and knowl
edge of the Indonesian language , b ased on a survey o f  company 
attitudes . 

Aus tralian trade with Indon es ia 

Aus tralian exports to Indon es ia showed an impres s ive 
growth b etween 1966  and 19 75 . S in ce then the trend has 
levelled out . Nevertheles s ,  exports  to  Indones ia con s t ituted 
les s than 2 p er cent o f  total exports  in 19 7 5 - 76 4 Their 
compos ition is indicated in Tab le 5 .  

These figures mos t ly b ear out the conclusion of the 
Senate S tanding Connni t t ee on Indus try and Trade ( 19 75 : 4 ) 
that ' the greatest  potent ial for growth and exports to  
Indones ia probab ly lies in capital goods including machinery , 
t ransport equipment and other metal manufactures ' ,  though 
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Animals and animal 
products 

Cereal gra ins/preparat ions 

Other food , tobacco , oil  
and vegetable p roducts  

Pet roleum, chemicals , 
synthet ics , plas t ics and 
rubber products  

Pulp and text ile products 

Metals and minerals 

Transport equipment 

Machinery and equipment 

Other manufact uring  

Miscellaneous commodit ies 
and transactions 

Total 

Notes : a Eleven mon ths to 
b Negligible . 

Table 5 
---- -

1966-6 7 1967-68 1968-69 1969-70 1 9 7 0- 7 1  19 7 1- 7 2  1972-73  19 73-74  19 74-75  1975-76  1976- 7 7
a 

0 . 5  

1 .  9 

0 . 1  

1 . 1 

0 . 1 

0 . 7 

0 . 4  

0 . 3 

b 

1 .  9 

6 . 9 

May 

0 . 9  

4 . 6  

0 . 7 

0 .  7 

0 . 3 

0 . 7 

1 .  5 

2 . 6  

0 . 1  

1 . 8  

0 . 8  1 .  7 2 . 6  3 . 3 6 . 6  

4 . 2  7 . 1  4 . 3  6 . 7 5 . 9  

0 . 2 0 . 4  0 . 9 1 .  0 1 .  4 

1 .  0 1 .  9 3 . 7  5 . 6  4 . 5  

0 . 3 0 . 8  1 .  4 1 . 4  1 .  9 
1 .  4 5 . 6 7 .  7 9 . 2 7 . 2 

7 . 7  9 .  7 7 . 4  14 . 7  19 . 0  

1 .  7 2 . 8 5 . 8  6 . 8 10 . 2  

0 . 3 0 . 7 o .  7 0 . 9  1 .  0 

2 . 9  4 . 6  5 . 0  7 . 6  1 7 . 1  
- - - - --- - - - - - - -- - -- - - - ---- -- --- -- - - - - -- ----

7 . 3  

1 8 . 8 

1 .  6 

5 . 5  

1 .  6 

19 . 2  

35 . 3  

8 . 6  

1 .  4 

7 . 1  

l.'.L 9 2 0 . 6 35 . 3  39 . 5  5 7 . 2  7 4 . 6 106 . 5 
-- ------�-- -�- - -- - - ---- �- --- - - - - -- - -

19 7 7 .  

8 . 6  8 . 8 9 . 4  

85 . 3  48 . 0  66 . 4  

1 .  9 2 . 9  3 . 6  

10 . 8  1 3 .  8 16 . 7  

1 .  3 1 . 4  0 . 7 

26 . 2  32 . 4  4 3 . 2  

16 . 1  9 . 2  4 . 3 

13 . 9  18 . 0  17 . 3  

1 .  7 1 .  7 1 .  3 

9 . 4  25 . 2  1 7 . 7  

1 75 . 3  161 . 3 180 . 5 

Sources : 
----

( 1 ) Senate Standin g  Commit tee for Indus try and Trade ( 19 75 : 16-18 , 134-9 ) . 
( 2 ) Department of  Overseas Trade . 
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exports of  transport equipment have suffered a sharp decline 
s in ce their 19 73-74  p eak . Petro leum and chemical produc ts 
have increased st eadily . Exports o f  grains and cereals have 
grown steadily , while exports of o ther food , especially dairy 
product s ,  have risen markedly . Indones ian interes t s  have 
claimed that imports o f  Aust ralian dairy p roducts have a 
depres s ing effect on the viab ility o f  lo cal milk p roduc t ion , 
while wheat imports are now only acceptable to Indonesia to 
supply local flour mills reserved for domestic enterp ris e . 
Previously it  was argued that flour imports were helping to 
depress the price of rice and cassava , a low protein carbo
hydrate eaten by the poorest  section of the Indonesian popu
lat ion , while ass i st ing the Suharto governmen t ' s  s trategy o f  
cheap food consumpt ion in urban areas , with consequent 
regress ive e ffects on overall distribution o f  wealth ( c f . pp . 
40-1) . However , the problem o f  ensuring adequate lo cal 
production at reasonab le p rices to both producers and con
sumers without s ub s idiz ing the b etter off clas ses is inherently 
very complex .  

Imports from Indonesia represented around 3 p er cent 
of to tal Aus t ralian imports in 19 75-76 . Their composition 
is indi cated in Table 6 .  The 19 7 5  Senate Report envisaged 
lit tle growth in short-term Aus t ralian demand for Indonesian 
import s .  Demand i s  mainly for p rimary connnodit ies which are 
mo stly in direct competit ion with tho se from more estab lished 
s uppliers in the As ian region and consequently gain litt le 
b enefit from the Aus tralian develop ing countries tariff 
p reference s cheme , which in any cas e  o f  ten app lies unduly 
rigid res t r ictions (as in the case of Indian chappals) . 
While p roduc t ion cos t s  may b e  comparat ively low in Indones ia , 
connnodit ies from other suppliers , such as tea from India and 
Sri Lanka , t imb er from Malays ia , Taiwan and the Philipp ines 
and rubber from Malaysia can also compete ( Senate S tanding 
Commit tee 19 75 : 21 ) . 

The pat tern of Aus tralian imports from Indonesia partly 
reflects Indones ia ' s  ove rall dependence on exports of  primary 
connnodit ies , o il and minerals , though impo rts o f  o il and 
petroleum pro duct s declined dramati cally followin g the dis
covery of Bass S t rait oil in the mid-1960s . However , this 
picture may change again in a few y ears ' t ime unless Aus tralia 
dis covers further sources of  supply . The 19 75 Senat e Report 
sugges ted that Indones ia ' s  b est long-term prospects for 
expanded expor ts to  Aus tralia lay in the field of pet ro
chemicals and that the very large foreign and local investments  



Tab l e  6 

J->r in c i�_i_m.E_9_r_t� _ _i_i;_om _l_!l_d_op_e_s_�a_,_ 1_9_6_7_-_6_8 _ _  t_o _ _  1_9_7_6_-J7 _ _  ($_A _ _  O_O_Q__�_s )_ 

Des cript ion 19 6 7 - 6 8  1 9 6 8-69 1 9 6 9 - 7 0  1 9 7 0- 7 1  19 7 1- 7 2  1 9 7 2 - 7 3  1 9 7 3- 7 4  1 9 7 4 - 7 5  1 9 7 5 - 7 6  1 9 7 6- 7 7  

Animal , f i sh and 
vegetable (materials 
and products)  3 7  8 2  6 1  2 5  

Cof fee , t ea ,  cocoa , 
s pices 2 ' 7 2 5  3 , 806 4 , 5 7 7  5 , 8 55 

Tobacco 4 3  39 6 7  5 4  

Rubber 57 

Wood ,  text iles , fibres 2 7  162 192 4 7 3  

Pet roleum and petroleum 
produc t s  5 2 , 39 2  5 5 , 6 5 2  4 3 , 7 3 7  15 , 64 9  

Essences , o ils , 
perfume , toilet and 
c lean ing  preparations 1 1  2 2  2 5  5 4  

-----------·- --- - -- ----·- - - - - - - - - - - - - - --- - - - - - - - - - -- -

Tot al 5 5 , 2 3 5  5 9 , 7 6 3  4 8 , 6 5 9  2 2 , 16 8  

Sources : ( 1 )  Sen at e  S tandin g  Commi t tee ( 19 7 5 . 140- 3 ) . 
( 2 )  Department of Overseas T rade .  

4 7  5 7  14 8 1 6 9  2 0 1  94 9 

8 , 0 86 8 , 44 7  7 ,  7 89 1 1 ,  1 8 3  1 4 , 184 2 9 , 9 5 4  

10 6 8  9 2  3 4  7 8  2 5  

6 1 1  1 , 186 2 , 2 4 9  1 ,  9 2 7  2 , 935  3 , 44 1  

6 2 5  1 , 6 2 7  4 , 2 2 6  1 , 6 1 8  1 , 16 5  9 3 3  

4 , 4 00 1 , 412  601  5 14 3 , 2 4 0  4 , 4 6 3  

50 106 100 1 36 85 1 3 4  
- - - - - - - - - - - - --- - - - - - - - -- - - - · - -- - - --- - -- - --- -- -----

1 3 , 8 30 12 , 904 1 5 , 205 1 5 , 5 81 2 1 , 8 88 39 , 8 9 7  

\0 
N 
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in Indones ia ' s  oil indust ry would result in the produc tion 
o f  a wide range o f  oil-de rive d  chemicals , synthetic dyes , 
f ibres and p las t ics  ( ibid . : 2 3) . Tourism was claimed as a 
further potent ial s ource for expandin g  export earnings with 
increas ing numb ers of Aust ralians visit ing Indonesia in re cent 
years . 

There is poten t ial s cope both for exports o f  handicraf ts 
and for more funct ional art icles such as bamboo products 
( furniture , floor coverings , racks , lamps , baskets and hat s ) ,  
s ilverware , batik , wood carvings , furniture and toys , though 
it would be necessary to improve the rudiment ary state of  
p roduct ion and market in g ,  s in ce product ion mostly occurs in 
small scattered workshops , with quality uneven and unreliab le . 
It has b een p roposed that Aust ralia could ass is t  in the 
es t ablishment of an Industries Development Ins t itut e  to help 
overcome these prob lems . ! This  Ins t itute could perhaps be 
linked to the Aus tralian As ian Universit ies Co-operation 
S cheme (AAUCS) . Desp ite the po tent ial value of such a s cheme , 
there are obvious dangers from too rigid use of  Aust ralian 
technical , market in g  and relat ed cultural criteria in evalu
ating the role o f  small workshops ,  and enterprises . 

The balance of t rade sin ce 19 70 has swung increasingly 
in Aus tralia ' s  favour , as indicated in Tab le 7 .  This has 
become a serious bone of content ion in Aus tralia ' s relat ions 
with h er ASEAN neighbours . In Indones ia ' s  cas e the fact that 
Australian imports are actually lower than in the mid 1960s  
is a course of  cont inuing political embarrassmen t , although 
at this stage Indonesia ' s  manufacturing industry is orien ted 
far more towards the domest i c  market than to exports compared 
with o ther ASEAN countries (Garnaut , 19 7 8 ) . 

Recently , ASEAN countries have b een adopt ing a mo re 
militant stan ce in in ternat ional forums in pressing demands 
for a ' New Internat ional E conomic Order ' . At t imes it seems 
that Aust ralia is b eing specially pressured to lib eralize 
imports as  part o f  a more general effort t o  exert leverage 
with west ern countries . Certainly Aust ralia ' s  response will 
b e  s een as a test  of  her sincerity in iden tifying with the 
economic needs of the region . While there app ears to be much 

1
senate S tandin g  Committee , 1975 : 6 ,  69 . Cf . also evidence by 
Peter Mccawley on 10 April 1975 , Hansard ( Record o f  Committee 
Hearings ) ,  pp . 389-909 ( especially pp . 845-7 ) . 
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Table 7 

Australian t rade balance with Indones ia , 1959-76 
( $A million ) 

Year Imports Exports Balance 

19 5 9-65 (average ) 53 9 -44 

1965-66 62  5 -56 

196 6-6 7 5 7  7 -50 

196 7-68 55 14 -42 

1968-69 60 2 1 -39 

1969-70 49 35 -14 

19 70- 7 1  2 3  3 9  +1 7 

19 71- 7 2  1 4  5 7  +43 

19 72-73  14 75 +61 

19 73-74  1 7  107  +90  

19 74-75 19 1 75 +15 7  

19 75-76  25  161  +137 

Source : Senate S t anding Committee , 19 75 : 6 8) . 

j us tice in these demand s ,  it seems wise to direct t ariff 
concess ions as f ar as possib le towards the p roduct s  of  small 
and med ium s ize  locally owned enterp rises . Some o f  the 
pres sure bein g b rought against Aust ralia on this issue origi
nates from Aus t ralian and other wes t ern bus ines smen unab le 
to find adequate lo cal out let s for their product s .  S in ce 
availability o f  cheap labour is often an important factor in 
at trac t ing foreign inves tment in Southeast As ia , coup led with 
prot ective tariffs  and othe r forms o f  government assistance , 
expo rts by such companies t o  Aus tralia could be held to 
rep resen t  a form of dumpin g .  They will certainly b e  seen in 
this light  by Aus t ralian trade unions whose memb ers are 
threatened by unemployment . 2 

2 
For a fuller discussion of these issues s ee Eldridge 
( 19 78) . 
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Role of  aid  vis-a-vis the p rivate sector 

Compared with the efforts o f  o ther aid-supplying coun
tries , not ably Japan , the impact of aid in promoting exports 
and inves tment s eems marginal . However ,  some companies have 
b en efited significantly , while aid contracts probab ly helped 
in the init ial estab lishment of s everal o thers . 

While there is l i ttle doub t  that some bene fits accrue 
to Australian companies from the aid programs , it is open 
to debat e  whether this rep res ent s a deliberate policy aim 
or , as Aust ralian diplomat s ins ist , is merely in cidental t o  
assis t ing Indones ia ' s  overall development . The evidence on 
this point is rat her mixed . On the one hand unt il recently 
Australia has stuck fairly rigidly t o  the rule whereby at 
least two-thirds of  supplies and equipment must , if available , 
be purchased from Aust ralia . However , as noted in Chapter 
2 ,  management o f  aid p roj ect s is dominated by the public 
sector , while private sect o r  participat ion has been on a 
subordinate  cont ractual basis . No t ions o f  partnership and 
complemen tarity between government aid and private sector 
act ivit ies , though pushed during Mr McMahon ' s  period as 
Treasurer and Prime Minister , 3 have never b een accep t ab le 
to the aid autho rities , as was dramat ically illus t rated in 
the case o f  Cilacap . 

The case for viewing aid as an inst rtnnen t for promo t ing 
Australian export s and investmen t has b een forceful ly put by 
David McLean (1974 : 5- 6 ) : 

3 

While Aust ralian aid has had a diplomat ic purpose -
support ing the pro-wes tern Suharto regime - it has 

See , for example , McMahon ' s  addres s  to an ACFOA sponsored 
con ference on The Aus tralian Ro le in Joint Ven tures and 
Inves tment in Deve loping Countries of Asia and Pacific, 
Sydney , 14-15 April 1969 , pp . 1-9 . This posit ion is also  
suppo rted by Pro fessor H .  Arndt , who at the same conference 
proposed a s cheme whereby Aust ralian aid funds could be used 
fo r minority equity participat ion in Aust ralian-As ian j oin t  
ventures , which would b e  trans ferred over t ime in some 
agreed form to the Asian partner . The general thrust o f  
this and s imilar proposals would be , in Arndt ' s  words ' to 
dilute and event ually do away with the gul f between govern
ment in the bus iness o f  aid and private ent erprise in the 
business of  investment ' (pp . 39-40 ) . 
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also had two economic effect s . First , it  helped 
Aust ralia b uild and penetrat e markets in Indonesia 
and to maintain capacity use by dumping of surplus 
commodit ies and win dfall profits  for Aust ralian 
companies . This effect has b een stronges t in the 
case of wheat , vehicles and met al expo rt s .  

Second , as a co rollary to enlarging sales o f  
Australian compan ies , i t  has helped to depress the 
p roduct ive capacity of Indone s ia ' s less compet it ive 
indust ry and agriculture . It has es tablished a 
dependen t  relat ionship , in which Indonesia requires 
a continuing infus ion of part s and sys t ems to 
ma intain i t s  infrast ructure and consumpt ion 
patt erns . Such dependence has developed in wheat , 
telecommunicat ion s , bus and railway maintenance , 
wat er supply and othe r s e ctors . Furthermore it  
has con tribut ed to Indonesia ' s  reliance on foreign 
exchange fo r urban consumpt ion needs and cotmt er
part funds ( income generated by the Indones ian 
government thro ugh the sale o f  Aus t ralian commodity 
grant s )  t o  support government op erat ions . 

These ar gumen ts are no t supported by Tab le 8 ,  which 
shows a steady reduction in the proport ion o f  Australian aid 
relative to total export s .  Di rectly aid-financed exports as 
a proportion o f  t otal exports to  Indonesia fell from a high 
po int o f  5 6  pe r cent in 1968-69 to  13 per cen t  in 1 9 7 4-75 . 
Food aid has b een st eadily reduced , while BE /DK aid has been 
eliminate d .  However , it may b e  argued that these loss es will 
be amply compensated by the expansion of export credit s ,  
guaranteed by the Export Finance Insurance Corporat ion (EFIC )  
es t ab lished i n  1975 . In this way polit i cal crit icism has 
been defus ed by channell in g  aid and export promot ion into 
separate traffic  lanes . So far as proj ect s are concerned , a 
signif icant propo rt ion o f  co sts  incurred relate to salaries 
of Colombo Plan personnel , thereby reducing the percentage 
of total export s which can truly be at tributed to the aid 
program. 

Only 18 out of  103 Aust ralian compan ies surveyed in 
19 7 2  indicat ed that they had supplied goods or s e rvices t o  
Indones ia through th e aid pro gram ( s ee Appendix III  for 
details ) . Products  supplied by these companies included 
transmis s ion and conveyer b elt ing , pumps , hand tools , p ipes 
and f it t ings , chemicals ,  and pharmaceut icals , radio equipment , 



Table 8 

Aus tralian export s and aid , 196 6-75 
(Percentage relative t o  total exports in brackets)  ( $A m . ) 

Year 
Aid financed exports 

Tot al export s  Total aid BE / DK aid Connnodity aid Food aid 

19 66-67  6 . 9 

19 6 7-68 13 . 9  5 . 9  (43)  4 . 8  (34)  

1968-69 20 . 7 11 . 5  ( 5 6 )  3 . 5  ( 1 7 )  1 .  8 ( 9 )  3 . 5 ( 1 7 )  

1969-70 35 . 3  14 . 6  ( 4 1 )  5 . 0  ( 14 )  1 .  7 ( 5 )  4 . 0  ( 11)  

19 70- 71 39 . l  15 . 5  ( 40)  5 . 2 (13)  1 . 1 ( 3 )  4 . 2  (11)  

1 9 7 1- 72 5 7 . 2  1 7 . 8  ( 31)  6 . 0  (10)  3 . 2  ( 6 )  4 . 3 ( 7 )  

19 7 2- 7 3  74 . 6  2 3 . 1  ( 31)  3 . 7 ( 5 )  3 . 9 ( 5 )  5 . 1  ( 7 )  

19 7 3- 74 106 . 5  2 1 . 2  (20)  1 .  6 (2 ) 9 . 8  ( 9 )  

19 74- 75 1 75 . 3 2 2 . 9  (13)  7 . 3  ( 4 )  

Source : Senate S tanding Connnittee ( 19 75 : 6 7 ) . 
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carbon black , iron and steel products , building hardware 
and port ab le sawmill s ( for  railway s leepers ) . Five companies 
had supplied consultan cy servi ces in relat ion to water s upply 
proj ects at Bogar and Denpas ar and po rt developmen t at 
Cilacap . 

Mos t  companies favoured increased aid to Indones ia but 
preferred that aid be channelled bilat erally and maint ain a 
reco gnizab le Aus t ralian identity . In this way aid could 
help to authent icate Aust ralian technical , commercial and 
manufact uring capacity and fos ter a sympathetic commercial 
environment . Companies generally suppo rted the curren t  
emphasis on techni cal and administ rat ive training an d  
development of  in frast ruct ure such a s  telecommunicat ion s , 
roads , po rt facilit ies and so fo rth , though many reco gniz ed 
Indonesia ' s  acut e needs for rural developmen t ,  health and 
educat ion facilit ies and labour int ensive industries to 
s t imulate employment . Liaison b etween bus ines s and governmen t 
was cons idered weak , whil e dissat is faction was exp ressed at 
the comparat ive exclusion o f  the private sector from shap ing 
Aus t ralia ' s aid pro gram in Indones ia , compared with other 
countries , notably Japan . However , such opinions were mos t ly 
expressed in fairly mild terms and many companies appeared 
sympathet ic to the o f ficial view of aid as a primarily human
it arian activit y ( s ee p . 50 ,  al so Parsons , 19 71 ) . While 
Australian companies obvious ly suppo rt policies designed to 
promote  their interes t s , many s ee these as being enhanced 
in a b ro ader s en s e  by a s t rong diplomat ic emphas is on building 
good relat ions with In don es ia .  

Evidence about the indirect effect o f  Aus t ral ian aid 
pro grams in helping companies gain access to or familiarity 
with the Indon es ian market is als o  rather limit ed , although 
some have featured prominen tly as aid suppliers . One example 
is  James Hardie Asbestos Pty Ltd ,  which has b een an important 
supplier of  pipes and fit tings for water supply proj ects . 
Originally these were manufactured in Australia , but the 
es t ablishmen t of a j oint venture , P . T . James Hardie Indones ia ,  
at Tanggerang near Jakarta , will provide a lo cal source of  
supply . In June 19 7 7 ,  P . T .  James Hardie Indones ia , in con
j unction with P . T . Bakrie Tub emakers , won a contract worth 
$ 16-1 8m.  for supply of all pipes an d associated equipment 
for water ret iculat ion sys tems to hous es , shops and fac tories 
in fo rty- two Indonesian cit ies . 4 

4
overseas Trading , vol . 2 9 ,  no . 16 ,  19  Aug . 19 7 7 ,  p . 45 8 .  
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Consult ing engineers in fields such a s  water supply , 
cons t ruction and town p lanning have gained useful experience 
through aid p roj ect s which help them secure o ther contrac ts . 
However , Australian consult ants  have b een actively seeking 
opportunit ies in As ian countries in an increas ing ran ge of 
fields and there seems no reason to see their role in the 
aid pro gram as decis ive to their prospects . It appears that 
some Aus tralian j oint ventures were receiving aid supplies 
under Devisa Kredit aid . Assistance to consumer-oriented 
indust ries , s uch as condensed milk and ice cream ,  became 
increas ingly hard t o  j ust ify and has now b een abandoned . 
Nevertheless , there is no evidence that any companies estab
lished market s  or  inves tments  in Indones ia on the basis of 
Devisa Kredit who would no t otherwise have done so . 

On balance , aid must be seen as a marginal and incidental 
factor in promo t ing Aus tralian bus iness interests  and not as 
a deliberate or maj or aim of government policy . However ,  
this situat ion may b e  changing as a result o f  p ressure from 
ASEAN countries for ' trade rather than aid ' . This is accom
pan ied by demands for more Aus t ralian investment in j oint 
venture and regional proj ects . In 19 76  there was a maj or 
policy swit ch , allowin g aid funds to b e  channelled to lo cal 
contractors . 5 In some cases this will involve Australian 
j o in t  vent ures . Thus P . T .  James Hardie Indonesia has re ceived 
funds from both ADAB and EFIC sources to finance its ' 42 
cit ies ' wat er s upply contract ,  while a cons ortium o f  Aus tralian 
companies linked to P . T . Luz ipara Trading Co . has similarly 
comb ined EFIC credit with aid funds in relation to supply o f  
elect rical equipmen t . 6 

Other government support for the private  sector 

The Trade Commiss ion in Jakarta provides a wide range 
of services to potential exporters and investors , including 
promot ion and publ icity , t ranslat ion s ervices , data col lect ion 
and analysis and some measure of liaison with Indonesian 
governmen t , bus iness and financial inst itutions . Trade 
miss ions have b een sponsored in a wide range of fields , though 
recen t ly limit ed efforts have b een made to assist Indones ia 
expand export market s in Australia . 

5 see Joint S t atement by ASEAN Heads of  Governmen t and the 
Prime Minis t er of Aust ralia , Kuala Lumpur , 7 Aug .  1 9 7 7  
(Dept o f  Fo reign Affai rs , Backgrounder , 1 2  Aug .  19 7 7 ) . 

6 Department o f  Overseas Trade and EFIC sources . 
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There has b een litt le debat e as to the cos t s  and 
b enefit s to the Aust ralian taxpayer o f  p roviding such assist
an ce , though this  would b e  hard to pin down in p recise 
financial terms . It would also b e  di fficult  to dis t inguish 
be tween b enefits to parti cular companies and the presumed 
b enefit to Aus tralia as a whole . However ,  since much o f  
the Trade Connnission ' s  energies are spent in helping Aus
tralian compan ies to pinpoint specific business opportunit ies , 
the possibility o f  charging some fo rm o f  cons ult ancy fee 
could reasonably be considered . 

It should b e  not ed that economic data collect ion about 
Indones ia by the Australian government remains p redominan tly 
in the hands of  the Dep artment of Overseas Trade which must 
certainly bias policy planning towards an emphas is on the 
modern sector . Cons iderat ion could usefully be given to the 
establishment of a b roader bas ed economi c in telligen ce unit 
which could provide cons ist ent coverage of t rends in all 
maj or areas o f  economi c  life in Indonesia,  with staff capable 
o f  drawin g on a wide range o f  local and internat ional source s . 

In December 19 74 , the Export Finance Insurance Corpor
at ion ( EFIC) took over the funct ions of  the Export Payment s  
Insurance Corporat ion (EPIC)  in providing insurance against  
non-connnercial risks for  overseas inves tmen t . In  addit ion 
EFIC provides direct loans for the purchase of Aust ralian 
exports , though in pract ice these are usually channelled 
through private commercial ins t it ut ions . EFIC ' receives 
funds from the Budget at the rate of interest which allows 
it , where approp riate , to mat ch but not lead credit terms 
offered in the internat ional market ' ( Senate S tandin g  
Committ ee , 1975 : 12 2 ) . In effect , the Australian government 
subs idiz es the difference b etween the int erest rate o ffered 
by Aus tralian trading b anks and the int ernat ional rate for 
' soft loan ' credit . To some exten t  this has o ffset crit icisms 
from the private sector that Aust ralian export credit is 
uncomp et i t ive , especially in relat ion to Japan . EFIC legis
lat ion also requires emphas is on ' demonstrable advan t age , 
economic and social , o f  the inves tment t o  the host collllt ry '  
( ib id . ) ,  though no clear guidelines have been laid down as 
to how such factors s hould be weighed against  Aust ralian 
connnercial advan tage . 

Maj or  p roj e ct s  f inanced by EFIC to date include $45m.  
for nickel explorat ion by INCO ( Canada) in South Sul awesi , 
whi ch in t urn has con t racted with some 40-50 Aust ralian 
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companies fo r equipment , services and supplies , $40m. for 
electrical equipment and $10-llm. for water supply contract s 
ment ioned earlier . 7 

Australian inves tment in Indonesia 

The general direction of Aust ralian investmen t in 
Indonesia from 1966 to 1 9 7 4  is indicated in Tab le 9 . 8 Apart 
from Nicholas Aspro Pty Ltd , all Aus tralian investment has 
ent ered Indonesia s ince 196 6 . (A det ailed list of companies 
and their act ivities is provided in Appendix IV . )  

Aus t ralian inves tment is ent ire.ly directed towards 
minin g , t ransport and indust rial p roducts , though one company 
did have p lans for manufact uring agricult ural tools and other 
equipment for fishing and cold storage as part of  the ill
fated Cilacap indust rial es tate ven ture . This  reflects  
general trends indicated earlier in relat ion to exports . In 
fact export s and inves tment are related in the sense that 
Australian exports consist in part of machinery , equipment 
and supp lies for Aus tral ian j o in t  ventures . 

The borderline between export s and investment is of  ten 
somewhat blurred . Fo r example , GMH Aust ralia regularly 
supplies an Indonesian incorporat ed company , P . T .  Udat in , 
with packs of  ready-made Holden parts for assembly at its 
factory in Surabaya . This company is 100 per cent Indones ian 
owned ( dominat ed by families from the Christ ian region of 
North Sulawes i ) , but s ince its  in cept ion in 1950 it  has 
operat ed under GMH franchise and techn ical control . Cars are 
distributed by a sister company in Indonesia , P . T . Udat imex. 

Several consul t ing firms have ob tained con tracts in such 
fields as engineering and cons t ruct ion , though it appears 
that Aust ralia fares poorly in this f ield relat ive to American , 
Japanese or European compan ies . Invest igat ions by the Depart
ment of Overs eas Trade and other specialist groups suggest 
that even when prices are compet it ive and technical competence 

7 
Depar tment o f  Overseas Trade and EFIC sources . 

8
According to lists  issued by th e Trade Commiss ion in Jakarta , 
the numb er had declin ed to 40 by the end o f  1 9 7 6 . However , 
this con flict s with a survey in July 19 76  by Jenkins (19 7 6 )  
which put s the total o f  Aust ral ian companies with investmen t s  
in Indonesia at 4 7 .  
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Table 9 

Australian companies ' inves tment in Indones ia 
(Approved to 31 December 19 7 4 )  

Area of activity 

Transport equipment , parts , 
acces sories 

Cons truct ion equipment , 
materials , tubes , p ipes , 
containers , glass , 
fit t ings 

Other p lan t , machinery and 
equipment 

Air taxi/ charter 

Mining , explorat ion , 
dredg ing 

S teel p roducts 

Chemicals and gases 
(materials , produc ts and 
pro cess es )  

Pharmaceut icals 

Dairy products , ice cream 

To tal 

Number Cap it al 
of  j oint value 
ventures ( $USm. ) 

3 

2 0  

4 

2 

5 

3 

6 

1 

2 

46  

2 . 2 

4 1 . l 

18 . 6  

0 . 7 

26 . 8 

19 . 7  

3 . 8 

1 . 3  

2 . 4  

116 . 8 

Source : Senate S tan ding Committee ( 19 75 : 15 7-9 ) . 

Per cen t 
o f  total 

capital 
inves t men t 

2 

35 

16 

1 

23 

17 

3 

1 

2 
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well es t ablished , Aus t ralian consultant s suffer from their 
small s ize in internat ional terms and lack experien ce in 
' p resentation ' - that is glo s sy format , b land s tyle , supported 
by the necessary social and f inancial con tacts . 

Mos t  Aus tralian en terp ris es could b e  des crib ed as 
examples of ' import substitution ' ,  a s trategy adopted by 
Indones ia , along with many other developing count ries , whereby 
domestic product ion of goods forme rly imported is encouraged 
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under tariff protect ion and other controls . 9 From the 
foreign country ' s  standpoint , inves tmen t is subst it uted for 
expo rts , of ten under less competit ive conditions . While 
from Indonesia ' s  viewpoint ,  short-term foreign exchange co s t s  
are reduced , the internal infrast ructure required to service 
such indus tries o ften produces st rain s on the economy . Other 
distortions are produced by orien tat ion towards a middle
class , partly expatriate ,  consumer market , mos t ly located 
in Jakarta and o ther maj or urban cen tres . 

Some indust ries in which Aus tralian capital has been 
accep t ed have subsequen tly b een closed to foreign investment . 
Examples are hoes (pacu l ) , dairy products , boot polish , 
prin t ing ink , a ir taxi and charter . 10 One Aus tralian-b ased 
company which was able to invest  in a supposedly closed area 
of the economy was Philip Morris , which purchased a rundown 
factory at Malang , Eas t Java , convert ing it from production 
of local b rand kretek cigaret tes , manufact.ured partly from 
cloves , to western-type cigaret tes . Although further exclusion 
has been urged in many fields on grounds of self-interes t or  
economic nat ionalis t ideology , it should be not ed that such 
clo sure also pro tects foreign int eres ts  already establ ished 
in thes e fields . 

Apart from direct inves tments , s everal Aus t ralian com
pan ies op erate through wholly-owned Indones ian firms via 
management contracts . A not able example was P . T . Go llin 
Indones ia Development Company with whom Go llin and Co . Pty 
Lt d o f  Aust ralia held a management contract un til its pro
visional liquidat ion in 19 75 . Such con trac ts are especially 
relevant in the marketing and service fields , where Indones ian 
regulat ions ob lige fo reign bus iness interests to operat e 
through registered Indones ian agents . In such cases the 

9 
Cf . McLean (19 74) � Fo r an extreme example o f  the ef fect 
o f  import sub s t it ut ion polic ies , see Nat ions ( 1 9 75 ) . 

10
Details of  foreign industries clo sed to foreign inves tment 
are provided in Lis ts of Priorities on Fie lds of Domes tic 
Capital Inves tment and Foreign Capi ta l  Inves tment for the 
Year 1 9 ? ? , Cap ital Inves tmen t Coordinat ing Bo ard , Jln . Cut 
Mutiah No . 7 , Jakarta . De spite the wide range of product s 
covered by this lis t , the Indonesian governmen t insists  
that it rep resents only a broad guideline , wh ich is open 
to negotiation . Indon es ian o f ficials exp ress  embarrassment 
at the c irculat ion o f  unofficial lists in wes t ern coun tries . 
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degree of external control exert ed varies according to the 
b argaining st rength of the respect ive part ies . 

Ownership of Aus t ralian companies 

Of fifty-one companies listed in the 19 75 Senate Repo rt 
with investmen t in forty-s ix j o int ventures in Indonesia 
( Senate  S t anding CoIIlllli ttee , 19 75 ) , about n ineteen appear to 
be Aus tralian owned . Seven could reasonably be des cribed 
as j oint UK-Aus tralian companies - includin g  companies linked 
with BHP , such as Gues t ,  Keen and Net tlefo lds . Ten companies 
are dominated by UK interes t s  such as Tube Investmen t s , 
Guthrie , Brit ish Oxygen , Le ighton Contractors and the Vi ckers 
group . Surp ris ingly only two companies appear to be directly 
American owned - Century Storage Battery Co . and St  Regis 
Paper Corporat ion . American and Brit ish int erest s  dominat e 
Brit ish Tobacco , Nicholas , Comalco and Concrete  Industries 
Monier . Two companies , VSL Pre- S tressing (Aus t . )  Pty Ltd 
and Wes tmins ter Dredging (Aus t . )  Pty Lt d ,  are Dut ch 
dominated . 11 

Bet ter known names among Aus tralian-owned companies 
operat ing in In donesia in clude James Hardie Asb estos , Repco , 
Sidney Cooke , Austral ian Consolidated Indus tries , S ims Con
solidated and Wo rmald Internat ional .  Thes e companies have 
growing int eres t s  in the As ian region and some seem to be 
on the way to b ecoming ' min i ' multinationals in their own 
right . The Aust ralian Dairy Board , which also operates in 
s everal o ther Southeast Asian cotm tries , p roduces condensed 
milk in a j oin t venture near Jakarta (P . T . Indomilk) . 

Companies not lis ted in the Senate Report include 
several small oil companies , s uch as Endeavour Oil and 
Australian Asso ciated Oil Fields , con sultants  in construc tion 
and engineering fields , t rading compan ies , and advert ising 
agen t s , where the two maj or  Aust ralian companies involved , 
Ogilvie Mather and Fortune Internat ional , form part o f  a 
mult inat ional chain with int erest s  in the USA, Europe and 
Asia .  Ame rican mining companies , such as Kennecott  and 
Freeport International , whose copper-mining ven tures in Irian 
Jaya are clo sely linked to op erat ions in Aust ralia , are not 

llTh . . . l d  b 1 . f .  d in e seven remaining companies cou not e c ass i  ie 
terms of two published sources us ed in this sect ion - viz . 
Who owrzs Whom, Australasia and the Far Eas t and Jobson 's  
Year Book for 1 9 ?4/5 . 
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off icially listed as Australian inves tments  but are important 
to the total picture . As ano ther example , Broken Hill Asso ci
ated Smelt ers , 50 per cent owned by CRA, sells refined lead 
from its Port Pirie p lant to Indonesia , mostly for manufacture 
of car batteries , using a German-Indonesian j o int ven ture 
company , P . T . Bitaragann , for distribution purposes in con
j unct ion with local agents . 12 Last but not least comes the 
well-publicized operat ion of Australian racing int eres t s , in 
conj unc tion with the Jakarta government , in horse racing 
(Pulo Mas Jakart a  Racing) and Greyhound Racing (P . T . South 
Wes t  Pacific ) . It is doub t ful whether this venture has proved 
as profit able as claimed by it s crit ics . Operat ion of hors e  
racing and associated gambling act ivities has increasingly 
b een taken over by the Jakarta authorit ies , though Hong Kon g 
int eres ts  are also reported to b e  involved .  

Joint ventures 

The Australian private s ector ' s  operat ions in Indonesia 
canno t eas ily be classified into neat categories . Links 
between domestic and int ernat ional cap ital are highly complex .  
The range o f  bus iness act ivity is very wide , while great 
flexibility is eviden t  in relat ion to organizat ional st ructure . 
It  is po ssible t o  sign a cont ract to undertake technical or 
managerial s ervi ces to wholly-owned Indones ian companies and 
thereby exercise con siderab le control . Some large inter
national companies are allowed to incorpo rate s ub s idiaries 
as sole ventures , but this is against the trend o f  Indones ian 
policy . However ,  the mo st  common organizat ional form for 
companies invest ing in Indones ia is the j oin t  venture - a 
partnership b etweeen Indones ian and foreign investors , 
involving incorporation as a limited company (P . T . : P erseroan 
Terbatas ) under Indones ian law . 

S ince the 1 9 6 7  Foreign Investmen t  Law , which opened all 
but a few maj or fields of  act ivity to foreign investmen t , 
foreign invest o rs have b een encouraged , wherever pos s ible,  
to find local p artners . This has mos t ly b een effected in a 
flexible and informal way through the offices of  the Cap ital 
Investment Co-ordinat in g  Board , which co-ordinates the pro
ces sing of app licat ions . 1 3  The advantages o f  j oint ventures 

12
The German par tner is Arnold Ot to-Meyer . 

13
For a basic explanat ion o f  the original law and related 
issues o f  company organizat ion , see Inves tment in Indonesia 
Today , prepared by the Technical Team on Foreign Private 
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from the foreign investor ' s standpoint cent re on the Indo
nes ian partner ' s  local knowledge of business procedures , 
markets  and government st ruc ture and ab ility to provide 
social contacts and to bridge cultural gaps . Out o f  twenty
s ix j oin t ventures lis ted in the 1975  Senate Report for 
which informat ion is availab le ab out the dis t ribut ion o f  
shares held b y  Aus tralian and Indones ian interes t s ,  the 
Indones ian partner held a maj ori ty share in only one ins tance . 
One other j oint vent ure was split 50-50 , while in six other 
cases the Indones ian shareho lding was 40 per cen t  or over . 
In eleven cases the Aust ralian shareholding was 80 p er cent 
or mo re . In the case of ACI ,  Nicholas and Comalco , Aus tralian 
equity participation was shared with other overseas invest ors . 

However , the fi gures for Indonesian participat ion are 
unreliab le and even fictit ious in quit e a few cas es . Ap art 
from the Chinese , Indones ians are generally unwill ing or 
unable to contrib ute share capit al , though they may somet imes 
cont ribut e land at some not ionally agreed value . Foreign 
companies o f ten find the goodwill , services and protect ion 
of bureaucrat s or military men suffic ien tly useful to sub
scribe nominal capital shareho lding on their behalf or at 
leas t to lend for this purpose in lieu of future pro fits . 
In the ab sence o f  any effective sy st em o f  company registrat ion , 
companies are no t obliged to publ ish in fo rmat ion as to prof it
ab ility , share issues , names of directors and so forth . 
This makes it possible for the real owners and operators o f  
ent erprises to remain unident ified i f  they wish , and for 
compan ies to be dissolved an d to re form very rapidly . The 
Javanese cus tom o f  giving individual rather than family 
names makes the prob lem still more complex.  For these reasons , 
comments about financial and political links between Indo
nes ians and Aust ralian or o ther fore ign companies are bound 
to be fairly speculat ive . 14 

In the case of Australian j o int ven tures , there is a 
slight predominance of Chinese names and companies listed as 
partners . It is not po s sible to know , prima facie ,  whether 

13 ( cont inued) 
Inves tment , Government of the Republic of  Indones ia , 1 
Sept . 196 8 .  Law No . l  o f  1967  was subs equently amended by 
Law No . 11 of 1970 . Updated guidelines are issued period
ically by the Capit al Inves tmen t Co-ordinating Board , Jakarta . 

14
some informat ion on this s core is provided by Short ( 19 7 8 ) . 
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these are acting in their own right or on behalf o f  others . 
A small number o f  names appear frequently as the nominal 
partner of foreign companies . For this reason , it  is 
pos s ib le to overestimat e the importance of such in dividuals ,  
who are o ften no taries , accountants , consultants or other 
agent s collec t in g  some modest  commiss ion in return for their  
s ervices , but  without real power in the management of  the 
enterpris es they represent . From a polit ical s cientist ' s  
viewpo in t , the search for gen erals , though fas cinat in g ,  is 
not immediat ely rewardin g ,  sin ce their asso ciat ion with 
j oint ventures is usually indirect . The ext ent o f  nominal 
shares held by milit ary associates of j o int ven tures is 
therefo re unimportan t , s ince this is only one of several 
po ssib le ways of securing payment or other remunerat ion . 
Though the military p lay a more d ire ctly entrepreneurial 
role in some regions , their  main role is  to  provide polit ical 
protect ion and administrat ive facilit ies rather than to 
part icipat e in any direct way in running compan ies , for 
which purpos e  they o ften do not possess relevant expert ise . 
In the longer term, access to  internat ional sources of  
cap it al through as sociat ion with j oint ven tures may prove 
important in the development of an indigenous (as li ) en tre
preneurial clas s , though such an emergent class will have a 
strong milit ary and bureaucrat ic base (Rob ison , 19 7 8 ) . 

Some o f  the largest Aust ralian invest ors have clos e  
links with the Suharto family . ACI , incorporat ed as P . T . 
Kangar Consolidated Indus t ries , has established a glass 
manufact uring factory at Bekas i ,  some 25 km east of  Jakart a .  
The nominal Indones ian partner , holding 1 5  p er cent , i s  Mr 
B .  Hasan , an adopted son of General Gatot Sub roto , who is 
personally close to the Pres ident . ( S ubroto has been influ
ential s ince the t ime of nationalist s truggle with the Dut ch 
in the Central Java-based Diponegoro Divis ion , from which 
Pres iden t Suharto originates . )  Leighton Contractors is in 
partnership , through P . T .  Leighton Indonesia , with P . T .  As t ra 
Internat ional Inc . , undertaking various const ruct ion con tracts 
in Jakarta .  P . T .  Astra , which is primarily involved in 
impo rt ing Toyota cars , has progressively expanded its  int eres t s  
in cons truct ion , cement , pe tro leum and timb er and is also an 
agent for the import o f  compressors and tractor equipment . 
This company featured prominently in the January 1974  riots  
in Jakarta , owing to its  clo se and allegedly corrupt  links 
with the group of senior milit ary then advising the President 
(ASPRI )  ( see Crouch , 1975- 7 6 ; S imms , 19 7 4 ) . The name of the 
Presiden t ' s  wife , Ibu Tien Suhar to , is regularly 



108 

linked with As tra.  P . T . James Hardie Indonesia has as one 
of its  listed Indones ian partners Mr Santo so Har so Kusumo , 
an accountant and economic consultant , whose name appears 
frequently in relat ion to var ious j oint partnerships with 
foreign companies , together with Mr Widardo Sukarno . Mr 
Sukarno has been a bus iness associate of  Brigadier General 
Sofj ar ,  Chief of KOSTRAD (Military Reserve Command) unt il 
19 7 3 , and manager o f  the chain o f  en terprises con trolled by 
the foundat ion Yayasan Dharma Put ra Kos t rad , established by 
Suharto in 1964 . Aus tralian wheat supplies have also been 
channelled to P . T . Bogosar i , owned by the foundat ion Yayasan 
Harapan Kit a with which Ibu Tien Suharto is also closely 
associated ( Crouch , 19 75- 7 6 ; McL ean , 1 9 7 4 ) . 

Other interes t ing personalit ies in partnership with 
Aus tralian companies include Mochtar Lubis , the editor of 
Indonesia Raya and internat ionally known advocate for civil 
libert ies un der both the Sukarno and Suharto regimes , who has 
been a partner in the advert is ing agen cy ,  Fortune , the former 
Ambas sador to Australia , Mr Suj itno Sukirno , listed in the 
19 75 Senate Report as a partner in Impact Internat ional , an d  
Lieut . General Ibnu Sutowo , until 1976  head of the State 
Nat ional Oil Corporation , Pertamina , listed as a par tner of 
John Holland (Holding s )  L td . 

Comment is frequen t ly made about the ext ent to which 
Aust ralian inves tment is con cent rated in Jakart a .  At the 
end of  July 197 6 ,  twenty-five out of  forty-seven inves tment s ,  
with an author ized capit al of $6 7 m.  out o f  a total o f  $144 m. , 
were located in Jakarta ,  mainly in the chemicals and pharma
ceut icals , food , buildin g  mat erial s  and construct ion indust ries 
(Jenkins , 19 76 ) . Direct partnership with the government o f  
Jakarta reinforces this trend . Australian companies regist ered 
in 19 7 4  as  having partnership arran gement s  with the Jakart a 
government are shown in Tab le 10 . Other links certainly 
exis t  through the Jakart a government ' s  interest  in local 
compan ies and its well known involvement in real estat e , 
con st ruction , hot els and entertainment , in which Aust ralian 
companies have shown a fairly cons istent interest . 

The fact that many Aust ralian companies are linked with 
powerful intere s t s  does not neces sarily mean any close involve
ment with their other polit ical or economic activit ies , beyond 
the immediat ely speci fied arrangement . Aust ralian companies 
have apparen tly developed a reputat ion for caut ion in their 
select ion of Indones ian partners . In seeking maximum polit ical 
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Table 10 

Aus tralian companies with registered partnership 
arrangement s  with the Jakarta governmen t , 19 74  

Name of Indonesian 
Aus tralian Company Incorporated Company 

Rheem Australia 
Pty Ltd 

S ims Con solidat ed 
Ltd 

Blue Metal Indus
tries Lt d and 
Colonial Sugar 
Refining ( CS R) 

Victoria Racing 
Board 

P . T .  Rheem 
Indon esia 

P . T .  Pembangunan 
Jaya ' 

P . T .  Jaya Readymix 

Pulo Mas Jakarta 
Racing 

Act ivity 

Manufacture of 
drums and pails 

Lead oxide , bat tery 
plates and com
ponents 

Readymixed concrete 

Horse racing 

Sources : ( 1 )  Senat e S tanding Connnit tee ( 1 9 75 : 15 7-9 ) . 
(2 ) Direktori Perdagangan Indus tri da:n Parawisata , 

Jakart a ,  19 74 : 659-63 . 

and economic se curity they t end to opt for soundly-based 
Chinese compan ies linked to  individuals with military con
nections as clo se to the Presiden t as possible . However , 
such connections  do give Aust ralian companies a defin it e  
stake in the polit ical survival o f  their as sociates , which 
in turn is likely to inf luence their defin it ion of ' stab ility ' 
as an obj ective o f  Aust ralian policy towards Indones ia in 
fairly narrowly conceived ways . 

Po lit i cal lobby groups 

S in ce 1966 there has been a pro gres s ive expans ion of 
internat ional and regional institut ions promo t ing the interests  
o f  the private sector . In  19 7 1  the Australia- Indonesia 
Bus iness Co-operat ion Connnit tee (AIBCC) was established to 
as s ist prospect ive investors and ' work . . .  for the improvement 
o f  busines s  condit ions . . • [ and ] ensure the cont inuat ion of 
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a stable relat ionship between the two coun tries - a relat ion
ship which understands the nat ional heritage and aspirat ions 
o f  both countries and a relat ionship that will draw together 
regional neighbours and t rading partners in a growing bond 
of friendship ' . 15 

The inaugural Presiden t  o f  AIBCC was Mr J . B .  Reid , then 
chairman o f  James Hardie Asbestos Pty Ltd ,  with Mr W . J .  
Henderson , Director-General o f  the Associated Chamber o f  
Manufact ures o f  Aust ralia , as Secretary-General . Membership 
at the end o f  19 7 5  had reached 160  individuals and companies , 
represen t ing all maj or sectors o f  economi c act ivity . 

AIBCC works clo sely with a count erpart group in Indonesia , 
the Indon es ia-Aust ralia Business Co-operat ion Connnittee 
( IABCC) . 16 The inaugural President was Mr Eddie Kowara , 
Vice-President o f  the Indones ian Chamb er o f  Connnerce , who 
is prominent in the cons truct ion bus iness l7 and whose son 
is married t o  a daughter o f  Pres ident Suharto . S in ce 1 9 7 1  
semi-o ff icial ' seminars ' have b een held annually and atten ded 
by s en ior off icials from both countries , plus a few invited 
academi cs . The t one o f  di scus sion tends t o  be bland , unin
format ive , even mildly evangelist ic . However , both AIBCC 
and IABCC are highly regarded by the Indonesian government 
and this twin organizat ional s t ructure is replicated in the 
case of several count ries with whom Indonesia act ively pro
motes bus ines s  relat ions . 

AIBCC ' s  potent ial role as polit ical ' t rouble-shooter ' 
was shown when , in July 19 7 3 , Mr Don Chipp , MHR , wro t e  three 
trenchant art icles attackin g  corrup t ion ,  deprivat ion o f  
polit ical rights  and maldistribut ion o f  wealth in Indones ia 
together with Aus t ral ia ' s uncrit ical suppo rt for the Suharto 
governmen t . 1 8  The following month , the Pres ident of AIBCC , 
Mr John Reid , cir culated a reply , which viewed the problem 
of corrupt ion in Indones ia sympathet ically in a historical 

15
Ext racted from AIBCC Official S tatemen t o f  Aims , Canberra , 
19 7 1 . 

16The Indones ian name is Dewan Kerj a S ama Pengusaha Indonesia
Aus t ralia (DKSP IA) . 

1 7A company with which Kowara has b een notably associat ed is 
P . T .  Tehnik Umum. 

18
Age , 2 3 , 24 and 2 5  July 1 9 7 3 . 
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context , placing as much b lame on foreign investors as  
Indones ians - a partinent argumen t in the wake o f  the Lockheed 
affai r .  However ,  the other two issues were ignored and Mr 
Chipp ' s  criticism was dismissed as ' carping and dest ruct ive ' ,  
giving only p art o f  the pict ure . The art icle concluded with 
feeling : ' Indonesia has b een subj ected to more gratuit ous , 
ill-info rmed and wilfully inco rrect advice than almost any 
o ther count ry . Their inherent good manners and court esy 
have not resulted in them saying , as they might , to those 
crit ics t o  move away and mind their own business . • 19 Yet Mr 
Chipp in fact appeared to b e  giving advice to the Australian 
government roughly along thos e lines , al though the definit ion 
o f  what is legit imat ely Aus t ralia ' s  busines s  offered by Mr 
Chipp and similar cri t ics would presumably not be ac ceptable 
to the AIB CC . 

Two other regional organizat ions which play a vaguely 
defined quas i-polit ical role in shap ing economic relat ions 
between the two countries are the Pacific Basin Economic 
Council (PBEC) and the Private  Inves tment Company for As ia 
(PICA) . 

PBEC was ori ginally fo rmed by the Aust ral ia-Japan Business 
Co-operat ive Committee , lat er in clud ing the US , Canada and 
New Zealan d .  Efforts are con centrated on the ' l ess developed 
countries of the region ' ,  with s pecial emphas is on Indonesia . 
A Pacific Bas in Investment Charter has been drawn up , pro
viding guidelines to inves tors . PBEC ' s  Human Resources 
Development Committee holds annual seminars to exchange 
information on busines s  methods in the region and to study 
the role of privat e ent erprise and the problems of investment 
in develop ing count ries in the Pacific Bas in area . To this 
end , both PBEC and the Aust ralian government have f inanced 
provision of technical t raining and indus trial experience in 
Australia ( Senate  S tanding Commit tee , 1 9 75 : 132 ) . 

· 

PICA was originally sponsored in 1969 by the Japanese 
Committee within PBE C .  Capital was subs cribed by Japan , 
America , Aus t ralia , Canada an d European count ries . It appears 
willing to inves t  in b usiness operat ion s in the region on a 
fairly free-wheeling bas is ,  though with a preference for 
j o int ventures and local maj ority shareholding , especially 
where this may con tribut e to the development o f  regional or 

19
Art icle circulated on behal f of  the AIBCC , 6 Aug .  1 9 7 3 . 
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sub-regional economi c  and cap it al markets . Its  ideological 
stan ce is made cl ear by suppo rt for investmen t s  in developin g  
co unt ries ' which maintain a favourable climate for inves tment , 
part icularly those providing a reasonable degree o f  pol it ical , 
economic and monetary s tab il ity to carry on privat e bus iness 
act ivit ies ' ( ibid . : 133) . 

Nat ionalist resurgence and fo reign enterprises 

S ince around 1 9 7 3  there has been increas ing confl ict 
over the role of foreign investment in Indon es ia , reawakening 
earlier nation al is t  sent iment from the Sukarno period  in 
various new forms . A great er share has been demanded fo r 
Indones ian ownership and managemen t in j o int ven tures , more 
use of local labo ur and res ources , great er diffus ion o f  
economic b enefits  an d  the el imination o f  foreign dominated 
' enclaves ' .  

The January 19 74 riot s in Jakarta , though nominally 
directed against Japan in the person of Prime Minister Tanaka , 
we re primarily directed against the group of  pres ident ial 
advi sers (ASPRI ) led by General Al i Murtopo which all egedly 
has close bus iness links with Japanese int eres t s . Earl ier 
disturbances in Bandung in August 1 9 7 3  were directed against  
Chinese busines smen , 2 0  but coul d also be seen as  a broader 
at tack on the collllllon triangular j o int venture configurat ion 
between foreign companies , Chinese capital and Indones ian 
military and o f ficials . 

As a result of  these upheavals ,  the Indonesian government 
announ ced a series of measures t o  raise Indones ian share
holding in j o int ventures , en courage entrepreneurship by 
pribwni rather than Chinese Indonesians , give Indones ians 
great er technical and managerial responsib ility and encourage 
sub�ont racting to local enterpri ses while clos ing more fiel ds 
to foreign investment . However ,  investors are repeatedly 
as sured of the governmen t ' s  ' fl exibility ' in implementing 
these obj ect ives and cl early no specific st rategy has been 
spelled out to achieve them. A scept ic might con clude that 
the net effect will be t o  enhance the economic role o f  the 
milit ary and the bureaucracy and to widen the range of interest  
groups which mus t b e  f inancially and in other ways ' a ccommo
dat ed ' within the j oint vent ure structure . Mr A. R. Soehoed , 
then Vice- Chairman o f  the Inves tmen t Co-ordinat ing Board , 

20
Peris tiwa 1 5  Januari 1 9 74 , pp . 1 75-87 . 
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argued in New York in 1 9 7 5 that the obj ect o f  the new (post
January 19 74 )  policies was ' to avo id pos s ible frict ion between 
foreign and domestic  business c ircles and for no other reason . 
A healthy interplay b etween private domest ic and foreign 
enterprise is es sent ial for sound development and an economy 
free from disagreeable politico-economic issues ' ( Capital 
Investment Board , 19 75 : p . 4 o f  Soehoed ' s  paper ) . 

The government faces problems in expanding Indonesian 
participat ion in j o int ventures in view o f  the limit ed avail
ab ility of lo cal capital , especially from pribumi Indones ian 
sources . Various government-sponsored f inancial inst it ut ions , 
such as Bapindo , have been o rganized to  purchase shares , 
which in prin ciple may b e  sold to local shareholders . It is 
clear that the inst itut ion s are themselves organ ized on a 
j oint venture b as is , often with maj ority foreign ownership , 
although the total ins t itutional shareholding in individual 
companies is counted for purposes of valuat ion . o f  Indonesian 
capital part icipat ion in j o int vent ures . 21 The Nat ional 
Bank of Australasia Ltd and the Commercial Bank of Aust ralia 
Ltd are part of a merchant bank syndicate formed in 19 74 
which fal ls within this cat egory ( Senate Standing Connnit t ee , 
19 75 : 12 3 ) . 

Most o f  the announced changes have p roved co smetic in 
nature , as the Indones ian government seeks to sat is fy rising 
economic nation alist  demands at home , without alarming foreign 
inves tors , who are assured that such changes will help to 
promote a more s t ab le busines s climate .  At base , the obj ect ive 
is a polit ical one of maintain ing ' common int erest b etween 
foreign enterpri s e  and foreign investor on the one s ide and 
hos t  government an d  indigenous ent repreneur on the other . 

2 1capital Inves tment Board , 19 75 : p . 7 o f  Soehoed ' s  paper . 
During dis cus sion o f  the Report by the Working Commit t ee 
on Finance (p . 12 ) , Mr Machmud , representing Bank In donesia , 
stated : ' the f inancial ins t itut ions  are al so given an 
opportunity to  part icipat e  in equity in any fore ign invest
ment company and the f inan c ial  inst itut ion is con sidered 
as an Indonesian Partner ,  even though you may have 80% owned 
by foreigner s . I don ' t  think it would be a great prob lem 
for you to find partners . . .  there are now about 11 financial 
inst itut ions  in Indonesia and most o f  the foreign partners 
of  these inst itut ions  are prime banks from many countries . '  
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For it is only in this way that close and mutually profitable 
relat ions can be assured to grow between them ,  at as low a 
po li tica l cost  as possib le ' 22  (original emphas is) . 

Social and cultural aspects of Australian-Indonesian j o int 
vent ures 

The 15 January Aff air in 1 9 7 4  brought to a head under
lying di s sat is factions  with the disrup t ive in fluence on 
Indones ian culture caus ed by the large-s cale influx of 
foreign compan ies and their alleged unwillingness to adap t 
to local cus toms and institut ions . At the same time , Indo
nes ia ' s leaders were accused of aping wes tern culture in the 
process of enriching themse lves . However ,  the concept o f  
' Indones ianizat ion ' o f  en terpr ises con tains some inbuilt 
dif ficult ies . I f  the main emphasis is  t o  b e  p laced on 
absorp tion of Indones ian pe rsonnel in to s enior posi t ions , 
then it is likely that more Indon esians  will adopt wes tern 
cult ural forms unl ess en terprises are indigenous ly shaped 
and controlled from the out set . The Indones ian government ' s  
app roach to ques t ions of cultural assimilat ion reflec t its 
general line towards foreign companies s ince January 19 74 , 
encouraging them to show resp ec t  and understanding for Indo
nesian national as pirat ions , to make some appropriate ges tures 
but not to  feel alarmed or in any way under attack .  

Aus tralian companies have generally showed themselves 
willing to co-op erate with off icial policies to the neces s ary 
ext ent , though ef fect ively avoiding any in-depth con tact with 
the indigenous economy , so ciety and culture . 

There are many s ides to this picture . To begin with , 
mo st bus in es smen cons ider Indonesia a more diff icul t  count ry 
in which to conduct b us ines s  than o ther Southeast As ian 
countries , b ecaus e  o f  its  poor communicat ions and o ther 
facilit ies , complex bureauc racy , corrup tion , weak legal 
sys tem and p rob lems of health and climate . However , a minority 
cons ider Indones ia a congenial country in which t o  operate , 
provided one makes an effort to understand local ways o f  
conduct ing bus in es s . Paradoxically , Australian bus ines smen 
display remarkab le optimism about Indone s ia ' s  long-term 
economic prospect s - an outlook shared , at least until qui te 
recently , by most  of their associates in western count ries . 

22 capital Inves tment Board , 1 9 7 5 : 14 (addres s by Mr Adam Malik , 
Foreign Minister o f  the Repub lic o f  Indones ia , p . 3 ) . 
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A survey o f  Aus tralian business at t itudes towards j oint 
ventures ind icated that the p rime mo t ivation for their estab
lishment was to foster good relat ions with the Indonesian 
governmen t . 2 3  While advantages o f  legal and adminis trat ive 
convenience , lo cal knowledge and contacts of Indones ian 
par tners were reco gnized , they were cons idered les s es sent ial 
from a s t rictly technical and managerial viewpoint . For 
this reason some companies saw an agency or management con
tract as a convenien t  compromise . 

Again , companies show a fairly negat ive approach towards 
training and p romo tion of Indones ian p ersonnel , though this 
is of  ten con cealed by good-nat ured bonhomie and expressed 
willingness to meet the Indones ian government ' s  requirements . 
Many companies consider that Indonesian p ersonnel are unreli
ab le and lacking in diligence and precis ion . These defect s 
are at tributed to their general approach towards work rather 
than to specific lack of knowledge . However ,  a significant 
minority hold an opposite viewpo int , while mo st companies 
recogniz ed Indones ians ' skill in social and interpersonal 
relat ions . 

On balan ce , companies prefer to train Indones ians for 
marketing management pos it ions rather than use similarly 
trained Aus tralians , since market ing is viewed as an act ivity 
involving direct dealing with the Indonesian peop le . Where 
internat ional market ing is invo lved , Aus tralian p ersonnel 
are preferred . In this context , some tenden cy exists  towards 
equat ing �ocal' with ' rural ' , although the focus of  most  
companies ' act ivity is plainly urban . Aus tralian companies 
offer a varie ty o f  technical , trade , commercial and super
visory training , somet imes through formal external courses , 
but mo stly in j ob-specifi c ways at the place of  work . 
Contact with Indon esian profess ional or scientific inst itutions 
is slight , though some contact exists with universit ies in 
a few cases . The Indonesian government imposes no formal 
requirements on j o in t ven tures for training local personnel ,  
though s in ce 19 74  some general plan mus t be offered when 
applying to the Investment Co-ordinat ing Board . 

Many companies s end senior Indon esian personnel to 

2 3
Th . . . b d . d  f . . • th is sect ion is as e on a w1 e range o int erviews w1 
company personnel in Aus t ralia and Indone sia , together with 
a quest ionnaire to 103 companies undertaken during 19 7 2- 7 3  
( s ee Appendix III) . 
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Aus tralia to gain ' pract ical ' experience . Some measure of 
e thno cent rism is in eviden ce here , in that the emphasis is 
no t only on acquiring specific skills but on sending Indo
nesians to see how ' things are done properly ' in Aust ralia . 
Ironically , such training is o ften regarded as unneces sary 
but as something don e to appeas e Indonesian desires for 
gaining status through over seas travel - often cited by 
Australian company execut ives as if this were a uniquely 
Indones ian characterist ic . In any case , companies have 
sponsored an in creas ing flow of Indon es ian p ersonnel for six 
to nine months ' familiar ization and training courses in 
Australia , somet imes in as sociat ion with the Colombo Plan 
program .  

On the surf  ace ,  Aus tralian companies display very pos i t ive 
at titudes towards learning the Indones ian language . Most  
consider it necessary for  res ident Aust ralian personnel to  
learn Indones ian in order to  promot e sat isfac tory relat ions 
with Indones ians and ef fec t ive in ternal op erat ion and manage
ment of  enterpri ses , though there is less inclinat ion to see 
language ab ility as necessary for t ransacting business in 
Indon es ia . Learning Indonesian is connnonly seen as a des ir
able social accomplishmen t and a gesture of good will , but 
by no means a necessity . Many bus iness execut ives cons ider 
it more importan t  for their wives to sp eak Indonesian than 
to do so thems elves . Generous express ions of approval by 
Indones ians at all so cial levels for minimal efforts at 
speaking Bahasa Indones ia no doubt  reinforce this type of  
outlook . 24 In the work situat ion , some language ability is  
considered useful in order to  connnunicat e with workers and 
j llllior s t aff . However , English is cons idered essent ial for 
conduct ing bus in ess nego t iat ions , s ince partial language 
ab ility could lead to mis llllders tanding on crucial matters . 
An English-speaking Indones ian no tary i s  usually considered 
adequat ely competent for this purpo se . 

It is probably no eas ier for Indones ians t o  speak and 
underst and English well than it is for Aust ralians to gain 
adequate mast ery of Indon es ian . The connnonly expressed view 
that the incent ive t o  learn Engli sh and therefore the avail
ab ility of Engl ish speakers will always be more than adequate 
at the very leas t disp lays a lack o f  reciprocity in Aus t ralian 
att itudes towards Indonesians . It  may also have detrimental 
consequences in p ract ical terms . Inab ility to read do cumen t s , 

2 4
1Apa kabar, Pak? ' 'Kabar baik, terima kasih. Tuan sudah 

pa:ndai Bahasa Indonesia ! ' 
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reports , surveys and so forth , or  t o  have some direct under
standing o f  the environment within which a bus iness activity 
operat es mus t place limit s on company effect iveness - a poin t  
which i s  equally re levant in the case of  government aid 
operat ion s .  Furthermo re , if  too much emphasis  is placed on 
English language ability in select ing local personnel , this 
may be at the expense of Indones ians  with b et t er managerial , 
commercial or technical qualifications . 

There has always been a hard core of  reasonably fluent 
language speakers among long-term Australian residen t s . The 
business community was stren gthened in this regard in 19 6 6 , 
when three Aus t ralian Embassy personnel left Foreign Af fairs 
and es t ab lished consultancy op erations . 2 5  However , the pro
port ion of resident Australians speaking Indonesian , except 
at a relat ively superfi cial l evel , remains small . The pro
portionately l arger flow of short-t erm vis itors further 
reinforces the negat ive lingui s t ic cult ural orientat ion o f  
the Australian b us ines s  community , . and no doubt  the Aust ralian 
connnunity as a whole , in Indonesia.  

Many o f  the views expressed by company personnel dis
cussed in this sec t ion merit analysis in more sophist icated 
sociological terms . In a polit i cal sense , however ,  they do 
s uggest serious limitations in the capacity of Aus tralian 
companies to unders tand and respond to demands for ' Indones ian
izat ion ' o f  compan ies and great er harmonizat ion o f  their 
economic activity with Indonesian society and culture . 

Polit ical impact of  the private s ector on Aust ralia- Indones ia 
relat ions 

Between 1966  and 1975  both expo rt s and investment 
increased dramat ically , though subsequently there has b een 
virtually no growth . The 19 75 Senate Report on Prospects for 
Trade be -tween Indonesia and Australia concluded blandly that 
' Indones ia ' s  prospect s for economic development are brighter 

2 5
Following the PIBA con feren ce in August 19 6 7  ( cf . p .  1 3 ) , 
eight companies established P . T .  Nas ihat as a consultan cy 
enterp rise to s ervi ce the needs of  Aust ralian investors . 
P . T . Nasihat played an important link rol e  with the Indo
nes ian government durin g the early Suhart o  years . This 
has faded with the expans ion of the Trade Commission in 
Jakarta and the Capital Investment Co-ordinat in g  Boar d .  
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than at any t ime in her 30 years independen ce . . . [ Her ] 
plans have experienced a good measure of  suc ces s to date . 
There appear s to b e  no reason why the course o f  st eady 
development embarked on by Indonesia shoul d undergo any 
sudden or immediat e change .  • 2 6  Such opt imism has subsequen t ly 
b een belied by event s ,  no tably the Pertamina cris is and the 
sharp fall in th e flow of foreign investment (c . f .  pp . 1 7 6-7 , 
18 2-4) . 

It has b een noted earlier that there is some tenden cy 
for general diplomat ic relat ions b etween Indonesia and 
Aust ral ia to move b etween ext remes of tens ion and co rdiality . 
If  the growth o f  j oin t ventures is any guide , the Aust ralian 
privat e sector is part icularly s ens it ive to chan ges in Indo
nes ia ' s polit ical climate .  Between 1966  and 19 74 their 
number grew from one to forty-s ix .  Sin ce the resurgence o f  
economic nat ionalism in 1 9 7 4  Aus t ralian investmen t in Indo
nesia has been virtually stat i c , though it has been growing 
els ewhere in the As ian region , notably S ingapore and Malaysia . 

Lit t le is known ab out the economic rat ionale which 
determines compan ies ' deci sions to invest  in Indonesia or 
ab out the pro fitability o f  those which have become firmly 
established t here , 2 7 but at least there are few s igns o f  capital 
being withdrawn despite the current lull in new investmen t . 
It seems tha t mo st of these companies saw investment as the 
sures t way in the lon g term to boost export s .  Indonesia ' s 
richness in resources and the size  of  her populat ion are 
believed by many Australian bus ine ssmen to produce a pot en t i
ally unlimited demand for plant , equipment and product s o f  
a l l  kinds . This underlying opt imism is being constantly 
we ighed by the Australian private sect or against all the more 
immediat e difficulties of invest in g there discus sed earlier . 

2 6
senate S tanding Conrrnit tee ( 19 75 : 4 ) . This con clusion was 
s t rongly supp o rted by submiss ions represen t in g  government 
and business viewpoints and by prominent academic s  such as 
H . W. Arndt and J . A. C .  Mackie (who nevertheless urged 
great er attent ion to dis t ribution aspect s ) . Despit e 
effo rt s by the Committee , crit i cs of o f ficial policies 
failed to present an alt ernat ive case . 

2 7A useful study o f  the rat ionale for investmen t o f  a s ample 
of Aus t ralian companies 1 9 6 7 - 72 is provided in Levinson 
( 1 9 72 ) . A variety of other company experien ces are recorded 
in the submi ss ions  of evidence relat ing to Senate S tanding 
Conrrnittee (19 7 5 ) . S ee also  Short (19 78} � 
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This probably goes far towards explaining it s tendency to 
swing between extremes of  opt imism and pes s imism in j udgment s  
ab out Indon es ia ' s  economi c fut ure , which are ac centuated by 
the ideological form in which such j udgments  are often 
couched . 

Opt imism ab out market prospects may in fact prove t o  
have been exaggerated in that insuf ficien t  weight has b een 
given to the low levels of  purchasing power of most Indo
nesians . Compan ies tend to argue that even if the urban 
middle cl ass market const itutes only 3-5 per cent of  the 
populat ion , this represent s enormous po tent ial in ab solute 
terms . There also s eems t o  b e  a tac it acceptance of the 
idea that problems o f  maldistribution of wealth will be 
solved by a process of ' t rickle down ' to poorer groups as 
Indonesia ' s  economy grows . Yet the growing emphasis on 
manufacturing export s by Indones ia and other As ian countries 
demons t rates the limit s to the lo cal market ' s  capacity , at 
leas t in the short term.  It  is pos s ible that , for this 
reason , Aus tralian compan ies may be come mo re willing to 
support the demands o f  Indonesia and o ther ASEAN cotmtries 
for liberalizat ion of Australia ' s  import policies . However , 
there app ears to b e  lit tle interest in or support fo r other 
redist ribut ion is t  aspect s touched on in the 1 9 7 5  Senate  
Report , such as the expansion of small indus tries or the 
recommendat ion that ' encouragemen t should be given to the 
effect ive use of labour-intensive "mid-level t echnology" , 
wherever applicab le , in investmen t and in development as s is t 
ance proj ect s ' . 2 8  

The role o f  the Aus t ralian private sector in Indonesia 
must b e  considered in a regional and global as well as 
b ilateral con text . Act ivit ies in Indonesia are o ften 
p aralleled by s imilar operat ions in other cotmtries o f  the 
As ian-Pacific region and els ewhere throughout the world , 
whi ch are co-ordinated through an increas ingly complex ins t i
tut ional structure . Of in creasing significance in this con
text is the trian gular economic relat ionship between Aus t ral ia , 
Japan and Indones ia . For in stance , there appears t o  be a 

2 8 senat e Standing Committee (19 75 : 5 ) . The substant ive sect ion 
in the Report t o  which this summary refers (5 . 3 . 2 . , pp . 
54-5)  recommends ' mid-level technology ' as � means of 
countering crit ics who brand foreign inve s Lment as ' neo
colonial ' .  However , the implicat ions o f  such a shift are 
not dis cus sed . 
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close relat ionship between the Aus t ral ia-Japan and Aus t ralia
Indonesia Busines s  Co-operat ion Committees , both through 
overlap of compan ies and p ersonnel and through region al 
organizat ions  such as PBE C .  The ext ent o f  co-ordinat ed 
planning in relat ion to proj ect s , use of resour ces , f inance 
and polit ical asp ect s ,  is p robably ext en s ive . The CSIS  
(Jakarta) is known to have t aken an intere s t  in this quest ion 
fo r a number of y ears and , for example , indicated some concern 
at the impact on the Japanese economy o f  economic nationalist  
trends in Aust ral ia during the 19 73-75 p eriod in relat ion to 
minerals pol icy . 

As in the diplomatic sphere , the increasingly mul t i
lateral nature o f  privat e sector act ivity in Indonesia is 
s carcely a cause for wonder . However ,  it  do es cast  doub t on 
nat ionalistic argumen ts  often advanced by Aust ralian bus iness 
representatives for all kinds of  government ass istance in 
support o f  their interes t s  in Indonesia.  As we have seen , 
such demands are only part ially success ful in a narrow 
b ilateral s ense . In the bro ader cont ext , it seems that far 
more powerful global and regional forces are op erat ing t o  
shape Australia ' s  percept ions o f  Indonesia and defin it ion of 
nat ional int erest in relat ion to her . Overall , the Aust ralian 
privat e sector has had a s t rong influence in sustain ing 
domestic polit ical support both for the  government o f  President 
Suharto an d for the general st rat egy o f  development pursued 
by Indonesia s in ce 1966 . 



Chapter 5 

Aus tralian voluntary assis tance in Indonesia 

The importan ce of non-government organizations (NGOs ) 
in the overseas aid field lies in their ab ility to provide 
an alternative focus on developmen t issues to that of fered 
by government and bus iness leaders . Although the numb er of 
people directly involved is not great , such aid agencies 
have proved able to presen t  their ideas in a s imple and 
popular form to fairly influential sect ions of Aust ralian 
public opin ion . Through contact s  with polit icians , academics , 
trade unionis t s ,  s tudent , church and other groups they have 
contribut ed towards forming an art iculate minority of of ten 
dissen t ing opinion on policy towards Indonesia.  Partly for 
this reason and partly as a result of  changing government 
policies , they have faced increas ing difficul t ies in operating 
programs in Indonesia . 

The main efforts of NGOs in the field o f  overseas aid 
have been concen trat ed in small-s cale programs in agriculture , 
nut rit ion , populat ion con tro l , health ,  educat ion and connnun ity 
development . Trad it ionally , many agencies have played a 
specialist role , though proliferat ion o f  their activit ies in 
recent years has led t o  growing confus ion and overlap . In 
April 19 7 7  the Australian Council for Overseas Aid (ACFOA) 
consisted of thirty-two full memb er organizat ions . Some 
maj or voluntary agencies remain out side ACFOA, such as the 
Aust ralian Red Cross Society , while many smaller church and 
other bodies un dertake activities which could loosely be 
defined as aid . 

Most  voluntary aid agen cies are either nat ional b ranches 
of  int ernat ional or regional o rgan izations or have close links 
with parallel organizat ions in o ther count ries . These int er
nat ional links p robably p rovide an important sociological 
explanat ion fo r the demands regularly voiced by NGOs for 
Australian government aid to b e  placed on a multilat eral 
rather than a b ilateral basis . In pract ice , many agen cies 
p ractise their own f orm of b ilateralism by channellin g  their 
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assistance through as sociated organizat ions in recip ien t  
coWltries . 

A limited number o f  agencies were selected for study , 
depending on the range and extent of  their activit ies in 
Indonesia (which of ten prove difficult t o  dis t inguish from 
more general activit ies ) or their importan ce within the 
Aus tralian aid const ituency . Apart from inciden tal references , 
non-AFCOA members are excluded from discussion , though it 
mus t b e  s t ressed that the omiss ion or inclusion of any program 
does no t by itself imply any j udgment on its  wor th or effect
ivenes s . 

Philosophy and aims of volWlt ary aid agen cies 

Two themes recur cons t antly in the lit erature and 
o ff icial stat ements of mos t  aid agenc ies - the need to fos ter 
' self-help ' ,  or ' self-relian ce ' ,  and the prime importance o f  
human and moral values in development . A related theme is 
that of compass ion and the ob ligat ion o f  the world ' s  rich , 
including Aust ralians , to  share their wealth with the poor 
maj ority of  the world . Recen tly , this has changed to a more 
con troversial in terpre tat ion s tres s ing causal relationships 
between the wealth of developed coun tries and the poverty o f  
tho se still Wl derdevelop ed . l 

There is an inevit able vagueness about terms such as 
self-help and self-relian ce ,  and whether they refer to 
individuals ,  groups , villages or  whole societies . This  makes 
it po ssib le to ascribe widely different meanings to them. 
However , agencies increasin gly s t ress community sel f-help in 
evalua t ing proj ect s , ref lect ing a trend towards co-op erative 
rather than ind ividualis tic styles of development . 

As an example , Aust ralian Catholic Relief ' s  criteria for 
acceptan ce of self-help proj ec ts require iden t ification of 
specific group s  who are expected to benefit and evidence of 
effective local l eadership . 2 Proj ects should use local 

1The thinking o f  some agen cies seems to have b een influenced 
by theories of dependency in the academic literature on 
development . Cf . discuss ion on pp . 1 9 3 - 5  and associa ted 
references . 

2
Aus tra lian Catho lic Re lief Mandate , as approved by the Epis
copal Commit tee for Development and Peace of the Aust ralian 
Ep iscopal Conference , Sydney , Septemb er 19 7 3 . 
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resources , labour and skills , should be technically and 
economically sound in the local context and self-supporting 
after an ini t ial pe riod . Efforts should also be made to fit 
in with government policy and to gain finan cial and other 
assis tance from local authorities . 

The aspirat ion towards ' human developmen t '  is still 
more vague . However ,  it b rings into focus the so cial , per
sonal and spiritual needs of people s ide by s ide with their 
material needs . Here again conflicting ideo lo gical inter
pretat ions have led to a tangled maze of definit ions of the 
term developmen t . 

For example , in May 1 9 7 6  Community Aid Abroad ( CAA) 
adop ted as part of its  Policy Manifesto a definit ion o f  
development as : 

That p ro cess  of chan ge through which a so ciety 
evolves values , political leadership and other 
fo rms of o rganisat ion neces sary to mob ilise and 
ut ilise resources in such a way as to maximise 
the opportunit ies available to the maj ority o f  
its  memb ers , for realisat ion t o  t h e  fullest 
po ssib le ext ent of  their pot ent ial as human 
b eings (Geoffrey Currey in Mortimer , 19 7 3 : 20-1) . 

The author fall s  into a conunon trap .  "Development � is 
a term which inevi tably entails value j udgments amd is 
of ten ideologically loaded in a wes tern liberal-capitalis t 
direct ion , under the gui se o f  apparen tly neut ral , factual 
terminolo gy . 3 However , radical crit ics of this approach , 
in stead of abandoning the term , seeking a new one or better 
s t ill making explic it value stat ements  which can stand in 
their own righ t , cont inue to use it  in much the same pseudo
factual way as their opponen t s . Thus Currey des crib es 
development as 

The passage from the les s  human to the mo re human , 
as the expans ion o f  oppo rtunit ies for the realis
at ion o f  human creat ive potent ial , the giving to 
all memb ers of  so ciety the greatest po ssible 
latitude for the exercise and expans ion of their 

3
Myrdal ( 19 70 : Ch . l) draws out the practical cons equences o f  
s uch b ias while some more obvious philosophical difficult ies 
are discuss ed in Go ldsworthy ( 19 7 7 ) . 
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facul t ies . It is a lib erat ing p ro cess of  chan ge 
(Mort imer , 19 7 3 : 2 0 ) . 

By con t rast , a highly individualistic  concept  of  develop
ment is provided by the o fficial statement of purposes of 
the Junior Chamb er Internat ional ( to which Australian Jaycees 
is affiliated) which sees its  role as 

a personal development o rganisat ion which will 
provide memb ers with oppo rtunit ies for growth at 
their own pace and cons i stent with their 
individual needs and abilit ies , so enabling them 
to attain a real isat ion o f  their pot ent ial to 
benefit society . 

The emphasis is made quite clear in the Jaycees ' ' Creed ' 
which declares amongst other things that ' economic j us t ice 
can b es t  be won by free men through free ent erprise ' . 4 

Unfortunat ely , few st atement s by voluntary agencies are 
so explicit in either direct ion as the above quo tat ions and 
their true meaning is con sequently harder to draw out . For 
example , the problem of defin it ion emerged in a more pract ical 
context in relat ion to the Act ion for World Development pro
gram in 1 9 7 2  run by the Austral ian Council o f  Churches and 
Austral ian Catholic Relief .  This was intended as a popular 
style adul t educat ion cours e , geared especially to Christ ian 
groups in Aus t ralia .  I t s  guide booklet , Deve lopment is for 
Peop le , b egan from the po s it ion , based explicitly on the 
Christ ian idea of man made in the image of God , that ' devel
opment is the pro cess by whi ch all humanity moves to life 
with dignity and a j ust share in the world ' s  resources ' .  On 
this bas is 

everyone has the right to life , liberty , security 
of p erson . . •  a standard of living adequate fo r 
the health and well-being o f  hims elf and o f  his 
family , including food , clothing , hous in g  and 
medical care . . .  necessary so cial services . . .  
security in the event o f  unemployment ,  s ickness , 

4 rnformat ion supplied by Australian Jaycees , Geelong , Victoria . 
Othe� points in the Jaycees ' creed include faith in God ,  the 
brotherhood of man whi ch t ranscends the sovereignty o f  
nat ions , government b y  laws rather than men , the s up reme 
importance o f  human personality and service t o  humanit y .  



disab ility , widowhood , old age . . .  the right to 
educat ion (Act ion for World Development , 
1 9 7 2 : 1 ) .  
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There follows a series of  s lo gans such as ' Developmen t  is 
mo re than food - but when you ' re hungry that ' s  where you 
start ' ; ' Development is more than educat ion - but when you ' re 
illiterate that ' s  not a bad place to start ' ;  ' Development is 
more than t rade , too - but a fair wage for a day ' s  work is 
elementary j us t i ce ' ( ibid . : 12 ,  14 , 1 7 ) . 

As purely moral j udgmen t s  these prescript ions s eem 
thoroughly deserving of support , but such use s  of the term 
' development ' s erve only to confuse issues . Wit hout labouring 
the point ' what is  at  issue is a preferen ce for one type of  
political and economic o rganisat ion rather than another ' ,  in 
terms of the familiar ( to political philosophers ) issue o f  
' freedom from s ome const rain t ' a s  against ' freedom to be o r  
d o  something ' ( see Weldon , 1953 : 69-75 ) . This alt ernat ive is  
often equated with the  conflict b etween lib eral and Marxi st 
interpretat ions o f  freedom. While the realpolit ik o f  the 
development debate inevit ably leads to philosophical conflict 
over definit ion s ,  opponents of the orthodox liberal growth 
model seem at t imes t o  be in danger o f  allowing the mult i
p licat ion of concept ual j argon to det ract from the pract ical 
wo rth o f  the alternat ives they are p roposin g .  

Community Aid Abroad 

CAA and the Brit ish agency OXFAM have combined operat ions 
in Indonesia , poolin g  field staf f  and administ rative 
resources . 5 After 19 7 2  it was found diplomat ically convenient  
t o  operate all  programs in the  name o f  OXFAM . Since 19 7 7  
funding for new proj ect s in Indonesia has b een discont inued 
and funding of previous operat ions wound down , mainly owing 
to tens ions aris ing from the Timar cris is though some informal 
contacts are retained . 

Agricult ural assistance has in cluded inst allat ion of 
village pumps , dams and irrigation facilit ies , a rice mill ,  
sheep and catt le p roj ect s an d  technical and managerial assist
ance to Kebun Jeruk ,  a large experimental agricultural s t at ion 

5 rnformation in this sect ion has b een ob tained from CAA Head 
Office , Melb ourne , through field of ficers in Indonesia and 
through visit s t o  many of t he p roj ect s . 
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run in as sociat ion with the University of  North Sumatra , 
Medan . 6 In some inst an ces , small private ent erprises have 
b een ass is ted . Programs of nut rit ion educat ion have b een 
undertaken thro ugh the Indonesian Council o f  Churches and 
through the Chri s t ian Foun dat ion for Public Health (YAKKUM) , 
Solo , Central Java . The t rend , however ,  i s  generally against 
nut rit ion educat ion in Asian count ries , on the grounds that 
such programs tend to treat symptoms rather than causes . It  
has  b een found that poor farmers will sell  higher protein 
crops , animals o r  f ish t o  fin ance purchase o f  more basic  
necessit ies , though once a threshold o f  sub s ist ence has  b een 
reached , some small proport ion may be retained for domest ic 
consump tion . 

CAA has support ed publicat ions by the Indonesian Ass oci
at ion for Agricultural Economics (PERHEP I ) . 7 This is linked 
to the Agro-Economic Survey (a  semi-autonomous research body 
within the framework of the Indonesian Department of Agri
culture , which has been funded by the Agricultural Development 
Coun cil , sponsored in turn by the Ford Foundat ion ) , and to 
the Lembaga Pemb inaan Usaha Bersama , a government (GOLKAR) 
supported organizat ion amalgamat ing smaller ones , notably 
Pantj a S ila Farmers ' Organ izat ion , in the field o f  agricult ural 
extension , which nonetheless manages t o  retain some o f  it s 
earl ier vo luntaris t ethos . 

Family planning p roj ect s have proved consistently popular 
with CAA branches in Australia . Apart from the usual clin i c
type p roj ect s , support has b een provided for educat ional and 
research programs , using leaflet s ,  s lides and puppet s chan
nelled through in s t it ut ions such as the Indonesian Planned 
Parenthood Ass o c iat ion , the Indonesian Council o f  Churches ,  
the Demography Inst itute o f  the University  o f  Indonesia , 
Jakarta ,  an d the Populat ion Inst itute , Gadj ah Mada Un ivers ity , 
Jo gyakart a .  

6 

7 

Cf . pp . 7 3-5 . Kebun Jeruk was pioneered by a bril lian t  
agriculturist ,  Mr H .  Wes t enb erg , an Indonesian cit iz en who 
had achieved cons iderable success in agricultural ext ension 
work with local farmers . In 19 7 1  Kebun Jeruk was handed 
over to a foundat ion involving Pertamina ( S t ate Oil corpor
at ion ) , PUSRI (Nat ional Fert iliser Corpo rat ion ) and the 
Univers ity  of No rth Sumat ra ,  Medan . 

Not ably Truhus (monthly) . 
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Several proj ects for village school construct ion have 
b een supported in recent y ears . It has b een common for the 
government to en courage villages t o  build schools by supplying 
a teache r if this is done . However ,  textbooks are usually 
not available or else beyond the means of mo st villagers . 
More recently , the b road-based crit ique that has been mounted 
against convent ional s chool-centred pro grams in poor count ries 
( Illich , 19 7 1 ;  Myrdal , 1968 : Pt 3 ,  Chs 31-3 ) has had it s effect 
on voluntary agencies , which increas ingly favo ur programs 
with more vo cat ional o r  community educat ion con tent . This 
is linked to a growing interest in village level t echnology . 

CAA has b ecome increas ingly asso ciat ed with local agen cies 
in train ing cadres for village level ext ension work . There 
is a nat ional t rend t owards development o f  cadres , encouraged 
by the Indones ian government and by s tudent and youth organ iz
ations  such as BUT S !  (an Indonesian vers ion of the Peace 
Corps or Aust ral ian Volunteers Abroad , operating on home 
terri tory) and PRAMUKA ( S cout s ' Associat ion ) . Some radical 
t rends are emergin g ,  as training courses emphas ize themes not 
merely of local self-help but of self-definit ion of needs 
and prio rities by even the poorest social groups . The pol it
ical effect is  both to sharpen crit i cism o f  developmen t 
planning ' from above ' and to transmit new types o f  popular 
demands ' up the line ' .  Such t rends will be difficult to 
reverse , sin ce these ideas have b een allowed to pe rcolate 
ve ry widely and are easily legit imized within the body of 
conventional wis dom and offi cial rhetoric underpinning 
Repelita I I  ( Second Five Year Plan , 1 9 7 4 / 75-19 7 8 / 7 9 )  ( s ee 
also pp . 1 5 6-8) . 

Wherever possib le , CAA/OXFAM. works through Indonesian 
NGOs , selected on the advice o f  the Field Direct or , which 
then handl e  all local aspect s .  As a rule , funds are not 
channelled to government departments , though in several 
in stances government research or training inst itutes , such 
as the S ocial Welfare Inst itute , Bandung , receive funds 
directly . Individual univers ity academics , notably from 
Gadj ah Mada Univer s ity , have sponsored several proj ect s .  In 
some cases heads o f  villages have received funds directly , 
though this is b ecoming increas ingly dif ficult to arrange 
with the Indonesian authorit ies . Village authorit ies are 
usually unaware o f  the possibility of ob t ain in g  such ass ist
ance . CAA/OXFAM requi re a great deal of in format ion o f  the 
baseline dat a type and this task usually proves too formidable 
without the intermediary good o ff ices of  an in stitut ion or 
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individual w ith rel evant overseas contact s .  

A high p roportion of CAA as sistan ce in Indonesia is 
channelled to ins titut ions  with religious affiliat ions , 
although this do es not seem to be part of  any del ib erate 
policy . On balance the re may b e  a sent iment in the opposite 
direct ion . However ,  rel igious-bas ed inst itut ions play a 
significant ro le in Indones ia in such fields as so cial wel
fare , he alth and educat ion . No doub t  fact ors such as cultural 
familiarity and estab lished int ernat ional lines of connnuni
cat ion have facilitated the s t eady flow o f  approval s for 
proj ect s sponsored by Chr istian agen cies , who have al so shown 
a more ready understanding o f  the part icipatory , socially 
' progres s ive ' philosophy en couraged by CAA/OXFAM. 

Aid to I slamic ins t it ut ions  has mos t ly been direct ed 
towards support ing vo cat ional train ing pro grams . The b est 
known of thes e ins t itut ion s , often vis ited by touring CAA 
groups , is the Darul Falah Vocat ional Training S chool near 
Bogor , West  Java . Official CAA literature speaks warmly of 
lo cal leadership there , but con cern is expres sed that there 
is too much emphasis in some Islamic schools on incul cat ing 
technical skills and too  lit tle on  fo stering discus s ion and 
part icipat ion . It also  app ears that religious educat ion 
plays a far greater role in the total life o f  Islamic agencies 
than it does in the ir Christ ian counterpart s .  In part , 
ass is tance t o  Islamic inst itut ions s erves a diplomat ic as 
well as developmental purpose in fostering good relat ions 
with the Indones ian government , by maintain ing balan ce b etween 
Ch rist ian and Islamic inst itutions . 

A s i gnif icant proport ion of CAA/ OXFAM assistance in 
Indonesia has been channelled through YAKKUM ( Christ ian 
Foundat ion for Public Health) based in Solo , Cent ral Java , 
and it s off shoot organ iz at ion YIS (Prosperous Indonesian 
Foundat ion) . 8 CAA ' s as sociat ion with these organizat ions is 
worth studying in some det ail . 

YAKKUM was originally est ablished in the 19 50s by Dr 
Nugroho Gunawan who , as a general medical practitioner , 

8The full Indonesian t it les o f  these organiz at ions are Yayasan 
Keris ten untuk Kesehat an Umum and Yayasan Indonesia Sej aht era . 
Account s of their p ro grams and philosophy are provided by 
In Action ( Quarterly English Language Newslet t er o f  CD
Yakkum) , and Vibro (Quarterly English Language Newslet t er 
of  Yayasan Indonesia Sej aht era) . 
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developed a st rong convict ion that convent ional medical 
pract ice t reats effect s  rather than causes . He th ere fore 
decided to concentrat e on improving food product ion , nut ri
t ion ,  pub lic health and educat ion . Indonesian field staff 
under his guidance have developed an increas ingly strong 
commitment to popul ar part icipat ion in selection , des ign and 
implementation o f  proj ect s and developing skills and att it udes 
appropriat e to this end .  

YAKKUM leaders would admit mixed success in achieving 
these obj ect ives . A brief survey carried out in 19 73  in 
three kabupaten s  wh ere YAKKUM proj ect s had been in operat ion 
( see Appendix V fo r det ails ) suggest that villagers ' per
cept ions of the p rocesses whereby proj ect s are planned and 
implemen ted require more in dep th study . As a generalizat ion , 
it appeared that village people interviewed mos tly saw the 
init iat ive fo r p roj ect s as st emming from three or four village 
leaders , in conj un ct ion with YAKKUM represent at ives , and 
their own role as on e of approval at a village meeting 
together with provis ion of  labour . I f  t rue , such a con clus ion 
would not be surprising in terms of the normal funct ion in g  
of  Javanese villages nor would i t  prove any mo re than the 
n eed to operate init ially through established village st ruc
tures and the difficulty of b reakin g  new gro und in the short 
r� . 

Nevertheless , the general approach pursued by YAKKUM 
and YIS app ears to have generated considerable local support . 
A particularly success ful scheme has been the conrrn�ity 
health insuran ce s cheme (Dana Sehat ) , in it ially pioneered by 
YAKKUM in Solo . 9 This s cheme relies heavily on local dis
cus s ion , part icipat ion and leadership and has since been 
t aken up in many part s of  Indonesia , providing much needed 
health coverage at low premiums . A sys t em of voluntary 
s ub s idy , adapted t o  local cul ture , is built int o  the scheme , 
whereby richer villagers pay higher rates or make up fund 
deficit s in p eriods o f  high demand . The pot ent ial role o f  
locally t raining and recruited cadres was seen more clearly 
as a result of  this s cheme . 

A key l ink role with CAA has b een played by an Aust ralian 
vo lunteer , Mary Johnst on ,  who was init ially employed by the 
Indones ian Department of Soc ial Welfare (Depsos)  and has 

9 
The mos t  ext ensive available acco�t of  this scheme is 
provided by Nugrohc ( 19 7 2 ) . 
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subs equently worked with YAKKUM and YIS fo r several y ears . 
She has p layed an important part in evaluat ing proj ect s ,  
edit ing English language publ icat ions and organiz ing t rain ing 
co urses . 

Because o f  growing pressures from sponsoring churches 
for a more explicit ly Chris t ian identificat ion in it s programs , 
growing res trict ions on its work b y  local authorit ies , an d 
differen ces of  op inion as to how to deal with these pressures , 
it was found necessary to split YAKKUM in 1 9 74 . YIS  was 
estab lished as a foun dat ion under the auspices of the Indo
nesian Council o f  Churches , but with sympathet ic board members . 

Before 19 74 , YAKKUM had pl aced in creas in g  emphasis  on 
the st rategy of t rain ing village level cadres . YIS , whose 
memb ership is more oriented towards radical philosophies o f  
community development , has concen t rated it s efforts almost 
exclus ively in this direct ion . By co-op erat ing with govern
ment sponsored training programs YIS  hopes t o  survive the 
near universal t akeover of volunt ary t raining pro grams and 
thus spread it s key ideas more widely . YAKKUM concen t rat es 
mainly on proj ect s , though there app ears to be some overlap 
with regard to the Dana Sehat health insurance scheme . 

YIS ' s  con cent rat ion on raising skills and con sciousness 
in the f irst instance rather than on proj ect s accords very 
much with recent direct ions in CAA ' s  thinkin g .  The trend 
towards cadres is part icularly strong in Cent ral Java , for 
which the old YAKKUM organ iz at ion must  be given some credit . 
The ferment of ideas relat ing to this type o f  development 
st rate gy is part icul arly strong in the Solo-Jogyakarta region . 
It is based on the work of numerous group s  spon sored by the 
Gadj ah Mada University , the Asrama Realino , a dynamic Catholic 
inst itut ion , 10 and many other local agencies whose field 
s taf f share a st rong esprit de corp s . Their work has a s ig
nificant ' spin-of f '  effect on youth and st uden t groups . 

It  is underst an dable that in these c ircumstances CAA has 
been considering concentrat ing act ivit ies in Central Java -
a move whi ch coul d  be j ust ified in terms of the ext reme 
poverty o f  the region . At the same t ime the st rength of 
lOinspiring leadership in training , youth and student cadres 

and experiment ing with small t echnology has b een p rovided 
over many y ears by a Dut ch p riest , Fat her de Blot , who has 
also  undertaken ext ens ive work in relat ion to the families 
o f  polit ical prisoners . 
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t radit ional cul ture and soc ial st ruc t ure o f fers some real 
po ssib ility of pioneering alternat ives to orthodox st rat egies 
of developmen t . 

Aust ral ian Volunt eers Abroad (AVA) 

This relatively small p rogram has had an impact on 
Aust ral ia-Indonesia relat ions over the past  twenty-five years 
out o f  all proportion to it s s iz e .  Usually only five or  ten 
volunteers are in Indones ia at a t ime . While the part icular 
skills which they bring no doub t  seem ins ignificant in terms 
of Indones ia ' s  total needs , the impo rt ance of the volunt eers 
lies in the lines of communi cat ion which many of them have 
es tab lished , part i cularly in spreading Indones ian language 
and culture through the Austral ian educat ion sy stem and in 
academic fields such as history , pol it ics and economics . 
They have also in fluen ced indirect ly the general cl imat e o f  
thinking about development issues part icularly among volun t ary 
agencies with whom they have structural links . 

The forerunner of Australian Volun teers Abroad , formed 
in 1964 , was the Indonesian Volunt eer Graduate S cheme which 
had been pioneered in the early 1950s . ll The bas ic concept , 
which emerged from an Int ernat ional S tudent Christ ian Movement 
Conferen ce in Bombay in 1949 , is that Australians possessin g  
specific skills and qual ificat ion s  should be employed by 
Indones ian government or volunt ary agencies at local rates 
o f  pay and condit ions . While it is not assumed that this 
will be suffic ient to  b reak down cultural barriers , it is 
intended at least to  narrow the gap . The marked difference 
in lifestyle o f  volunteers compared with most other Aust ralian 
expat riates has done much to colour their views o f  foreign 
aid and investment and caused many volunteers to advocate 
more socially , if not polit ically radical philosophies o f  
development . 

I t  is int ended that volunteers , by wo rking under Indo
nesian condition s ,  should gain a more realist ic insight int o  
problems of  applyin g  western skills at grassroots level . 
From such experien ce it has been seen that western scientist s , 
technicians and o th er profess ional people as sume the exis t en ce 
o f  a whole technolo gical and administ rat ive in frast ructure 
to supp o rt their area of s pecializ at ion , which simply does 

11 For an account of the early y ears in this scheme see 
Southall (1965 ) . 
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not exist in mo st o f  the s it uat ions  in which volunteers work . 
They mus t therefo re b ecome very versatile , adapt ing and 
simplifying uses for their skills , while learn ing many new 
ones . 

Currently ,  the emphas is is on promo t in g  agricult ural , 
technical and other vocat ional skills , volun teers being p laced 
at relevant t raining institut ions . There has also b een a 
regular flow of English teachers to Indonesian univers it ies . 
In recent years they have b een linked to the English language 
up grading p rogram which fo rms part of  the Aus tralian As ian 
University Co-op erat ion Scheme (AAUCS)  (Angel , 1 9 7 1 ) . 

Desp ite  their s kill and versat ility , volun teers have 
tended t o  b e  younger and therefore less well established in 
their careers than th e Indonesian authori t ies would wish.  
Otherwise the scheme s t ill seems well accept ed , though the 
rising status and living standards of many lo cal white-collar 
and pro fess ional classes is creat in g  an in creasing social gap 
between young volunt eers and their  Indones ian counterparts , 
making it neces sary for AVA to pay higher salar ie s  to att ract 
mo re senior p rofess ionals and tradesmen . 

Aus tralian Council o f  Churches 

Aust ral ian Council of Churches '  (ACC ) as sistance to 
Indonesia is channelled either through the World Council o f  
Churches ' (WCC) Head Office in Geneva or  through its sub s idiary 
organization , the Regional Christ ian Con feren ce of As ia,  to 
the Indon es ian Council of Churches (DGI) . 12 It is therefore 
hard to iden t ify specific Aust ral ian-assisted proj ects or DGI 
proj ect s , since mo st activit ies are run by local churches or 
specialized Inst i tutes . DGI sponsors a wide range o f  programs . 
While some s chemes seem to be soundly conceived , others , such 
as the p rovis ion of low-cost hous ing in Jakart a ,  which seem 
des igned mo stly to as sist middle-class groups , including DGI 
st aff , are of  more doubtful value . 

ACC ' s  efforts to  define goals of  development have become 
entangled with an in creasingly complex theolo gical debate 
over j ust ice , equality ,  self-reliance and so forth . Some 
basis for con fli ct exis t s  b etween the wee and Indonesia in 
the radical social and polit ical ideas express ed at the WCC ' s  

12
rndonesian t itle is Dewan Gerej a-Gerej a Indones ia .  
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internat ional as semb ly in Nairob i in 19 75 (WCC , 19 7 5 ) . Also , 
its  offi cial adop t ion o f  Paolo Freire ' s  educat ional s t rategy 
of ' conscien tization ' ( Freire , 1 9 7 2 a  and b )  and as sistance to 
his Institute  for Cult ural Action , which is on Indones ia ' s  
l i st of  banned foreign organiz at ions , could lead to frict ion 
unles s this app roach is watered down con siderably . This in 
fact appears to have happened in the program operat ed by the 
DGI ' s  ' Development Cen tre ' for train ing ' mo t ivators ' and 
ext ens ion workers at village level . ( The concep t  o f  ' mot ivator '  
appears t o  b e  similar to that o f  ' change agent ' in Freedom 
from Hunger spon sored programs . )  The terms ' development ' 
and ' liberat ion ' are given obs cure theological meanings in 
the churches ' o fficial literature , while their implementat ion 
is s carcely exp lained . Thus development educat ion involves 

the cont ribut ion o f  the churches in the ongoing 
developmen t debate within the nat ion ; this in cludes 
dialogue with government planners � with represen t
at ives o f  other religious groups , with un ivers ity 
circles , with youth groups , pub licat ions , studies , 
etc . Seminars are also p lanned with key persons 
in developmen t operations , in order to assess new 
methods for rural developmen t t o  establish new 
forms of cooperat ion b etween church groups , 
government officials and people o f  o ther faiths 
(WCC , 19 7 6 : 24-8) . 

Such p ro grams can b e  int erpreted and implemented in 
conservat ive ways , allowing the Indones ian governmen t to 
impor t large doses of  i ts own st andard rhetoric about the 
need to develop app ropriate ' men tal att itudes ' . 13 Also ,  the 
relat ively middle-class social orien tat ion of Indonesian 
Christ ian leadership at this stage makes a genuine grassroots 
program ext remely hard to conceive and implement .  On the 
o ther hand , such soci al groups app ear mildly res t less and in 
a general s ense re flect the type o f  discontents express ed in 
the Jakarta demonst rat ions in January 1 9 7 4 . 

Some conflict occurred between the Aus tral ian and Indo
nesian delegat ions at the Nairob i conferen ce of the World 
Council of Churches in 19 75 as a result of  alleged Aust ralian 
hos tility t owards Indonesia in relat ion to Timar . Attempt s 
were made to reach acconnnodation b etween ACC and DGI repres
entat ives at a conference in Jakarta in De cember 19 7 6 , but 

13 ' Kami harus waspada 
nasion al ' et c .  

meningkat s ikap mental . . . ketahanan 
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resulted only in an agreemen t to disagree . While Indonesian 
Christ ian leaders may have amb ivalent domest ic polit ical 
at t it ude s , it  is certainly embarras s ing to them for Aus tralia 
and Indonesia to clash openly at the diplomatic level . In 
such circumstan ces they will feel bound to adopt a common 
nat ionalis t ic front alongs ide their governmen t .  This will 
prob ably reinforce cons ervat ive tendencies in ternally and 
lead to more formalis t i c , diplomat i cally conceived j o int 
programs with overseas churches . 14 

Freedom from Hun ger /Act ion fo r Development 

Agri cultural proj ects  supported by Freedom from Hunger/ 
Act ion for Developmen t (FFH/AD) l5 in clude fert ilizer appli
cat ion and ext ens ion proj ect s in Central and East Java , 
pas t ure development for lives tock , poul t ry ,  bee-keeping and 
orchard proj ects and a nutrit ion pro gram in the Gunung Kidul , 
a chron ic malnut rit ion area southeast o f  Jogyakarta . They 
have also  supported populat ion control and educat ion programs 
through the Indones ian Planned Parenthood Associat ion , which 
receives substant ial funds from the Wo rld Health Organisat ion , 
and the Populat ion Institute , GMU , Jo gyakart a .  

FFH Aus tralia has in recent years ext ended i t s  ideas 
we ll beyond it s ori ginal con ce rn with food and nut rit ion into 
wide-ranging effor t s  to  implement the ideal s o f  sel f-help and 
human developmen t di scussed earlier . Great er emphasis is 
now placed on development educat ion in Aust ral ia , reflec t ing 
an in ternat ional t rend within FAO and related UN bodies . 1 6  

14
0ne suggestion f o r  enhancing ' mut ual co-operat ion ' 
(kerjasama ) is that Indonesian Christ ians be invited to 
conduct evangelis t ic mis sions among ab origines in Aust ral ia .  
Although unexcept ionable on general Chris t ian grounds , 
linguist ically and culturally such a propo sal makes lit t le 
sense . It would also transgress ACC ' s  own criteria s t ressing 
community self-definit ion o f  developmen t goals , unless 
part icular aborigines pos it ively requested evangelizat ion 
by Indonesian missionaries . 

15
Data in this s ect ion obtained from FFH/AD sources . In 1 9 7 0  
nat ional Free dom f rom Hlfilger group s  we re renamed Ac t ion 
fo r Developmen t .  

16 see , for examp le , FAO j ournals Ceres : (The FAO Review) and 
Action for Deve lopmen t ,  also Deve lopment Di lemma , produced 
by FFH/AD .  
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FAO places cons iderable hopes on it s recently est ablished 
Indonesian Nat ional Change Agen t Train ing Programme . 1 7  This 
fo rms part of  the Asian Regional Change Agent Programme , in 
which nine village-level developmen t workers from Indones ia , 
Malaysia ,  Philippines and Thailand formed a s tudy-t raining 
team during 1 9 7 6 , vis ited each other ' s  field programs and 
shared experi ences with other group s engaged in community 
developmen t work . It  was hoped that as a result such develop
ment workers , des ignat ed as ' chan ge agents ' , would unders tand 
and define their own role mo re clearly . Subsequently , a 
follow-up program was es t abl ished for Indonesia .  Although 
con ceived as a t raining program, it seems that a maj or  aim 
is to achieve greater co-ordin at ion between the numerous 
government and non-government organizat ions working in this 
fiel d .  According to offi cial guidelines : 

A secular ins t it ut ion in the private (non-government)  
sect or should act  as  the  execut ing agency for  the 
p ro gram. 

The ins t it ut ion must have an established rapport with 
relevant government agen cies and be able to establish 
a dialogue between di fferen t  socially , culturally and 
religiously af filiated rural development organ izat ions . 

The inst itution should have experience in innovat ing in 
methodologies for train ing rural development wo rkers . 

The part icipant s / case s tudies in the pro gram should 
represen t  both government and p rivately-sponsored rural 
development programs . 

The program should extend throughout Indonesia , no t only 
in Java and Bali . 

The program should b e  desi gned so as t o  con t inuo usly 
relat e con clusion s  and recommendat ions to the concerned 
government agencies for evaluat ion and po s s ible adopt ion 
and suppo rt through governmen t p rograms . 

Exis tin g  FFH/AD programs of ' caderizat ion ' in the Upper 
So lo River Basin ( Cent ral Java) , pesantren (Mo s l em rural 
s chool)  programs in West Java , agricultural and village 
development in the Highlands of Irian Jaya and ass istan ce to 
the ' Centre for the Development o f  Human Resources in Rural 
As ia ' are to b e  associat ed with the ' change agen t ' program,  

17
n ·  . f h '  . . b d h P . S 1scuss1on o t 1s proJ ect is ase on t e roJ ect tat emen t 
(Proj ect No . PR. 74)  issued by FAO on behalf o f  FFH/AD . 
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with a view to co-ordinating privat ely sponsored programs in 
Java and lat er in other provin ces . 

The definit ion o f  aims and methods in all these programs 
is vague and full o f  j argon , making it hard to j udge their 
likely outcome . While the government seeks to appropriat e 
ideas and skills and t o  b ring voluntary ins t it ut ions in to 
some framework of bureaucrat ic con t rol , the agencies seek 
mean s to legitimiz e their act ivit ies , while retain in g  maximum 
freedom o f  act ion . While o ften aiming t o  influence government 
policy , agencies find difficulty in handl ing new demands for 
co-ope rat ion when they are success ful . Jargon may the re fore 
be an index o f  s ensit ivity in their relat ions with the Indo
nes ian government as well as reflect ing political � t en s ions 
within the agen cies ' own domestic cons t ituencies . 1 8  

While FFH/AD n o  doubt hopes f o r  a b reakthrough towards 
some radical new style of lo cal leadership , there is also a 
serious danger that through it s efforts numerous small er 
voluntary o rgan iz at ions could b e  absorbed under government 
control . The ' change agent ' p rogram will prob ably entail 
closer integrat ion with the World Bank and the USAID , which 
has greatly increased it s ass istance to Indonesia , Thailand 
an d the Philippines s in ce 19 75 in train ing middle level 
government of ficers in the field o f  rural developmen t . The 
prob lem for its  nat ional groups is that Freedom f rom Hunger 
is no t only a grassroots o rganiz at ion , but an arm of the 
Unit ed Nat ions and the int ernat ional FAO bureaucracy . Mos t  
vo lun tary agencies , irrespect ive o f  ideology , suffer from 
the con t radic t ion of plann ing at the top level to act ivate 
the ' grassroot s ' , but FFH/AD exp erien ces this dilennna p erhaps 
mo re acutely than most . 

Foster  Paren ts ' Plan 

No t all agencies share the ACFOA philosophy o f  commun ity 
development and self-reliance , as  is illustrated in different 
ways in the case of Fos.ter Paren t s ' Plan and World Vis ion . 

The mos t  cont rovers ial feature o f  Foster Paren t s ' Plan ' s  

18 . f . . 1 d h For a sys tematic t reatment o issues invo ve ere see 
Lissner ( 19 76 ) . See also New Internationalis t  (Journal o f  
Oxfam an d  Chris t ian Aid , UK )  No . 45 ,  Nov . 1976  ( edit ion 
entitled ' The Politics of Charity : Voluntary Aid and the 
Thi rd World ' ) .  



1 3 7  

work i s  its direct ass istance t o  s pecif ic children . 19 
Critics 

argue that this approach isolates children from their families 
and the local community of which they are a part , though the 
Plan ' s  organ izers claim to operate within a framework of 
profess ional social work . 

During th e financial year ended 30 June 19 7 5 , around 
11 p er cent of to tal field costs in Indonesia were devoted 
to commun ity development act ivit ies , compared with 45 per 
cent for direct provision of cash , gif ts and medical care 
for children and families . 2 0  The Indon esian field staff 
favour the channelling o f  a much great er proportion of 
ass is t an ce to community development programs . Expat riate 
field s taff als o  seem to share this view , but overseas donors 
con t inue to insist  that their aid should be identified with 
specific children , whose families mus t write regularly to 
their benefactors in Australia as a condit ion of as sistance . 
This ent ails con s iderab le translat ion and postage cos t s  
( though in the case o f  US aid , cos ts  are reduced b y  carrying 
lett ers in the d ip lomat ic bag ! ) .  

The Plan ' s  work in Indonesia is concentrated in Bali 
and in the Jo gyakart a  region of Central Java , with special 
emphasis on the Gunung Kidul region and the city of Jo gyakarta 
itself . Over 100 Indones ian field staff are employed . In 
19 7 5 , families selected for assistance received $ 7 . 50 p er 
month in cash and supp lies in the city and $ 6 . 50 outside . 
Proj ect s suppor ted in clude provis ion o f  well s , drainage and 
sewerage sys tems , communal bath houses and toilets in kampung 
areas (of ten unused or unusable) . Clos e  contact is maintained 
with other voluntary agencies such as YAKKUM and YIS from 
which the Dana Sehat concept has b een taken up . Thes e con
tacts st rengthen trends in favour of a community development 
approach .  

This exampl e  reflect s the broader problem o f  balancin g  
the emot ional n eeds of  many voluntary activist s  in west ern 
count ries for some p ersonal identif icat ion with tho se who 
receive aid against concrete lo cal needs at the receiving 
end . While Fos t er Paren t s ' P lan leans too heavily in the 
first direct ion fo r many crit ics , the prob lem nonetheless  

19
This s ect ion is based on  data supplied by Fos t er Parents '  
Plan and int erviews with field s taff in Jo gyakart a .  

2 0
see Plan Diges t ,  Fo ster Parents ' Plan of Aust ralia , P . O .  
Box 455 , South Melbourne , Victoria , Dec . 19 75 , pp . 10-11 . 
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exis t s  in one form or  ano ther with all types o f  aid . The 
difficul ty is to devise approaches whi ch channel emot ional 
energies at the donor end as construct ively an d realist ically 
as pos s ible . 

World Vis ion 

Wo rld Vis ion (WV) is heavily oriented towards sponsorship 
of individual children and families . However , unlike Fo s t er 
Parents ' Plan , the explicit link be tween aid and evangelism 
in WV ' s  wo rk is a constant bone of content ion within ACFOA. 
WV exp lains its role as 

a ministry t o  total need - phys ical , spiritual , 
emo t ional . Nat ionals of  the child ' s  own cul ture 
pres en t  Chris tianity both by example and teaching . 
It is an in t egrat ed and natural part of  the 
program. In no sense is Christian p ro fes s ion a 
condit ion o f  receiving aid . Youn gsters are 
helped on the basis of need . 2 1  

Another statement indicates that a child has eight bas ic 
needs : the first seven are fresh wat er , a decen t  place to 
live , educat ion , good food and clothing , health care , so cial 
wel fare , protect ion at work . Finally , in terms of ' Helpin g  
the Whole Child ' i t  is  stat ed that 

Wo rld Vision gives help to people of any and 
every religion , but we believe that they should 
be given the oppo rtunity hear about Jesus , to 
understand His claims to be God and to know o f  
His desire t o  include them in His kingdom ( ib id . ) .  

Allegat ions are made from t ime to t ime that p arents  of  child
ren sponsored for as s is t ance must agree to their receiving 
Chris t ian educat ion as  a con dit ion o f  as sistance , though 
published evidence is not availab le on this poin t . 

Christ ians o f  all kinds are deeply divided about how 
far the churches should b e  involved in polit ical and social 
issues compared with mo re ' spiritual ' and evangelistic 
concerns . World Vis ion c ould reply with some j us t i ce to 
crit ics both ins ide and outside the churches that they are 

2 1
' Is there Room in Your Family for One More ? ' ,  World Vision 
Childcare , Melbourne , 1 9 75 . 
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at l eas t respondin g ,  though perhaps belat edly , to demands 
that Christ ians should be involved in the mat erial needs of 
the world ' s  poo r .  While efforts should be made to achieve 
some effect ive dis t inct ion b etween aid programs and evangelism ,  
crit ics of  any kind of evangelism are in effect opposing the 
free int ernat ional flow of ideas as even a notionally des ir
able goal . The exchange o f  religious or other ideas b etween 
' West ' and ' East ' is no longer by any means a one-way t raffic . 

A good  part  of  World Vis ion ' s  cont roversial image seems 
due to its  style . The organizat ion is certainly dynamic ,  
but it s literature is often s triden t . 2 2  Also ,  although a 
memb er o f  ACFOA, World Vis ion has developed the habit o f  
conducting it s maj or appeal for funds one month before the 
annual Aust care-Freedom from Hunger door-knock - tradit ionally 
a combined ACFOA effort . I t s  suc cesses in fund-raising 
arouse cons iderable resentment as  a res ult . 

In Indones ia , World Vision claimed in 1 9 7 6  to be spon
soring some 12 , 500 children in 147  homes . 2 3  For this purpo s e , 
fourteen social workers weie employed - a far lower ratio 
compared with Fo ster Paren ts ' Plan . It  also supports pro
grams in such diverse fields as rice and vegetab le cult ivat ion , 
irrigat ion , pigs and l ives tock ,  nutrit ion and homemaking 
training for mo thers , heal th and welfare . ' Survival kit s ' 
o f  mat erials such as basic kit chen utensils , nail s , bucket s ,  
ropes , blankets ,  mo squit o  net , hoe and palm that ch for roo f  
repairs have b een provided t o  transmigrating families while 
a b as i c  emergency kit was provided to some 18 , 000 families 
followin g  floods in East Java in 19 75 . In general , Wo rld 
Vis ion argues publicly in support of goals of  aid and develop
ment convent ionally accep ted before the ' new wave ' o f  develop
ment educat ion in the early 19 70s . 

Ass is tance is channelled exclusively through local 
church groups . Wo rld Vis ion be gan work in Indones ia in 1961 , 
p ioneered by the Reverend Heini Germann-Eddey and sponsored 

2 2  
As an examp le ,  t h e  pamphlet World Vision , April 19 76 , 
explain ing the concept o f  the ' Love Loaf ' , which draws on 
an interpretat ion of the miracle o f  the feeding o f  the five 
thousand , be gins with a headline : ' Mr Muj ib Khan and his 
FAMILY OF S IX would like to eat THE S CRAPS FROM UNDER YOUR 
TABLE at your earlies t convenien ce . '  

23
world Vision Sources . 
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by Wo rld Evangelisat ion Crusades . Headquarters were estab
lished in Malang , Eas t  Java , whose Bible Inst itute has b een 
an im�o rt ant centre fo r evangelism of a more fundamentalist 
kind . 4 

Finally , World Vis ion played an act ive role in ass is t ing 
re fugees from Eas t Timar in 19 75 . To dat e ,  no o ther Aus tralian 
aid agency has been allowed to operate in any part of  Tima r ,  
owing to the support o f  many ACFOA memb ers f o r  the Fret ilin 
cause . By cont rast , World Vis ion is act ive in West Timar 
and is in a s t ron g pos i t ion to gain early ent ry to the fo rmer 
Portuguese territ ory if and when the Indonesian authorities 
cons ider they have es t ablished adequate territorial con t rol . 

The polit ics o f  voluntary aid in Indonesia 

This summary has shown the wide range of programs and 
op erat ing styles of  Australian NGOs in Indonesia , which are 
in turn linked to a complex int ernat ional network . In this 
context , enormous dif f icult ies are encountered in mat chin g  
ext ernal assistance with lo cal resources , skills and adminis
trat ive procedures , though such an environmen t can also prove 
s t imulatin g ,  j udging by the enthusiasm and persistence of 
mos t  Indonesians and foreigners who work in this field . 

Regulations under which non-government agencies operate 
have t ightened in recent years and their applicat ion has 
become increas ingly uncertain . The governmen t ' s  app roach 
seems ambivalen t .  On the one hand it welcomes ext ernal 
as s is t ance , on the other it dis courages rival programs from 
developin g  outs ide its  cont rol . While recogniz ing that over
seas agencies can o f ten in fluence importan t  areas o f  public 
opinion in the wes t ,  they are also anxious ab out the possible 
dist urb in g influence o f  foreigners ' wandering around ' ,  
especially in vil l ages . Foreign res ident s  working short or  
long term in Indon esia must obt ain s ponsorhs ip from the 
relevant local ins t itut ions  and government authorit ies . Rules 
relat ing to registrat ion o f  res idence and movement are equally 
tight both for foreigners  and Indonesians . 

24
Fo r an in t e re s t ing , though highly coloured account o f  
spiritual and evangelis t ic t rends against a t urbulent 
polit ical background in the early y ears o f  the Suharto 
gove rnmen t ,  see Koch (c . 19 70) . This book had a remarkable 
influence on percept ions of Indones ia in evangelical 
Christ ian quarters in western countries . 
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All ext eTilal ass istance mus t operat e within the frame
work o f  the 1 9 7 3  Regulation goveTiling Overs eas Co-operat ion 
and Technical Ass istance , is s ued by the Min ister for Home 
Affairs ( Dalam Negeri) , Lieut . General Amir Machmud , in 
Sept ember 19 7 3 . 2 5  Government b ilateral as sistance and 
assistan ce from Unit ed Nat ions agencies are covered by 
general agreemen ts with the relevant department plus the 
Department of Fo reign Affairs . Non-goveTilment agencies must 
sign agreemen ts  covering general obj ect ives and operat ing 
procedures with relevan t dep artments . All p roj ect s must  be 
report ed and in theory cleared by a sp ecial Co-ordinat ing 
Cormnit tee within the Cab inet Secretariat represen t ing key 
department s .  

On the ground the s ituat ion is far more complex , requiring 
some understanding of the relat ionship b etween national and 
local level s of  goveTilmen t . On p . 142 is a diagram out l in in g  
the standard chain o f  cormnand within the Department o f  Home 
Af fairs . A parallel , but not precisely s imilar chain of 
territorial command operates for the military , police and 
security forces . 

An importan t  feature of the Suharto period has been the 
eros ion o f  tradit ional village aut onomy . This has occurred 
in two main ways - through the subordinat ion of the village 
head to higher levels of  governmen t ,  and in many cases the 
rep lacement of  older vil lage heads by young graduat es or 
military men , and througi constant expansion of tasks assigned 
to the t radit ional village admin ist rat ion , with consequent 
need for ass is t ance an d supervis ion by outs ide technical 
personnel . The near total ban on politi cal parties operat ing 
below kabupaten level between elect ion s ( according to the 
theory o f  the ' float ing mas s ' usually att ribut ed to General 
Ali Murtopo ) has had the effect of makin g the bureaucracy , 
especially the Dalam Negeri structure des cribed on p . 142 , the 
only channel through which wishes and needs of villagers 
have any hope o f  bein g t ransmitt ed to higher level s of 
goveTilmen t . In the course of time ,  the village sys tem may 
reas sert it s st ren gth in some modeTilized fo rm.  Already there 
appears to b e  a policy of greater devo lut ion of decision
making to kabupat ens in the form of planning unit s to mirro r 
tho se at provin cial level . However , the weight o f  personnel 
and expertise is  st ill concen trated at higher levels o f  

2 5
Peraturan Tentang Kerjasama Dan Bantuan Tehnik Luar Nege ri ,  
Ditetapkan di Jakart a  Pada t gl .  7 Sep t . 19 7 3 , Men teri Dalam 
Negeri , Amir Machmud . 
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Minister o f  the Interior 
( Dalam Negeri)  

I 
Provin cial Governor 

I 
Bupat i -

Head of Kabupat en 
Walikota - ( Region o r  District ) 

Head of Kata Madya 
( City) 

Camat -
Head o f  Kecamatan 

I ( sub-dist rict ) 

a Kepala Desa -
(Head of the village ) 

a Nomenclature varies in di fferen t  parts  o f  Indones ia - e . g .  
Lurah in Java . 

Note : Cit ies fo llow the same lower level sub divis ions as 
other region s . In some areas an authority comp risin g  
several s ub-dist ricts  exis t s  immediately below the 
kabupat en level , known as a kewadanacm . 

governmen t , leavin g the villages unable to come to grips 
with the diversity of  demands pres sing in on them . 

Non-governmen t agen cies , whether or not supported from 
overseas , developed the ir basic operat in g styles during the 
Sukarno p eriod , when villages enj oyed a great er measure o f  
aut onomy , and relat ionship s  with government authorit ies 
could b e  developed on a far mo re ad hoe and personalized 
bas is than is now po ssible . Furthermore , the relat ive lack 
of gove rnmen t programs in mo st f ields gave non-government 
agencies greater scope for operat ion . Sin ce part of  their 
philosophy has cons is ted of  playing a cat alyst role in 
s t imulat ing development , voluntary agencies are in many ways 
vict ims of their own succes s .  While ideas o f  community 
parti cipation and sel f-reliance are incompat ible with undue 
government control , mo s t  volun t ary programs cannot be sus
tained above a minimum level without supporting government 
expenditures . The key quest ion at this st age therefo re is 
wh ethe r governmen t and non-government agencies can work 
together so that the volun tary sector does not simply become 
an arm o f  government and so that lo cal people st ill have a 
chance to make some real contribut ion . 
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The 19 7 3  Regulations specify that lo cal authorities or  
non-government inst itut ion s  (Badan Sos ial ) receiving o ffers 
of  overseas ass is t an ce must report this fact to the Min is t er 
for Home Affairs via the Provincial government . The Min is t er 
in turn directs requests  to the Cab inet Co-ordinating Com
mi tt ee ( Sekret ariat Kab inet ) ,  which desi gnates the relevant 
government ins trumentality as Proj ect Authority . Often 
authority is delegat ed t o  provincial government s  and event
ually down to the lo cal autho rity which made the in it ial 
request . 

Fo rtunately , these regulat ions are rarely app lied in 
their full rigo ur or all act ivity would grind to a halt . 
Some agen cies , such as Save the Children Fund , which supports 
a vo cat ional t raining centre at Jombang (East Java) , 2 6  and 
Proj ect Con cern Australia which has b een operat in g  a commun ity 
health complex at Mengwi (Bali) , have effect ively merged 
their programs with those of the governmen t .  However , others , 
espe cially tho se wi th more radical social philosophies , have 
fo und the differen ce in outlook st ill t oo great and the pros
pects  of  achieving basic  goals too slim to accept the loss 
of autonomy which such a way o f  working would en tail . Mo re 
cumb ersome arrangement s  are s t ill possible , as can be illus
trated from the experien ce of CAA/OXFAM. 

Based on agreement s s igned with the Departmen t s  o f  Foreign 
A ffairs ( Octob er 19 7 2 )  and Internal Affairs (March 1 9 7 3) , an 
agreement was drawn up with the Department o f  So cial Af fairs 
( Depsos ) in 19 74 , 2 7  which provided the formal basis o f  ope r
at ion , though in pract ice leaving considerable scope for 
improvis at ion as to detail . A crucial role is played by a 
Bupat i in encouraging or discouraging a proj ect applicat ion 
and in clearin g  l ines with higher authorit ies . CAA/OXFAM 
could st ill send funds direct ly t o  the proj ect , providing 
Depsos was no t i fied . The Proj ect Authority was ac countable 
to CAA/OXFAM, Depsos and ,  according to the 19 7 3  regulat ions , 
Dalam Negeri . In pract i ce report s and account s were sent via 
the Bupat i .  In the cas e  of it s Train ing S chool at Bandun g ,  
Depsos ins i st ed in 19 75 that funds be sent via the Department 
rather than direct to the S chool as p reviously . Wh ere funds 
were paid directly t o  any level of government , this was 
usually done at a pub l ic ceremony to provide some meas ure o f  
safeguard . In general these arrangements  h e l d  good though 

2 6This program has also been funded from AIJAA/ADAB so · 1rces . 
2 7  

CAA/ OXFAM sources . 
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skirmishes occur red from t ime to t ime , dependin g  on the 
nature of the proj ect an d at t itudes of lo cal authorit ies . 

The 19 72 Agreement with Fore ign Affairs des ignated both 
Dalam Negeri and Dep sos as Indon esian counterpart agen cies . 
Howeve r ,  this represented little mo re than a t oken ges t ure 
towards inter-departmen tal harmony . By 19 7 1 , Dalam Negeri 
had taken over all connnunity development programs from 
Dep sos in rural areas . During the Sukarno years Dep sos had 
en couraged the establishment o f  village developmen t in s t itu
t ion s (Lemb aga Sos ial Desa) , parallel to but by no mean s 
id entical with the vill age adminis t rat ive hierarchy . Despite  
much rhetoric , the LSDs in so�e cases did  achieve s ignifi can t  
levels o f  popular part icipat ion . In 19 71 , Dalam Ne geri 
placed them under the control of the village administ rat ion 
and so under it s own d irect control . Lack of experien ce by 
Dalam Negeri , together with a more authoritarian and hier
archi cally st ructured view of conrrnunity development , have 
effect ively killed the L SDs as pot en t ial agents  for so cial 
change . The only significan t  work ret ained by Dep sos in 
rural areas relates  to t rain in g of social wo rkers and it s 
emphas is has con sequently shifted to more l imited concepts  
o f  'welfare ' and ' rehabilitat ion ' .  

These changes caused con siderab le difficult ies fo r 
several inst itut ion s receivin g funds from CAA , such as YAK.KUM, 
YIS and the Inst itut e  fo r So cial Development ( IPM) , Mal ang 
(Eas t Java) , which fo r many years had worked in a close 
relat ionship with Depsos .  IPM' s p rograms were in fact 
curtailed in 1 9 7 1  as a res ult of direct intervent ion by Lieut . 
General Amir Machmud . 2 8  It seems that Dalam Negeri official s 
regarded the personalized , and apparently uns truc tured 
approach to village development adop ted in training programs 
as subvers ive and were par t icularly suspicious of the Ins tit-

Z 8IPM provides in tens ive 4-year t raining cours es , with st udents  
spending half  of  each y ear in one village with which they 
be come fami liar in depth . St udy of village administ rat ion 
also fo rms an important part of the course ( Janssen ,  19 7 1 ) . 
It appears from the fo reword to the p ublicat ion cit ed , by 
the Min is t er fo r Sod.al Af fairs , Dr A . H .  Tambunan S . H . , 
that clo s e  sympathy and shared obj ect ives existed between 
Depsos and IPM Malang .  Up to 1 9 71 the Ins t it ut e  al s o  ran 
short courses fo r government officers and o ther interes t ed 
groups , but Dalam Negeri apparently chan ged it s policy after 
some o f  its o fficers , disliking it s emphasis , withdrew from 
a course aft er two days . 
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tute ' s  Rektor ,  Dr Jannsen , a J esuit priest who had lived for 
many years in Indones ia . 

The so-called Suburi affair in 19 7 1  was cited as a 
paradigm case o f  cultural inep t itude and ins ensitivity by 
foreigners and used as a blanket pretext for tightening reg
ulations agains t overs eas personnel workking in rural areas . 
An American res earch ins titut ion had conduc ted a su!vey of 
village opinion using random sampling techniques . Pres ident 
Suharto ' s  name was p laced third in the list o f  cho ices 
offered to respondents , but despite the President ' s  success 
in this mini popularity poll a great furore en sued . The 
fact that this survey had b een con ducted under the sponsorship 
of BAK.IN , one o f  Indonesia ' s nat ional intelligen ce agencies , 
did not suffice as an excuse . The i ssue was p rob ably linked 
to inter-depar tment al conflict b etween Dalam Negeri and 
Depsos di scussed above . 19 7 1  was also an elect ion y ear in 
which Dalam Negeri , in conj unction with the military , exer
cised heavy-han ded cont rol in rural areas (K . Ward , 19 7 4 ) . 

During 19 72 a pro gram covering some seven ty villages 
in the poor  and dry Gunung Kidul region of South Central 
Java was cancelled by o rder o f  the Minister . This program 
had b een init i at ed by the Indones ian sect ion o f  the World 
Assembly of Youth (WAY)  with assistance from World Un iver s ity  
Service (WUS ) ,  UNI CEF and Freedom from Hunger , Aust ral ia .  
I t  appears that the government disapproved o f  the emphas is 
on ' con sciousness-raising ' and lo cal part icipat ion and the 
extensive movemen t o f  out siders into villages en t ailed by 
this program. Interest in gly , by 1 9 74 WAY Indonesia , with 
the support of the Foreign Min ister , Adam Malik , was making 
approaches to Freedom from Hunger to t ransmit the balan ce 
of funds to a res tructured pro gram in Gunun g  Kidul . This 
was to b e  operated under the ausp ices of  the Ind onesian 
Nat ional Youth Committee (KNP I ) , a government front organiz
at ion established wit hin the framework o f  SEKBER GOLKAR 
( Secret ariat o f  Funct ional Group s ) , coverin g  mil itary , police , 
public servants  and all legal professional , labour and 
farmers ' organiz at ions . WAY was by then alleged , as part o f  
the general fallout from Wat ergat e ,  t o  b e  operat in g a s  a CIA 
fron t in at least some countries (Agee , 1975 : 624 ) . Freedom 
from Hun ger re fused the request , though discuss ions were 
cont inued in relat ion to a similar proj ect in Eas t Java . 

During 19 7 3  and 19 74 YAK.KUM was ordered t o  rest rict it s 
activit ies in the Kabupaten o f  Sragen , adj oining Solo , where 
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it had b een operat ing several programs assist ing vill agers 
in school cons t ruction , poul t ry and goat b reeding , pasture 
programs , health services and t rain ing courses . Init ially , 
several pract ical co urses popular with women and teenagers 
were discont inued in Sumberlawing due to the disapproval of 
the Camat , although s imilar courses sponsored by the govern
ment failed t o  achieve comparab le popularity .  Later a train ing 
program for local cadres in agricultural ext ens ion work was 
ab andoned . In the neighbour ing Kecamat an o f  Gemolong the 
local authorit ies for a while accepted YAKKUM assistance in 
t raining kecamatan and vil lage officers , fo rmed in to cadres 
under government auspices . Howeve r ,  a change of Bupat i in 
19 74 brought all proj ect s and training programs in Sragen 
under direct governmen t control . 

Apart from lo cal and personal factors involved in this 
unhappy chain o f  event s ,  they do represen t  an example o f  the 
typ es of  pressure building up . In the neighbouring Kabupat en 
of Sukoharj o ,  YAKKUM seems to have maintained an emphas is on 
proj ect s  rather than on more cont roversial conununity develop
ment ideas . However , YIS decided to con cen trat e exclus ively 
on training cadres and in 19 75 were given an import ant role 
in training an d re cruit ing cadres in the Kabupat en o f  Banj arne
gara near C ilacap . I t  is intended that eventuaily Dalam 
Negeri personnel at lower and middle levels of  government 
may come to accep t  the key principles of conununi ty develop-:-
ment pioneered in YIS and YAK.KUM programs . 

Some pro spect exist s that this type o f  arrangement may 
provide a framework for co-operat ion b etween voluntary agencies 
an d  the Indones ian governmen t . However , there is un certainty 
about the at t itude of the Minister , Lieut . General Amir 
Machmud , who as a Mo slem is believed to obj ect to the Christ ian 
bas is of  support of  many agencies . He also adopt s  a st rongly 
nat ionalist outlook t owards foreign influen ces , though Depart
ment o fficials in fo rmally in s ist that he is not opposed to 
overseas agencies as such , provi ding they do not attempt t o  
' fly the flag ' in rural areas . Al so , some embarrassmen t can 
occur when a village receives more money from overseas than 
from government sources . In general , NGOs need to adopt a 
' low pro file ' and allow the government to claim the lion ' s  
share o f  credit for success ful programs . 

According to the st rategy laid down in Repelita I I ,  
kecamat ans are des ignated as Development Working Unit s ,  based 
on popul at ion den s ity  and resources in each area , with 
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responsibility for co-o rdinating village development plans .
29  

Kabupatens are to constitut e  development centres , consis t ing 
of one or more growth centres providing educat ion , health , 
market facili ties and other services , with the surrounding 
rural areas const itut ing ' hint erlands ' providing raw mater ials , 
agricultural product ion and manpower . Currently expertise 
is concentrat ed at higher levels of  government and therefore 
at a progress ively greater dis tance from specific points  o f  
need in the villages , though in 19 75 , Dalam Negeri signed 
agreements with USAID and the World Bank for training pro
vin cial (Bappemda) , kabupaten ( Bappemka) and kecamatan staf f .  

In these c ircumstances the prospects for non- governmen t 
agencies of fering expertis e to government programs is bound 
to diminish , un less government officials can b e  in fluenced 
towards a philosophy of popular participat ion in local 
development p lann ing . There is some trend in this direct ion , 
as sisted by the movement for small technology which is 
encouraging more flexib le att itudes among lo cal of ficials . 
Overall , overseas agencies have shown cons iderable flexib il ity 
in organization and cultural styles and in ensuring that 
local leadership comes to the fore . Nevertheless , their 
future prospec t s  are un certain and will depend to an importan t  
extent on their polit ical influence outside Indones ia and 
the effec t iveness of their work in the field of ' developmen t 
educat ion ' . 

Political role of NGOs in Australia : impact on Aus tralia
Indonesia relat ions 

In recen t  years an in creas ing numb er o f  NGOs have come 
to believe in the need to expand their polit ical role within 
Aus tralia and some have adopted fairly radical posit ions . 
Up to the middle or late  1 9 60s NGOs p itched their efforts 
primarily at a humanitarian level , making Aus tralians aware 
of their af fluence and the need to share some of their weal th , 
supported by a series o f  quas i-polit ical campaigns to increase 
the level of  Aus tralian government aid . Although such efforts 
have remain ed part of the agencies ' st ock in trade , the power 
s t ructures and li fe- s tyles of we s t ern society have increas ingly 
come to b e  seen as the fundament al cause of under-developmen t . 

29 
Rural Deve lopment in Indonesia , En gl ish language document 
pub lished by the Directorat e General of Rura l Deve lopment , 
Department o f  Home Af fairs , Republic o f  Indonesia ( undat ed , 
c .  19 75 ) ind icates the Departmen t ' s  vi ew o f  i t s  ro le in 
rural development s t rategy . See also Ibrahim : 1 9 7 6 . 
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This has led to a sharper quest ioning of the value o f  aid , 
although this has only had a limit ed imp act on NGOs ' overseas 
programs . 

During the early years o f  the Suharto government , the 
volWltary aid fraternity followed a line towards Indonesia 
in many re spects s imilar to that o f  the Australian governmen t ,  
welcoming the adven t of an apparently more moderate and 
pragmatic government who se prime concern lay with promo t ing 
economic deve lopmen t . As a resul t  th ere was a rapid expans ion 
of volWltary aid to Indonesia after 1966 . Dif ferences o f  
polit ical viewpo int certainly existed on i ssues of  human 
right s ,  the n ature of milit ary rule and the desirability o f  
American in f luen ce on the new government , but the common 
Aust ralian view of Sukarno as havin g  ruined Indones ia ' s  
economy was largely shared by volWltary agencies . 

Several st rands of  opinion have influenced the thinkin g  
o f  NGOs in relat ion t o  Indon es ia ' s developmen t needs and 
priorit ies .  Academic specialists  have p layed a fairly influ
en tial role , b ecause popular knowledge about Indones ia is 
limit ed . From 1966 to about 19 7 1- 7 2  academi c debate in this 
field was dominated by economists , but s ince then polit ical 
aspects have come mo re to the fore . So far as the earlier 
period is con cerned it is worth contrast ing the app roaches 
of two economists  from the Australian Nat ional University , 
Professor Heinz Arndt and Dr David Penny . 30 

Arndt ' s  interests centre mainly on policy-makin g at the 
macro-level while Penny ' s  wo rk has cen tred on micro-level 
case studies . For the most  part Arnd t  has advocat ed a pat tern 
o f  growth in the classifal liberal-capitalist mould . Although 
an agricul tural economi st by training , Penny believes that 
an Wlderstanding of Indonesian culture is essen t ial to Wlder
s tanding technical and economic asp ect s . However , he is by 
no means uncrit ical of Indonesian culture . He also holds 
s t rong convict ions th at west ern methods are usually less 
relevant than local method s and th at Indonesians have a far 
better Wlderstanding of their own s ituat ion and needs than 
mos t  west erners are usually prepared to concede . 

Broadening his app roach from an init ial concern with 
identifying Protestant-ethic type values in North Sumatra 

30 
Dr Penny left the ANU in 1974 to  t ake up a pos t in the 
Department of Aboriginal Affairs . 
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among both Batak and Javanese ethnic group s (Penny and 
Singarimb un ,  19 6 7 ;  Penny , 1966 and 196 7 ) , his work culminated 
in a de tailed case study of rural poverty in a Central Java 
village in co llaborat ion with a lon g-term Indones ian co l-
league , Mas ri S ingarimbun (Penny and Singarimbun , 1 9 7 3 ) . 31  

This wo rk provided a st rong indictmen t of the inability of 
many foreigners , and urban Indonesians as well , to perceive 
or analyse the exten t o f  malnutrit ion and grinding poverty 
of all kinds in their midst . Penny ' s  view of the capacit ies 
of most Aust ralians in this regard are not much more compli
mentary . 

This approach has b een accep t able to the middle range 
of opinion in the vo lunt ary sector .  Penny has worked with 
a numb er of CAA group s  in the select ion of p roj ects , often 
act ing in a liaison capacity with colleagues in Indonesia . 
To s ome ext en t  these efforts  have b een linked t o  his interest 
in agricultural research proj ect s involving government 
as sistance di scussed in Chap ter 3 .  

In comparison with the cons iderable est eem which he 
enj oys in many b us iness and governmen t circles , Arndt has a 
more limit ed influence among voluntary aid groups . However ,  
in s o  far as conven t ional obj ect ives o f  maximiz ing Aus tralian 
government aid retain some importance in the thinking o f  
voluntary agencies , Arndt remains a s tron g  champion of such 
a position . 32 There appears to have been a poin t  in the 
late 1960s when many voluntary act ivist s  were prepared to 
support linkin g  Aus t ralian aid with investmen t in Indones ia -
a position always strongly advo cated by Arndt .  

In April 1969 , ACFOA j oined with the Aus tralian Inst itut e  
of Management ,  the Committ ee for E conomic Development o f  
Aust ralia , the Chamber of Manufactures of  New South Wales , 
the Internat ional Chamber o f  Connnerce , the Associated Chamber 
of Australia and the Overseas Development Inst itute of  
Aus t ralia in convenin g a conference involvin g  150 businessmen 
to dis cuss Aus t ralia ' s  role in promo t ing j oin t vent ures and 
investment in developing count ries o f  As ia and the Pacific 
(Aus tralian Council for Overseas Aid , 1969 ) .  Mr W .  McMahon , 
then Federal Treasurer , Mr C . S .  Krishna Moorthi , Vice-

31
Ma • S . . b . 1 D .  f h P 1 . sr1 1ngar1m un is current y 1rector o t e opu at 1on 
Inst itut e , GMU , Jogyakar ta . 

32A general argument in favour o f  increasing Aus tralian aid 
is p rovided in Arndt (19 68a) . 
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Pres ident , As ian Development Bank , and Professor Arndt were 
key speakers . The Departmen t of Trade and the Aid Divis ion 
of the Ext ernal Affairs Departmen t were officially repres ented . 

A generally negat ive at t it ude towards government aid has 
charact erized the at t itudes of Aust ralian NGOs sin ce the 
incept ion of the Colombo Plan , which in many ways reflects 
their middle-clas s social b ase (Henry , 19 70) . The assumpt ion 
that non-government programs are inheren t ly superior to those 
of the government always leaves open the possibility o f  an 
ideolo gical nexus between the volunt ary and privat e sectors . 
However ,  this line of thinking was swept as ide by a diversity  
of radical polit ical t rends in the 19 70s , based on crit ical 
quest ioning of the assumpt ions and go als underlying western 
developmen t models . 

The firs t evi den ce o f  such crit ical ideas making any 
public impact came in 19 72 with the study-cum-act ion campaign 
o f  Action fo r Wo rld Development (AWD) init iat ed by the World 
Council o f  Churches and j oin tly sponsored by the Aust ral ian 
Council of Churches and the Epis copal Con ference of Cathol i c  
Bishops . The bas ic message whi ch emerged from the campaign , 
buttressed by solid slabs o f  ' l iberation theology ' , was the 
need for j ust i ce in int ernat ional trading arrangement s  in 
order to overcome unequal interdependence o f  ' rich ' and ' poor ' 
countries . The ethnocent rism underlyin g  western thinkin g  
about developmen t was challenged , along with the assumpt ion 
that p roblems o f  Third World poverty were mainly located 
' over there ' rather than clo s e  to home (Act ion on World 
Development ,  1 9 7 2 ) . 

Parallel to the main thrust o f  Act ion for World Develop
ment efforts , a smal l research proj ect was sponsored by the 
churches via a new o rganizat ion , Internat ional Development 
Action ( IDA) , dire ct ed t oward.s Aus tralia ' s  involvement in 
Indonesia . 3�  A t eam of six Aus tralian s tudents ,  who were 
competent in the Indones idan language , spent a to tal p eriod 
of  nine months conducting inves t igat ions in Aus tralia and 
Indones ia and repor t ing on their f ind ings to Aus tralian 
s chools , universities , church group s and volun tary organiz at ions . 
In Indonesia the t eam divided their at tent ion b etween govern
ment aid , voluntary aid and Aus tralian compan ies . They also 

3 3  
L do . See n nesl-a: Aus tralia 's Invo lvement . Members o f  the 

team were Chris tine Carolan ,  David Hobby , Nicholas Hughes , 
Gre gg Landy , Kim Loughl in and Marian May . 
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looked at the populat ion quest ion and provided des cript ive 
sket ches o f  several villages . The report , which was fairly 
s implistic , nevertheless ruffled a few diplomatic feathers . 
The data presen ted by the team was never publicly challen ged . 
Although many o f  their observat ions were necessarily imp res
sionist i c ,  given the shor t t ime available and the team 1 s 
limited experien ce , react ion in Aust ralian and Indonesian 
government quarters s eemed unreasonably sharp . Indeed , 
comments  heard at the t ime about t he alleged damage to 
Aust ralia- Indones ia relat ion s ,  if  t rue , would only serve to 
illus t rate the fragile nature o f  s uch relat ion s ,  despite the 
euphoric pronouncements  h eard so o ft en in the early Suhart o  
years . In ret rospect , the amateurish b u t  polit ically well
aimed efforts of this s t ud en t  team marks the beginning o f  a 
trend among Aust ralian volunt ary act ivists  to cast doubt  on 
the ' economic miracle ' claimed in the official propaganda o f  
bo th count ries . 

The pub licat ion of Showcase State (Mortimer , 1 9 7 3 )  
st rengthened this t rend o f  thinkin g .  It also provided 
ammunit ion for a counter-at tack on the ' techno crats ' by 
' Indonesianists ' in non-economic fields , who se own framework 
o f  s cholarly work had b een severely shaken under Suharto ' s  
New Order by the shift  away from polit i cal and cultural 
con cern s  to economic anal ysis , by tight er controls over 
foreign s cholars and by severe rest ric t ions and arrest s of  
Indones ian academi cs . The close nature o f  contacts b etween 
a few Indones ianists , notably Herbert Feith ( see particularly 
Feith , 1976a and b ) , and maj or voluntary agen cies assis ted 
the promo t ion of the book ' s key con cept s .  One example o f  
i t s  influen ce ,  already men t ion ed ,  was the adop tion b y  Conmnm ity 
Aid Ab road as part o f  its  official st rategy o f  Geo ffrey 
Currey ' s  de finit ion of developmen t .  As an interesting s ide
light , CAA financed an organiz at ion called the Light Powder 
and Construct ion Wo rks (LPCW) to criticize its  own ope rat ions 
in the field of Third World developmen t and to act as a goad 
in dis cussions at bran ch level . The LPCW proj ect was led by 
Pet e r  Brit ton , who had con tributed a chapter on the Indonesian 
army to Showcase State . 

In a more general sense , cri ticism of the ' int egrat ion 
cum imitat ion ' mode l o f  development has almost b ecome an 
orthodoxy among leaders of more activist ACFOA agencies . 
This  has b een the key theme o f  development educat ion within 
Aus tralia s ince the AWD campaign in 1 9 7 2 . In this cont ext 
FFH/AD set up the Ideas ' Cen tre as a specialist unit to  
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dist ribut e  film strips and do cumen tary materials suitab le 
for s chools and community group s . ACFOA publishes Deve lopment 
Neu:s Diges t ,  while CAA act ively promo tes New Internationa lis t ,  
a lively radical magaz ine pub lished in the UK under the 
auspices of OXFAM and Christ ian Aid . 

NGOs were invo lved in s ubmissions to the Parl iamentary 
Joint Commi ttee in 19 72 , 34 whose f indings reflected many 
crit icisms of Australia ' s  aid program commonly held in the 
volunt ary sector . The Connnittee recommended a shift in 
favour of mult ilateral assistance , payment o f  lo cal as well 
as foreign exchan ge co st s and employment of lo cal resources 
and ent erpri se where po ssib le . Mo re importan tly , the debate 
which flowed from the Commit tee ' s  report opened the way for 
the removal o f  aid funct ions from direct control by the 
Department o f  Fo reign Affairs . 

ACFOA was given represent at ion on the Consult at ive 
Commit tee which was set up as part of the legislation estab
lishing the Aus t ralian Developmen t As sistance Agen cy . Sir 
John Crawford , ano ther memb er o f  the Commit t ee , who played 
an important ro le in ADAA ' s est ablishment and was a s t rong 
advo cate o f  separat ing diplomat ic from developmen t al funct ions  
in aid  administ rat ion , did  much to st rengthen in formal links 
between NGOs an d the bureaucracy . 

The consult ative machine ry  proved largely ineffect ive 
as ADAA was no t f inally established as a statutory body un til 
a few mon ths before the fall of the Whitlam government in 
lat e 1 9 75 . Under ADAB , formal consultat ion has b een confined 
almost  entirely t o  allocat in g  governmen t aid t o  NGO programs . 

NGOs face some difficult dilemmas in decidin g  whether 
t o  accept such fun ds . From the aid authorit ies ' viewpoint , 
sub s idiz ing NGOs serves the purpo se o f  relievin g the government 
o f  p ressures to shi ft their emphasis from the modern sector 
in favour o f  village level developmen t ,  fo r which it  argues 
the NGOs are b et ter equipped . An understanding has b een 
estab lished that such aid will not lead to int erferen ce in 
their programs . However , in view o f  the pressures des cribed 
earlier to integrate the agen cies ' work in Indonesia with 
government programs , Aus t ral ian aid authorities will feel a 
st rong diplomat i c  obligat ion to ens ure that they conform with 
Indonesia ' s  wishes . 
34Report from the Joint Commi ttee on Foreign Affairs on 

Aus tra lia 's Foreign Aid,  19 73 . 
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NGOs ' at t it udes towards government a i d  have always b een 
amb ivalent , in that they cont inuo usly lobby for more aid 
while being st rongly critical of the type of  aid provided . 
Complaints are coIIllllonly dire cted against aid t ied to Aus
tralian expo rt s ,  its political and o ften mil it ary orien tation 
and its  alleged failure t o  ' reach the people ' .  (A survey 
of at titudes t owards aid t o  Indon esia by CAA branches in 
19 72 is provided in Appendix VI , which con trasts  sharply 
with at t itudes of Aus t ralian companies , indicat ed in Appendix 
I II . ) 

It  seems surp rising that NGOs should have remained 
consis ten t  and articulate lobbyis t s  for in creas ing or at 
least maint ain ing the level o f  o f ficial aid . Even after the 
19 72  AWD Campaign , which had been f iercely crit ical of every 
aspect o f  the Aus tralian aid p rogram,  the one specific demand 
on which all p arties could agree was to lobby polit icians 
to increase Aust ralia ' s aid budget . The affiliation o f  many 
NGOs to UN bodies no doub t  ob liges them to press fo r Aus t ralia 
to achieve the official UNDP target o f  0 . 7 per cen t  o f  Gros s  
Nat ional Product . Yet thi s emphasis on quan t it ative goals 
almost  certainly negat es precisely those qual itat ive aspects 
which NGOs stress in their own programs . Once an aid budget 
has b een set , administ rato rs look for p roj ect s  on which t o  
spend ftmds . It  is  both quicker and more convenien t  adminis
t rat ively to select a few public ut ilit ies for this purpo se 
than to seek out a large number of small-s cale programs 
involving , to  the o fficial mind , nebulous ideas about partici
pat ion and so forth . In theory , NGOs can argue that no 
con tradict ion is  involved in pressing both for more and 
bet t er quality aid . However , in pract ical polit ical and 
public relat ions t erms they p roj ect an ext remely confused 
mess age . 

At the t ime of the Timo r  crisis and for a y ear or two 
afterwards the NGOs were able s igni fican tly to affect the 
climat e of official relat ions between Aust ralia and Indonesia . 
In lat e 19 75 ACFOA co-operated with trade tm ion and o ther 
group s  in s ending a b arge carrying supplies t o  East Timo r .  
They also sen t  a task fo rce which recoIIllllended extensive 
assistance and the recognit ion of Fret ilin as the le git imate 
government of an independent st ate ( Timor Task Force , 19 75 ) . 
ACFOA b ro ught s t ron g pressure on the Australian government 
to support re-en t ry of the In ternat ional Red Cro ss to East 
Timor and expressed s t rong opposition when $2 5 0 , 000 worth of 
official aid was channelled to that territ ory via the 
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Indonesian Red Cross - a move which was generally accepted 
as represen t ing t acit  recognit ion o f  Indonesian sovereighty . 
They also  funded th e vis it of Mr James Dunn , a former consul 
in Dill i , to  Portugal wh ere he collected evidence alleging 
Indones ian at ro cities in Timor . This was subsequently 
presented to the US House o f  Rep resen tat ives Sub-commit tee 
on Int ern at ional Relat ions  and caused considerable diplomat i c  
tens ions between Aust ralia and Indonesia . 

As a result o f  Indonesia ' s  act ions  in East Timor , 
coup led with the obst ructions encountered in sending non
governmen t humanitarian aid the re , several agencie s  j o ined 
other connnunity groups at a conference in August 1 9 7 6  in 
calling fo r an end to all aid to Indones ia , claimin g that it s 
effect was t o  rein fo rce an \inj ust syst em ' . It appears , 
however , that ACFOA ' s approach has been to urge a reduct ion 
in Indones ia ' s  share o f  Austral ian aid and a diversificat ion 
to o ther countrie s . Although the promise o f  $86m.  aid 
announced by Mr Peaco ck in Jakarta in April 19 76 en countered 
s t rong opposition , evidence from Table 1 { p . 32 )  indicates 
that aid to Indon esia had by then in any case reached a 
plateau in both p ercent age and real terms . 

At t it udes to the Eas t  Timor con flict have undoubt edly 
damaged ACFOA ' s standing with the Indonesian governmen t and 
many o f  their as so ciates ins i de that coun t ry ,  and further 
highlight the diffi cult ies of reconcilin g  politically oriented 
' developmen t educat ion ' p rograms within Aust ralia with the 
cautious s tyles o f  operat ion neces sary in Indonesia . In 
this context , serious tens ions have arisen b e tween radical 
and conservative agencies , with the Aust ralian Red Cros s  
Society withdrawin g from ACFOA in pro t es t  against polit ical 
involvement over Timor . Within the individual agen cie s , 
rank and file memb ers usually prove more conservat ive than 
their executives . It should also  be remembered that ACFOA ' s  
more radical suppo rters were subj e ct to  constant att ack by 
right wing polit icians in Australia for their stand on Timor 
(Viviani ,  19 78) . 

It  would nevertheless be wrong t o  regard the o fficial 
aims of even the most radical NGOs as in any way revolutionary . 
Marxis t s  certainly di smis s  them as either irrelevant or  as 
promo ting small-s cale capitalism .  I t  i s  not difficult in 
many instances to iden t ify links b etween rural proj ect s ,  
government plans and the act ivities o f  fo reign government s  
an d  co rporat ions , though this i s  mo re due to the increas ingly 
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integrat ed nature o f  the development process than to any 
deliberate inten t .  Evidently NGOs have concluded ,  conscio usly 
or uncons cious ly ,  that there are b et t er prospect s for e ffecting 
change by wo rking within ' the sys t em '  than by confronting it . 

The st reng th o f  the NGOs l ies in the diversity o f  links 
they have estab lished at all level s of Indonesian society , 
much o f  which remains b eyond the experien ce and comprehens ion 
of mos t  Aus t ralian government and bus iness personnel . For 
this reason alone their lon g-term pos it ion is likely to remain 
viable , despit e the t ensions  which they have recen tly experi
en ced in their rel at ion s with the Indones ian governmen t . 



Chapter 6 

Recent trends and issues in Indones ian developmen t 

This chapter outlines is sues relat ing to Indones ia ' s  
Second Five Year Plan ( Repelita II : 19 74-7 9 ) , and provides 
a background against wh ich Aus tralian policies can be assessed 
in the C on clusion . Judgmen ts about Indon esian policies will 
be based on polit ical rather than st rict ly economic criteria . 
The chapter conc ludes w ith an asses smen t of  the Suharto 
governmen t ' s  future prospect s .  

The First Plan ( Repelita I :  1969- 74 ) concen trated on 
financial stabilizat ion and development of  pub lic ut il it ies , 
especially in the fields o f  t ransport and agriculture . Oil 
and minerals exploration and light and medium indus trial 
developmen t were encouraged by a s t rong emphasis  on foreign 
investmen t .  Ideolo gical aspects were played down by com
parison with the Sukarno pe riod . However , developmen t plans  
s t ill had to b e  formally j ust ified in terms o f  Indonesia ' s 
offi cial ideology of Pantj a S ila . 

The Second Plan ,  placed emphasis in its  preamble on 
achieving greater equality of b ene fit between so cial classes 
and regions , and on providing employmen t and basic necess ities . 
Although these are not new goals , in that egalitarian themes 
always played a maj or part in Sukarnoist rhetoric and were 
never en t irely buried during the early Suharto years , 
Repelita I I  rep resents the mo st definit e  attempt yet to  link 
them with specific plans . l 

1
Repe li ta II: Second Five-Year Deve lopmen t Plan 1 9 74-5 to 
1 9 78-9 , Jakarta , Department of Informat ion , 1974 . See also 
The Guide lines of State Po licy of the Repub lic of Indonesia , 
Departmen t  o f  Informat ion , R. I .  (based on the Decree o f  the 
People ' s  Consul tat ive Ass emb ly of the Republic of  Indonesia 
No . IV MPR 19 7 3  on the Guidelines of S tat e Policy) . For a 
more ext ended quas i-official int erpret at ion of the relat ion
ship between s tat e ideolo gy and development planning see 
Murtop o ( 19 72) . 
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Thinking .about development in Indones ia has reached a 
s tage o f  considerable confusion . The type o f  crit icism 
o f fered by Showcase State (Mort imer , 19 7 3 )  is  now commonplace 
in many writ in gs and di scus s ions , by no means confined to 
Jakarta intellec tuals . This  has b een made po ssible by shift s 
in o fficial rhetoric , though dat a o f fered in this chapter 
in dicate that in pract i ce economic policies and st ructures 
are hardenin g in an inegalit arian direct ion . 

S ubj ect to  the above provisos , a broad framework o f  
consensus or ' conven tional wisdom ' about Indones ian develop
men t  s t rat egy can be outlined in terms of the following pro
pos it ions : 

1 .  The benefits  o f  developmen t programs should be 
reflected in a mo re equal dist rib ut ion of income , 
wealth and basic services . 

2 .  Such services should serve essent ial needs of the 
maj ority and be reflected in the des ign of education , 
health , hous ing , transport and o ther programs . 

3 .  A better balance b etween indust ry and agricul ture 
should be achieved both within and between region s . 
Indus trializat ion should be sp read out from Jakarta 
to other maj or cit ies , while smaller scale indus
trializat ion should be encouraged in dis t rict and 
regional cen t res . However ,  the main emphas is 
should be on agriculture , in which most  o f  the 
labour force st ill finds employment . 

4 .  There should b e  s ubstant ial increases in public 
expenditure in s uch f ields as irrigat ion , water 
supply , roads and b ridges in rural areas , education , 
family planning , housin g  and public health . 

5 .  Depen dence on fo reign aid and foreign cap ital 
shoul d  b e  reduced in all fields , though the approach 
to such matters should remain flexible . To this 
end internal savings should be encouraged , .  to gether 
with indigenous en trepreneurship . 

For several reasons such ideas have become both respect
able and polit ically necessary . Since the early 1970s they 
have in creas ingly b een heard in p restigious quarters in the 
west , includin g  the Wo rld Bank . The egalit arian ,  refo rmist  
crit ique o f  orthodox growth and developmen t st rategy by 
Gunnar Myrdal and others is now more familiar to the 
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technocrat-intellectual clas s in Indonesia , although as yet 
there are few s i gns of radical o r  Marxis t  thinkin g .  The 15 
January Affair ( o f ficially referred to by the Indonesian 
governmen t as ' Malari ' ) 2 certainly had a poli t ical impact on 
the framing o f  Repelita II . The subsequen t defeat o f  the 
Thieu government in South Vietnam in April 19 75 has made it s 
success ful implementat ion more urgent . 

There is fairly general agreement that implementation 
o f  Repelita I I  go als has been inadequate , though the gap 
b etween achievemen t and in tent ion is evaluat ed more or less 
sympathetically according to one ' s  distance from the centres 
o f  power . Dis cussion is o ften not very meaningful , as the 
governmen t po in ts doggedly to physical and fin ancial t arget s 
achieved and future targe t s  proj ected , while o thers point , 
with varying degrees o f  boldnes s ,  to numerous examples o f  
mismanagement ,  mis appropriation and inconsis t encies between 
p rinciple and pract ice . 

Debate on development st rategy ranges over a wide range 
o f  cultural and philosophical as well as economic topics , 
though it is o ften verbose , tends t o  imitate  west ern trends 
and avoid detailed factual analys is . This is partly a conse
quen ce o f  the widespread climat e o f  pol it ical and in tellectual 
repres s ion in Indones ia . While the courage and re sourceful
nes s  of  many gro ups in bringing these issues into the pub lic 
arena must be acknowl edged , the whole debate over redist ri
but ion o ccurs within a limited frame of reference whi ch fails 
to quest ion how far such obj ect ives can be achieved without 
significant political and inst itutional changes . 

Redist ribut ion with Growth (RwG) 

In a broad theoret ical sense , many of these incon s ist
encies can b e  usefully tm derstoo d  in terms of the deb ate over 
' Redist rib ut ion with Growth ' which has recen tly in fluen ced 
di scuss ion in relevant internat ional policy-making and 
academic circles . To p lace this i ssue in context , it  has 
b een fashionable s in ce the mid-1950s t o  argue , in t erms o f  a 
s imple analo gy , that the product ion o f  a large cake tmequally 

2
some dispute has arisen as to whether ' Mal ari ' is s imply an 
acronym for ' Fifteenth January ' or is a t erm co ined by the 
government to re fer to a mis forttme (ma la) which damaged 
Indones ia ' s  reput ation . The latter meaning is used to 
s uggest s ome form of subvers ion . 
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divided gives more b enefit than a small cake divided more 
or less equally . Other crit ics have pointed out that the 
pattern of dis t ribut ion is  the key facto r determining the 
quality and content o f  development - in terms of the cake 
analo gy , determining what type of cake is produced in the 
firs t place . 

The convent ional growth approach , emphas i z ing the 
maximiz at ion of GNP per capita , was dominant until around 
the early 19 7 0s . 3 Acco rding to this view , it is essen t ial 
for a poor count ry to concen t rate on it s areas of greatest 
pot ential strength , to support the ab le and energet ic and to 
accept widening inequality in l ivin g  standards as an unavoid
ab le price for rapid economic growth . In the pro cess , 
economic opportunities for increased income and employment 
would ' t rickle down ' t o  poo rer group s . At a lat er st age , it  
was argued , it would b e  po s s ib le t o  pay greater attent ion to 
welfare asp ects  and deal with social casualt ies o f  the growth 
proces s .  

An accumulat ion o f  field s tudies has in recent y ears 
provided grounds for chall enging this orthodoxy from s everal 
direct ions . Gunn ar Myrdal argues that the low product ivity 
o f  the maj ority , due t o  poor health , malnut rit ion and so 
forth , must render such growth s t rategies inef fective except 
in a few isolat ed socio-economic en claves (Myrdal , 196 8 , 
19 70) . He also  insists  that such analyses are in many ways 
culturally biased and unrealis ti c .  Neo-marxis t  cri tics have 
s tres sed the imperialis t nature of relationships between the 
main cen tres of economi c and poli ti cal p ower in the wes t  and 
the rulin g  elites in Third World coun tries . A third prong 
o f  at tack is provided by a loosely as sociated set o f  crit i
c isms based on mo ral , cult ural or environmental grounds . 
Po s s ibly the b es t  known critic in this group is  Ivan Illich , 
who has argued that most  forms o f  modern technolo gy are 
unusable by the mas s of people in poor countries in terms o f  
their exist ing resources , lifestyle and inst it ut ions ( Illich , 
1969 ) . Environmen talists  have pleaded that the limit at ions 
o f  energy and o t her resources present a global challen ge 
whi ch cannot  b e  downgraded by Third World leaders , as at 
present , to mere problems of pollut ion experien ced by a few 

3
For s t andard accounts see , e . g . , Lewis (195 5) , Johnson (196 7 )  
and Rostow ( 19 71) . For a parallel account o f  socio-cultural 
aspect s s ee Hagen (1962 ) . 
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advanced west ern count ries .
4 

All these gro ups increas ingly 
quest ion the polit ical real ism of expect ing ruling el ites t o  
in it iate refo rms which are likely to threat en their own 
wealth and powe r .  

A compromis e  app roach was suggested in a 1 9 7 4  World 
Bank publ icat ion , Redis tribution wi th Growth ( Chenery et a l . , 
19 74 ) . This st rat egy is  founded on a b asic polit ical j udg
ment that ' interven t ion which alters the distribut ion o f  the 
incremen t to the overal l capit al stock and in come will arouse 
less ho s t il ity from the rich than transfers which b it e  in to 
their exist ing assets  and in comes ' ( ibid . : 5 6 ) . The report 
propo sed al tern at ive set s of  indicators for measuring dist ri
but ion aspe ct s with great er sen s it ivity t ogether with 
s t rategies fo r buildin g  them in to development plann ing pro
cedures from the o ut set . 

However laudable the report ' s  aims , one must que st ion 
the wisdom of attemp ting to quantify obj ectives which are 
es sent ially q ualitat ive . For example , success ful rural 
development cannot be achieved s imply by allo cat ing funds 
and cap ital equipment . This depends also on the qual itv of 
the administ rat ive s t ruct ure , the soc ial at t itudes of 
of ficials , how far they involve themselves with the pract ic
alit ies of imp lementing and co-ordinat ing policies at village 
level , the ext en t  to which good lines of  communicat ions are 
established and farme rs are effect ively involved in plann ing 
and operat ing agricultural development programs ( cf .  Lipton , 
19 68 ; Myrdal , 19 70 , esp . Chs 3 ,  4 and 5 ) . 

Mo re general doub t s  have b een raised as to  the polit ical 
realism of the report and even about its  b as i c  mot ivat ion . 
In a trenchan t att ack , Colin Leys ar gue s that the whole RwG 
appro ach is based on ' the pre s umpt ion that poverty mus t be 
alleviat ed without di st urb ing the pol itical power o f  p rivat e 
capital ' . 5 Thus the t ask is con ce ived of as somethin g  done 
' for ' rather than ' by '  the poor - evidenced by the con stant 
referen ces to ' target ' groups . In view o f previous history 
of ruthless repress ion in numerous Third World count ries , 
including Indonesia , talk o f  ' mob iliz ing ' the poor is  merely 
hypo crit ical , Leys argues . 

4
For example , Ward and Dubas (19 72 ) and The Ecologist (1972 ) 
make a s t ron g effort to link environmental problems in 
west ern and non-western countries . 

5Ins ti tute of Deve lopment Studies Bu l le tin , 7 (2 ) , 19 75 , p . 5 .  
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Much o f  this  dis cuss ion hinges on whether and under 
what circums t an ces ruling groups will be willing to adopt 
redist ribut ive measures .  Leys argues that the report gives 
no gen eral reason for expect ing such will ingness and that 
therefore the p roposed welfare indicators give no guide as 
to the policies part icular regimes are likely to adopt . 
The authors o f  the report rep ly that this att ack misses  the 
point and that what they seek are realistic poss ibilit ies 
for change under exist ing circums t ances , without precluding 
the  need for  more revolut l.onary change or even outright 
neces s ity of resort to armed fo rce where elites prove other
wise innnovable . However , it is argued that there is s t ill 
' a  considerable range of so ciet ies for which the st rategy 
is at least plaus ible , even though in some of them the 
likelihood that it will be adopted with any vigo r  is remote ' 
( Chenery e t  a Z . , 1 9 7 4 : 71-2 ) . 

The report further argued that Third World leaders would 
be willing to adopt some of these changes based on calcul
ations of enlight ened self-in teres t ,  such as fear of revo
lut ion , advantages to t he eli tes from general improvement s  
in health and educat ion and the potent ially conservat ive 
social effects o f  land reform in consolidatin g  the posit ion 
of peasant farming classes . Rivalries between military , 
bureaucratic , regional and oth er groups may encourage elites 
to vie for support from broader sections  of  the populat ion . 
Leys asks why such reforms , especially land reforms , have 
b een so f iercely resist ed in the past . In reply ,  it is 
suggested that marginal shif t s  in pub lic expenditure and 
investmen t policies can often es cape the no t ice of elites , 
and , by implicat ion , techno crat ic devices can b e  developed 
as smokes creens to hide the effect of  such concealed 
trans fers . 

At this s t age argument s  about the political realism o f  
the RwG s t rategy seem inconclus ive . Leys and o thers insist  
t hat it  is both too  pessimis tic about the  capabilit ies o f  
the poorer clas s es to mob ilize themselves acro s s  linguistic , 
ethnic , religious and other barriers and too sanguine about 
the inab ility of r ich group s to perceive their own b road 
interes t s  and organize a coheren t  strategy for their defen ce . 
I t s  proponent s on the o t her hand argue that a ' Pandora ' s  
Box '  ef fect is l ikely t o  occur as a res ul t  o f  marginally 
redist ribut ive policy chan ges , though they are \ID.certain 
whether this will lead t o  unstab le reformist  alliances 
followed by react ionary coups or to polit ical mobiliz at ion 
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by the poor to defend and ext end their gains . 

Redistribut ion with Growth in the context o f  Indonesian 
development s t rategy 

This dis cuss ion does not imply that Indonesia has 
consciously adopted a s t rat egy of Redis t ribut ion with Growth , 
or even that the theoret ical framework on which it  is b ased 
is exp licitly known or un derstood . In any cas e ,  Indonesia 
has regularly proved too complex to be fitt ed easily in to 
any neat framework of theo ret ical explanat ion . Nevertheless , 
it do es seem that many of the contradict ions in Indonesia ' s  
policy formulat ion and implemen tat ion reflect rather well 
the type o f is sues rais ed in the RwG debate . 

Despite numerous policy s t atemen t s  and speeches , Indo
nesia has made lit tle p ro gress in defin in g  alternat ive 
st rat egies and pinpoin t ing basic obj ectives , as dis t in ct 
from ob s tacles t o  implement in g  exis t ing programs . Emphas is 
on the fifth prin ciple o f  the Pan tj a  Sila , social j ust ice , 
had led to motm t in g  crit icism of t he life-styles of  the rich . 
Consequently ' s imple livin g '  (hidup sederhana) has b een 
adopted as a semi-official s logan , p roviding crit ics o f  the 
government wit h further grounds for point ing out gaps between 
theo ry and reality . 6 Much discuss ion cen t res on the will
ingnes s  o f  better-off gro up s  to make p ersonal sacrifices 
fo r the sake of rais ing the living standards of  the maj orit y ,  
but choices and is sues are rarely pos ed in an y  sharp o r  
specific fashion . The philosophy o f  Redistrib ut ion with 
Growth appears to of fer a conven ient es cape from this dilennna .  

In Repelita I I , the emphas is on growth i s  being contin ued 
and o ften intensified , but accompanied by moderate in creases 
in public expenditure in previo usly neglected fields . In 
this context , the var ious sectoral t argets  are rarely dis
cussed in relat ion to each other so that , fo r  in stan ce ,  the 
quest ion is never raised as to whether s t ressing a priority 
of rural developmen t and at the same t ime developing a large 
conurbat ion (Jab o tabek) , including a third airport , are conr 
pat ible obj ectives . Widespread moral concern for goals of  
dist rib ut ive j us tice and the ' quality of life ' does not seem 

6 E . g .  Korrrpas (Jakarta) , 2 4  Jan . 19 76 : ' Gerakan Hidup Sederhana 
Jan gan Jadi Ge rakan Hidup Mtmafik ' - an account of that day ' s  
debate in the DPR (People ' s  As semb ly)  on the Budget Est imates 
for 19 76- 7 7 . 
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to  be linked in concrete ways with domest ic and int ernat ional 
economic plannin g .  

These is sues will now b e  explored in relat ion to t rend s  
in budget allo cat ions an d  revenue , ext ernal t rade , domestic 
and fo reign inves tment , small enterpri ses and ' alternat ive ' 
technology . 

Se ctoral allocat ions in Indones ian developmen t st rategy 

Repelita I I  aims at an annual growth rat e o f  around 7�-
8 per cent with sub st ant ial increases in mining , indus t rial 
and to a lesser extent agri cultural produc t ion . This assump
t ion underp ins the various redist ribut ive obj ectives in the 
Plan . 

Table 11 shows the sectoral di st ribut ion of development 
expenditure , excluding foreign aid , between 19 72-73  and 
1 9 7 7- 7 8 . 

Commentators such as Myrdal have argued force fully that 
the quality of development plans are as , if  no t mo re , important 
compared with the achievement of  phys ical and f inancial t ar
get s . In any case , figures by themselves give no idea how 
funds were actually used . Great caut ion should therefo re 
be exercised in measuring Indonesia ' s  priorit ies in terms of 
sect oral budget allo cat ions . However , undue concentrat ion 
o f  resources in a few secto rs certainly contributes towards 
the creation o f  disloca t ions an d  shortages in less favoured 
sectors . Sectoral comp arisons are further complicated by 
Indonesian budgeting categories of ' Developmen t ' and ' Rout ine ' 
Expendit ure . The rat ionale for this dis t inction is by no 
means clear , but seems to corre spond roughly with overhead 
and current cos t s . Breakdowns of rout ine expenditure by 
sectors have been available only since 19 7 6 . The effect of  
their inclus ion would be mainly t o  show a large increase in 
per cen t age alloc at ions to Regional Developmen t , Defence and 
S tat e Apparatus at the expense of o ther sect ors ( Departmen t 
o f  Informat ion , R. I ,  19 76- 7 7  and 19 7 7 - 7 8 ) . 

Finally , the rol e o f  Pertamina in financing various 
public sect o r  programs b efo re 1 9 7 6  in ways that do not appear 
in of ficial budget stat is t i cs is st ill impossible to evaluate ,  
though it seems clear that it s contribut ions were mostly felt 
in relat ion to indus t r ial , mining , const ruct ion and communi
cations proj ects , with some larges se also being di st ributed 
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Indonesian development expendit ure by secto r ,  1 9 7 2 - 7 3  t o  1 9 7 8 - 7 9
a 

( Rupiah billions ) ( percent age of total in bracke t s )  

Sector 1 9 7 2 - 7 3  1 9 7 3- 74 1 9 74 - 7 5  19 75-76 1 9 7 6- 7 7  1 9 7 7- 7 8b 1 9 78 - 7 9  

Agriculture and irrigat ion 5 3  ( 1 8 ) 9 8  ( 2 2 )  302 ( 31 )  315 ( 2 5 ) 3 7 4  ( 1 9 ) 3 7 6  ( 1 7 )  4 1 3  ( 1 7 )  
Indus try and mining 2 1  ( 7 )  3 3  ( 7 )  71 ( 7 ) 1 1 3  ( 9 )  1 6 7  ( 9 )  14 8 ( 7 )  2 2 2  ( 9 ) 
Electric power an d gas 2 4  ( 8 )  4 5  ( 10 )  79 ( 8 )  9 3  ( 7 ) 2 1 0  ( 1 1 ) 2 32 ( 1 1 )  2 6 6  ( 1 1 ) 
Transport , commllllications and tourism 70 ( 2  3) 79 ( 1 8 )  124 ( 1 3 ) 1 5 7  (12 ) 4 1 6  ( 2 2 ) 365 ( 1 7 )  389 ( 1 6 )  
Trade and co-operat ives 4 ( - )  6 ( - )  1 0  ( 1 ) 1 2 ( 1 ) 11 ( - )  
Labour an d  t ransmigrat ion c c 5 ( 1 )  1 5  ( 1 )  2 9  ( 2 ) 6 6  ( 3 )  12 2 ( 5 )  
Regional development 5 9  ( 2 0 )  70  ( 1 6 )  1 36 ( 1 4 )  1 6 9  ( 1 5 ) 191 ( 1 0 ) 2 36 ( 1 1 )  2 7 1 ( 1 1 ) 
Religion 1 ( - )  1 (- ) 3 ( - )  3 ( - ) 6 ( - )  8 ( - )  9 ( - )  
Educat ion and culture 1 8  ( 6 ) 3 7  ( 8 )  4 7  ( 5 )  12 0 ( 9 )  142  ( 7 ) 2 2 0  ( 1 0 )  2 69 ( 1 1 ) 
Health,  family planning and so cial 

wel fare 8 ( 3)  9 ( 2 ) 2 5  ( 3 )  4 1  ( 3 ) 5 0  ( 3 ) 72 ( 3)  87  ( 4 )  
Housing and water supply 6 ( 2 )  9 ( 2 ) 7 ( 1 )  1 8  ( 1 ) 2 8  ( l )  6 8  ( 3 )  60 ( 2 ) 
De fence and nat ional security 6 ( 2 ) 1 3  ( 3 ) 2 3  ( 3 )  2 6  ( 2 ) 4 3  ( 2 ) 5 6  ( 3 )  116  ( S )  
Law en forcement n a  n a  2 ( - )  6 ( - ) 8 ( - ) 12  ( 1 )  14 ( 1 ) 
Informat ion and media n a  n a 3 (- ) 1 1  ( 1 )  4 8  ( 3) 11 ( 1 )  12  ( - ) 
S cien ce ,  technology, research and 

s tat ist ics 11 ( 4 )  1 7  ( 4 )  1 1  ( 1 )  2 1  (2 ) 2 8  (1 ) 3 8  ( 2 ) 4 7  ( 2 )  
State apparat us 2 4  ( 2 ) 3 7  ( 3) 49  ( 3 )  6 0  ( 3) 65 ( 3 )  
Inves tmen t in s tate en terprises 2 3  ( 8 ) 4 1  ( 9 )  9 8  ( 1 0 ) 119 ( 9 )  122  ( 6 ) 1 9 0  ( 9 )  6 2  ( 3 )  

----------
2 9 8  4 5 1  962 12 6 9  1 92 0  2 1 6 8  2 4 35 

a Excludes proj ect aid . 
b Est imat e .  
c Negl igible.  
na Not avai lab le 
Sources : ( 1 ) Department of  In fo rmation , Republic of  Indonesia , 1 9 75 : 10 1 , Table I I- 9 . 

(2 ) BIES, ' Survey of recent  development s ' , 1 9 7 2-8 . 
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in the fields o f  health , educat ion and agricult ure . 

Despit e t hese difficult ies , certain broad feat ures stand 
out . Firs t ly ,  the combined share of industry , min ing , elec
tric power , transport , communicat ions and tourism has remained 
at a high level over the whole period , declin ing slight ly 
from 38 per cen t  in 19 72- 7 3  to 36 per cen t  in 19 7 8- 7 9 . 
( Following the o il boom in 19 74 Pert amin a ' s mas s ive expend
itures in these fields allowed the ordinary budget to decl ine 
to 28 per cen t  until 19 7 6- 7 7  when the figure ro se dramatically 
to 42 per cen t  due to Per tamina ' s  debt  situat ion . ) In add
it ion , Transmi grat ion , which is now increas in gly oriented 
towards minin g and indus t rial in frastructure , has grown 
rapidly to 5 per cen t  o f  the development budget . Al though 
allocat ions to Agricult ure and Irrigat ion showed a dramat ic 
in crease at the b eginning o f  Repelit a I I  in 19 74-75 , allo
cat ions in 1 9 7 7 - 7 8  and 19 7 8- 7 9  of 17 per cent act ually show 
a declin in g  share o f  1 per cen t  compared with 19 72- 7 3 . The 
share of developmen t expendi ture alloc ated to regional 
deve lopment shows a de cline from 2 0  per cen t to 11 per 
cen t over the who le peri od , but when rou tine expendi ture 
is taken in to accoun t this s ector has roughly main tained 
i ts pos i tion .  Whi le edu cation has shown an impres sive 
in crease from 6 to 11 per cent , the share allocated to health , 
housing , fami ly p lanning and welfare has b een negligib le . 
Overall ,  thes e figures provide li ttle or no evi den ce o f  a 
serious shi f t  in priori ties in line with the official goals 
of Repeli ta I I . 

The p roportion of development expenditure relat ive to 
t otal expendit ure has risen from around 40 per cent t o  a 
lit tle over one-half from 19 72  un t il 19 7 7- 7 8  ( Department of  
In format ion , R. I . , 19 76- 7 7  and 19 7 7- 7 8 , also 1975 : 85 ,  101 , 
104 ) , which has presumab ly had the effect o f  st rengthen ing 
the overall emphas is on capit al works programs . Furthermore 
the o il boom has st ren gthened the t rend towards capital 
int ens ive development in indust ry ,  mining and commun icat ions 
and this patt ern was no t reversed after Pertamina ' s  financial 
collapse in 19 76 . In this regard , Peter Mccawley and Chris 
Manning have commen ted that 

Pertamina ' s  investments  • . •  [have ass is t ed public 
sector investment in ] the domest i c  satellit e ,  the 
associat ed t elecommun ications systems including 
the micro-wave proj ect , colour TV, fert iliser 
p lan t s , o il ref ineries , Krakat au S teel , Pert amin a ' s 
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t anke rs , sub s tantially increased spendin g  on 
electricity p roj ect s ,  addit ions  ( in cluding DClO 
aircraf t )  to  Garuda ' s  j et fleet , and the Asahan 
p roj ect . Clearly , large amounts of  expenditure 
during the last few years have no t b een spent in 
cap ital int en s ive ways - many new s chool s have 
been built , ftmds for the kabupat en pro gram have 
been increased , and heal th cl in ics  have been 
est ab lished - but the fact remains that if one 
were to draw up a list of  ways of  dispos ing o f , 
say ,  $6  or  $ 7  billion , it would be difficul� to 7 
prepare a more cap ital int ens ive set o f  proJ ects . 

Fo reign aid reinforces these tendencies . Table 12 shows 
that most  aid is directad towards the elect ri c  power , indus t ry 
and mining , coIImlunicat ions and tourism sectors , though the 
figures for 19 7 7 - 7 8  show a decl ine in these sectors from 7 8  
to  61 p e r  cen t compared with 19 76- 7 7 .  Agricul t ure ' s  share 
of aid remained largely static over the perio d . Health , 
educat ion , welfare and regional development have received 
relatively lit tle suppor t .  

A similar s tory emerges from Table 1 3  which indicates 
the proport ion of developmen t expendit ure in each sector 
finan ced by proj ect aid , though s ignifican t  improvements  do 
show up in the case of agri culture , hous ing and water supply . 
( The sudden j ump in spending on Informat ion and Media in 
19 76- 7 7  mainly ass isted the domestic satellite coIImltm icat ions 
ne twork supported from US sources . )  

The dominan ce of the modern sector can be further illus
trat ed by a brief look at two fields which in theory have 
received a higher priority in terms of Repelit a I I  st rategies -
Regional Developmen t and Housing and Water Supply . 

The government has placed special emphas is on it s Region al 
Developmen t PrograIImle , by means o f  special Pres ident ial 
In struct ions ( INPRE S ) . The scope o f  these has b een progress
ively expanded from an init ial concen trat ion on roads , bridges 
and irrigation works in rural areas to cover Health Clinics 
(Puksesmas ) ,  s chool s , t raining , reset tlemen t proj ect s and 
rural electrif icat ion . In addit ion , a flat rat e gran t is 
given to each village to b e  spen t on proj ect s of  it s own 

7 ' Survey o f  recent developmen ts ' , BIES, 12 ( 3) , Nov . 1 9 7 6 , 
p . 2 7 .  
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Distribut ion of Eroj ect aid b� sector , 1972-73  to 1 9 7 7- 7 8  
(Rupiah b il lions ) (percen tage o f  total in 

Sector 19 72-73  1 9 7 3-74  

Agriculture and irrigat ion 12 (19 )  19  
Indust ry and mining 16 ( 2 6 )  2 9  
Elect ric power ( gas ) 9 ( 14 )  2 8  
Transport , commtmicat ions and tourism 2 2  ( 35 )  2 8  
Trade and co-op eration 
Labour and t ransmigrat ion 
Regional and sub-regional development 
Religion 
Educat ion and culture 2 ( 4 )  2 
Health,  family planning and social 

welfare b 1 
Hous ing and water supply 1 ( 2 )  3 
Defence and nat ional security 6 
Law enforcemen t 
In fo rmat ion and media 
S cien ce ,  technology 
State apparatus 
Investment in s t at e  enterprises 

Tot al 62 114 

a Est imate 
b Negligible 

Sources : ( 1 )  Department o f  Info rmat ion , R. I .  : 101 , 104 . 

( 16 ) 
( 2 5 )  
( 2 4 )  
( 25 )  

( 1 )  

( 1 )  
( 2 )  
( 5 )  

( 2 )  Department of Informat ion , R. I . , 1976-77 , 1977-78 . 

19 74-75 

2 6  (13)  
64  ( 33)  
39 (20)  
42 ( 22 )  

b 
b 
b 

8 ( 4 )  

7 (4 )  
1 ( 1 )  
n . a . 
n . a . 

b 
b 

n . a . 
7 ( 3) 

196 

b racke t s ) 

1 9 75-76  

30 ( 14 )  
65  ( 30)  
46 ( 2 1 )  
5 0  ( 2 3 )  

b 
b 
b 

7 ( 3 )  

7 ( 3 )  
3 ( 1 )  

2 ( 1 )  
b 

7 ( 3 )  

2 1 8  

19 76- 7 7a 
1 9 7 7 - 7 8  

96  (14 ) 142 (20)  
117  ( 1 7 )  95  ( 1 3) 
151 ( 21 )  164 (23 )  
2 83 (40)  208 ( 2 9 )  

b b 
b 10 ( 1) 

2 ( - ) 8 ( 1 )  

5 ( 1 )  3 0  ( 4 )  

6 ( 1 )  1 3  (2 ) 
3 (- )  28  (4 )  
n . a .  n . a . 
n . a .  n . a .  

36 (5 ) 3 ( - ) 
b 3 (-)  

n . a . n . a . 
7 ( 1 )  2 3 ( 3 )  

708 727 
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Table 13 (X) 

Proj ect aid as a Eercen t age o f  Indones ian develoEmen t exEenditure b� sect o r ,  
19 72-73  t o  19 7 7-78  

Sector 19 72- 7 3  1973-74 19 74-75 1975-76  1976-77a 
1 9 7 7-78

a 

Agriculture and irrigat ion 22  19 9 9 2 6  38 
Indus t ry and minin g 78  86  9 1  5 8  70 64 
Electric power and gas 38  6 1  49 49  72  7 1  
Transport , communicat ion s and tourism 31  36  34 32 68  57  
Trade and co-operat ion 14 11 4 5 
Labour and transmigrat ion 4 4 4 15 
Regional and sub-regional development b b 1 3 
Religion 
Educat ion and cult ure 12 4 1 7  6 4 13 
Health, family planning and social 

welfare 5 12 29  17  12  18  
Housing and water supply 25  32 1 7  1 5  10 41 
Defence and national security n . a . n . a .  n . a .  n . a . n . a . n . a . 
Law enforcement n . a .  n . a .  n . a . n . a .  n . a .  n . a . 
Informat ion and media 15 18 76 30 
Science ,  technology , research and 

statistics 2 2 1 7 
State  apparatus 
Inves tment in state enterprises 7 6 6 12 

a Est imat e . 
b Negligible .  
n . a. Not availab le. 

Source : Department o f  Informa t ion , R. I . , 1976-7 7 ,  197 7-7 8 .  
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choo sing , within a framework of general guidelines . INPRE S  
proj ect s are required to meet such crit eria a s  use of  lo cal 
labour and resour ces , b enefit to the poorest groups , raisin g  
agricult ural product ion , local participat ion , sel f-reliance 
and so fo rth ( Department of  In format ion , R . I . , 19 75 : 5 6 8-9 ; 
also Salim, 19 7 5 ) . In 19 7 4-75  the breakdown o f  budget allo
cat ions for kabupaten programs showed a di stribution o f  
roads - 56 per cen t ;  bridges - 16 per cent ; irrigat ion pro
j ects - 12 per cen t . Other proj ect s  related t o  village 
market s ,  bathin g  places , public toilets , reafforestat ion , 
flood control , inland harbours , wat erways and bus s t at ions 
( Department of Informat ion , R . I . , 19 75 : 5 70 , 5 7 3) . The f igures 
for regional development were inflat ed by the transfer in 
19 75-76 o f  Puksesmas , though there has in any case b een a 
sigl} ificant expan sion of both these programs during Repeli t a  
I I . 8 

It  may b e  argued with some force that rural areas at 
low s t ages of  development cannot absorb large and sudden 
inj ect ions o f  funds without dislocat ion . Nevertheless , a 
case exists  that , if the bulk o f  resources is allocated t o  
the modern sect or , this will det ermine the environmen t within 
which local p ro grams are developed . Furthermore , failure t o  
moderate the p ace o f  urban and industrial development will 
t end to creat e  demand inflat ion for land and other resources . 

This type o f  issue was illus t rated in a survey of 
Kabupaten Banten in West  Java ( Rahardj o ,  19 75 ) , which showed 
that local development plans were mos tly geared towards (as 
yet imprecise )  growth plans for the Jabotabek conurbat ion and 
p lans for  iron , s teel and indust rial developmen t in the 
Serang-Cilegon region . S tudies in more out lying regions 
such as Madura ( Contado and Kusumowinoto , 19 7 5 )  and West 
Sumatra (Naim, 19 7 5 )  illust rate a bro adly s imilar trend 
towards integrated cro ss-sectoral planning . It is therefo re 
important , in evaluat ing kabupat en pro grams , to determine 
the extent t o  which local programs are geared specifically 
to supporting nat ional plans fo r industrializat ion , connnercial 
and plantation agriculture , mining and tourism. Recen t  
devolut ion o f  p lanning funct ion s to lower levels o f  government 
as an ext en s ion o f  the present heavily cen tralized plann ing 
apparat us seem likely t o  produce a parallel b ias in  the 
design of local development programs . 

8
The governmen t ' s  policy is t o  locate People ' s  Heal th Cen tres 
in each kabupaten . 
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As shown in Table 13 , the share of budget allocat ion 
for hous ing and water supply rose from 2 to 3 per cen t  between 
19 72- 7 3  and 19 7 7- 7 8 .  This  marginal shift has b een mainly 
directed t owards expanding urb an water supply and hous ing 
for police , military and public servi ce p ersonnel . No large
s cale cheap public housing program is envisaged in urban 
areas , although there has b een some research in to building 
mat erials , buildin g of model houses for display and int o  
provis ion o f  ' s ite and services ' ( Dep artment o f  Informat ion , 
R. I . , 19 7 5 : 709-2 0 ) . 

While there are obvious so cio logical advan tages in 
maint aining a kampung environmen t in large cit ies for recent 
migrants from rural areas - compared with S ingapore ' s  app roach 
of providin g  high rise flats at low ren tals - it is doub t f ul 
whether the fo rmula o f  providing ' s ite and servi ces ' ,  with 
the accompanyin g  apparatus of savings banks , mortgage loans  
and so forth , can prove more than marginally relevan t in 
meeting the hous in g  needs o f  the very poorest , especially in 
the face of rapidly growing compet it ion for land use . 

There is un fortunately little  literature on hous ing and 
public health in Jakart a .  Certainly the gravity o f  the situ
at ion has b een poin ted out in a number o f  surveys linking 
dis eas e ,  mi serably inadequate sewerage , sanit ation and water 
supply wi th wider aspects  such as low in come and malnut rit ion 
( Soesanto , 19 74 ; Ryan to and Marsis , 19 7 4 ) . However , inst itu
t ional causes have not been pinpoin ted , s uch as interes t s  o f  
privat e landlords , and the pract ice o f  chargin g three years 
rent in advance relat ed to a sys tem of contract whi ch places 
no responsibility on landlords for repair and maint enance 
and gives no mean s of  redress to  tenan t s , while land can be 
and often is compulsorily acquired by the authorit ies for 
proj ect s  o f  a was te ful o r  prestigious nature . 9 Despite some 
extens ion of drinking water facilit ies to kampung areas , mos t  
water supply fac ilities are direc ted t owards offices , hotels 
and the bet ter res iden t ial dist ricts . 

Rural hous in g  and wat er supply are left almost en tirely 
to local ini t iative , although some flllld s  are provided through 
the regional development p ro gram. While the concept o f  local 
self-help in hous ing may have more meaning at village level , 
tradit ional material s  such as bamboo must prove inadequat e 

9
saleh and As segaf ( 19 7 7 ) . See also Prisma , No . 5 ,  Mei 19 7 7 ,  
Tahun IV , edit ion en t i tled ' Who Owns Jakarta ? ' . 
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to the n eeds of  a rapidly risin g  populat ion . Research int o  
rural housing needs is accorded l i t t l e  priority . Although 
stone an d l imest one are available in some areas , some 
pro fit ab le uses can b e  found fo r most  types o f  building 
materials in the modern sector .  Fo r example , wood  is in 
short supply in many part s o f  Indonesia , though exports to  
Japan cont inue t o  rise . In 19 72 - 7 3  a factory was established 
near Sukabumi , Wes t  Java , t o  produce particl e  board for p re
fabricat ed houses ( Department of In format ion , R . I . , 1 9 75 ) , 
though the impact o f  such an effort can only be marginal . 

Development finance 

Table 14 in dic ates Indonesia ' s  maj or sources o f  budget 
revenue . The increased contribut ion o f  oil t ax to overall 
domes tic revenue s in ce 19 74  is s triking , though there are 
now clear signs that the oil revenues are levelling off . 10 

Public sector spendin g  rose sharply from 19 7 3  to 1975 , 
in cont rast to  earlier y ears o f  relative fis cal conservat ism. 
However ,  despite the Pertamina crisis , little attempt has 
b een made to rethink basic policies . Rather than cut t ing 
development expenditure in the f ace o f  res ist ance from the 
bureaucracy , the government has b een seeking new sources o f  
revenue and encouragin g private investmen t .  It is argued 
that ' such policies would free resources for inves tment in 
labour inten sive an d  so cial sectors , so that the goals o f  
increas ing employmen t and more equal distribut ion o f  income 
expressed in the Second Plan can be bett e r  achieved ' . 1 1  

In general , these figures give little evidence o f  any 
serious effort t o  collect funds from Indonesia ' s  higher 
income groups , while the incent ive to do so  has probably 
b een much reduced by the o il bonanza . The role played by 
in come t ax seems small , while the level o f  non-oil company 
t ax ,  which includes j o int-venture companies , is lit tle bet t er . 

While var ious ' luxury ' items would be included tmder 
the headin g  of sal es tax ,  t axes on items of  domest ic equipmen t 
and consumpt ion have a regress ive impact on poorer sect ions 
of the populat ion . The bal an ce of revenue comes mostly from 

1°
Fo r a general assessment of the economic ef fect of the 

11 

Pertamina cri s is see Mc cawley ( 1 9 7 8 ) . See also H . W .  Arndt 
in BIES , 14 ( 1 ) , March 19 78 , pp . 15-1 8 . 

BIES , 12 (2 ) , July 19 76 , p . 7 .  
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Tab le 14 -- ---

Indonesian budget revenues , 1 9 72 - 7 3  t o  1978-79  

19 7 2 - 7 3  

Direct taxes 302 
(40 )  

P ersona l income 24 
tax ( 3)  

Company tax 31 
( 4 )  

Oil  company tax 199 
(2 7 )  

O ther direct taxes 49 
( 7 )  

Ind i re c t  t axes 254  
( 34 )  

S a les tax 35 
( 5 )  

Impo r t  du ties and 101 
sales taxesc ( 14 )  

Excise taxes 4 7  
( 6 )  

Expo r t  taxes 33 
( 4 )  

O ther 39 
( 5 )  

Non tax revenue 35 
( 5 )  

Foreign aid 15 8 
( 2 1 )  

Total revenue 7 4 8  

a Est imate . 
b Proj ect aid only . 

(Rupiah b illion s )  

------ -- --- -- ------ ---- --- · - -� 

19 7 3- 74 1974-75  19 7 5-76  19 76- 7 7  19 7 7- 7 8
a 

1978-79  
- - - - - - - ·------- - - · - - - -- - - - - ---- - - -

5 0 5  1 , 2 2 9  1 , 5 92 2 , 046  2 , 4 9 7  2 , 808  
(43 )  (62 ) ( 5 8 )  ( 5 6 )  ( 5 9 ) ( 5 9 )  

34 4 3  6 2  84 114 138  
( 3 ) (2 ) (2 ) ( 2 )  ( 3 ) ( 3 ) 

44 91 128  12  7 165 195 
( 4 )  ( 5 )  ( 5 )  ( 4 )  ( 4 )  ( 4 )  

345 9 7 3  1 , 2 5 0  1 , 619 1 , 94 7  2 , 06 7 
( 2 9 )  (49 ) ( 4 6 )  (45 ) ( 46 )  ( 43 )  

82  121 151 2 15 2 7 1 408  
( 7 )  ( 6 )  (6 ) ( 6 )  ( 6 )  ( 9 )  

4 1 3  4 5 8  540 7 41 898 1 , 04 3  
( 35 )  ( 2 3 )  ( 2 0 )  ( 2 0 )  ( 2 1 )  ( 2 2 )  

5 5  8 5  119 162 2 31 2 5 9  
( 5 )  ( 4 )  ( 4 )  ( 4 )  ( 5 )  ( 5 )  

1 7 9  2 3 0  2 4 6  359 436 458 
( 1 5 )  ( 12 )  ( 9 )  ( 10 )  (10)  ( 10 )  

62 74 9 7  131  1 70 2 2 5  
( 5 )  ( 4 )  ( 4 )  ( 4 )  ( 4 )  ( 5 )  

69 70 62 62 6 7  82 
( 6 )  ( 4 )  ( 2 )  ( 2 )  ( 2 )  ( 2 ) 

5 0  -1 15 2 7  - 5  18 
( 4 )  ( 1 ) ( 1) ( - )  ( - ) 

5 0  6 7  110 119 89 119 
( 4 )  ( 3) (4 )  ( 3) ( 2 ) ( 2 )  

203  232  491  717  764 8ll
b 

( 1 7 )  ( 12 )  (18 )  ( 20 )  ( 18 )  ( 1 7 )  

1 , 172 1 , 986 2 , 7 33 3 , 62 3  4 , 24 8  4 , 781  

c Includes domest i c  o i l  tax .  

Sources : ( 1 )  Departmen t o f  In format ion , R . I .  ( 19 75 : 64 ,  68 , 70 . 7 8 ) . 
( 2 ) BIES, 13 ( 1) , March 19 7 7 ,  p . 14 ( Table 7 ) . 
( 3 )  BIES , 14 ( 1 ) , March 1 9 7 8 , pp . 12-13 . 
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import and export dut ies , whi ch provide government planners 
with a further incent ive to maintain the prevailing pattern 
o f  foreign trade and t ariff prot ect ion . 

Indones ia ' s  dependence on forei gn aid has shown no sign 
o f  diminishing s in ce the b eginning of Repelita II . Aid has 
actually in creased as a proport ion of total development 
funds from 2 4  per cent in 19 74-75  to 35 per cen t  in 19 7 7-7 8 . 
This represen t s  a disappoin t ing reversal of  the downward 
t rend since 1969-70 , wh en aid f inanced over 70 per cent of  
development exp enditure . 12 It is certainly arguable that 
fut ure IGGI aid should be made condit ional on a great ly 
expanded and mo re equitab ly dist ributed effort in revenue 
collect ion by Indonesia . Neces sary techni cal as sistan ce in 
data collect ion , accoun t in g  and so forth could be provided 
by IGGI count ries . 

Ext ernal trade 

Tab le 15 shows the extent o f  Indones ia ' s dependence on 
oil and pe troleum expo rt s .  S in ce the Pertamina crisis in 
19 76 , she has made effort s to boost oil revenues by in creasin g  
p ro duct ion , deman ding higher taxes and share o f  pro fit s from 
foreign compan ies and applying strong pressu res to creditors 
and contractors to renegot iat e Pertamin a ' s  deb t s . 

Most other exports  consist o f  connnodit ies such as rubber , 
co ffee , tea , pepper , palm o il and copra tradit ionally expo rted 
sin ce the Dut ch colonial era , plus a growing variety of food 
exports t ogether with minerals , especial ly t in and copper , 
and t imber , whi ch const itutes the second largest export earner 
after o il .  E fforts have been made recen tly to increase 
exports o f  manufactured goods t o  other As ian countries with 
higher labour cos t s  and t o  the Middle East as well as to 
wes t ern count ries . However , their overall impact on export 
earnin gs remains  marginal and is well below the proport ion 
of total expor t s  achieved by manufactured goods in other 
ASEAN count ries ( Garnaut , 19 7 8 : 11 ( Table 3) . Handicraft s 
also provide a growing ,  b ut st ill relatively small source o f  
foreign exchange revenue . 

Table 16 indicat es that Indonesian imports  are geared 
mainly towards supplying_ consumer goods and in frast ructure 
requiremen t s  for the urban manufacturing sector . The growth 
12 nep artment o f  Informat ion , R . I . , 19 7 7- 7 8 ; Kompas (Jakart a) , 

10 Jan . 19 75 : ' Paj ak sebagai sumber Pembiayaan Pembangunan ' .  



Table 15 

Indones ian exEorts , 1 9 7 5-78 ( $ USm . )  
( %  of to tal in bracke t s )  

1 9 7 5  197 6 1 9 7 7  1 9 7 8  (Jan . -June ) 

Food and l ive animal s 3 68 ( 5 )  589  ( 7 )  1 , 066 (10)  431  ( 7 )  

Beverages and tobacco 36 ( 1 )  4 0  ( - ) 5 6  ( - ) 28 ( - ) 

Raw ma ter ials 1 , 055 (15)  1 , 582  ( 1 9 )  1 , 7 61 (16)  823  (14 ) 

Crud e  o il 4 , 94 3  ( 7 0 )  5 , 6 52  (66)  6 , 8 2 7  ( 63 )  3 , 7 68 ( 65)  

Petroleum produc ts 3 68 ( 5 )  3 5 2  ( 4 )  4 7 1  (4 ) 4 65 (8 ) 

Animal and vege table o il s  160  (2)  145  (2)  1 93 ( 2 )  8 0  ( 1 )  

Chemical s 24 ( - ) 28 ( - ) 6 0  ( 1 )  32  ( 1 )  

Manufac tur ed goods 92  (1 ) 74  (1 )  236 ( 2 )  146 ( 3 ) 

Machinery and transpor t 
( equipment and vehicles)  3 2  ( - ) 53  (1)  60  (1)  30  (1)  

O ther 23 ( - ) 31  (-)  123  (1 )  18  (-) 

To tal 7 , 1 01 8 , 54 7  10 , 8 5 2  5 , 821 

Source : C entral Bur eau o f  S tatistics , R . I . , Exports by Commodity , Des tination and Port o f  
Export (Annual Series : 1 9 7 5-78) , Jakar ta . 



Table 1 6  ·�-� 

Indonesian impor ts , 1 9 7 5-78 ($USm . ) 
(%  of to tal in brackets)  

1 9 7 5  1 9 7 6  1 9 7 7  1 978 (Jan . -June). 

Food and live animal s 5 7 7  (12 )  782  (14 ) 9 5 9  ( 1 5 )  6 3 4  ( 1 9 )  

Beverages and tobacco 1 5  ( - ) 1 9  ( - ) 21 (-)  13 ( - ) 

Raw ma ter ial s 1 6 2  ( 3 )  1 98 ( 3 )  2 2 7  ( 4 )  1 5 6  ( 5 )  

Crud e o il 5 5  ( 1 )  4 5  ( 1 )  354 ( 6) 1 0 3  ( 3) 

Petroleum products , 
lubricants , e tc . 202 ( 4 )  3 9 3  ( 7 )  381 ( 6) 1 4 9  ( 4 )  

Animal and vege table o il s  3 ( - )  4 ( -) 7 ( - ) 1 8  ( - ) 

Chemical s 8 08 ( 1 7 )  54 2 ( 1 0) 619  (10)  3 7 5  (11)  

Manufac tured good s 1 , 074  ( 23 )  1 , 222  ( 22)  1 , 2 25  ( 20) 591  (18)  

Machinery and transpor t 1 , 7 7 3  ( 3 7 )  2 , 31 0  (41)  2 , 2 7 0  ( 37 )  1 , 2 24 ( 36)  

O ther 1 01 ( 2) 1 5 7  ( 3) 168  ( 3) 111  ( 3) 

To tal 4 , 7 7 0  5 , 67 3  6 , 231 3 , 3 7 4  

Source : Central Bureau o f  S tatis tic s , R . I . , Imports by Corronodi ty and Country of Origin 
(Annual Series : 19 75-78) , Jakarta . 
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in food import s i s  also not eworthy . Even allowing for poor 
harvests  in 19 7 7  and 1 9 7 8  Indones ia appears less and less 
likely to a chieve her declared aim of overall sel f-sufficiency 
in food product ion . In so far as mos t  of these imports are 
directed towards the urban areas , thus dis couragin g  lo cal 
pro duct ion by holdin g  down food prices , the effect is likely 
to be cumulat ive . 13  

Table 1 7  indicat es that Indones ia ' s balan ce o f  payment s  
s ituat ion has prog ressively worsened , despite the st eep rise 
in oil prices sin ce late 19 71 . Oil revenues had t o  be diverted 
to meet mass ive deb t s  incurred by Pertamina , whose out st anding 
debt was even tually renegot iated at $ 3 . 7 b illion compared 
with original es timat es as high as $ 10 . 5 billion . 14 

The whole foreign trade st rategy which Indones ia is 
pursuing s eems to entail a fran tic search fo r export earn ings . 
This  in turn requires an ever great er flow o f  imports , aid 
and inves tmen t to sus tain the in frastructure on which the 
whole process depends . Table 18 indicates  that debt servic ing 
in relat ion to public s ector proj ect s will reach almost 2 0  
per cen t  o f  expo rt earnings b y  19 79 . These figures do not 
take account o f  interest and dividend paymen t s  to private 
fo reign inves tors . The predicted eas ing o f  the debt service 
rat io is evidently based on the bold ass umpt ion that export 
earnings will more than treble between 1976 and 1 9 85 . 
Moreover , during the 19 80s , Indonesia plans to s ub s t an tially 
inc rease her new bor rowing .  While there may b e  dif fering 
views on the economic wisdom o f  s uch policies , f rom a pol it ical 
viewpoint they rtm counter to official policies of reducing 
dependence on  foreign aid  and capi tal . 

Indones ia has j o ined with o ther Third World count ries , 
especially her ASEAN neighbours , in pressin� demands for a 
' New Int ernat ional E conomic Order ' (NIEO) . l These ent ail 

13
Wheat and flour constitut e  a growing component of  food 
impor ts . While cultivation in Indonesia is obvious ly inappro
priate , the indirect  effe ct of such imports in lowering rice 
p ri ce s  ob tainab le by farmers mus t be taken in to accoun t .  

�qBIES, 12 ( 2 ) , July 19 7 6 , pp . 3-4 ; Sinar Harapan , 1 2  Aug .  19 7 7 ,  
pp . l , 12 . Transfer o f  debt s to  other en terprises should 
properly be regarded as an accounting device and not a 
true debt reduct ion . 

15A s t rong statement of  the case for the NIEO is provided by 
Haq ( 19 75 and 19 76) . For a dis cussion of Indonesia ' s  role 
see Kartadj oemena !1 9 7 7 ) . 



Table 17  

Indonesia ' s balance of  Eazments  z 19 7 2  .... 7 3  to 1 9 7 8-79  ($USm . ) 

19 72-73  1 9 7 3- 74 19 74-75 19 75-7 6 1 9 7 6-77  
19 7 7- 7 8  19 7 8-79 

e s t . forecast 

Exports  f . o . b .  1939 3613 7186 7 14 6  9 213 1039 6  11009 

Imports c .  i .  f .  -1820 -3399 -56 16 -6020 -7920 -8864 -9462 

Services ( exc l .  freight ) -6 76 -9 70 -1708 -1980 -2095 -2 504 -2666 

Curren t accoun t  -55 7  -756  -138 -854 -802 -9 7 2  -1119 

o il 399 641 2 6 38 3138 3 7 10 445 1 4 656  

non-oil -956 -139 7 -2 7 76 -3992 -45 12 -54 2 3  -5 7 75 

Capi t al in flow (net )  895 1111 440 843 1695 1888 14 7 7  

Foreign aid 4 81 643  6 60 1995 182 3 2089 2 220 

Foreign inves tment 4 80 549 -185 -10 75 38 319 37 

Deb t service -66 -81 -89 - 7 7  -166 -520 - 7 80 

Errors and omis s ions 87  5 -311 -353  108 -81 

Internat ional reserves 
(-= increase) -42 5  -360 9 364 -1001 835 -358 

Source : BIES, 14 ( 1) , March 19 7 8 ,  p . 4 .  
......... 
""-J 
""-J 



Table 1 8  
- -- -- -

��tern_<!_l_deb_t _ _p_r_q_fjJ_e _ _ f_�r ___ J;__n__<!_one�i_�_l_9_L6_:-J_5_
a 

( $USm . ) 
--- - --------- - - --- --- ----- ---- ---- -- -

Total Actual Debt paymen t s  
Year - -- --- -

--- - - - - - - ------ - - - - -- - - Exports 
borrowing disbursement 

In terest  Principal Total 
--- -· --- - - ----- - - - - - - - - ·----·--- - - - - - - --·- - - - - -

1976  3 , 400 2 , 700 386 42 7 813 5 , 890  

19 7 7  2 , 100 1 , 830 559 6 30 1 , 189  7 , 160  

19 7 8  2 , 000 1 , 800 62 3 9 7 9  1 , 602 8 , 160 

1 9 7 9  2 , 400 2 , 02 0  6 3 9  1 , 2 50 1 , 889  9 , 690  

1980 2 , 900 2 , 32 0 695  1 , 289  1 , 984 10 , 720 

1981 3 , 300 2 , 660 753  1 , 2 16 1 , 969  n . a .  

1982 3 , 800 3 , 030 869 1 , 00 8  2 , 0 7 8  n . a . 

1983 4 , 400 3 , 460 1 , 002 1 , 346 2 , 34 8  n . a . 

1 9 84 5 , 100 4 , 0 70  1 , 171  1 , 5 7 7  2 , 749  n . a . 

1 985 5 , 800 4 , 700 1 , 316 1 , 842 3 , 159 19 , 260 

-----------

Deb t Net resource 
service

b 
transfer 

ratio (% )  from abroadc 

13 . 8 1 , 900 

16 . 6  640 

18 . 6  2 00 

19 . 5  130 

1 8 . 5  330 

n . a .  690 

n . a . 950 

n . a . 1 , 110 

n . a . 1 , 320  

16 . 4  1 , 660 

a These e s t imates are subj ect to  revi sion depending on changing estima tes of Pertamina ' s  debt liabilities . 
b Export earnings as a percentage of total debt payments . 
c Act ual disbursemen ts les s  total debt payments . 
n . a .  Not available .  

Not e :  In h is Independence Day Speech on 17  August 1976 , Presiden t Suharto gave a figure o f  $ 10 . 8 billion a s  the 
tota l  o f  exi s t ing foreign aid deb t conunitments , consist ing of $2 . 5  billion Old Order debts and $8 . 3  billion 
New Order deb t s , including $ 7 . 9  billion in loan and $0 . 4  billion in gran t aid . The amoun t actually ut ilized 
plus outstanding interest  amounts to $6 . 7  billion , of which $2 . 1  billion are Old Order deb t s . 

Source : FaI' Eas tePn Economic Review , 2 July 1976  ( c f .  also BIES , 12 ( 3) , Nov . 1 9 76 , pp . 2 8-9 . 

..... 
....... 
00 
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fundamen tal changes in t h e  s tructure of internat ional trade , 
aid and f in ance . Apart from the usual crit icisms o f  aid 
b eing used to further imp erialist obj ect ives , the d istortions 
created by aid- tying and the burden of indebtedness , Indones ia 
has become increasingly con cerned to pro tect herself from 
polit ical criticism in wes tern countries . For these reasons  
she warmly supports proposals that the level o f  aid contri
butions  should be fixed on a progres sive taxation basis as 
a proportion of each country ' s GNP , and that aid s hould be 
given mainly on a grant rather than a loan basis and should 
be channelled mult ilaterally . It has also been proposed to 
integrate the Wo rld Bank and the Internat ional Mone tary Fund 
with the various agencies of the United Nations , to form a 
new World Development Authority which would b e  subj ect to 
far greater con trol by Third World count ries , who at the 
same t ime prefer that emphasis should be placed on trade 
rather than aid . To this end , guaranteed prices should be 
established for connnodities , supported by a Connnon Fund . 

Dr Daoed Joesoef , formerly a senior policy planner at 
the CS I S  Jakarta and currently Minis t er for Educat ion and 
Cul ture , has argued that in o rder for Indonesia to maintain 
control o f  her domes t ic affairs , i t  has become neces sary to 
' polit icise interna t ion.al economic management '  ( Joesoef , 
19 75 ) . J .  Panglaykim, a CSIS economis t ,  has expressed 
concern at an t i-business and an ti-growth philosophies emanat ing 
from the environmentalist  movemen t and other radical group s  
in wes tern coun tries , which h e  believes Indones ia should help 
to count er by forming a ' poli tical partnership ' wi th govern
ments  and bus iness leaders there (Panglaykim , 19 75) . At the 
same t ime , As ian business leaders should take s teps to organ ize 
small enterpreneurs for the purpose o f  achieving more equal 
bargain ing power with weal thier countries . 

Indones ian leaders have shown lit tle appreciation that 
demands for jus tice at th e in terna tional level need to b e  
mat ched b y  policies of  social j us tice and s elf-reliance at 
home . 16 If the b enefi ts of NIEO polici es flow only to a 
small eli te in Third World countri es , the likelihood of a 
popular ' b acklash ' in wes tern coun tries wi ll b ecome consid
erab ly s tronger . So far as foreign trade is concerned , 
at temp ts to divers ify expor ts and maximi ze foreign exchange 

16
soej atmoko ( 19 75 ) provides a significan t excep tion . Soej at-
moko is a former Ambassador to the USA . He was Dyason 
Lecturer on behalf of  the Aus tralian Ins t i tute of Internat
ional Af fairs in 196 7 . 
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earnings could turn ou t to be merely an elaboration of 
long-s �anding c�lonial e conomi c pat�erns . 1 7 If Indonesia 
is to escape from relat ionships of external dependence , she 
would appear to need to reappraise the poten t ial for us ing 
her resources to service direc tly the needs o f  the mass of 
her people , coup led with a s tringen t review of import prior
it ies . As a political consequence , this would involve 
curb ing many p at terns o f  middle class spendin g  and economic 
ac t ivity now taken for gran ted . 

For examp le , it  seems n eces sary to ques tion the policy 
of  us in g  lar ge areas of land for cash crop s , minerals , tourism 
and urban development rather than for food p roduct ion . Mos t  
economis ts as sert that through the law of  comparative 
advantage , marke t forces will provide the best  guide as to 
the op timum use of resources . However ,  this view seems to 
ignore gross inequalities in the dist ribut ion o f  wealth , 
which ensure that the mos t  pro f itable markets are to be found 
in servicing the needs o f  westerners or wealthier lo cal con
sumers . Although higher export earnin gs may in theory enable 
food to be purchased at a lower comparative co st , these same 
market fo rces en sure that foreign exchan ge earn ings are used 
e ither for urban consumpt ion or for further developin g  in fra
st ructure in the modern sector . Poor peasants and tenant 
farmers who lose their land as a result o f  the commercial
izat ion of agriculture and enter the ranks of the rural or 
urban prole tariat also lack adequate purchas in g  power to 
s at is fy their needs for food and basic s ervi ces . 18 

Indones ia has stepped up her efforts to expand the range 
of her food exp orts  in recen t  years to include sorghum, soya 
beans , cassava , fish and cattle . 19 Myrdal and others have 

17
For a class ic account o f  the relationship between Dut ch 
colon ial economic policies and Indones ia ' s  economic depend
en ce on commodity exports see Geertz ( 19 70) . A more wide
ranging historical interpretat ion is provided by Wertheim 
( 19 6 4 ) . 

18 e . g .  Frances Moore Lappe and Joseph Collins ( 19 76 ) have 
argued b luntly that ' to be cut out of the product ion pro
ces s  is to be cut out of  cons ump t ion ' and that credit 
policies are b iased in favour o f  large landowners and others 
with political inf luen ce . See also Myrdal ( 19 70 : 9 4 - 7 )  an d  
Geor ge ( 19 7 7 , esp . pp . 30-4 1 ,  168-72 ) . 

19BIES , 12 ( 3) , Nov .  19 7 6 ,  p . 3 , ( Tab le 1) indicat es an 
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decried the tragedy of poor coun tries exporting vi tally 
needed pro tein to rich countries . Even cassava , a low 
protein staple food , eaten by the very poorest groups , 
espe cially in Java , is exported to provide poultry feed , 
us ing capital in tensive pellet izat ion proces ses which provide 
lit tle lo cal emp loyment . 

Overall , Indon esia ' s  ext ernal trade policies appear to 
conflict seriously with official goals of redist ributing 
wealth , though as  yet  Indones ian crit ics of  current develop
ment s t rategies have focused relat ive ly lit t le atten t ion on 
these asp ects . 2 0  

Foreign and domestic private investment 

Table 19 indicates that the bulk of foreign investment 
has been directed towards manufacturin g ,  with signifi cant 
support for min ing , forest ry , con struction and ho tels . It  
is also clear that fo reign inve stment has created very lit t le 
emp loyment ,  while no est imates are available of the number 
o f  j obs los t . 2 1  Between 1967 and 19 75  the average s ize of 
foreign cap i tal proj ects approved was roughly three times 
greater than in the case of domestic capital ( Department o f  
Informat ion , R. I . , 19 75 : 2 06 , 2 12 ) . Sin ce 1 9 7 6  there has 
b een a cons iderable slowdown in the modern sector , eviden ced 
by excess capacity in s uch fields as const ruc t ion , hotels , 
tyres , glas s , p aper and text iles , accompanied by sharp cut s 
in pub lic sector spendin g . 22  These trends were reflected in 
a dramatic fall in the level o f  foreign investment af t er 

19 ( continued) 
overall s tagna tion in food production b e tween 19 73 and 
19 75 , excep t in mi lk , vege tab les and , to a les s er 
ex tent , fish . 

20
cf . , e . g . , art icle in Mahasiswa Indonesia , 2 3  Dec . 19 7 3  
( cited in Soeharsono Sagir ( 19 75 : 184-7)), which sees in
creasing export earn in gs and nat ional savings as abso lut e 
prerequisites for escaping from external dependen ce . 

21BIES , 7 ( 3) , Nov . 19 76 , p . 33 ( Table 12 ) indicates that a 
lit tle over 176 , 000 j obs were created directly from a total 
of  6 . 7  b illion US dollars worth of  foreign investment 
approved between 196 7  and 19 76 . 

2 2BIES , 1 3 ( 1) , Mar . 19 7 7 , pp . 22-8 . 
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Table 19 

Foreign inves tment aEErovals , 19 6 7- 7 7  ( $USm. ) 
(%  of to tal in bracke t s )  

1 9 6 7 - 7 3  19 74 1975  1 9 7 6  197 7 
(lst  half) 

Fores t ry 4 6 3  ( 15 )  6 2  ( 4 )  16 ( 1 )  3 7  ( 8 )  9 ( 5 )  

Mining 954 ( 30)  69 ( 5 )  5 0 7  ( 2 9 )  4 ( 1 )  

Manufacturing 1 , 146 ( 36 )  1 , 12 5  ( 74)  1 , 16 1  ( 6 6 )  349 ( 76 )  12 6 ( 74)  

Text iles 5 5 1  ( 18)  399 ( 2 6 )  31  ( 2 ) 24  (5 )  4 7  ( 2 7 )  

Chemicals 199  ( 6 )  2 32 ( 15 )  6 1  ( 3 )  36 ( 8 )  41  ( 24 )  

Bas i c  met als 2 2 6  ( 7 ) 246  ( 16 )  876  (50)  12 ( 3) 

Metal products  155  ( 5 )  6 5  ( 4 )  29  ( 2 )  6 6  ( 14 )  3 3  ( 1 9 )  

Construct ion 49 (2 ) 2 7  ( 2 )  10 ( 1) 1 ( - ) 4 ( 2 )  

Hotels 11 7 ( 4 )  8 1  (5 ) 2 1  ( 1) 14 ( 3 )  1 (1)  

Other 416 ( 13)  16 6 (11)  51  ( 3) 55  ( 12 )  32 ( 19 )  

Tot al 3 , 144 1 , 52 9  1 , 766 461 1 7 1  

Source : BIES , 13 ( 3 ) , Nov . 19 7 7 , p . 14 ( Table 6 ) . 



19 75 , indicat ing a los s  o f  fo reign busines s confidence in 
Indonesia . 2 3  
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Table 20  indicates the relat ive share o f  investment 
between fo reign and domestic capital . Caut ion is needed in 
as ses sing these dat a s ince investmen t s  are clas sified foreign 
or domestic acco rding t o  whether nominal shareholding exceeds 
50 per cen t .  Numerous techniques are availab le for retain ing 
actual con trol through the agen cy o f  compliant local partners . 
A variety o f  pro-forma transfers and arrangements  of the 
' Ali  Bab a '  type have b een worked out to give greater nominal 
shareholding to pribumi Indonesians , to gether with various 
types of merchan t  banking and trustee arrangemen ts  dis cus sed 
in Chapt er 4 . 24  Despit e these qualifications , the shift in 
favour of domest i c  capit al in 1976  may well presage a long
term policy chan ge . 

Table 2 0  

Foreign and domestic investment app rovals , 19 72 -76  ( $USm. ) 
( %  o f  total in brackets )  

Year Fo rei gn  Domestic 

19 72  522 ( 42 )  7 1 3  ( 5 8 )  

19 7 3  6 6 4  ( 31 )  1 , 465 ( 6 9 )  

19 74 1 , 49 8  ( 73 )  5 5 4  ( 2 7 )  

19 75 1 , 765 ( 76 )  5 6 9  ( 2 4 )  

19 7 6  304 ( 3 3 )  607  ( 6 7 )  
( ls t  three quarters ) 

Tot al 4 , 75 3  (55 ) 3 , 908 ( 45 )  

Source : BIES , 13 ( 1 ) , Mar .  1 9 7 7 , p . 2 3 ( Table 14) . 

2 3
F · 1 k ore1gn Investment C irnat e  in In don e s ia , US Embassy , Ja ar t a , 
31 Aug .  19 7 7 ; Rullllllel and Heenan ( 19 7 8) . On the other hand , 
Arndt argues (BIES , 1 3 ( 3) , Nov . 1 9 7 7 , pp . 12 -1 7 )  that the 
19 75 figures were swollen by two very large investmen t s . 
Also a new pattern of j o in t  ven ture b etween foreign capi tal 
and s tate enterprises is  being evolved . 

2 4cf . . pp . 112-14 , also BIES , 12 ( 3 ) , Nov . 1976 , pp . 34-5 . 
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Lit tle pro gress has b een made in en couraging investmen t 
outs ide Java , as indicated in Table 21 , though there has b een 
some trend of domestic inves tment in favour o f  Eas t  Java . 
Most  proj ect s out side Java relate to minin g ,  forestry or 
plan tat ions . Reduct ion in the number o f  approvals in Jakarta 
has been balanced by rapid expans ion in Wes t  Java , espec ially 
in the area immediately surrounding Jakart a .  

As sistance to small in dus t ry and weak economic groups 

A variety o f  schemes have b een estab lished for as sist in g  
small enterpri ses and ' weak economic group s ' ,  o ffering loans , 
credit , insurance , feas ib ility studies , training courses and 
advice on pro cedural aspect s .  Credi t  facilit ies have been 
p ro gress ively extended to rural areas and in lat e 19 76  a 
s cheme was commen ced for provis ion o f  small loans to petty 
trade rs . 2 5  Areas o f  economic act ivity covered include such 
fields as building materials , small pub lic transport vehicles , 
clo th , wood ,  leather , rubb er product s ,  metal s , handicraf t s , 
salt , b lack pepper , chicken farmin g ,  inland and sea fishing 
( Department o f  Info rmat ion , R . L ,19 75 : 2 2 7- 8 , 230) . 

Such report s as are available indicat e a rather uneven 
performance . There appears t o  be a considerable problem o f  
non-recovered deb t s , possibly a s  high a s  30-40 per cen t ,  
though this problem i s  b y  no means con fined t o  the small 
indust ry secto r .  P . T . Bahana had only negot iat ed credit 
arrangemen t s  with fourteen small en terprises and is  apparen tly 
only allowed to inve s t  in limi ted liab i li ty companies . 2 6  

N o  obvious s olut ions are in s ight for t ackling the 
mass ive problems handicapp in g  the growth of small enterpris es , 
which Indonesia shares with most  o ther Third World count ries 
(Arief an d  Stachura , 19 74 ; Soeharsono Sagir , 19 75 : 14 7-50 ) . 
Organ izat ional handicap s  in clude government al rest ric t ions 
over permits for small t rader s , s ub s idies , t axat ion con cessions 
and bureaucrat ic advantages available to large enterprises . 
In the case o f  export s , the b ias that has been in evidence 
s ince Dut ch colonial t imes again s t  smallholders and in favour 
of large estat es s till pers ist s .  The att itude o f  local 
military commanders , who often engage in business on their 
own account , can al so  b e  an important fact o r .  Small enter
prises must pay high interes t  rates over short repayment 

25 BIES , 13 ( 1 ) , Mar . 197 7 ,  p . 2 9 .  Loans were in some cases as 
low as two dollars . 

26 BIES, 13 (1) , Mar . 19 7 7 ,  p . 2 9 .  



Tab le 2 1  
-- ·--

Region�in�e-�tmen �!'.'end_sL 196 7-7_&_(per_�e!1Jl 

- - - - -- -- - --- - - - ·- - -- --------- -------
Dome s t ic inves tmen t proj ects Fo reign investment proj ects All proj ects 

--- - - - - - - -
- - - -

--- - - - - -- - - · - - - -- - - - - - -- -- - - -

1969-70 19 71- 74 19 74-76 To tal 1968-70 1971-74  1975--76  
Total no  

Tot al % of proj ects - - - - - - - - �  - - - - - - -------- - - - - - ------ - -------

(Numb er o f  proj ects ) ( 384) ( 1 , 168)  ( 188)  ( 1 , 740) ( 2 32 )  ( 33 7 )  ( 5 1 )  (620)  

Jakarta 37  26  15  27  47  4 7  2 7  46  1 , 055  32  

Wes t  Java 15 22 31  2 1  8 17  28  14 656 2 0  

Cen t ral Java 11  10  7 10 3 4 3 3 2 72 8 

Eas t Java 7 12 17 12 9 10 18 10 3 7 7  11 

Java 70 70  70 70 6 7  78 76 73 2 , 360  7 1  

(Numb e r  o f  p roj e ct s )  ( 164)  (511)  ( 82 )  ( 75 7 )  ( 114)  (95)  ( 1 6 )  ( 2 2 5 )  

Sumatra 17 15 15 15 18 9 13  13 493 14 

Kal imantan 9 1 1  8 10  9 7 3 7 324 10  

Othe r 4 4 7 5 6 6 8 7 165 5 

Outer  Islands 30 30 30 30 33 22 24 2 7  982 29 

Source � BIES, 12 ( 3 ) , Nov . 1976 , p . 36 (Table 13) . 
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pe riods . La ck of co-ordinat ion between the agencies ass is t in g  
them raises co s t s  and leads t o  slowness in p ro cessin g  
request s , while bank o f ficials ma y  in many in stances deduct 
10-20 per cen t from the sum loaned .  

Several inst itut ions are involved in as sis t ing small 
ent erprises , re flect ing confus ion of goals and funct ions . 
Official statemen t s  adopt a s t rong moralistic and didac tic 
tone . In addit ion to P . T . Bahana and P . T . Askrindo , a 
Proj ect for Guidan ce and Growth o f  Small Indus try (BIP IK) 
was estab lished in 19 74 . This body was charged with the 
ext remely vague t asks of giving leadership and ext ens ion 
servi ces to ' weak economic groups ' ,  providing training skills 
and ' exercises ' ,  ' p rofiles ' of  small indus try ,  qual ity main
tenance ,  as sistance in research , promot ion and in format ion . 
Official speeches refer periodically to ' Training Centres ' ,  
which are to p rovide management t raining and other ass ist
an ce . 27  Inst itut ions emphas izing technical , managerial and 
market ing aspects were to be promoted by the un iversit ies in 
their s everal regions (Department o f  Informat ion , R . I . , 19 75 : 
2 31-2 ) . ( In this con text it is in teresting to note  that 
theories about ' achievement mo tivat ion ' by the American 
so cial s cientist  David Mcclelland (1961)  retain an in fluence 
in Indones ia not widely acco rded to them in the wes t . )  

Such a pattern o f  in st itut ion building is mo re likely 
to provide middle class employmen t than to ass ist small 
ent rep reneurs . Official s t ress on the need for ' educat ion ' , 
developmen t o f  ' correct ' mental att itudes and so forth , 
serves t o  obs cure b as i c  prob lems and needs . 

Small technology 

The issue of smal l or  ' app ropriate ' technolo gy has 
recently att racted con siderab le int erest as part of the 
whole development debate in Indonesia ( see Ziemek , 19 75 , esp . 
bibliography) . In ternational development studies literature 
s in ce at least the early 1960s has given a p rominent place 

2 7The Indonesian wo rd Zatihan is frequently used in very vague 
con text s  where n o  specific activity is suggested , e . g . 
Departmen t o f  In format ion , R. I .  ( 19 75 : 2 2 9-32 ) , where 
frequent re ference is made to pusat-pusat Zatiha:n ( Train ing 
Cen tres ) which are to provide ' exercises ' and ' tasks ' and 
othe r unde fined fo rms of support (pembinaa:n ) .  
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to  problems o f  technology t ransfer . 2 8  The no t ion o f  appro
priate technology appears to derive from the environmen talist 
movement in the we st , where it has proved difficul t to ab sorb 
into the mainst ream o f  economic and social analysis . However ,  
in Indon es ia it has been accep ted fairly naturally in to con
temporary dis cus s ion and writ ing about developmen t , alongside 
mo re s tandard is sues such as st imulat ion o f  small en terprises , 
rural employmen t ,  use of  local resources and , on a mo re 
ideological p lane , dist ribut ive j ust ice , s imple living and 
self-re liance . 

Not surp ris in gly , t he movement for small or  appropriate 
technology is  linked to a more philosophical quest ion in g o f  
the goals o f  development , o ften as sociated with those asp ect s 
o f  Hindu and Buddhist thought which stress the human satis
faction to b e  de rived from creat ive work rather than maxi
miz ing product ion and con s umpt ion . 2 9  There is therefore a 
need for a style o f  technology which could be funct ional in 
both a technical and cultural sense , but s impler , cheaper 
and less harsh in it s impact on workers than modern western 
technology . Such an approach woul d have obvious advantages 
in terms of tradit ional Indon es ian , especially Javanese 
culture , which is characterized by a deco rous style of  life 
and work emphas i z ing craft smanship and quality . 

It would be wrong to label this approach as merely a 
tempo rary , ideal istic  revers ion to t radit ional ism. Soedj at
moko , while expre s s in g  reservat ions about some of the ' world
denying ' qual ities of Gandhi ' s  philosophy , nevertheless 
accept s  it as mo re relevan t to the needs o f  rural As ia than 
the adopt ion of west ern-style indus t rializat ion . There is 
neve rtheless a need for ' creative harmony with the modern 
world ' (Mohamed , 19 75 ) . Barbara Ward (19 74)  has called for 
a pat tern of production , market ing and public services 
relevant to the most  critical needs o f  the maj ority , which 
s t re sses human creat ivity , yet is firmly s cien tific and 
rat ional in it s p ract ical mo des o f  operat ion . However , such 
a comb inat ion cannot be assumed , as many indi genous belief 

2 P e . g . Ins ti tute of Deve lopmen t Studies Bul le tin , 3 ( 1) , Oct . 
19 70 : issue en t it led ' Trans fers , Technicians and Technology ' , 
also Williams (19 7 5 ) . For a mo re broad-ranging analysis 
see Kidron (1965 ) . 

2 9
Probably the mos t  in fluen tial exponent o f  these ideas is 
Schumacher ( 1 9 7 4 ) . 
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sys tems place mo s t  emphas is on cult ivating inward mental 
s t ates of  t ranquillity and harmony . For instance the 
Kebatinan movement in Java has recently made ef for ts  to 
formulate an organi zed philos ophy of developmen t ,  but without 
resolvin g the conflict b etween s cient ific values and Javanese 
culture which ha s been a continuing theme of Indonesian 
pol i tics for many years . 30 

The essence of the appropriate technology gospel con
sis ts of devising techniques for using exis t ing , lo cally 
available resources , skills and labour rather than invent in g  
new ( large) machines . Emphasis i s  placed on innovat ive 
research , but ideally this should b e  carried out as near the 
point of  f inal us e as po ssible . Mos t of the techno lo gy in 
quest ion is s t ill at an exper imental stage and by its nature 
is situat ion-dependent . This  makes dissemination of in form
at ion difficult . In Indones ia ,  wo rk has b een carried on in 
relat ion to village pump s , hydraulic rams , various types o f  
fil ters for wat er s torage and purif icat ion , sanitation 
systems , animal digester units  for converting ( recycling)  
an imal was te in to fert iliz er , model hous in g , for rural areas , 
windmills as an alternat ive source of power and a variety o f  
' do-it-yourself ' activit ies ranging from bicycle assembly to 
home crafts such as furnit ure making and text iles , which are 
funct ional in nature compared wi th more elaborate ,  decorative , 
tradit ional types of  handicraft . 3 1  There is considerable 
in teres t in small technology among the growing number of 
volun tary or semi-of ficial cadres in rural areas and among 
lower and middle-level governmen t o fficials . 

The Indones ian government has made some efforts to co
ordinate work in this field , working through inst itutions 
ass i s t in g  smal l enterprises . Prob lems o f  overlap discus sed 
earlier are well illus trated in the case o f  a proj ect for 
develop ing a rat t an indus t ry near Cirebon , Wes t  Java ( Imran , 
19 7 4 ) . The product was marketed in Jakarta and o ther maj or  

30E . g . ':!:r!murt i  ( 1 9 7 5 ). . The title of  this edition o f  Prisma is 
' Iman , Amal dan Pembangunan ' (Belief , Act ion and Develop
ment ) .  More clas sical his torical and so ciological accounts 
are p rovided in Geertz ( 1960) , Feith ( 19 6 3) and Anderson 
( 19 7 2 ) . 

3lsee papers presented to a conferen ce on Appropriat e Tech
nology at As rama Realino , Jogyakarta , 18-19 December 19 75 , 
sponsored by the Ins ti tute for Economic and Social Research , 
Educat ion and In format ion ( L . P . 3  E . S . ) .  
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Wes t  Java c i t ies . Raw materials were imported from Kalimantan . 
The p roj ect involved the Departmen ts o f  Indus t ry and Labour 
and Transmigrat ion , the Bank Rakyat Indonesia , the Nat ional 
Credit Corporat ion (P . T . Askrindo) ,  the Inst itute for Nat ional 
Export Growth ( LPEN) , the Inst itute for Lab our Development 
(LPTK) , together with provincial and local authorities . The 
Agricultural Ins t itute , Bogar , evaluated timb er quality while 
the Dep artment of Plas t i c  Arts , Ins t i t ute of  Techno lo gy , 
Bandung , assis ted with design in conj unc tion with the Art 
and Cultural Cen tre in Jakart a ,  Taman Ismael Marzuki . The 
Inst itute for E conomic and Social Research , Educat ion and 
Informat ion , which sponsors Prisma , as s is ted wi th marketing 
surveys . 

Perhaps it is unfair to j udge efforts in this field 
from such an obvious ly show-piece pilo t  proj ect , though this 
example certainly looks like a case of  ' usin g  a sled gehammer 
to crack a nut ' . In fact the problem goes a good deal deeper . 
As with many o ther effort s in the f ield of  rural development , 
the growth o f  small technolo gy is likely to come about as a 
by-product o f  trends and policies in the modern sector . In 
terms of Repelita II  strategies , foreign investors have been 
requested in very vague terms t o  use more lo cal skills and 
resources and to consider designing s impler machines or 
modifying exis t ing ones . While this may bring useful resul t s  
in particular ins t an ces , mos t  large companies are unlikely 
to maintain any cont inuous int eres t  in this field and in 
many situations will see the development of such technology 
as again s t  their interes ts . Politically , policies emphas i z in g  
alternat ive techno logy are bound to involve greater s t ress 
on popular p articipat ion at the lo cal level in de termining 
both the ends and means o f  development and in that sense 
may well appear to the authorit ies as poten tially subversive . 

Political prospects 

Enough evidence has already been o ffered to indicat e 
that there are s erious con tradictions b etween the s t rategy 
Indones ia claims to b e  pursuing and what is  happen ing in 
pract ice . In none o f  the fields examined do goals o f  dis
trib ut ive j ust ice form the maj or thrus t o f  policy . Various 
j udgmen t s  are possible about both the sin ceri ty and adminis
t rative capacity of the Indon es ian governmen t ,  but in any 
case it seems that Indones ian p lanners have operat ed on the 
as sumpt ion that growth mus t  precede redistribut ion and that 
no contradict ion exists  in pursuing both goals . This 
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assumpt ion has come under increas ing challenge in the 
political arena . 

Sin ce the Malari Affair in 19 74 , the government has 
extended its polit ical con trol through p ene tration of studen t  
labour , farmer and o ther organizations , while at the same 
time appearing to be more respons ive to social and economic 
demands . Polit ical crit icism o f  the government has become 
sharper , sub sequen t  to the Pertamina cris is in 19 76 . S ig
nifican tly , politicizat ion on ideological lines is now in 
eviden ce in many quarters in ways no t characterist ic o f  the 
early Suharto years . 

The j ournal Prisma provides a good forum for this kind 
of dis cus sion . As an examp le , the February 1 9 7 6  edit ion 
(V ( l ) : 4 1-58)  featured a ' Dialo gue ' on the theme ' Equalisat ion 
of Income : Dream or Necessity ' including such diverse con
tributors as former Vi ce-Pres ident Hat ta , fo rmer army Chief 
o f  Staf f ,  Dr T . B .  S imutupang and General Ibnu Sutowo . Hatta 
in s imp le but movin g terms reit erat ed the theme that maxi
miz ing GNP per capita is no t the same as maximiz in g  so cial 
welfare . This had always been Indonesia ' s pol icy since 194 7  
but the polit ical will f o r  i t s  imp lemen tat ion ' at the top ' 
was clearly lacking . In sharp contras t ,  Sutowo , in what 
turned out to be vir tually his ' swan song ' as Chief o f  
Pert amina , emphas ized the benefits of  ult ra-modern techno logy 
an d the need for economic growth as a pre-condit ion for 
redis tribution .  Dr S imutup ang , freshly returned from 
rep resenting Indonesia at the World Coun ci l  of  Churches Con
gress in Nairob i (Novemb er 1 9 7 5 ) , ob served that Indonesia was 
heading towards a new form of feudalism, and commented on the 
growin g disparity be tween those ' accep ted ' and those ' rej ec ted ' 
by the sy stem .  As a vague polit ical s trategy , Simutupang 
sugges ted that there is a mi ddle group , against  whom repres s ion 
will only be light  an d dis con tinuous , who should accep t res
ponsib ility to speak up for the opp res sed groups . A younger 
con t ributor , N .  Madj i d , made a militant call to ' raise the 
flag for Social Just ice ' ,  as the forgotten one of the five 
prin ciples of Pantj a Sila . Another young con tributor ,  T .  
Sumartana , demanded an end t o  ' false cons ciousness ' ,  not only 
in terms of expectin g  those who are making their own ever 
larger cake to s t op and cut it up equally , but in the sense 
that demands for equalizat ion have no t b een formulated by 
poor group s themselves but by middle class student intellec tual 
groups on their behalf . The poo r ,  who are too busy making 
ends mee t to solve abs t ract prob lems , have come to accept 
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inequality and inj ust ice as inevi table an d have developed a 
' culture of silence ' .  To overcome this some form o f  
' cons cientizat ion ' is needed (along lines advo cated b y  Paolo 
Freire 19 72a and b) to enable the poor to formulate their 
demands in concrete ways . 

The March 19 7 7  issue (Prisma VI ( 3 ) ) on a very similar 
theme ( ' The Map of Poverty : Wait ing for the "Trickledown" ' )  
adop ted a st ill sharper tone . Part icularly harsh connnent 
was directed towards compulsory land acquisit ion and evict ions 
from kampung areas in Jakarta . Abus es of authority are cited 
in cons iderable detail together with the total ab sence o f  
effec t ive legal safeguards . Many such evi ctions , i t  is 
argued , are caus ed by socially worthles s proj ects such as 
golf courses , luxury hous ing and ho tels , which form part o f  
the Jakarta Mas ter Plan ( Saleh and As segaf , 19 7 7 ) . 

The February 19 7 7  edit ion o f  Prisma concen trated on 
the forthcoming general election . 32  The ideological frame
work of Pantj a Sila was not challenged , but its  prac tical 
meaning and effect iveness in channelling popular wishes 
were . Several contributors referred in thinly veiled ways 
to defects in electoral machin ery and heavy-handed methods 
used by the milit ary , pointing out the excess ive powers of 
the executive relat ive to the legislature and j udiciary . 
Such commen ts  suggest an increas ing bo ldness amongst oppos
it ion group s  and perhaps al so a growing interest in the 
practical machinery of rep resen t at ive ins ti tut ions . 

Many will argue that op inions expressed by such dissenting 
group s  carry lit tle weight . In isolation this may be true , 
but i t  should be realized that , s in ce about 19 7 3  when criti
cisms o f  the Showcase Sta te type were firs t voiced effectively 
wi thin Indonesia , the Suharto governmen t has b een impaled on 
the horns of a s erious dilemma . A mood of resurgen t economic 
nat ionalism then swep t the count ry which the government could 
not ignore , especially since it was shared by many sect ions 
of the milit ary . However , containment of  such forces has 
been a key reason for the stron g suppor t received by the 
Suharto regime from western governments and mul ti-nat ional 
companies . The riots of  January 19 74 in Jakar ta alarmed the 
Indonesian authorit ies more because o f  their pot ential for 

3 2
Prisma (VI ( 3) ) : ' Demokrasi dan Pemilihan Umum : Mencari 
Penyambung Lidah ' (Demo cracy and the General E lect ion : 
In Search of a Spokesman ) . 
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weakening overseas conf idence than because they po sed any 
serious internal threat . 

So far , these conflic t ing internal and external pres sures 
have been managed by a series of  public relat ions exercises , 
favouring pribumi Indonesians , which military-dominat ed 
enterprises have in many cases turned to their own advan tage . 
The government has also closed a numb er o f  f ields to foreign 
inves tment . Increased deman ds for higher taxes and capital 
part icipat ion , espe c ially in oil and minerals exp lorat ion 
ventures , together with moun t in g  report s  o f  corrupt ion , 
Indones ia ' s  worsening debt  sit uat ion and the lo ss o f  momen tum 
in the modern sector have changed the climate for foreign 
investors quite adversely . 

It is not yet clear when and t o  what ext ent these various 
trends will suf ficiently weaken the Suharto government ' s  
external bases o f  support to make possible a serious internal 
challenge . The Indonesian elect ions in May 19 7 7  did not 
give a clear indication either way . 3 3  However , the st rong 
challenge by the Mos lem Uni ty party , which won over 30 per 
cent o f  the vote  acro s s  the country , over 40 per cent in 
Wes t  Java and in Jakarta comb ined with the Demo crat ic party 
to outpoll the governmen t-controlled Golkar , was only con
t ain ed elsewhere in Java by a s t rong app eal to ant i- Is lamic 
s en t imen t . Thus the electo rate was again polarized on 
religious and cultural lines in ways remin is cen t o f  the 
politics of the 1950s . Subs equently Presiden t  Suharto was 
re-elec ted by the MPRS in March 1 9 7 8  only after several 
months of sust ained protes t s  by st udents  and Mos lem group s , 
with some moral s u�fort from sen ior military and other leading 
polit ical figures . 

The Suharto government ,  despite its  military s trength , 
has faced serious problems ever s in ce 1966  in f inding a 

3 3
A solid analysis of the elect ions and their likely con s e� 
quences is provided by Harvey ( 19 7 7 ) . Useful accoun t s  are 
also provided by Hamish McDonald , Aus tra lian Financia l  
Review , 1 and 2 March 19 7 7  and David A. Andelman in the 
s ame paper , 21 May 19 7 7 . 

3 4No tab le crit ics o f  Suharto have included former Vice
Pres iden t  Hatta and General Dharsono who was forced to 
res ign as Secre tary-General o f  ASEAN . A particularly damaging 
blow to the government was provided by the  refusal o f  the 
S ultan of Jogyakarta , Hamengkubuwono ,  to renominate as Vice
President . 



193 

legit imate basis for the exercise o f  polit ical authority . 
I t  has in fact retained mos t  of the ins t itutions o f  ' guided 
democracy ' estab lished under President Sukarno . The partially 
elected Ass embly (DPR-MPRS ) operates for the mo st  part in a 
vacuum. The presen t  system, though highly flexible , lacks 
legal ground rul es for popular participat ion . Indones ia 
cannot be regarded as an outright dictato rship but f inds it 
hard to move towards either full political demo cracy or a 
purely one-party s t ate  and to tal suppress ion o f  elect ions . 

Suhart o ' s  role in b alan cing developmen tal goals with 
culturally legi timi zing s ymb ols is at leas t well es tab lished . 
Despite his lack of charisma , one could foresee his presiding 
over several po ss ible comb inations  of  reformis t  or neo
tradit ionalist group ings or  equally over some ' law and order ' 
rest orat ionis t military grouping , such as emerged from the 
October 1976  coup in Bangkok . It is j ust as likely , however ,  
that h e  has b ecome a polit ical liab ility to each o f  the 
various group s . If election s  due in 19 83 are held on s chedule , 
an even higher l evel of  coercion than in the 1 9 7 1  and 197 7 
elec tion s  will p robably be needed to achieve a Golkar victory , 
if  Suharto is  again to seek re-election as Pres ident . Rather 
than carry such a burden , it seems likely that strong efforts 
will be made by military and polit ical leaders to f ind a 
mo re acceptab le alt ernat ive . 

A fron tal assault to gain power by any group from outside 
government circles is mo st unlikely to succeed and even a 
coup attempt by any one group within the accepted government al 
structure would face great dif ficulties . However , there is 
s cope for coalit ions t o  form around b road is sues o f  social 
and economic reform.  Fac tions contending for  power may well 
appeal to wider s ect ion s of the populat ion for support - a 
process whi ch could lead to some loo sening up o f  the p resent 
polit ical s t ruct ure . Thus , a military coup need not b e  
accepted , a priori , a s  the norm f o r  effecting political change . 

So far as the political impac t  of the ' development debate ' 
is  concerned , probably the most serious failure on the p art  
of  almo st all  participan t s  is the  possible uncons cious 
accep tance of what has b een called the ' integrat ion ' or  
' dependen cy ' model o f  development . 35 Perhaps the bes t 

35
e . g . A. Smith , ' The integration model of  developmen t : a 
crit ique ' , Chap ter 2 in Mortimer ( 1 9 7 3 ) , and Frank ( 19 7 1) . 
For critical (Marxist )  connnent on Gunder Frank see Leys 
( 19 7 7 )  and Leaver ( 19 7 7 ) . 
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theore t ical exponen t and crit ic of  this model is Andre 
Gunder Frank , who turns on its head the no rmal view of  under
developmen t as b ein g caused by shortage of capital and skill s , 
and in stead paints a vivid picture wherein the resources of  
the rural areas are con t inuously expropriated by  the financial 
and indust rial centres o f  the western world . This is  made 
po ssib le by co-opt ion of nat ional , regional and local elites 
into an in terdependen t world economic sys tem in ways that 
make the ir interes ts  permanen tly contradictory to those o f  
the maj ority . Their polit ical power is  butt ressed b y  ext ernal 
support an d ,  wh ere necessary , int ervent ion . As evidence , 
Frank argues that hi stori cally the p eriods o f  greatest p ros
perity at local and regional levels in the Lat in American 
count ries he studied occurred at times when the metropolitan 
countries rul ing them faced some kind o f  internal crisis , 
caus ing dis rup t ion of trade and connnunicat ions . At such 
t imes a meas ure o f  autonomous developmen t , using lo cal 
resources , was po ss ible . 

If  this analysis is cor rect , the consensus in relat ion 
to Repelit a II de s crib ed at the b eginning of this chap t er 
and the philosophy of Redistribut ion wi th Growth which 
characterizes its  practical imp lementat ion will lead only to 
an intensif icat ion of the economic and social patterns 
opposed by reformist  crit ics of  the Suharto government .  
Furthermore , the trend towards regional and local development 
planning bas ed on int erlo cking ' growth cen t res ' and ' hint er
lands '  , 3 6 is likely to produce a chain o f  subordinate economic 
and administ rat ive relationships very s imilar to that des
crib ed by Frank . 

The increasingly homogeneous nature of  the development 
s t rat egy being adopt ed must dampen the en thus iasm of those 
who scen t  rapid political change in the wind in Indones ia . 
However , it is unlikely that the consensus among reformis t  
groups f o r  decen tralizat ion of  the economy , a better rural
urban balance , great er expendit ure on basic  public facil ities 
and reduction o f  external dependence , will hold to gether if  
the assumpt ions of  the in tegrat ion model prove co rrec t fo r 
the next phas e of Indonesian economic history . At this s t age , 
a wider sect ion of the middle class are experien cing some 
benef its  from Repelita I I  strategies , while many s tudents  
and in tellectuals are sat isfied with at  least some evidence 

36 see , fo r in stan ce , Ib rahim ( 1 9 7 6 ) . For an alternat ive or  
' de-developmen t ' appro ach see  Hadad ( 19 7 5 ) . 
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o f  rural development act ivity , in which they can often 
part i cipate through voluntary groups , cadres , surveys or 
consult ancy work . There is also probably at least some 
' t rickle-down ' benefit to  poorer groups . However ,  it is 
more likely that rural ' under-employment ' 3 7  and urban dislo-
cat ion will grow more rapidly than the government ' s  plans 
can deal wi th them. · In that case more clear-·· cut lines of 
battle should emerge b etween the urban and rural masses , 
whose expectat ions will have been bo th aroused and disap
po inted , ranged against  the broad all iance of techno crats , 
milit ary and big bus iness interes ts at present governing 
Indon esia plus some new regional elites . Floating uncer
tainly between the two group s are likely to be studen t  groups , 
some lower level military and public servan ts and various 
small er and middle level enterpreneurs . 

It  is by no means certain whether Indones ia will achieve 
change via an evolutionary , reformist path or through some 
form o f  revolut ionary upheaval . There has as yet b een no 
comprehensive s tudy of po lit ical and social st ructure under 
the New Orde r on which to b ase a j udgmen t , 38 though a b rief 
out line of likely alteniatives may be offered .  

Barrington Moore j nr ,  in a memorab le though rather 
tortuous comparat ive historical analysis of moderniz ation 
processes in several European and As ian count ries (Moore , 
19 6 7 ) , iden t ifies three maj or polit ical routes to the same 
goal , each o f  which depen ds on the balance o f  so cial forces 
rather than the cons cious adopt ion of any part icular ideology . 
The firs t is the bourgeois or liberal democrat ic rout e which 
occurs when a capitalis t en trep reneurial clas s can emerge 
relat ively independen t o f  the monarchy and as sociated cent ral 
bureaucracy . The second is the conservat ive or fas cis t model , 
where a powerful cent ral state takes the initiat ive in pro
mot ing modeniization , p roducing a subordinate en trepreneurial 
clas s  in the process . In the first case the p easan t  clas s 
is effectively uprooted . In the second they are reduced to 
some modernized form of serfdom. In the third , revolut ionary 

3 7  
Commonly , rural labour connnutes between many typ es of sub-
sis ten ce ,  self  emp loyed and wage labour ac tivity . The terms 
' employmen t ' and ' unemployment ' are thus too in flexible in 
the As ian con text and even the term ' under-employmen t ' does 
not adequat ely des cribe the situat ion . Myrdal (196 8)  
emphasizes that the connnon factor is low labour productivity 
( see especially Ch . 16 ) . 

38An importan t  recen t con t ribution is Robison ( 19 7 8b) . 
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case , the peasan t s ' social inst itutions and capacity for 
sub s is tence are profoundly threatened by the process of 
mo derniz at ion but remain int act . In this s ituat ion , the 
rural mas ses have both the mo t ivat ion and the capacity to 
st rike back . 

Moo re makes no referen ce to Indonesia nor , more serious ly 
for the purpose of th is analogy , to the whole cont emporary 
proces s of in ternational economic rela t ions . However , the 
parallels between the second model and the type of milit ary
bureaucrat ic capitalism which has emerged in Indonesia s ince 
1966 seem rather striking , at  least so far as Java and the 
maj or  provin cial cen t res are con cerned . By con trast ,  many 
out lying or ' hin terland ' areas provide poten t ial territorial 
bases for wars of nat ion al or region al liberat ion along lines 
already demon s t rated by Mao Tse-tung and Ho Chi Minh - a 
process whi ch may already have begun in East Timar , Irian 
Jaya , and parts o f  Kaliman tan . At the opposite end o f  the 
spect rum there are growing pressures for ref arms alon g  lib eral 
or social democra tic lines f rom Indonesia ' s  small but growing 
mi ddle class , and wes tern in teres ts may well poin t in thi s  
direct ion in orde r t o  pre-empt more revolutionary t rends . 
While Indones ia ' s  eme rging ent repreneurial clas s will be 
mostly dominat ed by the milit ary and bureaucracy , this clas s 
will be highly fact ionalized and l acking in cohes ion , and 
this should permit some measure of reform.  

Overall , while all three pat terns of development can be 
re co gn iz ed in dif feren t  segmen t s  o f  Indonesian society , it  
is not  y et clear wh ich will emerge as the dominant t ren d .  
While a regime of broadly similar complexion t o  the p resen t  
one may well survive for a few more y ears , Indones ian political 
life may be expected to experience in creas ing st rain s  and 
instabil ity . 



Con clus ion : future prospects 

The contradicat ions in Indones ian development strategy 
are reflected in each o f  the maj or fields in which Aus tralia 
has been involved . I wan t to conclude by outlining some 
possible al ternat ive approache s which could be adopt ed by 
Australia , supported by a broader assessmen t of  their polit ical 
feas ib ility . 

Australian aid authorities supported goals of  economic 
growth and indus trializat ion promo ted in the early y ears of  
the Suharto government with very few quest ions or misgivings . 
Partly as a result of  the Labor government ' s  policies and 
the efforts o f  a small active sect ion of the aid constituency , 
and part ly in response to changes of  emphasis initiated by 
Indonesia , some caut ious shif t favour ing promot ion of rural 
development , income redis t ribution , employment and regional 
balance has been incorporated into of ficial s tatemen ts of 
aid philosophy . However ,  Foreign Af fairs and aid personnel 
have shown very limi ted unders tanding or concern to translate 
such ideals into prac tical policy , while the Departments  of  
Overseas Trade and Treasury work ac tively in the opposite 
direct ion . 

The private sector has effectively d istanced itself  from 
the debate surrounding these issues . Its  support for the 
mainstream development po licies of the Suharto government 
remains undimin ished , though since the Pertamina crisis its  
optimism about Indonesia seems more qualified and its  incur
sions into the pub lic arena les s  frequen t . By con trast ,  non
governmen t organizat ion s , on the evidence of the type of 
programs they have supported over many years , do take quest ions 
of grass-roots  developmen t serious ly . While their impact on 
dist ribution and employmen t has been at bes t  marginal , and 
while the more radical NGOs have experienced serious tension s  
both in ternally and in their relat ion s with the Indonesian 
government , their long-term impact in rais ing consciousness 
has probably been more profound . 

In the purely aid context , the most obvious reforms that 
spring to mind have already b een propo sed durin g  the course 

19 7 
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o f  the Parliamen tary En quiry in 19 7 2  and the debate surround ing 
the establishment of  the Aust ralian Development As sis tance 
Agency dur ing the next three years . Indeed many have b een 
accepted as o ffic ial pol icy . Probably the s ingle mos t  
importan t  breakthrough that could b e  achieved would be i f  
ADAB and Foreign Af fairs were t o  take serious ly the emphasis 
on research and evaluation laid down in ADAA ' s original 
charter . This would require both a reas ses sment o f  recruitmen t 
policies to at tract fresh t alent and a willingnes s to consult 
out side experts . Unles s practical s chemes for implemen t ing 
redist ribut ionis t policies are carefully res earched , they 
will inevi tably be down-graded or dismissed as slogans . It 
is not po ss ible to tack goals of social j ust ice or emp loyment 
creation on the end ,  as i t  were , o f  capital works proj ects . 
Rather , such goals need to b e  built into development pro grams 
from the out set . 

Attempts to unify aid policy-makin g and administrat ion 
were les s  than success ful at the t ime ADAA was es tablished . 
In ·particular , renewed e f forts should b e  made to define more 
clearly the relat ion ship be tween budgetary , trade and aid 
policies . Aus tralia ' s  limit ed efforts at reform have b een 
overtaken by even ts , as ASEAN coun tries have demanded radi cal 
re st ructuring of their economic relat ions with wes tern coun
tries , rather than an extension of tradi t ional type aid pro
grams . The Depar tmen t of  Overseas Trade is s t ill geared 
overwhelmingly towards expanding Australian exports and could 
not be expec ted to adap t easily to poli cies of actively pro
mo ting imports from Southeast As ia , but the outlook of Aus t
ralian companies with es t ablished interests  in the region is 
likely to change , at least in the medium-term. However , for 
reasons  discussed in the sect ion on external trade in Chapter 
6 ,  the emphas is by Indones i a  and o ther ASEAN countries on 
expanding exports may well be in con flict  with goals o f  
redis tribut ion and provis ion of basic  needs for the poor 
maj ority . 

Finally , a good deal could probab ly be done both in the 
in it ial orientat ion of proj ect personnel and in drawing more 
effec t ively on their experience . At presen t , experts are 
given a limited briefing relat ing to their proj ect and the 
living con ditions  they may expect to encounter . Lit t le 
guidance or en couragemen t is given to them to cons ider broader 
quest ion s of end use in designing proj ects , to seek out local 
expertis e ,  deve lop profe s s ion al rapport with Indones ians or 
effect ive understanding o f  their cul ture and institutions . 
On their return t o  Australia , debriefing is per func tory . 
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No obvious effort is made to use the ir experience for the 
benefit of sub sequent proj ect teams or as part of any more 
general process of development educat ion . 

Mos t  maj or quest ion s relating to aid and developmen t 
are at  bas e  polit ical and possible shif ts in policy should 
be unders tood in this con text . Two related quest ions mus t 
be cons ide red init ially . First , if  the analys is o f  her 
developmen t strategy in the p revious chapter is correct , what 
j us t if icat ion can be of fered for continuing any level of aid 
to Indones ia? Second s are Aus tralians imposing their own 
technical , cul tural or polit i cal values on Indones ians  through 
aid p rograms and , if so , by what right ? 

It should be noted that impo s ition o f  values can o ccur 
as much through withholding as by giving aid . Political 
choices canno t be avoided in determining developmen t strategy .  
In principle , foreigners must determine whether or no t to 
support such cho ices , though in prac t ice they often do much 
to ini t iate them. At leas t choices should be made cons cious ly 
rather than by defaul t . Some element of  coer cion seems 
unavoidable , especially in the case of large donors , despite 
endles s rhetoric about ' aid without s trin gs ' and ' non-inter
feren ce ' in the domestic affairs of recipien t  count ries . 
This can at l eas t b e  par tly counterbalanced by establishing 
close pro fess ional rapport and a con t inuing dialo gue about 
ends and means at both top poli cy-making and proj ect leve ls . 

Crit icism o f  aid on cultural grounds tends to assume 
that As ian cult ures are unable to adap t in the face of 
developmen tal pres sures from the wes t .  There is  evidence to 
suggest  that modernizat ion p roces ses are o ften adapted to 
local social s t ructure and culture rather than the other way 
round , though thi s has the effect o f  reinforcing the pos ition 
of landowners , military , bureaucrats and other es t ablished 
elite groups . It  is these groups who in itiate aid reques t s . 
They also formulate definit ions o f  nat ional cult ure which 
can , where necess ary , be used against their polit ical opponen t s , 
including foreign crit ics . Such opportunism tends to under
mine serious dialo gue about developmen t i ssue s , whi ch to be 
effective requires freedom to crit icize each other ' s  values 
and culture within reasonable bounds of  sensitivity . 

This study has con cen t rated a good deal on demonstrating 
a b ias towards the modern sector in both Indones ian and 
Aust ral ian policy-making . It mus t be reite rated that this 
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does no t imp ly oppos it ion to technology and material growth 
per se , but rather a concern with who benefit s ,  or with who 
can use a given piece o f  te chnolo gy and who particip ates in 
dec isions over i ts use . Indonesians at all so cial levels 
have very complex att itudes towards such ques t ions . Ideally , 
they would prefer to raise living standards while leavin g 
the ir soc ial inst itut ions as little dis turb ed as possible , 
though mo s t  would reco gnize such de sires as unreal . There 
are nevertheless  sound theore tical and pract ical reasons  
for  ensuring that development p rograms are adequat ely related 
to local ins t itut ions , though as Myrdal and others have poin ted 
out , thes e requi re continuous , tough-minded scrut iny . 

Accepting the right of both donor and recipient to j udge 
their own in terests  and o f  foreigners to discuss the merit s 
o f  alt ernat ive developmen t st rat egies wi th Indones ians , are 
there sufficient grounds for dis sat is fact ion with Indonesia ' s  
current polic ies and political regime for Aust ralia to cut 
off  aid ? Those con cerned p rimar ily with diplomatic relat ions 
would argue that this would merely damage relat ions but have 
little economic or other impact . Against  this , it  was argued 
in Chapt er 2 that Indones ia sees IGGI aid as a package deal 
and would be concerned about the impact on other coun t ries . 
A maj or argument throughout this  study has b een that fear o f  
of fending t h e  Indones ian government has engendered a persis ten t  
superficiality in the formulat ion o f  a i d  programs . Never
theless , any policy whi ch sought to encourage a shift in 
Indonesian priorit ies would probably require a parallel up
grading of Aust ral ia ' s  efforts in the aid field . Realist ic
ally , this can only be ach ieved piecemeal . However ,  the 
Indones ian government is by no means monolithic and numerous 
channels for influenc in g  policy are available . At a formal 
level at least , i t  is po s sible to propose cert ain changes 
without conflic t in g  with her official development ideology . 

There is a tendency fo r Aus tralians , along with o ther 
wes terners , to call in to quest ion the whole aid program 
whenever Indones ia makes some cont rovers ial political move 
or when they di scover some asp ect o f  Indon esian society of 
which they disapprove . Academics are j us t  as much prone to 
s uch views as anyone else . Each program should be j udged on 
its  merits , and wi thdrawal o f  support in any one area should 
not cause the aid pro gram as a whole to be placed in j eopardy . 
This could of  co urse happen if nothing whatever in Indonesia 
were folllld to be worth s upport ing , but at this s tage there 
are good grounds for arguin g that Aust ral ians  do not have 



201 

sufficient knowledge about Indonesian society and economy to 
make such a j udgment . Neverthe les s , it mus t be re cognized 
that any serious attemp t to as sess the impact of aid on 
in come distribution and employment would be likely to lead 
to the scrapping or dras t ic redesign of many proj ects . 
Greater pressure should also be brought t o  bear on Indonesia,  
both dire ctly and through IGGI , to  exact a greater tax con
tribution from wealthier groups . 

One additional reason for maintaining aid to Indonesia 
which seems worth men t ioning is the educat ional value to 
Aust ralians of involvemen t in the life of  her large , culturally 
rich and diverse ,  though mat erially poor neighbour . Greater 
efforts could also be made to foster public knowled ge and 
interes t in aid p rograms , which would require the es tabl ish
ment of effect ive consul tat ive machinery b etween ADAB and 
the general commun ity and wider disseminat ion of crit ical , 
informat ive lit erature about aid programs . 

It is sometimes suggested that Australia should withdraw 
aid in order to exert pres sure on Indones ia in relat ion to 
such issues as human right s and Eas t Timar .  Thi s  would b e  
t o  use the aid weapon a s  a b lunt in strumen t ,  in that except 
in the case of defence aid , it  would be hard to es tab l ish 
clear links between these is sues and specific aid programs . 
Such act ion would also adversely affect Aus tralia ' s  ability 
to sus tain any effec t ive dialogue with Indones ia about 
long-term issues of development policy . However , this does 
not preclude Aus tral ia from making known her views both 
through direct diplomatic channels and in ternat ional fo rums . 

A good deal has been made o f  the conflict between diplo
matic and developmental values in the des i gn and implement 
at ion o f  aid p ro grams . How valid is this dis t inct ion ? As 
we have seen , Aust rali an  diplomats ,  though denying any con
flict in principle , ins is t  in practice that aid must  be sub 
ordinate t o  fore ign policy goals . In the sense that all 
development programs contain some political aspect , a measure 
of t ruth must  be conceded to the diplomats ' viewpoin t . How
ever , from a profes s ional st andpo in t  the argument s  for main
tainin g  a distin c t  emphas is on developmen t al asp ect s  are 
compelling . Nor is there anything obviously tllldesirable in 
a situat ion where the Minis t er is some times obliged to 
reconc ile conflicting patterns of advice . At the collll try 
level , diplomat i c  goals are accorded primacy unless the 
Ambassado r ,  who is immediat ely responsib le for co-ordinating 
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all b ranches o f  activity , has a st rong p ersonal coilllllitmen t  
t o  promo t ing developmen t .  

In a broader sense , it can b e  argued that promot ion o f  
good relations and suppor t for Indones ia ' s  overall development 
s t rategy are ident ical goals . Marxists  would ins is t that 
both are in acco rdance with the global s t rategy of int er
national capital ism and als o en tail a commitmen t to main
taining the political stability of  the Suharto government . 
Although such interconnect ions are fairly obvious , this type 
of  outlook is too monolithic and inadequate to explain 
detailed situat ions . In any case the suppo rt base fo r the 
Suharto governmen t has narrowed to the exten t  that many who 
have fo rmerly suppo rted it would now regard some measure o f  
polit ical reform a s  es sent ial to their long-term interes ts . 
Nevertheless , the nexus is sufficiently established to make 
reforms in aid and development policies con t ingent on a 
redefinit ion of diplomatic obj ectives . 

It is neces sary to replace the doctrine o f  ' asymmetry '  
with one emphas izin g  a mo re reciprocal relat ionship between 
the two count ries . Such an approach would avo id any unduly 
ab rupt shift away from curren t official interpretat ions of  
' regional co-operat ion ' and would fit easily into dip lomat ic 
idioms acceptable to Indonesia . It would als o  carry some 
symbolic advan tage , in that in terms o f  her own national 
st ruggle , Indones ia is likely to unders t and a strong but 
friendly nat ionalis t ic assertion of equality by Aust ralia 
in relat ions with her , especially if this is linked to a 
policy of reducing depen dence on the USA and Western Europe . 

Such dependence has done much to impose ideo lo gical 
blinkers on Aus t ralian percept ions of  Indonesia and may well 
have produced an undue emphas is on gee-polit ical aspects . 
Thi s  in turn has aggravated fears about what type of  govern
ment will succeed Suhart o .  There now seems t o  be some greater 
acceptan ce among d iplomat s that there should be a return to 
the norm which prevailed dur ing the Sukarno period whereby 
Aus tral ia reco gnizes her long-term interest in maintaining 
friendly relat ion s with Indonesia irrespect ive o f  who is in 
power . In effect this would mean main t ain ing cordial 
relat ion s at the o ffi cial l evel without undue identificat ion 
with the rul in g polit ical fact ion . To preserve Aus t ralian 
nat ional sovereign ty , a reas sertion of an earlier tenet of  
diplomacy towards Indonesia is also necessary t o  the effect 
that on controversial issues ' friends can disagree ' .  In 
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practi ce ,  it seems l ikely that such a shift will occur only 
by slow degrees . In the meanwhile , the es tabl ished official 
position s till maintains cons iderable resilience and 
durab il ity . 

Aus t ralia t ends to underrate her capacity to exert 
leverage on Indonesia ' s  developmental policies . As a rela
t ively non-threat en ing ' middle power ' Australia has cons ider
ab le acceptab ility and freedom of manoeuvre in her deal ings 
with As ian coun tries , and without going into the merit s or 
otherwis e o f  the ir specific p rograms , one can draw a partly 
appropriat e analogy with the Scandinavian countries . They 
have exert ed an influen ce internat ionally in relat ion to 
development issues quit e disproport ionate to the ir s ize and 
po lit ical s t ren gth , essen t ially through the force and qual ity 
of their ideas . Once it becomes clear to Indones ian author
it ies that Australia will ins ist that programs she supports 
mus t have a demonst rab le impact on employment and in come 
dist ribut ion , in due course they are likely to acconnnodate 
Aus t ralian preferences and respond with appropriate request s .  
Unfortunately , there app ears to b e  lit t le llllderst anding or 
int erest in such issues within the relevant policy-making 
sect ions of the Aust ralian bureaucracy , whose thinking is 
st ill largely dominated by conven tional , growth-oriented 
capit al i st ideology . Even durin g the Whi tlam period lit tle 
att empt was made to spell out the pract ical imp licat ions of  
official redist ribut ion ist policies , probably owing to a 
combinat ion of b ureaucrat ic inert ia and llllcertainty about 
Indones ia ' s  respon s e .  

I t  could als o  b e  argued that some reduct ion in the 
emphas is which Aus t ral ia places on close diplomatic ties 
with Indones ia might in fact pro duce a more relaxed relat ion
ship between the two collllt r ies and con sequently an improved 
environmen t for e ffect ing policy re forms . This process could 
well be ass isted by Aust ral ia diversifying her relat ions with 
other previously neglected collllt ries in As ia , Africa and the 
Pacific . ( In view of her ob sess ion with ' geo-polit ics ' and 
maintaining open lines of connnllll ication with Europe , 
Australia ' s continuing neglect o f  the Indian sub-con t inent 
seems difficul t t o  explain . )  Nevertheless , in view o f  past 
investment of  effort , the case for Indones ia retaining a 
high priority in Australia ' s  overall developmen t as sistance 
pro gram is  s t ron g .  A greatly expanded overall aid effort 
would b e  neces sary for such a st rategy to be feas ib le . On 
the b as i s  of current p atterns , sub st an t ial increases in frmds 
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would be requi red , though the budget ing implicat ions o f  more 
redis trib ut ive aid and development priorit ies are unclear at 
this st age . 

In the lon ge r term , poli cy-makin g will need to take more 
accoun t  of the issue of ' reform versus revolut ion ' .  In the 
case of  Indones ia , howeve r ,  the lack o f  substan t ial middle 
ground between supporters and opponent s of the Suharto 
government makes it hard to come to grips with this quest ion . 
I am conscious , along with Gunnar Myrdal and Chenery e t  al . 
( Chapter 6 ) , of proposin g  reforms to be implemented through 
establ ished power st ructures as s is ted by a presumably en
lightened ' public opinion ' . While this no doub t  reflects  a 
pe rsonal ' left lib eral ' b ias , the issue al so hinges on j udg
men ts about the likely trend o f  even t s  in Indonesia . 

On the bas is of  the analysis in Chapter 6 ,  it seems 
clear that both the external and internal bases of suppo rt 
for the present government are being eroded . While the speed 
at which this pro cess is occurring may be hard to grasp , 
there is no thing obvious in s ight which might reverse it . 
The mo st likely t ime for maj or  changes is in the early 1980s 
when the external deb t cris is should reach its height , the 
present ' 1945 ' generat ion of senior  military b ecome due for 
ret irement , and elect ions due in 1983  begin to loom large . 
However ,  it do es not necessarily follow that a dramat ic over
throw of the presen t  regime will occur . As a result o f  
increas ing social fragmentat ion , a statemate may develop 
such that this government or it s suc cessor , while retain in g  
power in a fo rmal sense , will find the ext en t  o f  their 
polit ical control greatly weakened . 

Most Austral ian diplomat s would find the ir worst fears 
of ' instability ' ful filled if such a picture proves to be 
even moderately co rrect . The problem that will face Aust ralian 
policy-makers in the 19 80s is that the several maj or con
fl ict ing t rends of development des cribed towards the end of  
Chapter 6 are l ikely to be o ccurring s imult aneously , requirin g  
a flexible respon se b y  count ries friendly to Indones ia . I t  
is obviously des irable f o r  Aust ralia t o  distance herself from 
involvement in Indones ia ' s  several potential ' mini Vietnams ' ,  
though cont inued s upport for her current development st rat egies 
will make this increas ingly difficult . Al ternativel y ,  failure 
to achieve an adequate shif t  in the direct ion of Aus t ral ian 
policies in the n ear future could necessitat e  a more painful 
b reak with Indones ia at some later s t age . 
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Indonesian s tudents  and trainees in Aust ralia,  1966-76 , by year and course 

Studen ts -
secondary educat ion 

Humanities 

Educat ion 

Fine Art s  

Law 

Social sciences 

Economics 

Natural sciences 

Engineerin g  

Medical sciences 

Agricult ure 

Other and unspe cified 

Total students  

1966 196 7 1968  1969 1970  19 7 1  1 9 72 19 73  1974  1 9 75 1976  

7 

14 

1 

1 

2 

4 

1 

7 

2 3  2 1  2 3  1 6  

2 

2 2 

2 3  15 8 

2 

4 

2 

2 1 

1 7  2 4  

18 14 

1 

1 

2 

12 

86 

17 

19 

2 

54 

79 

4 

11  

72  64  

68  80  

6 

9 

8 

10 

34 

71 

14 

9 

2 9  28 18 18 23 28 42 31 31 34 32 

140 121 9 7  86 72 51 5 3  62 49 33 31 

1 7  26 15 12 11 11 14 8 9 14 16 

3 7  33  27 2 3  27 33 39 36  35 43 43  

2 1 2 

2 9 2  250 194 1 7 1  1 74 164 2 84 2 86 2 8 1 ' 2 86 250 
------ ---- ·-------·- --- -- --

Trainees -

Planning and 
adminis t ration : 

a . Economic plann ing 
b . Public 

administrat ion 

Public utilities 

Indus try 

Trade 

Agricult ure 

Health services 

Educat ion 

Social services 

Mult i-sector and 
unspecified 

4 3 11 6 5 2 3 1 1 

7 

4 

6 

8 

5 11 14 16 25 1 7  13 11 10 8 

20 50 2 9  30 50 34 2 8  15 19 3 7  

11 19 20  2 1  36  2 1  24 1 2  23  2 3  

2 5 5 

1 5 9 6 

19 12 14 17 

7 7 3 22  

2 1 4 9 

5 2 

11 15 10 4 

25  2 6  3 3  1 6  

12 30 52 38  

69 76 25  12 

8 6 13 1 

1 12 

4 3 

12 9 10 

31 28 26 

10 13  12 

7 6 6 

2 

Total t rainees 58 71  12 6 130 198 266 208 14 9 104 111 12 3 

Total award holders 350 321 32 0 301 3 72 430 492 4 35 385 397  3 7 3  

- - ----- -·---- ·------------
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A que s t ionnaire was o f f ered in 19 7 3  and 1975  to Co lombo  Plan 
personnel wor�ing on the Bo ga r Wat e r  ?upp ly � ATM , AFTN and Cimanuk and 
Serayu River surveys . 

Quest ion s relat in g  to Aus t ral ia ' s  aid p rogram in Indonesia were 
i den t ical with tho se given to  CAA groups  (Appendix VI ) a::,d b us inessmen 
(Appen dix I I I ) . Other quest ions  relat ed t o  ini t i al b r ie f in g  and orien t
a t ion ,  t rain in g  respon s ibilit ies , a t t i t udes towards Indonesian associates , 
social con tacts  an d lan guage experience . Di f fi cult ies were expe rienced 
in ob tain in g responses , only 18 b e in g  re ce ived ; 1 1  of these were f rom ATM 
personnel (out of a possib le 2 8  workin g on this  p roj e c t  in 1 9 75 ) . The 
sample is too small to be s t at is t i cally valid  and only uns caled respon ses 
have been con s idere d .  However ,  the commen t s  of ATM personnel p robab ly 
represen ted a fair  samp le for  t hat proj ect , an d are o f f ered as sugge s t in g  
possib l e  intere s t ing l ines o f  inve s t igat ion to other researchers . Inter
views were conducted with all t h ree leade rs � ince the proj ec t ' s  incept ion 
and with  re levan t  senior  PMG personnel in Aust ral i a .  
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Ques t ionnaire to Aus t ralian compan ies 
with int erests or potent ial interest s  in Indonesia 

The survey was conducted in 1972- 7 3 . A total of  103 compan ies res
ponded out of some 260 approached . Sources used included membership of  
the Aust ralia Indon esia Bus iness Cooperat ion Committee , membership of 
t rade mis s ion s , Trade Commission (Jakarta) list s o f  companies , attendance 
at relevant seminar s ,  et c .  Companies varied in their stage of involvement 
in Indones ia .  Some were al ready involved in trade or investment , some 
were in process of nego t iation and others at preliminary stages o f  
assessing prospects , though i t  was n o t  cons idered possible ( o r  necessary ) 
to catego rize companies on such a basis . 

* 

73 companies were en gaged in manufacturing 
S* companies were engaged in min in g and oil explorat ion 
9 companies were designers / con tractors in the building indus try 

19 companies were con sultants  in various fields ranging from 
engineerin g to management 

13 companies were en gaged in advert ising , banking and other services 
5 compan ies were involved as suppliers 

(N . B .  Some companies are involved in more than one type of  act ivity) 

This category was under-represen ted in this survey ; c f .  Tab le 9 ,  p . 1 02 

The quest ionnaire requested informat ion and opin ion on such is sues 
as type of company organizat ion adopted , market prospects , ext en t o f  
Indonesian shareholdin g ,  j oint ven tures , t raining o f  Indones ian personnel , 
s trengths and weakn esses o f  Indonesian personnel ,  role of Indones ian 
language , problems o f  conducting business in Indones ia,  use of local 
skills and sources of supply , contact  with local inst itut ion s and services 
required from the Aus t ralian and Indones ian government s .  Quest ions on 
Aust ralia ' s  aid program to  Indonesia (Quest ions 2 4-30) were identical with 
those put to Commun ity Aid Abroad b ranches ( c f . Appendix VII ) . Companies 
were also asked about any direct involvement which they might have had 
with the aid p rogram. 

Most quest ions were o f  an open-ended , descriptive type but a number 
of scaled questions were included . Compan ies were asked to  give the ir 
assessment of the following questions on a S cale 1 to 7 :  

Quest ion 

5 (b )  

Mean Number o f  
average companies 

score !esponding 

Joint part icipat ion with an Indones ian 4 . 86 96  
company as  either not  neces sary ( 1 )  or  . 
essent ial ( 7 )  for the  purposes of building 
good relat ions with the Indonesian 
government 
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6 (b )  

7 (b )  

9 (b )  

lO ( b )  

14 (b ) 

16 ( iv) 

1 7 (b )  

18 (b ) 

19 (b )  

20 (b )  

* 
2 5 (b )  

* 
2 7 (b )  

2 9  

* 
30 (b )  

Dit t o  for the purposes o f  tran sac t ing 
business in Indonesia 

Dit t o  for the purposes of  obt aining 
effec t ive in ternal operat ion and manage
men t of an en terprise in Indonesia 

Training o f  Indonesians fo r senior 
managemen t positions as either not 
neces sary (1) or essential ( 7 )  for the 
purpose o f  building good relat ion s with 
the Ind ones ian gove rnment 

Dit to for the purpose o f  transact ing 
business in Indonesia 

Pre ference for us ing  t raining Aust ral ians  
(1 )  or  trained Indonesians ( 7 )  for 
marketing managemen t in Indonesia 

Mean 
average 

score -- --
4 . 11 

3 . 9 3 

4 . 8 7 

4 . 4 7 

4 . 6 8 

Opt imistic ( 7 )  or not opt imist ic ( 1 )  5 . 12 
about market ing prospects in Indonesia 

Learning Indonesian language by Aust ralian 5 . 49 
personnel residen t in Indonesia not 
necess ary (1) or essential ( 7 )  for the 
purpo se of building satis factory social 
relat ions with Indones ians  

Dit to fo r the purpose o f  transacting 4 . 5 8 
business in Indonesia 

Dit to for the purpose of ob t a ining 5 . 15 
effect ive internal operat ion and man age-
men t of  an enterprise in Indonesia 

Business dealings as more difficult ( 1 )  3 . 30 
or les s difficult ( 7 )  than o ther South-
east Asian count ries 

Not at all necessary ( 1 )  or  absolutely 
essential ( 7 )  that Aus t ralian aid pro
grams to  Indone sia should possess a 
recognizab le Aus tralian iden t ity 

Aus t ralian aid p rograms to Indones ia 
should be en t irely t ied (1) or  unt ied 
( 7 )  to purchases f rom Aust ralia 

Extent t o  which Aust ralia should supply 
more ( 7 )  or  les s  ( 1 )  aid to  Indonesia 

Aus tral ian aid should be  channelled via 
b ilateral ( 1 )  or  mult ilateral ( 7 )  
channels 

5 . 53 

3 . 33 

5 . 46 

2 . 40 

Numb er o f  
companies 

responding 

93  

89 

83  

83 

66  

84 

88 

85  

7 9  

74  

7 9  

8 4  

8 0  

7 8  

* For an x2 comparison with responses o f  C AA  branches s ee Appendix VI . 



�pendix IV 

Aus tralian-Indonesian j oint ventures 

Capital US$ 
Ac tivity Aus t ralian investor Local partner ( s )  and year of  

--------- -- -- -- - ____ _ _ _ _ _ _ _ _ __ _ _ _  a_£.E!ova_!__ 

Sweetened 
condensed milk 

Shoe polish 

Steel cont ainers 
( drums and pails) 

Collapsible tubes 

Asbes tos cement 
sheet 

Cold s torage dry 
ice and ice-cream 

Glass manufacture 

Pharmaceut icals 

Dredging 
contractors 

Motor vehicle 
batteries 

Print ing ink and 
adhes ives 

Air taxi/ charter 

Agricultural tools 
(hoes) 

General mining 

Air taxi/ charter 

Tin mining 

Aus t ral ian Dairy 
Produce Board 

Kiwi Polish Pty 
Limi ted 

Rheem (Aus t . ) 
Indus try Pty Ltd 

PD Marison NV 750 , 000 
( 196  7 )  

Co . Pens ion Fund 300 , 000 
as t rus tees ( 19 6 7 )  

Joint venture with 2 5 0 , 000 
Indones ian government ( 196 9 )  

Impact Internat ion- Mr Suj itno Sukirno 160 , 000 
( 1969 )  al Pty Limi ted (Ex-Ambas sador)  

James Hardie 
Asb es tos 

Brit ish Tobacco 
Co . (Aus t . )  Ltd 

PD Karya Jasa 

Mr Ghen Wa Tek 

Aus t ralian Consoli- Mr B. Hasan 
dated Incust ries 
Lt d 

Nicholas P ty Ltd 
(j oin t  with Parke 
Davis & Co . o f  
Det roit , USA) 

Wes tminster Dredg
ing Aust ralia Pty 
Ltd 

Century Storage 
Bat tery Co . Ltd 

Sidney Cooke 
Chemicals Pty Ltd 

Saatas Pty Ltd 

Vickers Hadwa 
P ty Limi ted 

Tropic Mineral 
Holding Pty Ltd 

Airfast Services 
Pty Ltd 
Broken Hill Pty 
Co . Limited 
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Miss K .  Diapari SH 

PN Waskit a  Karya 
( s tate owned) 

PT Sumber Selat an 
Tradin g Co . ( 5 5 : 45%)  

NV Pan tj asona 
( 9 0 : 10% ) 

PT East Indonesia 
Air Taxi ( 80 : 2 0% )  

P T  Pioneer Trading 
Company 

Contract of work 

PT Safari Air 
(80 : 2 0%)  
Cont ract o f  wo rk 

400 , 000 
( 19 6 9 )  

1 , 600 , 000 
( 19 7 0 )  

4 , 500 , 000 
( 19 70 )  

1 , 2 81 , 000 
( 1970 )  

100 , 000 
( 1 9 7 0 )  

600 , 000 
( 1 9 7 1 )  

5 50 , 000 
( 19 7 1 )  

2 00 , 000 
( 1 9 7 1 )  

500 , 000 
( 1 9 7 1 )  

1 , 160 , 000 
( 19 7 1) 

5 00 , 000 
( 1971)  

2 0 , 000 , 000 
( 1 9 7 1 )  



2 10 

Act ivity Australian investor 
Capital US$ 

Local partner ( s ) and year of  

- ·- - - ·-- - ---- - ---- _ ____ _ __ apero_v_c:il_ __ 
Tin mines 

Indus t rial gases 

Me tal windows and 
doors 

Const ruct ion ,  
con trac t ing 

Alumin ium 
ext rus ion 

Lead oxide , batt ery 
plates and 
componen t s  

Ready-mi xed 
con cre t e  

Prefab . buildin g  
and hous in g 
componen t s  

Assemb l in g  elec
trical app liances 

Fishing and cold 
storage 

Kay'-'. Ara Min ing 
Corp . (Blue Me tal 
Indust r ies and CSR 
Co . Limited ) 

The Commonweal th 
In dus trial Gases  
Ltd  

( a ) Guthrie & Co . 
P ty Ltd 

(b ) Chris Turner & 
S co t t Pty Ltd 

Le ighton Contract 
ors Pty Ltd 

Comalco Aus tralia 
Limited 

Sims Con solidat ed 
Limi ted 

Con t ract of work 

( a) PN Zaatas 
(b) PN Asam Aran g 
State Ent e rprises  
( 6 5 : 35% )  

PT Sumber  Selatan 

PT As tra Int er
nat ional In c .  
( 6 0 : 40% ) 

Mr Liem Tian g  

PT Pembangunan 
Jaya ( 6 0 : 40% ) 

( a) B lue Me tal I�d . PT Pembangun an 
(b ) CSR  Co . Limited Jaya 

Pe rmawall Manuf ac
turing ( Qld ) Pty 
Lt d 

De ltech Int e��a
t ional Pty Ltd 

M . G .  Kailis  Gul f 
Fisheries Pty Ltd  

PT Amanat 
PT Harkri sma 
(40 : 60% )  

C V  Patuha Boger 
Wes t  Java 

PT Dharma Aru 
( 70 : 30% ) 

Supporting s e rvices Vickers Ruwolt PN Pertamina 
for o il dril l ing Aust ralia Pty  Ltd 

Rigid PVC pi�es 
and f i t t in gs 

General 
contracting 

Asbestos , cement , 
p ipes and fit t ings 

Corrugat ed fibre
board con tainers 
and fit t ings , 
planks and boards 

Vinidex Tub emakers 
Pty Limi ted 

J .  O ' Clough & Son 
P ty Ltd 

James Hardie 
Asbes t os Limited 

PT Salim Economic 
Development Corp . 
( 6 0 : 40%)  

P T  Erba 
( 5 0 : 50% ) 

( a )  Mr Tandiono 
Manu 

(b ) Mr San to so 
Harso Kusuma 

(a)  Aus t ralian Con- Mr Pri�adi 
solidated Ind . ( 9 0 : 10% ) 

( b )  S t  Regis Paper 
Corp . (USA) 

5 , 000 , 000 
( 19 7 1 ) 

2 , 060 , 000 
( 1 9 7 1 )  

300 , 000 
( 19 7 1 )  

L OOO , OOO 
( 19 7 1 ) 

1 , 700 , 000 
( 1 9 7 1 ) 

407 , 500 
( 1 9 7 2 ) 

1 , 000 , 000 
( 19 72 ) 

500 , 000 
( 19 7 2 ) 

2 , 000 , 000 
( 1 9 7 2 ) 

750 , 000 
( Feb . 19 7 3 )  

500 , 000 
(Apr . 19 7 3 )  

900 , 000 
(May 1 9 7 3 )  

500 , 000 
(May 19 7 3 ) 

2 0 , 000 , 000 
(June 197 3 )  

1 , 2 50 , 000 
(Oct . 1 9 7 3 )  



Act ivity 

Co rrugated galvan
ized building 
mat erials 

Concre te roo f 
t iles , blocks , 
drainage p ipes 

Adhesive glue 
pas te 

General 
cont rac ting 

Integrated 
steel mill 

Fire ext inguishers 

Sugar refinery 

Building 
con tractor 

Steel pipe 
fittings 

Zinc oxide 

Automot ive parts 
(clutch/brake) 
Consul t ing 
engineer 

Welding wire mesh 
and cold rolled 
sect ions 

Aus tralian investor  

( a)  ARC Ind .  Ltd 
Australia 

(b ) John Lysaght 
Ltd Aust ral ia 

Local partner ( s )  

PT Freys sinet 
( 90 : 10% ) 

( c )  Hall En gineering 
(Holdings) Ltd 
England 

Concrete Industries PT Lima Satu 
(Mon ie r) Aus t ralia 

(a) Davis Consoli
dated Indust
ries Ltd 

(b) Island Invest
men t Pty Ltd 

John Holland 
(Holdin gs ) Ltd 

Sims Consolidated 
Lt d (Australia) 

Wormald In terna·
tional (Aust . )  Pty 
Ltd 

Tarnp irp Pty Ltd 
Frank Kostenak 

Manchil Pty Ltd 

Tubemakers o f  
Aus t ralia Ltd 

( a) The Lysaght 
Durham Chem. 
Co . (Aust . )  

(b ) William Jacks 
Hong Kong 

Repco Limited 

Stephenson & 
Turner 

B . R . C .  Lysaght 
( j oin t  venture)  

(a)  CV Nat ional 
Indust rial 
Adhes ive 
Supply 

(b)  Mr Barry S .  
Diah 

( 75 . 5 : 2 4 . 5 % )  

( a) PT  Widj aj a
kusumah 

(b)  Lt Gen . Ibnu 
Sutowo 

( 6 0 : 40% ) 

PT Sumber 
Sedj ahtera 
( 75 : 2 5% )  

Firma Bayu Santosa 
( 80 : 2 0% )  

PT Marison 

P t  Indra 

NV Bakrie & 
Brothers 

Mr H. Wilson 

PT Sumber Selatan 

PT Gabah Laras 

n . a .  
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Capital US$ 
and year of 

�o�--

1 , 800 , 000 
(Aug . 197 3) 

1 , 2 9 3 , 000 
( Sep t .  1 9 7 3 ) 

370 , 000 
( Oct . 1 9 7 3 )  

1 , 000 , 000 
(Oct . 197 3) 

18 , 000 , 000 
(Nov . 19 7 3 )  

5 5 0 , 000 
( Feb . 19 7 4 )  

15 , 600 , 000 
( Feb . 1974 ) 

500 , 000 
(April 19 7 4 )  

4 , 94 3 , 000 
(June 1 9 7 4 )  

52 6 , 000 
(March 197 4 )  

1 , 150 , 000 
( 1 9 7 4 )  

300 , 000 
( 1 9 7 4 )  

( 19 7 4 )  
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-- ----- - - --- --- -- -- -- - - - - - - --- - -- -- - - - --- -- - -
Cap

-
italUS$ 

Activity Aus t ralian inves tor Local partner ( s )  and year o f  

_ _ ____ _ _ _ _ _ __ _ __ _ _ ___ _ __ _ _ _ _ _ _ _ _ ____ _ _ _ _ _  

approval __ _ 
Manufac t ure of  
corrosion prevent
ing products  

Off i ce 
con s t rue t ion 

Dimet V ic toria 
Limi ted 

V . S . L .  Pre
s t res s ing (Aust . )  
Pty Ltd 

Dr s San toso 
Harsokusumo 

P .  T. Capitol 
Mutual 
Corporat ion 

75% equity 
( originally) 

( 19 7 4 )  

Source : Department o f  Ove rseas Trade ; cf . also Senate S t anding Commi t t ee 
on Indus t ry and Trade 19 7 5 : 15 7-9 . 

n . a .  No t ava ilab le 



Appen dix V 

Survey of �ect_ �elect ion in three cen tral Java villages 
assi sted by Chr i s tian Foundat ion for Public  Health (�AKKUM�l� 

The survey was conduc ted between March and June 197 3 .  In te rviews 
were conducted by a Javanese speakin g  ( 5 -y ear trained ) graduat e in rural 
social scien ces from the Faculty of Economics , Gaj ah Mada Univer s ity , 
Jogyakart a .  Bas i c  data were supplied by YAKKUM an d local authorities . 

Apart from the head o f  the village , t en to twelve people were 
in terviewed in each of  the three vi llages , in cluding village o f f icials , 
teachers , farmers , f a rmers ' wives and agricultural labourers . 

Question s did not  follow a rigid sequence , but essen t ially villagers 
were asked to iden t i fy proj ects  which had been undert aken during the 
period 1969- 7 3 , how the proj ects  originate d ,  the types of discuss ion 
whi ch o ccurred , reasons  for the proj ect ' s  select ion , what assistance had 
b een received from outs ide the village , whether the proj ect had been 
e ffec t ive and b eneficial . Responden ts were also asked to assess their 
own role in relat ion to var ious proj ec ts . 

Bas i c  data relating to the three villages surveyed are as follows : 

( 1 )  Boyolayar village i s  approximately 40 kilomet res to the north 
o f  the city of Solo , about 8 kilomet res from Sumberlawing in kabupaten 
Sragen . The village is very i solated . At the t ime o f  the survey there 
was no road transport , though a road link was bein g  p lanned . The village 
pos sessed only one mule and four radios . The area is hilly and the soil 
mos t ly hard limeston e .  The main crop is  cas sava and only a small pro
port ion of land is  devot ed to rice paddy . 

rice paddy 19 ha 
dry land 2 75 ha 
hous e garden 40 ha 
woodland 2 7 1 ha 

tot al 605 ha 

As a consequence the population is fairly small , con s i s t in g  of 7 7 1  males 
and 850 females . There are no irrigat ion facilities . There i s  one 
primary s chool , bui l t  with funds from CAA, but there are few t extbooks 
and mos t  of the teachers live outs ide the village . 

Altogether , livin g  s t andards are ext remely low. The development 
proj ects mos t  likely t o  make an impact in this area are related to goat 
b reedin g  and experimental pas t ures (rurrrput kolonjono) conducted by YAK.KUM 
and the gove rnment ' re-green in g '  (penghijauan) program. 

( 2 ) Location o f  Begaj ah Village : in kab upaten Sukoharj o ,  6 kilo
metres to  the south of the c ity of Solo , along the main road to Wonogiri . 
Communicat ions are good . Condit ion o f  the soil is goo d  and mos t  land is  
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used for r ice or house  garden s .  

Area of rice fields 
Area o f  dry land  
Area o f  house gardens 
Other 

Total 

18 3 . 8  ha 
16 . 4  ha 
8 0 . 3 ha 
3 1 .  5 ha - - �- - - -

3 1 2  ha - - -- - ----

Populat ion : male 2 004 
female 

To tal 

2125  

4 1 2 9  

I rrigat ion channels  s eem i n  good condit ion . During the dry season they 
can irrigate 75 ha . There are two primary s chool s . Hous in g condit ions 
seem sat i s facto ry relat ive to the general standards o f  the region . Some 
better o f f  farmers were buildin g  brick homes at the time of the survey . 

( 3 )  Kadilaj o Village is 38 ki lome c res west of the city of Solo , 10 
kilome t res north from the main road to Jogyakar ta , in the kabupaten of 
Klaten . The area is on e of  rich vo lcan i c  soil at the foot of Mt Merapi . 

Are :l o f  rice fields 1 3 7 .  5 ha Populat ion : male 1324  
Area o f  house gardens 5 5 . 5  ha female 1510 
Other 6 . 0  

Total 2 8 34 ---- -
Total 199 ha - - --

Irrigat ion channels seem in good condit ion , the re is sufficient water an d 
during the dry season the area o f  irr igated paddy field is app roximately 
100 ha . 

There is a kindergar ten , a p rimary school an d a family health pro
gram. Hous ing condit ion s and gene ral standard o f  l iving o f  the populat ion 
seem fair . Tran sport facilit ies are inadequate . There are only five 
mo tor  cycles  an d two horses and cart s , although the condit ion o f  roads an 
an d bridges is sat isfact ory . ( The village would probably bene fit greatly 
f rom some type of communally owned bus , van or  opele t . ) 

( 1 )  �oyol<!.Yar 

( a) { Replan t ing)  - This is a gove rnmen t program for safeguarding 
marginal lan d  in a crit ical condit ion . 

(b ) Proj ect for goat rearing - the in it iat ive came f rom YAKKUM as 
part o f  a ' s cheme for rai s in g  people ' s  incomes . 

( c ) S chool building - decision to build the s chool came f rom the 
people and YAKKUM suppl ied aid . 

( d )  Collect ion o f  stones t o  build the road - in it iat ive f rom the 
Kecamatan autho rit ies . 

( 2 )  Begaj ah 

Init iat ive for a model house c ame f rom YAKKUM usin g  a s tyle o f  
housebuilding  which fulfilled all necessary health condit ion s .  Village 
leaders used the proj ect as eme rgen cy relief to help a man whos e  house 
had b lown down in a hurricane.  Maint en an ce was subsequen t ly neglected . 

The second primary s chool in Begaj ah : init iat ive came f rom the 
people in the a rea who persuaded the village o f ficials to act . 



Building o f  a. water s luice gate at Plumcung : init iat ive came from 
farmers . 
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For other irrigat ion proj ects the init iat ive came from a Village 
Development Coilllllittee  estab lished within the f ramework o f  Dalam Negeri ' s  
o f f ic ial program for rural development ( Pemb arigunan Masyarakat Desa) . 

( 3) Kadila� 

The dam proj ect and irrigat ion at Cililing seems to have b een b ased 
on popular init iat ive , though at the t ime of  the survey long periods of 
delay had b een experien ced . 

Health clinic - popular in i t iat ive , but eviden t ly st imulated by 
YAK.KUM . Some opposit ion from Moslem groups . 

Irrigat ion channels - initiat ive from village o f ficials and 
YAK.KUN fo llowing a s urvey of the n eeds o f  the area . 

Road widen ing - init iat ive f rom village o f ficials as part o f  the 
pro gram for giving the village a ' face- l if t ' . 

Clearing  rocky soil  for rice fields  - in it iat ive f rom the Camat o f  
Karangnongko . The proj ect is intended as a pilot study for tes t ing the 
advantages o f  us ing rocky soil  for sowing r ice seed or developing 
f i sheries . 

General comment 

Involvemen t o f  villagers other than o f f icial s in planning and dis
cus s ion varied con siderab ly f rom one proj ect to  anothe r .  I n  general , 
partic ipat ion is not great , but it appeared t o  b e  highest in the most  
pro sperous village o f  the  three - Begaj ah - and least  in the  poorest 
village , Boyolayar . Mos t  pos it ive popular involvement seems t o  have 
occurred in relat ion to  s chool buildin g  proj ect s .  



Appendix VI 

Survey of Connnunity Aid Abroad b ran ches 
which have s upported proj ects  in Indonesia s ince 1966  

The survey was conduct ed in 1 9 7 2 . Forty-nine CAA b ranches were con
tacted p lus f ive as sociated Rot ary group s . Of the comb ined groups , 
thirty-seven responded , p lus one individual member of the N SW Exe cut ive 
of CAA . Groups were asked t o  give a collect ive an swer , drawing to the 
best ext ent pos s ib le on members who had knowledge o f  the group ' s  invo lve
ment in the releva1 t proj ect ( s ) . Mo st quest ions were o f  a descript ive , 
open-en ded type and were con cerned with reasons  for selec t in g  part icular 
count ries for support an d types o f  proj ect p re ferred ; sources o f  in fo rm
at ion about proj ect s ,  about Indonesia an d ab out developmen t issues  
generally ; the ext ent to wh ich group s dis cus sed developmen t prob lems in 
Indonesia ( as dis t inct from fun d-rai s in g) , the respect ive role o f  CAA 
o f fi cers and local people in in it iat ing proj ect s and the e f f ic ien cy ,  
use f ulness and pos s ible extension o f  p roj ects  in Indones ia . Quest ion s 
rela t in g  to aid were iden t i cal with those  to bus inessmen ( Appendix I I I ) 
relat ing to st rengths and weaknes ses , terms an d con di t ions , chann els for 
disbursement and general charact eristi cs . 

CAA ' s in ten t ion i s  t hat its  b ranches ,  by selecting p roj ects  for 
suppo rt , will ident ify with the n eeds o f  the specific  group they are 
ass is t ing , thereby gainin g  a better general underst andin g  of  developmen t 
issues . However , this  s urvey indicated that mos t  energies are devoted 
to fund-rai s ing , that  l it t le t ime is devo ted to discuss ion o f  developmen t 
problems and that access to in format ion is very limit ed . Nevertheless , 
most groups expressed  definite  op in ions about the main problems con 
fron t in g  Indones ia . ( Th is picture may have changed s ince t h e  t ime o f  
the survey , s ince CAA and NGOs generally have st epped u p  their e f forts  
in  development educat ion . ) 

Group s  were asked t o  give their asses sment o f  the followin g  
quest ions o n  a S cale 1 to  7 :  

1 3 ( ii )  

14 (ii )  

1 5  ( ii )  

Mean 
average 

CAA o ff ice rs should ( 7 ) or  should not ( 1 )  3 . 5 8  
play an act ive advisory role with regard 
to t echn ical and managerial aspect s of 
CAA supported proj ect s  in Indonesia and 
o ther aid- receiving count ries 

Dit to  advis ory role in the definit ion 4 . 13 
and init iat ion o f  p roj ect s 

Selection o f  p roj ect s  more influenced by 2 . 81 
character is t ic s  of the p roj ect ( 1 ) or by 
a general interest in Indon esia ( 7 ) 
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Number of  
branches 

33  

32 

3 1  



2 1 7  

Question 
Ques t ion 

Mean Number of 
average branches 

s core respondin_g_ 

16 ( ii )  

1 7 ( i i)  

18 ( i i)  

19 ( i i )  

2 0  

24 ( i i)  

2 5 ( i i )  

2 7  

2 9 ( ii ) 

Select ion o f  proj ects  inf luen ced more by 2 . 79 
effective operat ion of the proj ect  ( 1 )  
o r  b y  i t s  potential impact in mo t ivating 
Australians ( 7 )  

Dis cuss ions held regularly ( 7 )  o r  not at 1.  7 7  
all ( 1 )  on problems o f  economic develop-
men t in Indonesia 

Dit t o  on prob lems o f  economic developmen t 1 . 6 1 
related to the proj ect ( s )  supported by 
the group in Indonesia  

Proj ect ( s )  suppor ted by the  group in 5 . 7 9 
Indonesia operatin g  ef fic ien t ly ( 7 )  or 
not e f f ic iently ( 1 )  

Proj ect ( s )  supported b y  the group in 5 . 72 
Indonesia useful ( 7 )  or not useful ( 1 )  
a s  a wo rkin g part o f  the local economy 

Not at all necessary ( 1 )  or ab so lut ely 3 . 15 
essent ial ( 7 )  that Aus tralian aid pro-
grams to  Indonesia should possess a 
recogn izab le Aus tralian ident ity 

Aus tralian aid pro grams to  Indonesia 5 . 8 3 
should be en tirely t ied ( 1 )  o r  unt ied 
( 7 )  to purchases from Aus tralia 

Ext ent  t o  which Aus tralia should supply 6 . 1 1  
more ( 7 )  or  less ( 1 )  aid t o  Indonesia 

Aus tralian aid should be channelled via 4 . 36 
b ilateral ( 1 )  or mult ilateral ( 7 )  channels 

33  

30  

3 1  

2 9  

2 5  

2 7  

30 

2 7  

2 2  

Chi- square <x2 ) tests  were undertaken t o  compare respon ses between 
bus iness  companies ( c f . Appendix I I I )  and CAA branches , on quest ions 
relating  to Aust ralian aid ,  us ing the Median Test . l The result s confirm 
that the two groups  hold s i gn i f i cant ly different views . 

Tied v .  non-tied aid ( Bus ines s  - Quest ion 2 7 (b ) ; 
CA.A - Ques t ion 2 5 ( i i ) ) 

Aid should/ should not  posse s s  a recogn izable 
Aus t ralian iden tity (Bus ines s  - Quest ion 2 5 ( b ) ; 
CA.A - Ques tion 2 4 ( i i ) ) 

Australian aid should be  channelled bilaterally/  
mult ilaterally ( Bus ines s  - Quest ion 30 (b ) ; C AA  -
Ques tion 2 9  ( ii ) ) 

2 x__ycor� 

16 . 3 3 

2 3 . 11 

7 . 07 

Level o f  
s ignificance 

. 001 

. 001 

. 0 1 

1 .  S . S . S iegel , Non-parame tric Statis tics for the Behavioural Sciences , 
New York , McGraw-Hill , 195 6 ,  p . 111 . 
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