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Subcommittee met at 9.02 a.m.

CHAIR—I declare open this public hearing on Australia’s relationship with Indonesia. The
Foreign Affairs Subcommittee last looked at the bilateral relationship between Australia and
Indonesia in 1993. There have been enormous changes in the political, social and economic
landscape of Indonesia since that review. Our focus in this inquiry is on building a relationship
that is positive and mutually beneficial. As part of this review we will review the political,
strategic, economic, social and cultural aspects of the bilateral relationship, considering both the
current nature of the relationship and the opportunities for it to develop. We have received a
large number of substantial submissions to this inquiry from a range of organisations, including
government agencies, schools, universities and non-government organisations with an interest
in aid and human rights, and from individuals.

We look forward to deepening our understanding of the political, economic and cultural
dimensions of Australia’s relationship with its largest and most influential neighbour. Our
histories and cultures are very different and now more than ever it is of the utmost importance
that Australia and Indonesia have a mature, respectful and mutually enriching dialogue.
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[9.04am.]

DOYLE, Mr Peter, Director, People Smuggling, Refugees and Immigration Section,
International Organisations Branch, Department of Foreign Affairsand Trade

ENGEL, Mr David, Director, Indonesia Section, Department of Foreign Affairsand Trade

FRENCH, Dr Gregory Alan, Assistant Secretary, Legal Branch, Department of Foreign
Affairsand Trade

HUTCHESSON, Mr Bryce, Assistant Secretary, Anti-Terrorism and Intelligence Policy
Branch, Department of Foreign Affairsand Trade

MORIARTY, Mr Greg, Assstant Secretary, Maritime South-East Asia Branch,
Department of Foreign Affairsand Trade

RAWSON, Ms Jennifer, First Assistant Secretary, South and South-East Asia Division,
Department of Foreign Affairsand Trade

REID, Ms Tracy Fay, Acting Director, Consular Information and Crisis M anagement
Section, Consular Branch, Department of Foreign Affairsand Trade

CHAIR—On behalf of the subcommittee | welcome the representatives of the Department of
Foreign Affairs, Defence and Trade. Although the subcommittee prefers that all evidence be
given in public, should you at any stage wish to give any evidence in private you may ask to do
so and the subcommittee will give consideration to your request. Although the subcommittee
does not require you to give evidence on oath, | should remind you that these hearings are legal
proceedings of the parliament and therefore have the same standing as proceedings of the
chambers themselves. | now invite you to make an opening statement.

M s Rawson—I think you have our submission. It covers all the main issues in the bilateral
relationship for which the Department of Foreign Affairs and Trade has responsibility. At this
stage | only wish to note that the submission was prepared several months ago so, of course,
there have been some developments since then that may arise in our discussions or mean that
the submission in some places is slightly out of date. But the developments have not changed
the fundamentals of the submission at all.

| think there are only two developments since the submission was prepared that | would like
to note. The first is the Australia-lndonesia Ministerial Forum, which was held in Bali,
Indonesia on 11 March. That forum drew a large number of Indonesian and Australian
ministers. It covered the range of mutual interests between Australia and Indonesia bilaterally,
regionally and globally. | think it was a strong demonstration of the very strong practical
cooperation between our two countries to achieve beneficial outcomes. | have with me copies of
the joint ministerial statement and the joint statement on counter-terrorism that were issued
from the forum, and we would be happy to leave those with the committee.
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The second development | would note is that the Second Regional Ministerial Conference on
People Smuggling, Trafficking in Persons and Related Transnational Crime was also held in
Bali earlier this week—from 28 to 30 April. Again, | think that was a very strong example of
Australia and Indonesia, who were the co-chairs of that conference, working together on issues
of importance to regional security and economic development. We have copies of the co-chairs
statement and the media release from that conference to leave with the committee.

CHAIR—If there are no more statements we might move straight to questions. As your
emphasis was on Bali, could you give us something of an update on the effect of the Bali
bombing not only on the relationship with Australia but, indeed, also on the Indonesian
economy?

M s Rawson—Perhaps | will start off and then ask colleagues to join in at appropriate points.
In terms of the impact of the Bali bombing on the relationship, | think it istrue to say that it was
atragedy for both nations that had the effect of drawing us closer together. A major element of
that has been, as you would be aware, in the joint investigation that has taken place in the
aftermath of the bombings. There has been very strong cooperation at a broad governmental
level and, particularly, between police, intelligence agencies and others. | think it has been a
really unprecedented level of cooperation at so many levels of our governments, and it has
proven very effective in terms of results. As you would be aware, a number of people have been
arrested in connection with the bombings, and we are now starting to see the prospect of some
of those people coming to trial within the next couple of weeks. In that sense, that tragedy for
both countries has had a positive impact.

More broadly, | think it has also strengthened the cooperation that was already developing,
particularly after the memorandum of understanding on counter-terrorism that had been signed
in Indonesia in February 2002. That was aready providing a good framework for broader
cooperation, intelligence exchanges et cetera between government agencies here and in
Indonesia. Again, | think that the Bali bombing and the aftermath of that in terms of the
investigation have strengthened even more the cooperation that we have on broader counter-
terrorism issues. One example of that is in the joint statement that ministers agreed on at the
ministerial forum. It was clear from that that we have shared interests in addressing this issue.

In terms of the impact on the Bali economy, | think it is fair to say that it has had a pretty
dramatic effect on things like tourism, the retail sector et cetera. A colleague might have the
exact figures about what it has done in terms of the growth levels, but | think there is about a 15
per cent hotel occupancy rate at the moment and the flow-on effects from that into the
commercial sector of Bali mean that it has had a very strong impact. Bali is only about 1.3 per
cent of the total Indonesian economy, so the flow-on effect has not been as stark as might have
been feared earlier on. There is the question of overall security and investor confidence in
working in the Indonesian environment. That certainly has also had an impact but, again, | think
the political commitment and the measures that have been taken by the Indonesian government
to address the terrorism issue do have a positive impact when foreign investors and others are
looking at investing in the economy.

CHAIR—Do we still have people on the ground there in terms of the investigation? Are the
Federal Police still involved?
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M s Rawson—Yes, we do. | am not sure of the exact numbers, but | think it is still tens of
Federal Police. Bryce, do you know?

Mr Hutchesson—I am not sure of the exact numbers, but there is still a substantial number
of AFP officers there. They are dealing not just with the Bali investigation but also with
Indonesian counterparts on looking at broader terrorist issues as well, including training.

Mr EDWARDS—AL this stage, what kind of cooperation has there been regarding the latest
bombing?

Mr Hutchesson—I understand that the AFP have offered assistance to the Indonesian police
to investigate that bombing, particularly from a forensic perspective. | am not quite sure where
that particular offer of cooperation has reached.

CHAIR—We 4till have a number of travel warnings oui.

M s Rawson—\We certainly do have travel advice for Indonesia. The most recent advice was
issued on 8 April. That is still current at this point. The essentials of that travel advice continue
to be that Australians should defer non-essential travel to Indonesia, including Bali, and that
threats against Australians and Australian interests in Indonesia remain high, given possible
terrorist actions or civil disorder. That has been the level of warning for quite some time.

CHAIR—I do not suppose they have any option, but do the Indonesian authorities accept
that? Are they happy to go along with it or do they find that an irritant?

Ms Rawson—The Indonesian government has from time to time expressed some concern
about the travel advice and asked for it to be looked at. The government has said that the first
priority must be the safety and security of Australians travelling overseas and it is that which
will take precedence in terms of our consideration of travel advice. The Australian government
IS, however, conscious of the impact that the travel advices can have in terms of tourism et
cetera and has undertaken to keep the travel advice under review—as indeed, the department, in
consultation with Mr Downer, does on a continual basis. But at this stage there is nothing to
suggest that the level of the warning should be changed. When you have incidents, such as the
bombing at Jakarta airport last weekend, it certainly does not provide a measure of confidence
to change the warnings.

CHAIR—Following the Bali bombings there were all sorts of debates as to what we should
do in terms of memorials or future assistance for the people of Bali. Could you give us a
summary of what is going on in that respect?

M s Rawson—Yes, | can give you a very brief summary. The government announced—one or
two months ago, | think—that we would provide health and community development assistance
in Bali, including skill development grants, small credit loans and alternative income generation
support. There was a commitment to, | think, an eye hospital in Bali and also to the intensive
care unit of the hospital. | do not have all the details. AusAID was the agency that was
responsible for the implementation of the package. You may be talking to AusAID; if not we
could certainly get more details for you.
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CHAIR—To your knowledge, that is moving?
M s Rawson—Yes.

Mr BEAZLEY—I wonder if you could give us a bit of a picture of responses inside
Indonesia to the Irag war. There were reports of very large but very peaceful demonstrations.
Could | get a bit of an idea from you about who you saw as the political forces behind those
demonstrations and what purpose they sought with them—domestic, as well as simply to
convey an impression to the public of areaction? Was there, at any time during the war, concern
on your part about the possible targeting of Australian interests by not so placid people as those
engaged in the demonstrations? To what extent was there a targeting of American interests that
might have been the cause of some concern? Was there a differentiation between their response
to the Australians and the Americans? Was there little concern about either of us in a direct
sense, and more just a concern to make a statement? There were a lot of questions but we have a
lot of time.

Ms Rawson—I am not sure if | got them all down; remind me if | do not cover your
questions as | go through. To gart off with the broad issue of the reaction in Indonesia to
military action in Irag, at a governmental level, and certainly among the broader population
generally, there was very strong opposition to the war in Irag. That was stated quite clearly by
President Megawati and other members of her government. As you say, it was demonstrated in
the streets, in some cases, in what were peaceful demonstrations. You said that the numbers
were very large. There were a couple of reasonably large demonstrations but, for the most part, |
think the numbers that turned up were perhaps lower than might have been expected. But
certainly there were demonstrations. The media were very, very critical of the action.

Having said that, | think at the governmental level, while making clear its opposition to
military action, it also stated clearly that it was not a war against Islam. It did not see it as that.
It made it clear that, while people were fully free to express their views in peaceful
demonstrations, the government would take action against those who chose to demonstrate their
opposition in a violent way. It certainly, not only in what it said but what it did, met that
commitment. So | think the Indonesian government acted very responsibly in terms of stating its
own position, allowing the people of Indonesia to express their opposition, but making it clear
that that was within certain parameters and that people should not react in aviolent way.

In terms of targeting of Western interests generally—and | will come back to the issue of
Australian and/or American—there was at one stage some statements made | think by the FPI,
one of the militant Islamic groups, about threatening sweeping operations against westerners.
That was not, of course, a new development. That group in particular has undertaken such
action before. As | recall, the only incident during the military conflict where action was
actually taken by members of that or another group in terms of some foreigners in the streets,
the government acted very quickly indeed to address it. So as far as | am aware, that is the only
incident where foreigners were specifically targeted. The group did not include Australians or,
indeed, Americans as far as| am aware. Certainly the government acted very quickly to make it
clear that sort of action wasn’t acceptable.

| am not aware of any other incidents where there was a linkage between what was happening
in lrag and action taken against foreigners. There was, of course, the travel advice that the
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Australian government issued in regard to Surabaya and the possibility of aterrorist threat there.
As the government said at the time though, there was no evidence of any connection between
the possibility of a Surabaya incident and Irag in that. So over all, there was opposition and, of
course, one could never then or in the future discount the possibility that a terrorist or other
group would seek to use what was happening in Iraq then as a rationalisation for their actions,
that did not happen during the period of conflict. Of course, as you would know, such incidents
usually are a very long time in planning and cannot be implemented on the spur of the moment.
| suppose that coversit in general terms.

In terms of Australian interests, as | said, apart from the Surabaya incident—and that did not
have any connection with Irag, as far as we know—I am not aware of any specific incident
where Australian interests were targeted in connection with Irag. Of course, we and others took
very seriously—as we have for a long time—the security of our staff, that of our mission there
and the safety of other Australians. That is reflected in the strength of the travel advice that has
been in place for some time now. We worked very cooperatively, as we have done for a long
time now, with the Indonesians to ensure that relevant security measures were in place.
Certainly there was no particular Irag angle to the general security situation in Indonesia
throughout the period of the military action being taken. But, having said that, obviously it was
an issue very much in the minds of all of us at thetime.

Mr BEAZLEY—Thank you for that. | asked you too many questions to start with, and you
did very well in covering them all. | turn back to the demonstrations. Who organised them?
Were there elements of spontaneity there? Were they the Muslim political parties? Did any of
the political parties, as opposed to extremist groups, try to use the conflict in Iraq as an
organising totem in their own domestic political activities?

Ms Rawson—There may have been a number that were organised by some of the smaller
political parties. | might look to my colleague. We are deferring to each other at this point.

Mr Engel—There were several demonstrations of different kinds. A very large demonstration
in Surabaya was organised by the moderate Islamic mass organisation Nadhlatul Ulama, which
had anywhere between 100,000 and one million people—the numbers are pretty fluid.
Certainly, that was principally designed to try to encourage people to register their protest about
the action, but they did so in a manner that emphasised that this should be done in a very
peaceful fashion, that it was not a war against I1slam, that people needed to be tolerant about
non-Muslims and so forth. So there was a very positive message in the course of that
demonstration. Other demonstrations—much smaller ones—were organised by more radical
outfits in Jakarta and elsewhere. Some of those participants included members of some of the
smaller Islamic oriented political parties, the leaders of some of them were organisers of those.
Their message was very negative towards the action and towards the United States in particular.

Mr BEAZLEY—What do you put the relatively modest response down to? Was it that
Saddam Hussein was an unlikely vehicle for carriage of an Islamic religious position? Was it
that they are not that interested in the Arab community? Do they have a different view of the
world and perhaps see that this was an assault on Arabs as opposed to an assault on Muslims, if
was an assault on anyone? How did they manage to extract this from their religious world view
for those ouitfits like NU, who supported demonstrations but modified their language in relation
to them?
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Mr Moriarty—I think that, certainly, there was no sympathy for Saddam Hussein's regime—
| think that that is fair to say, even of many Islamic groups in Indonesia—although there was
widespread opposition to the idea of a military campaign to remove him. But | think that
domestic opposition to the campaign was widespread across religious communities and was
even amongst secular nationalist political parties such as PDI-P, so there did not seem to be
those areas of cleavage along religious lines.

A number of the political parties that had been very critical of President Megawati in terms of
the government response to the campaign in Afghanistan made supportive comments on what
they thought was an Indonesian government response which articulated quite strongly
Indonesian views on the campaign. For example, the chairman of the MPR, Amien Rais, at one
stage said that he had a lot of regard for the way that the government had taken those positions
forward. Certainly the fact that the broader Indonesian community adopted a fairly uniform
view—obviously, there were divisions amongst that—meant that it did not provide the sort of
fertile ground for any particular leadership of Islamic or other groups to use to mount a
domestic political campaign in the way that Afghanistan presented those opportunities, because
there was a perception that the Indonesian government had been slow to respond to some
Muslim resentment about the way that campaign was undertaken.

Mr BEAZLEY—In a sort of barometer of Indonesian responses to American perspectives on
the world, would you say that this exercise raised the temperature in Indonesian analysis of the
direction of American policy and, in the process, made them more hostile to American global or
regional objectives? Did it leave relations at about the same level as they were prior to the
campaign starting? Does the United States have a problem in Indonesia that is worsening or
merely staying the same as aresult of the actions that were undertaken in Irag?

Ms Rawson—Starting with that, | think it would be fair to say that reflected in the
demonstrations against military action in Irag would be a strong element, varying from group to
group, of anti-Westernism and anti-Americanism. | think that is certainly there. It is not new. A
situation such as Iraq gives prominence and more voice to it than it might otherwise have in the
normal course of events, but certainly it was there. | think it is probably too early to say whether
it has overall strengthened that level of anti-Western, anti-American sentiment or whether it was
asurgein it at that particular point and it will go back to the general level. | could not predict at
this stage what that will be.

At the governmental level—and | think, as | said before, that the Indonesian government
expressed in very strong terms its opposition to the military conflict and its very strong
preference for a multilateral United Nations solution to it—the Foreign Minister, Hassan
Wirgjuda, said on at least one occasion that the government viewed Irag as an international
Issue, not a bilateral issue. That was certainly relevant in the context of the relationship with
Australia and | think also with the United States. | cannot speak for the United States
government on this, but my sense is that, in terms of doing business with each other in the
normal course of the relationship, that continues. As | said, for us, the Americans and othersin
Indonesia, the Indonesian government acted very responsibly in terms of what might have been
security issues relevant to the military conflict in Irag. Obviously there was a difference of view,
as there was a difference of view with Australia’s position. There is no sense at this stage that
that has played out into our bilateral relationship. I cannot speak with authority of the US except
to say that business continues with them. What the longer term impacts might be, | hesitate to
say at this stage.
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Mr BEAZLEY—How distant are the events in Iraq from their real focus? Is it sufficiently
proximate for them to take a detailed interest in how the United States handles the aftermath of
the war, particularly how it handles the democratisation process and its seemingly rather fraught
relationship with the Islamic community in Irag? Are they watching that or is it a matter of
indifference to them?

M s Rawson—I think it will be a matter of interest, not so much because of any direct impact
on Indonesia but because of their very strong preference for the multilateral context: a wish that,
when dealing with Iraq, it had been done through the United Nations and a preference that this
post conflict stage has a very strong United Nations profile to it. In that sense it will engage
Indonesian interest. However, compared with what is happening regionally—such as the impact
on the region and economies of SARS, not that one can equate them—while Indonesia will
have an interest in what happens in this next stage of Iraq moving, hopefully, towards a
democratic state and reconstruction, it will have an interest particularly from that United
Nations angle. | think for Indonesia there are other issues, both in a domestic context and within
its closer region, that will draw its attention more.

Mr BEAZLEY—I have a stack more questions.

CHAIR—Before | hand over to Senator Stott Despoja, going back to the instance last
Sunday, the press ran the line that the Aceh rebels were allegedly responsible. Do we have an
update on that?

M s Rawson—There is no update in terms of being able to speak with any authority on who
was responsible for the bombing. | think there have been various reports—ranging from GAM
(the Free Aceh Movement) to Jl associations with the Bali bombings—but | think it is at too
early a stage of the investigation for anyone to be able to speak with authority on responsibility.
Asfar as| know, nobody has claimed responsibility for it.

Mr EDWARDS—I have a question that flows on from that. It relates to Indonesia’s forensic
capacity to identify any commonality between the blasts that occurred in Jakarta and those that
occurred in Bali. Do they have that forensic capacity? Perhaps | should address this to Mr
Hutchesson. What assistance have we offered through the AFP to have a constant presence
there, given that we do have the expertise that could help to identify the origins of these blasts?
| say that in light of the criticism that was levelled by Australian forensic experts in these areas.
They said that some of the evidence was contaminated because of a lack of experience by the
Indonesian investigators when they went in to look at that site. | understand that there are AFP
officersinvolved. To what degree are they involved? To what degree have we tried to establish a
constant presence? To what degree have we offered our expertise on an ongoing basis?

Mr Hutchesson—I understand from AFP colleagues that management of the crime scene in
the initial period after Bali was perhaps not all we would have liked it to have been; equally so,
it is the case that the Indonesians have been very receptive to working with us—and working
with the Australian Federal Police particularly—to enhance capabilities in that area. There was
work under way between the AFP and the Indonesian police prior to Bali to enhance the
forensic investigative capabilities of the Indonesian police. That work is cooperative work, and
training is continuing. In addition, the AFP has in the pipeline—and this flows from the Prime
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Minister’s announcement at the APEC summit last October—a sum of money to be made
available for strengthening the Indonesian police’s CT capacity.

The AFP and AusAID are working together, obviously with the Indonesians, to develop quite
a broad package of support for the Indonesian police. This will take in things such as
strengthening the CT analytical capabilities of the Indonesian police, strengthening in an
institutional way the Indonesians’ transnational crime centre and, coming specifically to your
point, strengthening the capability of the Indonesian police to gain information, to analyse
information derived from crime scenes in connection with related investigations. This will build
on cooperation already in place but we will perhaps formalise it and run it over a number of
years—not yet fully in place but pretty well advanced to move on to the next, more elaborate,
stage.

Mr EDWARDS—Can you tell me whether we are seeking a constant presence so that AFP
people with the relevant expertise are part of the initial call-out?

Mr Hutchesson—As Ms Rawson said, we do have a significant on-the-ground team in
Indonesia. | can say, not just in the context of Bali but in looking at terrorist networks and
terrorist individuals more generally in Indonesia, that the AFP is part of an investigative task
force that POLRI has established. That is to be an ongoing thing. Certainly as part of this
training package we do expect to have AFP advisers on the ground for the foreseeable future
working with their Indonesian counterparts on a range of capacity building initiatives and also
in more direct operational investigative ways.

M s Rawson—In terms of a continuing presence, as Mr Hutchesson said, that will continue
for some time, but | suppose the real success of any capacity building exercise is when those
who have been working to build the capacity can leave with full confidence that the people that
they have been working with and helping to train et cetera have the skills to carry out the
Investigations in a way that meets very high standards. | think one of the performance measures
of that exercise is being able to leave in full confidence that you have left behind the skills and
capacity to undertake the tasks to a high standard.

Mr EDWARDS—I accept that but we would also hope that one of the performance
indicators might be the passing on of any intelligence that is gathered by such people.

Ms Rawson—Referring back to comments earlier that under the memorandum of
understanding on counter-terrorism and the work that is being done in the Bali investigation one
of the strong elements of that is increasing confidence in each other in terms of intelligence
exchanges et cetera, and | would certainly expect that to be very much a continuing part of the
process.

Senator STOTT DESPOJA—If Kim and Graham want to pursue that line of inquiry | am
happy but, given your comment about Aceh, Ms Rawson, | want to begin by asking some
guestions about the autonomy packages that have been discussed for the provinces of Papua and
Aceh. Beginning with Aceh, | understand that the Australian government has provided a couple
of million dollars for cease-fire monitoring or monitors. | just wonder whether as part of that
agreement there is some progress to report. Also, would you mind giving the committee the
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Australian government’s official position on, in particular, the autonomy package for Aceh and
then perhaps we can move on to Papua later.

Ms Rawson—Just a couple of general comments first of all on the Australian government
position, perhaps on Aceh and Papua, and then | will go on to more detail. | will start off with
the comment that has been made by the Prime Minister, Mr Downer and other members of the
government on many occasions; that is, that Australia strongly supports Indonesia’s territorial
integrity and sovereignty and of course that includes the provinces of Papua and Aceh. The
government welcomed the enactment of the special autonomy packages for both Papua and
Aceh in January 2002 and has talked with Indonesia on many occasions about the need to
continue to pursue a peaceful resolution of the issues that beset both those provinces. To
encapsulate the position, Australia wants to see a well governed Aceh and Papua with people
able to express their democratic and economic civil rights within an united and stable Indonesia.

Coming to Aceh, as | have said, we have been very supportive of the implementation of the
special autonomy package. The $2 million was specifically in relation to the cessation of
hostilities agreement that was reached between the government of Indonesia and GAM—on, |
think 9 December last year—and that gave the commitment of $2 million for the cease-fire
monitoring element of that agreement. Since then, there was for a period of several months
certainly a lowering of the temperature, if you like, in Aceh. The number of security incidents
decreased. In some areas normal life, if | can put it that way, was starting to resume in areas that
had been affected badly by the years of conflict. So we were certainly seeing some positive
outcomes of the cessation of hostilities agreement. Over the last month or so there has again
been something of an increase in the number of incidents; there have been allegations by both
sides of breaches of the agreement, of not moving ahead on various elements of it. | think some
of those remain allegations; some of them, the Henri Dunant Centre and the joint steering
committee which has been a monitoring element in it, have apportioned blame to both sides for
transgressions that have taken place.

There was to have been a dialogue meeting between the government and GAM last weekend,
that did not take place. The government of Indonesia has made it clear that it is still willing to
engage in dialogue, and certainly the coordinating minister for political affairs and security,
Bambang Yudhoyono, who has steered very much the agreement and has been very committed
to its implementation, has expressed his wish that that continue. But clearly it has reached an
Important stage in the process: whether it continues with the agreement, that course, or there is
the possibility of returning to amilitary confrontation.

The government, Mr Downer, in the course of this week, has said on a couple of occasions
that certainly from the Australian government’s point of view a commitment to a peaceful
resolution to dialogue remains important. Ultimately it is an internal matter for Indonesia, but
certainly our wish is that it is possible to reach agreement to move ahead with the terms of the
cessation of hostilities agreement and to implement eventually the special autonomy.

Senator STOTT DESPOJA—AnN our $2 million: is that being put to good use?
Ms Rawson—That is being managed through AusAID again. It was in two tranches—$1

million to start with and then another $1 million, | think the idea was towards the middle of this
year, depending on how the agreement was going. | cannot tell you definitively whether that
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first $1 million has been expensed. | assume it has and, as| say, for the first while at least of the
agreement the cease-fire monitoring process was performing well. It has been under a lot of
pressure and indeed monitors have been withdrawn from some areas over the last week—so it is
certainly under pressure. But | think it is fair to say neither the Australian government nor
indeed anybody, any of the other countries—Japan, the United States or others who had been
encouraging this process—was ever sanguine about the prospects of everything just falling into
place easily and quickly. There are very complex and longstanding issues, including the
commitment to use violence on the part of GAM that has been there for a long time to achieve
its independence ambitions. It was never going to be an easy linear process. We would hope that
thisis just one pause along the way and it will be possible to resume working through the issues
in dialogue.

Senator STOTT DESPOJA—In relation to autonomy in West Papua—and of course we
understand the context of the Australian government’s position on respecting Indonesian
sovereignty and, | suppose, territorial integrity—I am curious to get the specific view of the
department and the government in relation to, in West Papua, the division of the provinces into
three. | just wonder whether you have a view on that. Also, | think because a number of the
submissions we have received have related to West Papua, we would be keen to get an update
from you as to your understanding as to what is happening. Yesterday we heard disturbing
evidence about the numbers of Laskar Jihad in the region. | wonder whether you can confirm
some of those reports. We are hearing numbers around 3,000 have moved into West Papua. | do
not know whether you can verify some of those reports, but it would be good to get, first of all,
your views on the autonomy package from the government perspective. Also, it would be
interesting to know your views on Laskar Jihad and on military relations generally, including
current engagement—specifically Kopassus. Perhaps you could give us an update on West
Papua and, if there are more specific questions, | am sure we will throw them at you.

Ms Rawson—Yes. In terms of Papua, again, as | have said, there is very strong support for
the implementation of special autonomy. | think it would be fair to say that over the last year
since the enactment of special autonomy—indeed, even preceding that in terms of the
Indonesian government’s looking to achieve a peaceful solution to the issues in Papua—there
has been an overall improvement in the security-civil rights situation. In saying that, | am not
saying for one moment that things are perfect in the province, and there have been security
incidents such as the attack on the Freeport vehicles last August. Certainly there are security and
other issues still relevant in the province, but overall it has not been as difficult as at some
earlier times.

In terms of the recent decree for the implementation of the division of Papua into three
provinces, | would have to say at this stage it isreally not at all clear how that would fit in with
the special autonomy package which was devised for one province rather than three, and there is
quite vigorous debate in Indonesia itself about the constitutional or legal validity of that
decree—which law comes after and takes precedence. So there is certainly no one view within
Indonesia about that.

What has happened, though, isthat the government has made it clear that it does not intend to
implement that division into three provinces until at least after the elections in 2004 in
Indonesia. | suppose from that aspect it gives at least atime frame for some of those issues to be
worked through. Whether eventually the division will happen or not, | do not know. There is
quite clearly within Papua itself a mixture of views. | think it would be fair to say that the
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dominant view would be against division into three provinces, but there are other Papuans who
would argue that that kind of division would bring the relevant authorities closer to them in
terms of resource sharing et cetera and would have some benefits. So it is not clear-cut even in
terms of the Papuans themselves—although, as | acknowledge, | think the dominant view would
probably not be supportive of the division into three provinces.

In terms of Laskar Jihad, | certainly cannot authenticate numbers. Laskar Jihad in fact
officially disbanded in October of last year. There are certainly still elements that used to be
Laskar Jihad, not necessarily in Papua but throughout Indonesia, whom one would still say have
some connections, even if the formal body no longer officially exists. | certainly would not rule
out the possibility that there are some of those members who were formerly Laskar Jihad or
would still say that they are Laskar Jihad in Papua. At an earlier stage the government made it
clear to the Indonesian authorities that we thought they should take firm action to address any
unlawful activity by Laskar Jhad members. | hesitate to profess to be speaking with great
authority because | am not on the ground and maybe some of the people to whom you spoke
have other sources of information, but | would not have said that at this stage Laskar Jihad was
a particularly prominent issue in terms of the overall security situation in Papua. | might just
check with my colleagues whether that view is afair summation of that situation.

Mr BEAZLEY—Someone put forward the suggestion that 3,000 Laskar Jihad had been sent
to West Papua. You do not believe that Laskar Jihad exists as a formed organisation anymore,
whatever might have happened to their personnel; there is no sort of central direction of a
Laskar Jihad position, there is no clandestine activity that is associated around any sort of
organised structure that looks like Laskar Jihad once looked and that therefore those
propositions that there are 3,000 on the ground in some coordinated fashion from a still existent
Laskar Jihad is aload of nonsense. Isthat your view?

M s Rawson—I am not sure that | would say that my view is every element of what you have
said. My view isthat | would be surprised if the number were 3,000. Laskar Jihad has said that
it has officially disbanded.

Mr BEAZLEY—And you believe them?

Ms Rawson—No, | am not saying that | believe them; | am saying that they have said they
have officially disbanded. Whether that means that there is nobody who would still call himself
amember of Laskar Jihad or look to others who were in positions of leadership in Laskar Jihad
astheir leaders, | certainly would not say that that is necessarily not the case.

Senator STOTT DESPOJA—Is that something that we would ask the Indonesian
government? There is the proposition that if they are functioning, if they are in West Papua in,
according to one submission, at least numbers of 3,000, if they are distributing pamphlets and
videos, if they are conducting or forming training camps, presumably—there is an argument
from at least one submission, | will state, that they could not operate without the knowledge of
the Indonesian government or more specifically the Indonesian military, that there would have
to be some awareness of that activity and also the activity to the extent that has been described.
Are we in a position to find out or are we in a position today to verify whether or not any of
those reports are true?
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Ms Rawson—I think as | said earlier, at an earlier stage last year we certainly did make clear
to the Indonesian government that we thought that any illegal action by Laskar Jihad should be
addressed by them. | am not aware of any information in recent months where that sort of
activity of Laskar Jihad leaflets or videos et cetera, certainly training camps, has been an issue.

Senator STOTT DESPOJA—Homemade bombs, distributing guns—that is the evidence we
have received.

Mr PRICE—I apologise for being late. How many people do you believe from Laskar Jihad
arein West Papua, and how are they being organised?

Ms Rawson—As | was saying before, | would really hesitate to try and put any number on it.
I would be surprised if the number of 3,000 were an accurate one.

Mr PRICE—Two thousand or 1,000?

Ms Rawson—I really do not know. As | say, Laskar Jihad is an organisation that was
formerly disbanded. Its leader has been in front of the courts. Whether people—people may be
calling themselves Laskar Jihad or not calling themselves Laskar Jihad but still doing things,
distributing information et cetera. | think it is not a situation where | could with any authority
give you aclear picture in terms of numbers and activities.

Mr PRICE—Prior to their disbandment, then, how many do you believe were in West Papua,
or do you discount any being in West Papua?

Ms Rawson—No. As | said, the government had talked to the Indonesian authorities about
activities of Laskar Jihad in Papua, so certainly were not discounting that there were members
of Laskar Jihad there in the course of last year. But | do not think we ever got a firm handle on
numbers.

Mr PRI CE—Does the department expect to be able to get an accurate picture of the situation
in West Papua in relation to disbanded Laskar Jihad activity or centrally coordinated or
uncoordinated activity, or isthat an issue that you are not pursuing?

Ms Rawson—It would be very difficult to do so. There are lots of different sources of
information groups about what is happening, looking at all that, trying to establish the
credibility and authority of the sources of the information, trying to come up with a clear picture
of who is doing what, where, whom they might be aligned to. It would be extremely difficult to
do that, and in the end obviously we would want to be helpful to the committee, but | do not
think we would be able to come up with something that we could say to you would be a very
clear picture of what is happening.

Having said that, certainly it has been an issue and obviously, from the submissions that have
been made to the committee, to some groups it continues to be a very important issue. So | do
not discount its relevance, but | think also it is very important to try to focus on the need to be
looking at what can be done to implement the special autonomy package. The fact is that overall
the security situation, as | said, while by no means as good as people in Papua | am sure would
like it to be, there have been some improvements over the course of the year. Of coursg, it is not
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only Laskar Jihad in terms of activities involved in incidents; there are OPM members involved
In security incidents. So there are lots of other elements in the situation. As | say, while | do not
discount the relevance of Laskar Jihad, | think to focus on that to the detriment of the other
issues there that need to be looked a and sorted out and addressed would be a bit unfortunate.

Mr PRICE—That is actually not the question | have been putting to you. If you do not have
a clear picture, which department would you suggest would have a clear picture of the actua
situation there in West Papua?

Ms Rawson—I am not sure that any particular department would have a clear, authoritative
picture. We can certainly talk to other agencies and see whether there is anything further to add
to what | have said today that would be helpful to the committee.

CHAIR—I just refer back to the Caritas submission that we received yesterday. They went to
the newspaper allegations that Australia was interfering with NGOs and the independence
movement in Papua. | wonder whether you could give us a background on those allegations.
Arethere any facts involved in them? They also claim that as a result of the newspaper criticism
there was a change of policy by AusAID in terms of their funding in Papua. The allegation was
that they now had to get government approval to go ahead with the work. If you have any
background on that to clear up, | would appreciate it. Could you advise us whether these new
provisions that are there with AusAID also apply to any commercial consultancies?

M s Rawson—I will certainly do my best. | might have to refer you again to AusAID if it gets
into an area where | am not sure of the detail of it. | suppose the bottom line is that those NGOs
which have been funded by the Australian government to undertake development activities have
always been in a situation where they are not to get involved in the political activities of others
and to work within the laws of the country that they are operating in. That has been a
longstanding requirement for NGOs that are carrying out activities that are funded by the
Australian government.

| am not sure of the exact timing but, within recent times, the guidelines for some NGO-
funded activities have been tightened in respect of areas such as Papua, Aceh and Maluku, |
think, where, apart from anything else, there are real security considerations for Australians and
others operating on the ground. Activities are supposed in any case to be jointly agreed with
partner governments, so that general principle too has been there but it was made clear that
specific activities were to be agreed by the authorities in those areas, as | say, as much as
anything because of the security considerations involved.

Those are the basic guidelines. There has been, | suppose, a measure of clarity—| am sure
Caritas would refer to it as a tightening up—in one area related to those particular provinces
where conflict and the security situation have been relevant.

CHAIR—No doubt you have seen reports that Freeport alegedly dropped something like
$5.6 billion into an account of the Indonesian national military to assist in maintaining the
security of its mine in Papua. Did we get a handle on that, and are we concerned by reports like
that?
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Ms Rawson—I think that was information that they provided to one of the relevant United
States authorities. | cannot comment because | do not have the specific information about what
the funds to which they referred are to cover. But | think in general, in terms of the security for
Freeport mine, there are arrangements between the mine and Indonesian authorities and it would
not be surprising if those involved financial arrangements, but | do not have the detail of that.

CHAIR—But we do not necessarily get upset about those arrangements?

Ms Rawson—It is for the company to look at and decide what security measures are required
for it to be able to undertake its commercial operations.

Senator STOTT DESPOJA—T here was just one question | asked about Kopassus.
M s Rawson—Yes.

Senator STOTT DESPOJA—I am happy to put other questions on autonomy on notice, but
| just want to know about current engagement in terms of Australiawith Kopassus.

M s Rawson—On Kopassus, the starting point is that in 1997 | think it was that cooperation
between the Australian armed forces and the Indonesian special forces, Kopassus, was
suspended. You would be aware that in the context of the release of the defence update earlier
this year by Senator Hill, that defence update mentions that the government is considering
limited cooperation with the Indonesian military forces on hostage recovery and hijack
resolution, an area where in the environment of heightened terrorist threat Australian lives could
rest on effective Indonesian capabilities and cooperation between the two defence forces. In
conjunction with the release of that update—and | think it is referred to in the submission that
the Department of Defence has provided to the committee—there has been a decision to
undertake discussions with the Indonesian government in terms of that particular counter-
terrorism capability which in Indonesia at this stage does rest with a particular element of the
Indonesian special forces. Although the Indonesian police now have the principal responsibility
for counter-terrorism measures in Indonesia, at this stage at least they do not have the kind of
counter-hijacking hostage recovery capability. That still rests essentially, | think, with a
particular part of the Indonesian special forces and it is with that area of TNI that there would be
discussion about cooperation in terms of the counter-hijacking and hostage recovery.

Senator STOTT DESPOJA—So it is still at the discussion stage.
M s Rawson—With Indonesia, yes.

CHAIR—We seem to be spending an awful lot of time on Papua, and we are into extratime
now. Do you have a couple of critical questions you want to get out of the way? | would just
like to get into the commercial side of it, if we could.

Mr BEAZLEY—Yes. This question goes to more broadly the issues of terrorism in
Indonesia, not Papua. There is a lot of informed speculation around at the moment amongst
think tanks in the US and elsewhere that Al-Qaeda is going to have to do something pretty big
to US interests to recover the ground that has been lost politically to its reputation in the Arab
community as aresult of the outcome of the Irag war, and Afghanistan for that matter. So there
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are suggestions around of a big effort sometime in the next few months—not based on
intelligence estimates but a political calculation. There is also alot of speculation along the lines
that perhaps Al-Qaeda is either too weak to do such a thing because it has been weakened or
because there is a change of tack to a more diffuse operation encouraging Islamic
fundamentalist guerrilla movements around the globe. If it isthe latter, of course, Indonesia, the
Philippines and others come very much into focus.

What is your current estimation of the capabilities of JI, Laskar Jihad or any of the other
militant Muslim groups in Indonesia to mount activities now? Is it on the decline? Are they on
the run as Al-Qaeda seems to be on the run? What are your estimates of the relationships
between them and international terrorist organisations like Al-Qaeda? Are they still extant? Are
they severely ruptured? Could J mount an operation like the Bali operation again? Has it
changed tack? Is there anyone else in Indonesia, with or without an association with Al-Qaeda,
prepared to take up that type of role?

Mr Hutchesson—It is, | think, a fair and positive thing to say that Al-Qaeda’s capacities
since 11 September 2001 have been significantly degraded. Best estimates are that a quarter to a
third of its leadership have been killed or captured. Some 1,500 people connected with Al-
Qaeda are in custody in various places around the world, whether it be in Afghanistan,
Guantanamo Bay or elsewhere. Clearly Afghanistan is no longer a safe haven. Al-Qaeda
members are spending more time looking over their shoulders, so that clearly impacts on their
capacity to mount operations.

In our own region, there has also been some good progress made in unravelling some parts of
the J network. More than 30 people have been arrested, for instance, in connection with the
Bali bombings. Indonesia, as you would be aware, just a week or so ago arrested another 17 or
18 people, a small number of whom were arrested in connection with Bali but others were
connected with JI more generally. Malaysia has arrested over the last couple of years, a year-
and-a-half or so, 80 or so people connected perhaps with JI, with KMM or having some element
of connection with Islamic terrorism. There has been some good work done there, but we
certainly do not underestimate the risk. Al-Qaeda and JI are resilient. The cell based structure
that Al-Qaeda and we believe JI are modelled along means that it is possible for these groups to
remain extant, even though other elements may have been rolled up. There is undoubtedly still a
capability.

You have asked about links between Al-Qaeda and JI and other groups in thisregion. The cell
based structure of these organisations means that formal linkages are really not well developed.
The linkages tend to be through individuals. Perhaps the most prominent name that we know
about that links Al-Qaeda and JI is Hambali; there is no doubt that he occupies a very prominent
position in both of those entities. There may well be others that we are not aware of. Be that as
it may, the reality isthat these organisations still do retain a capability. It is harder for them now.
A lot of targets have been hardened. That may suggest that what we are looking at is the
possibility of more opportunistic attacks or attacks on softer targets of the sort that we saw in
Bali. We certainly cannot rule that out. We do our best to reflect these concerns in our travel
advisories of course. It isareal threat. Progressis being made, but the threat has not gone away.

Mr BEAZL EY—Has there been any knock-on effect in Indonesia or amongst these groups
of Americans who a couple of months ago put 2,000 troops into the Philippines to augment their
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capacity against Abu Sayyaf? Has there been a reaction in any area of Indonesia as a result of
that sort of activity?

Mr Hutchesson—I would defer to my colleague on the specifics of the Philippines. Certainly
I would make the point that individuals associated with Abu Sayyaf, MILF and such groups are
not card-carrying members of these organisations. They are very loosely structured
organisations with very loose affiliations, and it is often possible for any given individual to
wear several hats. A person may be a member of Al-Qaeda and of J and may have links with
Abu Sayyaf, for instance. We are still trying to unravel all of these connections. But certainly
we are very concerned about the sorts of linkages there seem to be between elements of Abu
Sayyaf and elements of Moro. They remain very active. For instance, with recent bombings in
Davao, we see that threat remaining very real. Greg, are you in a position to add anything on the
specifics of Mindanao and the Philippines?

Mr M oriarty—We are comfortable that there are some individual connections between some
of what were regarded as members of extremist groups in Indonesia and the southern
Philippines but, in relation to that recent US action, to the best of our knowledge it did not
generate any discernible hostile reaction either in Indonesia or amongst those more extremist
groups. In other words, their agenda was focused elsewhere.

Mr EDWARDS—I want to ask a question of Mr Doyle. It relates to the victualling of the two
ships which were recently reported in Indonesian waters. What should Australia read into that?
Was it merely a local response or is it part of a broader Indonesian attitude to asylum seekers?
Are they still content to merely pass the problem on to Australia or are there any real signs that
they are trying to do something about it?

Mr Doyle—As Mr Downer remarked at the conclusion of the Bali conference yesterday, the
government is extremely pleased with the degree of cooperation that it has received from
Indonesia on the whole raft of illegal immigration issues and, in particular, in response to these
Vietnamese vessels. It seems that the decision regarding the boat that turned up a South
Kalimantan some time ago was made at alocal level based on fears that, as the passengers were
Vietnamese, they may have SARS. That is also the explanation that was given by Dr Wirajuda,
the Indonesian foreign minister. We are confident that the excellent cooperation we have with
Indonesia on illegal immigration vessels will continue.

Mr EDWARDS—So it is fortunate then that they had something to hang their hat on in
relation to SARS.

Mr Doyle—Again, as Mr Downer remarked when asked about this—
Mr EDWARDS—I am not readlly asking for Mr Downer’s response; | am asking for yours.

Mr Doyle—I agree with him that sometimes there are communication difficulties. South
Kalimantan is a very remote part of Indonesia, and it appears that local officials made the
decision themselves, without reference to the central authorities in Jakarta.

Mr EDWARDS—It must be encouraging to you then that these individuals who live in
remote localities are well-informed and well-educated about SARS.
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Mr Doyle—I think we are all aware of SARS, yes.

Mr EDWARDS—BUt it must be encouraging for you to know that those who live in these
remote aress are well-educated and well-informed about SARS.

Mr Doyle—I think that is a matter on the public record. | am speaking about the particular
officials’ concern and how they responded to this particular issue.

CHAIR—I am wondering if we could move into the financial area, because it has been some
months since we have had an update. How are we going with the IMF reforms for Indonesia?
What has been the attitude of the Indonesian government? Could you also give us a bit of
background on the decentralisation process and how that is affecting us? | think that in your
submission you say that it is certainly affecting the way we do business with Indonesia.

M s Rawson—I will start off and then ask colleagues to come in on some particular points. In
terms of the Indonesian economy broadly at the moment, | think it istrueto say that it still faces
many challenges. It achieved a growth rate of 3.7 per cent in 2002, and the forecast was for the
growth rate this year to be four per cent. With the impact of SARS and the general global
economic situation, | think the reality is that four per cent might turn out to be a higher figure
than is actually achieved.

On the macroeconomic side, the growth rate reflects, to some extent, very much improved
fiscal consolidation, a stronger exchange rate for the rupiah, a lower inflation rate and a
reduction in the budget deficit. Having said that, there still are clearly some major issues for
Indonesia to address to be able to start achieving the growth rates that it needs to realy start
making an impact on poverty reduction and employment. It is generally agreed that they need to
be at five or six per cent growth per annum to be having areal impact on poverty reduction and
employment. The key to being able to achieve those levels is to be able to attract back the kind
of foreign and, indeed, domestic investment that it was seeing before the 1997 financial crisis. |
think the investment expenditure is still about 20 per cent below the pre-crisis levels. In turn,
the investment picture really depends very much on continuing progress on the microeconomic
side and a continuation of the financial, economic and legal reform programs that Indonesia has
made a start on and, as were talking about earlier on, progress on the security side to be able to
address the threat of terrorism in Indonesia.

In terms of Indonesia’s relationship with the IMF, the IMF completed the seventh review of
its program with Indonesia last December. The new letter of intent for 2003 signed on 18 March
has a very strong focus on continuing reforms in the banking and finance sectors, and, as | said,
improving the investment climate through legal and other institutional reforms. Overall, good
progress has been achieved, particularly on the macroeconomic front, but more—as Indonesian
ministers themselves acknowledge, including at the ministerial forum in March—still needs to
be done on a whole range of relevant reforms in the financial and legal sectors. Certainly,
Indonesiais continuing to work through those.

Decentralisation, as our submission indicates, would have been areally major undertaking for
any government, let alone a government that was trying to recover from a financial crisis and
emerge from 30 years of authoritarian rule to a democracy. It has been a very complex process,
and one which has not been uniform. It is working well in some areas; it is not working as well
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in other areas, depending as much as anything on the capacities of the local authorities who now
have to deliver on many of the basic services and how well equipped they are. The Indonesian
government itself is looking at its decentralisation laws. There are some issues with the
equalisation formula that was used, and the general assessment is that it is not working as well
as it needs to be and that some changes need to be made.

In terms of impact on business, | think the major problem is that business is now in the
situation where there is not uniformity across Indonesia in terms of business requirements et
cetera. | think it is going to be some time before there is enough clarity and certainty in the rules
and regulations, if you like, that are imposed at a local level for business to be able to deal
confidently with local authorities. | will ask Mr Engel if he has anything to add on that aspect.

Mr Engel—Not a lot. One aspect to it, though, is that you will get very mixed results across
the country. | am talking about Indonesia’s experience of this and how that bears out in terms of
its economic growth and development. There are provinces which will do and are doing well
out of all of this. They are the ones that have a very large asset base of one sort or another, such
as Bali in terms of tourism, Riau with its natural resources and other provinces such as that.
Obviously, others do not have those kinds of assets and will find it more difficult, and that is
where the equalisation arrangements are applied with a view to addressing those kinds of
inequalities that might emerge. | have very little else to add to what Ms Rawson has already said
about the various difficulties—the pros and cons—that arise from it.

Senator STOTT DESPOJA—Can | ask a question in relation to debt relief. The committee
is aware of many of the initiatives with respect to Indonesia and the assistance that we give it in
relation to managing debt, but | understand that Indonesia’s bilateral debt to Australia is around
$1.6 billion. Are there any moves to if not relieve that debt talk about debt-for-poverty measures
or swaps? Isthere any proposal to perhaps alleviate some of that debt?

Ms Rawson—As you mention, there is about $1.6 billion of Australian sovereign debt with
Indonesia. We have provided, as have other creditors, relief with regard to that debt through the
Paris Club rescheduling. |1 do not have an exact figure in my mind, but there have now been
three such reschedulings. | think about one-third of the debt has now been subject to
rescheduling arrangements, which Indonesia with regard to us and other creditors has been very
pleased with.

With regard to other measures, through the aid program—as | think you are aware—the
government is providing a range of support to Indonesia to help it manage its debt. Those
programs are ongoing and | think strongly appreciated by the Indonesian government. There is
interest by the Indonesian government in looking at the possibility of debt swaps. The
Australian government has made clear that as a matter of policy it does not get involved in debt
swaps. We will continue a discussion with the Indonesians on that, but basically that has been
the position. More broadly, as again you are probably aware, Indonesia does not fit the criteria
for the Heavily Indebted Poor Countries initiative.

Senator STOTT DESPOJA—I have a broader question for Mr Engel. Mr Engel, you
mentioned the various assets that different regions have, and you mentioned Bali. | am not sure
if this is a question that can be answered, but it relates to your forecast for the health and
wellbeing of the finances and resources for that region, in light of the Bali attack. We have
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heard a number of stories as to how the tourism sector is coping, or just managing—capacity in
hotels et cetera What is the latest forecast that the department has in terms of how they are
coping and what is going to happen next? What can we do to assist in that regard?

Mr Engel—I do not have any forecasts with me of Bali growth figures. It suffered very
significantly as a consequence of the attacks, in terms of the fall off in tourism and the retail
sector. Likewise, some of the provinces, particularly East Java where alot of the handicrafts are
made, have suffered as a consequence of all of this. It is very difficult to make an assessment as
to how rapidly they can recover. That will be subject to a range of factors, not least of which
will be the capacity of the Indonesian government to address the obvious concerns about
terrorism cells that may still remain across the archipelago. They are taking measures—they are
obviously concerned themselves about addressing these things—and they are rescheduling
conferences et cetera to Bali with a view to try to stimulate the tourist industry. All of these
factors are going to take time to work through. Presumably, bit by bit there will be arestoration
of confidence in the industry in Bali. SARS would have had another negative impact on that and
will be another factor that they will have to address. It is a question of time. | am afraid | would
not be able to give you any kind of sensible accurate forecast.

CHAIR—I would like to wrap this up in a couple of minutes. Witnesses from the ANU are
scheduled to comein at 11.00 am.

Mr PRICE—I will ask a few questions very quickly. We are hopefully negotiating a free
trade agreement with the Americans. Has the department considered a free trade agreement with
Indonesia? What, if anything, would that do in terms of our bilateral trade?

M s Rawson—T he focus of the government at the moment, as you would be aware, is on the
negotiation of the free trade agreement with the United States and the ongoing negotiation of a
free trade agreement with Thailand. The negotiation of a free trade agreement with Indonesiais
not on the bilateral agenda. What the government has talked about with Indonesia is ways to
strengthen the bilateral trade framework, and it is happy to look at a range of options in that
context, including strengthening specific sectors of the economy, but there has been no formal
consideration of an FTA.

Mr PRICE—If Indonesiais our most important neighbour, when do you think free trade may
be on the horizon?

M s Rawson—I would not put atime on it nor say whether a decision would—

Mr PRICE—Fair enough. Is there any work being done in the department about the
possibilities whatsoever?

M s Rawson—No.
Mr PRICE—None whatsoever?
M s Rawson—T here has been no work done in the department, or indeed elsewhere that | am

aware of, that starts to look at the benefits that would accrue to Australia or Indonesia from a
free trade agreement. Obviously, that would be the first step in any consideration.
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Mr PRICE—The defence relationship, particularly the training of officers, has sometimes
been a contentious issue. This committee recommended increased human rights training for the
professional development courses that are run by Defence, and about 50 per cent of the higher
ones of those are attended by overseas students. Has your department looked at the scope of the
human rights training offered at such courses? Have you made any representations to Defence
about increasing or decreasing the level of human rightstraining?

M s Rawson—Not that | am aware of.

Mr PRICE—Could you take it on notice and give us a formal reply? The other thing is that
this committee has been a beneficiary of the bilateral committee exchanges between Australia
and New Zealand. Given again the importance of Indonesia to Australia, does your department
have a view about whether or not commission to committee exchanges may be an appropriate
thing for usto develop and look to for the future?

M s Rawson—In general, the principle of contact between the parliaments is obviously a very
important one in terms of strengthening all elements of the bilateral relationship. We would
have a very positive view of those sorts of contacts. | do not know in terms of institutionalising
an arrangement, but | am sure that if your committee were interested in doing so it would be
something which the government would be happy to support. I do not know that there is a direct
counterpart in the Indonesian parliament.

Mr PRICE—Commissions one and two, | think. We are, | suppose, looking back and then
trying to look forward in terms of our relationship with Indonesia. Are you able to give us a
view of what you think the relationship might look like in five or 10 years time?

Ms Rawson—As we have stated in our submission, the relationship has been, | suppose,
characterised, at least in some people’s minds, more by the periods of turbulence than by the
periods in which—Dbecause of the very strong mutual interests which we share with Indonesia—
we have been working together on those issues. What | would hope to see over the next five
years is not that the relationship will be free of differences—no relationship is; we will continue
to have differences with Indonesia from time to time on particular issues et cetera—but that we
will be building on the experience over the last year in particular. | hope that the kind of
practical, concrete cooperaion that we have seen will continue and become the norm of the
relationship—working together to address the issues in which we can both benefit from that
cooperation—and that the strands that that builds in the relationship will mean that when, from
time to time, there is a difference it is worked through, resolved, and the relationship continues
to function in a normal way. To some extent, | think we have seen that over the last couple of
months. There was a very strong difference of view with regard to Irag. It has not impacted at
al on the relationship. | hesitate to say it, but perhaps that does mean we have now reached a
level of maturity in the relationship.

Mr BEAZLEY—Would this focus be reflected in the relatively benign attitude of Megawati?
Another political party in the process might have taken a very different view—if it were an NU
government or something like that. How much do you characterise that as a product of the
particular character of this government which may change?
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Ms Rawson—It could of course change, but this government is a government that covers a
codlition of parties; it is not any one particular party. The views that were expressed by
Megawati in regard to Iraq were not very different from what NU leaders were saying. There is
always, obviously, an issue of who is in government—the people involved—nbut | do not think it
Is a product only of having President Megawati there, athough she clearly has taken a very
positive attitude towards the relationship and recognised that it is important to Indonesia as
well. But | do not think it depends upon any one person or party being in government in
Indonesia.

Mr PRICE—I have one final question, with your indulgence, Chair, but before | ask it |
would like to just say how grateful | am to you for the public servants, journalists and judges
you bring through Parliament House. We get an opportunity to meet them and talk to them and
that isreally great, and | think the committee appreciates it.

One can be critical of or applaud the security agreement we reached with Indonesia that this
government has discontinued; 1 am not commenting on that, but our most significant security
agreement is of course ANZUS—and the five-power arrangement, which has evolved over time.
But Indonesia, which is a neighbour of ours and whose relationship we value so highly, is
excluded from that five-power arrangement. Has your department got a view about whether or
not it is opportune now or in the future to sart looking at new arrangements that will formally
include Indonesia, rather than exclude Indonesia?

M s Rawson—I do not have aview. In terms of the FPDA, | would have to refer to colleagues
who are not here on that particular aspect. | would say, however, that as far as | am aware
Indonesia has never expressed an interest in being included in either the Five Power Defence
Arrangements or any other regional forum—if there is any other regional forum. So | am not
aware that there has been any interest expressed on Indonesia’s part in that.

In terms of the bilateral basis, without going back to the security agreement, what | think we
have now in terms of the security issues, as | referred to earlier, is the memorandum of
understanding on counter-terrorism, which provides an excellent framework there, and thereisa
good and developing defence relationship, which is developing at a pace that both Australia and
Indonesia are comfortable with. We also have good developing relationships between a whole
range of agencies in Australia and Indonesia. So | think the broad framework is there for us to
address the security issues bilaterally. In terms of the broader region, we are both members of
the ASEAN regional forum, which looks at the broader security picture in our region. So | think
there are both bilateral and regional mechanisms for us currently to look at the security issues.

Mr PRICE—I am sorry, | thought part of my question was about the future. You are saying
to me then—or to the committee—that you are quite content with the current arrangements and
you see no changes?

Ms Rawson—Certainly, speaking from the perspective of my division—and, as | say, there
are others from the International Security Division who might be able to add to this—I think at
the moment the frameworks we have in place, both bilaterally and regionally, to look at the
security interests that we both have in common are working well.
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Senator STOTT DESPOJA—I would like to ask the government’s response to the proposal
by Indonesia to introduce in September a visa for foreign tourists. Also, yesterday some issues
were raised by the Media, Entertainment and Arts Alliance in relation to freedom of the press. |
know you have covered that to a degree in your submission, but there were some concerns they
raised which | will forward to you. | am also wondering, given the comments by the Prime
Minister yesterday in relation to a place for Indonesia on the Security Council, what dialogue
has occurred or what role Australia will be playing in that regard. Finally, | just wanted to
acknowledge the fact that officers from the department faced very difficult and trying times
during the Bali incident. | commend you on your work. In particular, | am sorry that Mr Kemish
IS not here today, because his assistance and his briefings have been incredibly beneficial, so
please pass on to your officers our thanks and respect.

M s Rawson—Thank you, Senator, | will certainly convey that to Mr Kemish.

CHAIR—Thank you very much indeed for your atendance here today. If there are any
matters on which we might need additional information, the secretary will write to you. The
secretary will also send you a copy of the transcript of your evidence, to which you can make
any necessary corrections to errors of transcription. Thank you once again for giving so
generously of your time today.

Proceedings suspended from 10.56 a.m. to 11.11 a.m.
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CRIBB, Dr Robert, Member, Australian National University Indonesia Group, Research
School of Pacific and Asian Sudies, Australian National University

CROUCH, Professor Harold, Member, Australian National University Indonesia Group,
Research School of Pacific and Asian Studies, Australian National University

FOX, Professor James Joseph, Director, Research School of Pacific and Asian Studies,
Australian National University

HOOKER, Professor Virginia, Member, Australian National University Indonesia Group,
Faculty of Asan Studies, Australian National University

MACINTYRE, Professor Andrew, Member, Australian National University Indonesa
Group, Australian National University

MACKIE, Professor Jamie, Member/Convenor, Australian National University Indonesia
Group, Research School of Pacific and Asian Studies, Australian National University

MANNING, Dr Chris, Member, Australian National University Indonesia Group,
Research School of Pacific and Asian Studies, Australian National University

QUINN, Dr George, Member, Australian National University Indonesia Group, Faculty of
Asian Studies, Australian National University

CHAIR—Welcome. Although the subcommittee prefers that all evidence be given in public,
should you at any stage wish to give any evidence in private, you may ask to do so and the
subcommittee will give consideration to your request. Although the subcommittee does not
require you to give evidence on oath, | remind you that these hearings are legal proceedings of
the parliament and therefore have the same standing as proceedings of the House itself. | invite
you to make a short opening statement and then we can proceed to questions.

Prof. Mackie—We are members of an ad hoc informal group, all with considerable
experience in Indonesia, who meet intermittently to talk about current issues with particular
reference to their relevance to Australia-lndonesia relations. The submission we have circulated
was drafted solely by me. It comes out of our discussions but it does not necessarily reflect the
views of the others. If there are any matters other than those that you would like to raise with us,
please do so, but it might make sense to go through the submission first and then go on to other
Issues. That document contains eight points we think are important for the purpose of this
committee's concerns. | will not elaborate on these at the beginning but will leave it to you to
ask us questions on each of them, and several of us have agreed to deal with different parts of it.
In the document | made no reference to Indonesia’s economic progress. Chris Manning will
spesk to that on behalf of the ANU Indonesia economy project, which is perhaps the core of our
group. That is a unique source of expertise on Indonesia.

On the matter of Indonesian expertise, | underline the point that this group contains people
whose knowledge and experience of Indonesia goes back 30 years or more in nearly all cases. It
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Is probably a unique array of cross-disciplinary knowledge of Indonesian language and
Indonesian studies in all our schools and universities. It has taken 30 years or more to build up
this kind of expertise. | stress that because | think that, if there is a danger that Indonesian
studies is crumbling in parts of Australia, it is not now that the price will be paid; it isin 10, 20
or 30 years. Your committee might well take that point on board and stress it in your report—I
hope you will. We want to focus here mainly on long-term trends in Indonesian politics rather
than the day-to-day stuff, although we would be happy to talk about the day-to-day stuff.
Everything is up in the air until the election next year, S0 it is pretty hard to predict.

Mr PRICE—OQur election or theirs?

Prof. Mackie—Theirs. There are three not unimportant elections next year—ours,
Indonesia’s and our great and powerful friend’s. | noticed in today’s email a report from the
Jakarta Post that Nurcholis Majid has put his hat in the ring as a potential contender for the
presidency next year. These sorts of things are fun but they are very low level. To get this sort of
long-term trend we need to look back to the past as much as look forward. A point | like to
stress is that we have had ups and downs in our relations with Indonesia. | remember very well
Konfrontasi back in the 1960s—I happened to write a book on it; not on Australia’s side of it
but on the Indonesian politics of it. Whatever we say about September 1999, Konfrontasi was a
much greater test of Australian-Indonesian relations than anything we have had since. It is
sometimes worth looking back to that sort of episode and saying, ‘We've been through worse
than this and we' ve handled it pretty well.’

We do want to try and anticipate what we are talking about in this group: what Indonesia has
been over the past 20 to 40 years and what it islikely to be in the next five, 10 or 20 years. That
determines what kind of animal we are dealing with. Having said that, | leave it open to you or
anyone else.

CHAIR—Professor Hooker and Dr Manning, could you now add some information to the
capacity in which you are appearing?

Prof. Hooker—I am Professor of Indonesian and Malay at the Australian National
University.

Dr Manning—I am the head of the Indonesia project a the Australian National University.

CHAIR—ALt your suggestion, Professor Mackie, perhaps we can start with page 2 of your
submission where you say that it would be a disastrous folly for Australia to do anything that
might push Indonesia’s government towards viewing us as an enemy rather than a friend. In
light of recent events, could you expand on that?

Prof. Mackie—I wrote this shortly before Iragq blew up and | must say that | expected the
Iraq war to have more of a backwash in Indonesia than has happened. | think we have been very
fortunate in that. | think there still is areal danger. The war on terrorism is continuing and it is
going to be of immense importance and | think that sometime within the next few months or
few years it will be a miracle if there is not some kind of backwash from the Muslim
community there. | think that is going to require very sensitive treatment on our part. | will not
say more than that at this stage.
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CHAIR—It was pretty fierce language—you were talking about ‘clashes of civilisations'. Is
it really as bad as that?

Prof. Mackie—That is Sam Huntington's phrase. But there are people in this country who
say that Indonesia is a Muslim civilisation and we are not, so this is part of the looming global
clash between Islam and the West. Sam Huntington, who was much influenced in this by
Harries when he was in the United States, thinks we are pretty much on the front-line—a
country in the interstices or something like that. In other words, we should not be where we are:
as a Western nation on the edge of Asia we are in deep trouble. |1 do not buy that line for a
moment, because | think Australia has learnt over the last 50 years how to live with this
situation and we have done it pretty successfully and can go on doing it, but | think we can only
do it if we are following a policy of engagement with Asia, not looking away from Asia and
saying that our No. 1 priority is solely in Washington.

CHAIR—Over the last 50 years, what have been the high points of our relationship?

Prof. Mackie—I would say probably the creation of APEC and the dramatic improvement in
relations with all the countries of Asia between the late 1980s and about 1995, and also the
Cairns Group. The Cairns Group started in 1986 and was astonishingly successful—it brought
in countries from all over the world, but we were really in step with our nearby neighbours on
that. That would be my answer.

Mr BEAZLEY—I apologise because | have to leave a hit earlier at the behest of Foreign
Affairsto talk to a couple of Indian journalists. The critical difference between your submission
and many of the others that we have received is, although it is brief, it tries to get into the
interstices of the character of Islam in Indonesia and the extent to which one can sensibly
compare radical and moderate sentiment in an Indonesian context with how you describe radical
and moderate sentiment in the Arab Middle East. Whereas, with radical sentiment in the Middle
Eadt, there is absolutely no chance that the West can engage it. It merely has to encourage the
other side and do its level best to assist the other side to suppress it. In Indonesia, your paper
seems to suggest that those sorts of choices are not those that we confront. Would you like to
elaborate on that?

Prof. Mackie—I will pass that to Harold. He has been looking very closely at various Islamic
groups, talking to them, while he was at the ICG in Jakarta. Robert Cribb also has interesting
things to say on this more from an historical side.

Prof. Crouch—The term ‘radical Islam’ is a confusing one for Indonesia because it is used
for quite different types of people. One sense of the word refers to Moslem fundamentalists
whose political aspiration is some sort of Islamic state with Islamic law and so on. If you look at
the 1999 election, parties that are inclined in that direction got about 15 per cent of the votes. So
85 per cent of Indonesians did not vote for parties like that. Most of those parties have no
connection with violence. They are working within a parliamentary system. They have goals
apart from Islamic—they want contracts for businessmen associated with the party, they want
positions in the government and all that sort of thing. To my mind, they are fundamentalists
working within, what is now, areasonably democratic system.
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At the same time, you have radicals in this other sense of Jemaah Islamiah, Laskar Jihad and
all that. Those organisations are tiny. If you think of the Indonesian population of 200 million,
Laskar Jihad probably has 10,000 or 20,000—something like that. Even the terrorist experts
around the place who never underestimate their influence would say that Jemaah | slamiah might
have 500 people. They are the ones that are the problem. | think we need to avoid mixing up the
two and thinking that any of the fundamentalists in the parliament who are wanting Islamic law
and so on are also going to be supporting terrorism.

| think one of the interesting reactions to the Bali bombing was that quite a lot of the
fundamentalist organisations kept saying, ‘1t must be the CIA. It must be the Jewish and Israeli
intelligence, or something like that.” Why did they do that? Because they said, ‘A Moslem could
not do this sort of thing.” Sure terrorism is a problem, but let us not exaggerate it. Also on the
question of terrorism and Islamic violence, | am not even sure that the present period is the
wordt. If we go back in history, in the fifties there were Islamic revolutions going on in certain
parts of Indonesia. In the eighties, they tried to blow up Borabodur and various banks were
blown up. Then there was the famous hijacking. People talk about the rise of Islamic radicalism.
It is just that the Suharto regime has gone, which clamped down, certainly. But they were still
there at that time. | think people tend to exaggerate this question of radical Islam.

Prof. Mackie—It is worth remembering that the 1980s hijacking was just after the Iranian
revolution. We were very twitchy about the spread of the Khomeini influence into South-East
Asiaand it was much more influential in Malaysia than Indonesia. It was rather curious.

Mr BEAZLEY—Could | get the Iraq war into that context. | observed a fair portion of the
Irag war from probably the least acceptable country in the world to the Arab community,
basically because they keep the best possible watch on the environment around them, and when
you discount a certain level of interest or bias you can often get very good information. It
seemed to me, though, that Saddam Hussein waved the symbols of the Muslim brotherhood, the
green flag with *God is great’ on it, and tried to tease up the sentiment of Islamism, basically, to
support his regime. It was the Arabist sentiment as opposed to the Islamist sentiment. It might
have been the last spasm of pan-Arabism as opposed to Islamic fundamentalism. That was how
it seemed to me. Do you think that perhaps explains a bit of the surprise that many of us felt that
there was not more intensity in Indonesia, that it became too much a perceived, albeit
unjustified, Arab problem as opposed to a Muslim problem?

Prof. Crouch—I was one of the people who did not expect things to blow up in Indonesia. |
was in Jakarta at the time and in fact | walked along with the one million people, allegedly, at
the demonstration. Nothing happened at all; there was certainly no violence. In fact, one of the
interesting things at the end of that demonstration was that the leaders of the demonstration
thanked the police for cooperating. It was that sort of thing. There are a number of things.
Firstly, even the demonstrations at the time of the war in Afghanistan were described in the
press all the time as ‘massive Islamic demonstrations at the American Embassy’. | was in
Indonesia, and if you call 500 or 1,000 ‘ massive’'—no, it was nothing like that. So people were
looking at the Afghanistan period and thinking, ‘ There was a tremendous outburst then, so it’ll
be even bigger this time,” but it was probably less thistime. | think it is partly because, from the
radical Islamic perspective, Saddam Hussein is no radical Muslim. There was a concern about
an Islamic country being attacked. There was 100 per cent sympathy for Iraq at that time on
those grounds, but it was not radical. The 