
2 1 October 2002 

The Hon David Jull MP 
Chair 
Foreign Affairs Sub-committee 
Joint Standing Committee on Foreign Affairs, Defence and Trade 
Parliament House 
CANBERRA ACT 2600 

Dear Mr Jull 

Submission: Australia's Relations with Indonesia 

On behalf of ACIAR, a submission to the above inquiry is forwarded for consideration. 

In addition to myself, the relevant ACIAR contact point is Dr John Skerritt, the Deputy 
Director in charge of our Research and Development Program. His contact details are: 
(02) 62 17 05 10 and skerritt6Jaciar.gov.a~. 

Yours sincerely 

Peter Core 
Director 
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Executive Summary 

Indonesia is ACIAR's most important partner country and is likely to remain so in the 
medium term. Our objective is poverty reduction via higher agricultural incomes, with an 
increasing emphasis on Eastern Indonesia. Our project portfolio seeks to support the 
evolution of a stronger economy built on improved and sustainable agricultural 
productivity and accompanied by the right policy settings. 

In addition to advancing Australia's broader national interest, there are significant direct 
benefits to Australia in the ACIAR program. Our quarantine-related (crop protection and 
animal health) and fisheries project linkages are examples of this. 

The elements of Indonesia's National Agricultural Research System are sound but the 
decision to decentralise a number of government functions and policy-setting 
responsibilities such as agricultural extension and information transfer is posing a 
significant challenge. ACIAR is responding by building its project partners around 
regional institutions as well as the strong national institutions (usually based in Java). 

ACIAR's Role 

* ACIAR is a statutory authority in the Foreign Affairs and Trade portfolio established by 
the Australian Centre for International Agricultural Research Act 1982. Its establishment 
reflected the view that Australia could make a special contribution to development 
through sharing its agricultural research expertise. It does this by mobilising Australia's 
research capacity to help solve agricultural research problems of developing countries. 

* ACIAR itself does not carry out research, but brings together research institutions in 
Australia and partner developing countries to work together on problems of mutual 
interest and benefit, in fields in which Australia has comparative advantage. 
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* ACIAR appropriation funding in 2002-03 is $48.5M. The bulk of these funds are 
allocated to bilateral projects where an Australian research agency is the lead contracting 
partner (commissioned organisation), and to related training programs, etc. $10M is 
allocated to the International Agricultural Research Centres (IARCs), primarily as 
Australia's core support for particular centres, with some funds allocated for multilateral 
projects commissioned through the Centres. As at end June 2002, ACIAR was funding 
186 bilateral projects and 36 projects with the IARCs. 

a Consistent with our aid priorities, our focus is the Asia-Pacific. We are involved in more 
than 20 countries. Our most significant relationships, in order of 2002-03 funding trends, 
are: Indonesia, China, Papua New Guinea, Philippines, India, Vietnam and the Pacific 
Island Countries. 

ACIAR's Investment in Indonesia 

* In 2001-02, our project-based investment in Indonesia was $4.6M and in 2002-03 it is 
forecast to be $4.2M. Indonesia is our largest single partner and is likely to remain so in 
the medium term. Total Australian aid to Indonesia in 2001 -02 was $122M - second only 
in size to Papua New Guinea. 

As at end June 2002, ACIAR had 42 active bilateral projects and 6 active IARC projects 
in Indonesia, across the agriculture, fisheries and forestry sectors. The IARCs receiving 
core support through ACIAR generally have a development focus on the southeast Asian 
region, and thus the benefits of their programs flow to Indonesia among other countries in 
the region. 

Current state of Indonesian Agriculture 

Statistics on the value and volume of Indonesia's crops and livestock sectors are at 
Attachment A. Rice (world's third largest producer), cassava and maize dominate 
agricultural land use. However, coconuts (world's largest producer), oil palm (second 
largest producer), rubber (second largest producer), coffee and cocoa are also significant 
crops. Raw agricultural products and agriculture-based manufacturers, including plywood 
and paper, account for roughly 35% of Indonesia's exports. 

Indonesia imports 3-5MT of rice annually and is likely to consume most of the 
internationally traded rice in Asia. Australia provides a major component of livestock 
products in terms of the live cattle trade and meat, with a major growth in the livestock 
trade for this year. In 2002, about 14% of Indonesia's beef consumption is met from 
imports, mainly live cattle exports from Australia (about 400,000 head). This dependency 
on imports is projected to grow to over 40% by 2010. Likewise, import dependency for 
dairy products is likely to grow &om 16% to 35% over this period. 

Agriculture's share of the Indonesian economy is around 20% of GDP. It generates more 
than 40% of employment. 
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Current Priorities 

For our major partners including Indonesia, ACIAR holds formal consultations with 
counterpart agencies every 3-4 years. Formal consultations with Indonesia were held on 
26-27 August 2002 in Jakarta and the record of those consultations is at Attachment B. 

It was agreed that the collaborative program would focus on poverty reduction in Eastern 
Indonesia. This is consistent with the focus of Autralia's overall aid program: 
"In Indonesia we are increasingly focusing on a core group of provinces in the Eastern 
islands". ' 
The key priority areas identified for shaping ACIAR's collaborative program with 
Indonesia over the medium term are as follows: 

- Agricultural economics: impact of decentralisation on natural resource management 
and development of better management policies; impact of trade agreements on food 
security and incomes of small producers; empowerment of small producers in 
agribusiness for better access to production factors and market returns; structural 
adjustment options for agribusiness to optimise economic and social benefits. 

- Animal sciences: - development of sustainable crop-livestock systems; enhancement 
of Bali cattle productivity through improved management and genetic improvement; 
management of livestock diseases to improve production and establish market access 
and trade relationships; disease risk assessment and risk management to enhance the 
safety of foods of animal origin and animal quarantine. 

- Crop sciences: an emphasis on crop protection, including Integrated Pest 
Management, especially in soybean, potato, crucifers, sugar and other vegetables; 
rodent pest control, including strategies for management in upland crops as well as 
paddy rice; host plant surveys and pre-harvest control of fruit flies; diagnosis and 
control of phytophora on citrus rootstocks, potato and pepper; management of major 
pests and diseases of bananas, including Fusarium wilt, blood disease and banana 
skipper; information systems for quarantine, including pest and disease compendia. 

- Fisheries: sustainable aquatic farming systems in inland, coastal and marine waters 
(genetic improvement, disease management, feeds and nutrition) for small and 
medium enterprises; stock assessment and management of shared and common- 
interest fisheries, including policy level research, IUU fishing issues and 
environmentally friendly fishing techniques; management of inland open water 
fisheries including aquaculture; improved processing, packaging and transport 
technologies which extend product life and increase market value. 

- Forestry: development and domestication of Eastern Indonesian species for income 
generation from non-timber forest products; species selection and breed to support 
plantation development, with emphasis on indigenous species, land rehabilitation and 
environmental services in Eastern Indonesia; development of tree farming (out- 
grower scheme) models with improved smallholder-plantation company cooperation; 
improved utilisation and value addition of timber from fast growing plantation 
species. 

Hon. Alexander Downer, Minister for Foreign Affairs, 'Australian Aid - Investing in Growth, Stability 
and Prosperity', September 2002, page 23. 
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- Land and water resources management: improved irrigation efficiency and soil 
disease management in vegetable cropping systems; establishment of prescriptive 
regional fertiliser recommendations, including for micronutrients; application of 
seasonal climate forecasting for improved crop management; efficient water 
management in Eastern Islands irrigation systems. 

- Postharvest technology: postharvest disinfestations for quarantine; postharvest control 
of mycotoxins in maize, copra and medicinal plants; value addition to agricultural 
products and utilisation of by-products, including for animal feed. 

In the most recent Aid Statement, the Federal Government has identified five guiding 
themes that link the poverty reduction strategy with individual aid activities: governance, 
globalisation, human capital, security and sustainable resource management. Our program 
properties cover four and arguably all, of these five themes. 

- Our work on agricultural economics is premised on achieving the right policy mix 
because, without it, sustained growth and poverty reduction is not likely. This agenda 
covers both governance and globalisation. 

- In terms of human capital all of our projects have a capacity building component. 
Sometimes it is the key enduring component of our efforts. In addition, ACIAR has 
developed a specific program of fellowships (John Allwright Fellowships) that link 
our projects to postgraduate training (usually Masters degree or PhD) at Australian 
universities. Eight of the current John Allwright Fellows are from Indonesia. ACIAR 
also provides leadership development opportunities for developing country scientists 
in the form of the John Dillon Memorial Fellowship. In this, its inaugural year, an 
Indonesian was the recipient of a John Dillon Memorial Fellowship. In Eastern 
Indonesia, several ACIAR projects involve AusAID-trained university graduates. 

- ACIAR has significant impact on security through the development of close 
relationships with community, government and researchers. 

- Our work on sustainable resource management is our core business. The majority of 
Indonesia's poor live in rural areas and the poorest areas are in Eastern Indonesia. Our 
objective is a strong economy built on sustainable agricultural productivity and 
accompanied by the right policy settings. Examples of current work on sustainable 
resource management range from development of new approaches for management of 
crop production in difficult soils, collaboration on assessment of fisheries stock status, 
through to policy research on balancing conservation and utilisation of forested water 
catchments. 

Current Projects 

A listing of current projects is at Attachment C. This listing covers the bilateral and 
multilateral (IARC) portfolio. 

Recent Achievements 

Examples of recent achievements centre on the fisheries program and our work on pests 
and diseases. There are also good returns being achieved in projects focused on 
improving crop and livestock productivity. 
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- Fisheries - Some examples 

Indonesia and Australia share many interests along with a common marine border in 
the Timor and Arafura seas. Reflecting the growing importance of the partnership, 
ACIAR signed a Memorandum of Understanding in November 2001 with the 
Indonesian Ministry of Marine Affairs and Fisheries, and on this basis Indonesian and 
Australian scientists are currently working together on seven distinct projects. 

Subjects include population studies of the shark and ray fisheries in eastern Indonesia, 
assessment and management of shared snapper fisheries between Indonesia and 
Australia, and the options for developing policy and management frameworks to 
combat illegal, unreported and unregulated fishing activities in Indonesia and 
Philippine waters. This last project contributed to the recent signing of a general 
cooperation agreement between Indonesia and the Philippines to address 
outstanding sea boundary issues and to work towards the sustainable 
management of shared fisheries in the Celebes Sea. 

Assessments of shared Indonesia-Australia fish resources, aimed at improving the 
sustainability and productivity of red- and gold-band snappers, have facilitated 
bilateral negotiations to develop complementary management strategies by Australia 
and Indonesia. The project has also identified Indonesian and Australian nursery areas 
for red snapper and other important habitats, and has highlighted the unsustainable 
nature of current catch levels in Indonesia. Studies on sharks and rays in 
Indonesian waters have identified 128 species to date (20% of which are new to 
science), confirming Indonesia's importance as a key centre of shark and ray 
biodiversity in the region. 

An effective low-cost measure to better manage soil conditions for improved 
productivity and profitability of under-performing aquaculture ponds has been 
demonstrated in Sulawesi. A GIs mapping system capability has also been established 
for use in determining land suitability and capability for aquaculture. 

A suite of projects has addressed the problems of decline in cultured shrimp 
production which started in 1996 and led to losses of around US$300 million a year. 
The shrimp industry in entire regions, along with the livelihoods of numerous small 
producers, was under threat. Two problems, viral diseases and the acidic water of 
shrimp ponds built in acid sulphate soil areas, have been addressed. Successful 
remediation methods have led to healthy shrimp once more surviving to harvest - 
in the case of one trial this was something that had not been seen in the area for three 
years. Under a related activity, project scientists in several parts of Indonesia have 
commenced training and extension programs to improve the knowledge and practical 
skills of smallholder shrimp farmers, enabling them to better control and manage 
shrimp disease threats. 

Breakthroughs in larval and early growout nutrition in the farming of marine finfish, 
together with improved husbandry techniques and better disease prevention and 
control protocols, have contributed to routine hatchery production runs achieving 
unprecedented survival rates (of the order of 30-50% where previously 5% was 
considered high). Smallholders in Bali and other islands have successfully and 
profitably adopted these rearing techniques. 
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- Pests and diseases - Some examples 

Management of rodent pests in rice-based farming systems has improved, with on- 
farm testing in lowland rice production systems indicating a successful reduction in 
rodent populations, rice yields OStIha higher, low damage to rice and lower poison 
usage. Dissemination of information on this system has been furthered though the 
publication, in Bahasa Indonesia, of Non-chemical control of rodents in lowland 
irrigated rice crops, a guide to using the trap barrier system for rats. 

Control of Jembrana disease, a major problem for Bali cattle, has improved through 
an extensive training input that has established a national capacity for diagnosis of the 
disease in five regional laboratories. Through capacity building associated with 
ACIAR supported research the Research Institute for Animal Health has become 
recognised as a regional reference centre for the diagnosis, epidemiology and control 
of the giant liver fluke. 

A sugar project is surveying indigenous gemplasm, pests and diseases of sugarcane 
in eastern Indonesia and neighboring PNG and northern Australia, to improve 
sugarcane management and regional quarantine. Indonesia has the important 
diseases smut and ratoon stunting disease and spread further east could threaten both 
PNG and Australia. PNG also has some unique important pests and diseases - Ramu 
stunt, downy mildew and stalk borer which could endanger the Indonesian and 
Australian industries. The findings of the survey in this region are therefore critical. 
Australian varieties that have shown smut resistance have been provided for breeding 
and commercial assessment by the Indonesian Sugar Research Institute. 

Chromolaena odorata (Siam weed) has become one of the most serious weed 
problems in the wet tropics of Asia and Africa and also poses a threat to Australia. 
This ACIAR project released and monitored a variety of insects for biological control 
of Chromolaena odorata in Indonesia. 

- Crop and livestock productivity - Some examples 

Adoption of simple management strategies for Bali breeding cows to suit the needs 
of farmers on the east Indonesian islands of Lombok and Sumbawa has lifted fertility 
to over 90% and virtually eliminated calf mortality. Feed and labour costs have been 
reduced with weaned male calves sold for an immediate cash return and cows in 
better condition for working. 

A technique for mass propagation of tea plants is allowing wide-scale replanting of 
green and other tea by smallholders, whose inability to replant as often as needed has 
led to declining yields. 

Use of raised beds for rainfed cropping on vertisol soils in Lombok has created a 
way of growing high-value vegetables that were previously susceptible to water 
logging during the wet season. Labour requirements have also been reduced. 

In Sulawesi, field plantings of local cocoa selections are screened for resistance to 
cocoa pod borer, vascular streak dieback and Phytophthora pod rot. Losses due to 
pests and diseases have jeopardised the livelihoods of more than 300,000 smallholder 
cocoa producers. 
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Future Directions and Challenges 

Indonesia's current population is 210 million and is predicted to grow to more than 230 
million in the next twenty years. Average life expectancy is now 66 years, having 
increased by nearly 20 years in the past 30 years. GDP per capita is around AUD 1000. 
Around 20 per cent of the population are living in poverty. 

Indonesia's challenge is to ensure economic growth provides sufficient food from either 
domestic resources or international markets. ACIAR investments that promote 
agricultural productivity and better policies can help that challenge. 

Our investments are small but, at the margin, crucial to ensuring that focused research is 
facilitated. As an example, the research component of the annual budget of Indonesia's 
Agency for Agricultural Research and Development (AARD) is less than AUD 100 
million. While not all our funds go to AARD, they are material in helping ensure that 
maximum value is extracted from infrastructure put in by Indonesia and other donors. 

Our biggest challenge is to work with national (usually Java-based) institutions to focus 
our collaboration more on Eastern Indonesia and on poverty reduction. Indonesia's 
decentralisation policies mean that ACIAR needs to work differently. Our projects now 
have a strong regional focus and extensionladoption strategies are built into project 
design. Without this, our engagement with Indonesia would build research capacity but 
not achieve an improvement in the economy. 














