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Review of Australia’s Relations with Indonesia

The Chairman of the above Review, David Jull MP, wrote to the Premier in
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Western Australian Ministers’ Offices were consulted and a number of Western
Australian Government Departments have provided submissions. These
submissions are attached for the Committee’s consideration.
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Thank you for the opportunity to contribute to this important review.

Yours sincerely
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Office of Federal Affairs

28 October 2002
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197 St George’s Terrace, Perth, Western Australia 6000
Telephone (08) 9222 9888 Facsimile (08) 9322 1213
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BUILDING AUSTRALIA'S RELATIONSHIP WITH INDONESIA:

SUBMISSION FROM THE DEPARTMENT OF AGRICULTURE, WESTERN
AUSTRALIA, TO THE FOREIGN AFFARIS SUB-COMMITTEE INQUIRY

18 OCTOBER 2002

KEY POINT SUMMARY

1.

Western Australia has a strong and established trade relationship with Indonesia.
This relationship is largely based around the export of wheat and livestock:
Indonesia is Western Australia’s third largest agricultural export market.

During 2001/02 Western Australian wheat exports accounted for 72% of all
Australian wheat exported to Indonesia. In the same period, Western Australia
exported live animals to the value of A$65 m.

Indonesia has been identified as one of the most important destinations for future
agricultural exports from Western Australia, particularly in the horticulture,
livestock, meat and dairy sectors. The Western Australian government and
agricultural industry have been working with Indonesia to develop collaborative

initiatives of mutual benefit.

The Western Australian and Indonesian Ministries of Agriculture have recently

drafted a Memorandum of Understanding (MOU) on agricultural cooperation.
The purpose of the MOU is to enhance relations between Western Australia and

Indonesia and develop cooperation in the field of agriculture.

Issues with the potential to impact upon Western Australian trade with Indonesia
include the price sensitivity of the Indonesian market, a 10% VAT on cattle
imports, and Australian opposition to anti-dumping measures requested by
Indonesia flour millers.

The Western Australian agricultural sector strongly supports any initiatives
designed to build a positive and mutually beneficial relationship with Indonesia.

Western Australia and the Department of Agriculture recognise the sensitivities

associated with the recent terrorist attack in Bali and will seek direction from State

and Federal government agencies prior to progressing involvement in the region.
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1. INTRODUCTION

Western Australia has a strong and established trade relationship with Indonesia. This
relationship is largely based around the exportation of agricultural commodities.
Notwithstanding periods of social and economic upheaval, Indonesia has remained a
stable market for Western Australian agricultural exports, particularly in the wheat

and livestock sectors.

There are opportunities for Western Australia to build on this relationship and
increase mutual trade and investment: the Department of Agriculture is working with
Western Australian industry and Indonesian authorities and producers to capitalise on

these opportunities.

As Sister-State to East Java, Western Australia participates in technological
exchanges and numerous collaborative projects. The Sister-State relationship was
established during the 1990s and is managed through the Department of Industry and
Technology: the Department of Agriculture actively engages in agriculture-related

initiatives.

Whilst there are significant opportunities to increase agricultural trade between
Western Australia and Indonesia, the Department of Agriculture recognises the
sensitivities associated with the recent terrorist attack in Bali and will seek direction
from State and Federal government agencies prior to progressing involvement in the

region.
CURRENT AGRICULTURAL TRADE RELATIONSHIP

Indonesia is Western Australia’s third largest agricultural export market. In 2001/02
agriculture and fishery exports were valued at $487 m, an increase of 74% since
1997/98. Close geographic proximity and the need to provide for an increasing
Indonesian population, has facilitated this strong trade link. Major exports to
Indonesia include wheat, live cattle and meat.

Indonesia is Western Australia's largest wheat export market. During 2001/02
Western Australian wheat exports to Indonesia were valued at A$381.6 m and
accounted for 72% of all Australian wheat exported to Indonesia.

In the same period, Western Australia exported live animals to the value of A$65 m;
the majority of exported animals were cattle. Exports of meat have increased steadily
since 1997/1998. In 2001/02 meat exports were valued at A$17.0m; beef represents

the majority of meat exports.

Indonesia is Western Australia’s largest export market for sugar. In 2001/02 exports
were valued at A$9.7 million, accounting for approximately 90% of Western
Australia's total sugar exports and 70% of all Australian sugar exported to Indonesia.

Western Australia also exports dairy produce, seafood, fresh and frozen fruit and
vegetables, and fresh juices to Indonesia.
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OPPORTUNITIES AND INITIATIVES

There are significant opportunities for Western Australia to further develop
agricultural trade with Indonesia; Indonesia has been identified as one of the most
important trade destinations for future agricultural exports from the State.

Export opportunities have arisen for two main reasons. First, the Indonesian
agricultural industry is currently unable to satisfy the demands of the nation's growing
population. The close geographic proximity of Western Australia places the State in a
strong position to help address these shortfalls in domestic supply and to assist in the
development of local industry. Second, as Indonesia recovers from recent economic
difficulties, agribusiness has become a major growth sector, further increasing
opportunities for Western Australian involvement in industry development.

There are mutual benefits to be enjoyed from increased agricultural trade. The low
cost of Western Australian commodities can provide an important boost to the
competitiveness of Indonesian products and assist in the development of the
Indonesian manufacturing sector. Increased exports are of direct benefit to the

Western Australian economy.

Mutually beneficial relationships can be built through the transfer of research,
education and increased trade. The Department of Agriculture and Western
Australian industry is working with Indonesian authorities and producers to capitalise
on these opportunities through a number of initiatives.

Horticulture Initiatives: Developing the Indonesian potato industry

Traditionally, potatoes are not part of the Indonesian staple diet. However the
introduction of fast food into Indonesia has created a substantial demand for
processing potatoes. Consequently, there is significant opportunity to develop the
local Indonesian potato industry and increase exports of Western Australian potatoes.

Over the past year, officers from the Department of Agriculture have worked closely
with the Western Australian Trade office in Indonesia to conduct a range of industry
development programs. During 2002, the Department of Agriculture initiated a six-
month seed potato project with the East Java Department of Agriculture. The aim of
the project has been to build capacity in agronomy, nutrient and irrigation
management, plant pathology, integrated pest and disease management, agricultural
economics, group facilitation, post-harvest marketing, and industry development.

In addition, several farmers from the south west of the State have conducted
numerous training programs for Indonesian farmers. These programs have had a
significant effect in strengthening Western Australian-Indonesian relations.

The Department and Western Australian industry are also working to foster strong
relationships with major importers of processing potatoes, in particular, PT Indofood
Frito-Lay, and to ensure the consistent high-quality of Western Australian export

potatoes.
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Livestock Initiatives: Advancing Indonesian management of cattle feedlots

There are considerable opportunities for Western Australia to participate in the supply
of breeder stock, feeder and slaughter cattle; feedlot management; abattoir, meat
handling and butchering equipment; and education and training programs. There are
also opportunities for Western Australia to increase exports of beef and poultry, game

meats, offal, mutton, goat and lamb.

To date, the Department has been focused on working with Indonesian importers to
improve the management of cattle feedlots. Better feedlot management will
ultimately serve to increase the capacity of the feedlots to handle livestock, bringing
mutual benefits of increased trade and livestock availability.

Future collaborative opportunities exist in the goat industry: the Department has
received requests from the Indonesian government for assistance in reviewing Boer
goat-breeding programs in northern Sumatra and in advising on husbandry and

nutrition in the Sulawesi goat industry.
Dairy initiatives: increasing milk production and identifying joint ventures

Given the current under-supply of dairy milk in Indonesia, Western Australian
involvement in the Indonesian dairy sector has primarily been focused on the
provision of fresh milk and the development of the local milk industry. Due to the
advantage of close geographic proximity, the most significant dairy opportunity for
Western Australia is in the export of fresh milk,

The Department of Agriculture is currently assessing opportunities to increase trade in
fresh milk and other dairy products, as well as identifying opportunities for
collaborative research and development.

Grains initiatives: building relationships with major wheat importers

Whilst the Australian Wheat Board handles the majority of wheat-related trade
negotiations, the State of Western Australia has been actively involved in building
strong relationships with major wheat importers, including P. T. Bogasari Flour Mills.
Such relationships are considered vital to the continued export of Western Australian

wheat.
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Memorandum of Understanding: Western Australia and Indonesia

Following extensive discussions earlier this year, the Western Australian and
Indonesian Ministries of agriculture have developed a draft Memorandum of
Understanding (MOU) on agricultural cooperation. The purpose of the MOU is to
enhance relations between Western Australia and Indonesia and develop cooperation

in the field of agriculture.

The memorandum provides a framework for developing cooperation and enhancing
trade between Western Australia and Indonesia. The focus of the MOU includes
training and education, livestock development, horticultural development, promotion
of joint ventures and collaboration in quarantine.

The MOU will be valid for a period of 5 years after ratification, which is proposed to
take place during November 2002.

ISSUES OF SIGNIFICANCE

Whilst there are significant opportunities to further develop agricultural trade and
investment between Western Australia and Indonesia, there are a number of issues
that have the potential to impinge on such opportunities. These issues include:

Price sensitivity

As the Indonesia market is still ‘immature’ it is also highly price sensitive, creating
ample opportunities for Western Australian competitors to dump poor quality produce
into the Indonesian market at very cheap prices. This is most clearly demonstrated in

the market for fresh fruit and vegetables.

10% VAT on cattle imports

Indonesia has had a longstanding Value Added Tax (VAT) of 10% on cattle imports.
However for many years the Indonesian government turned a ‘blind-eye’ to the
collection of these taxes. In 2001, the government announced that not only was it to
enforce the payment of the VAT, but that it would also seek to recover,
retrospectively, taxes for the previous 12 months. Many importers are refusing to pay
their tax bill and there is potential for the industry to be badly damaged as importers
try to recoup their losses from a price-sensitive market.

10% luxury sales tax on some processed foods

Since January 1, 2001, a 10% luxury sales tax has been applied to certain processed
foods including yoghurt, cheese, and butter. Alcoholic beverages such as wine and
liquor have to pay 75 per cent luxury sales tax. Such taxes may have a limiting affect
on the development of markets for processed goods.
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Potential ban on HGP

The Indonesian government is considering a ban on the importation of livestock
containing Hormonal Growth Promotants (HGP’s). This may have a negative affect
on future exports of livestock to Indonesia.

Wheat dumping

Indonesia is the main market for Western Australian wheat; the Indonesian milling
company, P. T. Bogasari Flour Mills, is the major importer of Western Australian
wheat. In the past 18 months a number of Australian flour exporters have focused on
entering the Indonesian market in direct competition to Bogasari. The Australian
government recognises that flour exports to Indonesia represent an opportunity, not
only to lower the price of flour-based food in Indonesta, but also to enable Australian
producers to ‘add-value’ at source rather than at the final destination. Consequently,
the Australian government has been lobbying Indonesia not to impose the anti-
dumping measures requested by Bogasari.

The Indonesian government supports this position and as a result Bogasari has lost
market share. Bogasari has suggested that if anti-dumping measures are not imposed,
they will purchase wheat from sources other than Australia. If such action were to
eventuate, Western Australian exporters would be most at risk, as Western Australia

supplies the bulk of grain imported by Bogasari.

The anti-dumping issue is currently being negotiated at a national level through the
Department of Foreign Affairs and Trade and the Australian Wheat Board.

CONCLUSIONS

Western Australia enjoys a strong and established relationship with Indonesia.
Agricultural exports and collaborative initiatives are fundamental to this relationship.

The State of Western Australia is actively involved in furthering its relationship with
Indonesia. Western Australian government and industry are involved in numerous
collaborative initiatives of mutual benefit, including the development of the
Indonesian seed-potato industry, the advancement of cattle feedlot management in
Indonesia, and the development of the Indonesian dairy industry. The draft
Memorandum of Understanding between the two Ministries of Agriculture aims to
cement the existing relationship and provide a framework for future cooperation.

The Western Australian agricultural sector strongly supports any initiatives designed
to build a positive and mutually beneficial relationship with Indonesia. '
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Submission to the Inquiry into Australia’s relations with Indonesia
Western Australian Culture and Arts Portfolio

For the attention of: The Foreign Affairs Sub-Committee of the Joint Standing
Committee of Foreign Affairs, Defence and Trade

The Planning and Policy Division of the Western Australian Department of Culture
and the Arts has prepared this submission. It includes information submitted by
ArtsWA (the Western Australian Government agency responsible for arts
development) and the Western Australian Museum.

Sister-State Relationship with East Java

In August 1990, a memorandum of Understanding was signed in Perth between
Western Australia and East Java, which formally established a Sister-State/Province

relationship.

The origins of the relationship emanated in the Western Australian Government’s
Indonesian Strategy of May 1990 which focussed on a long-term approach to
developing Western Australia’s trade and cultural linkages with Indonesia, in
particular East Java. The key objectives for the cultural exchange program were to
develop artist exchange and residency programs, information and reconnaissance
exchanges and to provide support for official activities.

The East Java/Western Australia cultural exchange program was the most active and
productive of Western Australia’s sister-state cultural exchange programs from 1990
to 1995. Numerous artist exchanges were supported between the two states and
official visits took place by officials from the Department of Culture and the Arts and
its counterpart in East Java. In addition, independent artists and arts workers
received State support to develop projects with East Java.

In 1993, the Governor of East Java presented the Western Australian Government
with a double instrument Gamelan orchestra set. A conservation plan for the
Gamelan has been prepared and it currently resides at Murdoch University. A
sculpture, designed and made by Western Australian artists Ann Nejl and Steve
Tepper, was chosen as the State’s gift to East Java.

Apart from one major project involving Perth’s Black Swan Theatre Company
(explained in the next section), the Sister-State relationship with East Java has been
less active from 1995 to present. This can be attributed to changing priorities of
Government and a reduction in funds to support Sister-State related activities.
However, Indonesia has remained an area of interest for the State’s artists and
Museum workers and State funds have continued to support many exciting and

ongoing projects
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Relations with Indonesia — ArtsWA

From 1998 to 2001, ArtsWA implemented a strategy entitled Expanding Horizons to
guide its support for international arts activity. Included in Expanding Horizons was
a commitment to development of opportunities with the Indian Ocean Rim nations,

including Indonesia. Expanding Horizonsis in the process of being reviewed.

Exchanges between individual artists and local arts organisations based in Western
Australia with Indonesian hased artists occur on a regular basis. ArtsWA sometimes
make a financial contribution to such activity through its grants program. ArtsWA
also makes an annual financial contribution to Asialink for residencies for writers,
visual artists, performing artists and arts managers across Asia, including Indonesia.

Three major arts initiatives between Indonesia and Western Australia have occurred
in recent times.

The State of Western Australian has long-standing Sister State relationships with
East Java, Indonesia. Black Swan Theatre Company made a very important
contribution to the East Java relationship with their 1999 Festival of Perth
production of The Year of Living Dangerously. Black Swan Theatre Company
continues to have a close relationship several arts organisations in East Java and
is supported in this work by ArtsWA and the Department of Industry and

Technology.

The ‘Gilgamesh Project’ brings together a unique partnership of international
artists and institutions, including Nova Ensemble of Fremantle, Perth, Warogus of
Bandung in West Java, Indonesia and the Daksha Sheth Dance Company of
Kerala, India. Initiated in 1999, this project will result in a production
incorporating contemporary Indian, Indonesian and Australian dance and music.
Previews of this on-going project have featured at the JakArt 2001 Festival in
Indonesia and the Perth International Arts Festival (PIAF) in 2001 and the
forthcoming 2002 PIAF. ArtsWA has provided financial support for various
components of this project from 1999 - 2002.

There is a long-standing exchange in textile traditions between Indonesia and
Western Australia. Most recently, Western Australia textile artist Jennifer Dudley
attending the opening and seminars for the exhibition *Tracking Cloth’ in
Yogyakarta, Indonesia in 2002. ArtsWA covered the cost of airfares for Jennifer

Dudley to attend this event.

Culture and the arts can play a key role in building a positive and mutually beneficial
relationship between Australia and Indonesia. This role could be further increased
with the provision of specific resources addressed to this end.
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Relations with Indonesia — Western Australian Museum

Biodiversity Survey

e The Western Australian Museum has a long-standing and ongoing relationship
with its Indonesian national counterpart, the Museum Zoclogicum Bogoriense
(MZB). For nearly 15 years the two institutions have conducted collaborative
research projects on the taxonomy, biogeography and ecology of vertebrate
fauna on the islands in the eastern archipelagos of Indonesia, immediately to the
north of Australia, which have resulted in the publication of over 80 research
papers and the description of over 40 new taxa. Consequently, the Western
Australian Museum holds one of the most significant collections of Indonesian
fauna outside Indonesia. Several colleagues from the MZB have also undertaken
and completed postgraduate training at the University of Western Australia under
joint supervision by Museum staff and there have been several exchange
programs between staff of the two institutions.

Cultural Studies

¢ The Museum has a strategic commitment to developing and supporting stronger
ties with its near neighbours in the Indian Ocean Rim in the areas of research
partnerships, commercial ventures and cultural exchanges. For example in 2001,
Anna Edmundson of the Museum’s Anthropology Department was sent to
Indonesia for one month's intensive language training at Salitiga University in
Central Java in order to maintain her high fluency level in readingfwriting and
speaking Indonesian. Ms Edmundson is currently involved in a long-term research
project with the Sabah State Museum in Malaysian Borneo, but will be travelling
to Indonesia next year to investigate the possibility of conducting material culture
research in Irian Jaya.

Maritime Studies

e The relationship of Western Australian Museum with the DKI Museums Jakarta
(Museums of Jakarta province) has come a long way in the last year or so. In
May 2001, two staff from the DKI Museums visited the WA Maritime Museum and
the WA Museum Geraldton to explore the possibility of building a replica stone
portico in Jakarta. Subsequently Museum Bahari organised an International
Seminar on the Stone Portico in Jakarta in October 2001. Dr Rik Malhotra was
invited to make presentations at the seminar. He gave two lectures — 'Replica
Reconstruction of the Portico’ and ‘Building and Journey of Replica Longboat of
Batavia to Jakarta’. He also received a strong interest from the Directors of DKI
Museums to set up sister museum relationships as well as in receiving the replica
long boat in Jakarta when she sails to Jakarta from Geraldton.

e The interest of the Indonesian Government in the Replica long boat seems to be
very strong. On the occasion of the launch of the replica long boat project by the
Minister on 9 July 2002, the Cultural Attaché represented the Indonesian
Ambassador to Australia. He promised all possible support to the re-enactment of
the journey part of the project by the Indonesian Government.
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