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Terms of reference

Building Australia’s relationship with Indonesia

The Joint Standing Committee on Foreign Affairs, Defence and Trade
shall inquire into and report on Australia’s relationship with the
Republic of Indonesia, focussing in particular on building a relationship
that is positive and mutually beneficial.

The Committee shall review the political, strategic, economic (including
trade and investment), social and cultural aspects of the bilateral

relationship considering both the current nature of our relationship and
opportunities for it to develop.

Referred by the Minister for Foreign Affairs, 22 August 2002
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AAHL
ADAB

ACIAR

AFFA
ATSE
AQIS
AusAID
Balivet
BPPT

BOM
BMRC
BRKP
CCSBT

CIFOR
CU
COSTAI

C5F
CRIFC
CRIFI
CSIRO

CVAP
DEST
DGF
FMD
FORDA

GOOS
GSLP
iivBDV
IPB
I0TC
LDEO

List of acronyms

Australian Animal Health Laboratories

Australian Development Assistance Bureau
(predecessor of AusAID)

Australian Centre for International Agricultural
Research

Agriculture, Fisheries and Forestry — Australia
Australian Tree Seed Centre

Australian Quarantine and Inspection Service
Australian Agency for International Development
Indonesian National veterinary laboratory

Agency for the Assessment and Application of
Technology, Indonesia

Bureau of Meteorology
Bureau of Meteorology Research Centre
Indonesian Agency for Ocean Research and Fisheries

Commission for the Conservation of Scuthern Blue
Fin Tuna

Centre for International Forestry Research
CSIRQ Division of Livestock Industries

Committee on Science and Technology, Australia
Indonesia

Classical swine fever
Indonesian Central Research Institute for Food Crops
Indonesian Central Research Institute for Fisheries

Commonwealth Scientific and Industrial Research
Organisation

Climate Variability in Agriculture Program
Department of Education, Science and Training
Directorate General for Capture Fisheries

Foot and mouth disease

Indonesian Agency for Forest Research and
Development

Global Ocean Observing system
Government Sector Linkage Program
infections bursal disease virus

Indonesian Institute of Agricultural Sciences
Indian Ocean Tuna Commission

Lamont Doherty Earth Observatory
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LIPI
NAQS
ONR
RAN
RCCF
RIMF

TOGA
SBT
SIO
USDA
WOCE

indonesian Institute for Sciences
North Australia Quarantine Strategy
Office of Naval Research

Royal Australian Navy

Research Centre for Capture Fisheries

Indonesian Agency for Marine and Fisheries
Research

Tropical Oceans Global Atmosphere
Southern Blue Fin Tuna

Scripps Institute of Oceanography
United States Department of Agriculture
World Ocean Circulation Experiment
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Executive summary

CSIRO has developed long lasting relationships with its counterpart agencies in Indonesia over
the past thirty years that will continue to (and most recently have) weather the political, financial
and economic crises affecting Indonesia. The basis of this relationship has developed as a result
of the pursuit of knowledge by scientists in both countries. The investment in science has a
direct link to the development (and modernisation) of industries and productivity.

Australia through its aid program, has invested in the training of tens of thousands of Indonesian
postgraduate students since the 1960s. To complement this, CSIRO has also provided short-term
training to many hundreds, possibly thousands of scientific personnel from the agencies with

which it works.

It is through these types of arrangements that a cadre of highly qualified and in many instances
well positioned, personnel who are knowledgeable about Australia and its people are able to
promote the benefits of the bilateral relationship. Australians also benefit from such exposure to

people from a different culture and background.

CSIRO's excellent record with its research counterparts has been as a direct result of our
participation in projects funded by the Australian aid program. More recently through World Bank
funding we have been able to build on the previous reiationship developed through work
undertaken through AusAID’s predecessors. It is as a result of our past activities with Indonesian
science agencies that CSIRO is hoping to move forward to work with Indonesia’s private sector.

CSIRO as well has been investing its own funds in the development of Indonesian research staff,
A special postdoctoral fellowship scheme was introduced for a period of three years in the late
1990s to enable young ‘high fliers’ from research institutes to work in CSIRO for periods up to 6
months getting to know CSIRO and the Australian system. The majority of the Indonesians who
took advantage of this scheme were from the Ministry of Energy and Mineral Resources and this
has had the consequences of positioning CSIRO welf with staff within this Ministry.

At the completion of a five-year World Bank project with LIPI, CSIRO recognised the benefits of
continuing the relationship and commenced a five-year study award scheme to enable LIFI and
CSIRO to undertake exchange visits for periods of up to three months.

However the economic realities within Indonesia and CSIRO will mean that the level of continued
interaction will be a challenge, With the trend for Australian aid programs to require recipients to
meet salary and on-costs, means that any future aid-type activity will need to be closely

assessed.

In the future areas where CSIRO may best provide assistance for Indonesia lie with the minerals,
forestry and agriculture sectors. We look to the Australian government to consider ways whereby
funds can be provided to maintain and develop the relationships we have enjoyed with our
Indonesian counterparts in the past. If this can be done then the benefits will be enormous.

622



1. Background

At this time of national mourning in both Indonesia and Australia, the strength of the bilateral
relationship will be critical in overcoming tensions that will again inevitably arise. Indonesia, as
one of our nearest neighbours, and also one of the most populated countries in the world, will
require Australia to be a good and tolerant neighbour in order to assist them in maintaining the

security of the region.

Security in this instance can mean personal and physical security, security of the economic
resource base and security of systems.

Since the early 1970s, CSIRO has had good collaborative relationships with its counterpart
agencies in Indonesia. The maintenance of these relationships has been and still is vital to
enable CSIRO to work on issues of importance to both countries. The similarity of our countries’
flora, fauna, and climate, and the common sea boundaries mean that we have had to work
together in order to understand our environment and prevent future threats. An example of the
type of work that has been undertaken in the past is the eradication of the foot and mouth
disease (FMD) virus from Indonesia. This had the effect of creating a buffer zone between
northern Australia and mainland Asia, where FMD is endemic. Current areas of importance
include the management of our internationally shared fisheries resources, which if handled
incorrectly could mean the depletion of many of our important fishing stocks, many of which have
their spawning grounds in Indonesian waters. The Indonesian seas also have direct social and
economic impact to both Australia and Indenesia especially in relation to globa! warming.

In the mid 1990's the CSIRO Executive made a commitment to develop a strategic relationship
with CSIRO’s counterpart research agencies in Indonesia. The CSIRO Chief Executive committed
the Organisation to assisting with the development of Indonesia’s research capacity and
infrastructure for both national and neighbourly reasons. With a population of over 211 million
people, Indonesia will become a large market for our exports’. It will also eventually become a
powerhouse in Asia and it will be to Australia’s detriment if we don't handle the relationship
carefully. We need to continue to look at maintaining a set of arrangements to benefit Australia’s

longer-term relationship.

Organisations such as CSIRO have traditionally been very important in maintaining these
relationships even when times are difficult at a governmental level — collaboration between
scientists transcends national borders and their inherent political encumbrances.

2. Historical relationship

CSIRO has worked with research institutions in Indonesia since the early 1970's when it was
awarded an Australian aid project to establish a research institute for animal production in Bogor.
Over the next decade CSIRO's assistance to Indonesia was aid based and its focus expanded to
include assistance in the forestry sector through the provision of seeds of Australian trees to
assist Indonesia in meeting its needs for additional sources of timber, fuel and woodchips, as well
as providing advice, information and training for the establishment of an Indonesian metrology

laboratory.

With the establishment in 1983 of the Australian Centre for International Agricultural Research
(ACIAR), large amounts of aid funds were devoted towards international agricultural research
which meant that collaboration between Indonesian research agencies and CSIRO focussed
mainly on agribusiness activities until the early 1990s.

Foilowing an ASEAN-Australian Forum held in Canberra in Jar{uary 1984, the ASEAN Committee
on Science and Technology established a program to upgrade ASEAN capabilities in the
management of science and technology. ADAB (the predecessor of AusAID) agreed to fund two

! Indonesia Fact Sheet Department of Foreign Affairs [http://www.dfat.gov.au/geo/fsfindo.pdf]
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projects, one on S&T Policy Development and Program Management and the second on the
Management of Research and Development. CSIRO managed the latter project that invoived
training for three levels of R&D managers from ASEAN institutions — senior managers who were
directors of institutes, middle managers, and human resource trainers.

Under the Chairmanship of the then Minister for Research, Professor Habibi, the Indonesian
Institute for the Assessment and Application of Technology (BPPT) became the major research
agency from about 1990. There were thousands of staff sent abroad for postdoctoral fellowships
as well as funds available for collaborative activities. As a consequence CSIRO expanded its
collaborative research activities to include the non-agricultural sector. The time coincided with a
series of high level visits to Australia by senior BPPT staff and the establishment of the bilateral
science and technology agreement. It also marked a time when the World Bank recognised the
importance of research agencies in Indonesia for the development of the nation, through the
funding of major projects to develop BPPT and the Indonesian Institute of Sciences (LIPI).

With the establishment of the Australian Indonesian Ministerial Forum in the early 90s, the formal
bilateral relationship was strengthened through the development of Ministerial Working Groups.
This had the flow on effect of increasing the number of research agencies in Indonesia with
which CSIRO collaborated. The Australian Government through AusAID’s Government Sector
Linkage Program (GSLP), provided funds to Australian government bodies to encourage the
collaboration with their counterpart Indonesian agencies under the Ministerial Forum process.
New relationships were developed between CSIRO and the Indonesian Ministry for Energy and
Mineral Resources and latterly, the Ministry for Marine Affairs and Fisheries.

In the mid 1990s CSIRO bid to manage both World Bank projects to assist the development of
BPPT and LIPI and in March 1997, was awarded a five year contract to the value of $A7.2 million
to advise and assist LIPI in developing an enhanced capability to deliver and manage contract
research with special emphasis on providing services to the private sector.

The CSIRO postdoctoral fellowship scheme was introduced in 1999 for a period of 3 years and a
number of Indonesian officials from the Directorate General for Geology and Mining (DGGMR)
completed programs within CSIRO, helping to cement the relationship.

In early 2000 CSIRO started to focus its attention on collaboration with the Research and
Development Centre for Oil and Gas, under the Ministry of Energy and Mineral Resources,
previously the research arm of Pertamina. This also involved working with private industry in

both Indonesia and Australia.

with the completion of the World Bank project within LIPI in June 2001, CSIRO agreed to
maintain its relationship with the Indonesian Institute of Sciences and announced a five-year
program of study awards that would encourage further collaboration and understanding of
processes, through a series of visits to each other’s institutions.

3. Agreements with Indonesian agencies
As a reflection of the active program CSIRO has developed over the past 30 years with Indonesia,

the Organisation has entered into many corporate and divisional agreements or Memoranda of
Understanding with Indonesian ministries and agencies. However many interactions occur

without the aid of formal agreements.
The Corporate agreements that currently exist are as follows:

. CSiRO and LIPI (the Indonesian Institute of Sciences) first -signed in June 1983 and
renewed in November 2000

e CSIRO and Ministry of Forestry signed in October 1996 (this is currently being renewed)
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e CSIRO and the Ministry of Marine Affairs and Fisheries entered into on 6" November
2000

e CSIRO and LIPI Study Awards signed 8 November 2000 to enable staff of each
organisation to undertake visits to their reciprocal organisation for periods of up to three

months

e CSIRO and the Research and Development Agency for Energy and Mineral Resources,
Department of Energy and Mineral Resources signed in July 2001

Most of these agreements are umbrella agreements to encourage the conduct of applied research
and development activities in various research fields; and the transfer of related scientific
knowledge and technologies to practical applications for private industry and government

agencies.

To supplement these agreements, collaborative research is also undertaken under formal
agreements negotiated by other Australian government agencies such as the Australian Centre
for International Agricultural Research (ACIAR), AFFA and DEST.

4, Working Groups under the Australia Indonesia Ministerial Forum

Due to the wide range of research interests CSIRO has developed with Indonesia, the
Organisation participates in many of the Working Groups that have been established under the
Australia Indonesia Ministerial Forum process either as members or chservers of the Working
Groups. The Working Groups that CSIRO has been associated with include, the Working Groups

on.

Agriculture and Food Cooperation
Energy and Mineral Resources
Science & Technology (COSTAI)
Housing & Public Works
Environment

Marine Affairs & Fisheries

During the visit to Australia by the then Minister for Forestry, Dr Marzuki Usman in July 2001,
discussions were held between the Minister, his delegation and CSIRO Division of Forestry and
Forest Products about the possibility of establishing a similar Working Group for Forestry, or
expanding the present Working Group on Agriculture and Food Cooperation, so that it might
include forestry. This was raised with the Australian Minister for Agriculture, Fisheries and
Forestry at the time however shortly after the return to Indonesia by Dr Usman, there was a
Ministerial reshuffle in Jakarta and this idea didnt progress. CSIRO would be very keen to
promote the establishment of either a new working group or a task force within the Agriculture
and Food Cooperation Working Group due to the Importance of the forestry sector and the
assistance Australia could play in building Australia’s relationships with Indonesia.

With the many problems Indonesia has experienced over the past five years, and also the hiccups
that have been experienced in the bilateral relationship, many of the Ministerial meetings and the
Working Group meetings have not occurred. This has meant that priorities have not been
established for some of these Groups.

Some Working Groups have been more successful than others eg the Agricuiture and Food
Cooperation Working Group has been particularly active over the past five years. However the
Working Groups on Science and Technology, Energy and Mineral Resources and Housing and
Public Works have not met since early 1999. It is our understanding that the Public Works Group

is now defunct.

For CSIRO the ability to contribute to these Working Groups depends on the availability of funds
from AusAID’s GSLP. However these funds are harder to access due to the criteria that is set by
AusAID. Not only do proposals need to be related to the priorities determined under the
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Ministerial Forum process but they should also “contribute to one or more of the six priority areas
targeted by the Australia Indonesia Development Cooperation Program viz., governance; health;
water supply and sanitation; natural resource management/rural development; education and
training; and conflict prevention, peace building and disaster management™. Very few of these
areas relate to the Working Groups with which CSIRO is associated.

As well, funds available under GSLP do not cover salary or salary on costs, which must be met
through CSIRO'’s appropriation funds. Given other demands placed on CSIRQ's appropriation it is
not always possible for CSIRO Divisions to take advantage of the GSLP.

5. Research activities with Indonesia

CSIRO is currently undertaking the annual review of activities the Organisation implements
internationally. This update will be completed in late November 2002 and can be provided to the
Parliamentary Review Committee at that time if required. In the interim, the information
obtained last year relating to CSIRO activities in Indonesia that began in 2001, or continued from

2000 included:

Agribusiness
+ technology transfer of bovine disease diagnostics
e sustainable parasite control strategies by improving host genetic resistance, grazing

management and strategic nutritional supplementation

improving livestock productivity from thornless acacias

management of whiteflies as pests and vectors of plant viruses in Asia

evaluation of new vaccines for classical swine fever

management of rodent pests in rice-based farming systems (5 partners)

transfer of a diagnostic capability for the identification of duck viral enteritis

equip and train staff at the Indonesian Research Institute for Veterinary Science to safely
handle and test specimens where Nipah virus may be suspected

comparison of cattle & pigs as sentinel animals for Japanese Encephalitis (JE) virus in
endemic areas

evaluation of medicated urea-molasses blocks

control of bee mites

improved integration of high quality forages in the crop-livestock systems of Sulawesi
optimising crop livestock systems in West Nusa Tenggara Province

developing effective pest management for strategies to control the leaf miner

Environment and natural resources

biodiversity collections and information management
collaborative research to interface software platforms to an airborne radiometric
spectrophotometer
management and conservation of the Terubuk fishery in Riau Province, Sumatra
productivity of tropical timber plantations (7 partners)

o taxonomy of the shoot barer, Hypsipyla robusita, a serious timber pest, and allied species
in the Asian/Australian region

e Dbiological and ecological features of the shared snapper stocks of northern Australia and
eastern Indonesia, and the social and financial structure of the fishery
modelling smoke transport from Indonesian biomass burning
provision of air pollution meteorological modelling studies
building a comprehensive ocean observing network from an array of autanomous
profiling floats — part of the global Cooperative Ocean Cbserving Experiment

e artisanal shark and ray fisheries in Eastern Indonesia: their fisheries characteristics and

socioeconomics

2 australia — Indonesia Government Sector Linkage Program Guidelines p 2
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monitoring the long line catch of Southern bluefin tuna landed in Indonesia
improved hatchery and grow-out technology for grouper aquaculture in the Asia-Pacific
region

o application of molecular marker technologies for genetic improvement of forest plantation
species

o Heart rots in plantation hardwoods

Radioastronomy

e a CSIRO postdoctoral fellowship at ATNF for an Indonesian scientists to study radio
properties and stellar winds of massive stars

Manufacturing and construction

international recognition of Indonesian physical standards

strengthening KIM-LIPI and the Indonesian National Calibration Network
harmonisation of standards in loadings for structural design

harmonisation of durability standards (5 partners)

alignment of performance criteria for concrete infrastructure in the Asia-Pacific region
Asia Pacific Metrology Programme (APMP)

provision of technical training to assist participation in the Global MRA

Minerals and energy

strontium isotope chronostratigraphy for petroleum exploration

expanding Indonesia’s capacity to assess sea-floor mineral resources

a geoscience data production strategy for eastern Indonesia

the application of Australian technologies to the study of Indonesian ore deposits
petroleum systems analysis for the NE Java Basin

fluid migration study
two postdoctoral fellowships for staff of the R&D Centre for Qil & Gas

Detailed submissions from several CSIRO divisions are also included as Attachments to this
document.

6. Effects on CSIRO as a consequence of the changes in the political, social and
economic landscape in Indonesia

Over the past five years CSIRO’s total number of interactions with Indonesia has ranked third
behind the USA and Japan for CSIRO’s overall international interactions. Given the political and
economic landscape over this period this provides proof of the extent of the good relationships
developed between CSIRO and our research counterparts. However it is likely that this number
of interactions will drop this year due to the continued unsettled environment in Indonesia.

CSIRO was to have opened an office for the Centre for Sustainable Urban Regional Development
in Jakarta in 1997. This office was to help the Australian building and construction industry,
especially the SMEs, with accessing parts of the market where S&T components would be an
advantage, and also to provide a high-speed communications link through CAD conferencing.
However as a result of the financial crisis in Indonesia and the virtual cessation of major building
activities the Australian building sector decided not to proceed with this initiative and it was never

reactivated.

Several planned activities that were to be conducted over the period from 1997 had to be
deferred due to the unsettled situation in Indonesia, however they all eventually were
undertaken. For example one activity funded under AusAID's Government Sector Linkage
Program in 1998/1999 had extreme difficulties. The project was to create within Indonesia an
advanced capability to employ its Baruna Jaya fleet for locating and assessing polymetallic sulfide
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mineral deposits in Indonesian territorial waters, in order to encourage more detailed exploration
and potential exploitation by private enterprise. It was originally scheduled to take place in
November 1998 but was deferred due to problems with Indonesian counterpart funding. It was
then rescheduled for September 1999. A day before the research vessel was to have departed
Jakarta, the international peacekeeping force arrived in East Timor and it was recommended that
the activity be delayed a further six months. Eventually, three years after it was scheduled to
commence, the research project was completed extremely successfully and with formal requests
for CSIRO to participate in further similar collaborative activities. It should be noted that Antara
recently reported that a domestic investment company, PT INTAN, plans to conduct an
exploration of oil and gas reserves in the North Sulawesi waters.> This exploration is most likely a

direct result of the GSLP activity.

Regretfully the activities that CSIRO had begun to develop with industry partners have almost
disappeared due to uncertainties in the Indonesian market place. This particulariy applies to the
minerals sector where the introduction of regional autonomy laws and the subsequent ‘confusion’
about the regulations has meant the large downturn in foreign investment by the mining
companies into Indonesia.

As well, the constant change within the various Ministries and departments has had impact on the
work we had commenced with the R&D Centre for Qil and Gas. Whilst there was strong interest
the level of collaboration did not grow significantly. Recently CSIRO Petroleum reviewed its
business development effort in Indonesia and decided to restrict further marketing expenditure
pending an upturn in the Indonesian economy. The Division is still active in the regicn mostly
through repeat business with existing customers (both multi-national oil companies and service
companies). The latter business is estimated to be in the order of $2-300,000 per annum for the

foreseeable future.

The introduction of regional autonomy aiso has affected the ‘aid funded’ activities that CSIRO has
developed. As detailed in Attachment 3 the CSIRO Division of Livestock Industries reports that
“the defining of national priorities has become less focussed recently, and that where national
priorities can be agreed, it is often difficult to secure adequate funding as resources must be
negotiated from provincial budgets rather than from a central pool and thus must compete
directly with provincial priorities. These concerns are mirrored at the provincial level, where some
of the laboratories previously involved in collaboration with Australia are reporting difficulty in
performing their functions owing to a lack of funding. There is a concern that some of the
capability that has been developed over the past 2-3 decades may be rapidly lost™,

Since the downfall of the Suharto Government Indonesia has increased the number of
conservation parks. This has meant that the revenue obtained from private sector logging in the
state owned forests has decreased. As the flow on from this, the Indonesian Agency for Forest
Research and Development (FORDA) has had its operating budget reduced by 60%. This will
have implications on their ability to meet their counterpart responsibiliies for any future
collaborative project that may be undertaken. This may of course have a positive effect in forcing
them to work more closely with industry. Recently CSIRO has worked with FORDA to help them
plan and prioritise their programs, focussing on where the need is most great and how to connect

with industry.
7. Government Sector Linkage Program

As indicated above CSIRO has participated in the GSLP activities since its establishment in
1998/1999. The contribution AusAID has made to the projects carried out by CSIRO exceeds
$1.3 million with CSIRO making a similar contribution. The projects that have been supported

are:

3 Friday, 4 October 2002, LKBN Antara
* CLI submission - Review of Australia’s relations with Indonesia October 2002 p 4

628



























































































































