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Preamble 
Union Aid Abroad - APHEDA welcomes this opportunity to present a submission to the Committee's 
inquiry into Australia's relations with Indonesia. The recent tragedy in Bali has highlighted the 
importance of steering Australia's foreign policy in a positive direction which can facilitate stability in 
Indonesia, the region, and the world. It is hoped that this inquiry will contribute to shaping the future 
direction of Australia's foreign policy. 

Union Aid Abroad - APHEDA believes that the formation of a stable democratic Indonesian nation is 
in Australia's national interest and that a mutually beneficial relationship between our two countries can 
be achieved through an enlightened foreign policy approach. 

It is necessary to state at the outset that what Union Aid Abroad - APHEDA understands by the term 
'mutually beneficial relationship' between Australia and Indonesia is one where the civil society of both 
nations have full enjoyment of basic human rights, live in peace and harmony, and in understanding of 
our differences while building a strong friendship. This submission is therefore made with the 
following premise: 

That threats to security are detrimental to the relationship between Australia and Indonesia. 
a That threats to security include the persistence of poverty, and the abuse of human rights of the 

citizens of Indonesia. 
0 That it is in Australia's national interest to therefore reduce the threats to security in Indonesia in 

order to create a strong and vibrant civil society which can engage productively and peacehlly with 
our nation. 

This submission will consequently focus on the following key areas which Union Aid Abroad - 
APHEDA believes to be intimately connected to improving the security of Indonesia:- 

Boosting foreign aid to Indonesia 
Strengthening civil society through improving workers' rights 

rn Enforcing responsible trade and investment policies 
Engaging in effective counter terrorism measures 



1. Introduction 

1.1 About Union Aid Abroad - APHEDA 

Union Aid Abroad - APHEDA was founded in 1984 and is the overseas humanitarian aid agency of the 
ACTU. Almost all Australian national unions and their state branches are members of APHEDA, as 
well as all State Labor Councils, many regional Labor Councils and several hundred individual union 

. and non-union members. 

APHEDA directly supports training projects in education and vocational skills training in developing 
countries. Many of APHEDA's projects are designed to strengthen community development and 
human rights including workers' rights, and to help communities organise around these important 
issues. 

APHEDA is providing skills training for workers in Indonesia, East Timor, South East Asia, the 
Pacific, the Middle East and southern Afiica on behalf of our members and donors. Currently, 
APHEDA is assisting over 50 training projects undertaken with 42 separate project partners in 14 
countries where workers and their families face poverty, exploitation &or civil conflict. 

APHEDA's funding is provided by an annual grant from the ACTU, by sponsorship of overseas 
projects by many unions, by donations from individual trade union members and non union members, 
as well as by grants, submitted for on a competitive basis, from AusAID. 

1.2 Union Aid Abroad - APHEDA's work in Indonesia 

Union Aid Abroad - APHEDA began working in Indonesia in 1998 by assisting the Labour Education 
Centre in Bandung to develop their capacity as a training centre for workers and labourers. The Labour 
Education Centre is an Indonesian government registered non-profit organisation founded to conduct 
education sessions and to publish labour education materials for organisers of unions. This partnership 
has been on-going for the past four years. Currently, APHEDA is providing assistance in the following 
areas: 

0 Addressing the training needs of newly emerging democratic structures that represent workers in 
industrial and legal advocacy, through undertaking direct training programs for workers in the 
textile, banking, teaching, and hotel and hospitality industries in Bandung and three other 
provinces. This training includes organising skills, labour law, gender issues, international 
conventions, and basic industrial negotiations. 

Supporting capacity building activities within the Centre, including further development of 
curriculum as necessary and additional training for staff 

APHEDA has a long-term commitment to the people of Indonesia, especially those who are poor and 
disadvantaged. We strongly support the Indonesian peoples' wish to improve their overall economic, 
cultural and social security and will continue to provide training to workers to assist them in this 
endeavour. 



2. Foreign Aid to Indonesia 

Union Aid Abroad - APHEDA believes that foreign aid is an important tool in improving the security 
of the Indonesian people. In this regard, we wish to focus on three aspects of Australia's foreign aid to 
Indonesia - the quantum, the allocation and the delivery of the aid dollar. 

2.1 How Much Aid? 
Firstly, it needs to be highlighted that the overall level of Australian foreign aid is not adequate, 
representing only 0.25 % of GNP in 2002-03. APHEDA strongly believes that Australia should aim to 
eventually increase its foreign aid to the United Nation's recommended 0.7% of GNP. When this 
occurs, the level of foreign aid channelled to Indonesia will rise proportionately. This is APHEDA1s 
prefened outcome as we do not advocate increasing foreign aid to Indonesia at the expense of another 
country. Currently, Australia provides $12 1.6 million (2002/03) in aid to Indonesia. 

2.2 Where Should Aid be Directed? 
Australia should adopt a long term perspective to the direction of our aid dollar and use it to improve 
the livelihood of the poorest, and most marginalised communities of recipient nations, including 
Indonesia. While the links between aid and human rights in the Austrdian government's overseas aid 
program are better than in some other industrialised countries, there is still room for improvement in 
ensuring our overseas development assistance is rights based, ztnd is sensitive to the needs of the poor 
in developing countries, not just their political leaders. 

Studies have shown that the gap between the rich and poor both within and between nations is growing, 
and the global economic system is not bridging this gap in any meaningful way. One problem is that 
the wealth being created globally does not necessarily reach those who need it the most. Of the world's 
six billion people, 1,200,000,000 are struggling to live on less than $US1 a day while another 
1,600,000,000 are trying to exist on between $US 1 and $US2 a day (World Development Report 
2000/2001). Rather than the poorest benefiting, quite the opposite appears to be happening - those 
who have wealth and power gain almost all the benefits of global growth, while those who are weak 
and poor receive very little. 

For all the vast wealth being created in our globalised world, per capita income in more than 100 
countries is now lower than it was in 1985 (UN Millennium Assembly). The structures of our global 
economy have driven down real wages for workers in many wuntries, while for the rich and powerful, 
salary levels have reached stratospheric heights. In Indonesia, the value of wages for labourers have 
dropped three times below what it was in 1990 (Hadiz, 1992). 

This indicates that a strong interventionist approach to directing and generating wealth is necessary 
given the failure of the market mechanism to bring about prosperity for all. h this regard, our foreign 
aid program should be directed where it can create the biggest impact - that of improving the 
livelihoods of the disadvantaged and the poorest of the poor. This approach should also inform our 
foreign aid policy in Indonesia. 

2.2.1 A Rights Based Approach to Our Foreign Aid 
Respect for human rights is essential for human development to be achieved. Respect for civil and 

-political rights alIows those without power in society to have a voice in the direction of their country's 
economic, social and political development. When ciiizens have the right to a genuine vote, they can 
pressure their elected officials on issues such as increasing wage levels, and ensuring there is sufficient 
level of taxation paid by all to meet the requirements of health, education and infrastructure. They can 
also have a voice in the regulation of industries and control of pollution and in ensuring that economic 
decisions are made with social and cultural values in mind. 



Respect for economic human rights is essential for ordinary working men and women to enjoy their fair 
share of the economic benefits they are creating through their work. Respect for humm rights would 
overcome the problem of economic exclusion. Many workers in factories, mines and plantations in 
developing countries, including Indonesia, work for poor wages, under abysmal working conditions, 
with no social safety net and no legal protection (Hadiz, 2002)'. Respect for freedom of association 
would allow such workers to join together, to organise and to collectively bargain for better wages and 
working conditions. Respect for the right of non-discrimination on the grounds of gender, race, 
religious beliefs or ethnicity would help ensure that historically marginalised people enjoy the h i t s  of 
their labour on the same terms as other workers. The right to a minimum age of employment and the 
right to an education prohibits abusive child labour and requires employers to respect the rights of 
children. 

Foreign aid can be used to facilitate adherence to human rights, and it is necessary to focus on 
providing the foundations on which these rights can be exercised. For instance, in Indonesia, education 
is free from primary to high school and is compulsory. However, many schools stiU charge monthly 
fees and with the economic crisis faced by the country, school dropout rates have risen dramatically. 
The National Planning and Development Board of Indonesia estimated that primary school drop-outs in 
1999 was eight million, and the percentage of the 12 to 15 year-old population attending junior high 
school declined from 78 percent to 58 percent2. 

The economic crisis in Indonesia means that Indonesia is not only looking at a future with people in 
poorer health (as key gains in reducing infant and maternal mortality or in child immunisation slow 
down or are reversed) but also a 'dumbing down' of its population. The country's citizens are bound to 
be even less literate and skilled than the previous generation. John Williams, former senior director of 
the United Nations Children's Fund (UNICEF) has noted that the "physicd and intellectual capacity of 
a massive cohort of Indonesian infants and children" has been damaged3. 

In view of Indonesia's ailing economy and massive debt, foreign aid is the only option in preventing 
further deterioration of the country's education, health and social sectors. APHEDA recommends that 
the majority of Australian aid to Indonesia be channelled to these sectors as a matter of priority. The 
number of Indonesians living in poverty has increased to over 100 million and unless their basic needs 
are met, we will be fomenting the growth of disaffection and creating a fertile ground for the 
recruitment of combatants in unwanted conflicts. 

It is important to note that Indonesia's debt is a critical determinant of how the nation can maintain 
some level of stability. Professor Ross Buckley of the Tim Fischer Centre for Global Trade and 
Finance at Bond University has stated that "[tlhe repayments due by Indonesia to its mainly official 
creditors between 2004 and 2006 will far exceed any capacity Indonesia could even potentially have to 
pay themu4. By having to service its loans through starving its health, education and social service 
sectors, the poor will be further penalised. To quote Professor BuckIey again - "The debts of 
effectively bankrupt nations are repaid at the expense of the most basic human rights of their own 
citizens." It is imperative that Australia seeks to ameliorate this situation by working with other nations 
(especially the G-8) towards a fair global bankruptcy regime which permits countries like Indonesia to 
service its debt in a manner which does not undermine public spending on health, education and other 
social infi-astructure. 

' Hadiz, V.R. 2002, "The Indonesian Labour Movement", Southeast Asian Afaim, pp13042. 
Kafil, Y. 1998, "CHILDREN-INDONESIA: Crisis Gives Birth to 'Lost Generation", IPS News 

Service, August 7h. 
' ibid. 

Horin, A. 2002, "Indonesia's Debt Could Ruin US AH", Sydney Morning Herald, October 19'-20th. 



2.3 How should our Aid dollars be channelled? 

In the last financial year (200112002) the Federal Government's overseas aid budget was $1,725 
million. Of this amount, only $95.1 million was directed to development projects run by Australian 
non-government development organisations (NGDOs). (AusAID Financial Report, 2002) 

This means that just 5.5% of the overseas aid budget was channelled through more than 60 NGDOs. It 
is interesting to note that three privately-owned, for profit, commercial consultancy companies were 
each given a greater share of the aid budget that all NGDOs combined. These are ACIL Australia, 
Sagric International and GRM International. 

It is difficult to compare the efficiency and effectiveness of non government development and human 
rights organisations with the for-profit commercial companies, as information on these companies is 
commercial-in-confidence, and is therefore difficult to access. However freely available evidence from 
the results of evaluations of the NGDO sector points to the fkct that NGDOs are highly efficient, 
effective and give value for money. (Review of the Effectiveness of NGO Programs - AusAID 1995). 
Given these findings, it is surprising that they are not allocated a larger percentage of the aid budget. 

Non Government Development Organisations, with their focus on human rights and strengthening civil 
society, have a distinct advantage over for-profit commercial companies in that most NGDOs have 
formed long-term relationships with their project partners - the community organisations - in the 
developing countries where they work. This is a true partnership with an emphasis on sharing rather 
than just giving. Fostering a mutually beneficial relationship between Australia and countries such as 
Indonesia calls for a mindset which encourages the growth of partnerships. We in Australia have much 
to learn fi-om our project partners such as their strong community ties, their ingenuity in coping with so 
few resources, the depth of their commitment to working for human rights, development and justice 
despite the far greater obstacles and risks they face, and their long and deep traditions and history. 

In many cases, these overseas partner organisations are grassroots community organisations which 
represent some of the poorest and most marginalised people in developing countries. By directly 
assisting them through Australian NGDOs, the possibility of comption or mismanagement at the 
government or bureaucratic level of a developing country can be greatly minirnised. 

Union Aid Abroad - APHEDA also believes that by channelling our aid dollars through NGDOs, a 
broader section of the Australian community can be brought into the process of strengthening civil 
society. Many millions of Australian families are involved in NGDOs either as members, regular 
donors or occasional donors. These Australians are informed of, and also inform the work of NGDOs 
in developing countries such as Indonesia. By allocating an increased percentage of the government's 
aid budget through NGDOs, the government will be able to more fully involve the Australian public in 
a meaningful relationship with such countries as Indonesia. 

Recommendations 
That Australia increases the level of foreign aid to 0.7% of GNP, thereby proportionately increasing 
the amount of aid to the channelled to Indonesia. This increase should be phased in over the 
shortest timetable which is mutually agreed upon by the government and opposition. 
That Australia strengthens its rights based approach to aid and channels the majority of its aid to the 
health, education and social sectors in Indonesia with a specific focus on assisting the poorest of the 
poor, and others who are marginalised whether on the basis of gender, ethnicity, disability of sexual 
orientation; especially for projects funded through for-profit, commercial companies. 
That Australia actively works towards a fair global bankruptcy regime which permits countries like 
Indonesia to service its debt in a manner which does not undermine public spending on health, 
education and other social infrastructure. 



That the NGO windows within AusAID Country Programs be increased in both number and scope 
and that funding within these windows has a strong focus on human rights, good governance and 
strengthening of civil society. 

3. The importance of building civil society through strengthening workers' rights 
Union Aid Abroad - APHEDA believes that a strong civil society is important for the development and 
maintenance of democratic rights, both nationally and internationally. Civil society includes all 
participatory organisations which aim to enhance the lives or well-being of their members or wider 
society and encompasses trade unions, churches, human rights organisations, groups assisting the most 
marginalised and other community organisations. 

Respect for all the basic rights which underpin a civil society are important. This includes an 
independent judiciary, a free media, a democratic voice, the right to an education and the other 
fundamental rights of people such as the right to assembly, fieedom of expression and the right of 
workers to organise and to bargain collectively. 

Articles 23 and 24 of the UN Declaration of Human Rights clearly states that worlcplace human rights 
or labour rights are an essential part of our wider buman rights. Trade unions are needed to defend and 
enhance these labour rights, especially today as the deregulated global economy aggravates issues such 
as child labour, bonded labour, forced or slave labour, discrimination on race or gender, health and 
safety conditions in workplaces and poverty through low wages. 

There is overwhelming evidence that promoting decent working conditions reduces poverty, raises 
living standards, and enhances the quality of growth by increasing productivity. For instance, child 
labor is not only a consequence of poverty, but also a cause of poverty - despite shod-term benefits to 
families, child labor deprives the young of their childhood, generates stunted growth, removes children 
from education and skills formation, and deprives them of their right to study and become more 
productive adults and child protection is needed. 

Similarly, unsafe working conditions may bring short-term gains to employers but result in long-term 
losses to the national economy. For example, if injured workers become disabled or sick, and they 
generate further expenses to the economy by having to depend on family support, welfare benefits, 
disability or health insurance. 

It is important that the Australian aid program recognises that genuine, free and democratic trade 
unions in developing countries such as Indonesia have a crucial role to play in development, both as a 
means of improving living standards and as a means of strengthening democracy. 

Trade unions play a central role in sustainable development in two ways. Firstly, trade unions enable 
working people to organise to achieve wage justice, and these workers are then able to improve their 
living standards. Secondly, by strengthening civil society, trade unions are able to enhance human 
rights and democratic structures. 

3.1 The labour situation in Indonesia 
Indonesia is home to the fourth largest population in the world. The labour force comprises of 99 
million people, among whom 45 percent are agriculture based, 39 percent are from the service sector 
and 16 percent are industry based. Only 10 to 15 percent of the workforce is unionised and an even 
smaller number actually pay dues. The minimum wage is AUD$2 which can only cover about 60 
percent of the cost of living. During the Asian economic boom, the Indonesian labour force underwent 
a rapid transformation which saw a marked migration to the cities fiom rural areas. A new social 
working class was created and more slum areas emerged as the government could not meet the extra 
demand for cheap housing. 



Indonesia felt the impact of the Asian economic meltdown in a big way. Seventeen million Indonesian 
workers were displaced from the workforce, with those in the industry sector worst hit. The 
devaluation of the rupiah and the increased cost of living in these circumstances contributed to the 
struggle to overthrow the Soeharto regime. Despite the successfbl overthrow of the Soeharto regime, 
the working conditions of the workers and labourers remain precarious (Hadiz, 2002; Yanti, 2002). 
The mechanism to improve the lot of workers through collective bargaining is weak, and in many 
cases, non-existent. The majority of trade unions created during the Soeharto regime are more pro- 
establishment than pro-workers. Unfortunately, the systematic torture, intimidation and killing of 
workers which were the trademark of the former regime remain a fact of life in Indonesia. For 
instance, in July 2001, troops entered the workers' barracks at a plantation company in East Aceh, 
summoned all the male workers out into the open and shot them dead. Within minutes more than thirty 
men lay dead, one of them clutching his two-year old son5. 

The annual survey conducted by the International Confederation of Free Trade Unions on Indonesia in 
2001 noted that there was a growing number of attacks on union organisers by paramilitary groups 
supported by the military and police and paid for by employers to intimidate workers or break strikes. 
Union leaders believe that the military, police and provincial authorities are behind such diverse 
surrogate groups as Pemuda Pancasila, a youth movement affiliated with the former ruling Golkar 
party, and the paramilitary wing of the Nahdlatul Ulama Muslim organization. Both have engaged in 
union-busting activities in Java, Sumatra and ICalimantan6. 

Not only is this situation detrimental in the building of civil society, it is also not conducive to the 
promotion of decent working conditions which are essential to the reduction of poverty. The Asian 
Development Bank notes that "failure to respect labour standards carries specific and measurable costs 
to national economies, harms economic development, and violates the rights of working people 
throughout the regionv7. APHEDA believes that the establishment of a mutually beneficial relationship 
with Indonesia must include strengthening the growth of free trade unions in Indonesia, as well as 
fiequent representations to the Indonesian government to encourage respect for workers' rights. 

Recommendation: 

Given the essential role trade unions pIay in both improving the living standards of the lowest paid, 
as well as enhancing civil society and human rights, the Australian Government should assist the 
formation and strengthening of independent and democratic trade unions in Indonesia through the 
government's overseas aid program. 

4. Enforcing responsible trade and investment policies 
Union Aid Abroad - APHEDA believes that Australians have a moral obligation as a neighbour with 
greater wealth to ensure that our trade and investment poIicies are not harmful to the people of 
Indonesia. If the Australian government is indeed intent on creating a mutually beneficial relationship 
between our two nations, it is necessary for there to be laws prohibiting Australian companies from 
engaging in practices which are detrimental to the human rights and the environment of countries they 
invest in, including Indonesia. The latest evidence in the field of mining provided by Oxfarn 
Community Aid   broad^ indicates that Australian companies (or companies with majority Australian 
shareholders) are responsible for practices in Indonesia which, if implemented in Australia, are illegal. 

Budiardjo, C. 200 1, "State Terror in Indonesia, Past and Present", Paper presented at the Centre fix 
the Study of Terrorism and Political Violence at St Andrew University, Scotland, 20' November. 

~ c ~ e t h ,  J. 2001, "Lost Labour, Lost Reform In Indonesia", Far Eastern Economic Review, March 
1 5th. 
' ADB, 2002. "Labour Standards and Development". www.adb.org 
* See O x f h  Community Aid Abroad's Mining Ombudsman Report 200I12002. 










