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Submissinr 

Submission to the Joint Standing Committee on Foreign Affairs, Defe 
Inquiry into Australia's Relations with Indonesia 

Submission made by The Mineral Policy Institute 

The organisation making this submission, Mineral Policy Institute, is an Australian non- 
government organisation concerned with the rights of communitKs and indigenous 
people, and also concerned with the importance of conserving remaining forests and 
other natural ecosystems. The Mineral Policy Institute has special expertise in the area of 
mining policy, and monitors the activities of Australian mining companies both within 
Australia and in neighbouring nations such as Indonesia. 

We are concerned to hear of the pressure to revise the Indonesian Forestry Law of 1999, 
being brought by the Australian govemment as explained in a letter from Australia's 
Foreign Minister Alexander Downer (dated 9 May 2002). This law wisely prohibits open 
cut mining operations in Indonesia's protected forest areas. We are also disturbed to hear 
of what are in essence threats h m  Australian mining companies to "punish" Indonesia 
by withdrawing investment and by threatening international arbitration if the Indonesian 
Government does not agree to permit mining in protected forests. 

This paper makes the argument that mining, including the mining projects currently 
conducted or planned by Australian mining companies, does not contribute beneficially 
to the development of Indonesia. Indeed, at each of the Australian-run mines in Indonesia 
there are significant problems in terms of one or more of non-recognition of indigenous 
rights to land management and ownership, other basic human rights violations including 
violence against local communities, and severe problems with environmental protection. 
These problems have been amply and specifically documented in the media and in 
publications by many non-government organisations including the Mineral Policy 
Institute, and will not be re-iterated here. The Mineral Policy Institute encourages the 
committee to read the material available on the matter, some of which is attached in 
appendices. 

The relevance of these problems to the Joint Standing Committee on Foreign Affairs, 
Defence and Trade is twofold: fmtly, it is submitted that Australia is morally and 
politically responsible for the actions of it's nationals, including companies, when they 
are abroad, and that the political reality is that these actions are Australia's concern as far 
as they impact relations between Australia and Indonesia. 

Secondly, it is a matter of record that it is the policy and practice of the Australian 
Government and its staff in Indonesia to promote mining to the Indonesian govemment 
and to facilitate the activities of Australian mining companies operating in Indonesia. It is 
submitted that these lobbying activities by the Australian government are certainly not in 
the best interests of Indonesia since Australian-owned mining activities have not been a 
net benefit to Indonesia; nor in the end do they serve Australia's long term interests 
because of the inevitable political repercussions of human rights abuses and 
environmental destruction by Australian companies. 



A key current issue is cited to provide context for these arguments; it is the current 
decision facing the Indonesian government regarding the Australian mining industry's 
call to be allowed to mine in Indonesian protected areas, including protected forests, 
national parks, and other such areas. 

There are differences within the Indonesian government on the matter. The call to 
overturn the ban on open-cut mining in protected areas is publicly championed by the 
State Minister for the Acceleration of Development in Eastern Indonesia, Manuel 
Kaisiepo. The Minister was reported in the Jakarta Post, September 28,2002 as rejecting 
the ban because of fears it would jeopardize some 39 mining operations in protected areas 
in Eastern Indonesia. The Jakarta Post reported a week later on October 7 2002 that 
Cabinet had subsequently decided to bypass the ban on mining in protected areas in the 
case of 22 mining companies, "in a bid to promote economic growth in the eastern part of 
Indonesia". 

Eastern Indonesia can be pictured as forming one side of a triangle of mineral resources, 
with the other two sides made up of Western Papua New Guinea and Northern Australia. 
The mines in the west of PNG are OK Tedi and Porgera gold/copper mines, built by BHP 
Billiton and Placer Dome respectively. Northern Australia is home to the Jabiluka 
uranium mine project, owned by Rio Tinto. The experiences of these two sides of the 
triangle are directly relevant in policy terms to the future of mining in Eastern Indonesia. 

PNG's Ok Tedi and Porgera mines dump hundreds of thousands of tomes of mine waste 
into the same river system daily. The result is an ecological and human disaster which 
will last for generations, the Ok Tedi river fishery destroyed and forest, food gardens and 
sago smothered for hundreds of kilometers along the river. Both BHP BiLliton and Placer 
say they have learned their lesson and will never again build river-dumping mines. But 
have they really learned? Turning to Eastern Indonesia we see that the very same BHP 
Billiton has begun work on a huge nickel mine in the protected forest area of Gag Island, 
and plans to dump a staggering volume of dangerous mine sludge directly into the ocean 
via a controversial dumping method called Submarine Tailings Disposal. 

In Northern Australia we see another case of a mineral project in a protected area. Rio 
Tinto's Jabiluka uranium mine is located in the middle of World Heritage listed Kakadu 
National Park. Jabiluka is opposed by the indigenous landowners and, according to 
newspaper polling, also opposed by the majority of Australians. In an encouraging 
response, Rio Tinto has announced that they will not develop the mine in the foreseeable 
future. But crossing over to Eastern Indonesia, there is no such reticence ftom Rio Tinto, 
who hold mining leases over two protected areas, the Palu gold prospect in Poboya Great 
Forest Park and a share in Freeport's mining lease over World Heritage listed Lorenz 
National Park. Like Jabiluka, the Palu mine is opposed by indigenous IocaIs. A Rio Tinto 
double standard? Clearly. 

Mining is an exciting, larger than life enterprise, long ago assuming folklore status as the 
incentive for which the Australia and North America's "wilderness" was opened up by 



newly arrived Europeans. This folklore is behind the idea that mining was the economic 
engine that drove the early development of the US, Canada and Australia, and even that 
mining continues to underpin current prosperity. There were resource booms early in the 
development of North American and Australian economies, stnd these countries are now 
wealthy. Indonesia is similarly mineral rich, so the suggestion is made that an effective 
solution to poverty and rapid path to sustainable development can be paved with 
Indonesia's gold, nickel and coal exports. This "mining-for-development" argument is 
made by lobbyists for the mining industry in Indonesia, where the major players are not 
coincidentally from North America and Australia. 

Enter Thomas Michael Power, Professor and Chair of the Economics Department at the 
University of Montana, with a study published in September 2002, entitled "Digging to 
Development? A Historical Look at Mining and Economic Development", commissioned 
by Oxfam America. Professor Power doesn't need to rely on his nearly 30 years study of 
the economics of mining to cut through the flawed logic of "mining-for-development", 
observing that a sequence of events does not prove causality. Power argues that it was the 
rapid development of robust political institutions, technological improvements, value- 
adding industries and large domestic markets protected by geography and trade 
restrictions which allowed these nations to beneficially exploit their mineral reserves. The 
sustainable economic development flowed as benefits of these circumstances, rather than 
fi-om mining. Indeed, the actual richness of mineralisation was of minor significance, 
many of the exploited deposits being very low grade ore. It is interesting to note that 
Australia's economic development continued at a rate unaffected by several resource 
booms and busts, and that our neighbour New Zealand's economy developed at much the 
same rate as Australia's despite having an insignificant mining sector. 

A key question is therefore whether resource-rich nations such as Indonesia can exploit 
their resources as a springboard to development, as  Australia is said to have done. The 
problem is that the circumstances just aren't the same - today's global economic system 
is almost unrecognisable from the days when the US, Canada and Australia began their 
economic development booms. Transport costs have plummeted. Global. economies mean 
mines all over the world compete on a computerised global commodity market. Indonesia 
exports much of its minerals as the most basic ore concentrates or as semi-processed 
minerals, ie as raw commodities. In the great tradition begun by the Dutch VOC, riding 
up in the captain's cabin of the ships ferrying copper, coal, nickel and gold out of 
Indonesia, is the vast bulk of the profits of mining. It's heading straight into the pockets 
of developed nation lending banks and mostly non-Indonesian company shareholders, so 
unlike in the case of developing era Australia and Noah America, it not being reinvested 
in Indonesia. 

Where do Indonesia's raw materials end up? After proviclmg feedstock and fuel for 
factories fiom Germany to Japan, they do eventually make their way back into Indonesia, 
as value-added products like stainless steel and copper wiring, but at vastly &her prices, 
contributing to Indonesia's foreign exchange deficit. 



The fallacy of the "mining-for-development" model is highlighted by the fact that at least 
half of today's richest 25 nations by per capita income are resource poor, and we need 
look no firher for examples than Indonesia's wealthy neighbours: Japan, Hong Kong, 
Korea and Singapore. At the other end of the scale of nations' wealth, the phenomenon 
known as the resource or mining "curse" can be clearly seen. Harvard economists Jefiey 
Sachs and Andrew Warner studied 95 countries over 20 years, finding that the higher the 
dependence on natural resource exports, the slower the growth rate in GDP per capita. 
This finding arises again and again, for example in the findings of economic geographer 
Richard M. Auty of Britain's Lancaster University, whose analysis of 85 countries 
between 1960 and 1993 found small hard rock mineral exporting countries actually had 
negative growth between 1970-1993 (-0.2 percent per year), and that regardless of size, 
mineral-driven resource-rich countries were among the poorest economic performers. 

Several explanations of causes point to an over-emphasis on investment in natural capital 
over human and physical capital, eg too much money diverted to mining instead of 
education, technology or transportation. The World Bank's own studies produce similar 
results, which is one reason why the World Bank is currently conducting a review of its 
support for mining, headed up by Indonesia's own Dr. Emil Salim. 

Most relevantly for the sustainable development of Eastern Indonesia, Professor Power 
cites literature showing that the negative symptoms of the "resource curse" appear 
strongest at the local and regional level, and even applies in the modern US; mining 
dependent regional economies there overwhelmingly tend to suffer increased regional 
inequality, unemployment, and poverty. It is at the local level that the greatest negative 
environment and social impacts are felt, coupled with local economic depression after 
mining ceases. In summary, there is no evidence to support the argument that 
exports can be a major force in Indonesia's overall development, nor in poverty 
alleviation or the development of Eastern Indonesia's regional economies. 

It is hoped that these unfortunate facts will not go unheard in Australia's, and particularly 
Indonesia's government decision-making process. But it will be hard to consider it a11 
over the deafening cries of the mining industry lobbyists. The lobbyists come in various 
guises, and not all declare who they're lobbying for. In fact, governments of developed 
nations don't seem to have done their homework and are still helpM1y promoting mining 
as a means of poverty alleviation and a path to sustainable development for Indonesia. 

Here we come to Australia's foreign policy intervention, of key importance to the Joint 
Standing Committee on Foreign Affairs, Defence and Trade. In accordance with 
Australian Foreign Minister Downer's policy, Australian Embassy staff in Jakarta are 
lobbying on behalf of Australian based multinational mining companies to have access to 
mine in Indonesia's protected forest areas. It is claimed that this mining will be good for 
Indonesia. But whose interest does this really serve? 

The Indonesian Mining Association represents the interests of multinational mining 
companies in Indonesia, including AustralianIBritish Rio Tinto and BHP Billiton, 
Canada's Placer Dome and INCO and US-based Freeport and Newmont. In its January 



newsletter this year, the Indonesian Mining Association outlined ongoing lobbying 
efforts to overturn the ban on open-cut mining in protected areas. This intervention goes 
as far as a special mining industry team formulating proposed text to become Indonesian 
law. However, the mining industry would rather avoid a public debate on the issue, 
noting that while it is lobbying hard behind the scenes, "in view of the high political 
sensitivity of the subject it is advisable that IMA play a low key in the press" and 
specifically warning that "MA members refrain from making too much public 
statements on the revision". It can therefore be seen that Australian mining companies are 
actively engaged in attempts to diminish environmental protection laws in Indonesia, a 
matter which should be of the utmost interest to the Joint Standing Committee on Foreign 
Affairs, Defence and Trade. 

A broad coalition of Indonesian civil society groups have already made their case in the 
national media that the value of protected areas outweighs the importance of mining in 
these areas. This coalition comprises Indonesia's most respected expert organisations on 
conservation, forestry, and mining, including World Wide Fund for Nature Indonesia, 
Kehati, Forest Watch Indonesia, Indonesian Mining Advocacy Network, Indonesian 
Forum for the Environment, Pelangi, and the Indonesian Centre for Environmental Law. 
And just like the Australian "wilderness" opened up by mining, Indonesia's protected 
areas are not uninhabited, but actually home to indigenous people and other communities. 
Their voices must be heard, such as the indigenous people resident in and around the 
Poboya Great Forest Park, 245 of whom have signed a declaration stating their opposition 
to Rio Tinto's plan to mine gold on their land in the Poboya Great Forest Park (attached). 
The views of Indonesian and Australian civil society groups and local communities 
should play a more important role in policy making. It is hoped that the Australian 
Government will reassess it's policy after examining these points of view. 

Recommendations 

Australian government policy towards Indonesia should consider the real interests of 
Indonesia, not short term gain for Australian business, particularly not st the cost of 
environmental protection and human rights. This is because it is only through mutual 
respect that Australia and Indonesia can forge a strong relationship which will ensure the 
cooperation and security of both parties in the long term. 

Therefore, mining in Indonesia as presently conducted by Australian companies 
should not be supported with assistance of any kind, through the Australian Export 
Finance and Insurance Corporation, nor by facilities and lobbying from the 
Australian Embassy staff in Australia, or by any other Australian Government 
activity. 

Apart from reforming it's own foreign policy and lobbying efforts by Australian 
diplomatic and trade staff in Indonesia, there are practical steps that the Australian 
government can take to ensure the operations of Australian companies in Indonesia do 
not jeopardize relations between the two countries, by respecting basic international 
environment, labour and human rights standards, and other measures. Many of these 



means have been embodied in the Corporate Code of Conduct Bill 2000, tabled by 
Senator Vicki Bourne. 

The Australian government is encouraged to debate and pass the Corporate Code of 
Conduct Bill 2000 as soon as possible. 

Finally, we would like to thank the Committee for the opportunity to make a submission, 
and to indicate we are willing to elaborate on this submission or answer questions in a 
hearing if the Committee deems this to be of assistance. 

Sincerely, 
Igor O'Neill, Information Officer for the Mineral Policy Institute, November 2002. 

Please see attached appendices for relevant explanatory articles and examples of mining 
related activity by the Australian government and Australian companies in Indonesia. 

Contact: 
Igor 09Neill 
inform@mpi.org.au 
PO Box 89, 
Erskineville NSW 2043 
Phone0295579019 
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Poboya, 28 June 2002 

Re: Rejection of Gold Mining in Poboya 
Attachments 

Dear: 
1. Indonesian House of Representatives (DPR-RI); 
2. President of the Republic of Indonesia; 
3. Indonesian Minister of the Environment; 
4. Indonesian Minister of Energy and Mineral Resources; 
5. Indonesian Minister of Forestry; 
6. Indonesian Minister of Eastern Area Development; 

OUR INDIGENOUS LANDS ARE NOT FOR GOLD MINING!! 

We hold the government plans to change the status of Poboya, our 
indigenous lands located just east of Palu, into a gold mining area as a future 
disaster for us. We have come to this conclusion based on the reality that the 
mining industry wherever they operate have always caused bad impacts for the 
community and surrounding environment. We regard the experiences of the 
Kelian community with the PT KEM operations, the Buyat Bay community with 
the PT Newmont Minahasa Raya operations and the Amungme community with 
the PT. Freeport operations and many other mining cases elsewhere too 
numerous to mention as experiences of human rights violations, sexual abuses 
and environmental and ecosystem destruction that we do not want to happen to 
us. Experiences in several areas mentioned above are evidence, whether hidden 
or highlighted, that community rights have been alienated and the environment 
has been destroyed by the mining industry, 

For this, we the Poboya community, whose lands have been under 
exploration phases three times with the drilling of forty-one test pits state that: 

1. Gold mining plans by PT. CPM, having received approval from the 
government, mainly the central government, will take over our lands and 
forests that we have wisely managed. We, the communities, who will 
certainly feel the impacts from this mining, among others are from the 
villages and settlements of Tondo (especially Vatutela), Lasoani, 
Kavatuna, Ngatabaru, Tanamodindi as well as the whole city of Palu. 

2. The aspects of the proposed gold mining project have never been made 
known to the community as owners and managers of the forest nor has 
the project ever received approval from these groups. Because of this, 
we firmly state that WE, THE POBOYA COMMUNIIY RUECT THIS GOLD 
MINING !!! 



3. The forest area being proposed to be turned into a gold mining area by 
PT. CPM and the government, once again are our lands, the lands of the 
local community. These lands have been wisely managed for a long time, 
long before the government designated the area as a Forest Park area. 
For as long as we have managed this forest, there has been no 
environmental destruction as a result of being managed based on our 
cultural wisdom. With the existence of the gold mining project, the 
community in and around the forest will certainty lose access to their 
forest and natural resources, only to be taken over by gold mining 
interests. Other than that, the area that will become the mining project 
area is one of the main suppliers of drinking water for the community in 
the Palu Valley. With the existence of this gold mining project, the 
community that generally lives in the Palu Valley will be threaten with a 
lack in drinking water. For this, once again, we firmly state WE REJECT 
THE GOLD MINING PROJECT BY PT. CPM OR OTHER MINING 
COMPANIES!!! 

4. As communities dwelling in and around the forest area that is planned to 
be turned into a gold mining area, call on all NGOs and community-based 
organizations to immediately protest this gold mining project; 

5. OPPOSE all efforts by the government, PT CPM and others who are 
forcing their will and/or are trying to moderate the community into 
accepting this gold mining project. 

6. STRONGLY PROTEST the position of the central government that is taking 
into account more the interests of finding profits, for the government and 
for PT. CPM, rather than considering the interests of the community, as 
owners and managers of the forest. Changing the status of the forest area 
will take away the rights to life of those living in and around this area 
because it is this forest that has up until now provided life for us. 

7. Call on all communities in the city of Palu and Central Sulawesi as well as 
the national and international public to support our position. 

This protest statement has been drafted for the attention of all parties, mainly 
the government, PT. Citra Palu Mineral and/or other companies. (Signatures 
Attached) 

cc'd: - 
Governor, Head of Central Sulawesi Level I 
Head of Central Sulawesi House of Representatives 
Mayor, Head of Palu Area Level I1 
Head of Palu City Local House of Representatives 
Head of Central Sulawesi Local Environmental Impact Control Agency 
(Bapedalda) 
Head of Central Sulawesi Natural Resources Conservation House (BKSDA) 
Head of Tadulako University Environmental Study Center 
PT. Citra Palu MineralIPT. Rio Tinto 



9. PT. Newcrest 
10. WALHl and all NGO networks 
11. Mining Advocacy Network (JATAM) National Secretariat in Jakarta 
12. Head of Agrarian Reform Consortium Implementation Body (BP-KPA) in 

Bandung; 
13. Participative Mapping Working Network Secretariat (JKPP) in Bogor; 
14. Community Forest System Support Secretariat (KPSHK); 
15. Community Advocacy and Study Foundation (LSAM); 
16. lndonesian Legal Aid Foundation (YBHI); 
17. lndonesian Legal Aid Union (PBHI); 
18. KEHATl Indonesia; 
19. All lndonesian Agrarian Reform and Peasant Movement Networks; 
20. All lndonesian Indigenous Organizations; 
21. National and local media; 
22. Archives 



Following are the names of the Poboya community who signed the statement 
rejecting mining in the Poboya Forest Park area: 

1. Abd. Rauf 
2. Umbas 
3. Ajun 
4. Asrudin 
5. Hikmat 
6. Sarjun 
7. Abdul Karim 
8. Asrun 
9. Ajalirnan 
10. Nirtan 
11. Adi 
12. Fadlin 
13. Ece 
14. Roi 
15. Tiar 
16. Rahma 
17. Amin 
1 8. Sisnawati 
19. Herman 
20. Haizah 
21, Syam 
22. Manzal 
23. Hamza 
24. Tarnin 
25. Rina 
26. Bahkar 
27. Amrin 
28. Gafur 
29. Hamran 
30. Suhpi 
3 1. Udin 
32. Sai'un 
33. Eru 
34. Opa 
35. Lan 
36. Pardi 
37. Jamal 
38. Rustam 
39. Bakri 
40. Jabir 
4 1. Adlan 
42. Arif 
43. Irfan 

44. Amir 
45. Ibrihia 
46. Lahama 
47. Santi 
48. Mamat 
49. Risdal 
50. Pato 
51. ManjaI 
52. Lamente 
53. Isi 
54. Lalna 
55. Indoaha 
56. Masna 
57. Arnaria 
58. Naima 
59. Adrusi 
60. Nurni 
6 1. Mariani 
62. Phian 
63. Lahibi 
64. Kudusia 
65. Ari ati 
66. Ida 
67. Firman 
68. Amiasa 
69. Asna P. 
70. Isman 
71. Hadijah 
72. Mariam 
73. Erlian 
74. Ida H. 
75. Saona 
76. Asmina 
77. Rusunia 
78. Fani 
79. Raflin 
80. Dewisusanti 
8 1. Zulfina 
82. Budiman 
83. Hamza 
84. Ipa 
85. Rarnli 
86. Yuli 

87. Mu'mini 
88. Dewi 
89. Hdima 
90. Harusu 
91. Nirwan 
92. Habiba 
93. Nur Linda 
94. Nur Hidayat 
95. Anuar 
96. Bahtiar 
97. Asrar 
98. Yamin 
99. Iri 
100. Guntur 
101. Mansur 
102. Afan 
1 03. Ismawati 
104. Nurdiana 
105. Taofan 
106. h a n  
107. Aslia 
108. Robin 
109. Caria 
110. Noria 
111. SitiArpa 
112. Hamante 
113. Ariana 
1 14. Habir 
115. Zaidar 
1 16. Andi Ohan 
117. Epriani 
118. Onding 
119. Djatun 
120. Isa 
121. Djafar 
122. Aspian 
123. Tapu 
124. Zulfian 
125. Cora 
126. Erlin 
127. Erni 
128. Rosdia 
129. Siska 






















































