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Economic crisis spells doom for Suharto

Since seizing power in 1965 after one of the bloodiest massacres this century, Suharto has succeeded
in staying in power for more than thirty years thanks to a system of brutal repression. Economic de-
velopment became the basis for the regime's claim to legitimacy, at the same time transforming the
Suharto clan into one of the world’s wealthiest families. But economic disaster has now brought the

regime to the brink of collapse.

The man who should have been crushed by the weight
of world opinion for presiding over the massacre of up to a
million people in 1965/65, for the genocidal invasion and
occupation of East Timor, for the 1984 Tanjung Priok mas-
sacre of Muslims and numerous other mass slayings and
for brutal military operations in West Papua and Aceh, will
after all be felled by the ignominious failure of his eco-
nomic policies.

It seemed to some that the economic difficulties which
began to engulf Indonesia last August following the crisis
in Thailand could be resolved by a bailout from the Inter-
national Monetary Fund. However, when the bailout of $43
billion (not $38 billion as we reported in our last issue) was
announced, there was widespread scepticism. What the
country needed was not a rescue packet to patch up the
financial system but a complete overhaul of the authoritar-
ian political system under which corruption and nepotism
have thrived, concentrating untold riches into the hands of
the Suharto family clique and cronies.

The role of the IMF

For the first time in more than half a century, the IMF,
renowned for its crippling Structural Adjustment Pro-
grammes that have devastated so many economies in Af-
rica, was called in to mount a major operation to save the
'Asian tigers' from collapse. The 'tigers' which had until
only a few short months ago been praised to the skies as
the path-setters for an ever-expanding global economy in
the twenty-first century, turned out to be bubble econo-
mies. In Thailand where the affliction first struck, whole
sectors of the economy had invested in prestige projects,
hotels and high-rise office buildings financed by tens of
billions of dollars borrowed from overseas bankers. Indo-
nesia quickly followed suit, also overburdened by huge
private sector debt. As the value of the currencies crum-

/

bled, the weight of debt denominated in dollars forced
thousands of businesses into virtual bankruptcy, laying off
hundreds of thousands of people. Malaysia was also se-
verely hit but the next major victim was South Korea
where the chaebol or conglomerates were also weighed
down by a mountain of debt.

The IMF rode to the rescue, first pledging more than
$17bn to Thailand; then came the $43bn bailout for Indo-
nesia in October, followed in December by a record bailout
of nearly $60bn for South Korea. In Thailand, the crisis led
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ECONOMY

to a change in government under public pressure; in South
Korea, a presidential election in December resulted for the
first time ever in victory for dissident Kim Dae Jung. Even
with these political changes, the bailouts in those countries
have confronted many difficulties and are far from being
out of the woods. But in Indonesia, the chances of political
change are out of the question as long as the Suharto re-
gime is not fundamentally overhauled. This is what has
made its economic crisis incomparably more difficult to
resolve, notwithstanding the efforts of the IMF.

The US dominates the IMF as the largest contributor to
its reserves with the biggest share of votes on its counsels.
Washington initially held itself aloof from the Asian crisis,
becoming involved only when it began to see that the US
economy might be affected and that its regional security
interests were at stake. During negotiations for the IMF
bailout for Thailand, Clinton stayed on the sidelines. When
Indonesia's turn came, the Clinton Administration, scared
out of its wits by a sharp fall in share prices on Wall Street
in October, did a U-turn, announcing that it would contrib-
ute $3bn. US Treasury officials played an active behind-
the-scenes role in negotiations for the South Korean bail-
out. But in January, as we shall see, when Indonesia's deal
with the IMF was in a state of collapse, Washington pulled
out all the stops to force Suharto to toe the line.

Asian values

However, in Indonesia, the prospects for political
change are paralysed in a regime that allows no space for
popular participation in the political system, let alone in
government or Parliament. The economic crisis erupted at a
time of growing pressure for Suharto to step down, with
the March session of the MPR, the supreme legislative
body which will 'elect’ the country's next president, fast
approaching. What makes the Indonesian crisis nothing
short of a nightmare is that full-blown political and ec-

nomic crises are occurring at one and the same tjme_. [For
an analysis of the current political crisis, see separate itern. ]

More so in Indonesia than anywhere else, 'Asian values'
have been used to argue that democracy must not be al-
lowed 'get in the way' of economic progress. Only in Indo-
nesia is there a powerful military force ready to hand!e. all
signs of dissent with its 'security approach’, and a polltlcal
system that prevents even the most basic democratic proc-
esses from impinging on a tightly controlled system pre-
sided over by a dictator who has even curbed the role of-
cabinet ministers so as to protect his family's wealth. In the
absence of democratic processes, there is almost universgl
agreement that the system is in the grip of such paralysis
that it is difficult to see how things can change without de-
scending into the bloodshed that marked Suharto's own
seizure of power in 1965. It is precisely the lack of democ-
racy that has fuelled the lack of confidence in Indonesia's
chances of resolving the economic crisis. So much for
Asian values.

US/IMF in control

The IMF intervention in Indonesia has passed through
two stages, the October 'rescue’ followed two and a half
months later by the 'rescue of the rescue'. In the process,
the IMF has won for itself a position right at the heart of
government, having been given a seat in an Economic and
Financial Resilience Council set up on 15 January by Su-
harto, to be headed by the dictator himself. How did such a
situation come about?

The IMF deal with Jakarta in October was supposed to
curb the role of monopolies, put mega-projects worth bil-
lions of dollars on hold as a cost-saving measure, and clean
up the banking system by liquidating unsound banks. But
in all cases, vested interests intervened. After a government
announcement to shelve 59 mega-projects, Suharto re-
prieved 15 of the projects a week later, most of them in-
volving businesses of his sons and daughters. The disman-

tling of state monopolies of trade in basic commodities was
half-hearted.

Two of the sixteen banks ordered to close belonged to
members of the Suharto family. Although it was argued at
the time that Suharto was not averse to inflicting damage
on his own kith and kin, foster-brother Probosutedjo took
the government to court to protect his bank, almost win-
ning his case; the case is still pending. Bambang Tri, one of
Suharto's sons, slipped through the net by giving his 'liqui-
dated' bank a new name and carrying on as usual. The bank
closures fuelled a run on other banks forcing Liem Sioe
Liong, the owner of the country's biggest private bank,
BCA, to dig deep into his own cash reserves to prevent the
bank from running out of money. People's confidence in
the banks had been profoundly shaken in the process.

Each of these jolts shook confidence in the rupiah
which suffered sharp falls in value, accelerating to such a
degree that it had lost sixty per cent of its value, falling
from Rp2,460 in July to around Rp 6,000 at the end of the
year. This did not bode well for the thousands of corpora-
tions and banks which hold millions of dollars of short
term debt, faced now with a huge increase in'the rupiah
equivalent needed to pay their creditors. Already hundreds
of businesses were laying off workers, an estimated two
million casual workers in the construction industry were
without work, prices of imported goods including raw ma-
terials for industry were rising inexorably, while prices of
staple goods like rice and sugar were also rising. Moreover,
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Suharto, the all-powerful dictator, was now a pawn of
his foreign paymasters. Some commentators argue that this
mark of international confidence will strengthen Suharto's
position to continue to lead the country into the twenty-first
century. But conversely, it could be argued that confidence
in Suharto is so shaky that he has been forced into humili-
ating submission to an agency that clearly does not trust
him. Moreover, it has done incalculable damage to his
standing in the eyes of the Indonesian people.

The IMF won a number of major concessions from Su-
harto.
*  Cancellation of twelve mega-projects that had recently
been dropped from the suspension list or placed under re-
view. These included projects of his sons and daughters
which Suharto had been desperately trying to restore.
* State support and credit privileges granted to IPTN's
aircraft projects would be discontinued, effectively imme-
diately. (A major blow to Suharto's 'golden boy', B.J.
Habibie.) In addition, all tax, customs and credit privileges
for the 'national car' project (of youngest son, Tommy)
would be revoked, effective immediately.
* Monopolies held by the logistics board, BULOG, would
be abolished for all commodities except rice, including its
monopoly over the import and distribution of sugar and the
distribution of wheat flour. (This could harm the ability of
crony Liem Sioe Liong, the world’s largest manufacturer
of instant-noodles, to control the price of wheat flour.)
* The Clove Marketing Board (run by Tommy) will be
eliminated as of June 1998.
* Firm measures to be taken to encourage foreign invest-
ment by removing all formal and informal barriers to in-
vestment in palm-oil production, while all restrictions on
investment in the wholesale and retail trade will be lifted.
* A major overhaul of the budget which Suharto had pre-
sented to Parliament a week earlier. The budget would now
be based on predictions of nil growth, 20 per cent inflation
for 1998 and a rupiah equivalent of 5,000 to the dollar.
*  Energy subsidies which according to the IMF had
grown to ‘'unsustainable proportions' would be curbed.
This will mean increasing fuel and electricity prices 'in
steps', while increases in kerosene and some diesel fuel
prices will be kept to a minimum, to protect the poor.
However, although this sounds like a compromise to soften
the blow, it is widely assumed that once the MPR session is
over and Suharto is safely back in the saddle, the subsidies
will be cut on 1 April, with disastrous effects on prices. But
this would restore the IMF’s sacred principle of a surplus
budget.

Suharto also complied with an IMF demand for Fund
officials to exercise day-to-day supervision over imple-
mentation of the deal, setting up an Economic and Finan-
cial Resilience Council, chaired by Suharto, on which sen-
ior IMF officials will sit.

Can the bailout succeed?

In the opinion of US academic, Jeffrey Winters who
knows more than most people about the foul state of the
Indonesian economy, throwing even $100 billion at the
economy will not do the trick.

The Suharto regime is now basically under foreign tu-
telage. Already, commentators (including Suharto's son,
Tommy) are describing this as neo-colonialism and calling

Indonesia the ‘IMF Republic’. Nationalist sentiment runs
deep in Indonesia. The irony is that the dictator who has
placed so much stress on what he calls 'national resilience’
has now been compelled by circumstances of his own
making to surrender the country’s sovereignty.

Foreign debts

The attack on the business interests of the Suharto fam-
ily and cronies threatens the very basis of the Suharto busi-
ness empire. Why did the dictator agree? Largely because
the economic crisis was already damaging their business
interests and they themselves were in need of a bailout.
Foreign businessmen who had until so recently regarded
family connections as the safest way to do business now
see this as the kiss of death. The shares of Suharto busi-
nesses listed on the stock exchange have fallen catastrophi-
cally.

Some analysts believe that Suharto agreed to surrender
some family interests in the hope of protecting the rest.
That may be so, but events are moving so fast and Su-
harto’s own position is now so insecure that the time for
such strategems may have passed.

The assault on the Suharto business empire suggests
that foreign investors now regard the family’s grip on the
economy as an obstacle to greater foreign capital penetra-
tion and are waiting to snap up some of these companies at
bargain prices.

But what about the massive debts of the private sector,
most of it short-term and unhedged? The IMF Memoran-
dum is silent on this but for western bankers, the idea of a
moratorium would be unthinkable. The creditors who have
pulled in such huge profits for years from oiling creaking
property businesses, golf-courses and shopping malls want
their money back and with interest. This unresolved prob-
lem gets worse by the day as the currency rate continues to
plunge (it was around 8,500 when we started to write this
article - as we wrote the concluding paragraphs, it had
fallen to 11,750).

Private sector debt is one of the main factors forcing the
rupiah down, and with each fall, the cost of living rises.
Ordinary people who have never seen a greenback in their
lives are paying the price for years of profligacy. And as
more and more companies go to the wall, more and more
people are being laid off with no social security to turn to.
Of the 282 companies listed on the stock exchange, more

than ninety per cent are technically bankrupt because the
value of their debts far exceeds their assets.
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Restructuring the economy

This objective is the stated intention of the IMF, as re-
vealed in its 50-point Memorandum. What this amounts to
is complete liberalisation of trade and investment, includ-
ing privatisation of the state sector. Central to the structural

Tutut and the Peregrine collapse

Indonesia’s economic crisis has a way of pulling many
others down with it. When Peregrine Investments Holdings
Ltd, Asia’s leading brokerage company based in Hong
Kong with a staff of 1,700, announced that it was going
into liquidation early this year, the effect on the Hong
Kong economy was severe.

For weeks it had been in hot denial of reports that it was

an injection of $200 million from a Swiss company in ex-
change for a 24 per cent stake in the company.

So what brought this company, whose chief executive
“boasted of his close ties with Beijing and who is on record
as calling the Tien An Men massacre ‘an opportunity’, to
its knees?

The fall came when a taxi company in Indonesia,
Steady Safe, went bust, with an unpaid debt of $260 mil-
lion to Peregrine. The company belongs to Yopie Widjaja
who had dreams of becoming a ‘transportation czar’ with a
series of car ferries linking the Indonesian archipelago.
Steady Safe was seen as a sound investment because it had
good connections, enjoying the patronage of Suharto’s eld-
est daughter, Siti Hardiyanti Rukmana, otherwise known as
Tutut, who also controls a hugely profitable toll-road com-
pany in Jakarta. '

The depreciation of the rupiah hit Yopie’s outfit hard
sending his shares plummeting from $1.37 a year ago to 3
cents today. According to most commentators, no one
know where the borrowed money has gone, but when the

the deal with Peregrine, forcing it into bankruptcy.
[International Herald Tribune, 13 January] *

ECONOMY

[Reuters in the International Herald Tribune, 16 January]
On the right, many Republican members resent taxpayers
money being used to bail out foreign countries while others
are critical of the IMF and are demanding basic structural
changes to the agency.

But even if he gets his way with Congress, the Indone-
sian economy is sinking fast and the IMF ‘rescue’ already
appears to be doomed. *

in trouble. It had after all recently secured the promise of

Swiss backer realised what was going on, it pulled out of

adjustment programme are measures to further encourage
foreign investment by opening up all sectors of the econ-
omy to foreign investors. With the ink hardly dry, the proc-
ess is already underway. Four state banks which merged
into one this week are seeking a ‘foreign partner’ to help
them out. One of the country’s largest conglomerates,
Bakrie and Sons, which has the largest portfolio of debt,
has called in Chase Manhattan for assistance.

Can Clinton pull it off?

In January, the Clinton Administration will be seeking
Congressional approval for $18 billion to back the IMF
bailout in Asia. It will face strong opposition from Mem-
bers on both the left and the right. On the left, Congress-
man Bernie Sanders has made it clear [see TAPOL Bulletin
No 144, December 1997] that he will oppose the bailout
for Indonesia because it is in breech of a law of which he
was co-sponsor outlawing all loans that fail to support in-
ternationally recognised labour rights. The second-ranking
Democrat in the House of Representatives, David Bonior
said: ‘We need to help. But this help should not be a bail-
out for bankers, speculators or repressive dictators.’

continued from page 15

When he was summoned to appear as a witness, he re-
jected the summons because he was meditating on Mount
Lawu. In a letter addressed to the defence lawyers, Soe-
badio condemned the present model of development based
on economic growth for having failed, bringing only mis-
ery to the people. ‘We are surrounded by crises, all nega-
tively affecting the people. Natural disasters, forest fires,
buildings ablaze, riots, famine and a monetary crisis.” He
wrote about the erosion of democratic values and the arro-
gance of power. His need to meditate was a logical exten-
sion of his concern about the state of the nation and his
position as one of the founders of the Indonesian republic
in 1945.

In the meantime Buyung Rachmad needed hospital
treatment, further postponing his trial. On 14 January, he
was again dragged to court but remained silent, refusing to
answer dozens of questions from the judges and prosecu-
tors.

So why has the secretary been put on trial and not the
author? One explanation is that Suharto, himself a great
believer in the powers of mystics, believes that Soebadio in
the dock would exert undue influence on his position as
head of state.

Wimanjaya on trial

Wimanjaya K. Liotohe is a Protestant clergyman and
author of many booklets and pamphlets, all attacking
President Suharto. He is now on trial at the South Jakarta
district court under Articles 134, 136 and 137 of the crimi-
nal code for insulting the President. The first session was
held on 19 January but was postponed till the end of the
month because the defence had not yet received a copy of
the indictment.

Wimanjaya has had similar difficulties in the past but
on those occasions, the authorities did not bring charges.
Most of his books, including the most famous one, Prima
Dosa (Cardinal Sin) have been banned by the authorities.
He is a skilful orator but has no movement behind him.

Heavy sentences in Aceh

Two men in North Aceh, Tengku Affan Diman, 50,
and Ismail Ibrahim, 30, received heavy sentences at the
district court in Pireuen. They are both from Samalanga
village in North Aceh; the authorities claim to have discov-
ered dozens of AK 47 semi-automatic rifles in their homes.
Press reports allege that the two defendants received the
weapons from Daud Abubakar and Husaini, both members
of the ‘GPK’, the term used by the authorities for people
who rebel against the Jakarta government.

Tengku Affan Diman was sentenced to fourteen years
while Ismail Ibrahim is to serve a sentence of nine years. %
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country in the late 1960s. His information comes from im-
peccable sources, former Bank directors in Jakarta. While
the Bank’s policy is ‘Don’t ask, don’t tell’, the fact is that
most officials whom he met said that 30 to 33 per cent
leakage was a conservative estimate.

Winters argues that the Bank must make a careful as-
sessment of the leakage and forgive the country for that
amount. ‘If the average Indonesian received only two-
thirds of the loan funds from the Bank, why should they be
required to pay back 100 per cent with interest?’ [Jakarta
Post, 29 July 1997]

Nothing in the budget for the poor

Although the budget announced by Suharto has been
revised under US and IMF pressure, new figures are not
yet available. But it is clear that state subsidies which ac-
counted for Rp 10 trillion in the original budget will be
slashed; state subsidies are anathema to the Fund regardless
of the impact on living standards. The deal with the IMF
provides for some of the subsidies to be removed gradu-
ally. How gradually will clearly depend on political cir-
cumstances following Suharto’s re-appointment as presi-
dent on 11 March. The IMF was clearly under orders from
Washington to allow some concessions on this so as not to
provoke unrest that could disturb stability for the regime, a
hollow aim with confidence collapsing on all fronts.

Fuel and electricity subsidies are set.to be slashed soon
which will increase transport costs by up to 30 per cent,
effecting prices of basic commodities which are already
sky-rocketing. The government has also announced a 5 per
cent tax on these fuels. Subsidies on kerosene and cooking
oils will be cut in stages, according to the IMF, in order not
to hit the poor too harshly. For once, this institution whose
main aim in_life is to protect financiers and bankers has
actually said something about ‘the poor’.

ECONOMY

For Indonesian economists, the budget also shows con-
tempt for regional interests. While spending on foreign
debt servicing has risen by 62.8 per cent, spending on re-
gional subsidies has risen by a mere 6.5 per cent. Faisal
Basri said in an interview that this was happening at a time
of serious famine in Irian Jaya (West Papua), after many
regions had been devastated by forest fires and drought had
ravaged living conditions in the countryside. ‘The ruling
elite are only bothered about their political agenda  ahead
of the March MPR agenda and seemed to have forgotten
pledges made in the past to strengthen regional autonomy.’

[TEMPO Interaktif, Edition 46/02, 17 January]

Who’s running the show anyway?

Anger is growing in Indonesia that the chief of the IMF
could fly into Jakarta and compel the head of state to revise
a budget that had just been announced in Parliament. That
is supposed to be the job of Parliament which has never
dared to alter budgets, always rubber-stamping them as
truths set in concrete by the boss.

A week after the IMF deal, 19 researchers working at
LIPI, the Indonesian Academy of Sciences put their names
to a Statement of Concern by Civil Servants, complaining
bitterly that Suharto had ignored every single proposal they
had made for the reform of the economy, only to bow to
the wishes of an outside force. [Jawa Pos, 21 January]
Only recently, according to the Jakarta rumour mill, Su-
harto was reprimanding his top financial and economic
ministers for ‘taking orders from the IMF’. Even in the
upper echelons of the regime, there must be despair at Su-
harto’s total capitulation to the Fund and its masters in
Washington. %*

continued from page 18

suffering of ordinary people caught up in the devastating
fires raging throughout huge parts of the country.

In a statement made at the end of the Labour Party Con-
ference in October, Short also said that she will no longer
fund training for the Indonesian police force. This is very
welcome, but seems to contradict a pledge by Foreign Sec-
retary, Robin Cook, to fund lectures to the Indonesian po-
lice on modern policing methods and crowd control tech-
niques [see TAPOL Bulletin no. 143, October 1997].
DFID’s decision to train Ethiopian police suggests that it
could easily change its policy regarding the Indonesian
police.

Aid to East Timor

The Minister says she intends to support human rights
projects in East Timor, and it is understood that DFID is
currently devising an aid programme for the territory. The
British Coalition for East Timor (BCET) is lobbying hard
to ensure that the programme is appropriate, effective and
independent of Indonesian Government agencies.

In a meeting with DFID officials, BCET emphasised
that DFID must understand that East Timor’s development
problems are largely political and that the aid programme
must not undermine the fundamental right to self-
determination. It was stressed that the aid programme
should be accompanied by wider British support for the

TAPOL Bulletin No. 145, February 1998

UK-INDONESIA TIES

efforts to break the deadlocked diplomatic negotiations.
As there are very few independent human rights organi-

‘sations in East Timor, BCET asked DFID to help build up

non-governmental organisations through training, scholar-
ships and skills sharing, to include work outside as well as
inside Timor. It also urged DFID to ensure that its work
aims at the empowerment of women in view of their pres-
ent marginalised position in society and their lack of in-
volvement in the development process.

BCET asked DFID to review all its aid projects with
Indonesia - and the projects of the multilateral institutions
over which it has influence, such as the EU and the World
Bank - to ensure that none of them affects East Timor in a
way which implies recognition of integration or under-
mines the human rights of the East Timorese people, in-
cluding their right to self-determination.
















SOCIAL UNREST

1,200 troops from various units were needed to cope with
the unrest.

The huge informal sector is the only safety net for the
unemployed, whose numbers have swelled, bringing more
people onto the streets to eke out a living,.

The Economist, 17 January 1998

Bankruptcies and layoffs everywhere

Accurate figures about the current level of unemploy-
ment are not available as layoffs are happening daily. The
industrial belt of Indonesia which is spread throughout
Sumatra and Java, is the worst hit but reports of massive
layoffs in the forestry industry in Kalimantan have also
been published.

Activists defending workers rights estimate that at least
six million people have been given the sack since the be-
ginning of the crisis six months ago. Many factories have
closed down and others have cut production and sacked
workers. In many sectors, the use of casual labour is wide-
spread. Casual workers were the first to be hit, with many
returning to their villages where things are not much better.

The following reports of redundancies have been pub-
lished by NGOs:
- In the banking sector, sixteen banks closed and 8,000
were dismissed. (Many more will lose their jobs following
a wave of bank mergers that is now underway)
- In the construction and real estate sector, 800,000 have
been sacked and 950,000 work contracts have not been
renewed.
- At least 500,000 workers are expected to return from
Malaysia.
- In Jakarta, eight factories have sacked 3,478 workers.
- In Bekasi thirty factories have sacked 17,240 workers.
- In Tangerang, four factories have sacked 3,987 workers.
- In Bogor four factories have sacked 927 workers while
telling 1,995 others to stay home for the time being.
- In Bandung forty-nine factories have sacked 43,938
workers.
- In Central Java forty-six factories have sacked 9,876
workers.
- In East Java, twelve factories have sacked 1,176 workers.
- In Medan, five factories have sacked 1,066 workers.

- In East Kalimantan, Central Kalimantan and Lampung,
fifteen factories have laid off 19,346 workers.

With zero or even negative growth for the next few
years instead of the 7 per cent growth achieved until the
crisis struck, the economy will simply be unable to absorb
the 2.5 million young people who enter the labour market
each year. :

Technically speaking, more than 90 per
cent of companies listed on the stock ex-
change are bankrupt but so far none of the
conglomerates have been taken to the
slaughterhouse. There are no bankruptcy
laws in Indonesia which makes it impossible
for creditors to file for a share in assets of
companies that close down .

Before the end of January, negotiations
will start with foreign financial institutions
on how the private sector debt will be tack-
led. It is expected that many conglomerates
will be downsized or go out of business re-
sulting in yet more layoffs in the coming
months.

Explosion in food prices

It is estimated that the price of the nine
basic foodstuffs have gone up from 15-55

per cent. A leading German bank Deutsche
Morgan Grenfell estimated in a report pub-
lished on 22 January that inflation was al-
ready running at 60 per cent. Some products like cooking
oil have risen in price by 156 per cent. Medicines have
gone up from 40 to 100 per cent. The slashing of subsidies
on 1 April (see article on the economy) will push prices up
even further.

In the meantime the falling rate against the dollar means
that per capita income has fallen from around $1,000 to
US$300, ranking Indonesia with countries like Mozam-
bique. No more talk of Indonesia being a middle-income
country. *

Anti-IMF demo at US embassy

Dozens of activists gathered in front of the US embassy
in Jakarta to protest against Suharto’s deal with the IMF.
The demonstrators represented a new group called
FKGMIT, Communication Forum of Youth from Eastern
Indonesia.

Franky Langoday, one of the spokespersons said : ‘The
economic recession here has been caused by an accumula-
tion of political problems. Political institutions are sup-
posed to govern the country but corruption, collusion, mo-
nopolies and the violations of human rights have continued
unchecked’.

The demonstrators were especially angry at the way the
IMF interfered in Indonesia's internal affairs by taking
control of the state budget. It is likely that anti-IMF dem-
onstrations will become more frequent in Jakarta. *
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courtroom as effectively as possible to create more aware-
ness, at home and abroad. Although he has been a political
prisoner since July 1996, Pakpahan still plays a leading
role in running the independent trade union SBS7 which he
chairs and receives frequent visits from foreign delegations
and journalists.

He is well aware of the power of international pressure
and frequently gives interviews to the international media,
the most recent being in Business Week in early January. In
a number of countries Pakpahan has become a household
name for unionists and human rights activists.

Pakpahan's trial has been delayed for a number of rea-
sons. On the one hand he is often too unwell to attend; he
has been under treatment in a private hospital in Jakarta
since last March. His defence team have consistently com-
plained about the lack of co-operation from the prosecution
or the court on matters of procedure. For example, they
have been obstructed in their efforts to cross-examine
prosecution witnesses.

The defendant has frequently used the court as a politi-
cal platform. On 8 January he asked for permission to read
out a letter of concern. about his health as well as about the
political and economic crisis in Indonesia. Judge Djazuli
rejected the request, saying only that the document should
become part of the trial documents.

Agustiana gets eight years

The trial of Agustiana, a social activist in Garut, West
Java, ended with a verdict of eight years. Agustiana is a
well known informal leader as was evident from the many
young people who flocked into the courtroom to support
him. Sidney Jones from the Asia division of Human Rights
Watch comments: "This verdict is evidence of both a
search for an easy scapegoat for Indonesia's increasing
communal tensions and a vindictiveness on the part of the
government toward the activist community. It also repre-
sents an increase in the use of the draconian anti-
subversion law after a period when we thought it was go-
ing into decline”.

Agus has long been a target of the authorities because
of his leading role in support of protests against land con-
victions. He also joined PUDI and became deputy secre-
tary general, another act of defiance. When the verdict was
announced, the atmosphere in court became very tense.
Dozens of military intelligence filled the courtroom and
outside the court-house, there were four truckloads of po-
lice and military. In front of hundreds of supporters inside
and outside the courtroom, Agustiana stood up and
shouted: "Long Live Democracy".

The Tasikmalaya riot is one of many riots that erupted
in 1997. It followed an incident in which religious teachers
punished a pupil who happened to be the son of a local
police officer. The officer responded by summoning the
teachers and maltreating them. When news of this injustice
spread, thousands of Muslims flocked into the streets,
burning down hundreds of buildings, including eleven
churches; four people died in the tragedy.

Thirty people wounded

A new group was set up in West Java, the Front of
Youth and Students in Support of People's Rights, and
Agustiana's trial became one of the rallying points. In a
session on 27 November security forces brutally attacked
many youngsters who were present. During an interval, the

POLITICAL TRIALS

crowds in the public gallery went to the courtyard to say
afternoon prayers. But without provocation, they were at-
tacked, kicked and beaten by the security forces. About
thirty people had to be treated for injuries.

In a separate trial Asep Ilyas bin Yusuf Sidiq was
sentenced to one year and ten months because of his al-
leged involvement in the riots although the judges admitted
in their summing up that the defendant had not master-
minded the unrest.

Buyung Rachmad on trial

The case against Buyung Rachmad is one of the
weirdest political trials of all. [See also TAPOL Bulletin,
No.144, December 1997] It revolves around a banned book
called New Era, New Leadership, written by Soebadio
Sastrosatomo, a senior politician and former chair of the
banned PSI, the Indonesian Socialist Party. Buyung Rach-
mad is Soebadio's private secretary and allegedly was in-
strumental in publishing the book. But the author, Soe-
badio, has not been charged and so far has only been sum-
moned as a witness.

From the start, the trial was in trouble with the defiant
Buyung demanding that President Suharto should appear as
the ‘injured party’. After suggesting that this ‘party’ would
be called, the judges eventually failed to comply with the
defendant’s request whereupon Buyung refused to appear
in court. When the authorities dragged him physically to
court, he took a vow of silence after saying that until Presi-
dent Suharto took the witness stand, he would not open his
mouth or say a word. ‘

Soebadio meditates

Soebadio is an experienced politician, with political
views that have brought him into conflict with the authori-
ties under Sukarno and now under Suharto. His flamboyant
style is unique, fusing rational and metaphysical argu-
ments. He adheres to a socialist line of thought combining
it with Javanese mysticism.

continued on page 5
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The police bans were widely reported in the press,
drawing attention to the Marsinah tragedy after the issue
had been neglected for several years. In an editorial on 10
December, The Jakarta Post commented: ‘Nobody surely
would have expected that, suddenly, the (Marsinah) case
would be so strongly revived. Ironically, it was the police
that triggered the renewed debate by banning the play on
Marsinah in Surabaya and Bandung in a bid to prevent the
controversy from cropping up again.’

Thirteen books banned in 1997

In an end of year report, the Attorney-General’s Office
announced that thirteen books were banned during the
course of 1997. Announcing this, an official refused to list
the books in question, because this would encourage peo-
ple to start looking for them.

The thirteen books are:

The People Accuse, by Muchtar Pakpahan.

Three books by Wimandjaya, Indonesia in the Spot-
light, Primadona and Primaduka.

The 27 July Affair, published by ISAI, the Institute for
the Free Flow of Information.

Catastrophe in Sumatra (author not known).

Mobutu, Suharto a Sese Seko Phenomenon (author not
known).

Child of All Nations by Pramoedya Ananta Toer

East Timor for Beginners by PIJAR

Bloody Footsteps, Tragedy and Treachery in East
Timor by Aboepriyadi Santoso, published by PIJAR-
Yogyakarta. (The author is an Indonesian journalist work-
ing for Radio Netherlands Wereld Omroep.

I am an Enemy of Suharto by Sri-Bintang Pamungkas,
published by PIJAR Indonesia

Crackdown on the Pro-Democracy Movement by
Asiawatch

New Era, New Leadership by Soebadio Sastrasatomo

Three of the authors are now on trial, Sri-Bintang Pa-

mungkas, Muchtar Pakpahan and Wimandjaja, as well as
the private secretary of Soebadio Sastrosatomo [see article

on political trials].

CENSORSHIP

Fifteen newspapers warned

Minister of Information Hartono announced last De-
cember that he has warned fifteen newspaper to stay within
the law, hinting that they could be in trouble if they con-
tinue as at present. He refused to name the fifteen papers
but said that they were 'misbehaving' (nakal). 'As long as
they stay within the law, everything will be airight, but if
they don't, the law will take its course.' He said that discus-
sions had been held at the Department with editors to give
them guidelines about news reporting in the next few
months as the March session of the MPR approaches.

- Hartono was speaking to the press during a visit to Su-
rabaya, East Java. A senior Department official said: "We
are carrying out a rigorous investigation of all the country's
newspapers. We don't want to take harsh measures but
other objective factors need to be taken into account.'
[Jawa Pos, 21 December 1998]

General Hartono was appointed Minister of Information
immediately after retiring as army chief of staff last July in
a sudden cabinet reshuffle, replacing Harmoko who had
held the post for nearly three five-year terms. Hartono has
kept a much lower profile than his predecessor. Statements
such as this are a scarcely-veiled warning to all newspapers
to toe the government line or else.. ..

continued from page 24

at his trial, Ibu (‘Mother’) Meity. Imagine his consternation
when she turned up one day, offered him a box of goodies
(which he refused), saying: ‘Forgive me, ‘Nang. Of course
you should never have been sentenced. You did nothing
wrong,. It was all a big mistake.’

With her ingratiating smile, this elderly woman tried to
smother him with motherly concern. ‘I know how you feel.
I have a son your age,” she said. Her attempts to win his
favour brought back bitter memories of how, before his
trial, she had tried to coax him to ‘tell the court everything
he knew’ about the AJI activists with whom he had been
arrested, in exchange for which she could ‘get him off’. He
was left in no doubt that monetary inducements would
have worked even better. ‘A betrayal of motherly love,’
writes Danang in a stinging rebuke, as he recalls how she
asked the judge to sentence him to two and a half years.

The book’s title is inspired by the behaviour of prison
guards who are in the habit of ordering prisoners to cook
them a plate of super-mie one day and stealing their paraf-
fin-stoves on the next day.

Prison experiences are always good material for a
memoir but Danang’s book must rank as one of the best in
the genre. It is richly illustrated with photographs, press
clippings and documents. Even Indonesia’s heavily cen-
sored press made no secret of the disgust felt at his appall-
ing treatment. Like so many others, though in a way even
worse, Danang’s arrest, trial and imprisonment is an unfor-
givable travesty of justice. But he has made the most of his
bitter experiences by producing a book that is frank, re-
vealing and written with confidence and freshness. For
anyone who reads Indonesian, this is a must. *

Carmel Budiardjo
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UK-INDONESIA TIES

New focus for British aid?

The Government’s White Paper on International Development, ‘Eliminating World Poverty: A
Challenge for the 215t Century’, published on 5 November, proved disappointing for those hoping
for a radical new approach to development and poverty eradication, but there may be significant and
welcome changes to the British aid programmes in Indonesia and East Timor.

The White Paper (a document which sets out new Gov-
ernment policy initiatives), is long on words but short on
action to attack the root causes of poverty. The importance
of ‘pro-poor’ economic growth is highlighted, but there is
no reference to redistribution and the need to address rela-
tive as well as absolute poverty. There is no real attempt to
curb the power of transnational corporations and the poli-
tics of poverty elimination; the need for community mobili-
sation against vested interests are largely ignored. In en-
couraging ‘participatory approaches’, the Department for
International Development (DFID) pledges to do no more
than ‘take into account’ the views and needs of the poor.

There is no timetable for DFID’s commitment to raise
the level of Britain’s aid budget to the UN target of 0.7 per
cent. of GNP. Secretary of State, Clare Short, has denied
that the Government is committed to reaching the target
during this parliament. Although the Aid and Trade Provi-
sion (ATP) programme is to be closed - very welcome in
terms of Indonesia where ATP has accounted for one half
of aid expenditure and financed several notoriously un-
sound projects in recent years - other categories of aid tied
to British business interests will continue (even the Finan-
cial Times argued against this).

DEVE LOPMENT AID

1

There is no indication that DFID intends to give priority
to confronting the arms trade and its negative impact on
development. Although DFID has pledged to discourage
excessive military expenditure, it says nothing about dis-
couraging excessive military exports. It does not stress the
need to stop the sale of arms to dictatorial regimes such as
Indonesia, which use them to suppress civil society organi-

sations involved in the promotion of democratic develop-
ment.

There is no commitment to a new International Devel-
opment Act, only a proposal to consider the case for such
an Act. Coincidentally, on the day that The Guardian re-
ported on the White Paper, it also reported that DFID was
planning to resume a programme to train Ethiopian police
officers responsible for torture and extra-judicial execu-
tions. A more effective Development Act is essential to
ensure that poverty elimination is the primary focus of de-
velopment assistance and to avoid unsound future projects
such as the training of repressive police forces.

The White Paper does, however, contain some welcome
policy commitments on human rights, and in relation to
East Timor, DFID may be able to fund a discrete human
rights-based programme untainted by commercial con-
cerns.

Promotion of human rights

The White Paper reaffirms the importance of human
rights: ‘Sustainable development...is not possible unless
human rights are protected for all, including the poorest
and the most disadvantaged’. The realisation of human
rights is stated to be one of the specific objectives of DFID
policy. Gender inequalities and the ‘goal of achieving
equality between women and men...based on principles of
human rights and social justice’ are also highlighted.

DFID intends to base its development policies on part-
nerships with developing countries committed to poverty
elimination, to include consultations with civil society
(individuals and non-governmental organisations). In the
case of countries ruled by governments not committed to
human rights, DFID ‘will help...through alternative chan-
nels’. These will include ‘the institutions of civil society,
voluntary agencies and local government’. In such cases
DFID’s assistance ‘will be tightly focused on the victims of
neglect and oppression’.

Aid to Indonesia

TAPOL continues to demand an end to all government
to government assistance to Indonesia, and the closure of
the ATP programme goes some way to meeting that de-
mand. Clare Short has indicated that DFID’s support for
‘sustainable forestry’ in Indonesia will continue, with
‘increased emphasis on benefits to poor people living in
forest areas’ and that she is looking to support trade unions
([see TAPOL Bulletin No 142, August 1997]. Questions
about what is meant by ‘sustainable forestry’ and how the
poor will benefit are particularly pertinent in view of the

continued on page 7
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Xanana is currently under treatment for a painful kid-
ney ailment in Cipinang Prison, Jakarta.

Four East Timorese, Salvador Miranda, 20, Doming-
gos Natalino Coelho da Silva, 18, Fernando Pedro M
Correia, 19 and Joaquim Santana, 23, who were also
arrested in connection with the explosives case, are due to
go on trial in Semarang very shortly. They will face the
same charges as Constancio. A fifth student, Gil Paulo da
Silva, was released without charge.

In a meeting with their lawyers, the four men vigor-
ously denied that they had any connection with the explo-
sives and said they were at the house where the explosion
took place purely by chance because they were looking for
alternative accommodation.

Six East Timorese, including a family of four, who took
refuge in the Austrian embassy in Jakarta shortly after the
Demak explosion are still inside the embassy. The Indone-
sian authorities will not concede to a request that they leave
the embassy and travel to Portugal on the grounds that two
of the men are wanted for questioning,.

Abductions in East Java

Abductions have become part of a campaign by the se-
curity forces to terrorise the East Timorese community in
Java, most of whom are students. East Timorese students
are all required to join an organisation, IMPETTU, through
which the authorities have sought to prevent them from
engaging in anti-integration activities. This worked for
many years but in the past year or so, IMPETTU has be-
come very outspoken on behalf of the East Timorese cause.

Following an explosion in a house in Demak, Central
Java, East Timorese students have faced intimidation by
security forces in many university cities, allegedly on the
lookout for ‘bombers’.

Dr Lucas da Costa, 49, a well-respected lecturer in
business management who teaches at a number of univer-
sities in Surabaya, East Java disappeared on 23 December,
while he was on his way to give a lecture at a Catholic uni-
versity. His wife, friends and lawyers made repeated in-
quiries with the military authorities but were unable to find
out anything about his whereabouts.

Two days before his disappearance, five East Timorese
students were abducted from their home in Surabaya and
subjected to assault and intimidation by a number of
masked men. After ten hours of being terrorised, they were
dumped on a road outside the city and told to go home.

Several branches of IMPETTU made strong represen-
tations to the local authorities in East and Central Java,
protesting about the lecturer’s disappearance as well as the
abduction and maltreatment of the students. Forty students
from branches in Yogyakarta, Surakarta, Semarang and
Salatiga presented a seven-page document to members of
the Central Java legislature on 5 January giving details of
the violations. They managed to extract promises from
armed forces representatives and from the local police to
look into the complaints.

East Timorese students in Java are stepping up their ef-
forts to publicise their activities. As a result, their protests
were widely reported in the regional press. See for instance
a report in Bernas of 6 January.

Academics in Britain, Canada and elsewhere also lob-
bied their governments to press the Indonesian authorities
to explain what had happened to Lucas da Costa and to

EAST TIMOR

seek his release. About three weeks after his disappear-
ance, his family received a threatening call from someone
claiming to be from army intelligence. The family were
told that a representative of the East Timorese students’
organisation, RENETIL, should make contact with the
authorities to discuss events surrounding the lecturer’s dis-
appearance. They never did so of course, but the approach
suggests that the group holding Lucas da Costa knew that
they were under pressure to let him go. Four days later, Dr
Lucas returned home.

TAPOL has learnt that he has been badly traumatised
by his experiences and is unwilling to speak to anyone by
phone. We therefore know nothing yet about what hap-
pened to him during his weeks in incommunicado custody.

Justice and Peace Commission report

The Justice and Peace Commission which was set up in
Dili three years ago issued its first annual report on 10 De-
cember 1997. The report which was jointly drafted by the
Commission and the HAK Foundation (Foundation for
Law, Rights and Justice) states that altogether 451 com-
plaints were received from members of the public, of
which 339 were related to human rights violations such as
disappearances, arbitrary executions, trials and torture,

- while eighty were complaints about social, economic and

cultural rights.

The Commission recorded a number of disappearances
and killings, though it had not been possible to establish
the circumstances of these violations nor identify the per-
petrators. More than eighty-five per cent of the human
rights cases reported to the Commission involved arrest
and detention without warrant. Interrogators frequently
used violence such as beatings, kicks, electricity and stab-
bing with sharp implements. There were also instances of
the use of violence against people who were not under ar-
rest, one example being the case of the Hatolia village
chief, Belisior Soares, who was beaten up on 19 June 1997.

Accusations like ‘GPK’, ‘clandestine’, ‘bush people’,
and more recently, ‘terrorist’, were used against people in
custody. Those in charge behaved as if such labels were
justification for treating the detainees with brutality, the
report said.
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