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he dsate of IndonesaAudrdia reations has deteriorated--from strained to nearly

shattered--in recent months as a result of the ongoing crisis in East Timor. As the quarter

ended the prospects for an early recovery in the rdationship were very uncertain. The
Audrdian-led internationa force in East Timor faced a long and dangerous process of taking
control of the territory from Indones an-backed militias, and the possibility of sustained guerrilla-
terrorist opposition supported by the Indonesian armed forces could not be ruled out. An
additiond complication was the potentid impact of heightened nationdigtic and anti-Audrdian
sentiment on the eection of a new Indonesian president in late October, and therefore on the
composition and attitude toward Audtrdia of the new Indonesian adminigtration due to take
office by January 1, 2000.

Background: Improving Relations, Continuing Tensions

Ever snce the “New Order” government of President Soeharto replaced the erratic and
adventuristic Sukarno regime in the mid-1960s, Audtrdian governments have made concerted
efforts to maintain harmonious relaions with Indonesa In the 1980s and 1990s, Audtrdian
foreign and security policy statements increasingly emphasized the importance of Audrdids
magor neighbor to the north. Indonesia became a priority recipient of Audrdian economic
assgtance, and the Audtraian government encouraged Audtraian private enterprise to increase
invesment and trade in Indonesa Military-to-military cooperation progressvely expanded,
and, in 1995, Audrdlian Prime Minister Paul Kegting and Soeharto concluded a security tresty
-- Indonesia s only hilateral security agreement.

Although the bilateral rdationship is less important in relaive terms to Jakarta than to
Canberra, good relaions with Audraia were an integrd part of the Soeharto government’s
policy of responsble internationd citizenship and, increasingly, regiond leadership. The
relationship adso brought specific benefits for Indonesa, including the fact that Audrdia
recognized Indonesian legd sovereignty over the former Portuguese colony of East Timor (the
only UN member date to do s0), which Indonesia inveded and annexed after Portugal’s
withdrawa and aperiod of interna conflict in 1975.

Nevertheless, tensons have persasted in Indonesa-Audtraia relations. Sources include
national (including ethnic) consciousness and  sengtivities in both countries, some
competitiveness in their respective aspirations for regiond leadership roles, and the inevitable
wariness between alightly populated but wedlthy and technologicaly advanced state and a very
populous but relatively less developed neighbor.
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East Timor has been a paticular irritant, despite the Audraian government’s forma
recognition of Indonesian sovereignty. A vocad community of Timorese refugees in Audtrdia and
deep-seated hodtility towards the Soeharto government on the part of the Austrdian media--
ensured by the killing of five Audrdian journdigts during the Indonesian military takeover in
1975--guaranteed thet this issue remained a thorn in the sde of both governments. East Timor
gained renewed prominence after the 1996 Nobel Peace Prize was awarded to pro-
independence spokesman Jose Ramos Horta and Catholic Bishop Carlos Belo.

Habibie, Howard, and Timor

The downfal of Soeharto in May 1998 and the combined political and economic crisis
in Indonesia opened a new chapter in IndonesaAudrdia relations. Audrdia increased
economic and humanitarian assstance to Indonesia in response to the economic crids, and
joined other countries in endorang moves by Soeharto’s successor, B.J. Habibie, toward
political liberdization and democratic reform. In these circumstances, Audrdia's current Prime
Minigter, John Howard, saw an opportunity to resolve the Timor issue and remove the mgor
irritant in the relaionship. In effect reverang longstanding Audiraian policy, in December 1998
Howard wrote to Habibie urging him to consder autonomy for East Timor and an eventud
referendum on the territory’ s future.

Howard's initigtive had uncalculated results. In January 1999, Habibie suddenly
announced that he was proposing an immediate referendum in East Timor, with the dterndtive of
independence if the Timorese rejected an autonomy arrangement. He apparently made this offer
without consulting the Indonesan armed forces, which staunchly opposed independence for
East Timor. Months of subsequent negotiations between Indonesia, Portugd, and the United
Nations led to agreement in May on the procedures for the referendum, to be held in July and
administered by the UN. Presumably at the ingstence of the military, Indonesa demanded and
was granted sole respongbility for security throughout the process, and the UN dection
agpparaus (UN Assistance Mission for East Timor or UNAMET) was to be unarmed.

The July target proved overly ambitious. Indonesa was dready preoccupied with
preparations for nationa parliamentary eections in early June, three years ahead of schedule
and under completely new rules with open competition for the first time in three decades. In
East Timor, organizing a referendum &t the same time injected further complications. As early as
March, pro-integration militias associated with the Indonesian military began attacking pro-
independence Timorese. The attacks continued and escdated following the arrival of UNAMET
eements in May and June, and triggered criticism of Indonesan conduct including public
condemnations by UNAMET of Indonesan military support for the militiass. The date of the
referendum was pushed back twice — eventudly to August 30.

Although it had misgivings about an early, ill-prepared referendum, the Audrdian
government made a maor contribution to UNAMET and dso took a leading role in pressing
Indonesia to live up to its commitment to provide security. Indonesian officias and military
leadersin turn quickly cameto view UNAMET as biased towards the pro-independence sdein
East Timor, and to see Audrdia as the principd force behind UNAMET and internationa
criticism of Indonesia Thus by mid-1999, the East Timor issue was causing increasing sransin
Indonesa-Audrdiardations.
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A Pyrrhic Referendum: Rampage and Reactions

The months of July and August were punctuated by further incidents in East Timor,
continued criticiam of Indonesia by Audrdian officids and others, and some cdls for the
dispatch of armed internationa peacekeepers. Audrdian forces in Darwin, less than 500 miles
from Timor, were placed on heightened aert and prepared for a possible peacekeeping mission.
Although officid Audraian statements were measured, and accompanied by reteration of the
importance Audrdia dtached to reaions with Indonesa these Audrdian actions only
strengthened Indonesian irritation and suspicions.

Despite the difficult security conditions and horrendous logistical problems, the
referendum in East Timor took place on August 30. The voting proceeded in a reldively
peaceful manner, and the turnout was massive, over 98 percent of registered voters. On
September 4 the UN announced that an overwhelming 78.5 percent of the balots favored the
independence option. This unequivocal result effectively foreclosed any reasonable question
about the redl desires of the Timorese people.

However, this outcome was not acceptable to the pro-integration sde. The
announcement was followed immediately by a massve wave of violence on the part of the pro-
Indonesian militias — killings, mass evictions, looting, and arson. The Indonesian security forces
generdly just stood by or in some cases even joined in the rampage, fueling the inevitable
presumption that the campaign had been engineered by the Indonesian military, as a “scorched
earth” policy to discourage other restive Indonesian provinces such as Aceh from following East
Timor's example. Weak excuses by Indonesian officids for the inaction of the security forces,
coupled with Indonesid's firm rgection of suggestions that it enligt internationa assgtance in
restoring order, reinforced this impression.

Reports of wholesale destruction and atrocities increased pressures for armed
intervention by the United Nations to restore peace. By coincidence, the annua APEC
ministerial and leaders meetings were taking place, in New Zedand, throughout the second
week of September (with most regiond heads of government present, with the notable
exception of Habibie); this facilitated intense consultations and coordinated pressure on the
Indonesian government. On September 12 Habibie agreed to accept an internationd force, on
September 15 the UN Security Council authorized the force, and on September 20 the firgt
elements of an Audrdian-led and largdy Audrdian-manned Internationa Force for East Timor
(INTERFET) arived in the territoria capitd of Dili.

In Augtraia, the pogt-referendum events in East Timor evoked a strong public reaction.
Demondtrators burned Indonesian flags, port workers refused to service Indonesian trade or
mail, and there was massve media coverage including televison broadcagting viewable in
Indonesia. As security conditions in East Timor continued to deteriorate, and most of the foreign
press and eventudly even the UNAMET operation withdrew, speculation grew that the
Indonesian forces were deliberately trying to force out dl international personnd so that the
destruction could proceed unobserved. Nevertheless, emotive reports continued to flow from
Dawin, including eyewitness accounts by refugees, and from various sources in Timor. As
public pressure for action mounted, the Audtrdian government announced a cutoff of military
assgtance to Indonesia, and Howard openly questioned the utility of the Indonesan-Audrdian
Security agreement.
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Ironically, the East Timor crisgs dso renewed old uncertainties in Audrdia about its
defense dliance with the United States — reflecting fears both of undue U.S. control and
unreliability. Articles in July citing unidentified officials reported U.S. pressure on Audrdia to
coordinate contingency planning for East Timor, and Audtrdian resistance due to concerns over
damage to Indonesan-Audrdian reations. After Audrdia took the lead in organizing the
internationa force in September, media commentary sressed that U.S. unwillingness to
contribute ground troops to the operation had left Audtrdia on its own. Reassurance by Prime
Minister Howard and others of close U.S. cooperation and significant support for INTERFET
in turn produced dories in late September asserting that Audradia had assumed the role as
“deputy” for the United States in policing the region, forcing Howard to stress in Parliament that
Audrdiawas acting in its own interest.

Reactionsin Jakarta

The rising chorus of internationd criticiam, especialy from Western countries, produced
a naiondigtic backlash in Indonesia. Audrdia was the most conspicuous target, with some
sensationa press reporting suggesting ulterior Audtralian motives such as territoria or other
gains, and demondrations againgt Audrdian government and business facilities in Jakarta and
other cities. Security forces did little to discourage the demongtrators, and Indonesian politica
leaders from virtudly dl quaters joined in denouncing Audrdian treachery. In an
unprecedented personal address to the Indonesian parliament on September 22 in which he
explained his decision to accept the international force and urged acceptance of the outcome of
the referendum, Habibie accused Audraia of overreacting to events in East Timor and causing
the deterioration of the bilatera relaionship.

On September 16, Indonesia canceled the security treaty with Audrdia. At the end of
September the dispatch of Indonesia’s new Ambassador to Canberra was postponed (athough
government spokesmen ingsted this was only a temporary measure and denied rumors of an
impending suspenson of diplomatic relations). Indonesan trade officids offered to assgt
Indonesian firms in locating aternative sources for beef and other imports from Audraia Most
Austrdian companies that had been exploring prospects in Indonesia put their plans on hold,
and many businessmen packed their bags.

Prospects. Down but not Out

Indonesa-Audtrdia relations have reached a low ebb. They seem degtined to remain
this way for some time, and could even deteriorate further. East Timor is the overwheming
issue, and dthough Audrdian actions will have a Sgnificant influence on the course of eventsin
East Timor due to its leading role in INTERFET, the mgor respongbilities — and difficulties—in
resolving thisissue ultimatdly lie on the Indonesian sde.

A particular concern is the possibility that the Indonesian military intends to organize and
support resistance by the Timorese militias to INTERFET, resulting in Audrdian casudties. As
September ended, Audrdian officids were warning that INTERFET would pursue attackers
across the border into Indonesian West Timor if necessary, and Indonesian spokesmen in turn
were warning that the Indonesan military would resst any such incursons. A long, costly
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gruggle in Eagt Timor would likey erode support within Audtrdia for continued military
involvement, but would not improve Indonesa's standing with ether the Audrdian public or
government. Augtrdian Defense Minister John Moore told a conference in late September that
Audrdia would need to wait for the outcome in East Timor before determining how to rebuild
the relationship.

Anaother mgor imponderable is the dection of Indonesia s next president, to be decided
in late October by a People's Consultative Assembly. The wave of nationdism and anti-
Audrdian sentiment produced by the Timor crisis could influence the competition among severd
presidentia candidates and factions, and thereby affect the composition and policy orientation of
the next government. If nationdistic appedls play an important role in assembling the winning
codition, early Indonesian moves toward reconciliaion with Augraia would be more difficult
and less likely. On the other hand, should the Assembly (against most expectations) produce a
reasonably cohesve and reform-oriented government that is strong enough politicaly to assert
its authority over the military, the Timor issue would be more susceptible to resolution and
IndonesiaAudraia relaions could stabilize more rapidly.

Whatever the specific course and timing, however, relations between the two countries
amog inevitably will survive and eventudly revive. As next-door neighbors, Indonesa and
Audrdia are condemned to live with each other, and the benefits of economic and other
cooperation provide a standing incentive for a postive relationship. These pragmatic factors
underpinned the gradud improvement in IndonesaAudrdia relaions over the last two
decades. Their moderating influence will be fdt again, and even in the midst of the current
disaster responsible voices on both sides have maintained this longer-term perspective.
Outgoing Indonesian Ambassador to Austraia Wiryono Sastrohandoyo, who left Canberra on
September 30, put it this way:

God has made our two countries neighbors, and our economic and security interests
link us inextricably. It is the chdlenge, and the grave responghility, of men and women of
goodwill on both sides not to alow the relationship to be damaged further.

Nevertheless, as the third quarter of 1999 came to a close, the downward dide was il
continuing, and the politica will to reverse it was not yet visble.

Chronology of Indonesia-Australia Relations
July - September 1999

Aug 8, 1999: Crigind date for East Timor referendum on autonomy within Indonesa or
independence, as set by May 5 agreement between Indonesia, Portugal, and the UN.

Aug 30, 1999: After two postponements, East Timor referendum is held, monitored by UN
Assgtance Misson for Eagt Timor (UNAMET) with significant Austraian support and staff.

Sept 4, 1999: UN announces result of referendum — 78.5% for independence; pro-Indonesian
militias begin rampage of violence.
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Sept 6, 1999: Home of Nobe Prize winner Bishop Carlos Belo burned, Belo flees to Darwin;
mogt foreign press aso leave East Timor.

Sept 10-13, 1999: APEC minigterid and heads of government meetings in Auckland, New
Zedand; side consultations concert pressure on Habibie over East Timor.

Sept 12, 1999: Habibie agrees to accept UN security force in East Timor.

Sept 14, 1999: Remaining UNAMET gaff and Timorese shdtering in UNAMET compound in
Dili evacuate from East Timor to Darwin, Audrdia

Sept 15, 1999: UN Security Council authorizes establishment of interim multinationd force in
Eagt Timor, preparatory to a forma UN peacekeeping misson and UN trangtiond
adminigtration.

Sept 16, 1999: Indonesia cancels 1995 hilateral security pact with Audtraia

Sept 20, 1999: Firg contingents of Audraian-led and largely Audtrdian-dtaffed Internationa
Force for East Timor (INTERFET) arrive in Dili.

Sept 20, 1999: Unidentified gunmen fire three shots at the Audtrdian Embassy in Jekarta.

Sept 21, 1999: Audrdian Prime Minister Howard in statement to Audtrdian Parliament on East
Timor referendum and multinationa force reiterates Audrdian desre for a good rdationship
with Indonesia, welcomes democratic trangtion, and cautions Audrdian protesters againgt
violence.

Sept 22, 1999: Habibie in address to Indonesian Parliament explains decison to accept
international force in East Timor, urges acceptance of referendum result, blames Audrdia for
deterioration of relations.

Sept 27, 1999: Formd transfer of security authority in East Timor from Indonesian commander
Mgj. Gen. Kiki Syahnakri to INTERFET Commander (Austrdian) Mg. Gen. Peter Cosgrove.

Sept 27, 1999: UN Human Rights Commission votes to conduct an inquiry into violaions by
Indonesan military in East Timor; Audrdia supports, Indonesa and other ASEAN dates
oppose.

Sept 27, 1999: Indonesan trade minister announces government program to find subgtitute
sources for goods imported from Audtraia.

Sept 29, 1999: Habibie postpones sending new Indonesian Ambassador, Arizd Effendy, to
Audrdia

Sept 30, 1999: Audrdian government announces INTERFET troops may cross border into
Indonesan West Timor in pursuit of atackers, Indonesan government warns that border
crossing by INTERFET forces could lead to clashes with Indonesian troops.



