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Introduction

A Mount Merapi, an active
volcano, overshadows a
mosque in Magelang
Central Java.

Modern Indonesia is a land of
extremes: a huge, sprawling
archipelago of tropical islands,
home to more than 200 million
people; a secular state with the
world's largest Muslim
population; extraordinary
economic growth, followed by
equally spectacular monetary
collapse; political crisis and the

threat of national disintegration; widespread ethnic and religious violence;
and environmental meltdown. But what lies behind the dramatic
headlines? What is it like to live and work in Indonesia today? And what
are its people's hopes and fears for the future?

M A Balinese Hindu priest
prays at the feet of a
concrete policeman in the
middle of a busy road.
In Bali, religion is an
important part of everyday
and community life.

A diverse geography ...

Reflecting the borders of the Dutch colonial empire, Indonesia stretches
5000 kilometres from the tip of Aceh in the west to the border with Papua
New Guinea to the east, taking in three time-zones along the way.
Estimates vary, but there are around 17,000 islands, up to 6000 of them
inhabited. Habitats range from fertile rice paddies to primary rainforests,
and from coral atolls to upland savannah and snow-capped mountains.
Great arcs of live and dormant volcanoes stretch across the various island
chains. As a result, agriculture - whether intensive rice farming on
carefully managed terraces, or shifting cultivation in upland forests -
is an important activity for Indonesians. Its natural beauty and variety
make Indonesia a popular destination for tourists.

Not surprisingly, such an extensive and varied landscape is home to
an impressive array of flora and fauna, ranging from the endangered
Sumatran tigers and Javanese rhinos to fearsome Komodo dragons and
Rafflesia arnoldi, the largest flower in the world, found only in parts of
Sumatra, whose blooms can grow up to one metre in diameter. Eastern
Indonesia is on the 'Australian' side of the Wallace Line, which divides
Asian fauna from Australian types; so marsupials are found there,
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• A lush tropical landscape
on the island of Buton,
South-East Sulawesi

< Map of Indonesia
showing places featured in
this book

T Buton: typical home of
Bajau people, or 'sea gypsies',
built on stilts about 200
metres from the shore

along with the dramatic birds of paradise.
Farther west, orang utans (the name means
'man of the forest') inhabit the extensive
rainforests.

More than 80 per cent of Indonesian
territory is sea. This is without doubt a
maritime nation, oriented towards the sea as
a means of communication and a vital
natural resource. Indonesia is home to many
famous sailing peoples; the ports of Makassar
and Surabaya are some of the busiest in
South-East Asia, important focal points for
national and international trade. Many other
Indonesians base their lives and livelihoods
along the shoreline. Indonesians are, perhaps
as a result, great travellers; wherever you go,

it is common to meet people from all over the archipelago. Some of this
population movement is spontaneous; some is sponsored by the
government, which until 2000 operated a transmigration policy to
encourage movement to the 'outer islands', in an attempt to relieve the
pressure on the densely populated islands of Java and Bali.

Indonesia is extremely rich in natural resources of all kinds: its
forests stretch over more than 225 million acres; there are large deposits
of oil and gas, and substantial supplies of many metals and minerals,
including tin, copper, nickel, and even gold. Add to this the extensive and
abundant fishing grounds, and the fertile volcanic soil of many islands,
and it is clear that Indonesia does not lack the raw materials for success.
But decades of vigorous government-supported exploitation without proper
regard for conservation have depleted many of these resources to critical
levels, and endangered the livelihoods of local people who depend on a
healthy eco-system.

... and a diverse population

Not only does Indonesia span
just about every possible
wildlife habitat, but in cultural
terms it is difficult to think of a
country more diverse.
Indonesians are rice farmers,
traders, sailors, city slickers,
artists, fisherfolk, tour guides,
hunter-gatherers, and civil
servants. They are Sundanese,
Moluccan, Chinese, Papuan,
Minang, Bugis, and Balinese.
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• A mosque attendant in

Java

T An old woman weaving
an ikat doth, East Sumba

They are Muslims, Christians, Hindus, Buddhists, and animists. They live
in longhouses, city apartments, bamboo huts, and historic palaces. It is
very difficult to generalise.

Western notions of'Indonesian' culture are often limited to graceful
young Balinese dancers with elaborate eye make-up, and Javanese shadow
puppets enacting ancient legends. This is only part of the picture.
Contemporary Indonesia enjoys a wide range of cultural influences, both
traditional and modern. At ceremonies and concerts, the sound of the
gamelan - a traditional instrument, composed of a series of bronze gongs -
is heard; but if you visit an Indonesian home, or switch on the television,

you are just as likely
to hear dangdut - a kind
of popular music with a
strong beat, influenced
by Hindu and Arabic
music - or Western rock
music. Similarly, a
long-established tradition
of producing rich and
intricate textiles often
combines ancient motifs
with more modern
designs; batik makers
and ikat weavers are
constantly experimenting
with new ideas and
interpretations.

4 INDONESIA



Around 85 per cent of Indonesians are Muslim; nine per cent are
Christian, and the rest a mixture of Hindus, Buddhists, and followers of
indigenous religions. These figures disguise the fact that many
Indonesians are nominally adherents of one of the major world religions,
yet maintain strong traditional beliefs, often related to animism or ancestor
cults. In many communities the two systems co-exist quite happily and
have evolved together over many years; it is difficult to determine where
one ends and the other begins.

Early history, colonialism, and independence

The sprawling collection of islands that make up modern Indonesia have
little shared history that pre-dates the colonial period. Although some
empires did have temporary influence over wide stretches of the archipelago,
in general the rise and fall of successive Javanese and Sumatran kingdoms
made little impact on the Dayaks of upland Borneo, or the Dani in the
interior of West Papua. Chinese, Arab, and Indian traders had already
been in contact with the archipelago for centuries, but Europeans were
first attracted to the East Indies in the sixteenth century by the scent of
spice - cloves and nutmeg - wafting from the eastern islands. There
followed several centuries of trade, treaties, and wars as a succession of
Portuguese, Spanish, Dutch, and English explorers fought for control of
this valuable commodity. The Dutch eventually prevailed, and gradually
began to establish an empire which came to include all of present-day
Indonesia. Life under the Dutch was very difficult for those who were
co-opted into working on colonial plantations; for others in more remote
areas, the colonial influence was relatively slight.

Taking advantage of the new political climate after the end of the
Second World War, Indonesia declared its independence in 1945.
The idealism of the nationalist movement quickly gave way to the need
to manage a huge and diverse nation. By 1959, President Sukarno's
revolutionary administration was replaced by a system of'guided democracy',
or government by decree. In 1965, a mysterious coup attempt put General
Suharto in charge, after which began two years of killing and mayhem as
suspected supporters of the Communist Party from all over the country were
rounded up and killed. Up to half a million people are believed to have died.

President Suharto's New Order regime dominated all aspects of
Indonesian life for the next 32 years. Backed by powerful military forces,
a heavily centralised and repressive State limited the authority of traditional
leaders, controlled the exploitation of natural resources, restricted trade-union
activity, censored the media, and generally made it difficult for anyone to
disagree with the government. Those charged with subversion risked long
periods in prison without trial, and 'disappearances' of dissidents were not
uncommon. Corruption was endemic within the bureaucracy, and overt
nepotism ensured that many government contracts were exclusively
available to companies owned by the Suharto family and their friends.
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• Almost one-third of
Indonesians live in urban
areas.Tbe capital,Jakarta,
is a modern, busy metropolis,
crowded with skyscrapers
and choked with traffic.

In the 1980s, an aggressive policy of development through
industrialisation turned Indonesia into one of the 'Asian tiger' economies.
The cities swelled as people moved in from the countryside to work in the
new factories. Many observers hoped that increased prosperity would
encourage the development of a more liberal society. Yet as Indonesians
became wealthier, healthier, and better educated than ever before, the
regime became increasingly corrupt and repressive. Finally, in late 1997,
the Asian economic meltdown revealed the true extent of financial
mismanagement and plunged the country into crisis. The Indonesian
currency, the rupiah, was devalued by 70 per cent, and millions of people
were impoverished. The New Order regime could not withstand the wave
of protest that followed, and President Suharto was forced to resign in May
1998. Since then, a succession of leaders have largely failed to determine a
clear political direction for Indonesia, as the country struggles with the
challenges of democratisation.

Facing the future

Indonesia has undergone some dramatic and sometimes painful changes
in recent years. The environmental havoc inflicted by the droughts and
floods of the weather system called El Nino, combined with poor controls
on the exploitation of natural resources, threatens many Indonesian
eco-systems. The economic crisis continues to affect the lives of many of
its citizens. Political upheaval following the resignation of President
Suharto, after more than three decades of repressive rule, has brought
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TA carpenter at work in a
camp for displaced people,
Ambon. Indonesians have
responded to the nation's
political and economic crisis
with energy and a
determination to rebuild
their lives.

democratic elections and increased freedoms for individuals and civil
society alike, but it has also led to instability and violence in some areas.
Many advances towards a more equal and democratic society have been
made, but the future of the reformation process is by no means assured.
An entire generation has grown up knowing only the disempowering
politics of the New Order. Without the figure of Suharto to rally against,
the movement for change has lost direction and momentum.

The past few years have been difficult and challenging ones for
Indonesia and its people. But the story is not one of complete despair and
social breakdown. Indonesia has largely avoided the chaos repeatedly
predicted for it by many commentators, a fact which is a testament to the
continued courage, resilience, and creativity of its people. This book aims
to show that, despite the complex series of crises which have hit the
international headlines, there is much positive activity going on behind the
scenes, and initiatives at the local level which are forward-looking and
innovative.
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Pre-history to post-colony:
Indonesia until 1998

Indonesia has one of the longest continuous
records of human habitation in the world.
The fossilised remains of 'Java Man' - now
known as Homo erectus erectus - were discovered
in central Java, providing evidence for human

occupation dating back well over a million years.
Around 15,000 years ago, Mongoloid people

from the Asian mainland migrated into
Indonesia, pushing the existing

Austro-melanesian inhabitants
eastwards. People from eastern

Indonesia today commonly have
darker skin and curlier hair than

those from western
Indonesia, an indication
of their Melanesian
origins.

• A man with his pet
parrot, West Sumba. His dark
skin and curly hair are typical
of eastern Indonesians.

Classical kingdoms

It is difficult to talk about a common Indonesian political history before
the later colonial period. Although there were extensive trading networks,
the archipelago was a fragmented collection of kingdoms, sultanates, and
village-states, often in competition with each other, and frequently at war.
Some great empires did emerge, however, exercising control over land
beyond their immediate centres of power. The southern Sumatran
kingdom of Sriwijaya, for example, controlled the Strait of Malacca, an
important trading route, for much of the period between the seventh
and the eleventh centuries. The Sjailendra dynasty was responsible for
building the great Buddhist temple of Borobudur in central Java, between
770 and 825.

The last - and one of the most successful - Javanese kingdoms was
that of Majapahit, which rose to prominence after successfully defeating a
Mongolian invasion in 1292. From 1330 to 1364, Majapahit's chief minister
was the great Gajah Mada, commemorated now in the name of one of
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A Hindu temples on the
Prambanan plain, Central
Java - built in the eighth
century, around the same
time as the nearby Buddhist
temple at Borobudur

T Wooden ships in
Surabaya harbour. Many
Indonesian islands were
important trading centres
for centuries before the
arrival of European explorers.

Indonesia's most prestigious
universities, based in Yogyakarta.
During this period Majapahit claimed
that it could extract tribute from most
of what is now Indonesia. In many
ways it might be seen as the
prototypical Indonesian state, well
before the eras of colonial influence
or nationalist rhetoric. The power of
Majapahit was finally curbed by the
increasing influence of Islam in the
late fifteenth century.

Europeans and the lure of spice

The commodity that first lured the Europeans to the Far East, and caused
fierce conflicts between Portuguese, Spanish, English, and Dutch
seafarers, was spice: specifically, cloves, nutmeg, and mace (the blood-red
covering of the nutmeg). These precious plants, which grew only in the
remote eastern Islands of Maluku, were literally worth more than their
weight in gold. Although western Indonesian kingdoms, along with Arab
and Chinese traders, had been doing business with local spice-growers for
centuries, the first European contact with the Spice Islands, as they
became known, was in the early sixteenth century. In 1511, Portuguese
traders established a base at Malacca on the Malay peninsula and began to
explore the region, establishing a monopoly on the spice trade. When this
arrangement broke down, the Portuguese were expelled, leaving the way
open for the Dutch to establish their own agreements with the local
sultans.

From the beginning of the
seventeenth century the newly
formed Dutch East India Company
initiated an aggressive policy,
designed to protect the spice
monopoly and consolidate the Dutch
position in the Indies. The English
did not finally surrender their claims
to some islands until 1667. The
terms of the deal indicate the
importance of the Spice Islands to
European trading interests at the
time: England agreed to exchange its
claim to Run Island in the Banda
group for the island of Manhattan,
then part of the Dutch settlement of
New Amsterdam, in North America.
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CHRISTIAN MISSIONARIES

With the Europeans came Christianity: first Catholicism through the Portuguese, then Protestantism
with the Dutch. Portuguese missionaries arrived around the middle of the sixteenth century, and the
Dutch Reformed Church first established itself in Ambon, Maluku, at the beginning of the seventeenth
century. Many conversions have been much more recent.When Indonesia achieved independence,
only ten per cent of people in the region ofToraja, in south Sulawesi, were Christian; now more than
80 per cent are nominal Christians. Eastern Indonesia has the largest Christian population, reflecting
the pattern of European settlement in the Indies.

Sharing a religion with the colonisers had its advantages. Ambonese Christians, for example, were
educated in Dutch-language schools years before educational opportunities were extended to the wider
population, and they enjoyed considerable privileges within colonial society. It is perhaps not surprising,
then, that 50,000 Christians from Ambon and the surrounding islands elected to settle in the
Netherlands after Independence.

Living with empire

By the eighteenth century, demand for spices in Europe was beginning
to decline, but the Dutch were now committed to more than simple trade
treaties with the East: they were establishing an empire. It was a slow
process; Java came under Dutch control in the eighteenth century, and by
the end of the nineteenth century Sumatra had joined it. Many parts of
Nusa Tenggara, Sulawesi, Kalimantan, and West Papua, however,
remained largely free of Dutch intervention until the early twentieth
century, and East Timor remained under Portuguese control until 1974.

The impact of colonial rule differed from place to place. Coastal
Islamic trading states were stifled by Dutch-imposed trading restrictions,
but sultanates in Kalimantan and Sumatra which were involved in the
oil and plantation businesses benefited from the European presence.
The Dutch ruled much of the archipelago indirectly through local leaders,
leaving local traditions largely undisturbed. Many upland societies were
protected from outside influence by their lack of central authority, which
gave little leverage for external powers to manipulate. A few areas, such as
Aceh, in the far west of Sumatra, fiercely resisted Dutch rule; although
the Dutch could be said to have conquered Aceh by 1913, the Aceh War
lasted intermittently from 1873 to 1942.

During the nineteenth century, the Dutch came under increasing
pressure to extract revenue from their empire. The Cultivation System
(Cultuurstelsel), devised in the 1830s, transformed Javanese agriculture by
establishing large plantations, growing cash crops such as coffee, rubber,
and sugar cane, worked by forced labour from three-quarters of a million
Javanese households. This tended to accentuate social and economic
differences within rural Javanese society, with members of the peasant
elite manipulating the system to their advantage. Local leaders, responsible
to the Dutch authorities for crop collection, could exploit their position and
impose even heavier burdens on the peasants. Ultimately, however, the
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Dutch were shaping an independent indigenous aristocracy into a salaried
civil service, and tightening their grip on the lives of ordinary peasants.
Although the Cultivation System greatly increased export revenue, it was
the Dutch, not the Javanese, who grew richer. A reduction in food
production led to widespread famine. Even after the system was
dismantled in the 1880s, large-scale export production continued through
private firms. Peasants were often forced into renting their land to the
sugar factories for sugar-cane production, and then working on the
plantation in order to pay off debts.

By the early twentieth century, an unlikely nationalist movement
had begun to develop, bringing together ordinary people and the elite,
communists and Javanese aristocrats, Hindus and Muslims. At the same
time, an indigenous intellectual class was gaining influence. A sense of
national unity began to develop; perhaps surprisingly, it proved stronger
than regional ties. A number of uprisings during the 1920s and 1930s,
however, came to nothing, and it seemed that independence was very far off.
Then world war broke out, and the Japanese arrived.

Occupation and independence: building a nation

Japanese troops invaded Indonesia in January 1942, and controlled
Indonesian territory until Japan's surrender to the Allies in August 1945.
The Japanese used the forced labour of tens of thousands of people in
mines and for road and railway construction. Food was requisitioned to
support the war effort, creating famine in many areas. Details have
emerged only recently of the women who were taken into sexual slavery
as 'comfort' for Japanese soldiers.

Although the Japanese occupation was oppressive and harsh, it did
provide certain opportunities for the nationalist movement. Dutch officials
were replaced by Indonesians, who gained practical experience of
administration. The nationalist leaders saw the Japanese occupation as a
necessary evil - a stepping stone between Dutch rule and full
independence. As Japan's fortunes in the war worsened, it prepared to
create an Indonesian puppet state. Before this could happen, however,
Sukarno declared Indonesia's independence, on 17 August 1945.

The Dutch, aided by Allied troops, initially tried to regain control
of the territory. This did not prove either successful militarily or popular
politically in the post-war climate. Spirited resistance against the
Allied advance, though ultimately unsuccessful, only boosted support
for the republic. Eventually, in 1949, the Dutch established a federal state
- Republik Indonesia Serikat (RIS). West Papua remained exclusively
in Dutch hands. On 17 August 1950 the RIS was dissolved, and the
Republic of Indonesia became an independent state at last.

INDONESIA 11



PANCASILA

On I June 1945, Sukarno presented his vision for the new Indonesian state.
The five points of the doctrine of Pancasila are included in the Preamble to the
Constitution, and provide the basis for Indonesian nationalist ideology:

• Belief in God

• National Unity

• Humanitarianism

• People's Sovereignty

• Social Justice and Prosperity

While Pancasila was originally designed to unite a very
diverse society, in the 1980s it was reinterpreted as the
'sole guiding principle' (azas tunggal) for all social and political
activity. In the authoritarian New Order, instigated by
Suharto in 1966, Pancasila prohibited adversarial politics
based on class, race, or religion, and severely restricted the
activities of political parties, trade unions, and religious
organisations.

• The mythical garuda bird, Government from 1950 to 1955 involved a series of unstable
a national symbol associated coalitions as the new nation struggled to get to grips with party politics.

Secret power-sharing deals took the place of a clear vision for Indonesia's
future. Sukarno regarded the idea of party-based parliamentary democracy
as a Western concept unsuitable for Indonesia. In 1957 he unveiled his
vision of Guided Democracy, a specifically Indonesian form of politics,
whereby consensus emerges through discussion, rather than through
voting. In practice it weakened political parties and greatly increased the
power of the President. It also confirmed the role of the military as an
inextricable element of both government and national security.

Foreign policy at this time was fiercely anti-colonial. Sukarno
objected strongly to the fact that the British, without consulting him,
established neighbouring Malaysia as an independent federation; he saw
this as neo-colonialist encirclement. At the same time, however, he was
having to court the favour of the world powers. As relations with the USA
worsened, he turned first to the Soviets and then to China for financial
support and military resources, incurring large burdens of foreign debt in
the process.

The only notable challenge to Guided Democracy came from the
Communist Party (PKI). After years of economic decline and
unemployment, and the continuation of feudal relations on the land,
people could see no visible benefit from independence. In the early 1960s
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drought and famine ravaged the countryside, and PKI membership grew
rapidly, until it was the largest Communist Party outside the eastern bloc.

• Police at a political
demonstration. During the
Suharto years, rallies like this
one were often brutally
suppressed.

1965 - the Year of Living Dangerously

The events of 1965/6 are shrouded in mystery and rumour. The full
story will perhaps never be known, but the repercussions have been felt
in Indonesia ever since. On 1 October 1965, six senior generals were
kidnapped and murdered by middle-ranking officers. Major-General
Suharto, now the highest-ranking officer, led a successful counter-coup
operation. Both the PKI and Sukarno were blamed for the plot: the
communists for having planned the assassinations, and Sukarno for
having done nothing to prevent them gaining so much influence. This is
the official version of events, and one widely accepted by Indonesians at
the time. Many academics have speculated about the possible involvement
of Suharto himself in orchestrating the coup, and about the role of foreign
powers in preventing the growth of communism in Indonesia.

In the months following the attempted coup, an unprecedented
frenzy of violence swept the country as military and militias rounded up,
tortured, and executed suspected communists. It is estimated that perhaps
500,000 people died. Hundreds of thousands more were imprisoned
without trial. Former US diplomats and intelligence agents have since
confirmed that the US Central Intelligence Agency supplied a list of 5000
PKI members to the Indonesian armed forces; many were summarily
executed. The trauma of these ghastly events continues to haunt Indonesia.

Riding high on the wave of anti-communist feeling, and claiming
to offer an alternative to political chaos and economic mismanagement,
Suharto gradually gained ground, effectively taking over power from
Sukarno on 11 March 1966. The old order was finished; what was soon

known as the New Order
had begun.

Suharto's New Order

Between 1966 and 1998,
Indonesia had stability:
one national ideology, one
president, one ruling party,
very little social unrest,
and a growing economy.
The price paid by ordinary
Indonesians for this stability
became increasingly heavy
as the years went by.
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VIOLENCE AND RESISTANCE IN ACEH

The roots of the conflict in Aceh go back to the
colonial period. Aceh was fiercely resistant to
Dutch rule, maintaining its independence into the
early twentieth century, and continuing
intermittent opposition to the colonists until the
outbreak of the Second World War. An
important element in the independence struggle,
strongly Islamic Aceh was disappointed by the
secular nature of the new republic. Under the
New Order, this disaffection with Jakarta turned
to outright hostility, as central government took
control of Aceh's considerable natural resources,
leaving the province neglected and under-
developed. It is estimated that Aceh contributes
around 11 per cent of the national budget, while
receiving barely one per cent in return.

The separatist Free Aceh Movement - Gerakan
Aceh Merdeka (GAM) - was formed in 1976.
It had links with other 'liberation' movements
around the world, with particularly strong
support from Libya, and enjoyed considerable
sympathy from the Acehnese population as a
whole.The military quelled the insurgency, but
GAM resurfaced in 1989, this time with a
stronger Islamic character, which won it greater
support from the influential religious leadership.
In response, the Indonesian government designated
Aceh a Region of Military Operation (Daerah
Operasi Militer - DOM).This status was to
remain until l998.The government refused to
recognise the political aspects of the conflict,
referring to the rebels as criminal gangs.

Under DOM, the military pursued a kind of
shock therapy, designed to terrify the population
into ending their support for the separatists.
Tactics included curfews and checkpoints, mass
arrests and heavy surveillance, and raids on the
houses of suspected rebels and their families.
There were widespread reports of torture and
killings. Several mass graves were exposed by
grieving relatives in 1998.

The 1970s witnessed a programme of
increasingly repressive legislation, designed to
reduce the scope for political organisation.
Suharto introduced an alternative to political
parties: the 'functional group', Golongan Karya,
known as Golkar, a government-sponsored
coalition of interest groups and labour unions.
Opposition parties were forced to merge into
either the United Development Party (PPP),
or the Indonesian Democracy Party (PDI).
Party political activity and election campaigns
were strictly controlled. A series of student
protests in the 1970s was swiftly suppressed,
and the mass media were heavily censored.
By the 1980s Suharto had effectively crushed
all opposition to his rule. Those who did dissent,
or who were suspected of doing so, risked arrest
and detention, often without trial, in one of the
prison camps dotted about the archipelago.

The military - the other arm of
government

The mainstay of New Order power was its close
relationship with the military, made possible
through the principle of dwifungsi, or dual
function, giving the armed forces a role in
politics as well as in security. But the
involvement of the military extended even
beyond politics: army business interests were
estimated in 1999 to be worth US$ 8 billion,
with considerable stakes in the paper and pulp
industry, logging, and oil refining. These figures
do not include income from the army's huge
private protection racket, nor the suspected
illegal trade in small arms. It is estimated that
70 to 80 per cent of military income comes from
non-budget sources - a fact which helps to
explain many examples of military partisanship,
evident either through active discrimination and
abuse of power, or through omission - by failure
to act to protect civilians, especially, but not
exclusively, in Aceh and East Timor.
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Corruption by franchise

Since the days of the Japanese occupation, corruption and graft had
plagued the government, bureaucracy, and military. Beginning with
Suharto himself, the New Order elevated this to a new level, with
systematic and all-pervasive corruption creating a parallel 'shadow State',
where licences and concessions were awarded, judicial decisions made,
and promotions obtained in return for bribes.

Just as centralised government reached right down to village level,
so did State-sponsored corruption. Suharto effectively granted 'franchises'
to his deputies, to continue the monopoly-privileges racket at lower levels.
Graft, too extended through the ranks, again with the greatest involvement
at the top: Ibu Tien, Suharto's wife, was so deeply involved in graft that
she was dubbed Ibu Tien Per Cent! The wealthy and well connected could
operate with near impunity, fearing nothing from either government or

the courts. Corruption
is so deeply embedded
in the Indonesian
bureaucratic system
that it is seen by
many as an acceptable
way of conducting
business. Ibu Dewi,
a small trader from
Jakarta, comments:
'It's OK to get rich by
stealing money from
government budgets,
but it's not OK to steal
a chicken in order to
eat. How can that be
right?' As a result,
people's trust in
government officials
has been eroded to
nothing.

• A gas explosion lights up
the night sky in Java.
Concessions granted to
business associates of the
former regime meant that
local people often failed to
benefit from the exploitation
of natural resources, and now
they suffer the consequences
of the resulting pollution.

Relations with the outside world

The New Order was a friend of the West during the Cold War, providing
an important buttress against the threatened advance of communism
from East Asia. When the Cold War ended, globalisation took its place as
the driving force of international relations, linking the world's economies
closer than ever before. Suharto assumed, apparently correctly, that he
could continue to enjoy economic support, irrespective of political and
human-rights considerations. Foreign investment and aid were readily
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forthcoming throughout the New Order period. Neither the international
financial institutions nor foreign governments had any desire to see
Indonesia's economic bubble burst; thus they were willing to continue to
overlook the abuses of Suharto's authoritarian regime, in the interests of
economic stability. This strategic significance gave Indonesia substantial
immunity from external criticism of its domestic human-rights record.
The forcible annexation of East Timor in 1975 was carried out with the
knowledge and tacit acceptance of Western leaders. This history of
unaccountability means that the international community now has
limited leverage to influence the Indonesian government.

New Order centralism: stifling local initiative

The Indonesian State under the New Order was strongly centralised.
All policy was controlled by central departments in Jakarta. As policy
was formulated in Java, there was a tendency for programmes to reflect
Javanese priorities, agricultural practices, and political structures, rather
than taking account of regional variations. Many of the civil servants
posted to regional offices were also Javanese, leading to a growing sense
of 'Javanisation' in the provinces, and a resentment of and alienation from
government programmes.

This system of top-down, uniform government has had some
far-reaching effects. First, it facilitated the endemic corruption that
plagues the Indonesian bureaucracy. Poorly paid civil servants depend on
additional income from a cycle of institutionalised bribery which is
difficult for an individual to break. Second, the lack of opportunity for local
decision-making means that neither local officials nor citizens have a stake
in making a success of policies imposed from above. Indonesia is littered
with failed government-sponsored development schemes, which at best are
a waste of time and money, and at worst actually undermine existing local
initiatives. Third, heavily centralised revenue and taxation systems meant
that resource-rich areas such as West Papua remained impoverished, as
income from mining and oil exploitation went straight to Jakarta, before
being redistributed to regional public institutions. Central government
prioritised national development rather than the sustainable management
of natural resources, with the result that local people had to stand by
helplessly while their environment was threatened through over-
exploitation, the profits of which would not benefit the community.

The New Order deliberately cultivated passive, obedient citizens,
who accepted whatever unsolicited subsidy or project came their way.
Because there was no opportunity to contribute to the policy-making
process, or share in local decision making, community organisations
were seriously weakened. A whole generation of disempowerment has
undermined local people's capacity to challenge authority or to take the
initiative to improve their lives.
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T 'Two children are enough.'

Statues promoting family

planning in Bali use a

traditional style to portray

a small family, looking

prosperous and happy.

Pembangunan: a better life through building

The New Order saw development {pembangunan, which also means
'construction') as its mission. In 1966 Indonesia was one of the poorest
countries in the world; between 1966 and 1995 per capita income
quadrupled, mainly thanks to the oil boom of the 1970s. The New Order
carried out some ambitious social policies, mainly emphasising visible
infrastructure.

Health care

A network of primary health-care centres was established across the
country, supported by 250,000 health clinics at village level. The scale of
this operation was impressive, but health services were spread rather
thinly, and the standard of care was often low. By the mid-1990s
many people had rejected the government services in favour of treatment
by traditional practitioners, which was cheaper and offered better quality.
Despite these problems, infant mortality fell from 124 per thousand
live births in 1967 to 47 in 1997, although the rate is still far higher
than Malaysia's, where the comparable figure is nine. It also disguises
significant regional variations: the rate in Jakarta is less than half that
in the eastern islands of Nusa Tenggara. Similarly, impressive advances
have been made in reducing maternal mortality rates, but they remain
shockingly high in some areas.

One initiative which looks impressive on paper is the family-
planning programme. Although the population of Indonesia doubled
between 1969 and 1999, fertility rates were halved, and the rate of
population growth fell significantly during this time. This was achieved
through a countrywide programme of education and persuasion, promoting a

range of contraceptive
methods. Indonesia
was widely praised by
the international
community for the
extraordinary success
of this initiative.

In some areas,
however, there are
suggestions that project
workers, anxious to
meet demanding
targets, gave inadequate
information to
participants and
coerced, rather than
persuaded, people
(usually women) to
'accept' family planning.

INDONESIA 17



T Primary-school children in
Sumba. Compulsory uniform
is a heavy additional expense
for poorer families.

Reports from West Papua and East Timor suggest that family planning has
been used as a means of limiting the growth of'troublesome' populations.
In West Papua, in an area identified for extensive mining operations, and
as a major transmigration site, indigenous populations were targeted for
family-planning schemes to a greater degree than transmigrant
communities. It was reported that women were being bribed to accept
contraception, and that extensive use was being made of long-term injectable
contraceptives. In East Timor, an independent report presented evidence
that women were being covertly sterilised during routine surgical
operations, and that in the late 1980s young women were given
compulsory long-term contraceptive injections.

Education: quantity not quality

Between 1973 and 1979, Indonesia built 61,000 primary schools -
one of the world's most dramatic expansions in elementary education.
In 1984 primary education became compulsory, and rates for primary-
school enrolment now stand at 95 per cent. The levels of school enrolment
for boys and girls are roughly equal. Despite these impressive figures,
20 per cent of children do not finish primary school. Although school fees
are fairly insignificant, families have to find extra money for uniforms,
books, and substantial 'voluntary' contributions to the school.
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Even for those who can afford it, the quality of teaching and learning
is often poor. Indonesia spent only 1.7 per cent of its GDP on education
in 1997, less than half the allocation in neighbouring Malaysia. Teacher
training is of a low standard, and books and materials are scarce.
The teaching style is often very formal, and the national curriculum is
old-fashioned, with a strong emphasis on academic skills, which lack
relevance for many young people.

K H Nuruddin A Rahman runs an Islamic boarding school in
Madura, an island off the east coast of Java. He argues that the State
education system does not nurture the individual talents and interests of
the child, or provide moral guidance. 'It is simply intended to instil knowledge
in order to develop the country', he says. "This is teaching, and not education.
Children become clever, but not good, and the country has suffered as a result.'
Education is seen as a way of raising social status, rather than a vehicle for
personal, intellectual, and moral development. The system perpetuates the
idea that occupations such as farming and trading are for those who fail to
get a desk job in the civil service.

Transmigration

Jatibali is a village just outside Kendari in South-East Sulawesi, but you
would be forgiven for thinking otherwise. Inhabitants have Balinese
names, look Balinese, and speak Balinese. Hindu temples strewn with
brightly coloured offerings of fruit and flowers line the streets, and the
smell of incense hangs in the air. But something about the village doesn't
feel quite right. The streets are arranged on an uncharacteristically regular
grid system, and instead of the traditional Balinese family compounds,
with a high wall surrounding a group of buildings, the houses are set
facing the road in individual plots. This isn't Bali: this is a transmigration
site.

Indonesia's population is very unevenly distributed. Fifty-nine per cent
of the population lives on Java, which makes up only seven per cent of the
landmass. The Dutch began a system of government-sponsored migration
in the early twentieth century, called 'colonisation'. The independent
Indonesian government continued this policy, renaming it 'transmigration'.
It is estimated that between 1950 and 1990 more than six million people
were relocated, either at government expense or as self-funded migrants.
Transmigration had three overt goals: reducing population pressure in Java
and Bali; aiding poverty reduction by enabling transmigrants to establish
more prosperous livelihoods; and contributing to regional development.

Jatibali was one of the first New Order settlements, established in
1968. One hundred and fifty Balinese families were offered the chance to
move to Sulawesi; they were promised housing, two hectares of land, and a
year's worth of rice and medicine. When they arrived, the site was covered
in scrub, and accommodation was very poor. 'It was a difficult few years',
explains I Wayan Cengker, who was a small boy when his family arrived.
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• /. Wayan Cengker in the
garden of his home in the
transmigration village of
Jatibali, near Kendari in
South-East Sulawesi.
Behind him stand the
family altars that are
characteristic of Balinese
Hinduism.

'The food we were given was not nearly enough - our family's monthly
allocation was usually finished within a week, and we were very hungry.
The land we had been given had been used as a military zone by the Japanese
during the war. The fields were strewn with bullets and unexploded ordnance, and
several children were injured.' Relations with the local people were not easy at
first, and the new arrivals were viewed with suspicion. 'We would have gone
home if we could', recalls Pak Wayan.

Thirty years on, things are rather different. By the 1980s the farms
of the transmigrants began to thrive. Relations with local people also
improved: 'Now we share the work at harvest time.' Residents have improved
their houses, and built temples. 'Of course we miss our family
in Bali,' says Pak Wayan, 'but we stay in touch, and visit when we can.
The most important thing for us is to have a secure livelihood.'

Not such a good idea

Not all transmigration stories have such a happy ending. By the 1980s,
with substantial financial support from the World Bank and other bilateral
donors, the programme was scaled up considerably. Many later
transmigration sites were cleared from forest land, more suited to the
cultivation of tubers and vegetables, combined with long fallow periods,
than to the intensive irrigated rice production that Javanese and Balinese
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transmigrants were used to. Conditions were often extremely poor;
some sources cite a 40-50 per cent rate of return, as families abandoned
efforts to make a living.

For those who remained, relations with local people were often
decidedly hostile, as poor crop yields often forced transmigrants to seek
off-farm employment, and therefore compete with locals for jobs.
There were increasing concerns about the exploitation of the environment,
as more land was cleared for transmigrant settlements. In 1991
transmigration was estimated to be the single most important cause of
deforestation, resulting in the loss of 1.2 million hectares of forest each
year. Indigenous people were often forced to surrender customarily owned
land to transmigrants, without proper compensation, and concerns were
raised about the disproportionate number of transmigrants resettled in
areas with a strong separatist movement, such as Aceh and West Papua.
This served only to increase the suspicion of outer-island inhabitants that
transmigration was simply another method of extending Java's control
over the provinces. On top of all this, there is no evidence that
transmigration was an effective poverty-reduction strategy, or that it did
anything to alleviate population pressure on Java arid Bali.

The programme was suspended in 2000, partly on grounds of
expense (it costs around US$ 7000 to move a family and support it for a
year), and partly owing to increased opposition to the policy, both inside
and outside the country. In view of the new powers given to regional
government, it is unlikely that the programme will be reinstated in its
original guise. There are, however, fears that transmigration could
reappear in the form of refugee resettlement. Meanwhile, many millions
of families like Wayan Cengker's continue to try to make a new home
from home for themselves.

An end in sight?

After the end of the Cold War in 1989, the New Order faced increasing
international pressure to improve its records on conservation of the
environment and respect for human rights. But as long as the economy
continued to do well, and foreign investment seemed secure, the
government could largely ignore criticism from outside. There was little
sign that the regime was about to crumble. But the economy did not
continue to grow. From the middle of 1997 there began a series of events
which would lead to economic disaster and political crisis. The age of
stability was over.
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The economy in crisis

T The economic crisis hit
urban communities hardest,
leaving many people out of
work - like these men in a
poor district ofYogyakarta.

Of all the countries which suffered in the Asian financial crisis of the late
1990s, Indonesia was the worst affected. Between November 1997 and
July 1998, the rupiah fell to one-sixth of its previous value, inflation was
running at 68 per cent, and the economy shrank by 14 per cent, taking it
back to 1994 levels. Yet the crisis did not affect people as severely as first
predicted. As much as the government social safety-net programmes,
it was Indonesians' extended family networks and general resourcefulness
that helped to protect individuals from complete destitution.
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Background to the crisis

Until the mid-1990s, Indonesia was seen as one of the 'Asian tiger'
economies, with an annual growth rate of around seven per cent a year,
inflation below ten per cent, and a healthy export sector, featuring
manufactured goods and oil, gas, and minerals. General living standards
in the country rose steadily in the 1980s and 1990s. However, this state
of affairs had a fatal flaw. Although, compared with some developing
countries, wealth in Indonesia was relatively evenly spread, a small
economic elite, closely linked to the government, was able to finance
many of its ventures with unsecured loans from State banks. This cosy
relationship was not easily open to outside inspection and eventually,
inevitably, it fostered a corrupt system of crony capitalism.

Corruption and cronyism did not cause the economic collapse,
although they meant that its effects were more far-reaching. In Indonesia,
as in the other Asian tiger economies, rapid development was sustained
not by domestic savings and investments, but by huge inputs of foreign
capital, which were always liable to be withdrawn. In reality, the
'economic success story' was based more on wishful thinking than on
sound financial practice.

The crunch comes

In the Thailand of the 1990s, foreign investment took the form of high
levels of short-term borrowing and property speculation. In May 1997
investors, responding to the unsustainable rate of borrowing in the Thai
economy, began pulling capital out of the country. Currency speculators,
seeing the unstable state of the Thai baht, quickly moved in, and the
currency collapsed. By July the rupiah began to follow suit, as foreign
investors took fright and removed their capital from the Indonesian
money market. In late October the International Monetary Fund (IMF)
announced a rescue package worth US$ 43 billion over three years,
composed of pledges from other Asian countries, the World Bank,
and the IMF itself. The money came with conditions. These included
rapid reform of the banking sector, an improvement in the balance of
trade, and an opening of Indonesian markets to foreign competition.

In response to the IMF's demands, 16 failing banks were closed
immediately, causing a run on the remaining banks as people rushed to
withdraw their savings. The IMF has since admitted that it was wrong to
demand this action. In the months that followed, President Suharto was
reluctant to agree to the remaining conditions, the economic crisis
deepened, and the country was thrown into political turmoil. In early
1998 food riots swept the country, in protest against huge price rises.
The rupiah continued to fall, from around Rp25oo to the dollar in
mid-1997 t 0 a l ° w of Rpi7,ooo, before stabilising at around RP9000,
where it remained in mid-2002.
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• A mother brings her baby
for immunisation. Clinics like
this one, run by volunteers
for displaced people resettled
on the island of Buton,
suffered as a result of the
economic crisis.

What effect did it have?

The effects of the crisis, known as Krismon (krisis moneter - monetary
crisis), were felt most keenly in urban areas. It is difficult to know precisely
how many people lost their jobs, as there is no social welfare system in
Indonesia, and therefore the register of the unemployed is highly
inaccurate. Workers in textile and footwear factories, the majority of whom
are women, as well as those in the construction and automotive industries,
suffered heavy job losses. Prices for basic goods such as rice, kerosene
(used as a cooking fuel), and petrol rose sharply, because the government
was unable to continue subsidising them. The surge in inflation in
mid-1998 affected food prices most of all.

In 1998 the average Indonesian family saw ten years of savings
wiped out in six months. With no reserves to fall back on, it became harder
for poor urban families to afford essentials such as medicines and school
fees. There is evidence of a decline in the standards of child and maternal
health, especially in poor urban communities. The proportion of children
using government health services fell from 26 per cent in 1997 to
20 per cent in 1999, which affected levels of preventative care, for example
immunisation programmes and vitamin distribution. Despite efforts
to prevent children dropping out of school, there was a clear decline in
school enrolments, especially in the numbers of children making the
transition from primary to junior high school. Women and girls tended to
be worst affected, with girls often leaving school and marrying very early.

Despite the hardship, early estimates suggesting that half of
Indonesia's population would fall below the poverty line proved to be
exaggerated. At least in the early months of the crisis, job losses in urban
areas were matched by increases in rural employment, as families
absorbed relatives from the cities. The proportion of the population living
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T Although women have
always played an important
role in the Indonesian
economy, the crisis forced
more of them to seek paid
work. Many established small
food-stalls like this one in
8/ora, Central Java.

in poverty was probably nearer 25 to 30 per cent, although the gap between
the very rich and the very poor grew wider. Many more people, though not
at the point of total destitution, became much more vulnerable to
unexpected disasters such as illness or failed harvests, as the crisis forced
them to exhaust their savings and sell off non-essential assets.

Ibu Muriah has a stall selling cold drinks and snacks at Taman Mini
theme park in Jakarta. She was a full-time housewife until 2000, when the
strain of raising three children on her husband's civil-service salary
became too much for the family. 'Government salaries have not kept pace
with inflation,' Ibu Muriah explains, 'so our household needed an extra
income. It's hard to make ends meet when you need to buy books and school
uniforms, and pay for transport. The price rises have made life very difficult for
women trying to balance the household budget.'

The government responded to the rising levels of poverty with an
emergency welfare programme known as 'the social safety net'. The most
important element was the provision of heavily subsidised rice for the
poorest families, but it also included education scholarships, some health
subsidies, and a job-creation scheme which paid people to do labour-
intensive work such as street cleaning. This was the first time the State
had provided welfare benefits of this kind, and the scheme has continued
and developed since 1998. In 2002 the Social Compensation Fund,
as it is now known, had a budget of Rp8oo billion, subsidising health
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D E E P E R I N T O D E B T

The currency devaluation effectively quadrupled
the value of Indonesia's foreign debt, and the IMF
loans only added to it.The result was that from
March 1998 to March 2000 the national debt
increased from 23 per cent of gross domestic
product to a massive 91 per cent. Since then,
there has been much discussion about the level
of influence exerted by the IMF, the World Bank,
and other international creditors and donors
over Indonesian economic policy.The need to
speed up economic recovery in order to service
this huge debt has led to reductions in the social
budget, with reduced resources for health and
education. It has also put added pressure on
government to allow unrestricted exploitation
of natural resources, in order to boost the
balance of payments. Agreeing to overseas
donors' demands can cause tension at home.
President Wahid faced popular protest when he
cut government subsidies on basic goods like
petrol in order to meet IMF requirements.

and education services for poor families.
Critics of the scheme say that it is very difficult
to ensure that the fund reaches the poorest
people, and that such a large amount of money
would be better used for developing long-term
strategies to lift people out of poverty.

Fighting back: the informal sector

Many city workers, made redundant as a result
of the economic crisis, were reduced to making
a living as self-employed casual traders.
The fallout from the economic crisis has
enlarged and enlivened an already thriving
informal economy in urban Indonesia.

M Abadi Datuk Kinali used to work in the
marketing department of a textile company in
Jakarta. With the onset of the economic crisis
in 1997, the firm went bankrupt and he lost his
job. Seeing little chance of being re-employed in
the formal sector as the crisis deepened, he and
his wife moved to Yogyakarta. Like many others
left unemployed by the crisis, Pak Datuk began
work as a klithikan, an informal trader of second-

hand goods. He has a stall in the impromptu flea market which, since the
crisis, has sprung up every afternoon on Jalan Mangkubumi, a busy
shopping street in central Yogyakarta, where he sells a variety of household

• Police in Surabaya raid
the mobile stalls of informal
street vendors. Often the only
way for small traders to avoid
this kind of treatment is to
pay bribes.
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KRISMON? YES PLEASE!

The collapse of the rupiah was not bad news for everybody in Indonesia.
Export-oriented businesses actually benefited from the poor exchange rate •
even smaller enterprises, which are usually more susceptible to economic
instability.The furniture industry in Jepara in Central Java, for example,
which is dominated by small businesses producing for overseas markets,
actually continued to grow during the crisis. In rural areas, too, the effects
were mixed. Although inflation meant rising prices, farmers who were
producing crops for export, such as copra, coffee, and cocoa, found their
cash incomes rising even faster.Those who also continued to grow most of
their staple food were even better insulated against local price rises for
basic goods. There were reports that sales of electrical goods such as
televisions and refrigerators actually rose in parts of Sulawesi during 1998.

and electronic goods - anything he can get his hands on. Klithikan are just
one type of informal trader, running businesses from wooden stalls with
wheels, called kaki lima, or 'five feet' (if you count two wheels and a stand,
as well as the trader's own, it makes sense!). Other kaki lima sell food or
drink, or sweets and cigarettes and other everyday goods. They can be seen
everywhere in Indonesian towns. Pak Datuk says the klithikan are a good
example of the way in which wong cilik, or 'small people', have responded
creatively to the pressures of the economic crisis, while providing a useful
service. "The presence of the klithikan makes an area more bustling, and
therefore safer for inhabitants. Also people can buy all kinds of goods at
reasonable prices.'

Signs of recovery?

In general, recovery from the crisis has been slow. Although the
confidence of international investors is slowly returning, life is still
difficult for many poor families. Real wages fell sharply and have only
partly recovered, and prices of basic goods, especially kerosene and petrol,
are still rising, as Indonesia struggles to combat the effects of years of
subsidy and lift prices up to the level of world markets, as demanded by
the World Bank and the IMF. Predictions are beginning to sound more
positive, although there will be no speedy return to the dramatic growth
rates of the 1980s and early 1990s.
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