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Chairman, distinguished representatives.

When President Habibie of Indonesia made his extraordinary announcement earlier this year that Indonesia was prepared to accept self-determination in East Timor, he was justifiably acclaimed for his political courage. Yet in his failure to ensure that the Armed Forces of Indonesia would act in accordance with this decision, President Habibie stands condemned.

It is quite clear that the Government of Indonesia has not fulfilled its obligations under the various agreements signed between Indonesia, Portugal and the United Nations signed on May 5th. The Agreement Regarding Security stated that 

Responsibility to ensure [a secure environment devoid of violence] ... rests with the appropriate Indonesian security authorities. The absolute neutrality of the TNI [Indonesian Armed Forces] and the Indonesian Police is essential in this regard
.

It is abundantly clear that the Indonesian government has not complied with its agreed obligations. In East Timor the Indonesian armed forces have, in a spectacularly brazen manner, simply ignored these obligations, and have conducted a campaign of terror to subvert the August 8th ballot.

Of course, lawless behaviour by the Indonesian military is not new. On the contrary, for 32 years the citizens of Indonesia were subjected to a regime of terror backed by a comprehensive system of political surveillance. 

What is new is that whereas in the past this terror was carried out under the direction of former President Suharto, the terror in East Timor today is being carried by the Indonesian armed forces in apparent contradiction of the intent of President Habibie. There is a clear breakdown in state authority in Indonesia, a breakdown in the government chain-of-command. 

Beyond the August 8th poll, the most important question for East Timor is whether or not the person who becomes the next president in November of this year will be able to control the Indonesian military. 

One possibility – indeed likelihood - is that the successful candidate will seek to limit conflict with the military, will try to establish his or her authority while ceding to the military a substantial degree of autonomy. Indeed, it is likely that the next president of Indonesia will come to power in November dependent on the goodwill of the military. 

Does this mean that there is no alternative to allowing the military its way in East Timor? Is terror in East Timor the price to be paid for even a measure of Indonesian democracy? 

These questions are linked, and the answer to both questions is “no”. There will be no democracy, no stability, in Indonesia if there is terror in East Timor. And there is a means of encouraging an alternative at hand. The key to the problem provides the key to the solution.

The key to all this is the ability of the Indonesian military to act autonomously at will – to ignore the authority of the president, the ability to flout agreements with the United Nations and other countries, the ability to trample on the rights of the vast majority of Indonesian citizens, the ability to murder at will in East Timor. 

The source of this capacity is in large part the peculiar degree to which the Indonesian state over the past three decades has relied on two unusual sources of revenue for the bulk of its revenue: oil revenues and foreign economic aid.

Domestically generated tax revenue is a small proportion of the state budget: for most of the Suharto period, most of the state budget was derived from just two sources – oil revenues and foreign aid. Especially under Cold War conditions, the Suharto dictatorship was free from any requirement to negotiate and compromise with large domestic social groups. 

The fall of President Suharto and the June elections have changed much on this score, but not enough. Indonesia, long dependent on transfusions of foreign aid, is to receive some US$43 billion over 3 years from an IMF-led consortium. The IMF itself has already dispersed US$9.5 billion on favourable terms, with a further US$3 billion scheduled for the coming year. The day after the Indonesian general election earlier this month, the IMF announced the release of a tranche of US$450 million to Indonesia. 

In other words, the Indonesian state, and the armed forces in particular, are entirely dependent on the financial and diplomatic good will of Indonesia’s international creditors. And yet the Indonesian army engages in illegal terror.

It is crucial that the freedom of the Indonesian military be limited. But there are no effective domestic sources of restraint. The only effective tool that is available is for Indonesia’s creditor nations to make any further disbursements of aid conditional on full compliance with Indonesia’s agreed international obligations.

Specifically, this means that the expected disbursement of subsequent tranches of loans to the Government of Indonesia from the International Monetary Fund, the World Bank, the Asian Development Bank, and the countries making up the Consultative Group on Indonesia must be made conditional on:

· immediate and comprehensive compliance with the security and neutrality provisions of the May 5th agreements;

· fulfillment by the Indonesian armed forces and police of all obligations towards civilians under relevant Indonesian and international law.

· permanent disarming of the East Timorese militias; and 

· full and effective prosecution of those responsible for murder and intimidation of Timorese civilians. 

Such an intervention in the affairs of Indonesia by the major donor countries and principal international agencies is not only both practical and reasonable, it is in the interests of virtually every party concerned:

· for Indonesia, the very worst start to a new administration somewhat hostage to the military will be a demonstration that terror and extra-legal coercion remain the standard operating procedure of Indonesian politics. This will not be just a matter of small and far-away East Timor: rather Timor is a harbinger of the future of Java and the rest of Indonesia. Unless dismantled, the Indonesian intelligence state will thwart any chance of either political democracy or social stability.

· for East Timor, a coerced referendum will not simply be a bloody farce. It will guarantee the continuation of a quarter-century of resistance, an even deeper polarization of the society, and the disgrace of all those in East Timor who have been allowed themselves to be the cat’s paw – or worse – of the Indonesian armed forces. 

· for Indonesia’s immediate neighbours to allow the Indonesian military to coerce the ballot is to virtually guarantee a future marked by regional instability, mistrust and militarization. The military will seek to retain a direct political role, a veto right on all matters of policy substance, and unimpeded direction of the conflicts in Irian Jaya and Aceh. The fantasies of expansion that led to the invasion of East Timor will be confirmed.

· for Indonesia’s creditor countries and international donor organizations, this is virtually the only chance before a new president takes office try to provide the political footing required for economic recovery and the return of international investment confidence in Indonesia. Is it really conceivable that the $43 billion of foreign aid flowing to Indonesia will produce these results unless there is a state of law in Indonesia, unless there is a reasonable expectation by millions of Indonesians that they are safe from fear of the most rapacious parts of an unreformed military? Economic recovery is dependent on a level of social peace which is inconceivable if the military in Indonesia allowed to continue to behave as it has in East Timor since February.

· And for the United Nations itself, there is an appalling degree of danger of being drawn into apparent collusion with a tainted referendum process. What makes this doubly dangerous is the ominous sense of one of the most shameful aspects of United Nations history repeating itself: the ghastly farce of the UN-auspiced Act of Free Choice in Irian Jaya. No doubt all concerned are well aware of this danger. Yet unless some means of restraining the lawlessness of the Indonesian military is found very quickly, the Secretary-General will face a terrible dilemma. To continue with the ballot under in an intimidatory environment will produce a tainted result; but to delay may appear to acquiesce to terrorism.

There are no guarantees of success, but the IMF governing board implicitly recognized the utility of this approach by holding off the most recent disbursement until the more or less successful conducting of the general elections two weeks ago. 

Beyond influencing the outcome of the immediate crisis of the conduct of the August referendum in East Timor, rendering foreign loans conditional on effective control of the Indonesian military’s lawlessness is the best means the governments of the world have a chance to strengthen the hand of the incoming president, and to build a chance of economic recovery and political democracy in both Indonesia and East Timor.

Thank you.
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