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EXECUTIVE SUMMARY

Under President Jokowi, Indonesia’s approach to the South China Sea
disputes has moved from that of an active player in efforts to find a
peaceful solution to the broader disputes, to one primarily focused on
protecting its own interests around the Natuna Islands while not
antagonising China. The shift in the Indonesian position has been driven
by an increase in Chinese incursions around the Natunas, Jokowi’s lack
of interest in regional diplomacy, as well as his goal of attracting Chinese
investment for his signature infrastructure projects.

Indonesia’s more unilateral approach leaves the other countries of
Southeast Asia more isolated and exposed to Chinese diplomatic
pressure than they were under Jokowi’'s predecessor, Susilo Bambang
Yudhoyono. This reduces the possibilities for collective action among
Southeast Asian governments eager to fend off further Chinese pressure,
leading to a more acute great power rivalry in the region. Jokowi's
approach to the South China Sea and interest in better relations with
Beijing could sour, however, if China does not deliver on its investment
pledges, becomes overly assertive around the Natuna Islands, or takes
an interventionist stance on the protection of ethnic Chinese Indonesians
from communal violence.
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On 17 June 2016, a small Indonesian Navy corvette, the KRI Imam Bonjol,
encountered at least seven Chinese fishing boats and two much larger
Chinese Coast Guard vessels in Indonesia’s exclusive economic zone
(EEZ) near the remote Natuna Islands." The Natunas are the
northernmost point of this part of the Indonesian archipelago, between
Borneo and the Malaysian Peninsula, stretching into the far southern end
of the South China Sea. Neighbours have long acknowledged the waters
north of the Natunas as part of Indonesia’s EEZ, but the Chinese Foreign
Ministry has since the 1990s implied — and in 2016 for the first time openly
declared — that they are “traditional Chinese fishing grounds”.2

The Imam Bonjol gave chase and, after firing warning shots, seized one
of the fishing boats and arrested its crew for illegal fishing, before returning
to its run-down base at Ranai on the island of Natuna Besar. The incident
was the latest in a series of encounters in the area between Indonesian
authorities and Chinese vessels. Although the Chinese Coast Guard did
not risk a confrontation by attempting to prevent the arrest, as it had during
a similar incident in March 2016, the Chinese Foreign Ministry protested
vigorously and publicly the next day.3

On 23 June 2016, Indonesian President Joko Widodo, who prefers to be
known by the portmanteau Jokowi, flew to Ranai, the first time an
Indonesian president had visited Natuna Besar. Wearing a bomber jacket,
he boarded the Imam Bonjol, named after a nineteenth century
anticolonial hero, where he convened a limited Cabinet meeting. There,
they discussed the defence and economic development of the area, which
is rich in fisheries and natural gas.4

Jokowi’s visit to Natuna was intended to send a signal to the Chinese
leadership in Beijing that Indonesia would protect its sovereign rights in its
EEZ, by force if necessary. Inside and outside Indonesia, analysts critical
of China’s actions in the South China Sea praised what they characterised
as a stiffening of Indonesia’s approach to its relationship with China.’

But as this Analysis argues, Jokowi's visit obscures the more
accommodating stance that his administration has taken towards China
as it pursues Chinese infrastructure investment. Despite Jokowi’s resolute
rhetoric on maritime rights, Indonesia has sought to ensure its campaign
against illegal fishing does not target Chinese vessels; and in regional
diplomacy, Jokowi’'s administration has been eager to ensure it does not
offend Beijing. Indonesia’s position matters, because as the largest and
most populous country in Southeast Asia, it has traditionally been
regarded as first among equals within the Association of Southeast Asian
Nations (ASEAN), providing the region with important diplomatic
leadership on issues such as the South China Sea disputes. As a result,

Jokowi’s visit [to Natuna]
obscures the more
accommodating stance
that his administration
has taken towards
China...
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...the change in
Indonesia’s approach
has had a negative effect
on regional stability and
Indonesia’s long-term
interests.

even marginal changes in Indonesia’s approach can have outsized
consequences for the region.

This Analysis traces the geographical, legal, and historical dynamics of
the dispute between China and Indonesia in the South China Sea. It
places these dynamics in the context of Jokowi’'s broader foreign policy
and his focus on infrastructure investment. It details the ways in which
Indonesia has sought to avoid offending Beijing on issues of illegal fishing
and regional diplomacy regarding the South China Sea. It examines three
reasons why Jokowi’s new approach might not last. Finally, it argues that
the change in Indonesia’s approach has had a negative effect on regional
stability and Indonesia’s long-term interests.

NEW NEIGHBOURS: INDONESIA AND CHINA AROUND
NATUNA

While Chinese claims and actions in the South China Sea have touched
all of the sea’s littoral countries, the Chinese dispute with Indonesia is
often overshadowed by more fraught disputes with countries closer to the
Chinese mainland, in particular the Philippines and Vietnam.

INDONESIA AND CHINA’S DASHED LINE

Like many other territorial disputes in the South China Sea, the origin of
the contemporary dispute between China and Indonesia can be found in
the infamous 1947 map drawn by Nationalist Chinese diplomats featuring
a dashed line encircling much of the South China Sea. The geography of
the dashed line on Chinese maps varies; however, in every version, one
of the dashes intersects the northern boundary of Indonesia’s declared
EEZ north of the Natunas, around 1400 kilometres from the Chinese
mainland.® The waters in the disputed area are an important fishery and
the seabed below is home to large natural gas reserves.’

Beijing has never offered a clear explanation of the nature of the claim
implied by the dashed line. Chinese statements at their most expansive
have implied that it outlines a claim to a territorial sea, or to an EEZ; other
statements have implied that the line is merely a guideline illustrating
Chinese claims to fishing rights within the line, or to islands and rocks
within it but not to any separate maritime entittements.® Unlike other
countries in the region affected by China’s dashed line, China and
Indonesia do not dispute sovereignty over any land features. For
Indonesia, therefore, China’s maritime claims within the dashed line are
the primary concern.

Indonesian officials have repeatedly asked China to clarify the nature of
the dashed line claim since first becoming aware in 1993 that it
encompassed part of Indonesia’s EEZ In July 2010, Indonesia wrote in
a note verbale to the UN Secretary General that the line “clearly lacks
international legal basis”, and that it risks upending the United Nations
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Convention on the Law of Sea (UNCLOS).10 For the most part, however,
Indonesia has taken the view that, because under international law any
claim to maritime entitlements such as a territorial sea, an EEZ, or fishing
rights cannot be legitimised without some reference to land features, and
because there are no disputes between China and Indonesia over the
sovereignty of land features, the line’s existence is best ignored. There
has been a consensus in Jakarta that disputing it would offer it a legitimacy
that it does not deserve."’

Indonesia derives a key benefit from its reluctance to acknowledge the
dashed line: it allows Indonesia to treat any disagreements arising from
Chinese actions in the overlapping areas as unconnected to the disputes
of other countries in the region that have arisen from Beijing’s dashed line.
Indonesia therefore argues that it is a non-claimant in the broader South
China Sea disputes, a status that Indonesian officials have long said
allows it to play the role of an “honest broker” in negotiations over those
disputes, for example by hosting informal “workshops” on the issue from
1990 to 2014." However, after more than a quarter of a century, it is not
clear what results Indonesia’s services in these negotiations have
delivered." Moreover, Indonesia’s reluctance to more openly challenge
the dashed line weakens international efforts to push back against
expansive Chinese claims, even as it allows Indonesia to avoid difficult
conversations with China.

INDONESIAN INTERESTS IN THE SOUTH CHINA SEA

Several times since 2010, and three times in 2016, confrontations have occurred between Chinese and
Indonesian military and law enforcement vessels over jurisdiction around the Natuna Islands in the South
China Sea. Indonesia claims the waters in accordance with international law as part of its Exclusive
Economic Zone (EEZ), but China nevertheless regards them as traditional Chinese fishing grounds.
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One of the world’s larger gas fields, but only
profitable to extract at oil prices over $100/barrel,
due to a high CO, content. Indonesia under Jokowi
is nevertheless pushing ahead with development.
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@ 16 yune 2016 - Chinese vessel arrested
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Defense Minister
Ryamizard Ryacudu ...
[told reporters]: “Natuna
is a door; if the door is
not guarded, then thieves
will come in.”

ENCOUNTERS AT SEA

On at least three occasions in 2010 and 2013, Indonesian vessels
attempting to arrest Chinese fishing boats in the South China Sea were
ordered by Chinese law enforcement vessels to let the Chinese boats in
Indonesian custody go free. In response to threatening behaviour by their
Chinese counterparts, the Indonesian vessels complied.14 Chinese
vessels have continued to fish in Indonesia’s EEZ around the Natunas,
and in recent months they have been shadowed by Chinese Coast Guard
vessels, as they were in the incidents in 2010 and 2013. Three encounters
between Indonesian and Chinese vessels in 2016 are worth noting.

First, on 19 March 2016, an Indonesian Ministry of Marine Affairs and
Fisheries vessel caught a Chinese trawler fishing in its EEZ. The vessel
gave chase, firing warning shots, and seized the boat, towing it back to
port. As the two boats approached Indonesia’s territorial sea nearly
12 hours later, a large Chinese Coast Guard vessel appeared on the
horizon, demanding the fishing boat’'s release. When the Indonesian
vessel did not comply, the Chinese Coast Guard vessel rammed the
Chinese boat under tow, forcing the Indonesian authorities to release it."®

Chinese diplomats phoned their counterparts in Jakarta to urge Indonesia
to keep the incident quiet; however, before her counterparts from the
Foreign Ministry could stop her, Indonesia’s Minister for Marine Affairs and
Fisheries Susi Pudjiastuti held a press conference to detail the incident."®
This was a departure from the earlier incidents in 2010 and 2013, when
Indonesia chose not to publicise the encounters. Going public introduced
domestic political pressure to take a stronger stand against Chinese illegal
fishing.

In response, Defense Minister Ryamizard Ryacudu announced plans to
deploy three frigates, five F-16 fighter jets, and an army battalion to Ranai,
telling reporters: “Natuna is a door; if the door is not guarded, then thieves
will come in.”"” Indonesia also launched a vigorous if poorly coordinated
diplomatic protest, as the fisheries minister, foreign minister, and defence
minister all announced that they would summon the Chinese ambassador.
For its part, China argued that the area was a “traditional Chinese fishing
zone”, a claim that elicited further protests from Jakarta.'®

Yet Indonesian officials also showed signs of caution, with Jokowi
instructing his coordinating minister for politics, law, and security, Luhut
Panjaitan, to remember that China was “a friend of Indonesia”, and
dispatching him to Beijing six weeks later for meetings on the disputes and
Chinese investment.'® On his return, Luhut sought to discourage notions
of a breach, telling reporters that Indonesia would seek to cooperate with
China in the fisheries around Natuna.”’

Only a few weeks after Luhut’s return, on 27 May, the Indonesian Navy
frigate KRI Oswald Siahaan found a Chinese trawler in a similar location,
again giving chase and firing warning shots before arresting eight
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fishermen and seizing the boat just east of Indonesia’s EEZ boundary.21
This time, nearby Chinese Coast Guard vessels did not intervene,
although China’s Foreign Ministry subsequently protested the arrest.?
The 17 June incident, recounted in the introduction to this Analysis,
followed three weeks later. Jokowi made a second visit to Ranai for the
close of the large-scale Air Force exercises in October.??

Fisheries Minister Susi Pudjiastuti told reporters in September 2016 that
there had been no further incursions by Chinese fishing boats into the
Indonesian EEZ since the 17 June incident, which may suggest that
measures taken by Indonesia have had a deterrent effect® It is also
possible that the movement of Chinese fishermen and their coast guard
escorts are seasonal. Of the six known incidents between Indonesian and
Chinese vessels, four occurred during China’s ban on fishing in the
northern part of the South China Sea from mid-May to 1 August. Some
scholars have argued that the ban pushes Chinese fisherman south to the
Spratlys, and the same logic may apply to the Natunas.”®

CHANGES IN INDONESIAN FOREIGN POLICY UNDER
JOKOWI

In order to safeguard its independence and territorial integrity, Indonesia
has generally sought to manage the distribution of power in Southeast )
Asia. Former Foreign Minister Marty Natalegawa referred to this strategy the [South China Sea]
as one of “dynamic equilibrium”, through which Indonesia would seek to dispute has risen...

shift its diplomatic weight between China and the United States in order
to maintain a balance between the two.”® In doing so, it has long

...as US concern about

Indonesia has become

endeavoured to avoid the perception that it has aligned too closely with less likely to affiliate
either the United States or China, even where this has meant taking itself with US positions
positions that seem to be inconsistent with its own self-interest on specific

iSSUES. on the issue.
With regard to the South China Sea dispute, this has meant that as US
concern about the dispute has risen, beginning with Secretary of State
Hillary Clinton’s intervention at the ASEAN Regional Forum in Hanoi in
2010, Indonesia has become less likely to affiliate itself with US positions
on the issue, even when doing so may have served Indonesian interests.
For example, Jokowi’s predecessor, Susilo Bambang Yudhoyono,
rebuffed Chinese entreaties that the South China Sea be kept off the
agenda at the East Asia Summit in 2011 in Bali — but he also refused US
suggestions that he facilitate the meeting in a way that isolated Beijing,
despite his own concerns about Chinese behaviour.?’

Alongside this continuity, however, there have also been important
changes to the conduct of Indonesian foreign policy under Jokowi, which
affects how it perceives its interests vis-a-vis the great powers, and its
interests in the South China Sea.
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Jokowi’s advisers say he
admires China’s rapid
development, and sees
Chinese President Xi
Jinping as a fellow
results-oriented leader.

Yudhoyono came to the presidency in 2004 with a long-standing interest
and substantial experience in foreign affairs. Over ten years in office, he
sought to elevate Indonesia’s standing on the world stage, and improve
Indonesia’s relations with foreign countries. Yudhoyono advocated a

policy of a “thousand friends, zero enemies” and an “all directions foreign
» 28

policy”.
Towards the end of his presidency, a number of Indonesian public figures
began to voice a critique of Yudhoyono’s foreign policy. Indonesia, they
argued, had become weak under Yudhoyono, whose globetrotting summit
diplomacy they said had been little more than an ego trip. Some even
implied that he had sought to avoid offending foreign governments in order
to ensure their praise; citing, for example, his refusal to order the
executions of foreign drug traffickers for years after their convictions, and
the failure to better protect Indonesian migrant workers overseas.”

Unlike Yudhoyono, Jokowi came to office in 2014 with no diplomatic or
military experience, or any strong views about the abstract concepts upon
which the practice of Indonesian foreign policy is based, such as dynamic
equilibrium or the centrality of ASEAN in regional diplomacy. Rather, he
burst onto the national stage as a can-do mayor, developing a reputation
for producing quick results. In his campaign for president, he promised to
focus on accelerating Indonesia’s economic development.

Viewing diplomacy as an elitist endeavour overly concerned with abstract
concepts, Jokowi has been particularly sceptical of the utility of multilateral
summit diplomacy, which he associated with Yudhoyono'’s globetrotting
style.30 When he took office, foreign policy became subordinate to a
renewed emphasis on economic development. He instructed Indonesia’s
Ministry of Foreign Affairs to focus on ‘down-to-earth diplomacy’
(diplomasi membumi), defined as diplomacy that would be ‘useful to the
people’, with a particular focus on trade and investment.' Likewise, he
launched a crackdown on illegal fishing by foreign vessels, over the
objection of diplomats that it would damage Indonesia’s relationship with
its neighbours. China’s role in each of these initiatives is revealing.

JOKOWI'S INFRASTRUCTURE AGENDA

At the centre of Jokowi’'s developmentalist agenda has been a focus on
attracting infrastructure investment. The National Development Planning
Agency estimates that Indonesia needs around $450 billion in
infrastructure investment over the five years from 2015 to 2019, but that
the government can only provide a third of that.* Indonesia has struggled
in recent years to attract private foreign direct investment for major
infrastructure projects, held back by a reputation for corruption and slow,
overlapping regulatory processes that make the acquisition of land and
permits difficult.®

To fill that infrastructure investment gap, Jokowi has looked to Beijing.
Jokowi’s advisers say he admires China’s rapid development, and sees
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Chinese President Xi Jinping as a fellow results-oriented leader.* China’s
extraordinary push to fund infrastructure projects through its Maritime Silk
Road initiative and the new Asian Infrastructure Investment Bank (AlIB)
present an opportunity to secure funding on better terms than could be
acquired on the private market. While Jokowi and his advisers are
sceptical of most multilateral financial institutions, they cite China’s
relatively small investment in Indonesia at present, and the low rate of
announced Chinese projects in Indonesia that come to fruition, and argue
that with a little extra effort, much more Chinese investment could be
secured.®

The Jokowi administration’s enthusiasm for Chinese investment was
evident when, in a closely watched contest, it awarded the contract for a
$6 billion high-speed rail line between Jakarta and Bandung to a
consortium of Chinese and Indonesian state-owned enterprises in
September 2015. While Japanese government-backed feasibility studies
for the line had begun in 2011, the Chinese Government had first offered
assistance in building the line only a few months before the contract was
awarded, in April 2015. The Japanese bid for the project was considered
superior on technology and the terms of financing, but the Chinese bid
offered a faster construction timeline, at a lower cost, and — most critically
— did not require a guarantee of funding by the Indonesian Government.*®

Jokowi’s overall focus on speedy delivery and attractive financing suggest
that the rail line will not be the last time that he looks to Beijing for
investment in marquee infrastructure projects. However, as outlined later
in this Analysis, Jokowi’'s enthusiasm for Chinese investment could
diminish if China cannot deliver on its infrastructure investment pledges.

CRACKDOWN ON ILLEGAL FISHING

One of the more prominent manifestations of Jokowi's comparatively ___Indonesia has blown
strident approach to the pursuit of the national interest has been his
administration’s campaign to combat illegal foreign fishing in Indonesian
waters. Starting in December 2014, foreign vessels caught fishing illegally boats, but has handled
have been impounded, their crew arrested, and some of the vessels
scuttled or dramatically blown up for the cameras. Polls have indicated ]
that the crackdown is among the Jokowi administration’s most popular delicately than other
policies.37 Given the high-profile episodes of illegal Chinese fishing countries’ vessels.
discussed earlier, one might expect this approach to have introduced

friction into the relationship between Jakarta and Beijing, and some

foreign diplomats and analysts have predicted as much. However, this has

not been the case.

up 234 foreign fishing

Chinese boats far more

Under the program, Indonesia has blown up 234 foreign fishing boats, but
has handled Chinese boats far more delicately than other countries’
vessels. In December 2014, a large vessel with a Chinese crew was
impounded by customs officials in Merauke, Papua, far from the South
China Sea. While Fisheries Minister Susi Pudjiastuti argued that the
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Indonesian reluctance to
anger China in law
enforcement...has been
echoed by Indonesian
restraint in multilateral
diplomatic forums.

vessel should be sunk, her Cabinet colleagues maintained that doing so
would anger China.*® After the Cabinet determined that the boat should
not be sunk, Susi continued to argue that Indonesia sink a Chinese vessel,
to demonstrate that no nation’s vessels could operate with impunity. In
May 2015, Indonesian officials quietly scuttled a Chinese fishing boat that
had been caught six years earlier.** No Chinese vessels have been sunk
since.* Plans to sink several Chinese vessels along with dozens of other
foreign vessels on Indonesia’s independence day, 17 August 2016, were
cancelled at the last minute.*’

Indonesian reluctance to anger China in law enforcement, moreover, has
been echoed by Indonesian restraint in multilateral diplomatic forums.

THE INDONESIAN VOID IN MULTILATERAL
DIPLOMACY

Jokowi’s emphasis on delivering tangible domestic economic results and
his associated scepticism of multilateral summit diplomacy has led to less
active Indonesian diplomacy than under Yudhoyono, including in ways
that have benefited Beijing. The change has been most noticeable within
ASEAN, which had come to rely on Indonesian leadership in advancing
regional norms and forging consensus on them at its summits. However,
under Jokowi, ASEAN has gone from “the cornerstone” of Indonesian
foreign policy to “a cornerstone”, in the words of his former top foreign
affairs adviser, Rizal Sukma.* Indonesia’s approach to two crises
following ASEAN meetings, one in 2012 under Yudhoyono and one in
2016 under Jokowi, illustrates the difference.

In 2012, ASEAN foreign ministers found it impossible to agree to a
communiqué for the first time in the organisation’s history, because the
Cambodian chair of the meeting would not agree to a statement critical of
China’s actions in the South China Sea. Then Foreign Minister
Natalegawa conducted 72 hours of shuttle diplomacy to ensure a
compromise statement was issued shortly thereafter.*®

However, during a similar crisis following a China—ASEAN ministerial
meeting in Yuxi, China, in June 2016, there was no comparable
Indonesian effort to build a consensus among ASEAN members.** In the
days prior to the meeting, Southeast Asian ministers had agreed that
Singapore, as ASEAN'’s country coordinator for relations with China,
would deliver a statement to the press at the conclusion of the meeting.
Although only obliquely critical of Chinese actions, the statement would
nevertheless have been a clear and unified indication of ASEAN'’s
concerns over Chinese behaviour in the South China Sea, just a month
before an arbitral tribunal in The Hague was scheduled to deliver a verdict
in the Philippines’ suit against China over that behaviour.

At the time, China was desperately seeking international support for its
argument that the tribunal was without jurisdiction, and the case without
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merit. When Chinese officials learned that the statement was to be given,
they put pressure on Cambodia, which has received billions of dollars in
Chinese aid in recent years, to withdraw its approval of the statement.
Cambodia did so, depriving ASEAN of a consensus and preventing the
Singaporean foreign minister from delivering his critique to the press.
(A Malaysian official inadvertently leaked it a few hours later.)

Unlike in 2012, there were no heroics from Natelagawa’s successor as
Foreign Minister, Retno Marsudi. Although she had sought President Joko
Widodo’s approval to play a similar role to that played by Natalegawa in
the previous crisis, the president demurred, worried that such a high-
profile Indonesian effort would anger China.”® In the days that followed,
Singapore sought to reconstruct the consensus that had existed a few
days earlier, without success.*® The case illustrated the other ASEAN
states’ limited ability to forge consensus among members, and the
significance of Indonesia’s absence from such efforts.

Since the Yuxi meeting in June 2016, there have been other indications
that Jokowi is reluctant to criticise China in the context of regional
diplomacy. For example, a month later, when Retno proposed a response
by the foreign ministry to the ruling of the arbitral tribunal in the Philippines’
case against China, Jokowi originally struck any mention of UNCLOS from
the statement. Only a later intervention with the president by Luhut, the
coordinating minister for politics, law, and security and a close adviser to
Jokowi, convinced Jokowi that the reference would not anger China and
should be included.*’

Retno finally gained approval for more active diplomacy later in July 2016,
when she played a high-profile role in pushing her counterparts towards a
consensus communiqué at the ASEAN Foreign Ministers’ Meeting in
Vientiane, Laos. The effort spared ASEAN further embarrassment.*® In
general, however, as China has increased its activity around the Natunas,
Indonesia under Jokowi has responded by emphasising its military
capabilities while resiling from the key diplomatic role in the broader South
China Sea disputes that it played under Yudhoyono. In the South China
Sea, Jokowi seems content for Indonesia to go it alone.

A HIGH-WATER MARK FOR SINO-INDONESIAN TIES?

But Jakarta’s recent pattern of deference to Beijing — in investment, in its
campaign against illegal fishing, and in regional diplomacy — could be
upended by historical anxieties, communal tensions, challenges in
executing infrastructure investments, or an escalation in the
confrontations around the Natunas. An examination of these risks
suggests that relations between the two may have reached their high-
water mark under Jokowi.

...there have been other
indications that Jokowi is
reluctant to criticise
China in the context of
regional diplomacy.
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Indonesian officials
have historically
regarded Beijing’s role
in the region with great
anxiety...

HISTORICAL ANXIETIES AND COMMUNAL TENSIONS

Indonesian officials have historically regarded Beijing’s role in the region
with great anxiety, dating back to the close relationship between the
Chinese Communist Party and the Indonesian Communist Party (PKI).
According to the official Indonesian history of events, contested by some
scholars but still widely accepted in Jakarta, the PKI attempted a coup with
Chinese backing.49 Relations between Jakarta and Beijing were not
restored until 1990, long after most of Indonesia’s neighbours,.50

The history of Indonesian politics is also replete with nationalist anxiety
about the loyalty of the Chinese community. Chinese Indonesians have
faced resentment for the community’s relative wealth and preferential
treatment by the Dutch. Under Suharto, Chinese Indonesians were forced
to assimilate and abandon aspects of their culture, and in the days before
his fall, anti-Chinese riots hit communities around Indonesia. Since the
return of democracy, Chinese Indonesians have prospered, and many
have reconnected with Chinese culture. A smaller subset have “reoriented
themselves” towards mainland China, and re-established business links
with the mainland.®'

These are typical activities for a diaspora community with cultural links
overseas that should not in and of themselves raise questions about their
allegiance. Still, some Indonesians harbour lingering suspicions about the
loyalty of Chinese Indonesians, and are anxious about the community’s
economic links with an increasingly powerful economy in the People’s
Republic. Aware of this unease, many pluralist Indonesians — including
those in Jokowi’s religious and political milieu — are reluctant to see a
downturn in relations between the two countries for fear that it could
agitate communal tensions, and upend hard-won ethnic harmony at
home.

The tensions surrounding the February 2017 Jakarta gubernatorial
election make these concerns all the more acute. The province’s ethnic
Chinese Christian governor, Basuki Tjahja Purnama, has been attacked
on racial and religious grounds in the run-up to the election, with at least
50 000 protestors coming out into the streets in November 2016 to
demand his arrest on specious charges of blasphemy.52 If tensions were
to boil over, or if Beijing were to intervene — rhetorically or otherwise —
on the side of Chinese Indonesians in a way that Indonesians believe
breaches norms of sovereignty, it might become more difficult for Jokowi
to work with China or take its interests into account. Such an intervention
is not implausible; in September 2015 the Chinese ambassador to Kuala
Lumpur's comments on Malaysian treatment of ethnic Chinese
Malaysians amid similar tensions set off a firestorm of criticism.*®

CHALLENGES WITH CHINESE INVESTMENTS

The increase in high-profile Chinese investments presents risks to the
Sino-Indonesian relationship in two ways. First, many Indonesians are
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wary of the importation of foreign labour in general, and of Chinese labour
in particular. There are fears that Chinese workers will flood Indonesia if it
accepts Chinese investment, although in fact the number of Chinese
workers at present is quite small.** (Chinese officials claim that the use of
unskilled Chinese labour would be uneconomical, because importing
Chinese labour would be more expensive.)55

The politics of the issue may nevertheless make Chinese investment less
attractive to Jokowi. In August 2015, as the contest for the Jakarta—
Bandung high-speed rail project gathered momentum, Indonesia’s
leading news magazine, Tempo, published a cover story critical of the use
of Chinese labour. Against an ominous red background, Tempo depicted
Jokowi as a Chinese labourer, beside text reading “Welcome, Chinese
Worker”.%®

Second, Chinese infrastructure projects in Indonesia have acquired a
reputation for low quality and late completion. Many Indonesian officials
who worked on Chinese investments in the Yudhoyono administration cite
the example of the Celukan Bawang power plant in Bali, which was
completed years late and at a fraction of the promised capacity.57

Jokowi’s decision to award the high-speed rail project to the Chinese—
Indonesian consortium is an opportunity for Chinese investors to
demonstrate that they can deliver a project on time, on budget, at a high
quality, and with few if any unskilled Chinese workers. If the project is a
success, Indonesia is likely to turn increasingly to China for assistance in
infrastructure investment. But if China runs foul of Indonesian sensitivities,
then the project could sour Jokowi and his ministers on further Chinese
investment. Likewise, Chinese investors may learn that the regulatory and
governance challenges that tend to turn private sector investors away
from big projects in Indonesia are more trouble than increased investment
is worth, and pull back over time.

ESCALATION AROUND THE NATUNAS

Despite tense moments off Natuna Besar during the March 2016
confrontation between Indonesian and Chinese law enforcement vessels,
Indonesia under Jokowi has not sought to penalise Beijing by throwing up
roadblocks to investment, blowing up captured Chinese fishing vessels,
or taking a stronger stand in regional diplomacy. Following the incident,
Chinese Coast Guard behaviour around the Natunas has been relatively
restrained. In the two incidents that followed, Chinese Coast Guard
vessels did not attempt to intervene to prevent the arrests of Chinese
fishermen by Indonesia. Since then, Fisheries Minister Susi Pudjiastuti
has told reporters that Chinese fishing vessels have not been seen in the
waters around the Natunas.

But as noted earlier, the presence of Chinese fishermen around the
Natunas appears to be seasonal. Based on past patterns, they could
return between March and July 2017. If they do, and an incident between

Against an ominous red
background, Tempo
depicted Jokowi as a
Chinese labourer, beside
text reading “Welcome,
Chinese Worker’.
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Indonesian leadership
within ASEAN would give
cover to smaller ASEAN
countries to take a stand
against Chinese
aggression, making
collective action among
ASEAN states easier.

Indonesian Navy or law enforcement vessels and the Chinese Coast
Guard escalates to a point that leaves Indonesian casualties, it may be
difficult for Jokowi to suppress anti-Chinese sentiment, and may require a
response beyond the deployment of troops and equipment to Ranai.

If the Sino-Indonesian relationship does take a turn for the worse, it is
unlikely to go very far in that direction. Indonesia’s traditional non-
alignment and preference for maintaining a “dynamic equilibrium” will
exercise a gravitational pull on Indonesian policy, keeping it from adopting
too anti-Chinese a posture.

CONCLUSION

Indonesia under Jokowi can be expected to continue to take unilateral
action to reinforce the Indonesian position in the Natunas, both through
military deployments and an increase in state-directed economic activity.
But Indonesia under Jokowi has not played an effective leadership role
within ASEAN on the broader South China Sea issue for three reasons.

First, Indonesia’s non-alignment has long left it inherently sceptical of
engaging on one side or the other in great power tensions. Second,
Jokowi himself is sceptical of the merits of the abstract concepts at stake
and the summit diplomacy required to protect them. Third, Jokowi wants
to maintain good relations with China in order to ensure that efforts to
attract greater Chinese investment in his infrastructure projects are
protected. However, if attitudes towards Chinese investment change over
time in response to poor performance, or if confrontations around the
Natunas escalate, or communal tensions flare, it could weaken Jokowi’s
interest in maintaining good relations with China.

Jokowi’s reluctance to authorise a stronger Indonesian leadership role on
the issue may undermine Indonesian security. Indonesia has a long-term
interest in a strong ASEAN, in a rules-based order that constrains the
prerogatives of great powers in the region, and in the peace and stability
supported by both. Indonesian leadership within ASEAN would give cover
to smaller ASEAN countries to take a stand against Chinese aggression,
making collective action among ASEAN states easier.

Without strong Indonesian leadership, however, ASEAN will continue to
struggle to come to a consensus on the issue, and China will continue to
take advantage of ASEAN disunity to pursue its ambitions in the South
China Sea, with few diplomatic consequences. ASEAN consensus is not
a panacea for the challenges of the South China Sea; but its absence
makes their management more difficult. Indonesian reluctance to lead in
ASEAN also undermines Indonesia’s interest in lowering regional
tensions and preventing Southeast Asia from becoming a venue for great
power competition, because without a strong and united ASEAN, the
United States has felt compelled to take on more of a leadership role in
pushing back against Chinese actions in the South China Sea.
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Jokowi’s unilateral approach may have stabilised the situation around the
Natunas for now. But in time, Indonesia will find any unilateral efforts to
shore up its position in the Natunas will be overwhelmed by Chinese
military and commercial capacities greater than their own, now located
much closer to Indonesian waters than they once were. In the longer term,
Indonesia is better off investing in diplomatic leadership.
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