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Introduction

Military force in a certain country is built to
defend the endurance of the state towards other
military threats launched by foreign country.
According to Peter Paret, military force is an
implemented expression of national power
applied through the deployment and em-
ployment of armed forces.! Along with the idea,
the development of military force should
indicate the entire capacity of national power
of the state. If the state fails to build its military
strength, the government should take the
responsibility over its weaknesses in reinforcing
its national resources onto the defence sector.

The placement of military force as an
output of national power is based on a universal
premise that military organization obtains sup-
portof the allocation of national resources, and
be able to transform them into specific combat
proficiencies. According to Biddle, such trans-
formation process in defence sector could be
main indicator to determine the effectiveness
of a state in promoting efficiency in the use of
its national resources, especially in state defence
sector.” Due to it, the reasonable framework to
assess the effectiveness of the state to build its
defence force must be correlated to the capacity
of the state to convert its national resources to
become a coercive tool.

There are three major difficulties in such
transformation process of the defence sector.
First, identifies potential components of national
resources that are transformable to defence
sector. Second, develops the structure of state
defence capacity that will be built in an effective
and efficient manner. Third, establishes a feasible
model to convert national resources into defence
resources.

Those difficulties could be overcome by
setting defence force as an output of national
power capacity. Comprehensive analyses towards
the capacity of Indonesia’s national power are

also needed, so does the acknowledgement on
how it could be reinforced effectively to defence
sectot.’

The conversion process of national
resources to defence sector takes place when a
state is able to develop sufficient strategic re-
sources. The establishment of strategic resources
is determined by the capability of strategic
conversion that the government must have. Such
capability is key instrument required by the
government to develop a grand strategy in
defence sector during the peacetime.*

Indonesian Defence
Posture: 2004-2009

The 2004 Strategic Defence Review gives
illustration that in the future, Indonesia must be
able to overcome wide-ranging traditional and
non-traditional security threats.® This document
identifies a kind of traditional threat towards
Indonesia’s security, which is foreign military
invasion or aggression. ® In terms of non-tradi-
tional threats, the document categories the type
of threats into 10. They are (1) terrorism, (2)
armed-separatist struggle, (3) radical move-
ment, (4) communal conflict, (5) social unrest,
(6) maritime piracy, (7) illegal migration, (8) illegal
fishing and maritime contamination, (9) illegal
logging and trafficking, and (10) disturbances
towards regional government.”

The assessment above shows that
security threats are classified into three major
types of conflict.® First, conflicts among states
that may give serious impacts to Indonesia’s
territorial integrity. In this category, the conflict
will be in form of military invasion launched by
other country. Second, internal conflicts, such as
separatist struggle, communal conflict, and social
unrest, to which the warring groups equipped
with armed stuffs. Third, trans-national conflicts,
which is motivated by political interests, such as
terrorism, and economic interests, such as illegal
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trafficking, drugs trafficking, and maritime piracy.
In this category, the types of conflict have new
characteristics, such as broaden international
links, low-level intensity of conflict, and wide-
ranging conflict-thorn areas.

To overcome those conflicts above,
Indonesian government should develop its
defence sector in a bid to create high-qualified
armed forces. Document of Long-Term Na-
tional Development Plan for the year of 2005
to 2025 says that development of defence sector
in Indonesia is projected to enhance defence
capacity above the minimum line.” The docu-
ment also rules that Indonesian defence capacity
must be continuously improved to enable the
country to step up position in world’s diplomatic
bargaining upon learning that its defence power
have deterrence effects.

Currently, Indonesia’s defence posture
is still under the minimum line. Neither the
structure nor the dispatch of military force has
showed significant changes compared to the
condition before the Indonesian Military (TNI)
introduced its internal reform. Table 1 provides
short description about Indonesia’s military
force in 2006."

Table 1. TNI Force Deployment in 2006

Unit Force Deployment
National Air Defence Command (KOHANUDNAS)

Kosek I: Jakarta
INI Kosek II: Makassar

Headquarters | g ek I1I: Medan
Kosek IV: Biak
16 Radar’s Units

Central Command

Army Strategic Reserves Command (KOSTRAD)

1 MaKostrad, 2 Madivid, 3 Mabrigif Linud, 3 Mabrigif,
9 Yonif Linud, 9 Yonif,
2 Yonkav, 2 Kikavtai,
2 Mamenarmed, 6 Yonarmed,
2 Yonarhanudri, 2 Yonzipur,
1 Denintel,
2 Yonbekang,
1 Yonkes,
1 Kikes,
2 Kihub,
2 Kinbengharlap,

Army 2 Kipom,
(TNI AD) 2 Sat Ajen

Army’s Special Command (KOPASSUS)
1 Makopassus,
2 Magrup Parako, 1 Magrup Sandha, 1 Ma Satgultor, 1
Pusdikpassus, 6 Yon Parako, 3 Yon Sandha, 2 Yonsus,
1 Dennik

Army’s Raider Striking Force Unit
2 Yonif Raider Kostrad

Regional Military Command
12 Makodam, 41 Makorem, 273 Makodim, 3323
Koramil.
2 Mabrigif, 65 Yonif, 8 Yonif Raider,
8 Yonkav, 4 Denkav, 1 Kikav,
9 Yonarmed, 1 Raiarmed/ BS,
1 Mamenarhanud, 7 Yonarhanudse, 1 Yonarhanudri,
4 Denrudal, 2 Raiarhanudri/ BS,
6 Yonzipur, 10 Denzipur,
12 Deninteldam, 41 Tim Intelrem, 269 unit Inteldim,

10 Rindam.
124 KRI
Nav 207 KAL
(TNT XL) 74 Aeroplane

Marine Corps: 1 Mako, 2 Pasmar, 3 Brigmar,
1 Kolatmar, 1 Det Jalamangkara,
8 Lantamal, 48 Lanal, 63 Posal

Air Force Operation Command (KOOPSAU)
2 Koopsau
8 Lanud Induk
30 Lanud Operasi
5 Air Wing
16 Air Squadron
7 Technical Squadron

Air Force Special Corps (KORPASKHAS)
3 Wing Paskhas
Air Force 5 Skuadron Paskhas
(TNI AU) 6 Flight Paskhas BS
1 Den Bravo
1 Den Walkol

KOHARMATAU
2 Depohar Pesbang
3 Depohar Elektronika/Radar

KODIKAU
1 Lanud Induk
2 Lanud Operasi

Ministry of Defence has planned to
transform the current defence posture by using
conceptual framework of Minimum Essential

Forces (MEF). This concept will bridge the
transition process prior to the development of
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new defence posture compatible with the
concept of policy and strategy on national
defence.

Indonesian government introduces the
MEF-styled concept in its Mid-Term National
Development Plan of the Year of 2004-2009."
Such introduction of the concept is a must be-
cause the current condition of TNI’s weaponry
system is not in a-100percentage eligible-to-use.
Table 2 provides brief illustration concerning
the condition of the Air Force’s weaponry
systems.

Table 2. Operational Eligibility of
Air Force’s Weaponry System

Carrier Squadron Helicopter Squadron Combat Squadron

Weaponry | Eligibility | Weaponry | Eligibility | Weaponry | Eligibility

System System System

22 C130 8 9NAS-332 4 45u27/30 4

2 C-130B 1 9S-58T 3 10F-16 4

3F-28 1 10 SA-330 5 8 OV-10 3

5F-27 2 10-Bell-47G 7 12F-5F 2

8 CN-235 4 12 BEC-120 8 8 MK-53 3

10C212 4 35 Hawk 9
Average Hligibility 45% | Average Eligibility 40% | Average Eligibility 30%

Source: Figured based on Sesko TNI, Konsepsi Pengen-
bangan Kemampnan Alutsista TNI dalam rangka Mencapai
Keberhasilan Tugas Pokok (Bandung: Sesko TNI, 2005).

MEF-styled concept in Indonesia’s
defence posture is brought into reality through
the improvement of the Army capacity as well
as the development and modernizing of the
Naval and the Air Force on minimum scale of
strength. Term of achievement in introducing
the new defence posture will be in three stages.
Stage I (2004 and 2009) intended to create a form
of defence posture that is close to the MEF-
styled posture. Stage 1T (2009 and 2019) intended
to achieve the MEF-posture. Stage 111 (2019 and
2029) is intended for the above posture that is
the MEF posture. This long-term development
is implemented by divining development plan
for each service.

Based on Long-Term National Develop-
ment Plan for the year of 2005-2025, posture

and structure of army force is projected “to
enable it to overcome challenges found in
different field conditions, to perform rapid
deployment of troops across areas and islands,
and to quell the threats in efficient operations.”
2 Army’s capability is reinforced by gearing up
its central command forces, namely Army’s
Strategic Reserves Command (KOSTRAD) and
Army’s Special Forces (IKOPASSUS), as well as
itsterritorial command forces in 12 Regional
Military Commands (KODAM).

The development of posture and
structure inside the Navy is projected “to build
its capacity to oversee the vast area of Indonesia’s
maritime, both on surface and underwater, and
to enable it to provide support and compatibility
towards the mobility of the army and the air
force.”" The development and modernization
of the navy is aimed at fulfilling its requirement
on weaponry systems, including so-called
Integrated Fleet Weaponry Systems (SSAT),
which consists of Striking Force Units, Patrol
Combat Units, and Supporting Combat Units,
as well as Marine Armaments.'*

The development of posture and struc-
ture inside the air force is built to enable it “to
oversee the national aerial space, in particular,
and some part of regional aerial space, to
improve its capacity above the minimum level
in guarding national aerial space, to enable it to
utilize the outer space, and to enable it to provide
supports in a joint exercise involving the navy
and the army.”'"® The development and
modernization of the air force is aimed at ful-
filling its Main Capabilities and Supporting
Capabilities, which are comprised of Air
Control, Air Strike, Air Transport, Information
Utilization, Air Surveillance, Electronic Warfare,
Air Refuelling, Early Warning and Operation
Control Systems, and Special Skills. '°

The MEF-styled defence concept is
rooted in “capability-base approach”. Thus, the
government should combine such approach
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with “task-oriented approach” to ensure that the
TNI always has high-qualified striking force to
launch unexpected short-term military opera-
tions. The task-oriented approach is a follow-
up towards assertive-approach and territorial
control that become the basic concept for
military deployment in strategic compartments.'’

Law No. 3/2002 on State Defence and
Law No. 34/2004 on Indonesian Military (TNI)
have reconstructed the formulation of the TNI’s
tasks. Article 7 of the Military Law stipulates,
“The main tasks of the TNI are maintaining
the state sovereignty, defending the integrity of
Unitary Republic of Indonesia, and protecting
the people and the motherland from any kind
of threats that may endanger the national
integrity.” The TNI carries out their main tasks
by launching two sort of military operations:
combat operation and military operation other
than war.

The MEF-styled model for defence
posture is established through the reinforcement
of national resources for defence sector pur-
poses. Mid-term trajectory from 2000 to 2009
has showed that Indonesian government has
increased the spending for defence budget since
2000 (see Figure 1). In the period of 2000 to
2004, the administration of then President
Megawati has increased the allocation of defence
budget to more than 100%.

In 2000, Indonesian government only
allocated Rp 10.5 trillions for defence spending.
In 2004, the allocation of defence budget was
doubled to Rp 21 trillions. When Susilo
Bambang Yudhoyono took office, the office of
Ministry of Defence filed a proposal to increase
the allocation of budget. For 2005 fiscal year,
Minister of Defence Juwono Sudarsono pro-
posed the allocation of defence budget to Rp
45 trillions, but the government could only
disburse Rp 23 trillions — or only about half from
the total budget the Ministry has proposed. The
implementation of the policy was repeated in

the other fiscal year when Minister Juwono had
only received Rp 28 trillions from a total Rp 56
trillions in defence budget he proposed.
Demand to raise the allocation of defence
budget will continue as of 2009, during which
the Ministry of Defence has planned to propose
Rp 141 trillions in state budget for defence
spending.
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Based on Strategic Defence Review
issued in 2004, the allocation of defence budget
for the period between 2005 and 2009 should
have been projected to improve the capacity of
Indonesia’s navy and air force. In the Table of
Figure below, public acknowledge that Indo-
nesian government has started to focus on the
development and modernizing the navy’s and
the air force’s weaponry systems. The Figure also
illustrates that beginning of the year of 2008,
the navy will receive allocation of budget higher
that that of the army’s.
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Figure 2. Allocation of Indonesia Military Spending 2005-2009
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Adjustment towards the allocation of
defence budget that puts the Indonesian Navy
on top priority should be followed up with a
policy to spend more of funds for Navy’s arma-
ment procurement. Figure 3 shows that Ministry
of Defence has planned to allocate more funds
in form of credit export for the Navy’s and the
Air Force’s armament procurements in 2005-
2009 fiscal years. By 20006, the Ministry has been
able to cover 70 percent of proposed allocation
funds for credit export spent during 2005-2009
fiscal year following support from neighbouring
Russia, which has made a plea to provide US$ 1
billion in funds of the country’s State Credit.
The loan is worth for Indonesia’s future pro-
curement over the next years (2006-2011). Indo-
nesian government has set a target that the
shopping spree over the year of 2006 to 2011
for the military will equip the three military
forces with combat instruments, such as three
Russian-made Su-27 and three SU-30MK2
Jettighters for the Air Force. The Indonesian
government has also planned to purchase two
Kilo-class submarines, 20 BMP-3F amphibious
tanks, and two anti-ship missiles for the Navy

and 10 Mi-17 U-5 carrier helicopter and five Mi-
35P assault helicopter. '®
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Figure 1 Allocation of Indonesia’s Arms Procurement 2005-2009
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Concerning the Indonesian Air Force,
minimum standard of armed weaponry procure-
ment must be designed to enable the Force to
carry out their main tasks to guard the country’s
aerial space, which include air control capability,
air strike capability, air transport service, and
reserves provider capability. " In the meantime,
the Force’s real capability is far below the mini-
mum standard requirement that the country
must have (see Table 3).

Table 3. The Comparison between
the Real Capabilities® and the
Minimum Standard Requirement” that
Indonesia Air Force must be designed

Real Capabilities of Minimum Stand ard

Indonesian Air Force Requirement
7 Combat Squadron 11 Combat Squadron
5 TransportSquadron 10 Transport Squadron

1 Surveillance Squadron 4 Surveillance Squadron

3 Helicopter Squadron 9 Helicopter Squadron

2 Training Squadron 4 Training Squadron
1 VIP/VVIF Squadron 1 VIP/WVVIF Squadron
16 Radar Units 30 Radar Units
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Indonesian Navy also faces similar con-
dition. In period of 2005-2009, The Navy will
have acquired US$ 1,974,364,000,00 in funds of
the allocation of export credit. Such funds will
be used to procure four corvettes, two missile-
guided destroyers, three submarines, four plat-
form docks (LPDs), and 20 units amphibious
tanks. Despite plan of shopping spree for the
Navy, the allocation of funds remains low
compared to the initial proposal on minimum
standard requirement that may cost US$ 4.5
billions for 2005-2009 fiscal year.

The allocation of budget that is far
below an ideal expenditure may affect the
development of the Indonesian Navy set as of
2024 that expectedly will be equipped with 274
warships stationed at all 56 Navy bases. ** In a
move to create ideal posture, the Navy Head-
quarters planned to restructure so-called
Integrated Fleet Weapon Systems (SSAT) con-
sists of warships, aircrafts, and the marine unit.
The planned restructuring program will result
in the establishment of Indonesian Navy Fleet
Command, which oversees three Naval
Command Areas (Kowilla) based in western-
side, central, and eastern-side of Indonesia.
Description in detail of the Navy’s strength that
expectedly to be seen as of 2024 is portrayed in
Table 4.

Table 4. Navy’s strength as of 2024

Naval Aircraft 137 aircrafts
* Medium Transport Aircraft 30 aircrafts
* Light Transport Aircraft 32 aircrafts
* Marines Patrol Aircraft 36 aircrafts
¢ AKPA and AKS Helicopter 30 aircrafts
* Training Aircraft 9 aircrafts
Marines
= Marines Corps (Pasmar) 3 Pasmar
¢ Marines Brigade (Brigmar) 2 Brigmar BS
¢ Marines Battalion 11 Batalion
* Intelligence Unit (Sat Intel) | 1 Sat Intel

Nonetheless, the improvement of mili-
tary posture and the increasing of defence
spending will do little to enable Indonesia’s mili-
tary to stand equally towards military strength
in BEast Asia region. In terms of defence budget,
hegemonic rivalry among East Asia countries
will be still dominated by four major powers:
the United States, Russia, China, and Japan.”
In 2005, the US has spent more than US$ 400
billion in funds for defence expenditures, while
Russia, China, and Japan each has spent about
US$ 40-60 billion for defence sector. (See Figure
9

SSAT Elements Force Deployment
Naval Command Areas (Kowilla) A Command Headquarter in Surabaya
* Western Kowilla A Command Headquarter in Tanjung
¢ Central Kowilla Pinang
¢ Eastern Kowilla A Command Headquarter in Makassar
A Command Headquarter in Sorong
Naval Base 59 naval bases
* Naval Central Command (Lantamal) | 11 Lantamals
* Naval Base (Lanal) 24 Lanals
* Naval Operation Station (Sional) 21 Sionals
* Naval Detachment (Denal) 3 Denals
* Naval Airbase 12 airbases
* Naval Observer Post 63 post
* Naval Facility (Fasharkan) 9 facilities
Warship 274 ships
* Striking Combat Units 110 ships
¢ Patrol Combat Units 66 ships
* Supporting Combat Units 98 ships

US $ Billion
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It is unrealistic for Indonesia to allocate
as many as that amount for defence expenditure.
Looking onto projection of Indonesian defence
needs proposed by Ministry of Defence, Indo-
nesia would have to be able to provide US$ 40-
60 billion for defence expenditures in 2020-2030
(see Figure 5). Upon realizing that Indonesia will
not be able to stand equally towards military
strength in East Asia as of 2030, the government
faces tough challenge to conclude alternative
policy to manage defence economic system in

Indonesia.
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Figure 6 describes the percentage of
Indonesian defence budget, which is reach no
more than 1% of its Gross Domestic Products
(GDP). Indeed, the percentage is lower than the
allocation of defence budget that many of other
countries receive, including those in South Asia
region.

However, there is a plan to increase the
proportion of Indonesian defence budget up
to 5% of the country’s GDP. This policy is inline
with the Ministry of Defence’s plan to introduce
three principles of maximum standards for de-

fence budget taken from the State Budget
(APBN). The three principles categories as mini-
mum, average, and effective standards, each of
which is reach 2%, 3%, and 5% respectively of
the country’s GDP (see Figure 7).
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Actually, the allocation of defence bud-
get in Indonesia synchronizes with international
favouritism to cut military spending. IMF and
World Bank have made a recommendation for
development countries suffering from financial
problems to keep a tight rein on their military
expenditures and arms procurement.”” A
tendency to cut military spending in post-Cold
War is known as the term of “peace dividend.”
* In a document entitled Iz Facing One World
(1991) published by Independent Group on
Financial Flows to Developing Countries led by
Helmut Schmidt, there is a suggestion that
financial aid should be given to the countries
whose security expenditures not exceed 2% of
their GDP. World Bank Annual Conference on
Development Economics in 1991 crystallized
Arias Code of Ethic, which highlights human
resources development marked with bigger
allocation of state budget for health and
education sectors rather than defence sector.””

Strategic Gap in
Indonesia’s
Defence Sector

Strategic gap between defence needs and allo-
cation of defence budget has become main
problem facing Indonesia to develop MEF-
styled defence posture. Even though the
government has increased the allocation of
defence budget to nearly 300% during the period
between 2000 and 2007, the policy has done little
to bridge the gap.

In 2004, the gap was reached Rp 5-7
trillions in nominal. In 2009, however, the scale
of gap may reach Rp 110 trillions in nominal.
The increasing nominal calculation of the stra-
tegic gap will force Indonesian government to
breakthrough the problems by creating inno-
vations to manage economic defence of the
country.

An innovative breakthrough that can be
applied to overcome strategic gap in defence
sector is the promotion of efficiency towards
procurement of TNI’s hardware. As of 2004,
official data shows that Indonesia has 173 types
of weapons system produced by 17 different
supplier countries. The numerous types of the
weapons system has caused difficulties for the
TNI to perform integrated military operations
consist of all three forces. Instead, the TNI can
only be able to carry out solitary military services
that may be backed by a joint-command
arrangement.

In term of maintenance principle, the
highly variety of weapon system also creates
serious problems to the Ministry of Defence.
The presence of 173 types of weapons system
requires extra costs for operational and
maintenance purposes. For instance, Indonesia
has 87 jetfighters produced by three different
supplier countries: the United States (34
jetfighters), United Kingdom (49 jetfighters), and
Russia (four jetfighters). The 87-jetfighters
comprised with eight F-16A Fighting Falcon, -
5E Tiger, Hawk Mk 209, Hawk Mk 53, A-4 E
Sky-hawk CAS, OV-10F Bronco Coin, Su-27SK,
and Su-30MKI. Such different types of
Indonesia’s jetfighters has caused significant
increase towards operational and maintenance
costs that supposedly considered as part of
material procurement program.

This level of variety can be eliminated
significantly to just 39-70 types. Should the
Ministry of Defence came out with the policy,
it certainly needs to promote arms disposal
program for each force. As it is shown in Figure
8, level of variety in the Army’s weapons system
can be cut from 43 to 10-15 types, while in the
Air force, the program may lead to the
elimination of 51 to 13-20 types and in the Navy,
from 79 to 16-25 types.

Ministry of Defence can cope with
budget constraints if it can initiates program of

12
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weaponry systems efficiency and makes innova-
tive strategy on arms procurement. Efficiency
towards the TNI’s weaponry systems can be
implemented through three main strategies.”

First, weaponry development program
that is initially aimed at focusing on arms
maintenance program should be switched onto
arms disposal and arms build-up programs. The
arms disposal program is necessary to lessen
number of military hardware that is both un-
suitable for development plan of weaponry
system and ineligible to be used. The arms build-
up program is carried out to fill the vacant of
the armaments supply due to the arms disposal
program as well as to strengthen the elements
of defence posture.

AV
A
A
Navy Air Force TNI

Army

E) =) S & ) )
El

8 § § 8
] ®

Figure 8. Efficiency of TNI Weapon System
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As illustrated by Figure 9 below, the
switching program of weaponry system manage-
ment must be aimed at promoting efficiency in
arms usage. In Indonesia, such efficiency
program is carried out by disposing military
armaments that have been ineligible to be used
or that have been unsuitable towards the latest
development of military technology® Arms

disposal method actually has been conducted
by several states, including Indonesia. The
United States cut its defence needs in post-World
War II, in post-Vietnam War, and in post-Cold
Wiar. Indonesia imposed similar policy for at least
three times: after independence revolution
(1945-1953), in post-Trikora and Dwikora
military campaigns (1967-1973), and during reor-
ganization period inside the Armed Forces
(ABRI), to which was under the leadership of
General L.B. Moerdani (1983-1991).

2024

2009

2074

2008

Figure 9. Management System of TNI Weapon System
2004
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Second, elimination of weapons diversi-
fication is aimed at creating an integrated TNI
weapon systems. For instance, the United States
develops F-35-]SF jetfighter series that will soon
replace the current inventories of its jetfighters.

Third, the elimination in the number of
arms supplier countries is aimed at establishing
an integrated weaponry system. Nevertheless,
the policy should not be considered that
Indonesia would only rely on a certain country
as arms supplier, Instead, the main idea of such
policy should encourage Indonesia to develop

13
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cooperation with a group of countries that
shares the know-how on armaments technology.
Indonesia, for certain reason, can turn its eyes
to South Korean and Taiwanese arms producers,
which are now developing international coopera-
tion with the United States in producing defence
technologies (see Table 5).%

Table 5. Arms Production Cooperation
involving the US, South Korea and Taiwan

South Korea Taiwan

. F--16 Fighting Falcon Fighter
. F-5E Tiger-2 Fighter
. F-5F Tiger-2 Fighter

1 F-5E Tiger-2 Fighter
2

3

4. H-76 Eagle Helicopter

5

6

7

F-5F Tiger-2 Fighter
F-5F Tiger-2 Trainer
Model 205 UH-1H
Helicopter

Ll

. Model 500MD Helicopter

. PL-2 Light Plane Trainer 5. AIM-9] Air to Air Missile
. M-101 A1 105mm Towed 6. AIM-9L Air to Air Missile
Howitzer 7. MIM-23B Hawk Missile
8. M-109-A2 155 Self-Propelled | 8. M-60-H Main Battle Tank
Howitzer 9. FFG-7 Class Frigate
9. M-114-A1 Towed Howitzer | 10. PL-1B Chienshou Light
10. CPIC Type Fast Attack Craft Plane
11. LCU-1610 Type Landing 11. Lung Chiang Fast Attack
Craft Craft

12. PSMM-5 Type Fast Attach
Craft

For Indonesia, main purpose of pro-
moting innovation on arms management system
is to reduce financial burden and its impacts
towards the balance of payment, as well as to
stimulate the development of domestic defence
[read: strategic] industry. *! Such innovation,
therefore, should be part of transitional mech-
anism on arms procurements budget. The
transitional mechanism must be able to assess
comprehensively the correlation between: (1) de-
fence strategic plan and development program
on defence posture; (2) budget allocation for
research and development expenditures for
defence sector; (3) resources allocation for stra-
tegic industries; and (4) participation of foreign
financial resources. Transitional mechanism
should also clearly describe mid- and long-terms
trajectories to improve efficiency and inde-
pendency of Indonesian weaponry system in
gradual.

The transitional mechanism can be set
off by reviewing all financial resources for TNI

arms procurement. Foreign financial resources
— including OECD export credit mechanism,
export credit from international financial
institutions, state credit from Russia, as well as
Foreign Military Financing and Foreign Military
Sales from the United States — have to be set as
one among alternatives prior to the establish-
ment of domestic financial consortium and the
development of reputable strategic industries.”

Furthermore, the transition of financial
resource for arms procurement must be parallel
with national strategy to develop strategic/
defence industries. The development of strategic
industries is one of government’s long-term
objectives intended to build national inde-
pendency in terms of defence technology.
Therefore, Indonesian government should have
political commitment to offer economic
solutions for strategic industries, whose market
range is circulating around monopsony system
to which the state is its sole consumer and has a
tendency to enjoy subsidy from the state
budget.” State subsidy is still necessary in a bid
to develop 21* century’s state-of-the art on
defence technology as part of Indonesia’s long-
term strategic industries plan (2004-2024).

The development of strategic defence
industries is one of main agendas divined in
Indonesia’s Defence White Paper issued in 2003.
The 2003 Defence White Paper says that the
development of strategic industries will be
carried out through partnership model involving
three actors in science and technology: strategic
industries, academia, and defence institutions.
The partnership model is developed through
several cooperation programs. These included
(a) cooperation in aeronautics, shipping, civil
engineering, hardware industry, automotive,
electronics, informatics, and other national
industrial sectors; (b) to improve the quality of
human resources in terms of designing and
engineering skills applicable in the manufactures
of military air transport, special operational
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aircraft, patrol-speed aircraft, warship, armour
vehicle, weapons system, communication
network system, control command centre, and
information system; (c) to empower national
industries in a move to create self-sufficiency
and to cut back on foreign dependency in de-
fence sector; (d) to promote cooperation aimed
at fulfilling other defence equipments; and (e)
to conduct joined research and development on
defence sector, whose goal is to produce new
defence concepts in relation with technology,
management and human resources.™

Such working program must be attached
with the timeframe of transitional development
of Indonesian defence industry. To reach the
ultimate goal, which is to develop sophisticated
weapons system, the transitional development
in defence industry must come with a starting
point, which is the maintenance of military
equipments.”

The Management of
Indonesia’s
Defence Budget

Maximum amount of Indonesian defence bud-
get for 2000 fiscal year had only reach around 1
percent of the country’s GDP (see figure 10). It
means, the allocation of defence budget can only
cover minimum needs in the defence sector.
Such condition shows that the allocation of de-
fence budget is not sufficient to enable the
country to develop three main components in
defence sector as stipulated in Articles 7 and 8
of Law No. 3/2002 on National Defence. The
two Articles say that Indonesian defence system
puts the TNI as main component, which are
backed by reserves component and supporting
component. The development of each com-
ponent demands certain amount of budget, to
which the office of Ministry of Defence must
arrange.

|

Minimal Peak
For Core
Component

Normal Peak
For Core
Component

Ideal Peak
for Core
Component

| 5.00% 2.50%]|—1.50% 1.00%
Ideal Peak for
State Defence

A
0.93%
2006 Budget

Figure 10. Indonesia’s Defence Budget Position in 2006
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The Ministry of Defence has developed
three variations of maximum amount of defence
budget as described in Figure 11.% The figure
below shows that the government fails to pro-
vide sufficient budget to develop the three
defence components. The allocated budget can
only meet minimum spending in defence sector,
which is to develop the main component.
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Based on the standard above, increasing
budget for Indonesian defence expenditure
within the years of 2000 to 2006 is far below
the ideal amount proposed by the Ministry of
Defence. Further to it, Figure 12 below shows
that increasing budget for defence expenditure
in Indonesia is yet to meet the world’s minimum
budget for defence purposes”.
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To meet the ideal amount of defence
budget, Indonesia must significantly increase its
budget allocation to 540% out from the alloca-
tion of budget for the 20006 fiscal year. By this
means, the government must allocate Rp 150
trillions in defence budget for 2007 fiscal year.
If the government wished to allocate funds that
is meet the ideal amount, there will be about
806.6% of government spending in 2007 fiscal
year that must be allocated merely for defence
sector.”

For 2007 fiscal year, defence spending
comes to the second largest expenditure after
the education sector. Certainly, it must be under-
lined that such condition is managed to be
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happened because the government is yet to
allocate 20% of its state budget for education
sector as demanded by the 1945 Constitution.
So far, budget for defence sector remains higher
than that of health sector. Nevertheless, accu-
mulation of budget spending in defence sector
and security sectors has become the largest cost
to the 2007 state budget, should it is compared
to allocation of budget for other sectors. Detail
of Indonesian government’s spending in 2007
can be seen in Figure 13 below.
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Defence expenditure in 2007 indicates
that Indonesian government is still facing diffi-
culties to finance expenditures on routine needs
for military component and defence facilities.
Figure 14 shows that only 40-45% out from the
total budget of defence has been allocated for
arms maintenance and weaponry system
development. A huge amount of the defence
budget has been used to cover costs for soldiers’
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monthly salary, military facilities, and state-
defend program. Figure 14 below also shows
that the government will have been failed to
provide sufficient budget to develop defence
industry as of 2007.
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The illustration above shows that Indo-
nesian government has to deal with basic prob-
lems concerning the defence budget.

First, a classic problem; is the small
amount of budget allocation for the defence
sector by looking onto the percentage of the
country’s total GDP allocated for defence sector
compared to the coverage territory and the
massive number of population. Should we look
into the allocation of defence budget in other
Southeast Asian countries, excluding Indochina
countries, the allocation of the budget in
Indonesia is incomparable as it is will not suffi-
cient to enable Indonesia’s defence force stands
equally with Malaysia’s, Singapore’s, and even
perhaps Thailand’s. The lack of financial support
has made the government finding difficulties to
divine alternative policies and to develop model

for Indonesian defence force. For worse, the
lack of budget has triggered the implementation
of off-budget-allocation policy and the never-
ending military business activities. Second, the
unanswered questions as to whether the manage-
ment of budget allocation has run effectively
and efficiently upon looking into the extensive
chain of bureaucratic matters. The second
problem has been more complex as, #hird, the
allocation of budget is yet to reflect a systematic
way of thinking on what the objectives of the
defence policy and how to achieve them. This
problem actually has anything to do with policy
and political aspects of the defence sector, of
which the government is yet to divine General
Policies on National Defence as of today, despite
the mandate given by Law No. 3/2002 on
National Defence. Fourth, the allocation of
defence budget reflects interests of executive
and legislative influence due to human resource
problems, information gaps, and politicking
factors.

Before we proceed to discuss those
problems above, it is necessary to understand
the basic thoughts on why policy on defence
budget is crucial towards the promotion of
policies on national politics.

First, the defence budget policy is con-
sidered as one of several important instruments
that can be used by both the government and
the legislatives to control/supervise military
institution within democracy framework.
Defence budget should not be seen as just a
technical matter, but more, the issue reflects
political authority of the policy maker.” Further
to it, the allocation of defence budget under
the circumstances of political well managed will
prevent the military from trying to self-financing
the armed forces institution. In many cases, mili-
tary involvement in business deals to earn profits
for self-financing purposes has given negative
impacts towards their main capacity and
competency. The policy to let the military to
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run businesses for self-financing purposes will
also drive the armed forces to be an independent
institution in a head-to-head with political
supremacy. For worse, military institution that
is allowed to be a money-machine will promote
internal relationship that depends on financial-
earned factors, instead of command-linked fac-
tors. Such condition may endanger socio-capital
principle inside the armed forces, which may
not only weaken the military professionalism in
carrying their task to guard the nation, but more,
it may endanger democratic principle.

Second, management of defence budget
in terms of fiscal or financial purposes is aimed
at determining maximum capacity of budget for
defence sector. The allocation of defence budget
reflects the government’s perspective con-
cerning the national economic condition as well
as the position of defence sector towards other
sectors. A butter-versus-gun principle will put
the defence sector in a strict competition against
other sectors in terms of the allocation of state
budget. Such condition will encourage the gov-
ernment to create defence policy that is
politically accountable, which in general can be
used to determine and to control the state
capacity in financing the defence sector.

Third, defence budget is one of political
mechanisms that may lead into a public debate
over the meaning of defence sector. Both patlia-
ment and public may not only question the
amount of defence budget, but also come out
with political arguments concerning issues on
defence budget. In specific means, the allocation
of defence budget also reflects the roles and
the missions of the defence force that are still
and wished for being developed. Those above-
mentioned may encourage the government to
formulate defence policy that represents the
stakeholders’ interests.

Budgetary Procedure
of Indonesian
Defence Sector

Defence sector is definitely part of the state
function. Therefore, common practices in many
countries have that initial budgetary proposal
comes from the executive to the legislative.*’
Legislatives’ endorsement over the total amount
of defence budget lies on bargaining skills of
the Ministry of Defence as well as on civilian
participation in sharing ideas during the
formulation of national security plan. In initiat-
ing the formulation of defence budget, the
allocation of budget must underline two
substantial issues. They are: (1) the allocation of
state budget among the administrative sectors
as it may reflect segmented priority; (i) the
allocation of state budget for each sector.
Without the two substantial issues, plan over the
allocation of defence budget may trigger
competition among all three military forces in
accordance with their own interests.*!

By book, the formulation of defence
budget must meet several principles as follows:
first, accountability principle that demands the
legislatives’ authorization prior to the imple-
mentation. This authorization is materialized
through the formulation of legislation, which is
in particular strengthening political legitimacy
of the parliament to monitor defence sector, so
does any other government’s policies in related
to defence issues. Consequences resulted from
the Parliament’s monitoring roles can be seen
in the amount and in the allocation of defence
budget. Second, integrity principle that demands
a holistic concept on defence spending compiled
within a single document. Such principle is nec-
essary to provide comprehensive argument and
framework in regard with proposal of defence
budget. Third, definite scale-of-time — supposedly
held annually- for the government to propose
defence budget to the Parliament and a definite
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deadline for the allocation of the budget. Speci-
fic timeframe for budget allocation will enable
the Parliament to conduct monitoring roles over
the spending of defence budget. Fourth, structure
on the defence budget must be manageable and
reasonable to encourage the Parliament and the
public to monitor the implementation of
defence budget policy. Five, policy on defence
budget must be accessible, so that public may
have a basis to supervise defence expenditures.
Sixth, defence spending must be compiled in a
comprehensive report, into which there should
be inexplicable expenditures. Seventh, defence
budget policy must promote transparency in
terms of financial resources, objectives, per-
formance, or capacity, and in determining the
achievements.*

The establishment of defence budget
legislation comes to the next step. There is
several level of legislature participation in
formulating the defence budget, which is
somewhat depending on political system of the
country. Mostly of the countries in the world
adopt the principle that the parliament or
legislative branch is not the key player in
budgetary process of defence sector until the
government submit the proposed budget to the
Parliament, which will review; rearrange, and take
into debate prior to the endorsement of the
budget proposal. In several other countries,
however, the Parliament involved at the first
place in divining defence budget. Such countries
are including the United States, Germany, and
South Africa. *

Two contentious issues may be brought
into debate at the parliament by time the
proposal on defence budget is submitted by the
government. First, there may be debate over
general amount of defence budget. Pros and
cons may come to surface during a series of
hearings inside the Parliament upon learning that
general amount of defence budget has anything
to do with the government’s comprehensive

national policy and its priorities. The hearing may
conclude the position of defence sector towards
other sectors. Second, there may be debate con-
cerning the allocation of defence budget whose
amount has won approval from the parliament.
Debate over the issue is usually occurred in the
parliament’s budget commission. Rigorous
debate over the issues may pave the way to a
review over the government’s budget proposal.
Even though political realism considers the
process as common practices, proficient human
resources is needed to cope with technical
matters that may affect the implementation of
defence budget policy.

It happens that government’s proposal
on defence budget being reviewed prior to the
parliament’s endorsement. To this point, there
are several things that should be observed: (a)
key players inside the parliament to whom the
constituents deliver their interests; (b) the most
influential political parties or parties’ factions
with firmed consolidation. Political circumstan-
ces that allow the Parties to step up consolidation
may see that the deliberation of the proposed
budget be held during a series of hearing at the
parliament. In this case, defence budget policy
will be inline with the parties’ policy. In case
that none of the party has developed con-
solidation, the legislature may just abide by theirs
mid-term interests.

The budget allocation will be im-
plemented as soon as the parliament approved
the government’s budget proposal, the disburse-
ment of state funds should be materialized in
equivalent with the approved budget allocation.
This is such a normal condition. Problems may
rise if there are specific circumstances or
emergency condition that demands a review over
the approved budget. To overcome with possible
problems, lawmakers must divine mechanism to
enable the review run smoothly, despite
emergency condition that requires proper
anticipation.
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In the phase of defence budget super-
vision, there are several points that must be
underlined:

1. Have the budget been used properly? At
this point, two main issues require
evaluation. They are item or transactions,
which supposed to be held properly, and
procedure of transactions or procure-
ments of the defence equipments.

2. Have the objectives set in the defence
policy been achieved? To determine the
achievements in defence sector is more
complex rather than that of the other
sector because defence issue lies on the
worst-case scenario. It remains question-
able as to whether the absent of foreign
military threats is due to national defence
capacity or possibly due to other factors.
National defence force is put in the
challenge when it has to deal with war
threats.

Several actors who conduct supervisory
mission over the spending of defence budget
are as follows: (a) internal auditor within the
military institutions; (b) officials from the office
of the ministry of defence. The office holds
supervisory mission through centralized
mechanism aimed at supervising and evaluating
budget expenditures of each military force; (c)
auditors from national audit office. Indonesia
recognizes Supreme Audit Agency (BPK), or
NAO in United Kingdom, or GAO and State
Comptroller in Russia; (d) members of the
parliament who serve at defence budget com-
mission, Congressional Budgeting Office, etc;
(e) members of civil society organizations and
press; and (f) international community through
international treaties.

Budgetary procedure in defence sector
as described above has given portrayal on how
the parliament has strategic roles to control
budget spending for defence sector. There is a
hope that the parliament’s strategic roles will lead

into the promotion of effective civilian control
over the defence sector.

Implementation of effective civilian
control over the defence sector depends on the
government’s and the parliament’s capacity to
oversee defence budget expenditure. In the
move to promote effective civilian control, the
government has homework. They are: (1) to for-
mulate new budgetary mechanism in accordance
with performance-based State Budget (APBN)
to ensure that the allocation of defence budget
has been able to cover all TNI’s needs; (2) to
divine responsibility mechanism on budget
management in cooperation with the DPR. Such
mechanism is necessary to promote principles
of accountability and transparency; and (3) to
draft alternative model applicable to policy to
take over military business as mandated by Law
No. 34/ 2004 on the Indonesian Military.

Economic management on Indonesian
defence sector is a key of success over the
promotion of effective civilian control.
Providing all TNI’s needs in a bid to create pro-
fessional military is main principle in the
economic management on defence sector.
Implementation of such principle should not
leave the promotion of accountability and
transparency principles in the use of defence
budget.

Based on Indonesian Constitution, DPR
has three main roles: legislative function, bud-
getary arrangement, and supervisory mission.
The roles have strategic mean towards the de-
fence sector. Defence sector has been financed
by taxpayers, therefore accountability over the
use of the public funds is deemed necessary to
avoid mismanagement. Another consideration
is that procurement on defence sector should
not sacrifice other sectors that have direct
impacts to the people’s interests.

It may be said that budgetary control
over the use of state budget is one of parlia-
ment’s prominent functions towards the
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executive, in this case is the military institution.
Such function has been authorized through the
formulation of legislation, which is not merely
giving mandate to the parliament to endorse
proposal on defence budget, but is also regu-
lating mechanism to collect information from
the government regarding the implementation
of defence policies. Parliamentary supervision
over the use of defence budget should not leave
several principles as follows: (1) connectivity
between defence budget and market price level.
The issue has a relation with national-scale macro
economy condition; (2) interval measurement
of budget spending; (3) accountability in the
report on deficit-and-surplus balance in the use
of defence budget that must be submitted to
the executive; and (4) cross-subsidy mechanism
in the allocation of defence budget.

In terms of arms procurement, for in-
stance, DPR has to be able to make comprehen-
sive analyses over the impacts, including financial
problems that may sacrifice public’s interests.
Such analyses aimed at ensuring the use of state
budget to purchase military procurements will
not affect the government’s expenditures in
either social or non-military sectors. For this
reason, supervisory mission that enforces ac-
countability and transparency principles held by
the parliament is deemed necessary to prevent
corruption, budget inefficiency and mismanage-
ment over the public funds from taking place.
In general, DPR must be granted with access to
all documents regarding the allocation of
defence budget. It is necessary to set up a special
commission and/or sub-commission on defence
authorized with access to all documents on
defence budget, including documents over the
use of military action.

Within the Indonesian context,
budgetary process in defence sector is ruled in
Ministerial Decree (SKEP) No. 1698/M/X/
2002 on Program Structure and National
Defence Budget. Based on the Decree, budget-

ary process involved parties who will act as a
person-in-charge/project leader, controller,
supervisor, and operator over the program, as
well as the allocation of budget channelled to
all organization units involved in the budgeting
process. The organizations are: (a) defence sub-
sector level, including Minister of Defence as
person-in-charge, Director General of Defence
System Planning as controller, and Head of
Operating Division (Kabalak) at the office of
Ministry of Defence as supervisor; and (b)
organizational level, including:
= Organization Unit (UO) at the office of
Ministry of Defene (MoD) [Secretary
General of MoD as person-in-charge
who heads the Program implementation
(Kapro); Head of Planning Division
(Kabagren Roolta) at the office of Secre-
tariat General of MoD as controller
(Dalpro); and Director General/Head
of Operating Division at the MoD as
supervisor (Waspro)|;
= UO TNI Headquarters [TNI Com-
mander in Chief as person-in-charge
(Kapro); TNI General Planning
Assistant (Asrenum) as controller
(Dalpro); and Assistant/Head of
Operating Division of TNI is supervisor
(Wasprol;
= UO Headquarters of TNI services
[Chiefs of Staff of TNI services is
person-in-charge (Kapro); Planning
Assistant (Asrena) of each TNI service
is controller (Dalpro); and Assistant/
Head of Operating Division of each
TNI service is supervisor (Wasprol;
= TNI's Command Level (Kotama), con-
sisting of: (i) Ministry of Defence [Head
of Working Unit (Kasatker) as person-
in-chatge, Project Controller (Dalgiat/
yek) as controller, Secretary of Inspector
General/Director General as Project
Supervisor (Wasgiat/yek), and Head of
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Sub-Working Unit (Kasubsatker) as

operator; (if) TINI Headquarters level

(person-in-charge or Head of Project

(Kagiat/yek) is held by Head of General

Staff (Kasum) of TNI, controller or

Project Controller (Dalgiat/yek) is held

by Pasprogar Kasum of TNI, supervisor

or Project Supervisor (Wasgiat/yek) is

TNI Assistant/Head of Operating

Division, and operator or Head of

Project Operator (Kalakgiat/yek); and

(iii) Headquarters of TNI services level

[Commander /Chief/Head of Kotama

acts as person-in-charge, Planning

Assistant of Kotama as controller,

Assistant/Director/Head of Operating

Division of Kotama acts as supervisof,

and Head of Working Unit as operator].

Furthermore, mechanism of program
and budget management in defence sector
consists of: (a) planning; (b) implementation,
including authorization, fund distribution,
financial reporting and liability, program and
budget shift, and specific provisions; (c)
controlling; and (d) supervising,

Implementation of the program is held
following authorization from Ministry of
Defence in form of SKOM (Ministerial Author-
ization Decree), which delegates the operational
matters to Director General of Defence System
Planning. The Decree is to be addressed to
Secretary General of Department of Defence,
TNI Commander, and all Chiefs of Staffs of
military forces. Single copy of the decree is also
addressed to Central Financial Bureau (Pusku)
of the Ministry of Defence.

Secretary General of the Ministry of
Defence then issues Implementing Author-
ization Decree (SKOP), served as program
implementation guidelines addressed to Head
of Working Unit at the office of the Ministry
of Defence. Similarly, TNI’s General Planning
Assistant, representing TNI Commander, issues

SKOP addressed to TNI’s Chief of General
Affairs (Kasum). All Chiefs of Staffs of three
military forces also issue separate SKOP
addressed to Commander/Chief/Head of
TNI’s Commands Level. Furthermore, based on
the issued-SKOP, TNI’s Chief of General
Affairs drafts a Program Authorization Directive
addressed to Head of Working Unit at the TNI
Headquarters. Finally, commanders in charge at
the TNI’s regional command level also issue
Program Implementation Directive for Head of
Working Units at the TINI’s regional command
level. The long-chain-of-mechanism in the
distribution of financial support s set to be com-
plicated as the process must go through Heads
of Central Financial Bureau to Financial Bureau
(Kapusku) of the TNI’s regional command level.
Controlling and supervision functions is carried
in accordance to planning documents, Author-
ization Decrees (SKO), reports, and evaluation
with various methods, such as observation, staff
visits, corrective measures, and to conduct
management and operational audits.

Lack of authority of the Minister of
Defence can be major obstacle in the implemen-
tation of such mechanism, upon learning that
the Minister will have to delegate the authority
to the Ministry’s Head of Central Financial
Bureau. Long-chain-of-bureaucracy, which is
equal to the length of chain-of-command, has
become another obstacle, so does the overlap
authorities between Minister of Defence and
TNI Commander. Such obstacles have brought
about delay in the procurement process and may
open wide to corruption practices.

Deviations in Defence
Budget Management

Deviations in the use of state budget inside the
TNI institutions could be determined through
audit findings concluded by Supreme Audit
Agency (BPK). Based on BPK audit reports
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from 2000 to 2004, there are several crucial
points that must be underlined.

First, the audit reports do not reflect a
comprehensive audit into the TNI institution,
considering that BPK adopts random mecha-
nism.

Second, the audit reports considered as a
tool of control mechanism of state budget,
which plays its roles in post budget spending.
By this means, BPK carries different roles com-
pared to other tools of control mechanism, that
are (1) The parliament, which carries role on
budget control by the time the defence budget
was proposed; and (i) Inspectorate General at
the Ministry of Defence, which carries budget
control by the time the policy on defence budget
is being implemented.

Third, looking into scope of deviation
level, there are, at least, four levels of deviations,
they are: (1) policy level; (2) planning level; (3)
accounting and reporting level; and (4) super-
visory level. Detail of four levels of deviations
described in Table 6 below.

Table 6. Level of
Defence Budget Deviation

DEVIATION
LEVEL DETAILS OF DEVIATION
To conduct activities, which are
not part of its main functions and
Poticy Level duties, implementation of certain

activities without operational
directive, and budget
authorization in post-activities.

Differences between planning

Flatning Level and itnplementation activities

Unorganised in financial

PR A accounting and budget

Feporting Lewvel

distribution
Supervision Supervisory mission which
Lewel is not optimal.

An example of defence budget devia-
tions is seen in 2004 BPK Audit Reports on
SOPS TNI, SLOG TNI, BABEK TNI, and
other related TNI institutions in Jakarta, Den-
pasar, Kupang, and Atambua (see Table 7).

Table 7. Defence Budget Deviations
implicate SOPS TNI, SLOG TNI, BABEK
TNI, and other military related institutions in
Jakarta, Denpasar, Kupang, dan Atambua

DEVIATION DETAILS OF CASE
LEVEL DEVIATION
* SOPS TNIand SLOG
To condut THMI carried out pre-
activities those are duty training.
not part of its tain . Ar‘my Puspom held
functions and building construction
duties. activities
In 2005 and 2004, regional
: military cotrmands
1o con.dul:t rputme car‘r‘ie?out VVIF Security
opsratiorptotin d Counter-Intellizent
the izsuance of e ; : g
oo operations without budget
Authorization and ﬁn.a.nclial
Decree (SKOF) authorization from TII
Folicy Lewvel Cotrunander and TN
Central Financial Bureau.
+ Military Emergency [ 4
Minister Authorization
Had just issue Drecrees (SFOM), 34
budget Primary Authorization
authorization after Decrees (SKOIN), and
carried out Military 107 Implementmg
Emergencyand Authorization Decrees
Civil Emergency (SI_'CQP)'
operations in Aceh. * Military Emergency II
18KOM and 74 SKOF.
* Civil Emergency 1
SEOM and & SEOP.
Eelated issued of
budget and financial | Logistic procurement for
authorization to safety operation of
support Military precarious area in Aceh
Emergencyand was married out afterthe
Civil Emergency operation has ended.
Planning operations.
Lewel
Eelated deployment | As of 28 Novernber 2004,
of reinforcement TMI personnel from
troops despite a Yonif 473 /FSY have et
seties of course to be depatted to Aceh
provided for the despite 87-day of pre-
soldiers dutytraining.
The financial liability of
THMI's Territorial
) Operation (Giat Opster)
Aocoiriting Unorganized in in Regional Military
and Repotting | finandaland Command (Kadam)
Level budget reporting I¥/Udayana has yet been
completed in accordance
to existing regulation.
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Supervision and
control towards the
TNI operation and

* Logistic/material

procurement does not
follow the procedure of
goods and service
department.

¢ Detachment

Headquarters has
procured 12 official
vehicle, but only 5 of
which were used to
support military
operation and training
activities

¢ The operation scale

Table 8. Category of Violation
against the Existing Regulation

as impacts of Defence Budget Deviations

REGULA-

index is above definite
scale, including index
ratio of Kopassus pre-
duty training; rati index
of pre-duty training at
Kodam Jaya; in-flight
meal index of air
transportation at Air
Force Operational
Command (Koopsau) I;
and ratio index of VVIP
security operation.

e Irregularity in the
procurement of medical
and construction tools at
Kodam IX/Udayana.

training activities,
as well as logistic
procurement for
the TNI's operation
remain ineffective.

Internal
Supervision
Level

Channelling of
budget for the
TNI's operation
activity exceeds the
real needs.

Financial distribution for
VVIP security operation
and NTT-RDTL limited
security operation
exceeded its real needs.

Four, from a view of legal aspect, audit
reports of BPK do not use specific terminology,
such as violation or deviation. The Agency may
use certain terminology, such as, “not in accor-
dance” with the existing regulations. In terms
of it, there are about seven regulations that are
“considered for not in accordance” or have been

violated as impacts of defence budget deviations
(see Table 8).

TION DESCRIP- SUBTANCE OF DEVIATION
CATEGORY TION REGULATION CASE
BAP/the part-
ner considers
acceptance of
working results
from BAPP HP
Article 3 rules that as basis ?f
Senior Officer who payment,
signs and/or Nevertheless,
authorizes the Z}c;i;iectlt:rre das
document in relation to formality that
letter of evidence does nof reflect
justifying the the real
Law disbursement of state o
No.1/2004 | budget Cczrfﬁmm
. . irmation
on State (APBN)/regional
. and other
Treasury budget (APBD), is SupDOrtin
responsible to material pporting
- evidence from
legitimacy and other Sintel
consequences that may Kolinlamil
rise following of the chows that shi
use of the letter. . P
reparation has
not completed
yet, or miss the
deadline agreed
in the working
contract.
Article 23 lines (1)
point Cand (2)
Law stipulates that any
income received on
Law No. behalf of any name
20/1997 on .
Non-Tax and form, which is
State paid by government
. institution, taxpayer, .
E;:/]f ;‘f domestic firm, ;d penal{)t;ndue
operator, firmed :
7/1983 on . to a delay in
Tax enterprises or paying tax in
Income representatives of accordance with
(Both foreign company, to Artide 23 on
Laws have domestic tax payers or reparation/ aircr
beer firmed enterprises, that aﬂpar intenance
hanged are subjet to 15% tax that have not
X from net income or .
into Law . been paid to
compensation earned
No. R state reach
17/2000 on from techmctal, about
Tax ?;il;frguec’;.‘zﬂ ’ RpA499.114.119,1
aqztcﬂocrﬁilook consultancy, and other o
into effect services which have
since been subject of tax as
Jan stipulated in Article 21
ZOOOu?ry line (2). The amount of

net income and other
services as stipulated
inline (1) point C will
be regulated by a
Decree issued by the
office of Tax
Directorate General.
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President
Decree

(Keppres)

The Decree regulates Inthe The Joint Decree )
the ocurermntegulof of | procurement of regulates technical Thereis
pr . :deli inefficiency in
Government computer units, guidelines on t?e e
oods/service; Articl there s alleged procurement of
§ml es/that ce e merkupin goods/service at promrigmt of
. vernment some office
Decree No. goods/ service defencg iﬁtution Chapter I, requjr.errgnts
80/2003 | Procurement must expenditures . Examination
/ follow the principles of | that reach Joint point 6 rules that the into th
officie Rp.284.950.000, Decree user of goods/services | to the case
effectimy, 0 ;)r 26 35% 4 between must have: sh9ws that the
conqoehv'tiven,ess from the,z total Minister of | @ Selfcalculation price | PHc® of goods
transperercy, nor amount in the Finance (HPS), whichis. aprogcﬁeﬁ;; ®
disa’iminaﬁx;e and contract worth Joint and Head based on expertise C(%Irl ot
liabili i Ri-1.399.600.000 Decree of National suggestions; includin
ability. 0% R Developm | b. Basic price (inclu S
e ent calculation (HPD) is ;ompesaﬁon fge
. ; or er an
The Decree regulates Planning SEtdby a cornrmttez 21.513’21;:;) is
the procurement of Agency and been arrange .
more expensive
goods/services in (Bappenas) by the user of od t
Government Printing and gOOdjs/ services; fg:;g: ricz
Institution; Article7 | distribution of a c HPSisusedasatool | o7 POCE
rules that the main Working to assess rationality Lhe eged
dutv of head of Group's book is level of offered irregularity has
Decree N u.ty o i price, including its caused Rp
e NO- | office/working unit/ | DOtin 4 detail price 95.763.720, 00 to
18/2000 officials appinted to accordance with 4 HPSi idered state losses.
. the existing . is considere
deal with . regulation. as reference to
goods/ services evaluate the offered
procure may rice.
decide and authorize P
self-calculation price The D regulates
(HPS). the Implementation of
State Budget in
The Decree regulates Ministry of Defence
the implementation of and TNL
State Budget (APBN) a. Article 4 point b
a. Article 57 line (1) rules that -
rules that head of Orgamzai.:lon
office/working Unit, Regional
facility / project Command Level
leader/project (Kotam), an.d
sector are Working Unit
responsible to make (Satker) are not
report on financial There is no allowed tospend | There is no
and funds under report over Minister of state budget for accountability
their supervisionto | Tevenue 'and Ministerial ngcigi\ro- a&ﬂ:jeélp;zpose& report over the
make aninventory, | distribution of Decree : - ) use of routine
and to provide Working 15/M/X1/ mentionedinthe | budget funds
Decree No report on financial Group's goods 2000 aPPTOVEd buf:lget. totaling Rp.
42/2000 managementand to | and book, b. Article 27 pointb | 2:310.82.293, 00.
make an inventory causing alleged :;es that
over office stuffs. irregularities of doever Slt%ns.
The report mustbe | Rp-143.450.000, lae?tt / orfau. donzes
submitted to their 00 in state erorevidence
- that can be used
superior. funds tolegalized the
obtain payment,
office/working has a P
facility/ pr(?ject responsibility to
leader/project ensure that the
sector and treasurer letter of evidence
of physical activity is valid.
must perform
discipline
administration.
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TNI Com-
mander
Decree

The Decree regulates
the organization
structure and
procedure inside TNI's
Logistics Staff (Slog),
including an article
that rules that TNI Slog
has a duty to carry out
staff functions in roles
of facility, service,
ratio, material,
construction, and
medic to support TNI
operations. TNI Slog
also has major

Working Unit
and Regional
Command
Level to
conduct
activities that

Decree No: functions, such as to are faile‘d to
09/vl/ formulate policies on enff)rce its
2002 traini d logisti major duties
aining and logistics and functions,
support; to arrange . . .
including pre-
and to prepare duty militar
guidelines and eercise y
program of logistics .
training in TNI's
institutions; to
formulate plan and
program of logistics
support for military
operation and training;
and to conduct
logistics supervision
and control.
The Guidelines
regulates main tasks of
TNI's operation
expenditures, which is
according to point 10:
- Form of financial
form and equipment
report must enlist
names of members/
personnel grouped
in the Operating
Unit without Financial report
individual of budget
signature. TNI spending of Rp
Operating commander/operati | 1.266.675.588,00
Guidelines on, however, at Spamau and
(Juklak) authorizes the list. Dispamsanau is
No. - Officials who not authorized
03/VIIl/ manage the by legal
2000 allocation of funds evidence in
inline with directive accordance to
letter is responsible existing
to make regulation.
accountability report
over the allocation
of budget and
expenditures, and to
submit the report to
his superior.
The Decree regulates While o
the organization Cotrild}tlf?tlr}g It;
. structure and activities inside
ﬁ;ﬁhonm procedure of TNI Dikma PAPK
Decree No. | academic institutions. .and' PSI_)P
493/BTS- The Decree rules that mstl/‘cut]ons,
162/MA/1 | TNIacademic activities ZNIdS Hgad of
X/2003 is held by TNI's Ca emic
Personnel Staff (Spers), | Military
which is subordinate to Headquarters
TNI's General Staffat | and TNI's Head
the office of the TNI's of P e1.rsor1nel
Chief of General Staff involved
Affairs (Kasum). m conflict-of-
interest case.

Disbursement
of operation
funds exceed
the real needs.
It is said that
This Telegram orders ;?)tb%om}?jeiésr Rp
the distribution of pre- (R/ 20 00% 00-
Telegram duty training activities R P25 L
; .10.000, 00),
No. amounting causing the
STR/299/ | Rp.13.000,00/day/pers | (2>"8 ¢
2004 onnel, plus Rp2000,00 | "TENE
in cash for rice to paym
supplement. Rp.152.100.000,0
0(1,521
personnel x 5
TNI Com- days x Rp.
mander 20.000,00/ perso
Telegram nnel/ day).
The Telegram orders
that ratio index of
Telegram routine operation
No. activity is Rp.13.000,00 | Similar to the
STR/74/2 | (including Rp2000,00 | above case
004 in cash for rice
supplement)
This Telegram orders
that ratio index of
Telegram roqtipg oPeration
No. activities is Similar to the
STR/01/2 Rp.11.7‘00,00/ personne |- p0ve case
003 1/day (including
Rp.1.700,00 in cash for
rice supplement)
Chapter III, Article 52,
point a rules that
members of the
Control Team must
have summary
qualification that is
usefull, which are:
* Examining and
studying all
documents in .
relation to the f['here 1s
procurement of meffedfn'leness
. Navy goods/services; supem51on/ tec
Chief of Chief of * Arranging schedule hrical
Staff Staff for inspection repre'sentat.lve
Decree of Decree No. purposes and function with
TNI . 1701/Vv11l/ reconfirming the total
services 2004 schedule to the Rp.152.250.000,0
supplier of 0.
goods/services
* Conducting physical
inspection during
the procurement
process of
goods/services. The
inspection
including;
- Inspecting
procurement
facilities;
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- Inspecting supplier’s
quality control
systemy;

- Inspecting the
quantity, quality,
laboratory test

Table 9. BPK Suggestions
in Audit Report towards
Army Regional Military Command I/
Bukit Barisan in 2004-2005

documentary, and No BPK SUGESSTION CASE
others activities in
relation to hardware BPK suggests Commander of | 7; 4, 1 /Bukit Barisan fails
and software Regional Military Command | | organize report over the
. (Pangdam) I/ Bukit Barisan .
materials; 1. to issue letter of warning spending of state budget
- Reporting project instructing Kazidam I/Bl:lkit aHHa(;zaatsd atx(;lcsiqusgratslat
development/ Barisan to report its self- tiviti 8
progress report to its managed activities. activities.
superior;
- Providing BPK suggests Pangdam
suggestion, advise, i(/Bt}(l;it B?rigarll '{’0 Bins'truct
: t t
and warning to reacf)lllchSL{rplllu; Ofiﬁzan ° There is a surplus in the
suppher_m_casel of payment of material payment of construction
any deviations in procurement from its material procurement for
production process partner. The amount of Rehabilitation Project of the
that will affect 2. | Llecollect funds reach Official Residence and
quality and quantity Rp.30.449.318,00, and to Cannon Warehouse. Total
of goods/service handover the funds to State amount of the funds reach
and/or implicate to Account as well as to make Rp.51.829.318,00.
the condition of financial report on budget
goods/service; surplus, which in total reach
- Creating report on Rp. 21.380.000,00.
production control. BPK i< Paned There i Lus of rati
Th t t t sugges S ang am ere 1s surplus o. ratio
beife?;lri;e ° 1/Bukit Barisan to order the budget (ULP) allocated to a
ds the 3. Head of Hospital (Rumkit) Hospital Tk.IT 01.05.01
‘Fowar s the . Tk.I1 01.05.01 located in located Medan. The surplus
implementation ‘0f Medan to make financial of budget spending reach
other related polices. report of the budget surplus. | Rp.92.792.600,00.
iy e R L
; 5 O tion Staff (Sopsd
Fljrfb, from the petspective of law en- Chief of Operation Assistant ofp;;z;zll/;u]fitogjri:;?
. . . . (Asops) to make . o
forcement, sanction imposed against any devi- 4| accountability report over | ¢ Pudget aimed as finan
. the surplus of budget and to 'CmZgOO; uc/ils;lon S ai v ITS
ations of defence budget purposes does not handover the budget surplus | [ 2004 and the total surplus
. . to State Account. of the budget spending
followed with court mechanism. It could be that reach Rp. 299.600.000,00.
BPK does not consider itself as legal enforcer. BPK suggests Pangdam Tosre is the aflocation of Rp
. .. I/Bukit Barisan to order RN .
Maleum peﬂalty Offered by BPI< 1S 1n form Asops and Kabekangdam finance Ceremonlﬂ event,
5. Kasdam I/Bukit Barisan to Dansat and Guarding the
of technical advice. For example, the Table 9 make report on budget Ship. Report over the
. . .o . management. spenc}mg of this budget
below describes BPK’s finding in its audit report remains unclear.
of Bukit Barisan Military Command (Kodam) I BPK suggests Pangdam | There is unorganized
. I/Bukit Barisan to order financial report of Dalwaslat
mn 2004 and 2005 6. Asops Kasdam I/Bukit activity in Sopsdam I/ Bukit
Barisan to provide financial Barisan totaling
report. Rp.33.750.000,00.
BPK suggests Pangdam Tllrlleretlsds?rplus of lt)udget
I/Bukit Barisan to instruct aflocated 1o support
7. Asops Kasdam I/ Bukit Sopsdam I/Bukit Barisan
Barisan to make report over Lansat activities in 2004,
the budeet sur lusp which is in total reach
& plus. Rp.180.494.000,00.

Sixth, scope of assessment of BPK’s
audit finding has a narrow limit or even worse;
it cannot consider as reference in analyzing po-
tential deviations in arms procurement projects.
There are no audit reports to confirm whether
arms procurements, which are held using export
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credit and other mechanism, have been carried
out inline with existing regulations. Mostly of
BPK’s findings documents are focused on
budget deviations that might take place in the
procurement of non-weapons components.
BPK reports have only given implication in a
follow-up assessment over budget spending
whose amount relatively less significant — within
the range of hundreds of millions to one billion
rupiahs — given that weapons procurement
involves a huge amount of funds, and gives
greater implication to state budget policy in the
future.

Analyses over the deviations of defence
budget purposes identified with several hypo-
theses as to why such things had happened.

First, deviations in the defence budget
management are related with the lack of
parliamentary (DPR) role of control. In terms
of it, DPR has been accused for enforcing its
role merely during the budget planning process
— if no to say that it has failed to continue
controlling the spending of the budget. Actually,
DPR has a mechanism to control budget
spending management, but it seems to have
found difficulties to exercise it blaming the
limitation of authorities.

The first factor is misperception concern-
ing terminologies of transparency and secrecy
in the defence sector. It is still debatable at the
office of the Ministry of Defence regarding the
terminologies. Executives at the office of
Ministry of Defence argue that presidential
system does not recognize greater authority
given to the parliament to monitor budget
spending management. This argument comes
up following concern whether the transparency
of defence budget will endanger the secrecy
means in defence sector. With the raising spirit
of information freedom, it seems to be impos-
sible for the Ministry to lock the drawer of
flowing information. Therefore, the argument
concerning defence secrecy is unacceptable.

Military secrecy is usually talking about codes,
and operational strategy and tactics. Should the
Ministry of Defence insists to maintain secrecy
principle in defence sector, there must be a clear
legislation that determines as to whether certain
condition or specific situation are considered to
be state secrecy.

The second factor is political obstacles.
There are possibilities on why DPR fails to exer-
cise their role of control effectively. First, current
Indonesian political system is still dominated by
the interests of political parties and, in the
parliament, by the parties’ factions. In some
cases, public have seen that outspoken lawmakers
will have to step aside due to political pressure,
especially when they come to criticism towards
defence budget policies and the procurement
of military goods/services. Such political
circumstances have happened because the
outspoken lawmakers are representing major
parties whose cadres also sit in the Cabinet,
which eventually creates conflict of interests
among the legislators in carrying out their role
to control the budget spending in defence sector.
Lack of political will among the lawmaker,
especially those serve at the Commission 1, is
another possibility. Actually, the lawmakers have
no argument by saying that they are not
authorized with right to control the spending
of defence budget because they can enforce
DPR’s Internal Regulation to conduct budget
control. Nevertheless, political attitude among
the lawmakers make them believe that they are
not independent variable. Instead, they are just
dependent variable amidst political bargaining
inside the parliament.

The third factor 1s lack of capacity to
understand crucial issues in defence sector. Lack
of capacity to get well understanding over the
defence issues is not merely determined with
few number of expertise; worse, inability of the
persons in charge as the expertise so does the
lawmakers themselves has made them found
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difficulties to understand the complexity of the
issues of technical-operational and budget
management in the defence sector. To this part,
the government is one-step ahead as it is granted
with capacity to understand issues of technical-
operation as well as greater and access to infor-
mation in relation to certain aspects on defence
policy. There is no equal access towards such
information because the legislators will only
obtain one-sided information provided by the
government. Furthermore, parliament members
have a wide-ranging duty, which is not merely
focusing on its role to control the defence
spending, but also to formulate various legisla-
tions. Hectic day in dealing with political affairs
has left less of time for the legislators to follow
up audit findings on defence budget deviations
submitted by BPK.

The fourth factor is difficulties to access
off-budget policy. Indonesian Military earns the
off-budget resources from its business activities.
There is a clause demands the military to make
notes of accountability to the parliament, but it
is rarely happened — if not to say never. It is
believed that the Military also enjoys the off-
budget resources from various financial posts
provided by several ministries.

First, bureaucratic system in Indonesia.
The deviations of budget spending that im-
plicate military institution are considered as a
reflection of general condition in the country.
Itis such a common knowledge that bureaucratic
system in Indonesia is far from being ideal,
compared to legal- and reasonable-type of
bureaucracy introduced by Weberian system.
Bureaucracy in Indonesia adopts patrimonial-
type principle, which considers the state as
financial resources, instead of becoming a place
that provides public services. The deviations of
defence budget purposes as described in Table
1.3 shows that military bureaucracy in Indonesia
is far from the ideal Weberian-type system.

Second, characteristic of military
bureaucracy in Indonesia. Indonesian Military
(INI) is characterized by its specific tasks in
terms of massive and rapid deployment of
troops in a state-of-emergency condition. Such
characteristic has, somehow, given endorsement
to the military to short-cut regulation on defence
spending. Table 1.1 above shows that there are
several assignments held without authorization
on defence budget allocation. Some other cases
show that the assighments have been held prior
to the authorization of defence budget allo-
cation. Its rigid hierarchy, making the institution
find difficulties to appoint the right people at
right place in terms of defence budget
management, also characterizes military.

Third, lack of legal enforcement. Table
1.4 describes two main problems that bring legal
enforcement to a standstill. Firsz, BPK audit
findings that show deviations of defence budget
allocation does not followed up with legal
enforcement. For worse, such audit findings do
not considered as legal evidence over the
violation of existing regulations, to some extent
has enable all parties to pursue out-of-court
settlement through the enforcement of internal
affairs mechanism. Efforts to curb deviations
on budget spending are facing though challenges
following lack of legal sanction imposed to
military personnel believed to have been failed
to be consistent with existing regulations. Such
situation is only fertilizing moral hazard among
soldiers. Second, considering that BPK is not part
of legal enforcers, its audit findings have any
means merely during consultative hearing at the
DPR. Should such situation mention above
continued, DPR will only see its controlling role
weaken. For worse, deviations over defence
budget purposes will be repeated through the
years.

Fourth, regulation on technical-opera-
tional in the defence budget spending at the
institutional level. There is an assumption saying
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that deviations of defence budget spending have
occurred because authority to formulate
technical regulation and to exercise such regula-
tion lies on the single hand: the military institu-
tion, leaving the Ministry of Defence with less
of influence. Such condition gives implication
to the DPR while carrying its controlling role
due to mechanism that is more complicated.

Policy Recommendations
on Defence Budget
Management

Problems concerning issues on defence budget
have given suggestion to the government to
modify method on defence budget man-
agement. There are four recommended methods
that can be followed: the formulation of
expenditures classification and codification),
analyses over the deviations of defence budget
purposes, evaluation over the efficiency in
defence budget spending, and development of
integrative defence strategic plan (RENSTRA).

The first method is to modify the
allocation of budget for defence sector through
the formulation of defence strategic plan
(RENSTRA). The modification of defence
budget will determine onto how to develop
national defence posture, acquisition of required
weaponty system, and the amount of budget.**
Strategic planning of defence sector will become
ultimate product resulted in a series of strategic
defence review programs, which is currently
introduced by the Ministry of Defence. Review
over defence sector may ensure that the armed
forces will be able to conduct military operations
effectively.

Strategic defence review consists of
three stages.” Substantive defence review, which is
aimed at determining the connection between
national defence strategy and the dynamic of
environmental strategy of certain country.
Defence Strategic Review analyses the devel-

opment of political environment within certain
country and of security condition in regional
and international levels, as well as anticipation
towards raising demand on the development of
new defence capacity to overcome the problems.
The second stage is to review the structural de-
fence, which is supposedly held following the
formulation of military’s main tasks. At this
point, Ministry of Defence holds comprehen-
sive reviews to determine as to whether the
current defence force posture enable the military
to carry out their tasks. In the third stage, review
over operational defence is held. Main purpose
of the review is to ensure that there will be
synchronisation towards developed defence
posture, adopted military technology and
warfare achievements. Such synchronisation is
determined in the number of develop military
units can be deployed elsewhere to conduct
military operations.

The second method is to hold classi-
fication and codification over defence spending
in a bid to determine as to whether the defence
expenditures during a certain fiscal year have
been allocated propetly from the State Budget.*
Classification and codification of defence
spending is expected to overcome two main
problems. First, to scrap the off-budget financial
resources, including revenue earned from
militaty business activities. Second, to integrate
accountability reports within a certain fiscal year
over the use of the state budget for defence
sector. Integration of the budget reports will as
to whether the allocations of the state budget
have been used properly. For example, in a bid
to promote integration reports of defence
spending, the government is responsible to
record the whole process over procurement of
defence equipment using foreign export facilities
which is classified as defence expenditures. The
government is also responsible to make
integrated reports over the use of additional
budget spending (ABT) for military operation.
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The third method is to analyse budget
deviations. This method is used to clarify the
actual defence spending within a certain fiscal
year, so that the range of amounts of the
proposed budget, the approved budget, and the
actual defence expenditures can be measured.”’
This method is aimed at answering problems
on the shifting of defence budget from non-
defence spending to defence spending, as well
as the impacts of that shifting budget to social
sectors, including people’s welfare, education and
health. Analyses of budget deviations is expected
to divine connected points of a linear curve
adopted in the butter-versus-gun principle as
defence economic principle that has been
dominated academic discussion from the era of
Father of Economy, Adam Smith.

Budget deviation analyses have become
basis to evaluate efficiency in the use of budget,
which is determined by the achievement of
performance plan. Indicator of success will be
determined in the calculation of Measurement
Activity Performance (PKK), which is elabo-
rated on paper of Accountability Report of
Government Institutions’ Performance
(LAKIP). Performance plan is a process to
arrange performance plan as interpretation of
objectives and programs that have been designed
in a strategic plan. Operators to carry out the
plan are government institutions through their
annual activities. In the performance plan, there
is an annual working plan, which is considered
as performance indicator to determine working
plans in simultaneously with arrangement agenda
and budget policy. Thus, it is such a commitment
set by government institutions within a certain
time-of-scale. Performance Working Document
tells information about the ultimate goals that
expected to be achieved within the same period
to that of the targets of performance indicator,
achievement plan, program, activities and
performance indicator group and its achieve-
ment plan.

The fourth method is evaluation to-
wards the efficiency of defence budget spending
that is aimed at ensuring synchronisation among
developed defence posture, adopted technology
of military, and battlefield performance.*® This
synchronization is determined by as to whether
developed combat units can be effectively
despatched to military operation areas. There
are two main factor that determine the
achievement of such synchronisation project:
(i) the development of new combat methods;
and (ii) the ability to adopt technology and arms
developmentin combat platform. The combina-
tion of two factors is widely known as battlefield
performance, which is measured based on the
capacity of armed forces to conduct: (a) rapid
troop’s deployment in wide-ranging areas and
spectrum of conflict; (b) continuing combat
manoeuvre with sufficient combat supports and
facilities; (c) effective tactical warfare deploy-
ment; and (d) flexible battlefield adaptation.

Those four methods above are applied,
in particular, to overcome limitations of state
capacity to fulfil defence requirements. There
are three major perspectives to comprehend the
solution towards such difficulty.

First perspective is entitled as “filling
the gap.” This strategy definitely depends on
state’s macro economic performance; if it grows
significantly, thus this strategy will be a feasible
choice. Nonetheless, it should be undetlined
here that the strategy of feeling the gap is not
under jurisdiction of Parliamentary Committee
I, Ministry of Defence, and TNI institution.

Second perspective is called as “noth-
ing to do with the gap.” This strategy, in essence,
is the most pessimistic strategy because it puts
defence budget planning and its spending under
status-quo condition without any improvement.
In other words, defence budget is carried out
without any relation with defence policy. Such
strategy certainly reflects the ineffective
parliamentary control on defence budget and
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preserves inertia character of institutional
bureaucracy of defence sector.

Third perspective is labelled as “nar-
rowing the gap.” This strategy is intended to
improve the practice of defence budget
spending based on state financial capacity. The
strategy of narrowing the gap seems to be the
most realistic choice since it focuses to establish
the efficiency of the whole defence expen-
ditures. This strategy could be presumed as
preliminary strategy before the strategy of filling
the gap is put into practice. Therefore, all recom-
mended policy measure ought to be anchored
in this realistic perspective.

To implement the strategy of narrowing
the gap, deviations of defence budget spending
must be reduced as minimal as possible.
Concerning this compulsory requirement, there
are six recommendations to reinforce the
effectiveness and efficiency of upcoming state
budget on defence sector.

First, strengthening the institutional

capacity of Indonesian parliament (DPR),
particularly Committee 1. Strengthening the in-
stitutional capacity does not merely endorse the
political will of parliament members to exercise
their political authority zis-a-vis their executive
counter-part, but also reinforce the capacity of
parliamentary staffers. Both members of
parliament and their staffers could attain data
and information concerning arms from wide-
ranging resources. Consultation with universities,
research institutes, researchers, and civil society
organization that concern defence sector, in fact,
could be carried out efficiently. The other
feasible means is by searching information in
international publications on defence sector, for
example, Janes, Asia Pacific Defence Reporter, Military
Balance, Strategic Survey, and so on to acquire
description concerning the performance of
weapons system and the dynamic of strategic
regional environment. Those publications are
certainly available and accessible for public.

Moreover, information on the price of weapon
systems is attainable from arms exhibitions.
Although the price shown in the exhibition does
not reflect the total amount of arms transaction,
which involved many institutions and actors,
nevertheless the price information can provide
a comparison and critical point, as well as ma-
terial to discuss the item price of defence pro-
curement, which proposed by government to
parliament. This method seems more effective
and efficient than the expensive comparison
study to several countries.

Second, launching military bureaucracy
reform as an integral part of policy package of
thorough bureaucracy reform in Indonesia. This
reform is focused on the effort to transform
patrimonial-type of Indonesian bureaucracy into
legal and rational-type bureaucracy. The increase
of welfare standard of state officials is certainly
one component that should be part of
bureaucracy reform policy package.

Third, creating more flexible financial

regulation for TNI, in particular related to
tasking in perilous area and emergency tasking.
Such particular measure is not intended to pro-
vide profitable means for TNI, but because of
the nature of military institution is not absolutely
same with other state institutions. This particular
measure has purpose to avoid the occurrence
of military tasking without supported by
financial authorization.

Fourth, creating regulation to support the
effort of strengthening institutional capacity of
BPK to audit the entire units of Ministry of
Defence and TNI on their defence budget
expenditures. This is a compulsory requirement,
so that the annual audit report of BPK will be
more comprehensive encompassing wide-
ranging defence expenditures, particularly arms
acquisition.

LEifth, creating regulation to impose sanc-
tion towards BPK’s audit findings that consulted
to parliament. This policy is crucial for two
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reasons, which are: (i) to stimulate effective
punishment, and (ii) to avoid the persistence of
moral hazards.

Sixth, creating regulation to replace tech-

nical-operational regulation of defence budget
spending from TNI institution to Ministry of
Defence. The purpose of this policy is to
shorten the span of control of defence budget
spending and as an instrument to endorse TNI
to be more focus on its professional duties. Such
policy is also intended to release TINI from the
obligation to report the liability of financial
spending by transferring such work to Ministry
of Defence.

-PROPATRIA 2007-

This research is accomplished by Working Group
of ProPatria Institute, consist of three researchers:
Andi Widjajanto, Edy Prasetyono, and Makmur
Keliat, with two assistant researchers: Iis
Gindarsah and Jessica Evangeline.
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