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4. An introduction to forest use and regulations in 
Indonesia 

While acknowledging that forest issues in Indonesia are highly complex and that it 
would take a library full of PhD dissertations to cover them, this chapter provides 
an overview of some of the main issues related to forest use and forest regulation 
in Indonesia, based on existing literature. It is meant to provide the context for the 
following chapters on the damar case in Sumatra. The focus of the chapter is on 
Indonesia as a whole, but at times I use examples from Sumatra in particular.  

4.1  Introduction 

Indonesia is an archipelago of 17,508 islands, of which 6,000 are inhabited by a 
total of approximately 235,000,000 people in 2007 (Factbook, 2008). There are 
large variations in population density and land use between the islands. Java and 
Bali, which are home to about 60% of the entire population, are characterised by 
high population densities while the other islands – often referred to as the ‘outer 
islands’ – have low population densities (Table 4.1). Despite a high rate of 
urbanisation, most people in Indonesia still live in rural areas. The outer islands, in 
particular, are predominantly rural (World Bank, 2007a).  
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Table 4.1. Percentage and population density by province in 2006 

Province Percentage to total population Population density (km2) 

Java 58.51 1,019 
Bali 1.54 609 
Nusa Tenggara Barat 1.92 211 
Nusa Tenggara Timur 1.96 92 
Sumatra 21.10 98 
Kalimantan 5.55 21 
Sulawesi 7.23 84 
Maluku and Papua 2.18 11 
Indonesia 100 118 
Source: BPS. 2008. Perkembangan Beberapa Indikator Utama Social-Ekonomi Indonesia. Maret 
2008. Badan Pusat Statistik, Jakarta. 

 

Indonesia has the third largest tropical forest area in the world, after Brazil and the 
Democratic Republic of Congo. Forest types in Indonesia include evergreen 
lowland dipterocarp forests in Sumatra and Kalimantan and nondipterocarp 
lowland forests and alpine areas in Papua. Furthermore, Indonesia has the largest 
area with mangrove forests in the world (FWI/GFW, 2002).  

Figure 4.1 shows the forest cover in 2001 according to Hansen et al. (2003). 
Measuring forest cover based on satellite images is complicated, because of cloud 
cover and because it is difficult to distinguish between the various forms of land 
cover. Estimates of the forest cover of Indonesia tend to vary due to different 
measurement methods and different forest definitions. According to an analysis by 
Holmes (2002) Indonesia had a natural forest cover (i.e., excluding agroforests and 
tree plantations) of 96 million ha in 1997. According to data presented by the 
World Bank (2007a), the total forested area in 2000 was 104.3 million ha, but this 
figure seems to include tree plantations. FAO (2006) reports a forest area 
(following the FAO forest definition) of 88 million ha in 2005.  
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Figure 4.1. Forest cover in Indonesia (2001)  

Note: NTB = Nusa Tenggara Barat. NTT = Nusa Tenggara Timur. 
Source: Adapted from Hansen et al., 2003. 
 

Indonesia’s forests are home to an enormous variety of flora and fauna. On 1.3% 
of the Earth’s land surface Indonesia harbours 10% of the world’s plant species, 
12% of mammals, 16% of reptiles and amphibians, and 17% of birds (IUCN, 2004, 
cited in ITTO, 2006). At the same time, Indonesia is one of the countries with 
most threatened mammals and birds and the rate of forest loss is among the 
highest in the world (World Bank, 2005; FWI/GFW, 2002). International 
conservation agencies therefore regard Indonesia as a priority country (Rhee et al., 
2004).  

Indonesia has 379 terrestrial Protected Areas (PAs), but many of these are 
degraded. The majority of the currently existing protected areas have been 
established in the 1980s. Recently, the re-emergence of preservationist approaches 
– as described in Chapter 1 – has been reflected in a growing number of areas that 
are coming under direct management of international conservation NGOs, for 
example as quasi-private wildlife sanctuaries and strict-nature reserves (Rhee et al., 
2004). 
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4.1.1  The socio-economic value of forest resources 

Forest resources contribute to livelihoods in direct and indirect ways. Indirect 
contributions include the regulation of water supply and watershed protection, as 
well as aesthetic and spiritual ‘services’. Direct contributions from forest resources 
can be grouped into two main categories: (i) the contributions to cash incomes in 
the industrial forestry sector (including employment); and (ii) the contributions to 
the cash incomes and subsistence needs of smallholders.  

The Indonesian industrial forestry sector is one of the most important sectors in 
the national economy, representing 3 to 4% of the national gross domestic product 
in the last decade, which is 20 to 24% of the industrial sector (World Bank, 2007a). 
The export value of forest products was US$ 5.3 billion in 2002 (Table 4.2).  

Table 4.2. Industrial forestry exports 
 Export (US$ millions) 

 
Year 

Sawnwood Plywood Other processed 
wood 

Paper Total 
Share of 

industrial 
exports (%) 

Share of 
total 

exports (%) 

1985 307 825 53 21 1,206 28.4 6.5 
1990 110 2,726 491 156 3,483 29.3 13.6 
1997 380 3,411 1,512 939 6,241 17.8 11.7 
2000 331 1,989 1,241 2,291 5,852 13.9 9.4 
2002 371 1,748 1,132 2,097 5,349 13.8 9.4 
Source: World Bank, 2007a. 

 

Timber harvesting can generate large amounts of money, but this does not always 
benefit the poor because logging tends to be capital, technology and skill intensive 
(Angelsen and Wunder, 2003). Moreover, although the forestry sector is important 
for the national economy, it does not provide a major source of employment. In 
Indonesia about 400,000 people work in the formal forestry sector, i.e. in the 
pulpwood plantations, logging, pulp and paper industry, and sawnwood industry 
(World Bank, 2007a). The industrial forestry sector is largely dependent on natural 
forest, for which logging companies are given logging concession rights (Hak 
Pengusahaan Hutan - HPH). A smaller (but growing) portion of the formal forestry 
revenues come from industrial timber and pulp plantations (Hutan Tanaman Industri 
- HTI). These tend to be monocultures of fast-growing species, such as Mangium 
(Acacia mangium). The possibilities for local communities to enter into partnerships 
or make deals with large-scale companies may have increased in recent years – both 
as regards the extraction of timber from natural forest (see Palmer and Engel, 
2007) and plantation development (see Nawir et al., 2003).  
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In addition to the industrial forestry sector, many smallholders in Indonesia use 
forest resources for subsistence and cash income.1 Fuel wood is used for cooking, 
wood, bamboo and rattan are used for construction and furniture, leaves and 
branches are used as fodder, forest plants are used for medicines and a wide range 
of products (including latex and resins) are sold on the market. The fact that forest 
products are used for both subsistence and cash income and their collection may 
be seasonal means quantifying their contribution to livelihoods is difficult.2 
Moreover, the value of the insurance function of forests against shocks is difficult 
to measure (Warner, 2000). 

There is a strong link between poverty and dependence on non-timber forest 
products (NTFPs) and NTFPs generally are more important to low-income than to 
high-income people (Jodha, 1986; Falconer, 1992; Cavendish, 1997; Pimentel et al., 
1997; Neumann and Hirsch, 2000). In Indonesia, just like in other tropical 
countries, the gathering of NTFPs from natural forests is particularly important to 
disadvantaged and marginalised groups, namely landless, tribal people, and women, 
while these groups tend to have relatively little decision-making power and tenure 
security over resources (Colfer et al., 2001; McDougal, 2001). In contrast to timber, 
NTFPs tend to be more accessible to the poor, as their production generally does 
not require high levels of financial capital and they are often available in de facto 
open access areas (Angelsen and Wunder, 2003). Important NTFPs in Indonesia 
are cinnamon, copal, charcoal, seeds, resins, bamboo, eucalyptus oil and rattan. 
NTFP-related data is typically scarce and unreliable. Since much of the NTFP trade 
within Indonesia is informal, the value of domestic trade is hard to estimate. The 
World Bank (2006) made an effort to compile data from the Ministry of Forestry, 
the Indonesian Central Bureau of Statistics and the FAO and used it to estimate 
that exports of rattan, charcoal, seeds, and damar resin can reach US$ 50 million per 
year.  

Non-timber forest products are not necessarily extracted from natural forests. As 
mentioned in Chapter 1, NTFPs are produced in a wide range of production 
systems, from extraction in the wild, through some form of management, up to 

                                            
1 Estimates regarding the number of ‘forest-dependent people’ vary greatly because the definition of 
the term ‘forest-dependent people’ is ambiguous. Sometimes the term refers to groups of gatherers 
and hunters who rely almost entirely on forest resources, while on other occasions the term also 
includes farmers in frontier areas who may occasionally collect products from the neighboring forest, 
or even from trees grown on agricultural lands (Byron and Arnold, 1999). 
2 See Godoy et al. (2000) for an attempt to quantify the value of forest products to local people. See 
De Beer and McDermott (1989; 1996) for a study of the economic value (including subsistence and 
cash value) of non-timber forest products in Asia, at both the level of rural households and at national 
level.  
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agroforests and monoculture plantations. Agroforests are a particularly important 
category in Indonesia as they are a source of livelihood for an estimated 4 million 
people, which is significantly more than the number of people employed by the 
formal forestry sector (World Bank, 2007a). Michon and De Foresta (1995) 
estimated that Indonesian agroforests produce about 70% of the rubber produced 
in Indonesia, 80% of the damar resin and about 80 to 90% of the marketed fruits. 
Coffee growing under shade is an agroforest product too (cf. Gillison et al., 2004).  

4.1.2  Agroforestry 

In many parts of Indonesia it is easy to mistake man-made forest for natural forest, 
and the boundaries between the two are often unclear. All over the country farmers 
have developed tree-based land-use systems, such as the ‘jungle rubber’ agroforests 
of Sumatra and Kalimantan (e.g. Gouyon et al., 1993), West Kalimantan’s tembawang 
(e.g. De Jong, 2002) and the damar agroforests in Lampung (e.g. Michon et al., 
2000). I devote some attention to the general concept of agroforestry below, as it 
represents a promising form of NTFP production and is of particular relevance in 
the Indonesian context (Michon et al., 1997). 

Agroforestry can be defined as a “dynamic, ecologically-based, natural resource management 
system that, through the integration of trees on farms and in the landscape, diversifies and sustains 
production for increased social, economic and ecological benefits” (Leakey, 1996 cited in 
Swallow  et al.., 2006: 86). The social and economic benefits are related to: the soil 
and water conservation qualities of agroforestry systems, helping to prevent land 
degradation and maintaining long-term productivity; the diversity of products 
produced in agroforestry systems, helping to spread risk (e.g. related to price 
fluctuations and diseases); and the provision of products for subsistence use (e.g. 
fruits, vegetables, medicinal plants and fuel wood) in addition to the products that 
are sold in the market. The most important ecological benefits are related to 
watershed protection, climate change mitigation (through carbon sequestration), 
and biodiversity conservation (Garrity, 2004). 

Agroforestry can contribute to biodiversity conservation in three ways. First, 
agroforestry systems provide a habit for forest species. A significant number of 
these species may be ‘unplanned’ components of the system, and may contribute to 
the productivity and stability of the land-use system. Second, agroforestry can help 
to create a biodiversity friendly mosaic of agricultural and natural vegetation that 
allows for movements of forest species between patches of natural forest. Third, in 
some cases, adoption of agroforestry practices helps to reduce pressure on natural 
forest by providing timber and non-timber forest products that would otherwise be 
collected from natural forest. Moreover, the shift from swidden cultivation to 
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permanent agroforestry can in some cases lead to decreasing pressure on natural 
forest by increasing yields and labour requirements per unit of land (Schroth et al., 
2004b). However, higher profitability can also lead to agricultural expansion, 
resulting in increased forest conversion (Angelsen and Kaimowitz, 2004).  

A rough distinction can be made between simple and complex agroforestry 
systems. Simple agroforestry systems may involve a combination of annual and 
perennial crops with one, or a limited number of, tree crops, for example to 
provide shade. Complex agroforestry systems have a complex vegetation structure 
and an ecological functioning that is comparable to that of natural forest, including 
soil protection, regulation of water flows, and biodiversity conservation. There are 
two broad categories of complex agroforestry systems, i.e., tree-dominated 
homegardens and agroforests. Homegardens are small and intensively managed 
plots located near a farmer’s house. Agroforests are not located in household 
compounds, and, even though they are generally composed of numerous 
individually owned and managed plots, they appear to be a forest massif (De 
Foresta et al., 2000; see Wiersum, 2004 for a classification of agroforests). 
Agroforests can be developed on agricultural lands, but can also be established in 
small gaps or clearings in existing forest. The latter case can be regarded as a form 
of enrichment planting – gradually modifying the species composition. Some 
agroforests are permanent, i.e., they are maintained over time by inter-planting new 
trees on a regular basis (in Indonesian language this system is known as sisipan). 
There are also agroforest systems that are not maintained throughout time, but 
function as rotational systems (Van Noordwijk et al., 2003).  

The domestication of forest species in Indonesia has two origins. The first is 
related to the domestication of fruit and other useful trees for subsistence 
purposes, often resulting in home gardens. The second is related to the expansion 
of forest product trade. Trade in forest products increased dramatically during 
colonial times, stimulated by demand from European markets. Access to the 
European market did not only give rise to large-scale cultivation on Dutch-owned 
plantations, but also to smallholder cultivation of products like coffee, rubber, 
cinnamon, pepper, rattan, latexes and resins (Michon et al., 1997; Michon, 2005).  

Many parts of Indonesia have witnessed a transition from swidden cultivation 
practices to permanent cultivation of tree crops in agroforestry systems. In addition 
to the increasing demand for forest products referred to above, other 
developments that can be related to the shift from subsistence-oriented swidden 
cultivation to sedentary cultivation of cash tree-crops are a gradual incorporation 
into a cash economy, decreasing access to the wild resource, decreasing 
productivity of existing agricultural systems, consolidation of land ownership rights 
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and population growth (Wiersum, 1982; Potter, 2001; Henley, 2005b; Michon, 
2005).  

Sumatra is famous for its smallholder agroforestry systems which, for example, 
produce coffee, pepper and rubber (Michon et al., 1992). During the first part of 
the 20th century there was a gradual move away from swidden cultivation towards 
sedentary coffee, pepper and rubber-based agroforest systems in the Sumatran 
uplands, often in combination with irrigated rice in the lowlands. This shift was 
helped by the introduction of new varieties. The introduction of the Robusta 
coffee variety in around 1915 made coffee cultivation an attractive option for 
smallholders because Robusta was easier to manage and was less labour intensive 
than the Arabica variety that had been used up to then (Burgers, 2004). At around 
the same time, the rising price for rubber (related to increased demand from tire 
manufacturers) and the introduction of a new rubber variety from Latin America – 
Hevea brasiliensis – resulted in the expansion of rubber cultivation (Tengwall, 1945).  

4.1.3  Deforestation in Indonesia 

The FAO (2001) defines deforestation as the conversion of forest to another land 
use or the long-term reduction of the tree canopy cover below the minimum 10% 
threshold. Forest degradation is defined as changes within the forest which 
negatively affect the structure or function of the stand or site, and thereby lower 
the capacity to supply products and services (FAO, 2001).  

Deforestation in Indonesia is not a new phenomenon. Forest cover in Indonesia 
was about 90% of the land surface in 1500, and had decreased to 66% in 1941 
(Boomgaard, 1997). Before 1970 deforestation in Indonesia was driven mostly by 
population growth and agricultural expansion. However, the rate of deforestation 
was lower than the rate of population growth because of the relationship between 
population growth and investments in sustainable use and agricultural 
intensification (Henley and Osseweijer, 2005). On the island of Java, forest 
degradation was also caused by the extraction of teak (Tectona grandis).3 In the 17th 
century, the Dutch East India Company (Vereenigde Oost-Indische Compagnie or VOC) 
started exploiting teak forests on Java for shipbuilding and construction. Over the 
years exploitation intensified due to technological innovations (Boomgaard, 2005).  

Even though significant areas of natural forest disappeared or were degraded 
before 1970, deforestation in Indonesia has been increasing dramatically since the 

                                            
3 Teak (Tectona grandis L.F.) from India was introduced on the island of Java by Hindu monks in the 
14th century (Behaghel, 1999). 
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1970s – despite increased conservation attempts (Boomgaard, 2005; Fox, 2005). 
Based on remote sensing data, Holmes (2002) found that annual deforestation 
increased from 1 million ha in 1985 to 1.7 million ha in 1997. After 1997 annual 
deforestation seems to have increased even further (Holmes, 2002).  

Table 4.3 shows the loss of forest between 1990 and 2000 for the major island 
groups as published by the World Bank (2007a). Between 1990 and 2000, 20.9 
million ha of forest were lost. In the same period an area of 12.3 million ha of 
forest was gained due to re-growth and planting, though these are generally forests 
with much lower biodiversity. In 2000, Papua had the largest forest area. According 
to these figures there was a net increase in forest in Papua between 1990 and 2000. 
Recently, however, forest exploitation activities seem to have been moving to 
Papua (World Bank, 2006) and it is therefore likely that deforestation now exceeds 
regrowth. Forest losses have been highest on the western islands of Kalimantan 
and Sumatra. Figure 4.2 shows how the forest cover on Sumatra – the sixth largest 
island in the world with a land area of 473,607 km² – decreased between 1980 and 
1999. Several ambitious multimillion dollar projects to conserve natural forest have 
been set up, but have not been able to stop forest degradation (World Bank, 
2001b). 

Table 4.3. Forest cover change 1990-2000 by major island group (x 1,000,000 ha) 

Major island 
group 

Land 
area 

Forest 
cover 1990 

Forest loss 
1990-2000 

Forest gain 
1990-2000 

Forest 
cover 2000 

Net % 
change 

Sumatra 46.8 22.7 8.1 3.2 17.8 -27.3% 
Java Bali 13.7 2.6 1.1 1.0 2.5 -6.2% 
Kalimantan 53.0 36.1 7.0 2.6 31.5 -13.7% 
Sulawesi 17.4 10.8 1.2 1.1 10.7 -1.1% 
Papua 40.2 32.9 2.1 3.2 34.0 3.4% 
Indonesia 185.0 112.6 20.9 12.3 104.1 -8.2% 
Source: Adapted from World Bank, 2007a (based on unpublished analyses by Muliastra and 
Boccucci, 2005). 
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Figure 4.2. Deforestation on Sumatra 1980-1999 

 
Source: Map compiled by Ekadinata from the World Agroforestry Center, Bogor. The 1980 landcover 
map is from the World Conservation Monitoring Center (WCMC). The 1999 landcover map is from 
the Indonesian Ministry of Forestry. 
 

The data presented in Table 4.3 is based on an analysis conducted by Muliastra and 
Boccucci in 2005 and published by the World Bank in 2007. Muliastra and 
Boccucci compared forest cover between 1990 and 2000 by compiling remote 
sensing data from various sources. The advantage of their method is that the areas 
without data due to cloud cover are reduced. However, the World Bank report 
(2007a) does not specify the definition of forest cover and non-forest cover that 
were used by Muliastra and Boccucci. Clearly, the results of landcover analyses will 
differ greatly depending on the forest definition that is used. Moreover, landcover 
analyses that only distinguish between forest and non-forest categories do not 
provide information on the various types of forest cover. Hadi and Van Noordwijk 
(2005) emphasise the need for more subtle analyses of forest cover which recognise 
the many gradations between forest and non-forest. In addition to the distinction 
that can be drawn between primary and logged-over forest, it is also necessary to 
distinguish between mixed anthropogenic forest (agroforests) and industrial tree 
plantations, namely pulpwood plantations (Mangium – Acacia mangium) and oil 
palm plantations. More detailed analyses of forest cover are currently being carried 
out by the Indonesian Ministry of Forestry, but no results are available as yet. 

19991980 19991980 19991980 19991980 19991980 19991980 19991980 19991980 19991980 19991980
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4.1.4  Causes of deforestation 

It is difficult to measure the effects of different actors who contribute to 
deforestation, not least because their actions are related to each other (Box 4.1). 
According to both FWI/GFW (2002) and the World Bank (2007a), the industrial 
impact on the Indonesian forest during the last decades has been greater than the 
effects of small-scale farmers. Below I address the main causes of deforestation in 
Indonesia – small-scale conversion, industrial extraction, conversion to oil palm 
and forest fires – and how they relate to each other. 
 

 

Box 4.1. The process towards full conversion of natural forest 

Kessler (2005) provides a simplified description of the process towards forest 
conversion in Indonesia, consisting of three stages. The first stage is the transformation 
from natural forest to degraded forest through selective logging, resulting in a partially 
logged-over forest, with still high levels of biodiversity. The second stage is 
encroachment by farmers along the logging roads, resulting in a mosaic landscape with 
patches of degraded forest and patches of agricultural fields (sometimes with integrated 
trees). In the third and final stage all remaining forest is cleared and the patchy 
landscape is transformed into monocultural plantations, often owned and managed by 
large-scale industrial companies. 
 

 

Forest conversion for small-scale agriculture 

Forest conversion for small-scale farming is estimated to contribute to about 20% 
of the total forest loss in Indonesia (FWI/GFW, 2002). Though the relation 
between population growth and deforestation rates is not always clear-cut (Henley 
and Osseweijer, 2005), the fact that the population of Indonesia grew from about 
100 million in the mid 1960s to 200 million by 2000 has undoubtedly increased 
pressure on natural resources (Fox, 2005). Population growth in Kalimantan and 
Sumatra was not only due to natural growth but also the result of the 
transmigration schemes with which the Indonesian government resettled more 
than 2.5 million people from densely populated areas in Java and Bali to sparsely 
populated areas on the outer islands. Between 1960 and 1999 an estimated 2 
million ha of forest were cleared for the construction of settlements and 
agricultural areas for transmigrants (FWI/GFW, 2002). Moreover, transmigration 
schemes have often been associated with secondary impacts due to (illegal) 
encroachment and the attraction of spontaneous migrants (World Bank, 2007a).  
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Unsustainable exploitation of forest resources 

The last several decades have been characterised by unsustainable exploitation of 
natural timber resources, and a lack of (re)planting activities. Since the 1970s 
timber concessions on more than half of the county’s total forest area have been 
granted to logging companies (FWI/GFW, 2002). The first round of logging does 
not necessarily lead to total destruction. If the minimum regeneration period of 35 
years is not respected, however, a second cut results in severely damaged forest, 
which is then often (legally or illegally) converted to other land use (World Bank, 
2007a). Exploitation of timber from natural forest seems to be moving from 
Sumatra and Kalimantan in the west, where many accessible commercial timber 
resources have been depleted, to Papua in the east (World Bank, 2006).  

In addition to the logging concessions, the government has also allocated about 
19.4 million ha to establish timber and pulp plantations, although only a fraction of 
this area has actually been planted.4 Reasons for plantation failure include conflicts 
over land with local farmers, bad management and corruption. Moreover, from a 
private perspective, the extraction of trees from old-growth forests is cheaper than 
managing plantations, and this is not likely to change until either the resources are 
exhausted, or until the old-growth forest is effectively protected (Van Noordwijk et 
al., 2003).  

An important factor that has been driving unsustainable levels of tree harvesting 
from natural forest is the overcapacity in the pulp and paper industry. In the early 
1980s the government started actively stimulating this industry, for example by 
implementing a ban on the export of logs. Investments in the wood-processing 
industry increased as a result – first in plywood production and later also in the 
pulp and paper industry. This, in turn, resulted in a capacity to process logs that 
was much higher than could ever be harvested in a legal and sustainable manner 
(Barr, 2006). Since the late 1980s, production capacity of the pulp and paper 
industry has increased with about 700 percent. The demand from this sector has 
grown much faster than the pulpwood plantations have been established. The pulp 
and paper industry therefore relies to a large extent on wood from natural forest. 
An estimated 85% of the wood used by the pulp and paper industry in Indonesia 
comes from natural forest (FWI/GFW, 2002).  

                                            
4 Although plantation (HTI) development is officially meant to reduce pressure on natural forest, a 
significant part of the area allocated for HTI development still had natural forest (Potter and Lee, 
1998; Kartodihardjo and Supriono, 2000). Moreover, according to the World Bank (2007a) 40% of the 
lands that were cleared for plantation development were not replanted after the timber was sold. 
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The annual industrial demand of wood-based industries (timber, wood products, 
pulp and paper) greatly exceeds the possible sustainable yield from existing natural 
production forests and plantations (World Bank, 2006). This overcapacity spurred 
illegal logging (Barr, 2001). Table 4.4, which compares estimated log consumption 
(based on industrial production figures) with official log production data from the 
Ministry of Forestry (thus not including unreported mills), clearly shows the gab 
between industrial demand and official – legal – supply. 

Table 4.4. Comparison of log production and consumption (x 1,000,000 m3) 
 Timber Pulpwood 

 
Year 

Log 
consumption 

Official log 
production Gap 

Log 
consumption 

Official log 
production Gap 

1985 23.5 14.6 8.9 0   
1990 34.8 25.3 9.5 3.1   
1997 33.7 29.1 4.6 13.8 0.4 13.4 
2000 29.4 10 19.4 18.4 3.8 14.6 
2004 28.1 6.2 21.9 22.4 7.3 15.1 
Source: Adapted from World Bank, 2007a. 

 

The increased logging activities since the 1970s have paved the way for the 
conversion of forest to other land uses. The construction of logging roads opened 
up areas that were previously inaccessible. Sometimes logged-over forest is 
converted by farmers for small-scale agriculture purposes. Other times, logged-over 
forests are converted by companies (either legally or illegally) for the establishment 
of oil palm or tree plantations (World Bank, 2007a). 

Forest conversion to oil palm 

Oil palm (Elaeis guineensis) plantations spread rapidly at the expense of natural forest 
in the 1990s (Wakker, 2000). Recently, oil palm has become even more attractive 
due to the rising demand for bio-energy, largely driven by policies to reduce CO2 

emissions. A recent study by Koh and Wilcove (2008) shows that in Indonesia 56% 
of the oil palm expansion between 1990 and 2005 occurred at the expense of 
natural forests. 

Oil palm was first introduced in Southeast Asia in the 19th century. The palm 
produces a fruit from which oil is made that is used for a wide range of products, 
from cooking oil to cosmetics. Indonesia and Malaysia are the world’s largest oil 
palm producers. Timber and pulp tree plantations are usually considered to be 
‘forested lands’, but oil palm plantations are not (Colchester et al., 2006). Though 
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the oil palm may be classified as a ‘tree’, the FAO (2001) does not regard oil palm 
plantations as ‘forest’ since they are considered to be for ‘agricultural production’. 

During the rule of President Suharto (1967-1998), the Indonesian government 
started actively supporting the establishment of oil palm plantations – first through 
state-owned companies and later also through private companies (Casson, 1999). 
Oil palm production became one of the fastest growing sub-sectors of the 
economy. Between 1967 and 1997 the oil palm sector showed an annual increase in 
Crude Palm Oil (CPO) production of 12% and the area under oil palm grew 
spectacularly (Figure 4.3). Between 1997 and 2003, CPO production increased 
from 5.38 million tons to 10.6 million tons. Exports of CPO increased from 1.47 
million tons (US$ 745.2 million) in 1998 to 6.33 million tons (US$ 2.0 billion) in 
2002. Most of the current plantations are located in Kalimantan and Sumatra. They 
are managed by both state and private companies (Colchester et al., 2006). 
Colchester et al. (2006) estimated that in 2006 about 6 million ha was under oil 
palm and that, when taking regional plans into account, another 20 million ha was 
planned for oil palm expansion in the near future. 

Figure 4.3. Oil palm expansion in Indonesia 

Sources: Adapted from Wakker, 2005 and Colchester et al., 2006 
 

Because of economies of scale, oil palm production is only economically feasible in 
plantations of at least 4,000 ha, which is the minimum area needed for a Crude 
Palm Oil mill (processing the Fresh Fruit Bunches – FFB) to operate feasibly. 
Consequently, most oil palm plantations are in the hands of large-scale companies. 
Some companies have contract farming arrangements. The most common scheme 
in Indonesia is the Perkebunan Inti Rakyat (PIR) scheme, which is translated into 
Nucleus Estate and Smallholder (NES) scheme. In this scheme, the company 
manages its own plantation (called inti) and in addition to that, develops plantations 
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that are managed by smallholders (called plasma). The smallholders sell their FFB to 
the company (Wakker, 2005). 

Though assessments of smallholders’ incomes from these schemes vary (see, e.g. 
Potter and Lee, 1998; Belcher et al., 2004), many cases are known in which 
smallholders get trapped in a dependency situation due to the credit schemes. Oil 
palm companies have been heavily criticised for the social and environmental 
impacts of their business, namely the conversion of natural forest for plantation 
development, land right conflicts with local communities, and the unfair treatment 
of labourers and smallholders. Some industries are moving to address these issues 
by joining the Roundtable on Sustainable Palm Oil (RSPO) initiative, set up by the 
oil palm industry and involving NGOs whose aim is to make oil palm production 
more sustainable. In spite of this initiative, major problems persist. One of the 
main underlying causes is the Indonesian government’s policy to allocate forest 
land (which is often still both forested and used by local people) to oil palm 
industries (Wakker, 2005). This will be addressed in greater detail in the last section 
of this chapter. 

Forest fires 

In the 1990s large areas of forest were destroyed by fire. The use of fire to clear 
lands for agriculture is an old technique. However, the scale and intensity of fires 
has been increasing as forests became more vulnerable to fires due to logging 
practices.5 Forest fires associated with ENSO (El Nino Southern Oscillation) 
droughts have become highly destructive in the last couple of decades and have 
caused health problems to people as far away as in Singapore and Malaysia. The 
forest fires in 1997/1998 are estimated to have damaged approximately 9,745,000 
ha of land in Indonesia, most of which was in Sumatra and Kalimantan (Fox, 
2005). It is commonly assumed that a significant number of the fires were started 
deliberately by companies to clear lands for plantation development, as burning is 
the quickest and cheapest clearing technique (Casson, 2003). Oil palm companies 
in particular are attributed a key role. Indeed, many of the 1997/1998 forest fires 
occurred in oil palm concession areas (Wakker, 2005; Potter, 2001). 

                                            
5 Poor logging practices result in an accumulation of (easy to burn) logging waste in the forest. 
Furthermore, ground vegetation of pioneer and secondary species make logged-over areas more fire 
prone than ‘undisturbed’ tropical moist forest with little ground vegetation (FWI/GFW, 2002). 
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4.2  Forest regulations in Indonesia 

In Indonesia there have been – and still are – numerous forms of forest 
governance that are not related to the state. Examples are local leaders who claim 
ownership of forest resources and demand a percentage of the value of products 
collected in ‘their’ forest, or reserve them for hunting. In addition, a lot of 
communities in Indonesia have been designating certain areas ‘sacred forests’ 
where people are not allowed to come or are not allowed to take products from. A 
sacred forest could, for example, be the place where the souls of people go after 
their death (Boomgaard, 2005). In this section, however, I focus primarily on state-
organised forest regulations. 

4.2.1  Pre-independence 

In the 17th century the Dutch East-Indies Company (VOC) developed an interest 
in teak from Java, as it was used for construction, export, and, most importantly, 
shipbuilding (Peluso, 1992). The first act of forest management by the VOC 
appears to have occurred in 1722 when it was decided to ‘close’ a teak forest in 
West Java for further exploitation out of fear that the forest would be completely 
degraded. In the following years the VOC continued to close down more forest 
areas for regeneration purposes (Boomgaard, 2005). The VOC went bankrupt by 
the end of the 18th century and control was taken over by the Dutch state. Under 
Governor-General Daendels (1808-1811) the Dutch implemented a programme to 
maintain and restore teak forests in Java. Management and exploitation rights were 
given to the colonial government’s Forest Service. Villagers were still allowed to 
collect deadwood and non-timber forest products but were prohibited from 
accessing teak for commercial purposes. This can be regarded as the starting point 
of state control over Indonesian forest areas (Bachriadi and Sardjono, 2006). 
Thereafter the Forest Service was abolished twice, for the first time from 1811 to 
1816 during the short period of English rule, and for a second time from 1826 to 
1869 for financial reasons. In 1869 a new colonial Forest Service was set up 
(Boomgaard, 2005). An important point in the legal history of forest management 
was the agrarian law of 1870 with which the Dutch state declared all forest lands 
and all lands that were unclaimed (i.e., land that was not cultivated or land that had 
been fallow for more than three years) as the domain of the state – the so called 
‘Domeinverklaring’ (Peluso, 1992).  

The Dutch Forest Service distinguished between regulation on Java and regulation 
on the other islands. On Java the forest administration was highly centralised, with 
state control over all land that could not be proven to be owned (individually or 
communally) by villagers (Peluso, 1992). On the other islands of the archipelago, 
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however, the Dutch had a type of indirect control during most of the colonial 
period, leaving the forest resources under the authority of local leaders. On these 
islands large areas were managed by local communities, under some form of 
customary control. The Dutch colonial government allowed these Adat systems 
(see Box 4.2) to coexist with the colonial legal system.  
 

 

Box 4.2. Adat 

Adat is usually translated as ‘custom’. Adat communities are communities which are 
governed by customary law, and where rights, responsibilities and resources are 
allocated in line with customary values and beliefs (Colchester et al., 2003). Contreras 
and Fay (2005: 7) write, “Adat refers to the cultural beliefs, rights and responsibilities, customary 
laws and courts, customary practice and self-governance institutions shared by an indigenous group prior 
to incorporation into a colonial or post-colonial State. Adat is location-specific and changes over time. 
Adat governs behaviour between individuals as well as within and between families, communities and 
outsiders. It also governs the relationships between people and nature.” Adat communities have 
maintained certain forms of customary law and governance as opposed to, or in 
addition to, central state law and governance. The Dutch recognised the existence of 
Adat rights over land, and established a system of legal dualism – one legal system for 
Europeans and another legal system for native people. They reasoned that accepting 
Adat law would be more effective than trying to impose their own law. Adat law was 
formalised and special courts were established to administer Adat disputes. The Dutch 
legal scholar Van Vollenhoven (1874-1933) became famous for his systematic studies of 
Indonesian Adat law (see Holleman, 1981).  
 

 

At the end of 19th century the Dutch called on the expertise of several German 
foresters and this marked the start of a more ‘scientific’ approach to forestry and 
timber production (Peluso, 1992). The Forest Service had initially been involved 
primarily in the management of teak forest. At the end of the 19th century the 
Forest Service broadened its attention to include the maintenance of forests for 
regular water flows and for preventing soil erosion and floods (Boomgaard, 2005). 
The accepted scientific argument for the conservation of forests was that forests – 
in particular the humus layer on forest soils – act like a sponge, sucking up water in 
the wet season, and releasing it in the dry season, when irrigation water is scarce.6 
Maintaining forest was therefore deemed essential in order to maintain agricultural 
production (see, e.g. Ham, 1895; Zwart, 1927; and Heringa, 1939). The idea that 

                                            
6 The sponge theory was criticised for overstating the role of forests. Roessel (1927, 1938), for 
example, put forward the argument that diminishing water supplies are not always related to changes 
in vegetation, and stressed the importance of geological formations on the hydrological condition. 
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forests are needed for healthy hydrological systems and erosion prevention became 
the dominant view among foresters and Forest Service staff (Galudra and Sirait, 
2006). In addition, it was commonly assumed that local people would not be able 
to manage forests for the maintenance of hydrological functions (see, e.g. Ham, 
1895). Local land-use practices, such as shifting cultivation and the use of fire were 
seen as detrimental (see, e.g. Van de Koppel, 1945).  

Initially the Dutch did not pay much attention to the forests outside of Java 
because they contained much less teak (see Box 4.3). Dutch interest in the forest 
resources on the outer islands started rising at around the turn of the 19th century. 
These forest lands had the potential to be converted into export crop plantations 
(Lindayati, 2000). Moreover, the Forest Service wanted to establish forest reserves 
and reforest deforested areas in order to protect watersheds and maintain healthy 
hydrological conditions. In the early 20th century approximately 15% of Sumatra 
was assigned to be ‘reserved’ for hydrological reasons (Van de Koppel, 1945). 
However, Forest Service management of forests outside Java was complicated 
because of the various treaties and arrangements with local rulers, who maintained 
their traditional control over the forest resources (Lindayati, 2000). Boomgaard 
(1996) notes that, even though the ‘domeinverklaring’ of 1870 had been enacted in 
the outer provinces in 1875, the establishment of forest reserves outside of Java 
was complicated by the issue of indigenous rights. A regulation on the forests in 
the outer islands dealing with the issue of indigenous rights was drafted in 1931, 
but when the Japanese occupied the country in 1942 the regulation still had not 
been formalised (Boomgaard, 1996). 

In the early 20th century forest regulation for other than production or hydrological 
reasons started as a response to the growing concerns about the loss of nature, and 
wildlife in particular. In the Netherlands the Society for the Preservation of Natural 
Heritage (‘Vereeniging tot Behoud van Natuurmonumenten’) was established in 1905. In 
the same year, the Dutch government passed regulations to limit bird hunting in 
Indonesia (then called the Netherlands East Indies). This was in response to the 
depletion of tropical birds, namely the Birds of Paradise (Paradisaeidae) in New 
Guinea, which were hunted for their feathers, as these were fashionable ornamental 
items at the time. In 1912, the Netherlands Indies Society for Nature Protection 
was established and four years later the government proclaimed a ‘Nature 
Monuments Ordinance’ after which various areas were established as ‘nature 
monuments’ or ‘game reserves’. Nature monuments and game reserves were meant 
to protect nature to conserve certain species (Westermann, 1945). By 1939, 118 
reserves had been established by the state. However, these reserves existed mostly 
on paper (Boomgaard, 2005). 
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Box 4.3. Minor Forest Products 

The use of timber from the outer islands for commercial purposes remained limited 
during Dutch colonial rule. In fact, as Van de Koppel (1945) writes, non-timber forest 
products – then referred to as ‘minor forest products’ – were more important for 
export than timber. In 1936, for example, the export value for ‘minor forest products’ 
from the outer islands was 4,900,000 guilders, compared to 3,600,000 guilders for 
timber. The most important non-timber forest products for international trade were 
rattan, resins, camphor and certain tanning barks (Van de Koppel, 1945). 
 

 

4.2.2  Post-independence 

The Indonesian Forest Service (Jawatan Kehutanan) was founded in 1945, soon after 
Indonesia declared its independence from the Dutch. The Indonesian Forest 
Service resembled its colonial predecessor in many ways. Many of its leaders came 
from the colonial administration and they often translated the old regulations 
directly into Indonesian. This implied state control on Java, while leaving the 
regulation outside of Java mostly decentralised. After independence the system of 
legal dualism (Adat systems coexisting with the national legal system) was therefore 
continued and it remained in place throughout most of the period under the rule of 
Sukarno – the first president of Independent Indonesia (Peluso, 1992). In 1960 the 
Basic Agrarian Law (BAL) was issued and this recognised Adat land claims as long 
as they did not conflict with national interest. The nature of such conflicts or the 
ways in which conflicts between Adat claims and ‘national interests’ could be 
resolved were, however, not specified (Barr, 2006).  

With the coming of Suharto’s authoritarian regime in 1967 – referred to as the 
‘New Order’ by Suharto himself, to mark the break with the previous regime of 
Sukarno – the government’s approach to forest resources became more centralised 
and focused on the exploitation of natural resources for national development. 
Suharto introduced the Basic Forestry Law (BFL) in May 1967 which secured the 
state’s control over forest areas in the whole country. The BFL designated 143 
million ha as ‘forest land’ (Kawasan Hutan) – not less than three quarters of 
Indonesia’s total land area (see Box 4.4). With the Law, the central government in 
Jakarta aimed to affirm control over forest resource management, with the main 
aim being to increase revenues in support of national development programmes 
(Dermawan et al., 2006). According to several authors (e.g. Bachriadi and Sardjono, 
2006; Galudra and Sirait, 2006) the BFL of 1967 should be regarded as a 
prolongation of the Dutch approach to forest lands. The BFL recognised the 
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existence of locally owned forests but, at the same time and similarly to the BAL of 
1960, it stated that national development objectives would always override local 
claims (Duncan, 2007). 
 

 

Box 4.4. Definitions of forest land 

Definitions of forest lands and their tenure status are quite tricky to establish in the 
current Indonesian context because of existing ambiguities regarding the legal status of 
certain claims (Contreras-Hermosilla and Fay, 2005). The term ‘forested lands’ is used 
to refer to lands that are actually covered with forest (primary, secondary or 
plantations). The terms ‘forest land’, ‘forest zone’, ‘state forest land’, and ‘state forest 
zone’, are generally used to refer to the lands that were classified by the government as 
the lands designated to be under the control of the Government of Indonesia through 
the Ministry of Forestry.  
 

 

Suharto’s forest administration issued 20 year logging permits (Hak Pengusahaan 
Hutan - HPH) to both state-owned and private companies. After logging the HPH 
concessions, these areas could be turned into industrial tree plantations (Hutan 
Tanaman Industri - HTI), often with exotic species like Mangium (Acacia mangium). 
The provincial governments could issue permits for up to 10,000 ha to Indonesian 
companies, and the national government could issue permits for areas larger than 
10,000 ha to Indonesian and foreign investors (Barr et al., 2006b). Soon, however, 
large concession holders started protesting as they found that smaller concessions 
issued by provincial governments often overlapped with large ones issued by the 
central government. During 1970 and 1971 the central government therefore took 
steps to revoke the authority of provincial governments to issue permits. From 
then on, concessions had to relate to a minimum of 50,000 ha in area. During its 
reign, the New Order regime distributed over 60 million ha within the state forest 
zone as timber concessions to state and privately owned companies (Barr, 2006). 
Most HPH permits were given to large companies, generally with ties to the 
Suharto family. As a result, the five largest concession holders came to control 18 
million ha of forest and Indonesia became the world’s leading exporter of tropical 
logs in the 1970s (Casson and Obidzinski, 2002). The large-scale industrial 
exploitation of forest resources brought conflicts with surrounding communities, 
but the powerful authoritarian regime of Suharto protected the interest of large-
scale investors (Bachriadi and Sardjono, 2006). Indeed, during the whole Suharto 
era, the government favoured land use by the corporate sectors in the name of 
national development, while land use by smallholders was regarded as being 
inefficient (Di Gregorio, 2006). 
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In the 1980s the government of Suharto implemented the ‘Agreed Forest Land-use 
Classification’ (Tata Guna Hutan Kesepakatan – TGHK). The government used the 
TGHK to classify the state forest zone as production forest, conversion forest, 
protection forest and conservation forest. Without consulting local people forest 
areas were allocated to logging, mining and plantation companies, and as 
transmigration sites. As a result of this classification, people suddenly found 
themselves in a production or protection forest or in a national park (Contreras-
Hermosilla and Fay, 2005; Fay and Sirait, 2002). The powerful central government 
restricted access by local communities to the state forest zone (Fay et al., 2000; 
McCarthy, 2000). The tenure situation that resulted from the TGHK is one of the 
main underlying causes of the current crisis in Indonesia’s forestry sector, and I 
therefore discuss this separately at the end of this chapter. 

4.2.3  Post Suharto - Decentralisation 

The dictatorial regime of President Suharto fell in May 1998. This was the start of a 
period of far-reaching reforms, known as reformasi. Decentralisation was one of the 
key elements of the reforms, and this process has been important in shaping forest 
management. In this section I therefore focus on the development and impact of 
forest-related decentralisation policies in Indonesia. I start this section with a 
general introduction to the various forms of decentralisation. 

There is a difference between administrative decentralisation on the one hand and 
political decentralisation and devolution on the other hand.7 Administrative 
decentralisation (or deconcentration) means that lower levels of government 
receive administrative responsibilities but remain upwardly accountable. Political 
decentralisation (or democratic decentralisation) means transfer of powers to local 
governments that are representative of, and accountable to, local populations 
(Agrawal and Ribot, 1999). Devolution – being a more general term – is associated 
with political decentralisation but also includes the transfer of authority to local 
actors, other than local governments, e.g. farmer associations, village committees, 
or even households or individuals (Shackleton et al., 2002; Edmunds et al., 2003). 
Edmunds et al. (2003) classify different forms of devolution according to (i) the 
actors involved; (ii) the rights and responsibilities transferred; and (iii) the 
relationship to existing local management practices and decision-making processes 
(which can be conflicting, mutually supportive, or neutral).  

                                            
7 An extra dimension may be ‘fiscal decentralisation, which means that the power to tax and generate 
revenues is given to local governments (Blaser et al., 2005) but this is mostly considered part of 
political decentralisation. 
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In recent decades there has been strong international support for devolution in 
general and political decentralisation in particular. Decentralised governments 
would in theory be more responsive to local needs, leading to better policies. 
Decentralisation was also expected to give local people better opportunities to 
influence and shape the policies that affect them, support the growth of 
democracy, increase accountability and decrease corruption, improve the stability in 
a country by giving in to demands from regional leaders, and reduce central 
governments’ expenditures (World Bank, 1997; Furtado, 2001; Dermawan et al., 
2006; Duncan, 2007). In relation to natural resource management, political 
decentralisation was expected to ensure a fairer distribution of benefits from 
exploitation. Moreover, it was expected to lead to more sustainable practices as 
decision makers are closer to the resource and have a better understanding of local 
conditions. In some cases political decentralisation has been a reaction to popular 
protest regarding central control over natural resources (Ribot, 2002; Edmunds and 
Wollenberg, 2003; Colfer and Capistrano, 2005).  

The core of Indonesia’s decentralisation process has been the shift of authorities 
from the central government to district governments (Ferguson and 
Chandrasekharan, 2005). Two general decentralisation laws were drawn up 
immediately after the fall of President Suharto. These laws transferred decision-
making power on a wide range of issues from the central government in Jakarta to 
districts (kabupaten) and municipalities (kotamadya).8 The decentralisation process 
bypassed provinces because of the fear of separatist movements, as it was reasoned 
that separatist tendencies were strongest at provincial level (Duncan, 2007). The 
first law (Law 22/1999 on Regional Governance) transferred political control over 
areas such as health, education, culture, agriculture, communication, industry, trade, 
capital investment, environment, land, and cooperative and manpower affairs. The 
second law (Law 25/1999 on the Fiscal Balance between the Central Government 
and the Regions) gave local governments authority to manage their own budgets, 
and the responsibility to raise a significant part of their own revenues. It also 
implied that royalties from natural resource extraction were redistributed over the 
different levels of government – increasing the benefits going to local 
governments. These two laws laid the foundation for a far-reaching 
decentralisation process. The central government continued to have authority over 
defence, international relations, justice, security, religion and monetary policies. In 

                                            
8 Indonesia currently has 33 provinces (propinsi), each headed by a governor. Provinces are divided in 
districts (kabupaten), headed by a regent (Bupati), and municipalities (kotamadya), headed by a mayor 
(Walikota). Districts and municipalities are at the same administrative level. Districts are divided in 
sub-districts (Kecamatan). The lowest administrative level is the village (desa). 
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addition, the authority of planning and setting of boundaries between different 
functions of forest lands was not decentralised (Barr et al., 2006a and c). 

The Decentralisation laws were enacted in 1999 and were scheduled to come into 
effect in 2001. The laws did not contain a great deal of detail on how 
decentralisation should be implemented in the forestry sector. In early 1999 a 
forestry regulation (Government Regulation 6/1999) gave district governments the 
authority to issue small-scale forest concessions of one year to communities or 
cooperatives. Enthused by these regulatory developments, district governments did 
not wait for further specifications or for the decentralisation laws to come into 
effect, and immediately started implementing decentralisation according to their 
own interpretation. As such, de facto decentralisation occurred faster than de jure 
decentralisation (Rhee, 2006). District heads (Bupati) started issuing logging 
permits, sometimes overlapping with existing concessions. They also issued district 
regulations (Perda) to impose new types of fees and taxes on activities in the forest 
sector, e.g. timber transportation fees. The widespread sentiment was that, after so 
many years of central control, it was now time for local actors to take their share 
(Duncan, 2007; Dermawan et al., 2006; Mouliono and Dermawan, 2006). 

The euphoria surrounding regional autonomy in Indonesia immediately after the 
fall of Suharto led to rapid de facto decentralisation at local level, while the central 
government’s capacity to enforce regulation at local level was weak, resulting in a 
chaotic and unclear situation (Barr et al., 2006a). The result was a logging boom and 
increased environmental degradation. The logging boom was partly based on short-
term and sometimes opportunistic decisions by local politicians. These local 
politicians had often made promises to get elected. When elected, issuing logging 
permits was a quick way to earn money and fulfil their promises. Moreover, district 
governments were now responsible for a large part of district level expenditures 
(e.g. a percentage of civil servant salaries), which made it tempting to get involved 
with large-scale resource extraction companies to earn revenues. However, new 
local leadership at district level often lacked expertise when it came to making long-
term plans for sustainable resource extraction (Duncan, 2007).  

In the decentralised context, some local communities could benefit financially from 
deals with logging companies. While local communities would receive little benefits 
from large-scale extractive projects in their localities before decentralisation, now 
they could demand compensation from companies who were looking for resources 
to exploit (Palmer and Engel, 2007). The local benefits have, however, not been 
equally spread and most of the money flows to local elites and companies (Duncan, 
2007; Dermawan et al., 2006).  
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Despite decentralisation, the accountability of local leaders to local people 
remained limited. This was, at least partly, an outcome of the 1979 Law on Village 
Government, with which the New Order regime of Suharto had made all village 
heads accountable to the state, rather than to the villagers (Rhee, 2006). 
Furthermore, businesses and rich individuals were willing to provide financial 
support for individuals running for a position as district head or major, but they 
would expect favours in return.9 As a result, the newly elected leader would be 
more accountable to the money providers than to the local people. Indeed, in 
decentralised Indonesia, benefit distribution remained associated with patronage 
and corruption. The deeply rooted legacy of the authoritarian New Order regime – 
often summarised as ‘Corruption, Collusion and Nepotism’ (Robbertson-Snape, 
1999; Robison, 2006) – has been an obstacle to effective decentralisation (Hadiz, 
2004; Duncan; 2007). Box 4.5 summarises some of the main characteristics of the 
decentralisation process that hampered the development of a sustainable forestry 
sector in Indonesia.  

The Ministry of Forestry (MoF) changed its approach to decentralisation in the 
forestry sector almost immediately after de facto decentralisation emerged. In 
September 1999, a few months after the issuance of Law 22/1999, Law 41/1999 
on Forestry (‘the New Basic Forestry Law’) was issued and this was the first 
indication that the MoF wanted to reclaim control of the country’s forest 
(McCarthy et al., 2006). Law 41 considered the management of forest resources to 
be the responsibility of the central government. This was partly a reaction to the 
uncontrolled logging rush that was taking place, emerging conflicts (for example 
when a district government issued permits overlapping with existing HPH 
permits), and complaints from the logging sector (for example about taxation being 
too heavy) (Dermawan et al., 2006). Above all, the New Forestry Law illustrated 
that the MoF had never been very enthusiastic about decentralisation in the forest 
sector in the first place, and was unwilling to share authority over the forest zone 
with local governments. In 2002 the Ministry started issuing regulations to restrict 
the possibilities of districts to issue permits, and to review permits that were 
allocated by local governments in the period 1999-2002 (McCarthy et al., 2006). At 
the same time the central government started renewing contracts with some large-
scale concession holders for logging and plantation development (Barr et al., 
2006c). The MoF tried to use the new regulations to recentralise forest control 
regulation. However, in many places de facto forest control remained decentralised 
(Dermawan et al., 2006).  

                                            
9 Individuals wanting to run for a position as district head or major need large amounts of money, for 
example to obtain the support of recognised political parties, which is a prerequisite to be able to run 
for a position as district head or major. 
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Box 4.5. Characteristics of Indonesian decentralisation 

Rhee (2006) identifies the following characteristics of the Indonesian decentralisation 
process that negatively influenced the outcomes of the decentralisation process on 
forest management and conservation: 

Lack of clarity regarding responsibilities and roles. The process of de facto decentralisation is 
characterised by great differences in interpretation of what decentralisation means and 
how responsibilities and rights with respect to forest resources are distributed amongst 
different levels of government. Interpretation of rules related to forestry and natural 
resource management differs between different levels of government and between 
different government agencies. District governments may issue regulations that are not 
in line with national laws, while the central government does not have the resources to 
enforce its national regulations across the country. 

Inconsistencies in laws. According to the Law on Decentralised Regional Governance (Law 
No. 22/1999) the central government is in charge of planning and policies related to 
natural resource use and conservation, while decision-making power on issues related 
to agriculture, environmental management and land use is devolved to district 
governments. According to the Basic Forestry Law (No. 41/1999), however, forest use 
and management are subject to centralised decision making and implies, for example, 
that district heads are not allowed to grant small timber exploitation concessions.  

Weak capacity of district governments. The decentralisation process reduced the central 
state’s control over regional affairs. However, district governments, which had not been 
able to develop during Suharto’s regime, were still largely unequipped to deal with such 
responsibilities.  

Empowered local communities (re)claim resources. The New Order regime had restricted 
communities’ use of forest resources. During the 1970s and 1980s the central 
government had given large forest concessions for timber or plantations to business 
groups. During the reform period communities felt empowered to (re-) claim a say over 
the use of natural resources – in some cases resulting in increased pressure on forests. 

Increased possibilities for local level corruption and power abuse. There has been a lack of 
downward accountability of district governments, as reflected in the abuse of power by 
local regents.  
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4.2.4  Land tenure  

In the previous section I outlined some of the most important developments in 
Indonesian forest-related regulations from colonial times onwards. The Dutch 
introduced the idea of the central state having a claim to forest resources and this 
concept has persisted to date10. The state’s claim was re-enforced when Suharto’s 
regime embarked on a mission to use the country’s national resources – particularly 
forest resources on the outer islands – for national development. The regime 
started a land classification process which implied a sudden increase in tenure 
insecurity for local communities in the forested areas on the outer islands which, 
up to then, had usually been allowed to use forest resources even if they were 
officially located within the state domain. Since tenure security is widely accepted as 
a prerequisite for sustainable forest management (see Chapter 1), I now describe in 
more detail the process and consequences of the land classification process that 
started in the 1980s. 

In 1984 the Indonesian government agreed on the administrative classification of 
forest lands with the ‘forest boundary setting by consensus’ (Tata Guna Hutan 
Kesepakatan – TGHK). The TGHK classification was based mostly on biophysical 
scoring and distinguished between production forest, conversion forest, protection 
forest and conservation forest. The three main biophysical indicators were slope, 
soil type and rainfall. The biophysical indicators were used to calculate a score. For 
example, an 8% slope scored 20 while a 45% slope scored 100, and an alluvial soil 
scored 15 while a litosol scored 75. The accumulated scores were then used for the 
classification. Social and economic criteria were not taken into consideration in the 
scoring process (Fay et al., 2000). After the first classification of 1984 some 
adjustments have been made, e.g. shifting some areas from protection to 
conversion forest (Contreras-Hermosilla and Fay, 2005; World Bank, 2007a). The 
status of the 2003 classification is presented in Table 4.5. Figure 4.4 shows the 
outcome of the TGHK classification on Sumatra.  

                                            
10 The Dutch claimed control over forest resources on Java and the outer islands with the 
‘domeinverklaring’. However, because of debates regarding the indigenous rights to forest resources on 
the islands outside Java, formal regulation related to forest reserves on the outer islands was never 
actually achieved during the colonial period. 
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Table 4.5. Land classification in 2003 

Classification Area (1,000 ha) % of total land area 

Protection (HL) 29,961 16 
Conservation (KSA-KPA) 19,471 10 
Production (HP/HPT) 60,962 33 

Forest zone (Kawasan 
Hutan) 

Conversion (HPK) 22,735 12 
Outside forest zone  54,656 29 
Total 187,785 100 
Source: Ministry of Forestry (MoF), 2003. 
http://www.dephut.go.id/INFORMASI/BUKU2/Rekalkulasi_03.htm 
Note: In 2006 the figures changed slightly, because some lands classified as conversion forest  
were moved out of the state forest zone.  

 
Even though adjustments were made after 1984, these did not eliminate all 
misclassifications. Even now, substantial areas are still misclassified due to poor 
data, subjective interpretations and inaccuracies. For example, conversion forest is 
supposed to have poor forest cover, while large areas that are designated as 
conversion forest actually have good forest cover. Likewise, protection forest 
should be on steep slopes but large areas designated as protection forest are 
relatively flat (World Bank, 2007a). In addition, a significant area within the forest 
zone in practice appeared to have no forest at all (Table 4.6). Last but not least, a 
large part of the area considered to be state forest zone actually consists of man-
made agroforests (Fay et al., 2000). 

The most dramatic misclassification, however, was not related to biophysical 
characteristics and technical interpretations, but to people’s rights instead. The 
TGHK meant a reaffirmation of the state’s claim to the state forest zone, by 
attributing different functions to different areas, while large parts of these areas 
were managed and claimed by local people. The TGHK marked the start of the 
government’s plan to lease out large parts of the state forest zone to companies. As 
such the TGHK became the root cause of most tenure conflicts in Indonesia 
(Contreras-Hermosilla and Fay, 2005; Fay and Sirait, 2002; Fay and Michon, 2005). 
Land-use activities by local communities suddenly became threatened. They were 
considered to be illegal activities taking place on state lands and this even lead to 
forced evictions (Fay et al., 2000). Notorious examples are related to the expansion 
of oil palm plantations on lands classified as conversion forest. Often, the areas 
classified as conversion forest were already occupied by farmers, leading to 
conflicts between oil palm companies and local communities.11 Similar problems 

                                            
11 Sometimes areas that were classified as production forest were reclassified as conversion forest, but 
this could only be done if it could be proven that the natural forest was already degraded. It is 
commonly assumed that several oil palm companies helped the process of degradation by setting fire 
to logged-over production forest (Potter, 2001). 
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occurred in connection with timber and pulp plantations when the lands that were 
issued as HTI concessions (‘unproductive’ production forest) were already being 
used by local communities (Kartodihardjo and Supriono, 2000). 

Figure 4.4. Land classification on Sumatra 1999 

 
Source: Map compiled by Ekadinata from the World Agroforestry Center, Bogor, based on a map by 
the Indonesian Forestry Planning Agency (BAPLAN).  
 
 
 
 
 
 

0 100 200 300

N

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

0 100 200 300

N

0 100 200 300

N

0 100 200 300

N

0 100 200 300

N

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

0 100 200 300

N

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

0 100 200 300

N

0 100 200 300

N

0 100 200 300

N

0 100 200 300

N

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

Protection Forest

Conservation Forest

Production Forest

Conversion Forest

Outside Forest Zone

  Protection and Conservation Forest 



113

An introduction to forest use and regulations in Indonesia 

   99

Table 4.6. Forest cover by forest classification 2003 (x 1,000 ha) 

Forest Zone (Kawasan Hutan) 

Condition 
Protection 
       HL 

Conservation 
KSA-KPA 

Production 
HP/HPT 

Conversion 
HPK 

 Total Outside 
forest zone Total 

 ha % ha % ha % ha % ha % ha % ha % 

Forested 20,853 70 12,926 66 39,075 64 11,038 49 83,892 63 8,066 15 91,959 49 
No forest 4,748 16 2,867 15 14,868 24 9,470 42 31,952 24 41,374 76 73,327 39 
No data 4,360 15 3,678 19 7,019 12 2,227 10 17,284 13 5,216 10 22,499 12 
Total 29,961 100 19,471 100 60,962 100 22,735 100 133,128 100 54,656 100 187,784 100 
Source: Ministry of Forestry, 2003. 
http://www.dephut.go.id/INFORMASI/BUKU2/Rekalkulasi_03.htm 

 
 

Box 4.6. Challenging the legal status of the forest zone 

In the Forestry Law of 1999 it is stated that the state forest zone should be defined 
through a four-step process which includes the verification that the land can only be 
legally defined as state land if there are no other rights to the land (including Adat 
claims). The four-step process also demands that communities agree with the MoF and 
the National Land Agency that they have no claims over the area and that the process 
was fair with clear explanation of legal consequences. Contreras-Hermosilla and Fay 
(2005) point out that this process has only been completed for about 10% of the land 
that is currently claimed as state forest land. They use this finding to question the legal 
status of the state forest zone, and thus the ability of the state to issue permits for these 
lands.  
 

 

From the above it is obvious that tensions between the central state and local 
communities surrounding property rights have been high, particularly since the 
TGHK. One of the most proclaimed and progressive reforms in Indonesia to 
address these tensions actually dates from right before the reformasi period. In January 
1998 a historic decree was passed by the then Minister of Forestry, Djamaludin 
Suryohadikusumo. The decree established a distinctive forest-use classification 
known as ‘zone with distinct purpose’ (Kawasan dengan Tujuan Istimewa–KdTI). This 
classification was applied to an area of 29,000 ha covered with damar agroforests 
within the state forest zone in the Krui area of Sumatra. The classification 
acknowledged the land use by local people and was meant to provide the Krui 
farmers with the security needed to maintain their agroforests (buffering the 
neighbouring national park). It implied that communities, through their customary 
leaders, could apply for legal user rights over these lands. At the time, the decree 
was considered a major breakthrough for Indonesian farmers (Fay et al., 1998). 
Within months, however, the whole political context changed following the demise 
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of Suharto. The reformasi period that followed saw the rise of social movements 
which claimed more local rights over natural resources. 

In this new context, the claims of local communities, that were often supported by 
NGOs, could hardly be neglected by local governments (Barr et al., 2006a). As a 
response to these claims, a lot of districts actively involved communities in logging 
activities, for example by obliging logging companies to collaborate with local 
communities (Mouliono and Dermawan, 2006). These developments changed the 
perception of ownership at local level. Even though the 1999 Forestry Law did not 
change the state’s claim on the forest zone, Palmer and Engel (2007) found that 
communities felt increasingly empowered and sometimes even felt they owned the 
forest.  

Notwithstanding these drastic de facto changes, to date little real progress has been 
made towards resolving tenure conflicts on a legal basis at the national level (Rhee, 
2006). There is no doubt that the KdTI decree remains a landmark in Indonesian 
forest governance. Colchester et al. (2005: 19) write, “The KDTI remains, perhaps, the 
most community-friendly tenure so far offered by the Ministry of Forestry”. Chapter 6 explores 
the impact of the decree in the Krui area, but first I introduce the Krui case and the 
methods for field research in Chapter 5. 

 


