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CHAPTERR 1 

THEE EXPEDIENCE AND UTILIT Y OF ILLEGA L 

LOGGIN G G 

"If"If  the people and government here were to 

relyrely only on official income and budgets, this 

placeplace would be in chaos within a week. " 

Directorr of a supplier firm in the 

districtt of Berau, April 2000 

Overr the last thirty years, timber has become economically the 

mostt important forest commodity in Indonesia, with production 

levels,, trade volumes and generated revenues showing tremendous 

growthh (Nectoux and Kuroda 1989). Concurrently with the 

emergencee of tropical timber as a strategic resource in the country, 

comprehensivee forest management policies were implemented in 

orderr to ensure its long-term availability and sustainability. 

However,, despite such safeguards, Indonesia's tropical forests have 

beenn consistently overexploited and degraded (Hurst 1990; 

Dauvergnee 1994, 1997; Ross 1996, 2001; Barr 1999, 2002; Brown 

1999,2001). . 

Whilee in the 1980s and 1990s the government's logging concession 

policyy bore the brunt of criticism from NGOs, the press and 

researchh institutions in and outside of Indonesia (e.g., Muhtadi 

1999;; Banjarmasin Post 1999b; Kompas 1999a; Suara Kaltim 

1999),, in recent years the critics have identified a new factor 



responsiblee for the degradation of forests-illegal logging (Petebang 

2000a,, b; Pour 2000; Contreras-Hermosilla 2001; ITTO 2001; 

EIA/Telapakk 2002; FWI/GFW 2002). By 2002, it was estimated 

thatt 70 percent of timber extracted annually in Indonesia was cut 

illegally,, resulting in (US $ 3 billion) of lost government revenues 

(Musthofid(Musthofid and Wijaksana 2002). The term illegal logging, as 

appliedd in the literature, refers to a wide array of activities 

associatedd with the extraction of timber that contravene effective 

nationall  government regulations. Within such a general definition, 

illegall  logging activities can be grouped into two general 

categories:: 1) large-scale activities by logging concessionaries 

(HPH,, or Hak Pengusahaan Hutan) forest concessionaries, 

industriall  forest plantations (HTI, or Hutan Tanaman Industri), 

agriculturall  plantation estates, mining and construction works that 

involvee over-cutting, cutting out of block, under-report ing of 

production,, manipulation of documents etc. and 2) small-scale 

loggingg activities that in Kalimantan were known as bevolkingskap 

(loggingg by natives) in the colonial period, banjir kap (flood 

logging)) in the 1960s and early 1970s and as orang kerja kayu or 

kuda-kudakuda-kuda since then1 (EIA and Telapak 1999; EI A and Telapak 

2000).. In popular opinion in Indonesia as well as government and 

researchh publications, small-scale logging is perceived as most 

widespreadd and uncontrollable. As a result, the generic term illegal 

loggingg is almost always used in connection with the second 

categoryy above, and this is how I will treat it in this thesis. 

OrangOrang kerja kayu literally means "people working timber". The term kuda-
kudakuda refers to the technique of manual extraction of logs from the forest. 
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Kuda-kudaKuda-kuda logging in East Kalimantan 

Sincee the fall of Suharto's New Order regime in 1998, illegal 

loggingg activities in Indonesia have increased tremendously 

(McCarthyy 2000, 2002; Obidzinski et al. 2001; Obidzinski and 

Palmerr 2002; Palmer and Obidzinski 2002: Casson and Obidzinski 

2001;; Smith et al. 2002). Such intensification and the continuous 

spreadd of illegal logging prompted suggestions from Indonesian 

governmentt officials, NGOs and international research 

organizations,, that it is a relatively recent form of forest crime 

perpetratedd by organized gangs (oknum), and that it is primarily an 

outcomee of the post-1998 breakdown of government controls, 

economicc crisis and political chaos in the country (EIA and 

Telapakk 1999; EIA and Telapak 2000). In areas of Kalimantan 

wheree such illegal logging clearly predated the 1998 events, 
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governmentt officials and the press estimated that criminal gangs 

begann this kind of activity in the late 1980s in association with 

HPHHPH concessionaries and timber processing industries (Potter 

1988b;; Kompas 2000). 

However,, my field research in East Kalimantan (1999-2001) has 

ledd me to a decidedly different perspective on the nature, causes, as 

welll  as history of illegal logging. I have developed this perspective 

inn a roundabout way. As my original research plan on development 

programss for isolated minorities in Berau district turned out to be 

unworkable,, due to the dissolution in early 1999 of both the 

programss as well as the party that implemented them (i.e. 

Departmentt of Social Affairs), I found myself visiting nearby 

villagess and frequenting coffee shops (warung kopï) in the town of 

Tanjungg Redeb, the capital of Berau, trying to find the theme for a 

neww project. The several months that had already gone by, while 

officiallyy "lost", were actually significant in allowing me to 

becomee familiar with the town and its people. Among the latter was 

onee of my earliest acquaintances - Hamid2. 

Hamidd was a civil servant at the district office of fisheries (Dinas 

Perikanari),Perikanari), an energetic and enterprising individual. Each day, his 

workingg time in the office began at 7:30 in the morning, but often 

onlyy two hours later I would see him riding around the town on a 

motorcycle,, stopping every few minutes to chat with people on the 

street,, in food stalls, shops, the bank, etc. He seemed to know 

2 2 

Forr reasons of privacy, this and other names of persons involved in 
entrepreneuriall  activities in the area are pseudonyms. 

4 4 



everybody.. When I later asked him why he was doing this and how 

hee managed to do it during office hours, he replied as if it was quite 

obviouss that he was "looking for opportunities to make money" (lit. 

caricari uang). The office job was far from giving him enough income 

too live on. What it did provide, however, was "flexibility " of 

workingg hours and an official capacity as a civil servant that he 

couldd use to generate money elsewhere. Such a process of working 

ann extensive realm of relationships on a daily basis for extra 

incomee intrigued me, and I decided to explore it further. 

II  had an opportunity to do so when Hamid introduced me to Pak 

Baco,, who became my landlord for the remainder of my stay in 

Berau.. He was a Buginese living in Berau since the mid-1970s and 

supportingg himself and his family with a tiny all-purpose shop 

(toko)(toko) constructed on a few planks on top of a sewer in front of his 

spaciouss but rundown house. Behind it, there was a much smaller 

brickk house I would rent. Pak Baco's toko, besides being extremely 

small,, had very few stocked goods for sale most of the time. I 

wonderedd how he could earn enough income for his daily needs, 

nott to mention the maintenance of two houses that despite a non-

descriptt external appearance were surprisingly well-equipped 

inside. . 

II  began getting hints about how he might be accomplishing this 

whenn he introduced me to two neighbors - one from the other side 

off  the fence and the other from across the street. The former was a 

retiredd member of the district Police force (Polres), whereas the 

latterr was still the active head of the local criminal investigations 
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unit.. Evening conversations on the bench near the shop allowed me 

too gain the first glimpses of how they worked officially and how 

theyy "enterprised". However, nothing was more helpful in finding 

outt about his activities than driving Pak Baco every morning to 

whatt he called his "office" - a trip that the two neighbors 

frequentlyy joined as well. 

Thee "office" (kantor) was the word he used jokingly to refer to a 

coffeee shop at the waterfront {pelabuhari) in Tanjung Redeb. It was 

nott just any coffee shop however, but one where customers could 

playy lottery, play cards and where a variety of entrepreneurial 

undertakingss were discussed, planned and begun. A Chinese man 

byy the name of Ay en ran the shop and a vast majority of his 

clientelee was of the uniformed sort, shop i.e. police, army and 

variouss regional functionaries of Hamid's type who dropped by on 

motorcycles.. That is where I began to learn about the nature of 

"illegality""  in Berau in earnest. 
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Entrepreneurss dropping by on motorcycles 

Thee shop never closed. It stayed open even at noon, despite the 

scorchingg heat. And the people would talk about and plan every 

imaginablee kind of enterprise. Some bought and sold lottery 

numbers,, other played cards. Still others made plans to work for 

Chinesee tauke and haji bird's-nest traders as security, particularly 

duringg the harvest season3. There were also get-rich-quick plans 

suchh as: 1) buy bird's-nests cheaply from villages in the hinterland 

(hulu)(hulu) and sell them in Samarinda or Surabaya with a multifold 

profit,, despite the fact that the villages in question had already been 

TaukeTauke is a term widely used in Indonesia, Malaysia and Singapore to refer to 
entrepreneurss of Chinese descent. Haji, on the other hand, is an honorific term 
forr an adherent of Islam who has undertaken pilgrimage to Islam's holy sites of 
Meccaa and Medina. 
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underr contract with bird's-nest license holders (pachter)4; 2) start a 

neww bird's-nest business, because stories about discoveries of new 

cavess surfaced almost every day and 3) raid other people's caves 

andd steal their nests. 

Off  course, the recurring problem with quick enrichment plans of 

thiss kind was that an initial investment was necessary. As a result, 

thee would-be entrepreneurs were prepared to go to considerable 

lengthss in order to persuade a potential investor. They would 

producee "village informants" instantly swearing that they had just 

foundd caves with millions (jutaari) of birds inside. Or they would 

arrangee meetings in the evening, bringing along old documentation 

andd maps reportedly pinpointing the location of a rich cave that 

"hass been forgotten since the Dutch times". In order to find out 

more,, I became involved in one such venture, a buy-up scheme, by 

providingg some start-up money. With amazement I watched as a 

clusterr of participants (policemen, bureaucrats, professional 

tricksters,, as well as Chinese and Malay traders) plunged into the 

undertakingg with vigor, only to be faced immediately with an 

unbrokenn string of losses, all conveniently explained as business 

risk,, while in reality both the investment money as well as initial 

proceedss had long been embezzled. 

Despitee a strained budget, which was the subject of countless 

storiess circulating the town as to how it happened, I nevertheless 

Thesee bird's-nests generally fall into two categories: white and black. Made by 
differentt swiftlet species, the nests are in demand for Chinese traditional food 
andd medicine and are therefore very valuable. 
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becamee something of an associate of the coffee shop "club". 

Wantingg to hear no more about bircTs-nests, I turned my attention 

too timber, which at the time (1999), was quickly becoming the 

businesss of choice in Berau. The local policemen and army troops 

(Kodim)(Kodim) were constantly on the look-out for loggers floating timber 

downstreamm to sawmills in order to exact "toll fees". Often they 

wouldd also be "hired" by timber traders to join the crews of 

departingg ships in order to ward off legal danger along the way and 

too ensure that shipments reached their destinations even though 

theyy were not equipped with required permits (see Kompas 2002b; 

SinarSinar Har apart 2002). 

Beforee national holidays, the police superiors would send their 

subordinatess on donation collecting tours to sawmills, to the more 

accessiblee logging camps, to Chinese shopkeepers and other traders 

too generate funds for festivities and the headquarters operational 

needs.. Police officers of lower rank visiting the coffee shop 

explainedd quite openly their reasons for exacting these and other 

financiall  contributions. Most often, they blamed inadequate salaries 

andd non-existent work facilities (see Wahyudi 2001). Most earned a 

basee salary of only Rp. 320,000 (US $ 32) per month, which they 

claimedd was not even sufficient for food, not to mention other 

needs.. There was also a constant necessity to arrange for work-

relatedd needs. Thus, if a given task required a car or a motorcycle, 

itt was up to the officers themselves to "organize" transport. Most 

often,, this entailed "borrowing" motorcycles from tauke car 

retailers.. The latter, however, would avoid as much as possible 

keepingg too many motorcycles in stock because the "borrowing 
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business""  of this kind meant losses due to frequent damage and the 

unwillingnesss of other customers to buy such "used items". The 

systemm of collections and donations also had to be employed in the 

procurementt of basic office equipment, computers, stationary, etc. 

However,, by collecting fees not only from sawmills, loggers and 

locall  businesses, but also by pursuing side businesses over longer 

distances,, for example, smuggling various consumer goods from 

Tawau,, Malaysia, the policemen, army troops and their regional 

civill  servant associates managed to make a substantial extra 

income. . 

Byy the late 1999s, timber became by far the most lucrative, sought-

afterr and booming business in Berau. While it was still, to a large 

extent,, associated with manual extraction of logs for processing in 

sawmillss (both without licenses), increasingly the focus shifted to 

moree intensive logging operations in village forest concessions that 

becamee available at that time (see Chapter 6). Among the people in 

thee coffee shop who employed groups of loggers to cut timber for 

sawmillss was Ronny. Ronny had several logging teams cutting 

treess and loading squared blocks of timber on trucks along the road 

betweenn Berau and the neighboring district of Bulungan. They 

workedd in full view of people driving by in busses, government 

carss and private vehicles. This did not concern him much, because 

hee regularly provided small payments to security and 

administrationn officials posted in, or frequenting, the area where he 

worked.. If they met in the coffee shop, he treated them. Together, 

theyy formed a steady network of partners operating on quid pro quo 

basiss with few surprises. 
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Higher-levell  officials were the responsibility of the buyer of 

Ronny'ss timber - Haji Joni. As one of the largest timber 

businessmenn in Berau, he was renowned to have most the 

"importantt government people" in the district on his payroll. When 

II  chatted with him on several occasions, he emphasized that this 

wass not something new or unusual in the timber business. "That's 

howw people here, both big and small, can make some money. Look 

att all the houses being built and cars that government officials buy. 

Doo you think they pay for it with their salaries? I pay some people 

andd other businessmen pay others. After that, it's all taken care of 

andd we can do business. It has always been like this - my father 

andd grandfather did it too"5. 

Regionall  administration and security officers indicated that before 

thee 1998 upheaval, one could pursue fee-collecting activities and 

otherr side businesses at will . However, it was important to toe the 

politicall  line of the Golkar party {Golongan Karya) and be in tune 

withh its local functionaries (pengurnsf. Some older individuals 

reminiscedd about the similar situation under PNI {Partai Nasional 

Indonesia,Indonesia, Indonesian National Party) before 1965. Soon after the 

falll  of the New Order government, the political strings attached to 

off-bookk businesses were far fewer. In fact, they said, the new 

partiess that sprang up everywhere after 1998 made such activities 

easier,, offering administrative facilities and shortcuts in exchange 

forr electoral support (see Kompas 1999b). 

55 Interviews in 1999 and 2000. 

Golkarr dominated Indonesian politics between 1971 and 1998. It continues to 
bee one of main political parties in Indonesia. 
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1.11 Thesis objective 

Thus,, illegal activities associated with timber in Berau, East 

Kalimantan,, were not the result of post 1998 explosion of criminal 

gangs.. Instead, these activities were occurring as part of, or side-

by-sidee with, official government functions and duties. How was 

thiss possible and how could this be explained? I began to realize 

thatt there were two overriding economic and political factors at 

play.. Economically, illegal timber (and other) revenues were 

importantt to fil l in drastic income shortages of local participants 

suchh as police, military, civil servants and private entrepreneurs. 

Politically,, illegal timber sector was useful for regional and 

nationall  power-holders in Jakarta because it generated the loyalty 

off  those participating in illegal timber activities as well as their 

followers.. All of this was accomplished by means of patron-client 

networkss that permeated government and business environment 

andd were steeped in local history.7. 

Thee fact that such illegalities did not only impair the functioning of 

thee local government in Indonesia, but were in fact necessary for it 

too operate was observed, several decades ago by J.C. van Leur 

(1955)) and W.F Wertheim (1964). This situation was the result of 

thee historical domination of social, economic and political 

interactionss in the region (by relations of patronage, see below for a 

detailedd discussion of this and other related terms). Within such 

relations,, illegalities in the present sense of the term did not exist 

II  borrow the term "clientelist coalitions" from McCarthy (2002). 
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becausee public and private spheres were not separated in the 

tributaryy rule that prevailed in the Indonesian archipelago in the 

pre-coloniall  times (Schrieke 1957). 

Duringg the colonial period, the traditional rule based on patronage 

begann to change as a result of the introduction of modern 

bureaucraticc government. However, the changes were limited by 

thee exigencies of indirect rule in the Netherlands East Indies. 

Nonetheless,, practices by the native elite, (particularly in Outer 

Indonesia),, that in modern terms would be deemed corrupt or 

illegal,, were nevertheless tolerated as a means to maintain their 

prestigee (Wertheim 1964:121). 

Afterr Indonesia became an independent country, the exigencies of 

nation-buildingg and party-building continued to make use of 

patronage,, turning this traditional form of power relations into a 

modernizedd and deeply-engrained element in the governance of the 

countryy (Wertheim 1968; 1984). The tremendous expansion of 

bureaucratic,, political and military cadres that accompanied these 

processes,, without a parallel development of proper economic 

resources,, led to the emergence of "shared poverty" in mid and 

loww level government institutions (Wertheim 1964:126). It is these 

conditionss of economic need and political expedience that result in 

whatt are viewed as illegalities. 

Itt appears that as long as activities such as illegal logging provide 

importantt functions to the society at large and power-holders in 

particular,, they activities wil l persist, regardless of the official 
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pressuree to suppress them (Wertheim 1964:130; Alatas 1968; 

Carinoo and Alfile r 1986; Robertson-Snape 1999). Thus, in this 

thesiss I focus on a functional analysis of the enduring and evolving 

naturee of illegal logging in East Kalimantan that identifies the 

historicall  formation of governance based on patronage and 

clientelismm and multidimensional utility of timber-based income 

withinn such context as the primary cause. Within this framework, I 

seekk to explain the specific functions that illegal logging has served 

thoughh time, by identifying the stakeholders that have participated 

inn it and showing what benefits they have derived from it and how. 

Thiss wil l help to explain how illegal logging has reached the 

currentt state of uncontrollability and what measures could be taken 

too curtail it. 

1.22 Patronage and clientelism in Indonesian government 

Thee patron-client dependency relations are considered instrumental 

inn explaining the [misjuse of power and resources in Indonesian 

politicss and economy8 (Crouch 1975, 1978, 1979; King 1982, 

2000;; Robinson 1981, 1986). Dwight King (2000:609), for 

instance,, defines patronage or patrimonialism as a "pattern of 

politicss in which the ruler's power derives primarily from his 

capacityy to win and retain the loyalty of key sections of the political 

elitee by satisfying their aspirations, especially their material 

interests,, through the distribution of perquisites such as fiefs and 

benefices".. He also emphasizes the important role that patronage 

g g 
Forr more on patronage-based and bureaucratic-authoritarian politics in 

Indonesia,, see Lev (1964), Crouch (1972, 1979), and Liddle (1985). 
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relationss have historically played in Indonesian politics, 

continuouslyy requiring economic "fuel" in the form of discretionary 

dispensationn of benefits (King 1994, 1996). 

Whilee some scholars have tended to see the traditional, particularly 

Javanese,, paternalistic relations as shaping Indonesia's modern 

governmentt and society in a rigid fashion (e.g. Geertz 1956; 

Andersonn 1972), others considered them much more changeable 

andd adaptable (e.g. Wertheim 1964, 1968, 1984; Jackson 1974, 

1978;; Jackson and Pye 1978). The traditional Javanese patron-

clientt relations have been described as "dyadic, vertical, personal, 

unequall  and reciprocal" (Dauvergne 1997:60). Such relations did 

nott constitute simple exchanges of favors, but were characterized 

byy a mutually accepted sense of following a divinely ordained 

cosmicc order. Thus, the client did not expect an immediate return 

onn his services. Rather, the reward would come as a fateful 

consequencee of well-performed duty. The patrons, on the other 

hand,, "were expected to serve as provider[s], protector[s], 

educator[s]]  and source of values" to their clients (Jackson 1978). 

Whetherr such a pure model of patronage relations has ever existed 

iss debatable. As Richard Robinson (1978:25) notes, "[patrimonial 

bureaucracyy in Indonesia has its origins in the pre-colonial 

JavaneseJavanese kingdoms, where the king distributed appanage benefices 

too supporters, clients and family". However, far from idealistic 

reciprocityy and fateful conformity, such a "bureaucratic office [...] 

entitledd the office-holder to make use of the office for private 

politicall  and pecuniary ends" (Robinson 1978:25). 
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Suchh an element of pragmatism is also evident in works on 

transitionn from traditional to modern patron-client relations in 

Indonesiaa and Southeast Asia (Scott 1972a, b; Scott and Kerkvliet 

1973;; Emmerson 1978; Sutherland 1979; Walker and Tinker 1975; 

Appoldd and Phong 1996). Transformation of this kind has occurred 

ass a result of modernization induced by colonialism, post-

independencee political and economic changes and accelerating 

humann migration from villages to urban centers. These processes 

havee produced qualitatively distinct forms of patron-client 

relationshipss that are "more limited, instrumental, opportunistic, 

specialized,, achievement-based and focused on the recent present 

ratherr than the distant past" (Jackson 1978). In such relationships, 

thee players are much more pro-active and seek, as much as 

possible,, immediate reciprocity. While some elements of etiquette 

andd remnants of honorific displays may still persist, the operational 

mechanismm of such modern relationships is fundamentally different 

fromm traditional formulations. The key distinction is that it is much 

moree unstable than in the past, as it is based on cost-benefit 

calculationss by both clients and patrons (Dauvergne 1997:61). 

1.33 The role of patrimonialisni in the political explanation of 

deforestation n 

Thee model of clientelism and patronage in connection with illegal 

exploitationn of forests has featured prominently in the political 

explanationn of deforestation in Indonesia and Southeast Asia (Hurst 

1990;1990; Dauvergne 1994, 1997). The political explanation of the 
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degradationn of forests for timber sees the crux of the problem in the 

prevailingg pattern of national politics in the region where political 

processess take place as a result of intra-elite ploys in which 

decision-makingg power is exercised in exchange for economic 

compensationn of the followers (Broad 1995). Such compensation 

oftenn takes the form of unlawful exploitation of timber or other 

naturall  resources. As such, political explanation of deforestation in 

Southeastt Asian countries is based on a model that involves "the 

exchangee of economic rents for the political support of the 

recipients""  (Ascher 1998:53). 

Thee proponents of such an explanation for forest misuse in 

Indonesia,, while agreeing on the overall framework, differ in their 

emphasiss of its constitutive elements. Michael Ross (1996, 2001), 

forr instance, considers boom-bust cycles in timber trade that 

temporarilyy cause sharp increases in economic value of timber as 

thee primary reason for timber periodically becomes an economic 

"booty""  distributed in exchange for political patronage. 

Davidd Brown (1999, 2001) concentrates not so much on fluctuating 

economicc value of timber and its implications for the extraction of 

wealth,, but on the fact that Indonesian government (as well as other 

neighboringg countries) has intentionally put in place a forest 

managementt framework that deprives the country of most of the 

incomee from timber, diverting it instead in the form of rents to 
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privilegedd elites and their clients9. Christopher Barr (1998, 1999) 

specifiess how such a transfer of economic rents to the ruling elites 

inn Indonesia has been fine-tuned within the context of timber 

industryy monopolies under the Suharto regime. 

Thee political explanation of the degradation of forests for timber in 

Indonesiaa and Southeast Asia, at the core of which are national 

politicall  systems driven by inter-elite exchanges of economic rent 

andd political patronage, has been useful in explaining the 

implicationss of large-scale, national or industry-wide timber 

operations.. However, in remote, rural and local settings, 

dependencyy relations associated with extraction of timber, while 

certainlyy also key for shoring up personal positions and political 

interests,, have played an additional very significant role as a crucial 

meanss to generate supplementary income for personal and 

institutionall  subsistence needs. My interaction with loggers, timber 

traderss and government officials in East Kalimantan confirmed the 

locall  economic significance of patron-client bond. It also became 

clearr that dependency bond of this kind is not of "traditional" 

nature.. Rather, it is much more closely resembles cooperative, 

symbiotic,, quid-pro-quo exchange relationship where individuals 

involvedd act as partners. As a result, local illegal logging and 

timberr trade networks are better viewed as clientelist coalitions of 

sortss that are constant, continuous and tied to subsistence concerns 

too much greater extent than large-scale forestry sector10. 

Brownn defines rents as above normal profits that occur when returns on an 
investmentt are more than 25 percent (1999:1). 

II  borrow the term "clientelist coalitions" from McCarthy (2002). 
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1.44 The historical rooting of clientelist networks' economic 

andd political reliance on timber 

Itt is clear that illegal logging in Indonesia is of considerable 

antiquity.. The small-scale theft of timber and other forest products 

inn Indonesia had already constituted a serious problem in the 

coloniall  period.In this period it was caused mainly by government 

regulatoryy frameworks that did not accommodate local livelihood 

whichh depended on forests (Potter 1988; Peluso 1992a, 1992b, 

1992c,, 1992d; Hüsken 1997). The colonial government perceived 

Java'ss teak forests as a valuable natural asset, to be controlled 

directlyy by the government, or exploited only with its exclusive 

permissionn (Peluso and Vandergeest 2001). Thus, the indirect rule 

inn Java was limited to only 7 percent of its area, enabling easier 

removall  of many rural communities from the forest, to which they 

traditionallyy had access (Vandenbosch 1941:133). Any subsequent 

attemptss to continue the customary ways of exploiting forest 

resourcess were criminalized by the authorities. 

Thee situation was significantly different in the area of present-day 

Eastt Kalimantan. There, indirect rule as the centerpiece of the 

Netherlandss East Indies' ethical policy for political decentralization 

throughh native states was much more in effect (Vandenbosch 

1941:150,, 155). As a whole, more than 50 percent of the area of the 

Outerr Islands was under the administration of native sultanates 

(Vandenbosch:: 133). 
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Inn the case of Kalimantan, the widespread application of indirect 

rulee was mainly the result of its vast size and the perception of its 

beingg a burden rather than a valuable possession (Black, 1985). The 

forestss in Kalimantan and the other Outer Islands were viewed, in 

general,, as commercially much less important, primarily due to 

difficul tt access and high costs of exploitation. Consequently, 

indirectt rule afforded local native leaders outside Java a 

considerablee degree of control over utilization of forests for timber 

andd other resources (Furnivall 1944:325). Gradually, however, the 

authorityy of native states over forests diminished as a result of 

dualitiess in virtually every aspect of their administrative, economic 

andd political life that allowed the colonial central government to 

intervenee (Vandenbosch 1941:147-157). 

Inn the mid 1930s, as industrial logging became viable and tropical 

timberss such as Meranti or Keruing (until then disparagingly called 

wildehout,wildehout, or wild timber) became marketable the sultans' right to 

issuee forest concessions in Kalimantan were officially withdrawn in 

favorr of direct control by central government authorities. However, 

thee sultans were allowed to continue to exact levies on forest 

productss extracted by their subjects for subsistence needs (Lindblad 

1988:139-140).. In addition, as "traditional lords of the domain", 

theyy also received preferential treatment in obtaining timber 

concessions.. These were for the most part exploited through a long-

establishedd (and by the mid-1930s outlawed) system of sub-

contractingg intermediaries. Through such means, coalitions of 

locallyy significant stakeholders (sultans, their families, court 

representatives,, entrepreneurs, etc.) sought to continue to realize 
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economicc benefits and to prop their waning political prestige. As a 

cruciall  source of additional income for the needy and important 

opportunityy for local power-holders to generate financing with 

whichh to bolster authority, illegal timber sector over time became 

ann ingrained element in economic and political life in East 

Kalimantan. . 

Thee framework of such coalitions in East Kalimantan has persisted 

throughh time with littl e change. The only element that appears to 

havee changed is the constellation of participating stakeholders. 

Followingg Indonesia's independence, this coalition initially 

widenedd to include local government bureaucracies and the security 

apparatuss and then (after 1960) it contracted as a result of the 

eliminationn of former ruling classes. It was during this time that the 

duall  role of illegal logging (and other illegal sectors) as a source of 

economicc supplementation and as a tool for political mobilization 

developedd a significance far beyond what it was during the period 

off  Dutch indirect rule. 

Wee find the reasons for this in the progressive deterioration of the 

economicc and political situation in Indonesia in the 1950s and 

1960ss itself caused by concurrent processes of nationalization of 

thee economy (Indonesianization) and construction of the nation-

widee system of political parties and government bureaucracies (De 

Meell  1951; Donnithorne 1954; Feith 1954; Higgins 1956; Sutter 

1959;; Glassburner 1960; Anderson 1983). The flight of foreign 

capital,, parasitic private enterprise in Indonesia (benteng) and 

mismanagementt of nationalized sectors led to the gradual shrinking 
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off  an economy that was marred by rising deficits, by growing 

inflationn and an increasing inability to provide for the fundamentals 

off  national governance (Paaw 1955a, b; Swianiewicz 1958; Van 

derr ICroef 1959; Pauker 1961; Glassburner 1962; Mackie 1962; 

Schmittt 1963; Thomas and Panglaykim 1967). 

Thee effects of economic deterioration in Indonesia in the 1950s and 

earlyy 1960s were widespread. Within the government apparatus, 

thiss situation was perhaps felt most acutely by middle-and low-

levell  civil and military officials whose numbers expended 

dramaticallyy during this period, particularly in rural areas. The 

provincess and districts in Outer Islands (generally called daerah) 

chafedd under the centralized rule of Jakarta on which they 

dependedd for up to 70 percent of budgetary needs, a fact that 

causedd much resentment (Paaw 1955b; Higgins 1956:120). This 

wass particularly the case given the fact that legal provisions for 

decentralizedd governance were available since at least 1948, but 

neverr came into effect11 (Palmier 1960). 

Thee rapidly-growing bureaucratic aparat expanded from 250,000 

peoplee before the Second World War to 1.3 million by 1955, nearly 

aa five-fold increase within the time span of 15 years. About half 

thatt number where stationed in rural areas, proportionately most of 

themm in Java (Van der Kroef 1959:51). However, this growth of the 

Thee local government law of 1948 was an adapted version of a colonial 
legislationn that was used as the basis for local administrations in Java, Sumatra 
andd Borneo (Plamier 1960:171). For more on the problems of centralization and 
decentralizationn in Indonesia at that time, see Legge (1957, 1961) and Maryanov 
(1959). . 
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bureaucracyy was not accompanied by parallel development of the 

officiall  means of subsistence. On the contrary, the official income 

off  civil and military bureaucracies in the country was becoming 

increasinglyy meaningless, for "the average government official 

couldd live for only eighteen days on his monthly salary, which 

openedd up excellent prospects for corruption" (Grant 1964:82; 

Mackiee 1962:351). 

Itt is true that sums earmarked in the national budget for civil 

servicee were high, increasing from 21.3 percent of the overall 

budgett in 1952 to 34 percent in 1956 and 38 percent in 1958. 

However,, these increases were funded by deficit spending 

accomplishedd with littl e more than printing money that, in turn, led 

too a running inflation12 (Van der Kroef 1959:70). Just as the 

Indonesiann Rupiah lost about 60 percent of its value between 1954 

andd 1960, the cost of living rose over 400 percent between 1953 

andd 1961 (Pauker 1961:130). In addition, following the 

nationalizationn of Dutch businesses in late 1957, military and civil 

stafff  charged with managing those enterprises had their wages cut 

byy nearly 60 percent13 (Mackie 1962:354). Nevertheless, these 

wagess were still not considered as poor because the salaries of 

"estatee managerial staff', despite the sharp reductions, were "far 

moree than [those of] ordinary civil servants" (Mackie 1962:354). 

Indonesia'ss problem of inflation at that time is best expressed by the changing 
amountt of money in circulation. "In 1954 the total money volume in circulation 
wass 11.1 billion Rupiah; in 1955 12.2 billion; in 1956, 13.3 billion; in 1957. 18.9 
billion;; in 1958, 26.9 billion; for 1959 a total of 34 billion is estimated" (Van der 
Kroeff  1959:70). 

Thee wages declined from 10,000-15,000 Rupiah per month before 
nationalizationn to 3.000-5,000 Rupiah per month after (Mackie 1962:354). 
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Becausee Jakarta had very littl e money to distribute, in the late 

1950ss and early 1960s, the outer regions regularly faced a near total 

lackk of resources for even the most basic government functions and 

needs.. Inspite of the fact the new decentralization regulation of July 

19588 entitling the regions to receive from Jakarta 30 percent of all 

currencyy earnings and 50 percent of export taxes generated by 

them,, it was never realized (Van der Kroef 1959:72). Instead, up to 

800 percent of the national budget was allocated to the military 

purposes,, initially necessitated by campaigns to suppress regional 

separatistt movements and thereafter to launch operations to wrest 

thee control of West New Guinea from the Netherlands and to 

opposee the formation of Malaysia {Konfrontasi) (Anderson 

1965:78).. Faced with the reality of near non-existent official 

budgetss and almost total isolation from the outside world following 

thee withdrawal of Dutch KPM interinsular shipping lines in 1957 

(itt took more than two years for Pelni to fill  the void created by this 

departure),, the daerah were forced (and expected) to resort to 

whateverr means were necessary to "make ends meet" (Van der 

Kroeff  1959:72). 

Thee regions' preferred means of accomplishing this goal was 

throughthrough so-called "barter trade". This term was used 

euphemisticallyy both by the daerah as well as Jakarta to refer to 

"illegall  export and import of goods outside the official system of 

foreignn trade controls"14 (Mackie 1962:354). As this was the only 

Thiss understanding of barter trade in Indonesia continues until today. In a 
recentt study of barter trade between Sabah (Malaysia), Indonesia and the 
Philippines,, Gwendolen Vu (1997) makes the qualification that barter trade 
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practicall  way to generate funds for institutions and individuals, the 

outerr regions plunged headlong into illegal trade of this kind. 

Perhapss the best illustration of how and by whom it was undertaken 

inn the late 1950s comes from copra trade in North Sulawesi: 

Inn the areas outside Java, power now rests with the 

armyy commanders. In Celebes, for example, Colonel 

Sumual,, the commander is in complete control [...]. 

[I] nn the old town of Manado, in north Celebes, [he] 

permits,, even encourages, the trade with [the Malaysian 

portt of] Tawau, for by the permits he grants to the 

sailingg vessels he secures enough to pay his army. The 

levy,, which is paid willingl y enough, in ports as far 

apartt as Manado, in the furthermost north-east tip of 

Celebes,, Tolitoli , in the north-west, and Butung, down 

inn the southeast, ranges from $2000 to $500. Once the 

levyy is paid the boats can sail across to Tawau, and 

securee the best possible price for their copra. There are 

noo other regulations (except that they are denied the use 

off  an engine, outboard or otherwise, as Sumual would 

nott be able to catch them), no restriction on port of exit, 

noo insistence that one "national" firm must be used, no 

controll  whatever. The result is an ever-increasing trade, 

off  great benefit to both sides (Tregonning 1960:223). 

betweenn these countries is "not the traditional barter trade in the strictest sense 
(exchangee of goods) but rather imports and exports of mainly consumer goods 
thatt use the mode and route of barter trade" (Vu 1997:45). 
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Tawauu was a hub in Malaysia for illegal trade of not only copra 

fromm Celebes, but also other products from East Kalimantan, for 

example,, rubber and timber. While illegal trade of this kind was 

seenn as a natural substitute for (temporary) malfunctioning of the 

nationall  economy, its expansion and entrenchment would 

eventuallyy prove practically impossible to reverse. This was 

becausee even though the daerah was generating some income 

throughh the"barter sector" in seemingly independent fashion, it was 

neverthelesss doing so at a considerable cost to the budget of the 

centrall  government. In 1961, for instance, the central government 

estimatedd that the 100,000 tons of copra and 100,000 tons of rubber 

thatt were being smuggled out of the country each year resulted in 

annuall  revenue losses for Jakarta of US$19 million and US$64 

million,, respectively (Pauker 1961:124; Simkin 1970:27). Such 

multiplee drains created a vicious circle in which drastic revenue 

shortagess suffered by Jakarta were worsened by "barter 

economies",, thus deteriorating further Jakarta's ability to allocate 

fundss to regions, which in turn intensified the need for more illegal 

tradee activities. 

Justt as the nationalization of Indonesian economy was being 

accomplishedd in the 1950s, there was a parallel movement toward 

enablingg mass political participation in Indonesia through the 

developmentt of national parties. Since "[bjuilding nationwide 

partiess in a nation of roughly 100 million people was naturally an 

expensivee proposition, [t]he leaders found that a cheap way to 

developp their organizations was to enroll supporters inside the state 

apparatus""  (Anderson 1983:483). As a result, bureaucratic cadres 

26 6 



swelledd tremendously, reflecting, by the mid-1960s, a six-fold 

increasee compared to the pre-war period. 

Inn the context of such tremendous membership growth and political 

participation,, illegal economic activities became significant not 

onlyy as a crucial source of income for revenue-starved districts, but 

alsoo as a reward in the game of political patronage. Clearly, during 

thee initial years of Indonesia's independence, the country's unity 

hingedd not only upon sustaining revolutionary zeal but also on 

skillfull  cooptation of locally influential aristocratic leaders. Just as 

increasingg the membership base was critical for Indonesian 

politicall  parties to develop national reach, it was important to net 

locallyy influential figures and secure their support (especially for 

PNI,, Masjumi)15. The cooperation and support of such figures was 

routinelyy secured with economic incentives. In Java, among such 

benefitss were tax exemption and de facto suspension of land 

reformss for landowners, whereas in outer provinces the traditional 

rulingg class where given top civil service positions as well as a free 

handd to pursue informal economic activities16. While in the early 

yearss of Indonesian independence this quid pro quo system was 

appliedd to locally influential traditional elites, in the late 1950s and 

duringg the 1960s the elite(s) gave way to the military and police. 

PNII  (Indonesian National Party) and Masjumi (Consultative Council of 
Indonesiann Muslims) were the two largest parties in Indonesia in the early 1950s. 

Forr details on how such politics of cooptation functioned in the provinces of 
Eastt Kalimantan and the district of Berau, see Chapters 2 and 3. 
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Itt eventually became clear, however, that Sukarno's nationalist 

policyy of popular mobilization and participation in Indonesia, 

financedd largely by illegal economic sectors could not be sustained 

indefinitely.. The huge mobilization of competing popular 

movementss required resources that, already scarce at the outset, 

experiencedd rapid deterioration. While in the outer islands the 

progressivee disintegration of the functioning and services of the 

officiall  governance could to some extent, have been remedied by 

liquidatingg locally available natural resources, this was not possible 

inn Java. There, "hyperinflation exacerbated domestic antagonisms 

too the point of explosion" and initiated rural violence that played a 

majorr part in, as well as immediately after, the abortive coup d' état 

off  September 1965 (Anderson 1983:486). 

Generall  Suharto, who took over after Sukarno's forced retreat in 

1966,, recognized that the greatest mistake his predecessor had 

madee was trying to govern the country based on the system of 

patronage,, without sound macro-economic fundamentals in the 

country.. In contrast to Sukarno, Suharto "always took a long-term 

view,, in which sustained growth was essential to the flow of rents 

and,, consequently, to his hold on power" (McLeod 2000:22). 

Suhartoo knew that in order to be in control, "[t]he apparatus had to 

bee provided with a stable hierarchy of emoluments, and at a 

sufficientt level to command a unified subordination and loyalty" 

(Andersonn 1983:488). Thus, the New Order government embarked 

onn the path of perfecting the system of governance based on 

patronagee financed with extra-legal revenues. 
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Thee changes were slow in coming, however, as Suharto, seeking in 

thee late 1960s to consolidate his political position first, was 

compelledd (in a fashion similar to Sukarno's) to give the military 

andd civil bureaucracies in the regions an essentially free hand to 

pursuee business enterprises of any kind. This brought "barter trade" 

backk to the forefront, as "[rjegional authorities were [again] active 

inn obtaining the necessary funds often by-passing Djakarta. For 

somee outer islands smuggling of export goods to Singapore, 

Malaysiaa or the Philippines provide[d] the answer to financial 

problems,, or to the question of how to be financially better off' 

(RIMAA 1969b:58). The Indonesian government estimated that, in 

1969,, nearly 70 percent of all smuggling activity between Sumatra 

andd Singapore was carried out in coordination with, or directly by, 

locall  military units (RIMA 1969b:37; Simkin 1970; Richter 1970). 

Justt as the military and bureaucracies controlled by it keenly 

engagedd in local "barter trade" during this early formative period of 

thee New Order, Suharto moved to implement reform-mandated cut-

backss in the military budget "to less than 40% of its basic 

operationall  needs" (RIMA 1968a:30) and simultaneously to 

authorizee the expansion of the civil service (already numbering 2.5 

millionn people) by nearly one-third (RIMA 1969c:71). These 

seeminglyy contradictory moves had two objectives: 1) to emphasize 

Suharto'ss goodwill in aiding bureaucratic (informal) subsistence 

strategiess in times of crisis17 and 2) to prepare the ground for a 

AA study carried out in 1969-1970 on rising corruption in the daerah gives a 
clearr indication as to why it was absolutely necessary for government/military 
officialss to be involved in extra-official income-generating activities. Theodore 
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politicall  offensive to ensure monoparty loyalty and thus strengthen 

thee president's position politically. The latter was accomplished 

when,, in the preamble to the 1971 elections, Suharto issued the 

Presidentiall  Regulation (Keputusan Presiden) no. 6/1970 that 

"deniedd [civil servants] the right to engage in political activity and 

[...]]  required [them] to show 'monoloyalty' to the government" 

(Emmersonn 1978:106-107). The newly-expanded bureaucratic 

cadres,, penetrated by the military and enjoying a free hand in 

economicc affairs, performed splendidly in generating the desired 

"monoloyalty".. Suharto's Golkar party won a resounding electoral 

victoryy in 1971, establishing a trend that would continue well into 

thee 1990s under the guidance of Korpri "a union for all civil 

servantss [established after the 1971 elections] to enforce 

'monoloyalty'' organizationally" (Anderson 1983:492). 

Followingg the successful establishment of monoparty loyalty, and 

withh dynamic economic expansion in the country firmly in place, 

Suhartoo felt secure enough to begin reining-in the free-wheeling 

barterr economies in outer regions in order to steer a greater share of 

benefitss to himself and to his main support groups. As the forestry 

sectorr fueled by foreign investment boomed in the early 1970s, he 

turnedd to structure it into one of most important instruments of a 

sustainablee system of economic and political patronage. This was 

accomplishedd by 1) eliminating small-scale banjir kap logging 

(anchoringg one of the most important "barter trade" activities) in 

Smithh (1971:29) shows that the majority of district and sub-district officials at 
thatt time needed wage increases in the order of 300 percent or more before they 
wouldd consider giving up "extra-governmental jobs'" 
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favorr of capital-intensive, large logging concessions and 2) 

structuringg forestry regulations in such a way as that 

concessionariess could capture nearly all profits from timber 

(Koehlerr 1972:108; Achmad 1992; Broad 1995:325; Firman 

1999:112).. The major beneficiaries of such rent "were top military 

leaderss granted concessions and the Indonesian Chinese loggers 

broughtt in to provide the expertise and operational capability in 
11 R 

partnershipss with these officers (Ascher 1998:52). In exchange 

forr being undercharged "for the concessions and royalties, [...] 

thosee loggers in return have applied part of their profits to the 

developmentt projects that the president has signaled as his 

priorities""  (Ascher 1998:38). 

Suchh moves toward centralizing the system of timber rents and 

patronagee did not mean, however, that the medium-and low-level 

players,, until then entirely dependent on banjir kap and related 

illegall  timber trade for income, were "out of the game". On the 

contrary,, as president's personal rule strengthened, there were clear 

provisionss in place for the participation of all bureaucratic levels in 

illegall  economic sectors. The lower civil service classes were free 

too pursue entrepreneurial activities of any kind as long as they 

displayedd political loyalty, cumulatively did not undermine macro-

economicc conditions in the country and shared proceeds from 

illegall  business by providing "payments"19 (McLeod 2000:18). 

Brownn (1999:1) defines rents as returns on the investment higher than 25 
percent. . 
19 9 

Inn this context, Ross McLeod (2000:19) very appropriately observes, "the 
endemicc corruption at all levels of bureaucracy should not be interpreted as an 
unintendedd shortcoming of Soeharto's Indonesia. Rather, it reflected a conscious 
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Thuss the scene was set for the continuation of "illegal economies", 

att all levels, with which to fuel the governance in Indonesia based 

onn such more sophisticated framework of patronage relationships. 

Throughoutt the 1980s and much of 1990s, the power-holders in 

Jakartaa benefited enormously not only from intensification of the 

concessionn logging (HPH) sector but also from vast expansion of 

timberr processing industries such as plywood and pulp and paper 

(Barrr 1998, 1999, 2001; Brown 2001). All the while, lower 

bureaucraticc layers operated on their own, generating unofficial 

personall  and institutional sustenance in return for political 

disciplinee and loyalty to Golkar-dominated cabinets. This 

frameworkk worked well until 1998, when it suddenly became a 

causee for concern to foreign investors and financiers in Indonesia 

stungg by the catastrophic economic collapse in Thailand a year 

earlier.. Excessive concentration of power over economy by a 

handfull  of leading individuals from within the president's inner 

circlee made foreign investors extremely wary, triggering capital 

flightt and subsequent economic collapse in Indonesia. 

Inn the aftermath of the fall of Suharto in 1998, Indonesia has 

engagedd in a process of significant political changes toward 

democratization,, decentralization and regional autonomy (Smith 

1999;; Kohar 2001). However, it remains to be seen just how far 

thiss transformation wil l be able to affect the historical system of 

effortt to generate and harvest rents from business (and. to a lesser extent, from 
individuals)) at all levels''. 
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governancee based on patronage and clientelism deriving from 

illegall  economic activities {Kompas 1999c). 

Thus,, in an attempt to explainthe phenomenon of illegal logging in 

Eastt Kalimantan, this thesis proposes to view it as an outcome of 

locall  governance that has been historically based on patronage and 

clientelismm comprised of networks of clientelist coalitions oriented 

mostlyy toward fulfillin g localized economic subsistence and 

politicall  needs. Whether during the colonial period of indirect rule, 

Sukarno'ss Old Order, Suharto's New Order and the post-1998 era 

off  Reformasi, decentralization and autonomy, the dual role of 

illegall  logging as a means of supplementing income necessitated by 

recurringg economic crises and as an expedient tool to win loyalty 

andd generate political support, has been remarkably constant . 

1.55 Thesis structure 

Too explain how these functions of illegal logging developed in East 

Kalimantann over time, this thesis is divided into the following 

chapters: : 

Chapterss 2 and 3 provide an analysis on the provincial level, 

explainingg how illegal logging emerged historically in East 

Kalimantann as a constellation of multi-stakeholder interests within 

thee context of indirect rule during the colonial period and 

subsequentt independent national governance. At the same time, the 

chapterss elucidate how the illegal logging sector in East 

20 0 
Forr the nearly identical role of "illegal economies" in Myanmar, see Kyaw 

Yinn Hlaing (2000). 
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Kalimantann developed its economic and political utility within the 

contextt of local governance. 

Chapterr 4 travels down the administrative ladder to zoom in on the 

districtt level. It describes the historical process of the emergence 

andd development of multi-stakeholder economic and political 

significancee of illegal logging in one of the districts in East 

Kalimantan,, namely Berau. 

Chapterr 5 presents the most detailed examination, a micro-

perspectivee on illegal logging and timber trade in Berau by delving 

intoo interpersonal relationships, interactions and transactions 

makingg up the illegal timber sector. It seeks to present a tangible 

imagee of everyday behavior of the players involved in the informal 

timberr sector and of their political and economic purposes. 

Chapterr 6 brings the analysis back to the province level in order to 

determinee why, despite democratization and implementation of 

regionall  autonomy after the fall of Suharto in 1998, illegal logging 

intensifiedd and expanded. Despite a post-New-Order setting, it is 

clearr illegal logging in East Kalimantan continues to be the means 

withh which to secure specific political and economic returns. The 

onlyy new element is that post-1998 constellation of stakeholders 

seekingg to benefit from illegal timber has become the most 

extensivee and complex yet. 

Chapterr 7 concludes with a cumulative summary of the discussion 

inn the chapters of this thesis and provides a conclusion that 
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emphasizess the historically crucial link between governance in East 

Kalimantann based on clientelist networks and illegal logging as an 

economicallyy and politically important means of their 

operationalization. . 
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CHAPTERR 2 

ILLEGALITIE SS IN THE TIMBE R ECONOMY OF 

SOUTHEASTT BORNEO BEFORE THE SECOND WORL D 

WAR R 

Thiss chapter is the first in the series of four (Chapters 2, 3, 4 and 5) 

thatt are designed to show with an increasing degree of specificity 

howw the system of governance based on patronage and clientelism 

evolvedd and functioned over time in the province of East 

Kalimantan,, and how fueling the development of the illegal logging 

sector.. A province-level focus is intended to show how off-budget 

financingg developed into an economically crucial lifeline for 

institutionss and individual stakeholders and how timber became 

onee of key sources of such unofficial financing and, associated with 

it,, political interactions. 

Inn order to understand illegal logging practices, my analysis goes 

beyondd the acts of rural resistance, organized crime or national-

levell  elite power plays and turns to grass root level of East 

Kalimantan:: there a combination of political interests, subsistence 

concernss and greed have been the most important causes of the 

illegall  forestry sector to become a deeply engrained and 

functionallyy important force. 

Thiss chapter opens the discussion by tracing the development of 

illegalitiess in timber extraction and trade in the colonial period. 

Thesee are related to the politics of indirect rule whereby sultanates, 
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inn return for acting as colonial government proxies, temporarily 

retainedd a degree of control over some natural resources, 

particularlyy forests. With most of the important income-generating 

mineralss under Dutch control, forests became the abolster with 

whichh to reinforce vestiges of the traditional authority. 

However,, subsequent intensification and speculative nature of 

timberr exploitation led, in 1934, to the centralization of colonial 

forestt policy that banned logging based on agreements with sultans. 

Thee increasingly regulated and costly environment of timber 

venturess in Southeast Borneo in the mid-and late 1930s prompted 

widespreadd a reliance on sub contracting, which helped to preserve 

small-scalee logging methods, despite their being banned. 

Whilee the limited demand for tropical timber on world markets 

provedd to be a restrictive factor to both legal and illegal logging 

operations,, the Japanese occupation of Southeast Borneo between 

19422 and 1945, laid the groundwork for the emergence of timber as 

ann important source of income for economic survival primarily 

becausee it caused the improverishment and destruction of other 

(economic)) sectors. 

2.11 Shifting economic and political dynamics of the native 

statess in Southeast Borneo and the rising significance of forests 

Ass a result of the residency of Southeast Borneo, the area that 

formss present-day East Kalimantan came into direct administrative 

contactt with the Netherlands East Indies for the first time in 1853, 

37 7 



whenn J. Zwager was appointed as a district officer in Samarinda 

withh the responsibility of monitoring the developments in the 

sultanatee of Kutai (Von Dewall 1855; Zwagger 1866; Broersma 

1927a:: 156). Kutai was at that time by far the largest and most 

powerfull  kingdom in East Kalimantan, exercising tributary control 

overr the vast Mahakam River basin (Tromp 1889; Knappert 1905). 

Too the north, there were a number of smaller, self-governing 

entities.. The sultan of Sambaliung occupied the area between Cape 

Mangkalihatt and the Kelai River, whereas the Segah River basin 

wass the domain of Sambaliung's greatest rival, the sultan of 

Gunungg Tabur. The combined area of both sultanates was 

commonlyy referred to as Berau. Beyond Berau, there was one other 

independentt entity called Bulungan. The Bulungan sultanate had its 

centerr in Tanjung Palas, located near the estuary of the Kayan 

River,, and it claimed sovereignty over the vast interior regions of 

Apoo Kayan in the west and Tidung Lands in the north, both of 

whichh bordered the British territories of Sarawak and North 

Borneo. . 

Thee extension of Dutch supervision and eventual control over these 

areass was driven primarily by the colonial government's need for 

politicall  and economic normalization. In the late nineteenth 

century,, conditions in most of Southeast Borneo were said to be 

appalling,, for "[Dutch] officials sent on tours of inspection spoke 

off  anarchy in Pasir, corruption in Kutai, overt slave trade in Berau 

andd lawlessness in Bulungan" (Lindblad 1988:124-123). An 

additionall  and equally important reason for greater Dutch 

interventionn into sultanates' affairs was that interacted with various 
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westernn adventurers and traders, thereby arousing the suspicions 

withinn the Dutch colonial administration that there could be "white 

rajas""  with pro-British inclinations (such as the Brooks in Sarawak) 

establishingg themselves in Southeast Borneo (e.g. Tromp 1889; 

Knappertt 1905; Broersma 1927a; Lapian 1974; Black 1985). 

Therefore,, all sultanates in Southeast Borneo were compelled to 

signn alliance contracts with the Netherlands in quick succesion, 

thereby,, transferring to the colonial rulers all political, and most 

economic,, powers (Kutai did so in 1863 and other sultanates in 

1878).. Despite that by signing such contracts, sultans in effect 

becamee Dutch fiefs, they were nevertheless to continue to function 

ass leaders of autonomous entities and to run their own affairs 

independently.. Such remaining authority, however, was, gradually 

yett steadily, reduced. At the turn of the century, indigenous control 

overr such strategic resources as customs duties, was eliminated, 

andd their monopolies on salt and opium and authority over mining 

concessionss was ended (Lindblad 1988:124-127). Soon after, all 

sultanatess in Southeast Borneo had to sign the Korte Verklaring, or 

"shortt declaration", that brought the transfer of effective authority 

too the Dutch administration to completion^1. 

Inspitee of Korte Verklaring policy's placing all decision-making 

powerss into the hands of Dutch government officials, the idea 

Inn 1899, the Dutch offered the sultanate of Kutai, the largest and richest in 
Eastt Kalimantan, an "exclusive contract" instead of the Korte Verklaring in order 
too spare it the embarrassment. The other kingdoms signed the Korte Verklaring 
directly.. Bulungan did in 1906, and Sambaliung and Gunung Tabur followed in 
1909. . 
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behindd it was those powers, in as much as possible, would be 

exercisedd indirectly through the existing sultanate structures (Metz 

andd Beretta 1937:113-119). This approach, clearly inspired by 

then-popularr Ethical Policy towards indigenous peoples under 

Dutchh jurisdiction, resulted in overlaps and dualisms that had 

importantt implications for the involvement of sultanate 

administrationss with utilization and management of natural, 

particularlyy forest, resources. 

Onee of the most visible and tangible of such dualisms was an 

administrativee overlap. Initially, direct control by Dutch authorities 

wass imposed only on the most troublesome regions, such as Upper 

Mahakamm and Apo Kayan, both of which were infamous for tribal 

warfaree and headhunting (Grijzen 1925; Broersma 1927a: 155-222, 

235-241;; Haga 1941; Black 1985). The Upper Mahakam area was 

officiallyy taken away from the jurisdiction of the sultan of Kutai in 

19088 and became a launching pad for the pacification of Apo 

Kayan,, which was accomplished in 1921. The more accessible 

areas,, on the other hand, were incorporated into the official 

administrativee system of Southeast Borneo residency in the form of 

departmentss {afdelingen) and (after 1900) districts 

{onderafdelingen),{onderafdelingen), with the number of the latter increasing as a 

resultt of several administrative reorganizations before the Second 

Worldd War. In 1935, the area of present-day East-Kalimantan was 

dividedd into two departments (Samarinda and Bulungan/Berau) that 
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consistedd of five districts each22 (Lindblad 1988:127-130; Cribb 

2000:118,129). . 

ann assistant resident headed each department and he collected 

informationn and exercised power through controleurs (controllers) 

stationedd in the districts. Assistant residents, in turn, reported to the 

residentt for Southeast Borneo based in Banjarmasin. With such 

systemm in place, the sultanates were still considered important 

entitiess complementing the official colonial administration. The 

sultanates,, although divided or combined into districts, continued to 

existt as self-governing bodies {zeljbestuurlandschappen) in which 

administrative,, economic, and to a lesser degree, political measures 

weree aplied through established structures of traditional governance 

(Lulofss 1913; Kielstra 1919; Verbeek 1919). Within this context, 

sultanss were expected to continue to function as "lords of the 

domain",, although in close coordination with controleurs and their 

superiorss (Peluso 1983a; Magenda 1991). 

Thee ambivalent position of sultanates in Southeast Borneo, 

resultingg from their limited administrative powers and the 

simultaneouss need to function as self-governing bodies, was 

sharpenedd by their equally ambiguous economic and financial 

standingg (Lulofs 1913; Verbeek 1919). Before Dutch intervention, 

thee sultans of East Kalimantan generated most of their income from 

variouss export cukai fees imposed on the goods produced annually 

inn their respective domains. With the deepening penetration of 

Dutchh administration in the late 19th century, strategic resources 

Thee department of Samarinda comprised the districts of Pasir, Balikpapan, 
Eastt Kutai, West Kutai and Upper Mahakam. Bulungan/Berau included the 
districtsdistricts of Berau, Bulungan, Apo Kay an, Tidung Lands and Tarakan. 
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suchh as coal and oil fell under direct Dutch control in exchange for 

annuall  concession/land rents and production fees. In time, annual 

rentss of this kind were not paid directly to the sultans, but to the 

authoritiess in Batavia who would then partially reimburse the local 

traditionall  rulers. 

Inn principle, the financial resources available to sultanates were 

substantial.. This was particularly so in the case of Kutai and 

Bulungan,, both of which possessed coal and oil deposits and were 

thuss entitled to fees on these resources. However, the liquidity of 

thee proceeds from coal and oil was often limited, as most of them 

weree locked in either government bonds or real estate (Lindblad 

1988:152).. What sultans, their courts and indigenous district staff 

hadd immediate access to were annual salaries paid by the Dutch 

officialss as well as proceeds from agricultural and forest resources. 

Thee system of tribute payments and the collection by Sultanates of 

variouss cukai tariffs on agricultural and forest lasted until the end 

off  colonial rule in Southeast Borneo, despite suggestions by Dutch 

officialss to have it abolished in favor of a unified and modern 

taxationn system (Lulofs 1913; Gent van 1919; Lindblad 1988:138). 

Similarr to the duality in the administrative structure, the parallel 

financiall  systems were also intended to preserve elements of the 

sultans'' authority and power. The significant difference, however, 

wass that the sultans' appearance of legitimacy and strength, despite 

theirr effectively ceremonial role, was increasingly difficult uphold, 

becausee the available resources needed to secure loyalties, build 

coalitionss and generate popular support were diminishing. 
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Withh the decrease of the financial resources necessary for 

reinforcingg the remnants of their effective control, the sultans 

soughtt to generate more income from the forestry sector, which 

wass still in their hands to a considerable degree. This was expected 

too change fundamentally after the formulation of the 1924 forest 

regulationn for the Outer Provinces (including Borneo). The 

regulationn would classify forests into two categories: a) "forest 

reserves""  destined for conservation and b) "unclassified forests" 

thatt were to be opened to controlled exploitation (Potter 

1988a:: 139). The unclassified forest, constituting most of the 

forestedd area, was to be made available to commercial enterprise by 

meanss of licenses issued by regional administration. All relevant 

forestt product taxes and levies were also to be paid to district 

officials.. However, due to legal disputes associated with land 

ownershipp in the Outer Islands, the implementation of the 1924 

forestryy regulation was postponed indefinitely. This turn of events 

allowedd the sultans in Southeast Borneo to continue to generate 

moree independent income and strengthen the remnants of their 

powerr through forest resources. However, in order for them to be 

ablee to tap more extensively into forest resources, particularly 

timber,, problems of corporate interest and investment had to be 

solved.. Increasing regulation of the forestry sector in the 

neighboringg British North Borneo, resulting in comparatively more 

favorablee working conditions in the Dutch territory, would help 

generatee such interest. 
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2.1.12.1.1 The British North Borneo timber sector in the late 

nineteenthnineteenth and early twentieth centuries and its impact on the 

developmentdevelopment of timber exploitation in Dutch Southeast Borneo 

Whilee in British North Borneo, plantation and forestry enterprises 

boomedd as early as 1880s, the Dutch territories south of the border 

constitutedd a comparative backwater. The territory of British North 

Borneoo (henceforth North Borneo) occupied an area of about 

76,0000 km2 on the northern tip of the island. Even though it was 

dominatedd by ragged and mountainous interior, its western, 

northernn and eastern flanks were accessible by sea, thus enabling 

easyy transportation. Then Northern part of Dutch Southeast Borneo, 

onn the other hand, presented a different picture. Access was 

possiblee only from the eastern coast, which dominated by the 

marshyy deltas of the Sesayap, Sembakung and Sebuku Rivers, that 

inn their upper reaches were difficult to navigate due to rapids. The 

relativelyy undeveloped state of Dutch territories like Bulungan, 

Tidungg Lands (Tidoengsche Landen), and Berau vis-a-vis British 

Northh Borneo and the minimal regulation of entrepreneurial 

activitiess based on the extraction of forest resources in these areas 

attractedd both domestic and foreign companies in the early 1900s. 

AA border agreement between Britain and the Netherlands 

specifyingg the territorial control of both countries in northern 

Borneoo was signed in 1892. Even before this, however, the British 

Northh Borneo Chartered Company (henceforth BNBCC), which 

governedd the northern tip of Borneo, enjoyed the economic boom 

inn its territory (Tregoning 1960, 1967; Sullivan and Leong 1981). 

44 4 



Thee boom was initiated by growth in the tobacco plantation sector. 

Inn the early 1880s. By 1890 there were more than 60 tobacco 

estatess scattered throughout the eastern part of the territory, from 

Tawauu to Sandakan, rendering tobacco the primary export 

commodityy and the main revenue earner23 (Kaur 1994). This was in 

largee part made possible by the presence of a relatively well-

establishedd marine transportation system that connected most of the 

coastall  production centers in North Borneo with the main buyer 

marketss in Singapore and Hong Kong (Kaur: 10-11). With such a 

transportationn system in place, North Borneo was able to withstand 

thee collapse of the tobacco economy in the 1890s by replacing 

tobaccoo exports with timber and rubber from Sandakan, Lahan 

Datuu and Tawau (Kaur: 16). 

Thee exploitation of timber in North Borneo was already an activity 

off  considerable antiquity at that time, but it increased markedly 

towardss the end of the nineteenth century, as a result of the 

expansionn of railway networks in China, which raised the demand 

forr ironwood sleepers24 (John 1974:57). The valuable ironwood 

timberr was cut and (squared if necessary) by the indigenous people 

andd Chinese workers and hauled by buffaloes or by manual means 

too the rivers where it was rafted to Sandakan Bay to be exported 

Interestingly,, during the initial years of the boom, most of the tobacco exports 
weree destined for the Dutch market in Amsterdam. The destination for export's 
productss then diversified to include other European countries and the United 
Statess (ibid: 13-14). 
->4 4 

Northh Borneo timber (and other forest products) were extracted primarily for 
thee Chinese market at that time. For a comparative case study of the antiquity of 
timberr trade in other parts of the Southeast Asian archipelago (Sumatra), see 
Williamm Ascher( 1998). 
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(Kaurr 1994:13). If, in 1883, there was only one large timber 

companyy in the territory, "by 1886 there were five concerns 

involvedd in the timber trade" (John 1974:57). It was during those 

earlyy years of the increased demand for ironwood that Sandakan 

emergedd as an important timber center in North Borneo. 

Ass the production of timber for export, primarily to China and 

Hongg Kong, continued to rise, the BNBCC authorities began to 

considerr ways to exercise more effective control over, and derive 

moree income from, the emergent timber industry. Since the onset of 

thee ironwood export in the late 1880s, a system of timber 

exploitationn taxes and export duties was already in place. However, 

collectionn of these fees was carried out on the basis of voluntary 

declarationn of production, rendering it susceptible to fraud 

(John:58-59).. In order to reduce instances of frandulent 

declarations,, the British colonial government in North Borneo in 

19166 passed a legislation stipulating that timber royalty fees and 

exportt duty would be "assessed before the logs left the forest1' 

(John:61).. This regulation was crucial in the process of centralizing 

thee exploitation of forests for timber in North Borneo in the early 

twentiethh century. 

Inn addition to a stricter taxation policy on timber, BNBCC also 

plannedd to undertake other steps towards greater a consolidation of 

andd efficiency in timber industries in the territory. The BNBCC 

facedd serious difficulties in achieving these goals, however, 

becausee all logging was still done manually through the kuda-kuda 

systemm whereby logs, or squared blocks of timber, were hauled out 
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off  the forest manually on wooden rail tracks to the riverbank for 

raftingg downstream. With demand for Borneo hardwoods in Hong 

Kongg rising, a multitude of small timber enterprises emerged, eager 

too profit from favorable business conditions, thus making the task 

off  consolidation difficult. The growth of manual logging was 

particularlyy dynamic in the Tawau area where, towards the end of 

thee nineteenth century Japanese emigrants began establishing 

agriculturall  colonies (Fujio 1990; Shimamoto 1990; Osman 1998; 

Tze-Kenn 2001). As early as 1904, for instance, the BNBCC granted 

aa logging concession to the Japanese company Asahu Shokai on the 

Britishh side of Sebatik Island25 (Osman 1998:26). 

Despitee being faced with difficulties, the company pressed on with 

consolidationn plans by offering preferential treatment (in the form 

off  reduced export duties and royalty fees) to those producers able 

too increase their output and, most importantly, process timber in 

sawmillss before export . Very few entrepreneurs possessed the 

necessaryy capital to engage in such expansion and many were wary 

off  the risks associated with untested mechanization. Most medium 

sizee and small timber firms (operated mostly by the Chinese) 

continuedd to log using the kuda-kuda system which was well-tested 

andd dependable. The China-Borneo Company and North Borneo 

Tradingg Company (NBTC), with the latter being the largest forest 

concessionn holder in the territory, were the only timber companies 

Thiss particular concession never came into production, however, because the 
leaderr of the enterprise and a substantial part of the Japanese labor force 
succumbedd to tropical deseases. 

Inn 1910s and early 1920s, nearly all timber exported from North Borneo was 
inn the form of logs (John 1974:65). 
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thatt attempted mechanization on an operational basis, but with littl e 

success. . 

Withh NBTC not showing the kind of progress in timber production 

thatt was expected, BNBCC created in 1920 a state timber 

behemothh called British Borneo Timber Company (BBTC) which 

wass granted exclusive control over "all unalienated State Land" in 

thee hope of quicker modernization and an intensification in 

productionn (John 1974:69-70). This placed the remaining smaller 

timberr companies in a position of considerable disadvantage, 

becausee they were deprived of access to the best logging areas and 

relegatedd to operating on the fringes. Responding to protests by 

smalll  timber operators, BNBCC limited somewhat BBTC's 

exclusivee mandate over forest estate by making available annual 

loggingg plots to smaller firms. Nevertheless, this still was a rigid 

andd highly-regulated space within which to operate. Therefore, 

mostt smaller timber operators adjusted to these conditions in a 

twofoldd manner. First, many of them began to work for the few 

dominantt companies as contractors. Second, many became 

interestedd in exploring business opportunities in the less regulate 

Dutchh territory to the south. 

2.1.22.1.2 First timber enterprises in Dutch Southeastern Borneo 

Thee area to the south of was the sultanate of Bulungan which 

becamee officially incorporated into the Netherlands East Indies 

afterr the 1878 contract between the sultan in Tanjung Palas and the 

Dutchh resident in Southeastern Borneo (Broersma 1927a:235-241; 
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Israëll  1935). In 1907, the Sultan of Bulungan signed the Korte 

VerklaringVerklaring which transferred political, and most economic' powers 

too the Dutch in exchange for a salary and a share of revenues from 

naturall  resources (Black 1985; Lindblad 1988). Subsequently in 

1927,, Bulungan became a self-governing district (zelfbestuur 

landschap). landschap). 

Despitee early contracts, considerable parts of Bulungan remained 

outsidee the effective control of Dutch authorities (some well into 

thee 1920s). One such area was the northern part of the Bulungan 

sultanatee known as Tidung Lands (Tidoengsche Landen). 

Stretchingg from the Kerayan highlands near Sarawak in the west to 

thee marshy deltas of the Sembakung and Sebuku Rivers in the east, 

Tidungg Lands were inhabited by scattered Dayak groups and saw 

onlyy sporadic visits by Dutch controleurs or sultan envoys. In the 

latee nineteenth and early twentieth centuries, government 

administrationn in Tidung Lands was almost exclusively in the form 

off  military patrols that beginning in 1907, began departing 

regularlyy from the town of Malinau for surveys in the countryside 

(Rijkmanss 1916:9; Militaire Memories van de Tidoeng Landen 

1931).. The main task of such patrols was to eliminate tribal warfare 

andd stop headhunting raids that continued to occur in the area as 

latee as 1915 (Becking 1919). In addition, patrol officers were also 

supposedd to collect taxes. 

Whilee political control in the interior was slowly being established, 

intensificationn of economic development in the coastal areas in 

18999 was stimulated by the discovery of oil on the island of 
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Tarakann (Broersma 1927a:242-247). In short order, the Tarakan Oil 

Companyy {Tarakan Petroleum Maatschappij) was formed in 1902 

too develop the newly discovered deposits. The Tarakan Oil 

Companyy was eventually taken over by the much larger and better-

capitalizedd BPM (Bataafsche Petroleum Maatschappij) that 

proceededd to expand production (Lindblad 1988). In 1924, drilling 

forr oil began on the neighboring island of Bunyu by the 

Nederlandsch-IndischNederlandsch-Indisch Aardolie Maatschappij1''. In the same year, 

thee total oil production for the Tarakan area had already reached 

nearlyy one million tons (Broersma 1927a:245). Along with these 

developmentss offshore, surveys for oil deposits were also 

intensifiedd in the interior28 (De Jongh 1913; Broersma 1927a:239). 

Oill  drilling eventually propelled Tarakan to become the economic, 

politicall  and military center of the northern part of Dutch Southeast 

Borneo299 (Broersma 1927a:241; Feldbrugge 1939:36). Timber 

necessaryy for development and for the infrastructure came from 

BPMM concessions that covered Tarakan and Bunyu islands 

(Militaire(Militaire  Memorie van Tarakan en Boenjoe 1931). 

Thiss company was later also taken over by BPM. 

Inn the early 1920s, the Nederland Koloniale Petroleum Maatschappij began 
drillingg for oil in Sadjau (southeast of Tanjung Selor) and in the deltas of the 
Sesayapp and Sembakung Rivers. 
29 9 

Untill  1920, the main military posts in northern Dutch Borneo were in Malinau 
andd Tanjung Selor. with two and four troop brigades, respectively (Hens 
1921:14).. With the rise of Tarakan as the oil center, some forces from these two 
garrisonss were transferred to Tarakan to guard the expanding oil production. 
Whilee the Tanjung Selor garrison remained very small after this reorganization, 
thee other two military posts in Malinau and Tarakan were reinforced in 1935 
withh the 7th infantry battalion (Magelang) and the 3rd company of coastal 
artillery.. In 1938, a new military hospital was built in Tarakan. Also in the same 
year,, military detachments in Berau and Malinau were strengthened (Feldbrugge 
1939:37). . 

50 0 



Forr sultan Kasimudin of Bulungan, the growth of the oil industry 

provedd to be a mixed blessing. During the first years, he did enjoy a 

substantiall  income, particularly from his production share and 

concessionn rents. However, these rights had been gradually 

whittledd away, and were eventually reduced, in 1924, to an annual 

salaryy of 8,000 guilders, a land rent on oil concessions of 2,600 

guilderss and a share in oil production that, in the same year, totaled 

20,0000 guilders (Broersma 1927a:237). Such reductions were 

indicativeindicative of the fact that 'the incessant court intrigues and 

impressivee pomp at Tanjung Seilor [Bulungan] had ever less 

bearingg on the actual exercise of authority" (Lindblad 1988:127). 

Nevertheless,, both before to and after Bulungan became a self-

governingg territory in 1927, the sultanate court continued as an 

importantt proxy for colonial governance. This required that 

independentt sources of income for the purposes of accumulation 

andd distribution of wealth be maintained in order to reinforce the 

remnantss of a royal aura (see De Vos 1931). Forest resources were 

aa natural choice for generating wealth, because the revenue from 

forestt products was substantial and at the same time was not 

scrutinizedd by Dutch officials. In 1924, for instance, the total 

revenuee from the sale of forest products in Bulungan reached 

nearlyy 364,000 guilders. This sum generated a 10 percent cukai fee 

forr the sultan to the amount of 36,400 guilders - a total equal in 

valuee to all his personal oil-based income, but with far fewer 

stringss attached . The potential was clearly there to generate even 

greaterr wealth. 

Thee actual value of these figures can be better appreciated if one considers 
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Thee drive by sultan Kasimudin (who died in 1924) and his 

successorr Jalaludin to boost the forest products trade (and thereby 

incomee from it) coincided with increased interest among timber 

traderss from North Borneo. As the best logging areas in North 

Borneoo became subject to increasingly stringent production and 

taxationn measures, and their availability became limited due to 

BBTCC monopoly rights, timber operators from North Borneo began 

exploringg the possibility of working elsewhere. 

Atractivee alternatives, the islands of Sebatik and Nunukan offered 

richh stands of ironwood trees and favorable transportation 

conditionss (Israel 1935). In 1901, the firm of J. Macdonald 

Cameronn was the first to request timber concessions from the sultan 

off  Bulungan31. It was given an area of 100 square miles for an 

annuall  payment of 1200 guilders (Tectona 1916:408). In 1904 the 

Dutch,, in a bid to balance the British presence, hastily established 

HoutexploitatieHoutexploitatie Maatschappij Noenoekan (Nunukan Timber 

Company)) which was granted concessions on the island of 

Nunukann as well as in the Simengaris River basin (Van Braam 

1914:619).. Finally, in 1911 the Oost-Borneo Cultuur-, Handels- en 

MijnbouwMijnbouw Maatschappij (East Borneo Plantation, Trade and 

Miningg Company) was granted 156,000 ha of forest by the sultan in 

exchangee for a land rent of 15 cents per hectar and 10 percent of 

thee production. However, all these enterprises never materialized, 

thatt 9.000 guilders of the population tax collected in 1924 from approximately 
40,0000 inhabitants of Bulungan was sufficient to pay the salaries of all of the 
sultan'ss civil servants. 
31 1 

Otherr sources date this concession at around 1910 (e.g. Van Braam 1914). 
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essentiallyy due to the lack of working capital (Tectona 1916:409). 

Under-capitalizationn was to continue to be the leading cause of 

businesss failures in the forestry sector in Dutch Borneo in later 

decadess as well. 

Forr the sultan of Bulungan, thefailure of these new enterprises was 

disappointing.. However, he continued to encourage more, and new, 

investmentt in the hope that some would eventually succeed. 

Evenn with the initial lack of success, in 1924 nearly 80 percent of 

thee sultanate's forest-based revenue was generated from timber32 

(Broersmaa 1927a:237). In 1928, it seemed that this revenue would 

increasee even further as the American Timber Trade Company 

(ATTC)) from the Philippines began intensive surveys in the area in 

orderr to undertake ironwood production (De Boer 1937a:422-423; 

TectonaTectona 1928). However, this enterprise alsodid not proceed 

beyondd initial surveys. 

Thesee high-profile setbacks notwithstanding, trade in forest 

resourcess was growing steadily (Broersma 1927a:236). In 1921, for 

instance,, the Resident of Southeast Borneo, Hens, observed that 

timberr extraction and trade were developing particularly 

intensivelyy in the Sesayap-Sembakung River area, just south of the 

borderr with North Borneo (Hens 1921:14). The development took 

placee despite serious transportation limitations, as the only means 

off  accessing the area was by boats and small steamers operated 

32 2 

Thee value of timber extracted in Bulungan in that year was estimated at 
285,0000 guilders. 

53 3 



irregularlyy by individual entrepreneurs and small trading 

companies.. Before 1930, regular steamer transportation did not 

extendd beyond Tarakan and Tanjung Selor33. In 1930, a new 

Tarakan-Tawauu leg was added, stimulating traffic in goods and 

peoplee between British and Dutch territories (Deeleman 1934). 

Chinesee traders based in Tarakan were reported to have been going 

onn business trips as far as Hong Kong (Deeleman 1934), although 

visitss across the border to Tawau and Sandakan, which were often 

associatedd with opium smuggling were far more common (Sorak 

1932:3).. With transportation links improving, timber enterprises in 

Bulungann were an intriguing and increasingly feasible possibility 

forr timber operators both in British and Dutch Borneo. 

2.1.32.1.3 Buy-up schemes and subcontracting as the main forces 

behindbehind the timber trade 

Inn the 1920s, the forest product trade, including timber, in East 

Borneoo was based on an ophoop systeem (buying-up system), also 

knownn as bevolkingskap (logging by locals) (Nandika 1937). This 

wass a form of specialized exchange relations between upriver 

Dayakk (or Malay) and downstream trading communities (Peluso 

1983a;; Healy 1985). Such exchange transactions usually involved 

town-basedd timber exporters {houthandelaren-exporteurs), 

middlemenn {tussenhandelaren) and contracted lumberjacks 

{kapploegen).{kapploegen). The parties involved were interlinked by a system of 

33 3 
KPMM  (Koninklijke Paketvaart Maatschappij, Royal Shipping Company) as 

welll  as BPM oil vessels provided regular transportation. In 1930, the KPM lines 
off  Surabaya-Tarakan and Banjarmasin-Samarinda-Tarakan were extended to 
includee Tawau in British North Borneo (Deeleman 1934; Linblad 1988). 
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advancee payment, either in kind or in cash for deliveries of timber 

withinn an agreed period of time - usually three months {Het Bosch 

1935a;; De Boer 1937a:411; Ensing 1938:74). This manner of 

timberr extraction was essentially identical to the kuda-kuda logging 

practisedd in North Borneo and panglong in eastern Sumatra34. 

Withinn such system, locally influential individuals and firms, who 

hadd both the connections and the finances necessary for launching 

andd sustaining logging ventures, occupied top positions. In 

Bulungann in the 1920s and 1930s, such individuals were found 

amongg indigenous entrepreneurs and traders who were customarily 

denotedd as hajis. The most important among them were Tarakan-

basedd Haji Ali , Haji Saleh and Abdullah. They first emerged as 

majorr players in the area's business by trading rotan and bird's-

nestss on the sultan's licenses. Later, as BPM began expanding oil 

productionn in Tarakan, they became involved in supplying the 

companycompany with timber. 

HajisHajis in Tarakan and Bulungan were of mixed descent, that is they 

weree locally-born Melayu {Orang Bulungan), often with an 

admixturee of Bugis blood. They ran the timber business by 

subcontractingg it to Chinese traders who acted as middlemen. In the 

1920ss and 1930s, locally-born {peranakan) Chinese traders in 

northernn East Kalimantan were few and far between. Instead, it was 

Forr more on the panglong system of logging in East Sumatra during the 
coloniall  period, see Kerbert (1913); Koloniaal Tijdschrift 1915; Olivier (1915); 
TectonaTectona (1917); Schnepper (1923); Fruin (1929); Tijdschrift voor Economische 
GeographicGeographic (1930); and Erman (1994). For timber trade in pre-colonial Sumatra, 
seee Barnard (1998). 
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thee more recent immigrants from China came to dominate the 

trade.. In 1925, for instance, shops in Tanjung Selor (Bulungan) 

ownedd by peranakan amounted to only 30 percent, with whereas 

thee remaining 70 percent being start-ups by recent emigrants from 

mainlandd China, who came mostly from the vicinity of Canton35 

(Bertlingg 1925:4). In Tarakan, on the other hand, most of the 

Chinesee worked as craftsmen (Jukang) or coolies in the oil industry, 

withh much smaller number of them pursuing trade and business 

{Militaire{Militaire  Memories van de Tidoeng Landen 1931; The Siauw Giap 

1989:179).. The Tarakan based haji patrons put the timber business 

intoo the hands of locally-established Chinese (largely 

peranakans)who,peranakans)who, in turn, relied for a labor force mostly on recent 

Chinesee migrants as well as Bulungan Malays and Dayaks. 

Thee Peranakan constituted a small minority in shop-keeping 

activitiess in other parts of East Kalimantan. In 1925 in Berau, 

locally-bornn Chinese owned only ... of ... the shops, with the 

majorityy of newcomers coming from Canton and areas east of 

Hongg Kong (Bertling 1925:4). Similarly, in Samarinda, only 7 out 

off  127 shops belonged to peranakan, as the town was bustling with 

Hokienn migrants. However, the superior organization, cooperation 

andd communal cohesion of the Chinese emigrants steered them in 

thee direction of business and trade, gradually reducing the numbers 

off  those working as coolies. They attained this by organizing trade 

associationss {handelsvereeniging) which offered various support 

PeranakanPeranakan is a term used to refer to the Chinese born in Indonesia as opposed 
too the emigrants from China. 
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schemess for business start-ups and by establishing Chinese 

schools36. . 

Shopkeepingg was inextricably tied to trade in forest resources, 

amongg which timber was becoming an increasingly significant, and 

thee predominance of Chinese-owned shops was a visible sign of 

theirr increasing domination. The increasing economic importance 

Chinesee migrants resulted in mounting, although still largely 

muted,, resentment among non-Chinese town dwellers. This 

sentimentt is discernible on the pages of Sorak {Semangat Rakjat 

Kalimantan^Kalimantan ̂Strength of Kalimantan People), a mildly nationalistic 

newspaperr that appeared twice a week in Samarinda in the 1920s 

andd 1930s. This paper often carried editorials discussing, in an 

ostensiblyostensibly analytical and inquisitive tone, Chinese cultural, 

educationall  and business practices. However, in such discussions 

thee Chinese were at all times referred to as warga bangsa as ing itu 

(thiss foreign group) that was firmly established and profiting from 

tradee as middlemen {tussenhandelaren). This stood in stark contrast 

too local Melayu traders (hqjis) who were presented as bumiputra 

(lit .. son of the soil). Beginning in 1932, peranakan of East 

Kalimantann began regularly publishing a small section (Tiong Hua 

rubriek)rubriek) in Sorak in order to dispel some of the negative imagery 

associatedd with their business and to differentiate between the types 

off  Chinese living in East Kalimantan and their history. 

Tarakan,, Berau and Samarinda had such schools. 
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Nevertheless,, the popular negative perception of Chinese economic 

dominancee in East Kalimantan was strong, and it was reinforced 

furtherr by their increasingly crucial participation in timber 

business.. While in Tarakan and Bulungan local bumiputras such as 

HajiHaji  Ali , Haji Saleh and Abdullah retained a dominant position in 

timberr trade and worked with Chinese middlemen through leasing 

andd subcontracting, the situation was different in Berau, 

Samarinda,, Balikpapan and Pasir. There, Chinese, Japanese and 

alsoo European participation was strong (Nandika 1937:5). In Berau, 

thee newly settled Chinese quickly came to dominate local timber 

extractionn for local consumption (mainly by Steenkolen 

Maatschappijj  Parappatan, or SMP, acoal mining company) and for 

exportt by hiring mostly Javanese and Chinese coolies, although 

theree was also a significant contribution in this regard from the 

European-Japanesee partnership of the V.A. Cools firm and Borneo 

Producee Company of the Japanese national Yamaka. 

Inn Samarinda in the late 1920s and 1930s, the "godfather" figure in 

thee timber trade was still a bumiputra, in other words, Haji 

Abdulgani.. Like his peers in Tarakan, he was a local Melayu from 

Kutaii  (Orang Kutai) who made his fortune first with non-timber 

forestt products such as bird's-nests, rotan and incense wood 

{gaharu){gaharu) before moving into timber. The core of his business was 

thee log trade, the production of sawn timber, for which he operated 

aa sawmill near Samarinda, and the manufacturing ironwood 
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shingless (De Boer 1937a: 417). Like in Tarakan, Chinese 

subcontractorss did most of the actual logging and shipping, 

althoughh Haji Abdulgani employed a considerable number of 

Samarindaa bumiputras of lesser stature as well. However, unlike in 

Tarakann and Bulungan, he was the only bumiputra "big man" in the 

timberr business in Samarinda, finding himself surrounded by such 

"alien""  kingpins as Tan Kong Lian and Ui Hu Siu (Israel 1938). 

Thesee were long-established peranakans who operated through, as 

welll  as alongside, a multitude of smaller Chinese timber operators. 

Yamaka'ss Borneo Produce Company (BPC) also ranked as a major 

playerr in timber production in the Samarinda and Mahakam areas. 

However,, BPC's operational strategy differed in that it did not 

employy the services of Chinese middlemen. Instead, in a fashion 

typicall  of Japanese timber entrepreneurs of that time, Yamaka 

preferredd to deal directly with Malay and Dayak lumberjacks 

withoutt intermediaries (Post 1991; Post 1993). likewise, his fellow-

countrymann Yukimoto operated in Pasir, south of Balikpapan in 

muchh the same way. Finally, timber production in the vicinity of 

Balikpapann was dominated largely by European firms such as BPM 

andd Botex (Borneo Teak Export Company) that, following the 

SamarindaSamarinda and Berau models, passed most of the production 

activitiess to Chinese subcontractors. 

Inn the late 1930s, there were two steam-driven (i.e. mechanically-operated) 
sawmillss near Samarinda. One was operated by a Dutch company N. V. Handel 
andand Industrie Maatschappij, whereas the other belonged to a Chinese 
entrepreneurr (Israël 1938:33). In addition, there were numerous manual 
sawmills. . 
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Figuree 1. Timber  exploitation and trade in Southeast Borneo 

throughh buying-up (opkoop) in the 1920s and early 1930s. 

Exportt  to Japan and 
Europee via Makassar  and 
Singapore e 

I0%cukai I0%cukai 
forr  sultans 

Timberr  exporters (Japanese, 
Hajis,Hajis, peranakan Chinese and 
Europeann firms) provide cash 
andd credit 

Timber r 
flow w 

I I 
Middlemenn (small-time 
Chinesee and Malay traders) 
providee credit and trade 
goods s 

Lumberjack ss (Malays, 
Dayaks,, Chinese coolies) 

Regardlesss of whether bumiputra, peranakan, new-and-upcoming 

Chinesee traders or Europeans were working through middlemen, 

thee most important key feature of timber business, one that even 

madee the headlines in the local press (e.g., Sorak, 11 July 1932) 

wass that it relied on indentured labor relations (utang dulu) in order 

too generate highly unpredictable production. Dutch government 

officialss complained about this system on numerous occasions. 

Theyy reported other problems with such a system of forest 

exploitation,, the greatest being wastefulness and lack of controls 

(Haann 1929; Suchtelen 1933:179). However, no abrupt changes 

weree envisioned because "the timber trade, like all trade in the 

region,, formed an integral part of the economic domain of the local 

sultans""  (Post 1993:155). In addition, since forests in East Borneo 

att that time were far from being threatened by the inefficient 

loggingg practices, and since such practices were the only feasible 
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meanss of exploiting the forest, the system was allowed to continue 

withh the hope that it would gradually intensify38 (Post 1991:285). 

2.22 Intensification of the opkoop system and the 1934 ban 

Thee intensification of the buy-up schemes in the early 1930s came 

primarilyy in the form of foreign financed operations with a 

simultaneouslyy increasing uncontrollability of the opkoop system. 

Thee principal force behind such intensification was the presence 

andd activities of the Japanese company Nanyo Ringyo Kabushiki 

KaishaKaisha (hereafter NRKK) in Bulungan under the leadership of Ide 

Seiji,, as well as other both foreign and domestic timber 
39 9 

enterprisess . 

Thee history of the economic expansion and the changing fortunes 

off  the Japanese timber operations in Dutch Borneo, especially those 

off  NRKK, have been treated at length by Peter Post (1991:279-307; 

1993),, Lesley Potter (1988a) and Thomas Lindblad (1988). Here, I 

Itt is interesting to note, however, that as early as the middle 1930s the opkoop 
systemm of timber exploitation in Southeast Borneo began noticing a shortage in 
qualityy timber in the accessible areas of the Mahakam basin. In some areas of the 
Kutaii  district, for instance, loggers had to haul timber from as far away as one 
kilometerr from the bank of the river {Het Bosch 1935:172). 
39 9 

Thomass Lindblad (1988:104) explains that in the early 1930s, calls for more 
stringentt forestry regulation in East Kalimantan came as a result of "a series of 
embarrassingg incidents in the northeast [of Borneo], The Japanese Ide concern 
hadd begun large-scale logging along the Sesajap and Sebatak Rivers in Bulungan 
inn 1932, thereby employing more than 1000 coolies. When reproached for not 
possessingg any concessionary rights, the managing director, Seiji Ide, calmly 
assertedd that he was just buying up timber from indigenous producers. Sultan 
Jalaludinn of Bulungan and his associates were rumored to have coerced local 
Dayakss into signing up with Ide. Vast quantities of ironwood left Bulungan for 
Japann without any customs formalities tasking place. At length the Dutch 
admiralityy forbade shipments from the mouth of Sesajap". 
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wouldd like to bring up a few details from the relatively lesser-

knownn formative period of NRKK operations in Bulungan, before 

thee company was forced to move to the Sangkulirang concession 

nearr Samarinda40. In 1930, Mr. Seiji, acting on behalf of Tokyo-

basedd Oriental Development Company Ltd., had taken over the 

Japanesee company Sumatra Lumber Exporting Co. in the panglong 

areaa of eastern Sumatra, and in the following year relocated it to 

thee northern part of Dutch Borneo41 (Post 1991:286). Ide himself 

wass based in Tarakan where he established a log pond in the village 

off  Lingkas. However, most of his logging activities were carried 

outt along the Sesayap River where, with the sultan's help, he 

eventuallyy employed over a thousand loggers4^. Similar to other 

Japanesee timber businessmen in Kalimantan, Ide's opkoop 

arrangementss were such that he dealt with the Dayak loggers 

directly,, without Chinese middlemen. Also, as surveys for later 

Dutchh timber enterprises would show, his selection of forest areas 

forr logging was excellent. Thus, production proceeded apace, 

reachingg nearly 20,000 m3 a year (De Boer 1937a:420). Since 

Japanesee ships were not allowed to dock in the port of Tarakan, 

locall  vessels were used to ferry timber onto large ships anchored in 

openn seas The extra step in the transport of timber raised costs, but 

alsoo fragmented the visibility of the output, allowing a large portion 

off  it to leave Dutch territory without taxation. 

40 0 
Onn the NRKK operations in the Sangkulirang concession, see Fluyt (1935). 

41 1 
Alll  timber cutters in the panglong area of Sumatra, owing to their export 

orientationn toward Singapore, were dependent on timber demand driven by 
Singaporeann economy. Once the depression took hold in 1930, many of the 
panglongpanglong loggers either went bankrupt or had to suspend operations. 
42 2 

Thee sultan of Bulungan was entitled to the customary tariff of 10 percent of 
timberr value (De Boer 1937a:410). 
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Thee loss of government revenue from the more intensive form of 

opkoop-bevolkingskapopkoop-bevolkingskap was the principal factor behind a campaign 

byy Dutch authorities to impose stricter regulations on "logging by 

natives""  and eventually abolish it as the main form of timber 

exploitation.. Whereas previously logging by the nativeswas 

generallyy viewed as a small-time economic affair left to the 

discretionn of sultans, it became apparent that, if maximized, it 

couldd generate substantial wealth. Political and military 

considerationss of Japanese operations precariously close to vital oil 

installationss in Tarakan were significant. Two additional reasons 

forr the anti-opkoop policy were the extreme inefficiency of the 

system,, its wastefulness and use of indentured labor (van Suchtelen 

vann 1933:181; Het Bosch 1935a; De Boer 1937a:411). All of this 

despitee the fact that, at least initially, some Dutch observers were 

positivelyy inclined to Japanese logging activities in northern East 

Borneo,, noting that these activities constituted an important 

economicc investment in the area (Plasschaert 1934). It was 

estimated,, for instance, that NRKK injected nearly 100,000 

guilderss into the Bulungan economy in labor fees alone 

(Economisch(Economisch Weekblad 1933). 

However,, such positive factors were eclipsed by negative 

revelationss about the "imperialistic" labor policies of Ide, 

conductedd with tacit approval by the sultan of Bulungan 

(Economischh Weekblad 1993; Lindblad 1988:104). In 1933, Ide 

triedd to counteract this increasingly negative sentiment by applying 

Seee footnotes 29 and 31 for a comparative value of this sum. 
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officiallyy for forest concessions (kappercelen) in Bulungan and by 

tryingg to ensure that there were no land or labor disputes44 (Veling 

1933).. Despite a positive technical evaluation, NRKK concession 

requestss in Bulungan were denied. The company was offered a 

choicee between acquiring a larger concession in Sangkulirang 

(aboutt 150 km north of Samarinda) or no timber business at all. Ide 

chosee to move south to the suggested concession area, which he 

eventuallyy developed into the leading timber producing and 

exportingg area in East Borneo for the remainder of the pre-war 

periodd (Fluyt 1935; Van Dijk 1936; Economisch Weekblad 1937; 

Potterr 1988a). 

Att the same time that NRKK was applying for concessions in 

Bulungan,, another large-scale timber operator, the BBTC, was 

activee in the area (Heteren van 1934). In contrast to NRKK, BBTC 

wass granted an extensive concession of more than 220,000 ha 

alongg the Tikung and Simengaris Rivers, tributaries of the Sebuku 

Riverr near the border with British North Borneo (Israel 1935; 

Moggenstormm 1937:257). Even though the company was officially 

aa concessionary, its logging activities in Dutch territories were 

largelyy carried out through an elaborate system of subcontracting. 

This,, in turn, relied heavily on the opkoop. In the mid-and late 

1930'ss subcontracting of this kind to Chinese operators became the 

preferredd manner of conducting timber business not only for the 

BBTC,, but also other major companies and traders in the timber 

Hee applied for concessions ranging from 1.000 to 3,000 ha along the Ran, 
Salak,, Malinau, Betuan and Bongara Rivers - all within the Sesayap drainage 
(Velingg 1933). 
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industry.. As efforts to mechanize in the depression period of the 

earlyy 1930s in North Borneo floundered, subcontracting emerged 

ass the most cost-effective way to operate. By factoring exploitation 

expensess into a contract covering a certain period of time, the 

BBTCC placed itself in the an enviable position of receiving timber 

fromm contractors at loading points in Tawau at a flat rate, thus 

beingg minimally exposed to price fluctuations (John 1974:74). 

Suchh a system not only provided protection from price variation, 

butt also enabled the company to make considerable savings, since 

mostt of the direct costs associated with logging were borne by the 

contractorss themselves. As a result, the company "worked with 

lowerr overhead costs, employing a smaller European staff in 

relationn to the scale of output, [as] [t]he whole of the direction of 

productionn was in the hands of the contractors [that] appear to have 

beenn allowed a large degree of latitude in the commercial 

relationship,, for they arranged sub-contracts and profit sharing 

arrangementss on their own initiative" (John 1974:74). 

Thiss kind of logging system worked well in North Borneo and 

thereforee it was also applied in BBTC concessions in Dutch 

territory,, where it was the system of choice by bumiputra and 

Chinesee traders. From the operational standpoint, the extraction of 

timberr was spatially confined. This was because the kuda-kuda 

transportationn system did not penetrate further than 1.5 miles from 

thee waterways. Only the most accessible and timber-rich areas were 

exploitedd (i.e. at least 4 commercial trees per acre). Finally, 
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Chinesee subcontractors were directly responsible for troublesome 

laborr conflicts45 (Van Dijk 1938:442-514; Lundqvist 1957). 

Kuda-kudaKuda-kuda logging in North Borneo relied on various sources of 

labor.. Among them in the 1930s there were about 10,000 registered 

cooliess from the Netherlands East Indies and many more who 

workedd without documents (Kahin 1947:54). Since the three-year 

contractt labor agreement was not renewed by the Dutch after 1930, 

byy 1933 the official number of Indonesian laborers in North Borneo 

droppedd significantly (Kahirl 947:58). Some of these workers went 

backk to Dutch territory in order to work for the BBTC in its 

concessionn area. Another pool of human resource that contractors 

couldd draw upon was North Borneo Chinese migrants and natives 

whoo moved south in the 1920s in order to avoid mandatory work 

onn the bridle-paths (Kaur 1994:33). Finally, local Dayaks were 

alsoo involved as laborers. All lumberjacks were employed 

accordingg to on the system of advance payments (pajar), the value 

off  which was subsequently deducted from generated production. 

Inn addition to pajar, one other important mechanism that sustained 

subcontractingg as a functioning mechanism was opium, used as a 

commodityy for advance payments or part of remuneration. 

Accordingg to Feldbrugge (1939:42), opium was available in 

Tarakann and was bought by timber companies, particularly for 

Inn principle, the matters of employment were also subject to the supervision 
byy the colonial labor officials (ibid). 
46 6 

Indenturedd labor was officially abolished in North Borneo in 1933 (Kahin 
1947:59). . 
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Chinesee coolies . Also subcontractors and timber laborers on leave 

oftenn smuggled this narcotic from Tawau (Lundqvist 1956; 

Lundqvistt 1957:149-150). 

inn 1934 largely as a result of NRKK affairs in Bulungan, the four 

self-governingg territories in Southeast Borneo (Kutai, Bulungan, 

Gunungg Tabur and Sambaliung) were induced to issue regulations 

banningg opkoop logging in favor of a stricter concession policy. 

Thiss regulation, known as the Houtaankap-reglement of 17 July 

1934,, required all prospective loggers to apply for official 

concessionss {houtaankapconcessies) or logging plots 

(kappercelen).(kappercelen). It also imposed much higher taxes on extracted 

timberr and required a minimum production quota, introduced a 

timetablee for operations and established specific penalties for 

violations488 (Anonymous 1934; Hahmann 1937; Soepardi-Wardi 

1956:80-82).. As a result of the new regulation, timber operators 

(particularlyy in Kutai) rushed to register logging plots and 

concessionss rather than risk legal reprisals and confiscations (Potter 

1988a:: 141-2). The increase of both logging plots and concessions 

inn East Borneo in the second half of the 1930s was considerable 

(seee Appendix 1). It was added further by the improvement in 

Forr the marketing framework of opium in the Dutch East Indies, see Van Ours 
(1995). . 

KappercelenKappercelen (or logging plots) were the main target of this legislation, as it 
wass anticipated that they would attract most interest. A logging plot was not to 
exceedd 5,000 ha and it could be issued for a maximum period often years. The 
authorityy to issue such licenses officially rested with the autonomous regions 
{zelfbestuur{zelfbestuur landschappen) and therefore sultans, but in practice any such 
licensess also had to be reviewed by the relevant assistant resident and/or resident. 
Loggingg plots had to be activated within months of the licenses being issued. In 
1939.. additional labor guidelines and contributions to local adat communities 
weree imposed (Soepardi-Wardi 1956:80-82). 
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consumerr markets, particularly in Asia, where Japan and China 

(bothh key importers of tropical timber) were increasingly interested 

inn Bornean hardwoods (such as meranti and keruing) in addition to 

thee dominant ironwood49. However, a deteriorating political 

climate,, due to Sino-Japanese war, halted gradual diversification of 

consumerr choices for timber. Such mounting difficulties in timber 

marketingg rendered the 1934 forestry regulation a considerable 

burden,, especially for smaller companies, because they faced 

seriouss difficulties in meeting predetermined production targets and 

taxx obligations. In spite of these difficulties, as illustrated by the 

tablee below, Dutch Southeast Borneo recorded a steady increase in 

timberr production and export: 

Tablee 1. Timber  production and export from Dutch Southeast 

Borneoo between 1931 and 1939 (in cubic meters). 

1931 1 

1932 2 

1933 3 

1934 4 

1935 5 

1936 6 

1937 7 

1938 8 

1939 9 

JNixlvIv v 

50,000 0 

121,400 0 

63,700 0 

72,500 0 

86,900 0 

92,400 0 

Other r 

concessions s 

171,300 0 

125,400 0 

108,400 0 

113,000 0 

Logging g 

Plots s 

83,100 0 

102,100 0 

104,100 0 

191,000 0 

167,600 0 

Total l 

Output t 

147,000 0 

145,000 0 

170,000 0 

133,000 0 

394,000 0 

293,200 0 

372,000 0 

121,100 0 

373,000 0 

Exports s 

31,200 0 

20,500 0 

41,700 0 

52,000 0 

115,400 0 

121,100 0 

141,000 0 

121,100 0 

125,900 0 

49 9 
Ass early as 1931, timber producers in Samarinda (e.g. Yzerhoitthandel 

"Keramat""Keramat" & Co.) offered a range of products from bangkirai and lanan 
species,, in addition to ironwood (Sorak, 13 August 1931). 
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Source::  Lindblad 1988:106. 

Inn addition to the aforementioned NRKK and BBTC, two other 

sizablee timber companies became active in East Borneo in the early 

1930s.. These were N.V. Houtaankap Maatschappij Noenoekan 

(Nunukann Timber Company) and the Cutch Corporation from the 

Philippiness  Both firms aimed to establish intensive production 

and,, especially in the case of Nunukan, seek export markets. The 

Nunukann Timber Company was a joint venture between KPM 

{Koninklijke{Koninklijke Paketvaart Maatschappij, Royal Shipping Company), 

NISHMM  {Nederlansch-Indische Steenkolen Handel Maatschappij, 

Netherlandss Indies Coal Trading Company), Java-China-Japan 

shippingg company, VJHM (Vereenigde Javasche Houthandel 

Maatschappijen)Maatschappijen) and the sultan of Bulungan (Van Heteren 1934:2). 

Itt had a considerable startinginitial capital of 600,000 guilders of 

whichh 500,000 was contributed by Dutch companies and the 

remainderr by the sultan Jalaludin of Bulungan (Hahmann 1936). 

Initially ,, the undertaking showed promise. It covered an area of 

aboutt 50,000 ha of prime concession forest, which was subject to 

intensivee surveys and planning51. The concessions consisted of 

severall  logging plots that possessed rich and easily-accessible 

Cutchh is "an extract from mangrove bark used for tanning and preservation of 
fishingg nets" (Sullivan and Leong 1981:217). Following the introduction of 
nylonn fishing nets in the mid-1960s, cutch lost its commercial significance. 

Thee first forestry surveys in Bulungan were undertaken by Van der Zwaan 
(1927a).. This work was continued by Richard (1933) and a Swedish forester Eric 
Lundqvist.. Lundqvist would become one of most important managers of the 
Nunukann enterprise in 1934. 
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standss of commercial timber {Het Bosch 1935b: 146-49). 

Nevertheless,, the Nunukan Timber Company struggled to meet the 

monthlyy goal of 4,000 m3, attaining only about half this volume 

duringg the first few years53. Their inability to meet production 

demandss was largely due to excessive overhead costs and the 

erroneouss decision to open a large sawmill in Nunukan for which 

thee machinery had to be imported from Sweden (Lindblad 

1988:119).. The main markets of Japan and China were interested in 

logss only, whereas the emerging demand for sawn timber in Europe 

andd South Africa was still very limited. 

Whilee the sawmill struggled, Eric Lundqvist - Nunukan's chief 

foresterr and the officer in charge of operations - did his best to 

employy a subcontracting system to boost efficiency and 

profitability.. Lundqvist traveled frequently to the neighboring 

Tawauu in British North Borneo for supplies, to hire new laborers 

andd to buy opium for his laborer54 (Lundqvist 1957). Through 

Singaporee buyers of panglong timber, he also contracted a group of 

loggerss from the Indragiri area in eastern Sumatra (Hahmann 1936; 

Lundqvistt 1957). Log production eventually attained a certain level 

Thee areas in question were as follows: the island of Nunukan (22,000 ha), a 
beltt of land 2 km wide running along the coast of the Sebatik island to the border 
withh British North Borneo (5,600 ha), Sembakung and Malinau Rivers (22,400 
ha)) (Feldbrugge 1939:44; Gonggrijp 1939:732). 

Thiss was in addition to about 1,500 m3, of sawn timber produced since 1937. 
Thee initial optimistic projections of 10,000 m\ per month proved impossible 
(Hahmannn 1936). 
54 4 

Mostt supplies were ferried a considerable distance away from Tarakan, which 
oftenn caused delays. Also in Tarakan, Lundqvist obtained an official supply of 
opiumm in to amount of 1.5 kg per month (Feldbrugge 1939:42). However, this 
wass insufficient, necessitating cross-border trips to Tawau for additional 
purchases. . 
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off  consistency, totaling 40,000 m3 and 45,000 m3 of timber in 1937 

andd 1938, respectively (Feldbrugge 1939:44). As with BBTC 

concessionss west of Nunukan, this production was chiefly the result 

off  a decentralized subcontracting system in which mainly Chinese 

managerss had production areas and labor units under their direct 

supervision.. In his 1940 report, Lundqvist made the strongest case 

yett for decentralized manner of managing timber exploitation in 

Dutchh Southeast Borneo (Lundqvist 1940). He suggested that 

loggingg in Borneo would fare best if it was based on 

subcontracting,, if it accepted a system of partial/advance payments 

forr logging as inevitable, focused on raw log production instead of 

sawmills,, and was labor intensive instead of trying to mechanize. 

Thus,, most timber operators in Dutch Southeast Borneo relied 

extensivelyy on subcontracting, thus sustaining a considerable 

amountt of opkoop activities with Dayak communities and other 

freelancee loggers. 

Inn contrast to the Nunukan model, the Philippine Ciitch 

CorporationCorporation (PCC) tried to use its own organizational scheme for 

thee exploitation of timber. In 1936, the company was given an area 

off  about 12,000 ha of mangrove forest stretching from the Sebuku 

Riverr in the south to the border with British North Borneo (De 

Boerr 1937a:422-423; Moggenstorm 1937:257). The company, 

basedbased in Zamboanga in the southeastern Philippines, had a cutch 

factory,, and a year earlier, it had begun looking for new supplies of 

mangrovee timber in North Borneo. The PCC wanted to avoid 

involvementt with local labor relations by relying exclusively on 

Moroo workers brought from Mindanao. Upon arrival, such contract 
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workerss were divided into groups headed by mandoers, or foremen. 

However,, numerous problems arose with Moro workers, the main 

onee being their relatively short contracts of three to four months, 

whichh necessitated frequent and costly labor rotation55. This more 

"professional""  system of direct employment and controlled 

productionn without subcontracting proved inefficient and was not 

feasiblee in the long run. Monthly production reached only 1,000 

tons,, which was not even enough to cover the company's tax 

obligations56.. As a result, PCC closed its operations in Dutch 

Borneoo in 1938. 

Whilee most of the large companies above continued inasmuch as 

possiblee to rely on opkoop for production, it was the small-scale 

producerss operating through logging plots (kappercelen) that 

contributedd most significantly to the continuation of the banned 

system.. By the late 1930s, such logging plots covered nearly 90 

percentt of the total forest area under concession (see Appendix 1). 

Moross were transported into the PCC concession area, at the company's cost, 
throughh North Borneo, with Tawau as the main point of entry (Hahmann 1936). 

PCCC had to pay royalty fees ranging from 45 cents to 5 guilders per ton of 
timber,, depending on its diameter (Hahmann 1936). In 1936, the company's 
productionn reached 8,000 tons (De Boer 1937a:424). 
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Tablee 2 Key participant s in timber  exploitation by concession 

typee and area57 

Timberr  Concessions (ha) Small logging Total (ha) 

enterprisess plots (ha) 

Japanese e 

Malay y 

(bumiputra) ) 

European n 

Chinese e 

49,511 1 

None e 

18,045 5 

None e 

385,000? ? 

231,736 6 

44,345 5 

30,172 2 

434,511 1 

231,736 6 

62,390 0 

30,172 2 

(Subtotall  67,556) (Subtotal 691,253) 758,809 

Sources::  Van Suchtelen (1933), Moggenstorm (1937) and Israël 

(1938). . 

Sincee timber entrepreneurs nearly always experienced shortages of 

capital,, they resorted to subcontracting as a means to reduce the 

riskk and facilitate savings. In Berau, for instance, the SMP 

companycompany (Steenkolen Maatschappij Parapatan, Parapatan Coal 

Company)) acquired a 15,000 ha concession in 1935, for a period of 

tenn years, with which to fulfil l the need for construction timber (De 

Boerr 1937a:416-17). However, the company never engaged 

directlyy in logging. Instead, it carved the concession into plots for 

houtaannemers,houtaannemers, or timber suppliers, who acted as contractors and 

actuallyy carried out logging operations (Ensing 1938:97). The men 

whoo were employed as timber contractors had previously been 

buyingg up timber from groups of villagers hired to cut trees in the 

57 7 

Thee area of small logging plots operated by the Japanese is uncertain because 
thee sources seem unsure about the size of kapperceel areas operated by H. 
Yamaka.. One such logging plot in the Telen River area is said to be 262.800 ha. 
farr more than even the largest industrial concession (see Appendix 1). 
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forest.. As illustrated by Figure 2 below, the contractors adopted 

thiss system in a virtually unchanged form for the purposes of 

workingg on the SMP and other concessions. Both traders and 

subcontractorss relied on, what visiting foresters and administrators 

indicated,, were loopholes in the implementation of the 1934 

forestryy legislature {Het Bosch 1935a, b). Such loopholes occurred, 

forr instance, because communities were free to cut trees for their 

ownn use without taxation. As a result, subcontractors and traders 

continuedd contracting the natives to cut logs, and if the latter 

encounteredd visiting forestry or police officers, they would claim 

thatt the timber they were cutting was for subsistence use. It appears 

that,, traders became very adept at circumventing the officers 

(Emanuell  1935:40). 

Figuree 2. Timber  exploitation in southeast Borneo following the 

19344 ban on opkoop logging 

Exportt to Japan 
andd Europe 

retributie retributie 

Timberr flow 

through h 

opkoop opkoop 

Despitee the manipulation of the 1934 forestry regulation that 

bannedd opkoop, this decree was generally relatively effective 

becausee it struck a balance between generating timber revenues for 
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thee central government and allowing native rulers and their 

associatess to derive benefits. Although such benefits were derived 

byy illegal means, their overall scope was limited as a result of 

existingg market constrains for tropical timber trade. Despite the fact 

thatt demand for Borneo hardwoods was increasing not only in 

Chinaa and Japan, but also in Europe, Australia and South Africa, 

thee shadow of imminent war made securing sustained markets for 

timberr a major challenge. In addition, prices for timber, although 

improving,, were by no means high once the risks and necessary 

investmentt for logging operations in relatively isolated areas were 

factoredd in. Therefore, even though the sultanates in Southeast 

Borneoo were eager to profit economically and politically from 

forestt resources insofar as possible, the limitations were 

considerable. . 

2.33 The Japanese interregnum of 1942-1945 

Thee Japanese invasion of the Netherlands East Indies occurred 

primarilyy as a result of the Japanese desire for continued access to 

vitall  natural resources such as oil, coal, timber and rubber, 

necessaryy to sustain the war effort in the Pacific (Kanahele 

1967:20).. Southeast Borneo was a region where such resources 

weree found in large quantities. Therefore, as soon the Japanese 

consolidatedd their positions in the southern Philippines, they moved 

southh to capture Tarakan in late 1941 (Nortier 1992). 

Thee first Japanese air raids against the Dutch forces in Tarakan 

begann in late December 1941. However, they would not be 
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sufficientt to dislodge the Dutch, as Tarakan, being of high strategic 

significancee due to its oil deposits and industrial installations, was, 

afterr Balikpapan, the most tightly-guarded area in Southeast 

Borneoo (Van Den Hoogenband and Schotborgh 1957). The Dutch 

garrisonn in Tarakan, headed by Lieut. Col. S. de Wall, was 

composedd of 1,300 troops organized into motorized detachments, 

artilleryy batteries, coastal artillery detachments, etc. It also had 

significantt naval and air forces. Nevertheless, KNIL (royal dutch 

indiess army) forces in Tarakan were no match for full-fledged 

Japanesee invasion that commenced on January 10, 1945 (Van 

Heekerenn 1969:11-23; Boer 1987:134-163; Nortier 1992:89-127). 

Threee days, later the island fell, and with the fall, more than 800 

KNILL soldiers became prisoners of war (POWs). Although the 

retreatingg Dutch inflicted heavy damage on oil installations in 

Tarakan,, the Japanese repaired them quickly and resumed 

production. . 

Balikpapann was next to fall into Japanese hands in late January 

19422 (Boer 1987:169-200; Nortier 1992:128-163). On February 3, 

1945,, the Japanese forces entered Samarinda. However, well before 

seizingg Samarinda, the Japanese made numerous reconnaissance 

flightss over the town and surroundings, suspecting considerable 

Dutchh military presence. Such suspicions were based on the fact 

thatt in preparation for the to Japanese invasion, the KNIL engaged 

inn a program of frantic military preparations throughout the country 

(Kanahelee 1967:19). In the Samarinda area, this translated into the 

constructionn of the "secret" Samarinda II airfield, where military 

hardwaree was to be stashed operations behind the front line and 
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acounteroffensivee (Boer 1987:91-114, 147-163; Nortier 1992:164-

184).. The Samarinda II airstrip was constructed far in the interior, 

onn the upper Mahakam River between the villages of Melak and 

Longg Iram and it was manned by the KNIL air force unit of 500 

menn under the command of Maj. L.C.A. van Dam. 

Thee Japanese discovered the airfield on January 28, 1945 and 

bombedbombed it, destroying most of the installations and supplies. Still, 

thee KNIL unit did not disperse, because they falsely believed that 

Americann relief and supplies would be coming soon. As a result, 

thee Japanese ground forces captured most of the military personnel. 

Somee KNIL soldiers who evaded capture moved up the Mahakam 

Riverr in order to reach the remotest government post in Long 

Nawangg (Apo Kayan), where they hoped to join forces with 

civiliann and military staff retreating from other coastal areas (Van 

Heekerenn 1969:138-144) A few others tried to hold out in the 

Mahakamm area by organizing guerilla units involving local Dayaks. 

However,, as the economic situation worsened, the local population 

turnedd over most KNIL guerilla fighters to the Japanese for a 

reward. . 

Whilee the Japanese forces showed a considerable amount of 

restraintt and even tolerance towards the native rulers in Southeast 

Borneo,, their treatment of the detained Dutch (and other 

Europeans)) was harsh (Soetoen 1975:195; Nur et al 1986:16-17). 

Whilee most of higher-ranking Dutch government officials and 

private-sectorr employees evacuated Samarinda before the Japanese 

takeover,, some lower-level functionaries stayed behind and were 
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executedd (Van Heekeren 1969:108-169). The POWs from the 

Samarindaa II airfield were sent to Balikpapan to be interned. Only a 

feww people with technical knowledge of OBM {Oost Borneo 

Maatschappij,Maatschappij, east borneo company) coalmines near Samarinda 

weree retained. However, like in Berau, these mines proved 

inoperable. . 

Thee group of high-ranking government officials and their families, 

whoo escaped Samarinda, traveled by river and over land to the Apo 

Kayy an district in the center of Borneo where they thought they 

couldd safely wait out the war (Van Heekeren 1969:91-100). In 

additionn to its extreme remoteness, the area also had a military 

garrisonn in the village of Long Nawang that, before the war, had 

thee tasked of eliminating tribal warfare and headhunting. The group 

settledd in Long Nawang, feeling isolated, and therefore safe, from 

thee outside world. The hopeful atmosphere was raised by the 

arrivall  of other groups of refugees from Tarakan, Bulungan, 

Nunukann and Sangkulirang. There were also, a few groups of 

Britishh officials from nearby Sarawak joined. The false sense of 

securityy and underestimation of Japanese resolve ended tragically. 

Despitee repeated reports by Dayak scouts of advancing Japanese, 

thee Dutch and British in Apo Kayan dismissed them as unfounded 

hearsay.. They paid for it dearly, for in late August 1942, the 

Japanesee raided Long Nawan and killed most of the refugees58. 

AA similar drama took place in West Borneo. As the KNIL forces in the town 
off  Pontianak surrendered to the Japanese at the beginning of February 1942, a 
numberr of Dutch troops were cut off in the remote village of Putussibau on the 
upperr Kapuas River. They held out in Putussibau until June when, upon hearing 
aboutt an advancing party of 200 Japanese troops, they fled over the watershed to 
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Oncee the seizure of Southeast Borneo by the Japanese was 

complete,, the seat of the Japanese navy official overseeing the area 

wass located in Balikpapan. Below, there were officers of lower 

rankk administering districts (called guncho)  ̂ such as Samarinda, 

andd sub-districts ifuko guncho). The focus of their activities was 

securingg the production of raw materials for the war effort and 

maintainingg loyalty and discipline among the local population. 

However,, accomplishing these objectives produced mixed results. 

Thee locals followed the Japanese command more out of fear than 

loyalty.. Economic hardships caused by a breakdown in 

transportationn and shortages of food and other basic consumer 

goodss could hardly be expected to endear the Japanese to the local 

populationn (cf. Kurosawa-1nomata 1996; Yoshimasa 1996). This 

wass compounded by the fact that local villagers were subject to 

forcedd deliveries of rice exacted by native government officials 

fromm Seinendan - a paramilitary organization for civil servants. 

Theyy were aided in this by Heiho paramilitary youth organization 

thatt operated in Samarinda under the leadership of A.B. Sulaiman -

sonn of Pangeran Sosnonegoro, one of the most important aides of 

thee sultan of Kutai (Nur et al 1986:16-18). 

thee Mahakam River in East Borneo hoping to reach Samarinda, which they 
(falsely)) hoped would be unoccupied. Once they learned that Samarinda was in 
Japanesee hands as well, they moved back to West Borneo and camped in the 
forestt until October, when local Dayaks turned them in to the Japanese for a 
rewardd (Van Heekeren 1968:136, 150-156). 
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Throughh such repressive means, which, by 1944, also included the 

searchh by the feared secret police Kampetai for Dutch spies and 

collaborators,, the Japanese held the local population in check. 

Economically,, however, the Japanese were not making much 

progress.. Despite oil production in Balikpapan and Tarakan having 

resumedd fairly quickly after the invasion, with the reliance on 

extensivee forced/slave labor (romusha) largely from Java, it was 

subjectt to constant stoppages due to allied air raids that began as 

earlyy as 1943 (Nur et al 1986:27). Coal production ground to a 

nearr total halt as well, as the retreating Dutch flooded the mines 

beyondd repair. 

Thee only sector that showed substantial growth was forestry. If in 

19422 at the initial stages of Japanese occupation, only about 6,400 

mm of timber were produced for export in Southeast Borneo, by 

19444 this figure rose to 114,300 m3 (Fernandes 1946:57). AH 

Japanesee firms and traders active in Borneo before the outbreak of 

thee war intensified their operations, taking over Dutch and British 

loggingg enterprises and producing timber for export to Japan to 

supportt its war effort. The medium and small-scale local timber 

traderss mostly ceased operating, because under the command 

structuree of the wartime economy, they had to meet timber quotas 

forr littl e or no compensation. 

2.44 Summary 

Beforee the Second World War, it was the subtleties of indirect rule 

byy the Dutch government requiring the continuation of the 
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appearancess of native states' authority that resulted in illegalities in 

thee extraction and trade of timber in the form of continued 

utilizationn of the buying-up system {opkoop), despite the 1934 ban. 

Untill  the early 1930s, the sultanates were free to engage in logging 

venturess of any kind as forests constituted the exclusive economic 

andd political domain of the sultans. The exploitation that was 

undertakenn at that time was primarily through buying-up {opkoop) 

off  timber from native loggers {bevolkingshap). At the top of the 

tradee network were large-scale traders and firms that secured a 

profit-sharingg agreement with the sultans. Chinese and Malay 

middlemenn implemented the logging contracts by hiring native 

loggerss to cut quantities of timber in the forest. In 1934, the Dutch 

government,, dissatisfied with the perceived social and economic 

abusess within the opkoop system, curtailed sultans' authority over 

forestt resources by requiring all prospective loggers to acquire 

officiall  concessions. By the end of the year, nearly 800,000 ha of 

concessionss were registered. However, more than 90 percent of 

thosee concessions had an area of less than 10,000 ha and operated 

underr small-scale enterprises that sought to minimize costs by sub-

contracting.. Subcontractors, in turn, relied on the well-tested 

opkoop.opkoop. European firms frequently resorted to sub-contracting 

aswell. . 

Thus,, the outlawed system of opkoop logging continued, despite 

thee government regulations forbidding it. The exigencies of indirect 

rulee in the late colonial period caused illegal logging activities of 

thiss kind to be tolerated for the sake of native powerholders' 
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prestige-- Economically, it was a win-win situation, primarily 

becausee government taxes on timber were effectively collected. 

Thus,, the both local rulers and the central government achieved 

theirr objectives by deriving benefits from a logging industry that 

showedd signs of marked growth. However, the Japanese rule 

betweenn 1942 and 1945 ushered in a period of prolonged crisis that 

wouldd redefine the economic and political value of timber. 
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CHAPTERR 3 

THEE CHANGIN G ECONOMI C AND POLITICA L ROLE OF 

TIMBE RR IN EAST KALIMANTA N IN THE POST-WAR 

PERIOD D 

Thiss chapter continues the discussion of the development of illegal 

practicess in the forestry sector in the area of present day East 

Kalimantann after 1945. It begins with the period of re-entry by the 

Ducthh government (NICA, Netherlands Indies Civil 

Administration)) between 1945 and 1949 and explains the 

destructionn wrought by the war on East Kalimantan economy and 

itss ensuing economic crisis some which spawned speculation and 

thee smuggling of various products, including timber. 

Thereafter,, I turn to the effects of the politics of nation and party 

buildingg in East Kalimantan in the early years of Indonesian 

independence.. The focus here is on the main strategy pursued by 

leadingg political parties to expand and exercise their influence, in 

otherr words, cooptation of the former ruling classes. Within the 

contextt of a deteriorating national economy, illegal timber 

exploitationn and trade became an important source of off-budget 

financingg for these political objectives. 

Perhapss the best example of such economically and politically 

expedientt use of timber comes from the period of banjir kap, or 

floodd logging boom between 1967 and 1971. Banjir kap was an 

importantt means of generating income during the economic crisis 
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off  the late 1960s and prepare the stage for Indonesia's economic 

take-offf  in the 1970s. It was also an important reward in the system 

off  patronage politics that General Suharto set out to refurbish and 

masterr through the Golkar party. 

Inn the closing section, I describe the changing operational dynamics 

off  the illegal timber economy in East Kalimantan in the midst of 

thee consolidation of the forestry sector, which happened between 

thee 1970s and 1990s. This process of industrial consolidation 

allowedd the New Order power-holders to solidify their political 

positionss and to accumulate enormous wealth. However, small-

scalee timber operations maintained their importance as a subsidy to 

expandingg timber-processing industries. 

3.11 The Dutch re-entry: economic crisis in East Borneo and 

thee proliferatio n of smuggling 

Thee war years of 1942-1945 had a debilitating effect on the 

economyy of Southeast Borneo, laying foundation for an economic 

collapsee that would grip the region for many years. The economic 

crisiss that resulted from the Japanese occupation stimulated 

smugglingg of all kinds of products, including timber, for 

subsistencee purposes. 

Economicc problems in East Borneo (that is what the present-day 

areaa of East Kalimantan was called between 1945 and 1949) 

stemmedd primarily from extensive damage in the final stages of the 

war.. Nearly all mining and forestry enterprises that operated before 
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thee Japanese occupation were idle cut the time of the Japanese 

surrenderr in 1945. The Balikpapan oil refinery and oil pipelines 

requiredd intensive repairs, making the goal of meeting the pre-war 

productionn levels of 1,000,000 m3 of oil annually a possibility only 

inn the remote future (Economisch Weekblad voor Indonesië 

1946:220).. Similarly, oil installations in Tarakan were seriously 

damaged,, and as only one third of pumping stations were usable, an 

initiall  production of only 18,000 m3 of oil per month was possible 

(ass compared to 120,000 m3 under normal circumstances). The 

situationn in the coal mining sector faced great difficulties as well. 

Berauu coal mines were inoperable as a result of flooding and 

multiplee bombing campaigns (see chapter 4). The OBM mines in 

Kutaii  fared better, and were able to achieve an output of 30,000 

tonss a month, beginning in January 1946. However, labor problems 

andd transportation difficulties were major obstacles. 

Inn addition to industrial damage, the transport infrastructure in 

Easternn Borneo was under severe strain. Transportation difficulties 

resultedd from the fact that most of KPM liners that had plied the 

routess along the coast of Eastern Borneo before the war were 

withdrawnn during the war years and removed to North Africa and 

Australiaa (Le Coultre 1946:61-62). Only a handful fell into the 

handss of the Japanese, and these were either destroyed or damaged 

beyondd repair. The vessels taken to North Africa were used in 

combatt and most of them were not usable after the war either. Only 

thee ships stationed in Australia were ready for immediate use, but 

theirr number was limited. The resultant transportation crunch 
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affectedd the entire Indonesian archipelago and took years to sort 

out. . 

Thee first year following the war in East Borneo was marked by 

veryy slow recovery in the main industrial sectors, by transportation 

difficulties,, rice shortages and increasing food prices. Even though 

thee oil output in Tarakan increased from 15,000 tons per month in 

19466 to well over 20,000 in 1947, nevertheless the combined 

productionn of Tarakan and Balikpapan in that year amounted to no 

moree than 11 percent of the pre-war output (Economisch Weekblad 

voorvoor Indonesië 1947:721). The coal production in Kutai rose to 

120,0000 tons in 1947, but it was still less than half the amount that 

wass produced before the war. 

Justt as oil and coal mining in East Borneo were in the process of a 

painstakinglyy slow recovery, industrial timber exploitation was 

experiencingg its own problems. The dominant Japanese firms that 

hadd produced most of timber for export before and during the war 

obviouslyy did not resume operations, for obvious reasons. The only 

significantt timber exploitation activities were associated with the 

reconstructionn of the mining industry and the re-opening of the 

Nunukann Timber Company in Bulungan, which had revived the 

joint-venturee agreement between Dutch companies led by KPM 

andd a local sultan59. In 1946, the timber industry in East Borneo 

wass not near as productive as before 1942. Nunukan and Tarakan 

togetherr produced just over 5,000 m3 of mostly logs; Samarinda 

59 9 

Fromm 1942 to 1945, the Nunukan Timber Company operated under Japanese 
managementt (Penisahaan Kehutcman Negara Indonesia 1963:3). 
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contributedd 7,000 m (all sawn timber), while Balikpapan and 

Banjarmasinn added 2,000 m3 (De Meel 1947:272). This was a small 

percentagee of the nearly 400,000 m3 produced in late 1930s60. In 

1947,, timber output from Nunukan increased to about 20,000 m3, 

butt it was the production of lone undertaking that could not 

possiblyy fil l in the void created by the absence of other comparable 

enterprises61. . 

However,, such low official timber production reported in various 

areass of East Borneo has to be understood in the context of the 

economicc crisis. Timber production was indisputably far lower 

beforee the war, but at the same time, it was higher than what was 

officiallyy reported. The unofficially higher production was 

primarilyy related to speculation and to smuggling conducted by the 

locall  population, who relied on these means to stave off economic 

hardshipp (Economisch Weekblad voor Indonesië 1948:86). Most 

speculationn was on consumer goods, because these were in 

particularlyy short supply in East Borneo. In 1947, rice shortages 

andd food hoarding and the associated price speculation was 

reportedd to be worst in Samarinda, Berau and Bulungan. As a 

meansmeans to alleviate decreasing incomes and the lack of basic 

consumerr goods, people in these areas engaged in clandestine 

tradingg of various items. In addition to timber, the products most 

Inn 1940, logging concessions in East Borneo (Nunukan. Berau, Sangkulirang 
andd Balikpapan) produced 274,000 m3 of timber. 

Thee pre-war manager of the Nunukan Timber Company, Eric Lundqvist, 
returnedd to Indonesia in 1946 but never came back to East Borneo. Instead, he 
wass assigned the task of developing logging operations in West (Netherlands) 
Neww Guinea. See Lundqvist (1956). 
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oftenn illicitl y traded were copra, rubber and dried fish. From Kutai, 

shipmentss of such goods were sent by prahus (native merchant 

boats)) to Makassar, Pare-pare and Donggala in Sulawesi (De Meel 

1947:272).. It is interesting to note that, although the total timber 

outputt in 1949 was still considerably below the pre-war levels, the 

volumee of inter-island shipments was thought to be equal to or 

higherr than that of late 1930s (Powell 1951). In addition to trade 

withh nearby Celebes (Sulawesi), unreported timber shipments also 

wentt to more distant destinations, such as Surabaya in Java. 

Seeingg that in conditions of economic crisis not much could be 

donee to eliminate such illegalities, the Dutch administration NIC A 

createdd a venue for the local people to carry on with trade activities 

inn a more organized fashion. They decided to re-legalize small-

scalee logging by the local population (bevolkings kap) and re-instate 

thee opkoop schemes by timber traders, as it was thought that 

reinstatingg these would aid economic recovery in the region (Dienst 

vanvan het Boswezen 1949:24). The effect was immediate, like in the 

Baritoo region of South Borneo, where, for instance, in 1948 small-

scalee loggers extracted around 90,000 m3 of timber (Dienst van het 

Boswezenn 1949:24). A year earlier in East Borneo, around 89,000 

m33 of timber was produced in a similar manner62 (Economisch 

WeekbladWeekblad voor Indonesië 1948:86). A considerable portion of this 

outputt ended up in Java through clandestine channels. 

""  This was in addition to nearly 33,000 m3 of sawn timber and almost 5 million 
ironwoodd shingles, or straps. About 10,000 siraps is equal to 20 m3 of timber. 
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Duringg the time of NIC A in East Borneo, between 1945 and 1949, 

thee Chinese came to play an increasingly important role in trade in 

generall  and in the marketing of timber in particular. While before 

thee war hajis, Chinese peranakans and a handful of successful 

recentrecent Chinese migrants acted as the linchpins of timber trade 

networks,, which were composed of scores of lesser intermediaries, 

inn the late 1940s and early 1950s hajis (due to their often close ties 

too keraton bureaucracies) were occupied with the changing political 

circumstances,, thus opening more of the business space for taukes. 

Byy then, most Chinese traders in East Borneo were either locally-

bornn or long-settled immigrants. However, the local press was less 

interestedd than ever in making any distinctions among them. In 

increasinglyy stern nationalistic fashion, they were referred to as 

pedagangpedagang bangsa asing Tionghoa (foreign Chinese traders), who 

dominatedd the economy and the lives of pribumi people (Bakeri 

1955:21;; Djodjopratanas 1955:9). One of the most important 

timber-tradingg firms in the region before the war, the Borneo 

Producee Company, resumed operations after 1945 but with a 

largelyy Chinese staff. The Ban Cwan Gwan was another larger 

forestt product trading firm operating in East Borneo after the war, 

withh aparticularly strong presence in Bulungan (Bakeri 1955:21). 

SamarindaSamarinda boasted a number of resurgent forest product trading 

companies,, such as the Borneo-Sumatra Company {Borswnij) and 

Chinesee firms like NV Liong Kheng, NV Kim Bie Hin, Heng Seng 

Kongsiee (Nur et al. 1986:35) In addition to these companies, there 

wass a considerable number of smaller forest product enterprises, 

describedd by the press as perusahaan nasional (national 

enterprises,, owned by an Indonesian national or bumiputra) 
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operating.. However, these were largely confined to the role that 

smalll  Chinese businesses played before the war that of a 

middleman.. Such front nasional companies were politically useful 

forr Chinese traders within the context of increasingly nationalistic 

sentimentt in the early years of Indonesia's independence. 

3.22 The emergence of timber  as an economically and 

politicall yy significant commodity in East Kalimantan between 

19499 and 1967 

Thee years of federalism in Indonesia (introduced by the Dutch 

betweenn 1945 and 1949) and the ensuing process of transition 

towardss a unitary state had important implications for the 

establishmentt and functioning of the national Indonesian 

governmentt in East Kalimantan. The early years of nation building 

weree decisive in tying political and economic governance in the 

provincee to off-book financing from illegal economies, of which 

onee of the most important was timber-based. A combination of 

severall  factors generated such an outcome. The main ones among 

themm were 1) a quid pro quo strategy by central government figures 

wherebyy informal revenues were offered as a reward to former 

rulingg (and still influential) classes in East Kalimantan to enter the 

rankss of national government and to generate political support for 

emergentt political parties and 2) increasing deterioration of the 

nationall  economy in Indonesia. 
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3.2.13.2.1 Allying the ruling elites in East Kalimantan with emergent 

politicalpolitical parties 

Inn 1947, the Netherlands East Indies administration created the East 

Borneoo Federation of self-governing sultanates (hereafter EBF) 

consistingg of Kutai, Bulungan, Gunung Tabur and Sambaliung and 

Pasir.. In East Borneo, these states were known as swapraja 

regions.. Sultans, placed at the top of government hierarchy in such 

swaprajaswapraja states, hesitantly chose to side with the Dutch because the 

republicann movement in their respective areas was poorly 

organized.. Pro-republican political organizations were few and 

theirr membership was limited. Among the more significant were 

P3KRII  (Panitia Persiapan Penyambutan Kemerdekaan Republik 

Indonesia,Indonesia, Preparatory Panel for the Announcement of Indonesia's 

Independence),, PKR (Penjaga Keamanan Rakyat, Guard for the 

People'ss Safety) - both based in Samarinda - and GRK {Gerakan 

RakyatRakyat Kutai, Movement of the Kutai People) in Tenggarong. 

Theree was only one paramilitary organization in East Borneo that 

actuallyy engaged in armed resistence to NICA, the BPRI {Barisan 

PembrontakPembrontak Rakyat Indonesia, Revolutionary Movement of the 

Indonesiann People). However after the 1947 ambush of a KNIL 

convoy,, the BPRI leadership in the area was hunted down and 

exiledd (Nur et al. 1986:28-29). Subsequently, no effective anti-

NICAA underground movement existed in East Borneo. The EBF 

wass to have (inasmuch as possible) a democratic structure, 

embodiedd in the East Borneo Assembly chaired by the sultan of 

Kutai,, Aji Muhammad Parisekit (Dachlan 1975; Soetoen 1975). 

Beloww the East Borneo Assembly, at the district level, each of the 
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aforementionedd swapraja regions were to elect their own 

assemblies63. . 

Followingg the withdrawal of the Dutch in 1949, East Borneo 

officiallyy became part of a united Indonesia on April 10, 1950. 

Withh the inclusion of East Kalimantan in the state of Indonesia, 

EBFF as well as its subordinate swapraja assemblies were abolished 

(Soetoenn 1981). However, the swapraja structure itself was 

retained.. Immediately after East Kalimantan became a part of 

Indonesia,, the province was administratively reorganized into three 

sawprajasawpraja territories: Berau, Bulungan and Kutai. As a result of 

governmentt regulation (Peraturan Pemerintah) no. 39 1950, these 

threee new administrative units were instructed to form temporary 

assembliess (DPRD-S, or Dewan Penvakilan Rakyat Daerah 

Sementara)Sementara) as a preparatory step to national governance. However, 

aa gridlock between swapraja and strengthening republican forces in 

thee province caused repeated delays in the formation of such 

assembliess . 

Itt was clear, however, that swapraja regions in East Kalimantan led 

byy sultans and associated aristocrats would not be simply 

abolished,, at least not at short notice. The ruling elites, feeling 

"discreditedd by Dutch-sponsored federal states [...], anxious to 

Withh the exception of Gunung Tabur and Sambal iung. Since these were 
relativelyy small sultanates, they jointly formed one representative assembly for 
Berauu (Dachlan 1975:274). 
64 4 

Inn Kutai, for instance, the growing anti-swaprqja sentiment was expressed by 
thee rallying call "moh DPRD, selama swapraja Kutai masih ada", or reject 
DPRD,, as long as swapraja Kutai exists. 
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rehabilitatee themselves and find political security" (Rocamora 

1970:146),, were eager to join forces with anti-federal political 

partiess such as PNI and Masjumi as early as 1951-1952. Initially, 

theyy were not particularly welcome. However, this changed as the 

prospectt of the 1955 elections neared. The leadership of PNI 

(Partai(Partai Nasional Indonesia, Indonesian National Party) in 

particularr "became increasingly aware that success in the elections 

wouldd depend on their capacity to amass funds and to expend party 

membershipp in short order" (Rocamora 1970:146). Because of the 

limitationss of party infrastructure and the inability of the party to 

penetratee the village level, "the party felt compelled to take a 

shortcutt by enlisting the support of government officials [...] and 

otherr local notables who were believed to command votes on the 

basiss of personal ties" (Rocamora 1970:147). This was the crucial 

factorr behind PNI politicians in Jakarta beginning to actively 

engagee aristocratic elites into the ranks of regional bureaucracies65. 

Itt was also the main reason for PNI becoming "a patronage 

machine""  in the 1950s (Rocamora 1970:180). 

Suchh an engagement became the main political point for the PNI in 

thee region, as its highest public officials in East Kalimantan were 

instructedd to press for cooperation of anti-swapraja forces with the 

sultans.. By 1950, the resident of East Kalimantan, Roeslan 

Moeljoharjo,, who took over in late 1949 from A.R. Afloes, a 

memberr of the royal court in Kutai, began pressing all parties not to 

predicatee the existence of DRPD-S upon the dissolution of 

Otherr Indonesian parties sough to employ similar recruiting and campaigning 
strategies,, but PNI was by far the most successful. 

93 3 



swaprajaswapraja regions, because they would not be abolished overnight 

andd pressure to do so would only prevent dialogue from taking 

placee and democratic institutions from taking root ("merugikan 

perkembangann demokrasi di daerah ini sendiri")66 (Dachlan 

1975:275).. In 1954, Roeslan Moeljoharjo vacated the seat of the 

resident,, which was subsequently taken over by APT Pranoto, a 

youngerr brother of the Sultan of Kutai (Tim Kaltim 1999:13). 

However,, bringing influential individuals into the party ranks and 

winningg votes required a considerable amount of financing, which 

PNII  did not possess. The hopes for the necessary financial boost 

weree to a considerable degree pinned on grand development 

projectss planned for Kalimantan in the early 1950s, few of which 

saww the implementation stage (FEER 1953, 1954). As a result, PNI 

chosee to resort to off-book financing and illegal economies for 

mostt of the financial resources itneeded. Among the PNFs most 

commonn strategies used to generate "campaign funds [was to 

impose]]  informal levies on businessmen to whom its [PNI] 

ministerss awarded licenses, import facilities and government 

loans"677 (Rocamora 1970:146). In East Kalimantan, facilitating 

unofficiall  exploitation of forests and minerals for trade was of 

particularr importance. 

Inn contrast to Kutai, swaprajas Bulungan and Berau managed to form their 
ownn assemblies because of somewhat weaker republican sentiment. 

Rocamoraa (1970) explains that extensive reliance by PNI on informal sources 
off  party financing in the early 1950s is reflected in the budget of party 
headquarters.. "For the whole year of 1953, it was Rp. 540,937.70, while for the 
firstt ten months of 1954, it was already Rp. 1,842,079.77". In 1956, following 
thee successful showing of PNI in the elections of the previous year, the party 
leadership,, faced with protests over such informal financing, admitted that 
greaterr accountability measures was necessary. 
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Eastt Kalimantan's professional forestry services being was nearly 

non-existentt at that time was conducive to such objectives. The 

Departmentt of Forestry of East Kalimantan (Dinas Kehutanan 

KalimantanKalimantan Timur) did not resume functioning until 1957. During 

thatt time, forest policy in the province was limited to irregular 

surveyss by foresters from Bogor and the ministry in Jakarta. The 

exploitationn system relied on the continuation of regulations from 

thee Dutch period that allowed for timber extraction either by means 

off  large concessions {concessies) or smaller logging plots 

{kappercelen).{kappercelen). However, given the political uncertainty in East 

Kalimantann at that time, there was no interest in large logging 

concessions.. Small logging plots, with maximum area of 10,000 ha 

each,, were considered the only good venue for the exploitation of 

forestss for timber. Reflecting such a reality but at the same time 

tryingg to prevent too drastic fragmentation of logging plots in the 

earlyy 1950s the resident of East Kalimantan set the minimum 

loggingg plot size at 1,000 ha. In addition, as a means to stimulate 

interestt in forestry, permits for small concessions were to be issued 

locally,, by swapraja officials. 

Thee swapraja bureaucracy and political parties courting it were all 

eagerr to tap into timber revenues. However, the partners they 

neededd most to make it happen, Chinese entrepreneurs, were in an 

increasinglyy problematic political situation. The rising anti-Chinese 

sentimentt in the area, and in Indonesia as a whole. This sentiment 

wass already well established before the war, when most taukes had 

too operate in association with bumiputra partners, whether local 

hajihaji notables with connections to sultanate courts or small-scale 
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subcontractors.. However, after the war, and particularly following 

thee withdrawal of the Dutch in 1949, anti-Chinese attitudes 

intensifiedd due to rising nationalism in a country that saw a strong 

linkk between the commercial success of the Chinese and the 

coloniall  domination of Indonesia by the Netherlands. As a result, 

forr taukes, partnerships with members of local swapraja 

bureaucracyy attained higher urgency than ever. Cooperation of this 

kindd entered into the most critical period in the early 1960s when, 

ass a result of benteng (or Indonesianization) business policy in 

Indonesia,, ethnic Chinese entrepreneurs in East Kalimantan were 

barredd from direct trade in the interior68 (Mackie 1976; Sellato 

2001:93). . 

Ass long as such cooperation could be worked out, the Chinese 

wouldd conduct the kapersil logging business by subcontracting the 

workk to "front" bumiputra firms. In Bulungan, for instance, among 

suchh bumiputra enterprises active in the trade of forest products 

weree the Agung firm, Abuhaling, N.V. Perdas, CV. Abadi, N.V. 

Kaltim,, Peksi, C.V. Satria, Djuara and Sinar (Bakeri 1955). As a 

rule,, a Chinese timber entrepreneur "[did] not manage the operation 

himselff  but [dealt] on a contract basis for a fixed price per m3 of the 

logss delivered at a certain point. Under the contract conditions, 

also,, an amount of food [had] to be supplied in advance of the 

operationn [...] to be [later] deducted from the value of the delivered 

product""  (Anwar 1958:607-608). 

Thee National Regulation (Peraturan Pemerintah) No. 10 of 1962 required that 
alll  "foreigners" (i.e. Chinese) remain in urban centers under military control. 
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Thus,, local swapraja figures in East Kalimantan became of double 

importancee and usefulness to PNI. First, they were crucial in 

winningg to generating the popular vote. Second, they also 

controlledd the means that, if properly utilized, could provide 

substantiall  financial contributions to the campaign. They did so by 

providingg protection and licenses for Chinese entrepreneurs, who 

operatedd indirectly through partnerships with their bumiputra 

counterparts,, in return for a share of the proceeds. This pattern of 

interdependenciess and interactions illustrated in Figure 3, was 

typicall  not only of the timber trade but also trade in other products 

inn rural areas. 

Figuree 3. Logging and timber  trade in East Kalimantan in the 

1950s. . 
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Whilee most of the timber produced through such a system was 

destinedd for domestic markets in Java and Sulawesi, it is likely that 
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somee of it was also beginning to be shipped clandestinely to the 

portt of Tawau in North Borneo. Taukes in North Borneo East 

Kalimantann shared the same cultural heritage and place of origin in 

southernn China (FEER 1952). They both had multifaceted business 

activitiess were. Chinese firms in North Borneo pursued timber 

operationss in conjunction with investments in fisheries, plantations, 

shipping,, etc. (Lee 1976). Similarly, in East Kalimantan, Chinese 

merchantss were involved in wide-ranging activities that included 

shopkeepingg and trading, in addition to kuda-kuda logging. The 

multi-directionall  orientation of their business provided a perfect 

frameworkk for moving various products (likely including timber) 

acrosss the border within the framework of barter trade. Barter trade 

att the place where the borders between East Kalimantan, North 

Borneoo and Philippines met was already very lively before the war. 

Afterr the war, it intensified further as hundreds of native vessels, 

knownn in North Borneo as kumpit boats, crossed the borders back 

andd forth, bringing raw materials into North Borneo and 

"smugglingg manufactured articles back home" (Lee 1976:5). The 

Britishh colonial government condoned this informal trade, a policy 

thatt was continued by the state government of Sabah (North 

Borneoo was renamed Sabah after the departure of the British in 

1963)) (Vu 1997). Both governments were involved in this trade 

becausee it was profitable, due to tax collection on imported items. 

Equallyy important was that fact that North Borneo Chinese 

businessmen,, who were politically increasingly well organized and 

thereforee influential, provided most of the financing for barter trade 

andd therefore they stood to lose most from any barter trade 

restrictions. . 
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Thee growth of barter trade in the 1950s coincided with a 

tremendouss expansion of the international markets for tropical 

timber,, such as Meranti and Keruing particularly in Japan69 (Lee 

1976:23).. It is interesting to note that timber production in 

Indonesiaa in that period increased substantially, especially the 

proportionn of the so-called "wil d timber" (tropical hardwoods). In 

1951,, total timber production was approximately 1.25 million m , 

whichh increased to nearly 1,7 million a year later (EKI 1954:373). 

Inn 1953, the total timber production in Indonesia rose further to 3.4 

millionn m3 and it remained the same in 1954. In 1955, the 

productionn edged up again to 3.5 million m (Anwar 1958:602). An 

importantt fact in connection with these statistics is that roughly 

two-thirdss of that timber consisted of non-teak species from 

Kalimantann and Sumatra, because the teak forests of Java had been 

soo severely over-cut during Japanese occupation that their 

subsequentt productivity was very limited70 (Roeder 1973b). 

Edwinn Lee (1976:23) notes that at that time "[t]he overseas market expended 
beyondd all expectations and prices remained at a high level". Between 1956 and 
1959,, both the volume and value of timber exported from North Borneo doubled. 
Betweenn 1959 and 1961, the volume and value of exported timber nearly 
doubledd again, reaching the respective levels of nearly 1.8 million cubic meters 
andd US $ 100 million. Japan was by far the largest importer, taking in about 70 
percentt of the entire export. Japan's absorption of timber from North Borneo was 
causedd by its gradual withdrawal from the Philippines in the late 1950s as a 
resultt of increasingly restrictive log export policies and diminishing forest 
reservess in that country. For year-by-year figures of timber exports from North 
Borneoo in the 1950s, see Appendix 2. 

Thee production of the panglong areas in Eastern Sumatra was estimated to be 
aboutt 400,000 m3 annually, most of which was exported to Singapore. Following 
Indonesia'ss independence, a large portion of the former panglong business in 
Sumatraa continued unofficially, as Singapore's demand for timber for 
reconstructionn purposes and export skyrocketed. Similar to the barter trade 
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Finally,, and perhaps most importantly, it was estimated that at least 

500 percent of overall production went unreported, as forestry 

plannerss of that time regularly made provisions for such "unofficial 

production""  (Anwar 1958:606). 

3.2.23.2.2 Economic decline in East Kalimantan in the late 1950s and 

increasingincreasing importance of illegal timber trade 

Followingg the elections of 1955, in which PNI and Masjumi fared 

bestt in East Kalimantan71, stalled governance in the area began 

gainingg new momentum with the implementation of the 

Governmentt Regulation No. 14 of 1956, which stipulated anew the 

formationn of consultative assemblies in residencies and special 

regionss (daerah istimewa), which corresponded to the former 

sultanates.. In 1957, East Kalimantan became one of three provinces 

(Tingkat(Tingkat I) covering the Indonesian part of the island of Borneo. In 

additionn to East Kalimantan, South Kalimantan (Selatan) and West 

Kalimantann (Barat) were formed. APT Pranoto, from the royal 

familyy of Kutai, who until then served as the resident of East 

Kalimantan,, was given the post of governor of the newly formed 

provincee (Tim Kaltim 1999:13). In the following year, DPRD 

Kutaii  was constituted based on the 1958 local elections with that 

situationn between East Kalimantan and North Borneo/Sabah, in Sumatra key 
financiersfinanciers were taukes based in Singapore (Soepardi-Wardi 1956:148). 

PNII  received 43,067 Parlamentary votes and 50,940 constituent assembly 
votes,, whereas Masjumi obtained 44,347 and 38,610, respectively (Feith 
1957:70).. The conservative Islamic party NU {Nahdatul Ulama) was in the third 
place.. Overall, Masjumi secured 25.7 percent of total votes in East Kalimantan to 
255 percent by PNI (Roeder 1973b:78). 
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cementedd the dominant position of PNI . Subsequently, 

Regulationn No. 27 of 1959 transformed the remaining istimewa of 

Eastt Kalimantan into districts (kabupaten), or second-tier regions 

{Daerah{Daerah Tingkat II). In 1960, basic elements of functioning 

governmentt in East Kalimantan were finally being put into place. 

However,, there were difficult times ahead. They came primarily as 

aa result of the Indonesian government's policy to create an 

independentindependent class of bumiputra (Glassburner 1962). This policy, 

calledd benteng* aimed to facilitate the participation of Indonesians 

inn import-export business through credit facilities made available to 

themm and established by BNI {Bank Negara Indonesia) 

(Donnithornee 1954:36). The establishment of Indonesian trading 

firmsfirms of all sizes was an illusory success, however, as their 

managementt was oriented towards short-term consumption rather 

thann long-term business objectives, and it resulted in a class of 

enterprisess that were economically parasitic (Van der Kroef 

1959:62).. Huge debts accumulated by these enterprises led to 

defaultss and bankruptcies that required government bailouts. 

Despitee clearly being an economic failure, the benteng policy 

lingeredd throughout the years of Sukarno period and continued to 

drainn shrinking resources not only directly, but also indirectly 

throughh its political stronghold, National Business Coordinating 

Bodyy (BAKUNA) , which had great influence on national policies 

Inn 1958, DPRD Kutai consisted of 30 seats with the following composition: 
PNII  8, Masjumi 6, NU 4, PSI 4, PKI 3, PIR-Hazairin 2, PSII 1, Purba 1 and 
Persatuann Daya 1 (Dachlan 1975:278). 
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concerningg development planning, foreign investment and taxation 

(Vann der Kroef 1959:64). 

Thee worsening political and economic climate of the late 1950s 

claimedd its first casualties in East Kalimantan in the coal mining 

sector.. Due to rising anti-Dutch sentiment and a push for the 

nationalizationn of foreign enterprises, the OBM coal mining firm 

nearr Samarinda withdrew, handing over its operations to a national 

bentengbenteng company P.N. Tambang Batu Bara Mahakam73. For 

similarr purposes, the SMP company in Berau closed down as well. 

Inn the midst of this gradual, yet steady, decline, timber extraction 

andd trade became increasingly vital, not only politically, but also 

economically,, for civil servants, traders and many other people. It 

iss because demand for tropical timber (particularly in Japan) began 

too grow quickly, causing a strong increase in prices. While 

exploitationn of tropical hardwoods in Indonesia intensified too at 

thatt time, the territory of North Borneo near East Kalimantan 

experiencedd a veritable timber boom (Lee 1976:23). An indication 

off  how quickly timber-and forestry-related activities gained in 

significancesignificance is the fact that between 1951 and 1960, the number of 

officiallyy registered Indonesian nationals (from East Kalimantan 

P.N.. Tambang Batu Bara Mahakam struggled mightily after the takeover of 
OBM.. In 1963, in a bid to stem losses, this government-controlled company 
handedd over exploitation activities to three contractors: CV Fadjar Timur, Usaha 
Nasionall  Penggalian Batu Bara Negara di Loah Ulung, and PT Bangan 
(Monografii  1969:57-58). As in forestry, the Chinese were involved in these 
"nationarr coal mining companies unobtrusively. The involvement of the 
Chinesee in coal mining in Kutai, through bumipidras, has a long history see 
Jongbloedd (1939). However, despite these measures, the Mahakam coal mines 
wentt bankrupt and suspended operations indefinitely in 1971 (Monografi 
1972:97). . 
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andd Sulawesi) in North Borneo increased by 300 percent (Kaur 

1994:47).. Considering the fact that unregistered number of 

Indonesianss working in North Borneo was and, to this day, 

continuess to be far higher than what official records indicate, it is 

clearr that the movement of people and goods across the border was 

intensive. . 

Thee cross-border work and trade continued to intensify following 

thee nationalization of the Dutch BPM oil company in 1957 and the 

impositionn of national emergency measures in 1958. With most 

governmentt funds being committed to the fight against separatist 

movementss in Sumatra and Sulawesi, and later to the liberation of 

Westt Irian (Netherlands New Guinea), informal revenues from oil 

andd timber in East Kalimantan were absolutely necessary74. During 

thiss time, the military emerged as the main party in, and sponsor of, 

suchh trade. They were the main beneficiary of the state of 

emergencyy in Indonesia in 1958, primarily as a result of the 

introductionn of the concept of dxvifungsi (dual function) into the 

militaryy doctrine whichprovided justification for involvement of 

Officiall  North Borneo statistics of imports from Indonesia are telling in this 
regard.regard. These data, mainly about the import of oil from East Kalimantan, 
indicatee that from 1958 to 1959 such trade increased nearly 300 percent (from 
4.88 percent to 13.3 percent) rendering Indonesia the second most important 
sourcee of imports after the United Kingdom {North Borneo Annual Review 
1959:52).. In 1960, Indonesia maintained its impressive second place ahead of 
USA,, Japan, Hong Kong and other industrialized countries, accounting for 13.2 
percentt of all North Borneo imports (North Borneo Annual Review 1960:50). In 
19611 and 1962, the Indonesian share of imports decreased somewhat to 10.6 
percentt and 9.7 percent, respectively, placing Indonesia in a strong fourth place 
behindd the UK, Hong Kong and the USA (North Borneo Annual Review 
1962:58).. Throughout, however, the official position of the Indonesian 
governmentt was that economic relations with the British colony should be 
minimal. . 
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securityy forces in all aspects of social, political and economic life. 

Throughoutt Indonesia, specially appointed regional military 

commanderss (PEPERDA, Penguasa Perang Daerah) had supreme 

authorityy over all aspects of life (Soetoen 1975:203; Nur et al. 

1986:42).. Therefore, under the guidance of the military in the late 

1950ss and particularly early 1960s, East Kalimantan underwent a 

swiftt transition away from swapraja leadership towards more 

radicall  and nationalistic direction75. The bureaucratic ranks, which 

expandedd steadily under swapraja leadership in years, continued to 

groww as various semi-military and resistance groups {pemudd) from 

thee 1945-49 period staked out their claims and followed their 

ambitions.. In short, major posts at all administrative levels in the 

provincee were either directly taken over by the military or given to 

peoplee associated with it. 

Ass a result of the transition to more nationalistic leadership, the 

militaryy took over the role of swapraja rulers in providing 

patronagee and protection for taukes and associated bumiputra 

enterprises,, in exchange for a share of profits, leaving the dynamics 

off  the system essentially unchanged (see Figure 4). The licenses for 

kapersilkapersil thus became a major asset in the hands of local, 

predominantlyy military, officials. This was also because the East 

Kalimantann Forestry Office (Dinas Kehutanan Kalimantan Timur) 

wass dissolved in 1958 and in its place a government company 

Thee transition was a pronounced turn to the political Left. However, in East 
Kalimantann This Left was represented largely by elements from within the PN1. 
Thee latent influence of swapraja conservatism prevented the Indonesian 
Communistt Party (PK1) from making any serious inroads in East Kalimantan. 
Forr more details on this transitional period, see Magenda (1991). 
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Perhutanii  (subordinate to provincial PEPERDA) was given the 

exclusivee control of all production forests in the region (Monografi 

Kaltimm 1969; Monografi Kaltim 1970). Specify, the value of small 

concessionss as an economic and political asset continued to rise 

(Nadjamuddinn 1960; Sarjono 1961; Trihadi 1964). The value of 

smalll  concessions received a defining boost in the early 1960s from 

thee cooperative agreement between Indonesia and Japan, which led 

too the formation of the Kalimantan Forestry Development 

Corporationn (KFDC). 

Figuree 4. Logging and timber  trade in East Kalimantan 

betweenn the late 1950s and early 1970s. 
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Ass already mentioned, in the mid-1950s, tropical log importers in 

Japann began moving away from the Philippines because of 

increasingg trade and resource limitations (FEER 1959). As an 

alternative,, they began to import logs aggressively from North 
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Borneo.. In 1959, however, they decided to explore a still more 

abundantt source of timber in Indonesia's East Kalimantan (Feer 

1959).. Following surveys and negotiations, in 1963 a group of 28 

companies,, including pre-war veterans of logging in the region 

suchh as Mitsubishi and Mitsui, decided to form a KFDC 

(Kalimantan(Kalimantan Forestry Development Corporation) joint venture 

withh the Indonesian government forestry firm Perhutani on a 

production-sharingg basis in order to get large-scale exploitation of 

timberr in East Kalimantan underway (Takita 1963). The focus of 

operationss was to be in the northern part of the province near 

Nunukan,, Tarakan, Berau and Sangkulirang where most of the US 

$$ 2 million initial investment credit was to be utilized (FEER 

1965). . 

Fromm the outset the operation involved the intensive participation 

off  local timber operators who had previously (first with swapraja 

andd then military blessing) carried out logging on kapersil 

concessions.. Despite the fact that mechanized logging was to be the 

mainn means of extracting timber, there were extensive provisions in 

placee for the use of manual kuda-kuda logging methods in less 

accessiblee (swampy) areas (e.g. FDC/Ataka-Perhutani 1969). 

However,, soon the joint venture showed signs of deficiencies that 

wouldd persist throughout its lifetime in other words, cost overruns 

andd official production output far below expectations. By 1970, 

fivefive operational units in East Kalimantan produced 130,000 m3 of 

timberr annually each, for a total of 800,000 m3, merely half of what 

wass planned (De Pater and Visser 1979:24). 
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Whilee in the eyes of Japanese shareholders and managers KFDC 

wass essentially a failure, for local timber businessmen in East 

Kalimantann this undertaking proved to be a boon. Small-scale 

timberr operators not only found it profitable to work their kuda-

kudakuda teams for KFDC, but thanks to the joint venture's 

infrastructuree and logistics, they found it easy and more profitable 

too ship timber across the border to Tawau in North Borneo/Sabah. 

Thee Japanese offer to pay their Indonesian partners international 

markett prices for the timber their teams produced, but in reality 

thesee prices were substantially lower because of Indonesia's credit 

obligations.. The result was that a sizable portion of production was 

steadilyy diverted and sold in Tawau (Malaysia), Java and 

elsewhere.. This cross-border smuggling was facilitated further by 

thee fact that despite political and military tensions between 

Indonesiaa and the forming state of Malaysia (konfrontasi), there 

weree no restrictions placed on cross-border barter trade "by the 

Sabahh Government [...] in spite of the breaking-off of diplomatic 

tiess with the Philippines and Indonesia in the latter half of 1963" 

(Northh Borneo Annual Report 1963:45-46). Thus KFDC suffered 

fromm chronic production deficit throughout. Despite projections 

thatt it would generate US$ 52 million in profits for Indonesia 

betweenn 1960-1968, it made in losses of more than US$ 10 million 

(Paukerr 1961:123; Manning 1971:36). 

Thiss situation eventually reached a point at which increasing 

numberss of small-scale loggers did not even bother to obtain 

officiall  permits for their logging plots anymore. As a result, 
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provincee authorities in East Kalimantan issued Regulation No. 9 of 

19633 requiring that all parties external to Perhutani to acquire 

kapersilskapersils and to confine their activities to licensed areas 

(Monografii  Kaltim 1968:16). In 1964, the East Kalimantan 

Forestryy Office (Dinas Kehutanan Kalimantan Timur) was revived, 

andd one of the most urgent issues on its agenda was elimination of 

whatt was described as penebangan liar, or illegal logging 

(Monografii  Kaltim 1968:11; Monografi Kaltim 1970:65). 

3.33.3 Banjir kap boom and the intensification of the illegal 

timberr  trade 

Thee regulation of small-scale logging in the mid-1960s in East 

Kalimantan,, however, remained very much confined to the realm 

off  theory, as in practice illegal exploitation and trade of timber 

becamee so deeply engrained that it virtually became an economic 

andd political lifeline for an array of institutions and people in the 

provincee and districts. 

AA new chapter on economic and political utility of kapers il-based 

loggingg began in 1965 with the downfall of Sukarno's Guided 

Democracyy in Indonesia and the ascendance in 1966 of the New 

Orderr government led by General Suharto. The process of 

intensificationn of small-scale logging accompanied the elimination 

off  the political Left by the military in all provincial institutions76. 

Thiss process was initiated as early as April 1965 with the removal of pro-left-
wingg PNI and PKI Colonel Soeharjo from the post of PEPERDA in the province 
(Timm Kaltim 1999:16). He was succeeded by the much more conservative right-
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Althoughh the influence of the Indonesian Communist Party (PKI) 

inn East Kalimantan was limited and the total number of people 

arrestedd and imprisoned as a result of the 1965 coup was relatively 

small,, nevertheless the process was sufficient to clear the way for 

thee military domination of government institutions at all levels77. 

Withh the army fully in charge, the officers were free to generate 

off-bookk revenues from timber and other commodities in order to 

lightenn the burden on the central government budget and to reward 

itss allies. During his very first tour of South Kalimantan in 1967, 

Suhartoo was asked about the burgeoning timber exploitation, 

dubiouss trade practices and associated corruption in the region 

(Semann and Rosasi 1968). He acknowledged problems, but 

defendedd those involved in the timber business by explaining that 

transgressionss occurred because of crisis conditions in the country 

(Semann and Rosasi 1968: 47). Once the situation improved, 

exploitationn would be more regulated and stable. 

Forr the time being, however, reviving the moribund economy and 

furtheringg the consolidation of political power in the regions were 

Suharto'ss most immediate objectives. The government addressed 

thesee goals with the following two-pronged approach: 1) 

wingg military officer Soemitro, who immediately sought to dislodge Soeharjo 
supporterss from the ranks of bureaucracy and the military. 
77 7 

Byy the end of 1968, 235 people were arrested in Samarinda and charged with 
associationn with either PKI, Gerwani (Gerakan Wanita Indonesia, Indonesian 
Women'ss Movement) or both (RJMA 1968a:33). At the same time, in West 
Kalimantann 13 officers of the Tanjungpura Military Command in Pontianak were 
arrested,, inincluding to an assistant police commissioner and two police 
brigadierss (RIMA 1969a: 105). In other Kalimantan provinces arrests were more 
numerous.. Between 1965 and 1969, nearly 3,000 suspected communist 
sympathizerss were detained in Central Kalimantan(RLMA 1968a:33). In South 
Kalimantan,, strong pro-PKI sentiment was believed to be present in the South 
Baritoo District (RIMA 1968a:33, 1968b:31). 
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formulationn of the 1967 Basic Forestry Law (BFL) that gave 

centrall  government far-reaching authority over the all forests in 

Indonesia,, estimated at 140 million ha and 2) promulgation of 

liberall  investment laws, both domestic (PMDN, or Penanaman 

ModalModal Dalam Negeri) as well as foreign (PMA, or Penanaman 

ModalModal Asing). In a repetition of PNI strategy from the early 1950s, 

thiss framework enabled Suharto and his commanders in the 

provincee to use logging licenses as a tool to generate local political 

supportt and gain financial contributions. 

Thee results of the government's approach were quick in coming. 

Immediatelyy after the implementation of the 1967 investment laws, 

thee total area of small logging plots {kapersil) increased to almost 

600,0000 ha, out of which 447,000 ha were located in Kutai, 

107,0000 ha in Balikpapan/Pasir and 30,000 ha in Berau/Bulungan78 

(Monografii  Kaltim 1968:16). Concurrently, Sebatik and Nunukan 

islandss on the border between East Kalimantan and Sabah 

(Malaysia)) became notorious for timber smuggling activities 

(Monografii  Kaltim 1968:9-10; Monografi Kaltim 1969:10-11). 

Inn the same year, the first large logging concessions (HPH, or Hah 

PengusahanPengusahan Hutan) were granted to domestic companies. The 

compositionn of this very first group of concessionaries in East 

Kalimantann was as follows: 

Seee Appendix 3 for the list of kapersil concessions active in East Kalimantan 
inn 1967. 
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Tablee 3. HPH concessions in East Kalimantan in 1967 

Companyy Area (000 ha) 

PNN Perhutani Unit I-VII I 507 

PTT Porodisa Trading & Industrial Coy Ltd. 440 

PTT Budidjajawangi (Komando Korps Karya Angkatan 14 

Darat) ) 

CVV Djatikembang 200 

PTT Pilot Projek Berdikari 180 

PTT Komando Operasi Karya Angkatan Darat 100 

PTT Kayu Indonesia 70 

PTT Firma Kaltimex 60 

PTT Komando Korps Karya Angkatan Laut 60 

PTT Indomark 150 

Totall  1,781 

Source::  Monografi Daerah Propinsi Kalimantan Timur 1968, pp. 

15-16. . 

Thee table shows that, from the outset, the military were involved in 

thee large-scale logging business. This trend continued in the early 

19688 with the entrance of PT Yamaker, also controlled by the 

armedd forces, as the major operator of logging concessions along 

thee borders with Malaysia (Monografi 1969:43). In 1969, military 

participationn in logging activities in East Kalimantan increased 

furtherr as a result of 1) formation of the enterprise of the police 

{Badan{Badan Usaha Angkatan Kepolisiari), which was given 100,000 ha 

off  forest concessions and 2) the opening of the Regional 

Command'ss enterprise {Puskopad Kodam IX/Mulcnvarman) which 

obtainedd 40,000 ha (Monografi Kaltim 1970:74). 
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Kapersil-Kapersil-basedbased logging and early concession operations shared an 

importantt trait that is, they were being conducted by tauke. In the 

casee of small-scale concessions, the system of bumiputra frontmen, 

inn the place the 1950s and early 1960s, continued unchanged (see 

Figuree 4). Even though after 1965 the restrictions on Chinese 

enterprisess were abolished, an unspoken rule required that in order 

too conduct business safely and efficiently, they still had to align 

themselvess with patron figures who could provide bureaucratic 

accesss and effective protection. Even to those taukes in Samarinda, 

Berauu and Tarakan who had embraced Islam (masuk Islam) had to 

lookk for the protection of patrons. Within this setting, the military 

patronss would obtain licenses and provide security while taukes 

wouldd use the licenses to work kuda-kuda logging teams, mostly 

throughh bumiputra partners, and sell timber to foreign buyers 

awaitingg deliveries in coastal cities. This system was also initially 

appliedd to the first large concessions, because early HPH 

concessionariess had neither capital nor the necessary knowledge for 

undertakingg large-scale logging (Tedjokusumo 1971). While 

seekingg out taukes with connections with appropriate foreign 

partners,, the concessionaries used kuda-kuda system as a 

temporaryy manner of production79. 

Inn some cases, military commanders used their own troops as lumberjacks in 
orderr to produce timber. In a 10,000 ha kapersil controlled by the Regional 
Militaryy Command (Kodam X/Lam) near Banjarmasin in South Kalimantan, each 
soldierr was required to fell 20 trees of diameter greater than 60 cm. Logs 
producedproduced in such a manner were floated downstream to sawmills in Banjarmasin 
(Semann and Rosasi 1968:57). 
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Inn these conditions, military-sponsored timber firms thrived. In the 

northernn part of East Kalimantan, a constellation of such 

enterprisess established itself and cooperated very closely with each 

other.. At the extreme northern edge, strategically located on the 

Sebatikk island near Malaysia, was the concession of PT 

Budidjajawangi80.. Directed by Captain Agus Soemarlono, this 

concessionn became known in timber trade circles as the "Sebatik 

Project""  (Perhutani-PanNusantara 1968:1-2). In 1971, the company 

changedd its name and became PT Sebatik Abadi (Monografi 

Kaltimm 1972:206). To the west, along the border of Sabah, PT 

Yamakerr had its concession covering 200,000 ha. Wedged between 

thee two was a joint venture of 100,000 ha between Perhutani and a 

Philippinee sponsored company, PT PanNusantara. The three 

companiess worked very closely together, exchanging staff, carrying 

outt joint surveys and coordinating logistics. PT Yamaker was given 

itss concession as part of cooperation with Perhutani, and it hoped 

thatt this kind of arrangement would help it to find the capital 

necessaryy for large-scale exploitation. By that time, Perhutani, in 

additionn to its long-standing association with the Japanese through 

KFDC,, had also developed business contacts with South Korean 

andd Malaysian firms in this part of East Kalimantan, and was thus 

inn the perfect position to serve as an intermediary81 (Perhutani-

KaengNamm 1969; Perhutani-Sabah Timber 1969). 

Itt is worth noting that forest cover on the island at that time was already 
severelyy degraded by former logging activities and by intensifying agriculture 
Thiss suggests that the company's role was more that of a trade facilitator rather 
thann of an independent timber producer. 
81 1 

PTT PanNusantara and PT Budidjajawangi were both involved with Perhutani 
inn joint logging projects in the Sekatak River area, northern Bulungan 
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Inn 1968, the number of small-scale logging lots increased to a total 

off  256, covering nearly 800,000 ha82 (Monografi Kaltim 1969:41). 

Unregulatedd timber trafficking either within the barter system or 

throughh direct barge shipments intensified continuously, attracting 

moree public attention in the province and drawing timid 

admonitionss from forestry officials (Monografi Kaltim 1969: 68; 

Soepardii  1972). In 1969, the kapersil area increased further to more 

thann 1.2 million ha. At the same, the number of both foreign and 

domesticc companies already possessing, or in the process of 

applyingg for, HPH concessions increased to 27 for a total of 5.5 

millionn ha (ibid: 68-75). 

However,, small logging lots continued to be the preferred 

operationall  framework, as they offered much safer and relatively 

inexpensivee means of extracting valuable Meranti dan Keruing 

hardwoodss for expanding tropical timber markets in Japan, Korea 

andd Taiwan . The dispersed nature of kapersil concessions further 

enhancedd their attractiveness. This was the period of the banjir kap 

boom,, as the 1967-71 rapid expansion of small-scale logging in 

Eastt Kalimantan came to be known (Manning 1971; Slamet 1971; 

Pelusoo 1983a). The growth of timber exploitation and export from 

Eastt Kalimantan during this time was so intense that the shipping 

(Monografii  Kaltim 1971:83). Kaeng Nam and Sabah Timber looked for 
opportunitiess to work with Perhutani in the Malinau area. All these areas were 
closee to the aforementioned military concessions. 

Seee Appendix 4. 
83 3 

Forr the first time Banjir kap made an extensive use of chainsaws, although 
logss were pulled out of the forest manually. 
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sectorr (dominated entirely by the Japanese) struggled to keep up 

(Djajapertjundaa 1971). Increasingly, however, the most hindersome 

factorr to working effectively through such small-scale logging 

operationss was the unpredictability of production due to 

dependencee on weather and water conditions and to problems with 

timberr standardization and quality (Ruzicka 1979b). 

Withh stabilization of economic conditions and the political situation 

inn Indonesia, which were evident by 1970, Japanese timber buyers 

becamee increasingly inclined to invest more extensively in larger 

andd technically more sophisticated forestry operations. They had 

grownn increasingly frustrated with erratic banjir kap deliveries of 

oftenn substandard quality timber. This caused the growth of the 

numberr of kapersils in East Kalimantan to plateau in late 1969, 

whereafterr their numbers gradually declined. HPH concessions, on 

thee other hand, increasesteadily particularly after the 

implementationn of the Provincial Regulation No. 114 of 1971 that 

bannedd banjir kap in favor of mechanized logging. This regulation 

wass nearly identical to the Houtaankap-reglement of 1934 that 

barredd opkoopt as both legislations were to counter inefficiency, 

wastefulnesss and the uncontrollability of manual logging, while 

favoringg the benefits of industrial intensification. The main 

differencee between the two legislations was that, while in 1934, the 

limitedd market for tropical hardwoods helped keep the informal 

timberr trade under control, by 1971 economic and political status 

off  timber was dramatically different, for it emerged as an important 

84 4 
Exportt of timber from East Kalimantan increased eighteen-fold from 0.6 

millionn m3 in 1967 to 11 million m3 in 1971 (Barr 1998:92). 
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meansmeans to generate profits for subsistence and enrichment, and as a 

valuablee tool with which to exercise political control. 

Thee political and economic utility of banjir kap is well illustrated 

byy the important role it played in bringing Suharto's Golkar party 

too prominence in East Kalimantan in the elections of 1971 {Jakarta 

PostPost 2002). Once loyalty and control in the region were established 

andd banjir kap ceased to be useful as an economic reward, the time 

wass ripe to steer the flow of timber wealth in the direction of the 

presidentt and his entourage. Thus, the consolidation of forest 

policyy began in the early 1970s. 

Thee 1971 ban on banjir kap had definitely pushed small-scale 

loggingg out to the fringes. The regulation caused havoc in district 

economiess and necessitated a long period of adjustment, as migrant 

laborr (mostly Buginese) until then employed in banjir kap logging 

hadd to be redirected and absorbed in other sectors. It was a painful 

andd chaotic process that lasted well into the second half of the 

1970s.. However, it would be mistaken to assume that large-scale 

HPHHPH industry in East Kalimantan put an effective end to small-

scalee logging operations that had already functioned for decades. 

Onee strategy that small-sale sector adopted in the face of the ban 

wass to consolidate and seek mergers. In the late 1971, for instance, 

inn addition to large multinational HPH concessionaries, there were 

stilll  dozens of small local companies whose holdings ranged from 

40,0000 ha to a mere 1000 ha, well below the minimum HPH 

requirementt of 50,000 ha (Monografi Kaltim 1972:80-84). It is 

clearr that they were allowed time to adjust, as the ban on banjir kap 
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wass meant to take effect gradually allowing smaller timber 

operatorss to find a niche within the new environment85. Just how 

longg this consolidation process would last depended on connections 

betweenn companies and forestry officials responsible for HPH 

licenses.. In 1976, for instance, small companies of banjir kap 

naturee still operated in the district of Berau (Tim Monografl Daerah 

Berauu 1976:12). 

Thee other strategy was to hold out on the forestry sector's margins. 

Thee small-scale logging and timber trade could not be undone 

overnightt because over the years, these activities came to constitute 

thee basis for economic and political life for the scores of 

governmentt officials and institutions throughout the province. As 

such,, although on limited scale, small-scale logging in East 

Kalimantann continued to persist (Lauriat and Sacerdoti 1977:65; 

Sacerdotii  1979a:64). It just would not go away. In the 1980s it 

begann a comeback as a result of rapid expansion of timber 

processingg industries in Indonesia. 

3.44 Transformation of small-scale logging into a supplier  of 

downstreamm timber  industries in East Kalimantan in the 1980s 

Afterr the era of banjir kap, East Kalimantan entered another period 

off  timber rush in the early 1970s but this time it was through large 

HPHH concessions (Raharjo 1972; Miraza 1973; Roeder 1973a, 

Suchh a transitional period also allowed for the continued 
collectionn of official taxes from kappersil operators throughout 
19711 and even after (Monografl 1972:119). 
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1973b;; Awanohara 1974; Goldstone 1974b). In 1973, international 

pricess for tropical hardwood species of meranti peaked at 

unprecedentedd US $ 75 per m3 and, as a result, there was much 

investmentt in the region's timber86 (Dixon 1974; Daroesman 1979; 

Ruzickaa 1979a; Peluso 1983a). Approximately 25 percent of 

Indonesia'ss production forests were on East Kalimantan at that 

time,, but during the 1970s the region produced approximately half 

off  all exported timber. The export figures for this period are indeed 

high.. "Some 15 million ha of concessions, virtually the entire area 

off  East Kalimantan's productive forests, were granted in the period 

1967-76,, the great majority of them during 1970-73" (Daroesman 

1979:47).. The volume of timber exports increased dramatically 

fromm 300,000 m3 in 1968, when the first mechanized operations 

began,, to nearly 10 million m3 in the peak year of 1979, and it was 

estimatedd that 1979 exports generated over US $ 1 billion in 

governmentt income. Employment opportunities grew as well. If, in 

1972,, the large-scale timber industry in East Kalimantan employed 

12,0000 people, out of which 5,000 were foreigners, by 1977, the 

totall  number doubled to 24,000 but the number of foreign workers 

wass reduced by half (Daroesman: 50). 

Thiss spectacular growth of HPHs occurred for two reasons. First, 

profitss from logging were extremely high. This is illustrated by the 

factt that in 1972, "the gross profit of the big concessionaries [was] 

estimatedd to be in the range of 30 to 40 percent and in some cases 

evenn considerably more" (Koehler 1972:108). This profitability 

Inn 1967. at the beginning of banjir kap, a cubic meter of meranti timber sold 
forr US $ 25 (Seman and Rosasi 1968:47). 
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wass made possible by the very liberal regulation of logging 

industry,, whereby companies enjoyed very low taxation, which 

allowedd them to capture most of the value of the resource. Some 

estimatess suggests that during this period, the Indonesian 

governmentt officially captured no more than 20 percent of the 

actuall  value of timber that had been extracted, or even less 

(Ruzickaa 1979b). In short, the timber boom generated a great 

amountt of wealth for those who were in a position to participate in 

itt (Kosakoy 1978; Ramli and Ahmad 1993). 

Anotherr factor fueling the aforementioned logging concession 

boomm was the very limited and largely token supervision of the 

forestryy sector by the Indonesian government. Hypothetically, 

theree were numerous regulations that concessionaries were required 

too follow, including the preparation of one an half and twenty year 

managementt plans, and the selective feeling and replanting of trees. 

Inn addition, the companies were not allowed to subcontract their 

workk and were expected to process locally up to 40 percent of their 

logg output by the seventh year of operation (Daroesman 1979:48). 

Byy 1980, there were hardly any HPH companies trying to comply 

withh these rules. On the one hand, the inability to enforce these 

regulationss was caused by the discrepancy between the small size 

off  the Forestry Service (Kanwil, or Kantor Wilayah) in East 

Kalimantann and the very large area of forest that this institution 

wass responsible for. For instance, in 1977 the Forestry Service in 

thee province had "800 employees, of whom 300 were 

administrativee and 500 technical although only about half of these 

weree available for fieldwork" (Daroesman 1979:48). On the other 
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hand,, however, even though the Forestry Service had adequate 

manpowerr and resources, their decision-making ability was 

extremelyy limited. This was because the effective power relating to 

forestt policy rested with important military and bureaucratic 

leaderss in Jakarta and in the regions that were connected to 

Presidentt Suharto (Sacerdoti 1979a, 1979b; Jenkins 1980; Saman et 

al.al. 1993). 

Thee powerful position of the military in forestry came as a result of 

itss access to HPH licenses. These were made available as a reward 

forr the 1971 Golkar elections success and as a compensation for the 

closuree of banjir kap, and a means to further solidify security and 

stabilityy in the country. Their direct association with rich foreign 

partnerss (from Japan, Philippines and USA), led to the exclusion of 

locall  taukes who, until then, had played the most important role in 

facilitatingg and running logging operations. It was the time for 

militaryy "silent partners" to embark "a ride of the lifetime" because 

onlyy by virtue of supplying concession permits to multinational 

corporationss were they able to secure considerable shareholding 

rights,, from which they enjoyed extremely high rates of return 

(Samegoo 1998). 

Ass timber exports of high quality mechanically extracted logs from 

Eastt Kalimantan skyrocketed in 1972 and 1973, small-scale 

operatorss came under increasing pressure to reorganize and 

consolidate,, or disappear. However, they were never entirely 

eliminatedd and continued to survive despite the growth and 

privilegess of large HPH concessionaries. They were aided in this 
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byy the crisis of 1974 and 1975, when the rise of oil prices 

throughoutt the world and subsequent economic recession in major 

timberr consuming countries pushed timber prices back to the 1967 

levell  of US $ 25 per cubic meter, putting nearly half of large 

concessionariess in East Kalimantan temporarily out of business 

(Goldstonee 1974c, 1974d). 

Whilee the collapse of timber prices was a major event in the 

developmentt of large-scale forestry sector in East Kalimantan, 

somee observers considered its impact to be overstated (e.g. Cogin 

1975:42).. They indicated that silencing of bulldozers was no so 

muchh due to the fact that there was no money to be made from 

timber,, but only because profits were not as extravagant as before 

1974.. In contrast to HPH concessions, small-scale logging 

operatorss were much more willin g to accept smaller profit 
•• 87 

marginss . 

Followingg the recovery of the timber market in 1975, prices 

quicklyy rebounded and production returned to the previous high 

levell  (Awanohara 1976; Jenkins 1976; McDonald 1976). However, 

inn the second half of the 1970s, Suharto's government (with 

increasinglyy visible participation of his key confidant on timber 

issues,, Muhamad "Bob" Hassan) became increasingly impatient 

withh continuing domination of raw log exports and the lack of any 

Ass similar situation occurred in 2001, when log prices in East Kalimantan 
bottomedd at US $ 25-30 per cubic meter. While the HPH sector experienced a 
significantt slowdown, small-scale logging remained vibrant. For more on this, 
seee chapter 6. 
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meaningfull  development of timber processing (Lauriat and 

Sacerdotii  1977; Bohlander 1978). Even though such ventures did 

sharee profits with important Indonesian policy and decision-

makers,, political and economic consolidation in Indonesia was 

sufficientlyy advanced to allow Suharto and his entourage to take 

fulll  charge of timber wealth (Sacerdoti 1979c). 

Theyy took the first step in 1978 by increasing the tax on log export 

byy 10-20 percent and by simultaneously reducing the export tax on 

processedd and partially processed wood by 5 percent (Zach 1978). 

Then,, they launched a sustained push for the implementation of the 

Presidentiall  Decree No. 20 of 1975, which stipulated that 51 

percentt of equity in HPH joint ventures should be transferred to 

Indonesiann partners after 10 years of operation (Sacerdoti 1979b). 

Despitee resistance and foot-dragging among foreign 

concessionaries,, by early the 1980s, "The Indonesianization" of the 

HPHH sector was essentially accomplished. 

AA surprising characteristic of such new "national" HPH companies 

wass that important managerial positions were put in the hands of 

ethnicc Chinese businessmen. The reason for this was that 

Indonesiann Chinese were supposed to know more about running a 

businesss than the military or bureaucrats, and they were much 

easierr to control (Crouch 1975; Mackie 1976b; FEER 1980; 

Robinsonn 1986; Suryadinata 1993; Schwartz 1994; Samego 1998; 

Thee emergence of Bob Hasan as one of the main timber tycoons in Indonesia 
inn the late 1970s and 1980s occurred largely as a result of his close enterprenural 
cooperationn with Suharto since the 1950s (Barr 1998). 
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McCullochh 2000). In other words, the idea was to make use of 

Chinesee economic expertise and at the same time exercise control 

overr them easily because of their politically weak position in the 

country.. This strategy worked very well indeed, as examples of 

insubordinationn occurred very rarely. Such odd cases were dealt 

withh swiftly, which is well illustrated by the Sinar Emas affair in 

Eastt Kalimantan in the early 1980s. The Sinar Emas group was led 

Mr.. Yos Sutomo, an ethnic Chinese businessmen who, by 1980, 

hadd established himself as one of most important players in HPH 

businesss in the province. However, without warning, in the early 

1980s,, he was jailed after an inquiry into alleged tax offenses and 

mismanagementt of forest concessions. The real reason for his 

detentionn appears to have been insufficient distribution of profits to 

Jakarta-basedd officials and local military (Magenda 1991; Barr 

1999).. Following his release after two years behind bars, Mr. 

Sutomoo quickly corrected his mistakes by transferring a share of 25 

percentt of his operations to the military. 

Thee next consolidating step was the imposition of a log export ban 

inn 1983, which was used as a means to tie the extractive HPH 

sectorr with plans for the timber processing industry (Awanohara 

1982).. This process of consolidation led to the emergence of timber 

conglomeratess in Indonesia, such as the Kalimanis Group, Barito 

Pacificc Group, Kayu Lapis Indonesia, Djadjanti, and Alas Kusuma. 

Al ll  of them eventually came to possess large plywood plants and 

holdd millions of hectares of forest concessions. 
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Thee consolidation plan seemed a spectacular success, as Indonesian 

HPH-plywoodd producers' performance exceeded all expectations. 

Betweenn early 1980s and beginning of the 1990s, plywood exports 

fromm Indonesia experienced a seven-fold increase from 1.25 

millionn cubic meters in 1982 to 8.96 million m3 in 1991 (Barr 

1999:193).. However, this tremendous growth was not the result of 

corporatee competitiveness or efficiency. Rather, various forms of 

subsidyy were the main responsible elements. With the log export 

bann in effect, domestic timber royalties and reforestation fees 

continuedd to be extremely low. This is clearly illustrated by the fact 

thatt "[a]t the beginning of the 1990s, the [...] fees imposed by the 

governmentt on the companies exploiting the forests were only US 

$$ 16 per m of wood, while the State of Sabah in Malaysia charged 

USS $ 100 per m3" (Firman 1999:112). This kind of subsidization 

wass a great incentive for the expansion of the plywood sector, but it 

hadd effect on the improvement of their performance. 

Inn reality, HPH-plywood synergies were often problematic, as 

manyy functioning and aspiring plywood producers could not or 

wouldd not generate a sufficient volume of timber from their 

concessions,, resorting to third party supplies (Brown 1999; Barr 

1999;; Dauvergne 1994). "Local suppliers", many of which were 

small-scalee logging operators, would come to take on this role. 

Suchh suppliers became a welcome addition to mainstay HPH 

timber,, primarily because they operated at a much lower cost. In 

thee late 1980s, analyses of such informal extraction of timber 

estimatedd that in addition to HPH-based operations, "at a 

minimum,, 2 million m3 of wood [were also] being taken out of 
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protectedd forests, conversion forests and reserve areas each year" 

(Schwartzz 1990). The "supplier option" was one of the subsidies 

thatt would encourage most the further expansion of the Indonesian 

plywoodd industry (Bisnis Indonesia 1999b, 2000a). 

However,, the suppliers did not merely deliver logs to the mills. In 

Eastt Kalimantan, clandestine export of timber to Sabah, Malaysia, 

ass part of of long-standing barter trade, continued uninterrupted. In 

1987,, official reports indicate that about 150 boats plied the 

Nunukan-Tawauu border area between Indonesia and Malaysia daily 

-- all without proper documentation (Kanwil Dirjen Perhubungan 

Lautt 1987). While barter trade had been the mainstay of tauke 

enterprisess for decades, it enabled three taukes in the northern town 

off  Tarakan (Tomi, Dedy and Jerry) to emerge from obscurity and 

eventuallyy dominate the timber component of such trade. They 

camee from tauke families that had some experience in timber trade 

inn the 1950s and 1960s, but in more recent times focused on 

shopkeepingg and the trade in consumer goods. In the mid-1980s, 

thesee taukes made an attempt to expand their business by 

individuallyy establishing small construction and supplier firms that 

deliveredd various goods, including heavy machinery imported from 

Malaysia,, to HPH concessionaries in Bulungan and Samarinda. It 

wass just a matter of time before experience from import trade and 

connectionss with the border personnel enabled these taukes to 

movee vigorously into timber trade. 

Ann indication of the magnitude of such timber smuggling came in 

JanuaryJanuary of 1997 when a Tawau based company, Syarikat Raspand 
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Sdnn Bhd, was caught ferrying over 3,000 undocumented logs from 

Eastt Kalimantan (Bangkuai 1997). It soon became known that the 

impoundedd logs constituted only one-seventh of the total amount 

thatt had been already shipped to Shinko Kaiun Co. Ltd. firm in 

Japann (Bingkasan 1997; New Straits Times 1997a, b). 

3.55 Summary 

Afterr the Japanese surrender in 1945, and subsequent resumption of 

thee Dutch administration through NICA, the economy in East 

Borneoo was in a poor state, causing the formation of a black market 

andd the smuggling of various products, including timber, for 

subsistencee needs. Aware of the plight of the people in Borneo who 

weree experiencing only a slow economic recovery, the Dutch 

officialss re-legalized small-scale logging through opkoop which 

hadd been officially outlawed since 1934, hoping that it would ease 

thee poverty of East Borneans and stimulate the trade. 

Afterr the withdrawal of the Dutch in 1949 and the incorporation 

therafterr of East Kalimantan into the state of Indonesia, the 

politicall  objectives of nation-building and party-building came to 

thee forefront. With the economy deteriorating, attaining these 

politicall  objectives and at the same time surviving economically 

requiredd an off-budget income, which, to a considerable degree, 

wass generated from timber. The swapraja officials and large 

nationall  parties such as PNI derived most benefit from such 

unofficiall  financing. From the late 1950s until the early 1970s, the 

militaryy replaced swapraja functionaries as the main beneficiary of 
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timberr exploitation and trade. Military officers gained access to the 

forestryy sector as a reward for ensuring national loyalty and 

securityy in East Kalimantan, but also as a means to ease the burden 

off  paying wages of the essentially bankrupt official state. 

Betweenn the early 1970s and the beginning of the 1980s, the 

emphasiss shifted away from the small-scale timber sector as a 

systemm for generating economic rewards for political loyalty and 

turnedd towards a maximization of profits through HPH joint 

venturess that paired the military and multinational corporations. 

However,, this transformation never really eliminated banjir kap, 

operationss as they continued to be active on the fringes of large 

concessionss and excelled at surviving in times of economic 

downturnn of mid-1970s. 

Beginningg in the early 1980s, further consolidation of timber 

industriess under the guidance of conglomerates managed by 

Chinesee had important implications for the small-scale illegal 

timberr sector in East Kalimantan and, in fact, caused their revival. 

Consolidationn created conditions in which the illegal timber sector 

becamee an important "industrial subsidy" as an unofficial supplier 

off  logs to the mills. Moreover, consolidating timber industries was 

alsoo a valuable tool for socio-political stabilization. After all, the 

sizee of the civil service in East Kalimantan continued to increase, 

althoughh at slower pace that in the 1970s and early 1980s. 
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CHAPTERR 4 

HISTORICA LL  DYNAMIC S OF THE TIMBE R SECTOR IN 

THEE DISTRICT OF BERAU 

Thee preceding chapters have shown how forest exploitation was 

closelyy linked to local government structures in East Kalimantan 

(sultans,, swapraja and then military-dominated civil service) and 

internationall  trade networks (primarily oriented towards Japan). 

Thee most important forces that historically gaverise to activities 

associatedd with timber in the area economic scarcity and specific 

politicall  interests. At different points in time before and after 

Indonesia'ss independence, illegal timber exploitation and trade in 

Eastt Kalimantan occurred because it constituted a binding element 

thatt held together government structures in remote regions and 

helpedd to maintain their economic and political functions. Hence, 

ann illegal sector of this kind was not only expedient, but often 

simplyy necessary. 

Ass Chapters 2 and 3 have indicated, such expediencies and 

necessitiess at the province level have often been interlinked and 

mutuallyy complementary. This chapter seeks to examine further by 

movingg the analytical focus to the district level in order to relate in 

greaterr detail of what are the processes, who are the actors and 

whatt are the actions involved. My objective is to ilustrate how 
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multifunctionall  and important the illegal timber economy has been 

historicallyy in the Berau area. 

II  do so by first discussing the development of timber exploitation in 

Berauu in the period before Indonesian independence. During Dutch 

indirectt rule, taxation of extracted timber and other forest products 

inn the area was an important means by which to keep up the 

appearancee of the sultans' authority in Gunung Tabur and 

Sambaliung.. Logging was carried out by mean of networks that 

includedd license holders, contractors, and loggers locked into the 

opkoop-bevolkingskapopkoop-bevolkingskap system that persisted despite the 1934 ban. 

Followingg the war and particularly after the withdrawal of the 

Dutchh in 1949, worsening conditions in Indonesia and a radical 

changee in the market value of timber, rendered it an increasingly 

valuablee resource to be selectively distributed to district 

bureaucraciess and the military as a reward, incentive or subsistence 

augmentationn in exchange for ensuring political loyalty in the 

region.. The distribution of timber attained its peak during the 

banjirbanjir kap timber boom in the late 1960s and early 1970s. During 

thatt time, district-controlled small logging plots (kapersif) 

constitutedd an "investment" by the Golkar party with which to 

ensuree its dominance in the elections of 1971. Following the 1971 

bann on banjir kap, small-scale logging continued in Berau, as large 

HPHH concessions were slow to take root. With the assertion and 

intensificationn of the HPH sector in the late 1970s and early 1980s, 

thee sawmill industry became a niche in which former banjir kap 

operatorss in Berau began to converge. 
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Thee chapter concludes with a detailed discussion of the structural 

adjustmentt of the illegal timber business in Berau from banjir kap 

too sawmill operations in the 1980s and 1990s. 

4.11 Berau at a glance 

Berauu is one of eight districts (kabupaten) constituting the province 

off  East Kalimantan89. Covering an area of land 24,000 km2, the 

districtt is located in the northwestern part of East Kalimantan and 

noww borders kabupaten Bulungan, East Kutai and Malinau 

(Kompas(Kompas 2001). 

Mostt of Berau is an extensive hinterland of the Segah and Kelai 

Riverss that provide crucial communication arteries throughout the 

districtt by linking interior with the coast90. The interior is 

dominatedd by hills and mountain ranges that rise to over 2,000 m 

abovee sea level in the extreme western part of the district. 

Accordingg to official government data, about 80 percent of the 

district'ss area, or 2.2 million ha is forested (BPS Berau 1998:96; 

Pemkabb Berau 1999:14). In the east, Berau faces the Celebes Sea. 

Thee coastline is of considerable length and diversity, as dozens of 

islandss and reefs (best-known among them is Pulau Derawan) are 

scatteredd along the shore (Pemkab Berau 1990). 

Untill  1999, there were only four districts in East Kalimantan. However, as a 
resultt of administrative reforms undertaken after 1998, the number of districts 
doubled. . 
90 0 

Kelaii  and Segah Rivers merge in the Berau River near the town of Tanjung 
Redeb,, the district capital, about 50 km from the estuary. 
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Mapp 2. Berau and neighboring district s 

Tanjungg Redeb is the capital of the Berau district. Together with 

thee two adjacent towns of Gunung Tabur and Sambaliung, it forms 

aa larger urban area of about 50,000 people. The entire population of 

thee district in 2,000 was estimated at nearly 120,000 people 

(Kompas(Kompas 2001). When compared to the population of about 50,000 

inn the mid-1980s, it is clear that the number of inhabitants in Berau 

experiencedd a tremendous increase over the last twenty years (BPS 

Berauu 1998:20). 

Althoughh transmigration to Berau began as early as 1981, no more 

thann 17-18,000 people have arrived (primarily from western and 
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centrall  Java) and settled permanently (Noor 1996:108; BPS Berau 

1998:37-38).. Until the late 1980s, the majority of the population 

weree local Malays (Orang Benua - see below) and Buginese 

engagee in subsistence agriculture (wet and dry rice) and trade 

activities.. A small minority consisted of town-based Chinese 

traders,, native Dayaks (Segai, Kenyan and Punan) inhabiting 

villagess in the hinterland and Bajau sea nomads in the east 

(Pemkabb Berau 1990). Although HPH logging operations have 

beenn active in Berau since the early 1970s, few locals found 

employmentt in this sector as logging companies brought contract 

laborr from outside (Tim Monografi Daerah Berau 1976). 

Thee influx of spontaneous migrants (also primarily from Java) to 

Berauu began in the late 1980s when the company PT Berau Coal 

wass about to resume the mining of coal in the district. In the early 

1990s,, this influx turned into a flood as the Kalimanis group of the 

timberr tycoon Mohammad "Bob" Hassan announced plans to build 

aa large pulp and paper mill in eastern Berau (Barr 1998). For 

instance,, between 1994 and 1995 alone, a crucial construction 

phasee of the PT Kiani Kertas mill , the population of Berau 

increasedd by over 20 percent (BPS Berau 1998:20; Kaltim Post 

2002). . 

Att present, with construction complete and the mill struggling to be 

economicallyy viable, the population growth has leveled off, and 

surpluss labor force from the PT Kani Kertas project has been 

absorbedd by associated HPH, HTI, oil palm and construction 

companies. . 
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4.22 The peoples and their  history 

Thee origins of present-day Berau date back to the kingdom, or 

kerajaan,kerajaan, that emerged near the estuary of the Berau River around 

thee 12th or 13th century (Von Dewall 1855; T Veld 1884; Hooze 

1886:7-24;; Suwondo 1981:81). By the 14th century, a Hindu-

influencedd polity of Berau had a center in Sungkai near the mouth 

off  the Lati River, not far from the coast (Pemkab Berau 1999:1). 

Fromm the name of its leader, or raja, (Baddit Dippatung) as well as 

thosee of his known predecessors (Dikuringan Malaka, Dikotok, 

Dipalok,, Digadong), it can be inferred that people living in and 

governingg Berau in those times decended from local Dayak groups 

thatt came under the influence of Hinduism through trade contacts91. 

Betweenn 1400 and 1432, raja Baddit Dippatung brought a number 

off  smaller territorial units (known as banua or rantau), located 

strategicallyy at river confluences, under unified control. These 

smalll  territories were, in turn, composed of villages occupying 

sectionss of particular river basins - each with a distinct leader 

(Pemkabb Berau 1992:34). Thus, he created a larger banua entity 

calledd Berayu that occupied the area between the confluence of the 

Kelaii  and Segah Rivers in the west and the coast in the east 

(Pemkabb Berau 1992: 25). The traditionally name applied to people 

consideredd indigenous to Berau (Orang Benua) comes from the 

entityy reated by Raja Dippatung. 

Forr a more detailed discussion of the process of the formation of kingdoms in 
Borneo,, see Sather (1971). On interaction between coastal polities and 
hinterland,, see Healy (1985). 
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Itt is not known precisely who were the inhabitants of Berau before 

thee process of political consolidation. It is very likely that the 

dominantt (initially Hindu and then Muslim) Orang Benua, 

emergedd out of intermixing of ancient Dayak groups (possibly 

relatedd to Basap; see below). More recent Dayak migrant 

populationss such as Segai and Kenyan, and external trade-based 

contacts.. Among the latter, the most significant were Tausung or 

Solokk people from the Sulu Archipelago in the Southern 

Philippines.. Locally known as Lamun, these people lived in the 

coastall  areas of Berau well before the 18th century occupied 

themselvess with the trade in slaves and forest products (Von 

Dewalll  1855:447; Warren 1981; Guerreiro 1985:108; Pemkab 

Berauu 1992:34; Noor 1996:21; Campo 2000). The Bugis and 

Banjar,, on the other hand, seem to be somewhat later arrivals. 

Accordingg to local historical sources, these groups began arriving 

inn the 18th century in the role of mercenaries as result of increasing 

internall  strife that eventually led to the division of Berau into three 

separatee entities (Pemkab Berau 1992:34). However, trade was also 

ann important reason to venture into this part of Borneo. 

Itt is interesting to note that as early as 1365, by virtue of the fact 

thatt Berau was linked to the court at Banjarmasin as a dependency, 

thee Javanese kingdom of Majapahit, itself being the patron of 

Banjarmasinn kingdom, claimed Berau as its vassal or tributary 

territoryy (Hooze 1886:7-24). Littl e is known about the intervening 

centuriess that preceded the arrival of Islam and early visits by the 

Dutchh VOC (East Indies Company) in the 17th century. However, 

theree are indications that during that time Berau experienced a 

periodd of dynamic territorial expansion, claiming areas that 
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stretchedd from Cape Mangkalihat in the east (the eastern-most 

pointt of East Kalimantan) to the border with Brunei in the north 

andd west (Noor et al 1985:71). 

Pauluss de Beck and Chiallop de Norman of the VOC made the first 

recordedd visit to the kingdom of Berau in 1671. It was the first 

attemptt by the Dutch to survey the area, assess the situation with 

regardd to piracy and slave trade in the region as well as to learn 

aboutt the influence of southwestern Philippines (Sulu) and the 

Spanishh in that region. The Sulu Archipelago had a very strong 

politicall  and economic influence in East Borneo, as most of the 

areaa was composed of its dependencies (Reynolds 1970; Warren 

1981).. By fostering alliances with local aristocratic strongmen, or 

datus,datus, by the late 18th century the sultan of Sulu had firm hold on 

areass of Tidung and Bulungan, as well as Berau. Berau's 

dependencee on trade with Sulu and, to a lesser extent, Manila 

providedd the main entry point for the spread of Sulu power in the 

regionn (Reynolds 1970:36-95). An effort by the Dutch in the late 

18thh century to counter the influence of Sulu led to the breakup of 

Berauu into three separate kingdoms: Bulungan, Tidung, and 

Berauu (Tim Monografi Daerah Berau 1976:34; Noor et al 

1985:71;; King 1993:147). 

Thee coming of Islam to Berau in the 17th century provided an 

additionall  counterweight to Sulu influence. Islam came to Berau 

withh Bugis traders. The first official center for Islam in the area 

Sourcess vary as to the exact time of this dissolution. It is said to have taken 
placee between 1770 and 1800. 
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openedd in the village of Sukan in the eastern part of the larger 

BenuaBenua region, under the guidance of a Bugis Imam Sambuayan 

(Pemkabb Berau 1999:2). In later years the Buginese helped to stem 

thee Sulu tide and to keep Berau allied with Kutai. 

Inn addition to external interactions with Sulu and Kutai, Berau also 

camee under pressure from within, as a result of migrations by the 

interiorr peoples. At the time when Sulu influence was at its peak, a 

sizablee splinter Kayan group from the interior reached Berau. 

Originally,, they inhabited the Apo Kayan plateau in the West. 

However,, during the 18th century, various Kenyah groups 

(includingg Lepo Maut, Uma Tau, Uma Kulit and Uma Baka) 

crossedd over from the Sarawak territory and began raiding Apo 

Kayann in order to seize it for settlement (Walchren 1907:820; 

Tehupeiorijj  1906:20,32). The ensuing warfare splintered the Kayan 

populationn and caused their out-migration. One such group headed 

eastwardd along the course of the Kayan-Ok River, crossed the 

watershedd and entered Berau through the upper Kelai and Segah 

Rivers.. In this new location, they became known as Dayak Gaai or 

Segaii  (Walchren 1907:768; Guerreiro 1985). 

Ass the Segai descended from upriver regions and moved east 

towardd the coast, becoming the dominant force in the hinterland of 

Berau,, they entered into intensive interaction with Benua groups93. 

Inn such circumstances, Orang Benua continued to be a very mobile 

andd dynamic group of people. In the wake of Segai migration from 

93 3 

Interviewss with Segai informants in Long Ayan and Long Laai, upper Segah 
River,, 2000. 
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Apoo Kayan, other Dayak groups, such as the semi-nomadic Punan, 

camee into Berau (Suwondo 1981; Noor et al 1985). Originating 

fromm forest areas adjacent to Apo Kayan, they followed Segai and 

becamee Berau's main hunter-gatherer populations residing in the 

headwaterss of Kelai and Segah Rivers (Simanjuntak 1967; Ring 

1968;; Guerreiro 1985:108; Makoto et al. 1991). In addition to the 

Benua,Benua, Segai and Punan, the Basap inhabited Berau. Like Punan, 

Basapp is a collective name for dispersed semi-nomadic 

communitiess that spent time moving around the forest and 

collectingg forest produce for subsistence and trade. However, in 

contrastt to the Punan, who inhabited upriver areas in the interior, 

thee Basap lived near the coast in upper sections of the original 

benuabenua or rantau river junctures that gave rise to Berau well before 

Segaii  or Punan migrations94 (Von Dewall 1855; Spaan 1903a; 

Spaann 1903b; Walchren 1907; Rutten 1916). 

94 4 
Thiss may serve as a confirmation of the suggestion by Dr. Antonio Guerreiro 

(personall  communication 1994) that Basap might be the oldest Dayak group in 
Berauu from which Orang Benua emerged. 
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4.33 Political and Economic Interaction 

Byy the end of the 18th and beginning of the 19th centuries, the 

prospectprospect of British influence in Northeast Borneo and the continued 

swayy of the sultans of Sulu eventuallyy prompted the Dutch colonial 

administrationn to seek to exercise more effective territorial control 

inn East Borneo (Black 1985:286). An attempt in 1833 to put Berau 

underr direct Dutch control resulted in internal split that divided 

Berauu into the sultanates of Sambaliung and Gunung Tabur. The 

formerr occupied the Kelai River basin and the latter had its domain 

alongg the Segah River (Noor et al 1985:71). The first sultan of 

Sambaliung,, raja Alam (1800-1852), proved to be less cooperative 

withh the Dutch than his neighbor across the river in Gunung Tabur. 

Annoyedd by his disobedience, the Dutch sought to depose and 

arrestt him. In an attempt to avoid capture, raja Alam fled into the 

interiorr where he reportedly found a safe heaven among the Punan 

off  the upper Kelai River (Noor et al 1985:72). Eventually, 

however,, he was removed and sent into brief exile in southern 

Sulawesi.. In 1844, he was released and allowed to return to Berau 

inn order to continue as the sultan of Sambaliung. In 1846, both 

sultanatess signed pacts of alliance with the Netherlands. 

Inn 1844, the Dutch resident of southeastern Borneo,, Weddik, made 

hiss first tour of the east coast, including Kutai, Berau and 

Bulungan.. Six years later, in 1850, the assistant resident, Von 

Dewall,, made a similar trip (Von Dewall 1855; Hooze 1886). The 

mainn issue concerning the Dutch administration at that time was 

containmentt of slave trade and piracy, both of which were thought 

too be widespread (Spaan 1902; Broersma 1927a:226-227; Campo 
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2000:99-113,, 116-119). Officials also mentioned attempts by 

foreign,, primarily British, traders (e.g. Edward Belcher in 1844 and 

Kingg in 1848) to establish trade posts in the area, but these 

activitiess were viewed as harmless commercial ventures and they 

didd not yet cause alarm in the Dutch administration. With their 

focuss fixed on external political and security issues, for the time 

being,, the Dutch left internal power relations and economic and 

tradee activities to the sultans. 

Despitee the seemingly powerful position of the sultanate courts vis-

a-viss other groups in Berau, Dayak populations in the hinterland 

weree under very limited political and economic control (Spaan 

1902;; Spaan 1903a; Grijzen 1925; Haga 1941; Rousseau 1990:295; 

Campoo 2000:115). The sultans paid most attention to areas that 

possessedd valuable resources, such as bird's-nests, gold or coal, and 

thatt is where they attempted to exercise a degree of direct control. 

Itt was relatively easy for them to gain control over these resources 

becausee bird's nest caves were usually found in areas not directly 

occupiedd by the Segai. This enabled sultans to post their 

representativess as controllers in those strategic locations (Spaan 

1902:200;; Suwondo 1981:82-83). Gold extraction, on the other 

hand,, was almost entirely centered in remote upstream regions 

inhabitedd by Punan and was controlled (indirectly) buy the Segai 

(Walchren(Walchren 1907:762). Thus, in order to be able to gain control of 

thee extraction of and trade in gold, the sultans of Berau enlisted the 

helpp of Segai chiefs by granting them the honorific title of raja" of 

particularr river systems in exchange for enforcement of the 

monopoly.. Such exclusive and hereditary rights to control specific 
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watershedd areas were called pusaka (Ensing 1938:39). Inclusion of 

somee Segai into the ranks of keraton (palace) aristocracy also 

helpedd in the collection of 10 percent taxes on forest products 

extractedd from the area. However, tax collection entailed 

compromisess as well, as sultans often gave up less valuable taxes to 

pusakapusaka chiefs in exchange for more significant ones (Spaan 1902; 

Walchrenn 1907:763; Achmad 1979:5). This form of social and 

economicc relations whereby sultans (residing near the coast and 

claimingg higher cultural and spiritual ground) interact (through 

offeringss of prestige) with an important interior group such as 

Segaii  who, in turn, interact with Punan and, to a lesser degree, 

Basapp nomads as their workforce, is a typical model of upstream-

downstreamm exchange polarities in coastal states of Southeast 

Asia955 (Bronson 1978). 

Thiss internal system of interaction and exchange in Berau, had 

undergonee some modifications in the late 19th century as a result of 

twoo events. First, migrations of Dayak Kenyan from Apo Kayan 

reachedd the interior of Berau, and even though these people 

initiallyy inhabited upriver areas allongside with the Punan, their 

hierarchicall  social structure and culture of rice cultivation put them 

onn par with Segai, thus necessitating more flexibilit y within the 

pusakapusaka system. Second, in the 1860s and early 1870s, Dutch 

interventionn in the area intensified as a result of the increasingly 

Thee case of coal is different from the above examples of bird's-nests and gold. 
Thee mining of coal in Berau was carried out under direct control of the sultans 
withh the use of, mostly imported, slave labor (Campo 2000:109, 118). Therefore 
,, the availability of slaves was essential for the continuation of significant 
incomee from this natural resource {Campo 2000:112). 
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organizedd presence of British traders in East Borneo (Lapian 1974; 

Lindbladd 1988:122-123; Campo 2000). 

4.44 The early days of timber  trade 

Activitiess of foreign merchants, like the British, also marked the 

beginningg of amore organized timber trade in Berau. As already 

mentioned,, despite being formally bound to the Netherlands-Indies 

government,, the sultans of Gunung Tabur and Sambaliung retained 

considerablee decision-making powers, particularly in matters of 

economyy and trade. In the late 1850s and early 1860s, an 

Englishmann by the name of Lingard established himself in Berau in 

orderr to trade in forest products. He acquired a parcel of land in 

Berauu and opened a trade depot for his firm Lingard and Co. 

(Broersmaa 1927a: 135). Initially, he acted on behalf of his patron 

(alsoo an Englishman) Secraton who, while being based in Bali, was 

makingg a living by trading rice and other consumables to remote 

districtss lacking in such products. In return, he sought to obtain 

forestt products, including ironwood, to sell to Singapore. Lingard 

eventuallyy decided to trade independently of his patron in Bali and 

hee did so by securing concession rights in the Segah River from the 

sultann of Gunung Tabur (Lapian 1974:147-148). He not only 

obtainedd land rights, but also won the honorific title of raja laut 

(lit .. king of the sea) that allowed him to remain in Berau 

permanentlyy as a distinguished resident. The Dutch authorities in 

Samarindaa became alarmed at the influence of the Englishmen and 

launchedd an inquiry into the circumstances surrounding his rise to 

prominencee in Berau (Lapian 1974). Even though the Dutch did not 
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discoverr any political motives behind his promotion to the ranks of 

nobility,, in 1874 they reviewed the treaties signed four years 

earlier,, forbidding the sultans to grant land concessions to, or allow 

tradee activities with, foreigners without prior approval from the 

assistant-residentt in Samarinda. Lingard and Co., after a takeover 

byy one of Lingard's associates, Charles Almeyer, was allowed to 

remainn and operate. Almeyer would later become a legendary 

literaryy figure, one upon whom Joseph Conrad based a number of 

hiss novels96 (Campo 2000). 

Ann increase in the exploitation of timber occurred in the 1890s, 

afterr a Dutch engineer, Jacobus Hubertus Menten, confirmed that 

theree were coal deposits large enough for industrial exploitation in 

thee area (Lindblad 1988:32). The presence of coal deposits in 

Berauu was already known well before Menten's research, as sultans 

off  Gunung Tabur and Sambaliung had already operated small coal 

miness for decades, with a labor force consisting of slaves (Campo 

2000:108,, 119). However, with the elimination of slavery in Berau, 

thee sultans lost the means by which to exploit this natural resource 

andd generate income from it. As a result, once the industrial 

sustainabilityy of deposits was verified, all that sultans could hope 

forr was a share of profits from the mining operations managed by 

thee Dutch. 

Charless Almeyer was an exceptional individual because he spent most of his 
workingg time (and, in fact most of his life) in a remote concession area near the 
Siduungg and Siagung Rivers, a considerable distance from human settlements 
(Spaann 1902). Joseph Conrad (Jozef Konrad Korzeniowski), a Polish sailor-
turned-writerr based in England, was fascinated by Almeyer's life in Berau. 
Almeyerr was a Dutchman but he spent his entire life in Berau. He converted to 
Islam,, married locally and eventually died in 1895. He was buried in Gunung 
Tabur,, near the sultan's palace. Almeyer's gravestone can still be found today, 
althoughh in a much-deteriorated state. 
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Initially ,, a coal mining company called Beraoesche Steenkolen 

MaatschappijMaatschappij (Berau Coal Company) was formed to take charge of 

feasibilityy and mining studies. Because the company lacked larger a 

corporatee affiliation, it was also woefully under-funded and 

remainedd relatively small. Nevertheless, the prospect of a major 

miningg operation in Berau was enough to stimulate other sectors. 

Forestt areas surrounding the projected mine site in Rantau Panjang, 

aboutt 15 km south-west of Tanjung Redeb, began gradually to be 

clearedd to create space for plantations of coconut and rubber which 

weree expected to be in demand. The clearing of land resulted in a 

considerablee increase in the production and trade of timber, 

particularlyy ironwood (Kielstra 1912). 

Inn the preamble to the official inauguration of coal mining in 

Berau,, the interest in ironwood continued to grow97. In the early 

1900s,, KPM {Koninklijke Paketvaart Maatschappij, Royal 

Shippingg Company) ships came to Berau every month to take 

cargoess of ironwood for transport to Makassar, Banjarmasin and 

Javaa . The Java-China-Japan shipping company frequented Berau 

tooo for ironwood and rotan, both of which were exported mainly to 

Shanghaii  in China. Finally, even ships from the timber-rich 

territoryy of British North Borneo made monthly trips to Berau to 

pickk up ironwood for shipment to Hong Kong (Kielstra 1912:362-

Afterr the discovery of coal deposits in Berau, geological surveys were 
conductedd in other parts of Berau in search for this and other minerals (e.g. 
Buckingg 1912; Escher 1920). 
98 8 

AA port and docking facilities suitable for ocean-going ships were opened in 
Tanjungg Redeb in 1904 (Noor 1996:53). 
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63).. In realality, however, export volumes of timber were still 

relativelyy insignificant due to the small-scale nature of exploitation 

andd lack of capital for expansion. The extraction of ironwood in 

Berauu at that time, although intensifying, continued to be a cottage 

industryy that, interms of real value, waas secondary to dominant 

non-timberr forest products such as bird's-nests, gold, reptile skins, 

etc.. (Noor 1996). As already mentioned, export of both non-timber 

andd timber products were subject to a 10 percent tax (cukai) by the 

sultans. . 

Inn 1904, both sultanates signed Korte Verklaring (Short 

Declaration)) with the government of the Netherlands, allowing 

underr closer Dutch supervision in exchange for monthly salaries 

andd a share in profits from extraction of natural, particularly forest, 

resources.. In 1921, this arrangement was somewhat liberalized 

throughh administrative reforms that divided the Berau district into 

threee administrative units: the district capital of Tanjung Redeb 

whichh served as the seat of the Dutch controleur and fell under the 

directt jurisdiction of the government in Batavia" and the two self-

governingg territories (zeljbestuurlandschappen) of Gunung Tabur 

andd Sambaliung. The las two were further divided into subdistricts 

withinn which sultans were to operate with greater autonomy100 

{Militaire{Militaire  Memorie van Berau 1931). 

Tanjungg Redeb came under direct Dutch rule on February 5, 1893 (Noor 
1996:52). . 

Gunungg Tabur was divided into the subdisctricts of Gunung Tabur and Pulau 
Derawann whereas Sambaliung subdistricts of Sambaliung and Talisayan (Noor 
1996:54). . 
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Inn the periods just before and during World War I, the production 

off  timber in Berau experienced significant growth and, more 

importantly,, showed some signs of diversification beyond, until 

thenn exclusive, focus on ironwood. However, the defining event for 

timberr industry in Berau came in 1914 with the opening of the first 

coall  mine, the N.V. Steenkolen Maatschappij Parapattan 

(henceforthh SMP). In the 1920s and 1930s, the company would 

operatee on as many as five concessions, a feat made possible 

chieflyy because the SMP, being a part of KPM, was well funded 

andd had access to the largest shipping fleet in the Netherlands East 

Indies101.. This allowed SMP to become the third largest coalmining 

operationn in Southeast Borneo after OBM and the Steenkolen-

MaatschappijMaatschappij "Pulau Laut" ("Pulau Laut" Coalmining Company) 

(Lindbladd 1986:228-229). The founding of the companies caused, 

thee internal demand for timber (especially for construction) in 

Berauu to increase considerably. 

However,, not all early timber exploitation projects in Berau were 

associatedd with coal mines. There were also attempts to log and 

processs timber for export. In most cases, however, financial and 

organizationall  problems, as well as the limited international 

marketss for tropical timber, placed severe limitations on such 

ventures.. One such attempt was an integrated logging and milling 

projectt in the eastern part of Berau (Sambaliung sultanate) 

Inn the 1930s, the SMP's monthly coal production was between 15,000 and 
20,0000 tons with shipments leaving Teluk Bayur terminal every two days. Ships 
withh a capacity of up to 5,000 tonnes could go past Tanjung Redeb upstream all 
thee way to Teluk Bayur due to extensive dredging of the Segah and Berau Rivers 
thatt had been carried out in 1924 and 1928 (Noor 1996:57-58). 
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undertakenn by the Surabaya based firm N.V. Seliman Hout- en 

LandexploratieLandexploratie Maatschappij (Seliman Forest and Land 

Exploitationn Company) (Anonymous 1914; Plasschaert 1916). The 

companycompany hoped to capitalize on an increase in demand and prices 

forr timber in the Asia-Pacific region during the First World War 

andd planned to orient its produce for export. This might have been 

aa feasible idea if the focus had been on the production of logs. 

However,, Teluk Seliman Company, as it eventually became to be 

known,, made the mistake of trying to process logs locally into 

sawnn timber before export, for which purpose it imported 

expensivee American sawmill machinery from the Philippines. The 

demandd for tropical sawn timber at that time was still limited. 

Facedd with this and other production problems and cost overruns, 

thee Teluk Seliman company had to withdraw from the venture after 

onlyy one year of operation (Plasschaert 1916). Subsequently, the 

Vibemm Company (Vereenigde Indische Boschexploitatie 

Maatschappij,Maatschappij, United East Indies Forest Exploitation Company) 

tookk over and continued the undertaking by cutting kuda-kuda 

loggingg costs in order to turn a profit. However, the rugged 

topography,, stocks of commercial timber species that were lower 

thann expected and adrop in timber prices after the First World War 

cumulativelyy proved insurmountable. In 1922, Vibem closed the 

Telukk Seliman operation permanently. 

Withh export options limited, SMP coalmines and KMP shipping, in 

thee years after Teluk Seliman's closing, provided the main 

frameworkk for the exploitation of forest for timber in Berau. As 

coall  production grew quickly after 1914, it was accompanied by a 
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parallell  increase in the movement of goods and people (Mooi 

1930).. The movement of people came mainly in the form of 

contractt laborers from Java. Since Berau was thinly populated by 

mostlyy subsistence farmers and traders, the labor force necessary to 

operatee the mines had to be brought from outside102. In 1919, the 

numberr of contract laborers working in Berau coal mines reached 

7000 (Hartog Jager 1924:6). Two years later, it doubled, and in the 

mid-1920s,, it reached a peak at 1,500-1,600 persons. A group of 

thirtyy six European engineers directed this large labor force 

(Broersmaa 1927a: 233). In addition, office clerks from Manado and 

Chinesee craftsmen (tukang) assisted top management and the 

engineerss (Broersma 1927a: 233). The multiplier effect of coal 

miningg and the influx of people caused significant changes in 

Berau'ss economy, among the most substantial of which was that 

thee region became a net importer of rice. This resulted from many 

localss having switched from subsistence rice cultivation and moved 

intoo copra and timber production, two products in high demand 

(Ensingg 1938:33). 

Thee rising need for importation and distribution of consumables, as 

welll  as for industrial supplies, stimulated growth in import and 

retaill  businesses. The import of bulk goods was in the hands of 

largee trading firms such as Borsumij (Borneo Sumatra Trading 

Company),, Geo Wehry, the Moluksche Handelsvereeniging, 

Jacobsonn van der Berg and the Handelsvereeniging Oost-Indie. 

102 2 
Inn 1927. Berau's population was estimated at 20,000 (Broersma 1927a: 225). 

Aboutt 50 percent of this number were interior Dayaks, while the reminder was 
composedd of coastal Malays {Orang Bemta, Buginese, Banjarese, etc.) who 
numberedd 9,000, the Chinese (200) and Europeans (50). 
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Somee had their own vessels but most relied on ships owned by 

KPMM and Borsumij103 (Krom 1940:97). Once delivered to Tanjung 

Redeb,, the goods were distributed further both by river and by 

landd . Ethnic Chinese were by far the largest group operating the 

shopss (toko) along the way, as among dozens of shops dotting the 

waterfront,, there were only two owned by bumiputra, Haji Debab 

andd Damang (Noor 1996:58). As a result of the boom in the coal 

industry,, business opportunities in Berau attracted many new 

Chinesee emigrants, particularly from the Canton area. By 1925, 

theyy owned 34 shops in Tanjung Redeb and Teluk Bayur (Bertling 

1925:4-5).. There was also a handful of Buginese or Banjarese 

shops,, and two were owned by peranakan. In order to tend to the 

variouss needs of the SMP, a number of larger Chinese traders 

jointlyy created a suppliers' cooperative. Smaller dealers, on the 

otherr hand, were mostly making door-to-door sales105 (Krom 

1940:97). . 

Justt as consumer goods was important to the progress of SMP 

operations,, industrial supplies much needed. Machinery, spare 

Borsumijj  had seven steamers plying the route between Samarinda, Berau and 
Bulungan.. In all, at least twenty ships visited Berau each month at that time 
(Noorr 1996:56). 
104 4 

Theree were numerous motorized boats plying the river between Tanjung 
Redebb and Teluk Bayur (Noor 1996:56-57). There was also a permanent road 
constructedd in 1926, between both towns. In 1932, 20 taxis serviced that route. In 
1937,, the number of taxis increased to over 40, charging 50 cents for a trip from 
Tanjungg Redeb to Teluk Bayur (Noor 1996:57). 

Ass a result of the presence of SMP, in the 1930s Teluk Bayur became known 
inn this part of Borneo as a ""small Paris" (Van Heekeren 1969:101). The town 
gainedd this reputation because of its exceptional infrastructure and facilities, 
whichh included a swimming pool, tennis courts, a cinema, a hospital, four 
schoolss and a company shop where a wide selection of imported goods was 
availablee at subsidized prices. 
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parts,, mechanical and chemical components, fuel, and so forth were 

alll  imported from Java. Critical construction timber, on the other 

hand,, was plentiful locally and was extracted by means of opkoop 

orr bevolkingskap (see Chapter 2 for a detailed explanation). Since 

sultanss of Gunung Tabur and Sambaliung retained considerable 

rightss to control the taxation of forest product (cukai) and trade, 

theyy usually bestowed such rights upon their kin, confidants 

(individualss with titles such as haji, pangeran or raden) and trusted 

taukestaukes to ensure that, in exchange for a share of revenues, the latter 

wouldd enforce tax collection (Spaan 1902). How important cukai 

onn forest products continued to be is illustrated by the fact that in 

thee late 1920s, around 30 percent of annual income in Sambaliung 

andd over 60 percent in Gunung Tabur was comprised of tax 

revenuess from such products106 (Broersma 1927b: 134). 

Sultann appointees would then pass the logging work on to hout-

aannemersaannemers who would form groups who would extract timber in 

thee forest (Ensing 1938). Nearly all contractors were ethnic 

Chinese.. Their success in shopkeeping positioned them well for 

timberr business, because many Chinese had trading outposts in the 

interior,, which gave them crucial access to the scarce and seasonal 

nativenative (Dayak) labor force. Exceptions were the V.A. Cools firm 

andd the Borneo Produce Company. The V.A. Cools firm, operated 

byy a Dutch national, Cools, had exclusive rights to extensive 

concessionss in the area of Pura and Siagung Rivers (Gunung Tabur 

Lowerr dependence on taxes from forest products by Sambaliung was due to 
muchh higher annual income it derived from SMP coal mines which were located 
inn its territory. 
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sultanate).. The oldest trader in Berau specializing in timber, in a 

fashionn similar to Almeyer's three decades earlier, in 1911 Cools 

enteredd into a partnership with Haji Datu Raja of Sambaliung and 

acquiredd concession rights to mine coal in the area of Rantau 

Panjangg (Krom 1940:74; Noor 1996:58). Once it was efident that 

Rantauu Panjang possessed rich coal reserves, Cools and Haji Datu 

Rajaa surrendered their concession rights to this area in exchange for 

governmentt compensation and help in negotiating favorable terms 

forr logging concession rights in nearby Gunung Tabur107 

(Broersmaa 1927a: 231). 

Thee VA Cools firm worked independently based on the opkoop-

bevolkingskapbevolkingskap system, but it also entered into supplying 

agreementss with larger firms such as the Japanese-owned Borneo 

Producee Company (BPC). The supervisor of BPC activities in 

Berauu was Yamamoto (Krom 1940:157). In addition to working 

withh VA Cools as a supplier, the BPC acquired logging licenses of 

itss own in the late 1930s. 

Thee opkoop-bevolkingskap system provided the main framework 

forr timber exploitation in Berau until the early 1930s. It was 

continuallyy subject of criticism by Dutch administration officials 

becausee of its indentured labor relations, corruption and 

unpredictablee production (Ensing 1938; Krom 1940). Despite the 

taxx on timber cut in Berau at that time being very much symbolic 

HajiHaji  Datu Raja did not engage in the logging business. Instead, he used 
compensationn funds to establish a coconut plantation on Kakaban island (Noor 
1996:58). . 
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(rangingg from 25 to 40 cents per cubic meter), officially, almost no 

timberr based revenue reached the sub-district (onderafdeeling) 

cofferss (Ensing 1938:74). Whatever sums were collected entered 

thee pockets of supervisors of the forest product trade appointed 

(Kromm 1940:157). 

Inn the early 1930s, forestry service in Berau began to take shape. 

Thee only forestry functionaries to be found in the region were the 

forestryy police (Politie Boschwezen), charged with ensuring that 

governmentt timber taxes (retributie) were collected more 

effectivelyy (Ensing 1938:25). This meant they had to visit logging 

locationss throughout Berau for which they had neither appropriate 

transportationn nor manpower. As a result, they often resorted to 

contractt labor to carry out the necessary activities, hiring a laborers 

wouldd not be surprising, but the police tried to economize even on 

thiss undervalued form of labor. Then of dubious labor practices by 

thee forestry police in Berau were eventually published in Semangat 

RakjatRakjat Kalimantan newspaper (e.g. August 12, 1932), singling out 

MantriMantri Politie H.A. Andries. It reported that contract laborers in 

Berauu were treated unfairly, for they were paid only for the time 

theyy spent on location, and not for the long periods of necessary 

travel. . 

Ass a result, steps were taken to introduce a more systematic and 

professionall  approach to both forest management and 

administrationn in Berau. The process began in the late 1920s, with 

districtt forest surveys as a prerequisite to more efficient planning of 

thee forestry sector. In 1927, C.J. van der Zwaan, a government 
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foresterr based in Samarinda, began the first forest surveys and the 

analysiss of timber-based industry in Berau (1927a; 1927c). While 

hehe collected valuable information on the distribution of timber 

species,, their accessibility and on transportation, he was not able to 

analysee many wood-based industries, because at the time of his 

work,, there were only two manually-operated sawmills in Berau. 

Thesee surveys were continued by H. Richard (1931, 1932) who did 

pioneeringg work by producing estimates of timber yield by means 

off  strip surveys108. 

Thiss work was carried out as a preparation for the fundamental 

reorganizationn and systematization of forest exploitation in Berau. 

Surveys,, statistical analyses and planning were done in the worst 

yearss of economic crisis of the early 1930s when timber production 

wass in severe decline109. In 1933, only 550 m3 and production 

recoveredd to what was a formerly a low of 1,100 cubic meters from 

19277 only in 1934 and 1935 (Krom 1940:77). Beginning in 1934, 

timberr entrepreneurship in Berau experienced significant changes 

ass a result of the forestry regulation, which required all self-

governingg territories in Southeast Borneo to enforce a stricter 

systemm of logging concessions and to tax timber more rigorously. 

Entrustedd with the task of enforcing this regulation was the regional 

forestryy service (Landschapboscfavezeri), which opened an office in 

H.. Richard did strip surveys in the Siduung River area where sixty years later, 
French-- and then European Union-funded projects (known as STREK and 
BFMP,, respectively) in cooperation with national forestry enterprise PT Inhutani 
I,, would continue his work. 
109 9 

Thiss despite the fact that as early as 1931 there are indications of interest on 
thee part of South African investors to try a sawmill enterprise in Berau again 
(Richardd 1932). 
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Tanjungg Redeb in January 1935. Although the forestry service 

personnell  initially numbered only 5 persons, by 1940 it grew to 

1 7. i o o 

Ass general economic conditions improved in the mid-1930s, forest 

concessionss of various types in Berau multiplied, timber 

exploitationn intensified and production far exceeded the output of 

pastt years. Forest concessions in Berau would be placed in three 

categories:: houtatmkap-concessies (logging concessions of more 

thann 2000 ha), kapperceelen (logging plots from 500 ha to 2000 ha) 

andd kampongperceelen (village logging plots of less than 500 ha). 

Thee first two were to be exploited commercially, whereas village 

plotss were reserved for subsistence use. This concession system 

wass intended to make timber exploitation more systematic, and 

therebyy exercise control better, particularly over taxation. 

Byy the late 1930s, the European firms SMP and VA Cools held a 

dominantdominant position in the logging industry by controlling nine large 

concessionss and six logging plots. The Chinese controlled three 

kapperceelen,kapperceelen, the Japanese two, whereas Berau Malays possessed 

threee village logging plots. 

Thee tables below illustrate these developments. 

Thee highest ranked-forestry official in Berau at that time was 

BoschopzichterBoschopzichter (forest supervisor) who was directly responsible to 

thee district forester in Samarinda. 
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Tablee 4. Logging concessions in Berau in the late 1930s 

Houtaankap-concessiess License Holder 

Progress s 

Parapattan n 

Rantauu Panjang 

Mary y 

Florence e 

Daisy y 

Badewatta a 

Siagung g 

Pura a 

Kapperceelen Kapperceelen 

Padai i 

Sumberata a 

Punang g 

Sungaii  Perak 

Birang g 

Sungaii  Kelai 

Malinau u 

Mantritik k 

Pesajan n 

Suaran n 

Binungan n 

Kampongkapperceelen n 

Paribau u 

Baranasan n 

Malatan n 

SMP P 

SMP P 

SMP P 

SMP P 

SMP P 

SMP P 

SMP P 

V.A.. Cools 

V.A.. Cools 

SMP P 

Poo Boy Hwat 

Poo Boy Hwat 

Poo Boy Hwat 

Borneoo Produce Company 

Borneoo Produce Company 

V.A.. Cools 

V.A.. Cools 

V.A.. Cools 

V.A.. Cools 

V.A.. Cools 

Samball  iung area 

Gunungg Tabur area 

Gunungg Tabur area 

Sources::  Ensing (1937:97), Krom (1940:148-149) 

Note::  Sources do not provide information on individual or 

cumulativee area of concessions. 
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Tablee 5. Timber  Exports from Berau 1933-1939 

Yearr Volume (m3) 

19333 550 

19344 1,110 

19355 1,112 

19366 863 

19377 21,506 

19388 20,665 

19399 24,320 

Source::  Krom (1940:77) 

Inn 1936, SMP mining areas (those still covered with forest) as well 

ass V.A. Cools concessions in Gunung Tabur were converted into 

houtaankap-concessies.houtaankap-concessies. In addition to these enterprises, Borneo 

Producee Company and a local Chinese tauke, Po Boy Hwat, 

acquiredd small logging concessions (Ensing 1938:97). However, 

despitee growth in concession areas, in operational terms very littl e 

hadd changed, as timber exploitation continued to be based 

essentiallyy on the (by then outlawed) subcontracting system and 

bevolkingskap.bevolkingskap. In SMP concession areas, for instance, cutting 

licensess were given (in a manner befitting indirect colonial rule) to 

sultann dignitaries such as Haji Cerana, Pangeran Projo, Randen 

Suriaa and A.R. Soeparta of Gunung Tabur (Noor 1996:58). These, 

inn turn, passed on the work, for a fee, to Chinese operators (best-

knownn among them were Lim Sek Bio and Lo Weng Hen) who 

carriedd out logging with teams of local Dayaks (Ensing 1938:97). 

Theree are indications that other sources of labor were also used. 

Onee of these sources was the Chinese indentured laborers. Between 

19355 and 1939, about 20 kg of opium was imported each year into 
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Berauu by licensees, whose numbers fluctuated from 31 in 1935 to 

233 four years later (Krom 1940:153). Since opium use was strongly 

associatedd with Chinese indentured labor in the exploitation of 

forestt in British North Borneo and in northern Bulungan 

(Nunukan),, this was also very likely the case in Berau. Another 

sourcee of labor for logging was surplus Javanese indentured 

laborerss at SMP mines. In times of reductions in coal production, 

redundantt laborers were transferred to work in the forest. In 1939, 

forr instance, SMP moved over 100 of indentured laborers to cut 

timberr in the concessions of V.A. Cools firm (Krom 1940: 40). 

Althoughh after 1934 the operational backbone of logging remained 

unchangedunchanged in terms of its reliance on of bevolkingskap (and was 

thereforee illegal), it expanded, and through the increased presence 

off  the forestry service, its tax contribution rose remarkably111. 

Betweenn 1935 (when there began to be regular reporting on timber) 

andd 1940, timber-based tax revenues collected in Berau were as 

follows: : 

Thee Presence of forestry service did increase but its operational effectiveness 
remainedd limited. By 1940, for instance, the forestry service in Berau had only 
onee boat with a small outboard motor (4 PK) for its use (Krom 1940:196). 
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Tablee 6. Timber  tax revenue in Berau 1935-1940 

Yearr Amount (in DF1 Guilders) 
______ _ _ 

19366 7,768 

19377 29,258 

19388 27,534 

19399 43,851 

19400 (until June) 25,305 

Source::  Krom (1940:149) 

Thee sudden intensification of timber extraction particularly for 

export,, in Berau the second half of the 1930s, was stimulated by the 

increasingg Japanese demand for tropical wood from the region. In 

orderr to take advantage of the growth potential in the timber trade, 

inn 1937 the port in Tanjung Redeb (the capital of the district of 

Berau)) was allowed to export timber directly to China and Japan 

(Kromm 1940:74). As a result, numerous Japanese and Norwegian 

charterr ships began arriving at the Lusuran Naga docking point in 

Tanjungg Redeb to pick up logs. Japan already had an important 

footholdd in Berau in the form of Mr. Yamaka's Borneo Produce 

Company,, which was single-handedly exporting more than 20,000 

mm of timber each year. With the outbreak of the Sino-Japanese war 

inn 1936, the company found itself under pressure from local 

Chinesee contractors, some of whom pressed for a boycott of 

Japanesee firms and goods. However, the company managed to 

makee up for production shortfalls by buying more timber from the 

concessionss of V.A Cools. 
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Withh the increase in ship traffic came supervisory problems. Many 

Japanesee ships plied Berau waters with littl e or no control, and this 

promptedd calls from Dutch officials for increased navy patrols in 

thee region (Krom 1940: 87). Despite limited means for the effective 

controll  of timber exploitation, tax collection and local trade, from 

19355 onwards Berau consistently registered trade surplus, as the 

valuee of exports was twice that of imports. Even after deducting all 

administrativee expenses such as those fromcivil service, public 

works,, and the infrastructure, the region still managed to save about 

50,0000 Guilders a year. For this reason, Dutch authorities began to 

passs more administrative costs to sultans in 1938. Nonetheless, in 

1939,, the accumulated savings of the district of Berau amounted to 

moree than half a million Guilders (Krom 1940: 137). 

Thus,, in the closing years of the inter-war period, the open or 

disguisedd form, of bevolkingskap provided proved to be a 

politicallyy and economically significant boost for sultans and for 

locall  economy. Attempts at stricter control resulted in increased 

districtt revenues, vigorous trade and budget cuts. At the same time, 

however,, the limited nature of such control mechanisms and the 

continuingg discretionary power of sultans and their entourages over 

accesss to, and taxation of, forest resources created the means with 

whichh to affect influence and assert one's position within the 

contextt of indirect rule. 
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4.55 The Japanese occupation and economic breakdown in 

Berau112 2 

Inn January 1942, Japanese military forces (i.e. navy) took control of 

Tarakan,, and in March of the same year they entered Berau. By 

then,, most European women and children from Teluk Bayur and 

Tanjungg Redeb evacuated to Java. However, a considerable number 

off  SMP engineers, controleur Van der Ploeg (successor to J. Krom) 

andd their families did not leave before the transport lines were cut 

off.. Nevertheless, they hoped to stay through what they thought 

wouldd be a brief encounter with the Japanese (Noor 1996:65). This 

wass not to be, however, as the thirty-three remaining Europeans 

weree swiftly arrested by the Japanese and held in detention in the 

locall  hospital for more than three months before being sent to 

Tarakann for further internment (Van Heekeren 1969:106; Duim et 

alal 2001:186). 

Commandedd by the Japanese naval officer Kinoshita, who took 

overr from Van der Ploeg as the central government authority in 

Berauu in 1942, the Japanese displayed a fair degree of tolerance 

towardss Berau sultans. However, they had littl e concern for the 

economyy of the region and livelihoods of its people113. The 

economicc hardships began immediately after the withdrawal of 

KPMM liners on which Berau, being a net importer of nearly all 

Thiss section relies extensively on informative work by Haji Muhammad 
Noorr (1996). 
113 3 

Alongg with arresting Europeans, the Japanese forces also killed a number of 
Chinesee in Berau (Van Heekeren 1969:106). 
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consumables,, relied extensively for supplies (see Kurasawa-

Inomataa 1996). Only a few months after the arrival of the Japanese, 

shopss in Tanjung Redeb began to empty and rice shortages became 

ann increasingly common occurrence. By the end of 1942, nearly all 

shopss in Berau closed. In 1943 the same fate befell the town market 

(pasar)(pasar) because there was simply nothing to sell. The entire 

populationn of Berau, even tauk, set up gardens and rice fields 

whereverr possible to meet subsistence needs114 (Noor 1996:68). 

Ass the economic situation deteriorated, the Japanese introduced the 

currencyy change and initiated a practice of forced collections of 

agriculturall  products (Noor 1996:66; Yoshimasa 1996). Local 

nativee officials working for the Japanese government were covered 

byy the distribution system of basic consumables called Hiyakaten, 

whichh entitled them to a monthly allowance of 12 kg of unhusked 

ricee per family115 (Noor 1996:69). Although this amount was far 

fromm providing enough for nutrition on which an average family for 

aa month, native officials within Hiyakaten had to reciprocate to for 

thee privilege granted by the Japanese by collecting specified quotas 

off  rice from village communities for government use. Forced 

collectionss of food in the context of the already severe crisis led to 

understandablee resistance, and toviolence and killings. 

Betweenn 1942 and 1945, Berau received two military transports of supplies. 
These,, however, were destined exclusively for the Japanese garrison and closely 
cooperatingg native officials. 

Thiss translated into 6.5 kg of ready-to-eat rice (Noor 1996:69). 
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Justt as the Japanese did not interfere with agriculture in Berau, 

seekingg only forced rice collections through Hiyakaten, they were 

nott able to accomplish much in other sectors (particularly mining) 

becausee these too suffered from a state of progressive deterioration. 

Coall  mining never resumed under the Japanese because the 

retreatingg Dutch managed to inundate SMP mining shafts just 

beforee the arrival of the Japanese forces, and the drilling of new 

shaftss was not accomplished before the end of the war (Noor 

1996:68).. The other equally unsuccessful activity undertaken by 

thee Japanese was the tin mining project on the upper Segah River. 

Locatedd in remote interior and possessing relatively limited 

depositss of tin ore, the site produced only two shipments that were 

successfullyy dispatched to Japan (Noor 1996:68). 

Ass living conditions in Berau became increasingly difficult and 

unpredictableunpredictable in late 1942 and early 1943, the Japanese 

administrationn initiated a process of "Japanization" of the local 

populationn (see Ken-Ichi 1992). All schools were re-opened, but 

thee use of Dutch for instruction was forbidden under the pain of 

deathh (Noor 1996:66). Instead, the curriculum was to be taught in 

Japanese.. In the spirit of "Japanization" all native schools 

(volksscholen)(volksscholen) were renamed Fuku-Gakko and the continuing 

educationn school in Tanjung Redeb {vervolgschool) was called Ko-

GakkoGakko . However, the local population, particularly in outlying 

Three-classs native schools opened in Berau in 1916. Vervolgschool had 
initiallyy four classes that were later expended to five. Before the war. there were 
thirteenn native schools in Berau. Gunung Tabur sultanate had native schools in 
Gunungg Tabur, Rinding, Teluk Bayur, Pulau Besing, Samburakat, Pulau 
Derawann and Maratua. In the sultanate of Sambaliung, such schools were located 
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villages,, was reluctant to send children to such reorganized schools, 

preferringg to use each available pair of hands in the production of 

scarcee food. High absenteeism in schools led to harsh 

repercussions,, leading, for some disobedient parents, to death, like, 

inn the villages of Samburakat and Sukan (Noor 1996:67). 

Ass a result of multiple economic and cultural aggravations, the 

peoplee in Berau grew increasingly antagonistic towards the 

Japanese.. And the latter were turning ever more suspicious of the 

natives,, as there were more Japanese defeats in Asia-Pacific and 

moree reconnaissance flights over Berau by allied aircraft beginning 

inn early 1944. Under the newly installed military commander of the 

Berauu region, Oshida, Japanese secret police Kampetai, native 

policepolice force Jumpo-Jumpo and locally formed paramilitary groups 

Heiho,Heiho, Seimendan and Fujinkhai began increasingly ruthless 

searchess for suspected Dutch spies or collaborators117 (Noor 

1996:66).. This was by far the most violent period of the Japanese 

occupationn in Berau, as arbitrary killings and executions of 

suspectss occurred on numerous occasions. Subdistrict heads of 

Sambaliung,, Talisayan, Tanjung Redeb and Teluk Bayur were 

inn the following villages: Sambaliung, Rantau Panjang. Sukan. Kelindakan, 
Talisayann and Biduk-biduk. In addition, there were a number of special schools 
operatedd by the SMP company in Teluk Bayur. the Enropesche Lagere School 
forr children of the European staff and select local aristocracy as well as the 
Particul'ereParticul'ere Hollandsch Inlandsch School for children of native civil servants, 
clerkss etc. (Noor 1996:59). Finally, there were also a few religious schools 
managedd primarily by NU (Nahdatul Ulama). 

HeihoHeiho was a paramilitary organization consisting largely of native youth. 
SeimendanSeimendan was an organization grouping native civil servants, whereas 
FujinkhaiFujinkhai was an association for women. 
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amongg estimated 600 people killed between 1944 and 1945 (Noor 

1996:71). . 

Byy 1945, fearing continuing intimidation and reprisals, Tanjung 

Redebb became largely a ghost town as people sought refuge in the 

villages.. The economy was in a state of complete collapse, and 

peoplee reverted to barter trade, exchanging an item for an item. As 

thee town became empty, allied airplanes began flying over the area 

withh increasing frequency. Expecting an imminent attack, the 

Japanesee forces left Berau and moved south along the Kelai River 

too join other retreating Japanese units in Kutai. The only Japanese 

representativee to remain in Berau longer was the police 

commandantt Takahashi accompanied by Raden Soekarna who led 

Jumpo-JumpoJumpo-Jumpo forces in Berau. However, they soon disappeared 

too,, as in March 1945, acting on flawed intelligence suggesting the 

presencee in Berau of nearly 20,000 Japanese troops that had 

evacuatedd Tarakan, the allied bombers completely destroyed 

Tanjungg Redeb and inflicted heavy damage in Gunung Tabur, 
ii  i o 

Sambaliungg and Teluk Bayur (Noor 1996:73). Human losses 

weree minimal, however, because these towns were already largely 

desertedd at the time of air raids. 

Followingg the Japanese retreat, there was a political vacuum in 

Berauu for several months, as the sultans, fearing new air strikes, 

remainedd in their hideaways in Sungai Birang (sultan Gunung 

Tabur)) and in Tumbit Melayu (sultan Sambaliung) (Noor 1996:76). 

Ass people slowly realized that Japanese rule was ended, their anger 

118 8 

Inn the process, keraton of the sultan in Gunung Tabur was also destroyed as 
well. . 
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andd frustration turned against the remaining Jumpo-Jumpo 

personnell  that attempted to continue to exercise power as if nothing 

hadd changed. There were reprisals against them and a number of 

themm were killed (Noor 1996:74). 

4.66 Changing fortunes of the ruling  elites in Berau between 

1945-19655 and the emergence of timber  as the main source of 

unofficiall  income 

Tarakann fell to the allied troops in July 1945, and a month later the 

Dutchh civil administration NICA and the KNTL forces arrived in 

Berau.. They found a weary and destitute population in a region that 

hadd no means and littl e interest at this stage to resist NICA119. 

Sincee Tanjung Redeb was utterly devastated, the returning SMP 

managerss and Dutch government officials were initially stationed 

inn Teluk Bayur where some housing and other facilities remained 

intactt (Noor 1996:75). 

Thee first matter that the new controleur J. Kooimans and his staff 

attendedd to was rounding up Japanese collaborators, particularly 

thosee active in Jumpo-Jumpo, and investigating war crimes 

perpetratedd in the area. For this purpose, they brought Takahashi 

thee former Japanese police commandant, who was arrested after 

Thiss was despite the fact that at least three political and religious 
organizationss with connections to the pro-independence movement were present 
inn Berau well before the Second World War. Serakat Islam operated in Berau 
sincee 1918. Parindra (Partai Indonesia Raya, or Greater Indonesia Party) and 
GerindoGerindo (Gerakan Indonesia, Indonesian Movement) followed a few years later 
(Kromm 1940:155). 
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escapingg Tanjung Redeb in March 1945, to Berau. Mass graves 

weree uncovered primarily in the vicinity of Tanjung Redeb and 

Telukk Bayur (Noor 1996:76). These were excavated and a total of 

6022 bodies were exhumed. Subsequently Takahashi and arrested 

Jumpo-JumpoJumpo-Jumpo associates were sent to Balikpapan to face the 

militaryy court that sentenced them to imprisonment. As these 

matterss neared finalization, sultans of Gunung Tabur and 

Sambaliungg were asked to return to their palaces (or whatever was 

leftt of them) from wartime hideaways and resume their reign. 

Followingg this period of seeking out the guilty and counting the 

dead,, Berau entered the period of dynamic political change and 

sloww economic recovery. The latter began in early 1946 when SMP 

madee the first attempts at reactivating the coal mines. At the same 

time,, the seat of Dutch administration moved back to Tanjung 

Redeb,, as NIC A reconstructed dozens of houses, shops and pasar 

att no cost to win the good will of the people. Despite such 

overtures,, pro-Indonesian sentiment was present and intensifying as 

indicatedd by the fact that one of the earliest ventures set up to 

distributee scarce consumer goods in the area was CV Mekerib 

(abbreviationn of "Mencapai Kemajuan Republik Indonesia Baru", 

orr "bring about the development of the new Indonesian Republic") 

(Noorr 1996:81). Although pro-republican sympathies in Berau 

weree clearly on the rise, no real underground anti-NIC A movement 

hadd ever formed (Noor 1996:82). 
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4.6.14.6.1 Berau within the Federation of East Kalimantan 

Inn 1947 the Malino conference brought together the Dutch 

administrationn and Indonesia's independence leaders, and the most 

importantt outcome of their meeting was that Indonesia was to be a 

federationn of loosely bound nations cumulatively called the United 

Statess of Indonesia {Negara Indonesia Serikat). Thus, on 12 May 

19477 the self-governing territories of Bulungan, Gunung Tabur, 

Sambaliungg and Kutai joined forces in order to create the 

GabunganGabungan (or Federation) of East Kalimantan as a first step toward 

thee formation of the nation of Kalimantan {Negara Kalimantan) 

(Magendaa 1991:46). A month later, the sub-district of Pasir asked 

wass admitted to this new coalition {Gaboengan 1949:1). 

Followingg the decision to unite, each self-governing region 

proceededd to establish representative assemblies {Dewari). In 

Berau,, in July 1947 sultans of Gunung Tabur and Sambaliung 

jointlyy selected St. Baginda Husein as the secretary of the future 

Dewan.Dewan. In addition, he was also entrusted with the task of heading 

thee commission organizing the election of local representatives 

{pemilihan{pemilihan kiesmannen). Such representatives would constitute a 

pooll  of candidates out of which 15 would eventually be selected to 

becomee members {anggota) of Dewan Berau (Magenda 1991: 2). 

Despitee the fact that the local elections commission encountered 

somee difficulties as a result of increasing anti-sultanate 
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sentiment120,, representatives were eventually elected, and on 10 

Decemberr 1947, Dewan Berau was formed, consisting of: 5 

memberss from Gunung Tabur, 5 members from Sambaliung, 1 

representativee from the Netherlands administration, 1 member from 

thee Chinese (Tiong Hod) group and 1 person representing the 

interiorr Dayaks {Gaboengan 1949:2). The proceedings of the 

DewanDewan were to be conducted under the guidance of the chairman 

(ketua)(ketua) and vice-chairman (wakii ketua), positions reserved for, and 

too be shared by, the leadership of Gunung Tabur and Sambaliung. 

Onn 10 January 1948, Dewan Berau was inaugurated and dignitaries 

fromm neighboring sultanates and Dutch administration officials in 

Eastt Kalimantan were invited to participate in the festivities of that 

occasion.. However, the challenges that the new government of 

Berauu faced were serious, most significant of which were the 

economicc and financial crises. Berau had to withdraw defunct 

Japanesee currency and replace it with an equivalent sum of 300,000 

Guilders,, which were not forthcoming despite Dutch government 

promises.. Another important issue on the agenda was dealing with 

ricee shortages in the district. Since shortages were serious, Dewan 

representativess wanted to know why Dutch officials prevented 

traderss in Tarakan and Samarinda from independent shipping and 

sellingg of rice in deficit-stricken Berau. Such restrictions were 

explainedd as a government measure to prevent speculation and 

"Sebahagiann rakjat ada jang bersifat republikeins dan berpendirian non-
cooperatief'' (part of the people is republican-minded and does not want to 
cooperate)) (Magenda 1991:2). 
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increasee in prices. Berau was promised an allocation of rice directly 

fromm central government. 

Theree was also a question of what to do in order to revitalize the 

backbonee of BeraiTs economy, before the war coal mining. Due to 

extensivee war damage, SMP coal mines in Teluk Bayur had 

difficultiess resuming production {Economisch Weekblad voor 

IndonesiëIndonesië 1946:221). In 1940, the last full year of production 

beforee the war, SMP output was nearly 300,000 tons of coal, 

contributingg substantially to the overall coal production in East 

Borneoo (Le Coultre 1946:62). Following the war, attempts at 

resumingg coal production in Berau were already apace in the 

secondd half of 1946. However, by the end of the year the output 

reachedd only 3,000 tons. The production rose to 3,000 tons per 

monthh in 1947 and then doubled to the level of 6300 tons per 

monthh by the end of 1948 {Economisch Weekblad voor Indonesië 

1949:309).. Still, it was far less than in the pre-war period. 

Consideringg how important coal mining was for Berau in terms of 

thee multiplier effect for employment, income and tax revenues, 

Berau'ss survival depended upon its recovery. 

Alongg with such fundamental and district-wide problems, there 

weree also attempts to steer Dewan to attend to more narrow and 

personall  issues. On 17 May 1948, a proposal was put forth to use 

districtt tax revenues for the construction of residential facilities for 

thee collectors of turtle eggs on the islands off the coast of Berau 

{Gaboengan{Gaboengan 1949:6). This initiative was clearly an attempt to 

generatee a publicly-funded increase in turtle-egg revenues, a large 
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portionn of which would fall to the sultans and license holders 

appointedd by them. Traditionally, the right to collect turtle eggs 

wass bestowed by sultans of Gunung Tabur and Sambaliung on 

handpickedd appointees who provided them with a share of financial 

benefitss in the form of cukai. In the 1920s and 1930s, the annual 

auctioningg of such licenses {pachter) was instituted by Dutch 

controleurscontroleurs seeking to formalize the process of obtaining such 

licenses.. Indeed, if in the early days only individuals with royal 

titless held such licenses, in 1939 a Chinese trader Po Boy Hwat, 

activee in a range of other businesses including timber (see Table 1), 

wass able to secure such permit (Krom 1940:85). However, for him 

andd for pachter auctioning after the war, connections to sultan 

courtss remained vital. 

4.6.24.6.2 Berau illegal economies until 1965 

Ass a result of the withdrawal of the Netherlands administration 

fromm Indonesia, the last controleur of Berau, Zoetmeyer, passed the 

authorityy on to locally selected representative Hasan Basri Raden 

Jayaa Perwira in December 1949 (Noor 1996:86). Soon after, the 

Federationn of East Kalimantan was dissolved and the area was 

incorporatedd into the unitary state of Indonesia, thus vindicating the 

effortss of INI (Ikatan Nasional Indonesia, or Indonesian National 

Bond)) that since operated in Berau 1947and tried to sway the 

officialss in the direction of the Republic, Administratively, the 

sultanatess of Gunung Tabur and Sambaliung were fused into one 

self-governingg swapraja region governed by sultans who rotated 

thee post of bupati (or head of the district) every two years (Noor 
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1996:: 92). However, there was increasing anti-sultanate rhetoric, 

thee political situation was unstable and economic condition in the 

areaa was quickly deteriorating. Luckily, due to continued presence 

inn independent Indonesia of important companies such as BPM and 

KPM,, SMP continued to operate in Berau, thus helping the local 

economyy to sputter along (Noor 1996:92). 

Sputteringg was exactly what Berau's economy was doing - a 

conditionn that in the course of subsequent years would go from bad 

too worse. As coal mining proceeded only at a fraction of its former 

capacity,, dependent local businesses either had to implement 

similarr reductions or find other means to dispense of their products 

andd services. Thus, strategic products such as copra and salt fish, 

whichh previously were consumed by the indentured laborers in 

Telukk Bayur, were now increasingly diverted for illici t trade to the 

portt of Tawau in British North Borneo. According to the branch 

officee of fisheries in Tarakan, as early as 1952 most copra and salt 

fishh from northern East Kalimantan was sent for sale to Tawau 

(Suluh(Suluh Umum 1952:18). Such an increase in illegal trade was also 

causedd by the large idle labor that was plentiful in Berau. The war 

yearss caused Berau's population to decrease from about 20,000 

beforee 1941, to 16,000 in 1952 (Madjid et al 1962:11). Between 

19444 and 1945, the Japanese killed about 600 people in the area 

(Noorr 1996:71, 76). A considerably larger number probably fell 

victimm to hunger and malnutrition. Also, in the desperately destitute 

closingg months of the war, some people dispersed to rural areas in 

Kutai,, Bulungan and even Sulawesi, seeking food and clothing. 

Mostt of them would return after the war, joined by new migrants 
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whoo began pouring into Berau attracted by the prospect of re-

openingg of the SMP coal mines. As a result, by 1954 Berau's 

populationn increased to nearly 22,700 (Madjid et al 1962:11). 

However,, neither the struggling SMP nor local businesses 

associatedd with it could have absorbed a pool of workers of this 

size121.. Therefore, many found jobs in processing, packaging and 

shippingg of agro-products such as copra and dried fish to Tawau in 

Britishh North Borneo where the demand and prices for these 

productss were high. 

Thee forest policy in the area saw a revival of the system of 

concessionss that existed before the war and re-legalized buying up 

off  timber from small-scale native loggers. Dutch officials 

implementedd such changes immediately after the war, recognizing 

itt as unavoidable in times of economic crisis. Following the 

departuree of the Dutch, timber exploitation policy in Berau 

remainedd unchanged. However, the crucial difference was that 

theree was essentially no system in place to oversee it. The 

rudimentss of the forestry service in East Kalimantan, and therefore 

inn Berau as well, were not reconstituted until 1957. During the 

interveningg years, it was a general responsibility of daswati II 

{daerah{daerah swapraja tingkat II, or second-echelon swapraja region) 

Berauu and particularly Dewan. However, there were serious 

limitationss as to the effectiveness of both. 

Att that time, SMP provided direct employment to about 600 laborers, less 
thann half of the those before the war (Noor 1996:93). 
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Inn the aftermath of Indonesia's independence in 1949, Dewan 

swaprajaswapraja Berau, as all such assemblies in East Kalimantan, was 

dissolved.. In 1950, it was replaced with DPRD-S {Dewan 

PerwakilanPerwakilan Rakyat Daerah-Semetara, or Temporary District 

Representativee Assembly of the People), which, for the first time, 

includedd the republican voices of INI (Magenda 1991). However, 

thee special status of Berau as a swapraja region continued and 

followingg the formation of new Dewan, the forces allied with the 

courtss in Gunung Tabur and Sambaliung were largely in control of 

thiss new body. This meant that the balance of power remained 

relativelyy unchanged. 

Ass already indicated, the main problem that district authorities in 

Berauu faced was the deteriorating economy. By the early 1950s, it 

wass clear that SMP production would not only remain well below 

thee pre-war level, but there were also indications that the company 

wouldd not stay in Berau for much longer. Sensing the swelling tide 

off  nationalistic anti-Dutch sentiment in Indonesia, parent 

companiess of SMP - i.e. KPM and BPM, decided to cut their 

losses.. In early 1956, SMP announced that it would leave Berau 

shortly,, taking along all equipment and infrastructure. However, it 

wass open to negotiations and expressed willingness to transfer 

fully-equippedd mines to the local government in exchange for a 

compensationn in the amount of Rp. 3.5 million (Noor 1996:94). 

Berauu alone could not raise such a sum. As a result, the leaders of 

thee newly-formed popular assembly in Tanjung Redeb scrambled 

forr outside help with which to keep the mines open and help 

maintainmaintain the critical few thousand direct and indirect jobs. 
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Theyy found an eager helping hand in the PNI-dominated 

governmentt in Jakarta. The Ministry of Internal Affairs 

{Departemen{Departemen Dalam Negeri) quickly offered Rp 1 million in credit, 

andd the Ministry of Finance {Departemen Keuangari) provided the 

rest.. With such financing in hand, Berau took over SMP coal mines 

andd placed them temporarily under the management a district 

companycompany specifically for that purpose created {Perusda, or 

PerusahaanPerusahaan Dae rah) (Tim Monografi Daerah Berau 1976:15; Noor 

1996:94). . 

Thee sale and transfer of SMP mines to sxvapraja Berau seems to 

havee been orchestrated by the Berau branch of the PNI in an effort 

too add swapraja leaders to its political base. In the run-up to the 

electionss of 1955, the PNI assumed a very pragmatic political 

attitudee in areas with long history of swapraja rule such as East 

Kalimantan.. In an effort to expand its party membership and 

strengthen,, its vote-generating mechanism, by attracting locally 

influentiall  individuals, PNI was more than willing to put aside 

politicall  and historical arguments to accommodate former ruling 

classes.. Such a strategy was used extensively and effectively in the 

politicallyy and economically important swapraja region of Kutai. 

Otherr swapraja areas, including Berau, were viewed as not being 

criticall  for the overall the PNI vote in 1955 and could therefore be 

pulledd into its orbit at a later stage. The transfer of SMP mines to 

perusdaperusda Berau provided a perfect opportunity to achieve this. PNFs 

neglectt of Berau in the 1955 elections resulted in the party 

finishingg third behind NU {Nahdatul Ulama) and Masjumi in the 
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area.. The extension of credit by Jakarta to allow Berau take control 

off  the economically critical mines quickly undid this setback. In 

subsequentt months and years, important positions within the local 

assembly,, military, police and the civil service were occupied 

mostlyy by PNI members. 

Iff  the sale of SMP coal mines to the swapraja government of Berau 

wass a political coup for PNI, it soon turned out to be as much of a 

problemm for perusda Berau. The local officials were eager to turn 

coall  into financial earnings. However, from the standpoint of 

managementt and manpower, Berau was not in position to operate 

thee mines on its own. Predictably, Berau officials resorted to local 

tauketauke to whom they sub-contracted the extraction of coal for a fee 

traderss for help,122. However, income thus generated turned out to 

bee extremely erratic and limited. In order to get rid of the problem, 

inn the late 1950s the mines were sold to an obscure Indonesian firm 

N.V.. Agusco Djakarta (Madjid et ai 1962:100; Noor 1996:94). 

Thiss was a benteng company typical of that period in the sense that 

itt operated on subsidized government loans, and aimed at 

developingg a bumiputra mining venture. However, Agusco's 

activitiess never materialized. Rail tracks and other mine structures 

weree eventually taken apart by local population and the mines, 

whichh had been at the heart of Berau economy for decades, were 

soonn reclaimed by forest. 

Forr a parallel case of leasing Dutch OBM coal mines to taukes in KutaL see 
Chapterr 2. 
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Ass much as the decline of coal mines in Berau was the result of 

dubiouss benteng business practices, it was also strongly tied to the 

generallyy increasingly idiosyncratic government regulatory 

frameworkk that restricted private enterprise in favor of subsidized 

statee trading (Sajidiman 1961; Panglaykim 1963). With the closure 

off  SMP in 1955, KPM transportation in and out of Berau was 

reducedd drastically, rendering merchant tauke boats and the 

Samarindaa based PT Mahakam Shipping Coy the only and limited 

meanss of moving people and goods. The national shipping 

companyy Pelni struggled tremendously to compensate for the 

withdrawall  of KPM, so much so that by 1964, twelve years after its 

establishment,, it had not yet recorded a single profitable year 

(Madjidd et al 1962:156; FEER 1964). 

However,, there were even greater problems. In the second half of 

thee 1950s, in the aftermath of a wave of nationalization of (mostly 

Dutch)) foreign companies in Indonesia, pressure was rising to 

expell  the remaining asing ("alien", i.e. Chinese) elements out of 

businesss in order to create room for bumiputra, (Sirengar 1969; 

Panglaykimm and Palmer 1970). This resulted in the creation of a 

rangee of national companies in Indonesia with monopoly rights 

overr export and import of certain products, and these companies 

predictablyy took advantage of their exclusive middleman position 

byy inflating shipping and handling costs (Subroto 1957; Sajidiman 

1961).. Such practices resulted in spiraling business costs, for 

traderss who wanted to export products of any kind had to go 

throughh appointed export-import firms in order to secure foreign 

currencyy permits (or SIVA, Surat Idjin Valuta Asing), which were 
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necessaryy to obtain payments for export shipments in currency 

otherr than Rupiah123. The cost of obtaining such permits was no 

lesss than "15% of the proceeds realized from the FOB value of the 

shipment""  (Wiharto 1962:199). Similarly extortive practices 

governedd import activities (Madjid et al 1962:103). 

Thee general outcome of these developments was a contraction of 

thee official economy and growth of black marketeering 

(Panglaykimm 1962; Pospos 1982). In Berau, taukes were gradually 

forcedd to take a back seat to the "front" bumiputra personnel. By 

1961,, there were officially no more Chinese traders operating 

outsidee the main town of Tanjung Redeb and in the whole of Berau 

noo enterprise hired more than 10 persons (ibid: 178). However, the 

numberr of unreported enterprises and their turnover was estimated 

too be at least equal to, or in excess of, the ones officially in 

existencee (ibid: 121-122). Faced with a lack of reliable 

transportation,, impossible rules for both official export or import 

andd with the region's literal descent into darkness caused by a lack 

off  electric power (with the closure of coal mines, Berau's only 

powerpower station in Teluk Bayur ceased to operated), unofficial means 

off  doing business became the only feasible alternative. 

Smugglingg rather than official trade became the order of the day. 

Ass a result, production of coconut oil in East Kalimantan dropped 

Thee lack of a stable exchange rate for Rupiah contributed to these difficulties. 
"Thee official rate was 45 [Rupiah to US Dollar]. But the tourist rate was 180 and 
forr export-import transactions the rate ranged from 315 to 810, depending on 
thethe type of goods. At the Hotel Indonesia [in Jakarta], a special rate of 1000 
operated""  (Grant 1964:83, italics added). 
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dramaticallyy because nearly all copra from Berau and Bulungan 

wass diverted for sale to North Borneo. Similarly, copra imports 

fromm Sulawesi, which until then arrived regularly to Samarinda, 

begann instead to be shipped clandestinely to Tawau as well (ibid: 

112).. The same happened with timber, as the logging boom in 

Northh Borneo provided a timely and far superior replacement for 

defunctt coalmines as the consumer of logs from Berau. Since the 

forestryy service did not operate, no official records of small logging 

concessionss and their timber production were kept, except for 

occasionall  notes by the "point men'" assigned by Dewan to visit 

periodicallyy locations where logging was taking place and collect 

cukaicukai on timber124. 

Thee government in Jakarta responded to these developments by 

deployingg official rhetoric of containment, while at the same time 

tryingg to use the emerging black market for timber and other 

productss to its own advantage. It achieved the latter by introducing 

governmentt regulation {peraturan pemerintah) no. 1 of 1957 that 

dividedd concession allocation rights between governors (daswati I) 

andd districts {daswati II). The law stipulated that governors could 

issuee logging permits for areas up to 10,000 ha; districts were 

limitedd to 5,000 ha and subdistricts to 100 ha. They were also 

entitledd to the collection and sharing of tax on cut timber (cukai 

hayu).hayu). This regulation helped spread the power over, and profits 

from,, timber more evenly, keeping the parties involved relatively 

contentt while at the same time preventing districts from becoming 

Interviewss in Gunung Tabur and Sambaliung, May 2000, September 2001. 
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tooo assertive - an important consideration in times of widespread 

regionall  upheaval in Indonesia of the late 1950s. 

Thee corrective rhetoric, on the other hand, consisted of government 

projectss intended to prevent illegal activities from taking place. 

Basedd on government regulation no. 1 of 1957, licenses for 

processingg copra into coconut oil were to be issued to firms that 

wouldd operate in Berau and Bulungan with a planned output of 400 

tonss of oil per month. In addition, central government in Jakarta 

wass also to allocate funding from the development budget called 

mechanizationn credit (/credit mechanisasi) to construct modern 

sawmillss in Berau so as to stimulate local processing of timber and 

reducee smuggling of logs125 (Madjid et al 1962:139). Even if these 

measuress were successfully implemented, it is difficult to see how 

theyy could possibly have achieved the stated objectives. As with 

mostt benteng rhetoric and ideas, their strength was in conjuring the 

imageryy of what could be rather than what had actually would 

happen. . 

Perhapss the only benteng initiative that saw some degree of 

realizationn in Berau was the manila hemp plantation project in the 

vicinityy of the village of Tumbit (Madjid et al 1962:140). The 

projectt began in 1955 with the implementing party, N.V. Indonesia 

Nationall  Abaka, planting a token area of 2 ha with abaka seedlings. 

Inn 1957, the company obtained credit from the government to the 

125 5 
Ass a stimulus to local development, on December 5, 196, a branch of the 

Samarinda-basedd Bank Kalimantan opened in Berau (Noor 1996:98). Despite 
beingg the very first bank active in Berau, its impact was extremely limited and it 
ceasedd to exist a few years after opening. 
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amountt of 60,000 Rupiah and expanded the plantation to 18 ha. 

However,, the enterprise did not progress any further. Citing lack of 

skilledskilled manpower and difficulties in importing the necessary 

harvestingg equipment, the venture was abandoned. Most 

astonishingg is the observation (made by the management only after 

plantingg was underway) that even if the required labor and 

machineryy were available, they would be of littl e help, because 

hempp has to be processed within 24 hours after harvest, and Berau 

hadd neither processing facilities nor reliable transportation . In 

fact,, there was no manila hemp processing center in the whole of 

Eastt Kalimantan! 

Ass similar disparity between planning and implementation 

transpiredd in another benteng project, construction of a road linking 

Berauu with Bulungan to the north. The 110 km road had been long 

inn planning, but in 1958 it seemed that a joint effort of the national 

companyy PT Tunas and the local head of public works, 

Abdurrahman,, would finally make it a reality. However, by the end 

off  the year, and after the release of several government credits, 

onlyy 2 km of the road were in place! (Noor 1996:98). By 1962, the 

planss were to reach km 5 from the direction of both Berau and 

Bulungann (Madjid et al 1962:151). In reality, the road was not 

finishedd until the mid-1990s. 

Ann interesting parallel case can be found in Berau today in the form of oil 
palmm plantations. By 2000, more than 400.000 ha has been allocated for oil palm 
plantationss in the district (Obidzinski and Suramenggala 2000a, b). However, 
lesss than 10,000 ha have actually been established and no processing facilities 
havee been built. There are indications that an oil palm plantation business of this 
kindd is in fact "hit-and-run" operations aimed at extracting timber only. 
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Thee unspoken central government policy of allowing illegal trade 

too become the economic backbone (in absence of legal alternatives) 

andd of using it as a means to generate reciprocal political loyalty 

fromm regions such as Berau crystallized in the 1950s and continued 

inn the early 1960s with only slight modifications. The changes that 

occurredd came in the of the administrative reform embodied in 

governmentt regulation no. 27 of 1959, which abolished the 

swaprajaswapraja status of Berau and turned it into a second-tier region 

{daerah{daerah tingkat II) directly under the province of East Kalimantan 

{derah{derah tingkat I). Berau thus became a district directly linked to the 

Indonesiann state. Nevertheless, swapraja forces continued their 

strongg presence within the official ranks, as Haji Raden Ayub, an 

aristocratt from Gunung Tabur, found enough support (with PNI 

backing)) to become the first regent, or bupati. 

Inn the early 1960s, however, the political climate in Berau began 

deterioratingg for the local ruling classes. Due to the emergency 

powerss granted to the Indonesian military in the late 1950s, the 

army'ss influence in social, economic and political life expanded 

vastly.. In Berau, as elsewhere, the military influence began 

penetratingg the ranks of local civil service rapidly. In the face of 

risingg inflation and economic breakdown, virtually all military 

officialss were involved in illegal trade of some sort, with 

smugglingg to and from North Borneo being the main activity. 

Illegall  trade provided badly-needed consumables and income for 

personall  and institutional purposes. 
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Thee turning point came in late 1962 when the newly-appointed 

regionall  military commander (PEPERDA) for East Kalimantan, 

Colonell  Soeharjo, a member of the far-left flank of PNI, began a 

vigorouss campaign to redundant extirpate the remaining aristocratic 

forcess in districts governments (Soeharjo Kol. 1965). Accusing the 

rulingg classes of subverting the national revolution through 

continuedd colonization of the common people (rakyat) and 

economicc speculation with foreign elements at home and abroad 

(i.e.. local and North Borneo Chinese), he pressed Haji Raden Ayub 

intoo voluntarily resigning from the position of bupati of Berau. 

Soeharjoo replaced him with a loyal local supporter, Yunuzal Yunus 

(Magendaa 1991:63; Noor 1996:98). 

But,, under Yunus' patronage, the illici t trade in timber and other 

goodss not only continued, but even flourished. This had taken place 

despitee the military's having established posts in Nunukan near the 

smugglingg route and Indonesian soldiers, with occasional visits by 

Col.. Soeharjo himself, maintaining a strong presence in the border 

areaa (Magenda 1991:58). Despite his apparently relatively non-

confrontationall  attitude towards the former Berau aristocracy (vis-

a-viss Soeharjo) and restraint during the Konfrontasi campaign127, 

bothh Yunus and his superior, Soeharjo, quickly disappeared from 

thee political scene after 1965. In early 1965, Soeharjo was recalled 

fromm East Kalimantan by Gen. Yani who was then commander of 

Indonesiann Armed Forces and was sent to the Army Staff College 

127 7 

Konfrontasi-relatGdKonfrontasi-relatGd activities in Berau were limited to renewed efforts to 
workk on the road link north to Bulungan and the construction, in 1962, of an air 
fieldfield that in 1976 became the official Berau "Kalimarau" airport (Noor 1996:98, 
105). . 
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inn the Soviet Union (whereafter nothing more was heard of him). 

Yunus'' fate is equally unclear. It is possible that he was in the 

groupp of 34 persons in Berau identified as directly involved in PKI 

activitiess and sent for detention outside the region128 (Noor 

1996:99). . 

4.77 Banjir kap boom 

Followingg the 1965 coup in Indonesia and subsequent installation 

off  the New Order regime under the leadership of General Suharto, 

thee political situation in Berau, under the new bupati, Captain 

Djajadi,, became more stable. However, the district's economy 

continuedd to be essentially in the state of collapse. There was no 

usablee infrastructure in place. In many respects, Berau of the late 

1960ss was worse than it was before to the Second World War. If in 

thee 1930s Berau had some access to electricity, local phone lines, 

policlinics,, regular transportation and some paved streets, in the 

earlyy years of New Order there was virtually none of this. 

However,, what Berau and other regions in East Kalimantan had 

plentyy of was timber-rich forests for which market demand and 

pricess were rising. Therefore, it was a natural choice by the new 

regimee to use timber as a means with which to fuel political 

consolidationn and economic development. 

Individualss suspected of indirect involvement in PKI or generally leftist 
sympathiess were arrested and placed in the Buluh River detention area outside of 
Tanjungg Redeb where they "repented" by working in the rice fields (Pemda 
KaltimKaltim 1968:31; Tim Monografi Daerah Berau 1976:29). 
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Thee liberal investment laws promulgated in 1967 were to be the 

cornerstonee of economic recovery in Indonesia, particularly in 

resource-richh regions such as Berau. While this new regulatory 

frameworkk seemed to offer genuine openness and new business 

opportunities,, such entrepreneurial activities nevertheless had to 

operatee within the long established give and take system of 

dependencyy (patronage) relations. The growing entrenchment of 

thee military the district government ensured that this would 

continuee to be the case. 

Inn 1968, the Berau leadership cabinet of bupati Lieutenant Colonel 

Djajadi,, secretary Allun Bachrun, DPRD (district consultative 

assembly)) chairman Amir Sjarifudin and vice-chairman Kamrani 

embarkedd on the road toward economic normalization facing very 

limitedd options. In many respects the problems that they faced were 

thee same as in the Sukarno era. Infrastructure and transportation 

difficultiess constituted the main limitations. The import of 

consumabless continued to be very difficult because even though 

noww businessmen could operate unhindered, import was centered in 

Samarindaa and Balikpapan, and re-distribution to more remote 

regionss was slow and unreliable. Above all, however, the financial 

situationn of the district was very poor and few realistic solutions 

weree available. No precise data exist as to the exact budgetary 

conditionn of Berau at that time, but it is clear that in 1968 the 

districtt could cover only about 12 percent of its basic 

administrativee expenses (Pemda Kaltim 1968:73). 

Thiss was also the case in other districts and inthe province as a 

whole.. In 1968, even with the subsidies from Jakarta, East 
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Kalimantann could barely bring up the funds to cover half of what 

wass needed (Pemda Kaltim 1968:16). In the context of raging 

inflation,, this was all that Jakarta could afford. Thus, provincial and 

districtt authorities were essentially left on their own to devise a 

meanss to generate the rest. As a helping measure, the New Order 

governmentt decided to put in place (along with liberal investment 

laws)) greater fiscal autonomy measures for provinces and districts 

too help them generate the urgently needed revenues. The 

centerpiecee of these measures was what appeared to be a more 

equitablee sharing of tax revenues between the central government 

inn Jakarta (pusat) and the regions. 

Theree were eleven types of taxes shared between the central 

governmentt and the regions over which the latter were to gain 

greaterr control (for a more detailed discussion of the financial 

situationn in East Kalimantan at that time, see Chapter 2). Among 

them,, however, there were only three taxes from which a 

substantiall  share went to districts, 65 percent of SWIU (Sumbangan 

WajibWajib Izin Usaha, mandatory contribution of business license-

holders),, 90 percent of Ipeda {Iuran Pembangunan Daerah, 

Regionall  Development Tax) and 40 percent of Kopera {Koperasi 

Daerah,Daerah, Regional Cooperatives) (Monografi Kaltim 1969:90-93; 

Monografii  Kaltim 1970:102-106). The rest went to provincial 

authorities.. The only other independent source of financing for the 

districtss was taxes based on district regulations (peraturan dearah) 

thatt included: PKB {Pajak Kendaraan Bermotor, Motor Vehicle 

Tax),, PRT {Pajak Rumah Tangga, Household Tax), PR 
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{Punggutan{Punggutan Produksi, Production Tax) and Cukai Kayu (Timber 

Tax). . 

Al ll  three types of taxes shared with pusat and most of those based 

onn local regulations constituted a "donation" of sorts that had to be 

collectedd from local entrepreneurs on an essentially door-to-door 

basis.. In addition to the fact that such taxes had to be extracted in a 

veryy unclear and irregular manner, their value (with the exception 

off  cukai kayu) was insignificant. In 1968 and 1969, with the 

provinciall  budget at around 420 million Rupiah, and with pusat 

beingg able to subsidize only half of it, the comparative contribution 

off  district taxes to the overall spending was as follows: 

Tablee 7. Value of distric t taxes in East Kalimantan in the late 

1960s s 

Typee of Tax Realized Value Contribution to the Overall 

(Rupiah)) Budget (%) 

1,142,0000 (in 1968) ÖT28 

1,000,0000 (in 1969) 0.2 

1,500,0000 (in 1968) 0.35 

1,200,0000 (in 1969) 0.3 

3,900,0000 (in 1968) 0.9 

6,200,0000 (in 1969) 1.5 

Sources::  Pemda Kaltim (1969), Pemda Kaltim (1970). 

Fortunately,, this near total lack of district funds was in some 

measuree offset with income from timber {cukai kayu) that quickly 

emergedd as, by far, the most important source of tax revenue 

(Raharjoo 1972:29). In 1968, cukai kayu collected by districts in 

Eastt Kalimantan totaled 42,400,000 Rupiah, whereas in 1969 this 

amountt increased to 59,000,000 Rupiah (10 percent and 14 pecent, 
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respectively,, of the overall provincial budget) (Pemda Kaltim 

1969:92;; Pemda Kaltim 1970:105). 

Givenn its economic significance, one would expect a lot of official 

focuss in Berau to be placed upon timber and the taxes that could be 

imposedd on it. After all, the banjir hap boom was intensifying at its 

centerr in Samarinda and it was quickly spreading to neighboring 

regions.. However, financial windfall associated with timber caused 

developmentss in Berau (and other neighboring districts as well) to 

movee in quite the opposite direction, the illegal timber section 

grew.. This is exemplified by the fact that despite timber tax's being 

absolutelyy crucial to the economic survival of the district, the 

mannerr in which it was collected constituted a continuation of a 

decades-iff  not centuries-old tradition whereby district officials 

wouldd assign the task of collecting timber dues to selected "point 

men"'29 9 

Iff  the collection of such crucial financial resources as cukai kayu 

wass done in a manner strikingly resembling the division of spoils, 

suchh practices were accompanied by an obtuse official picture 

concerningg the size and activities of small logging concessions. 

Berauu residents in Gunung Tabur and Sambaliung who worked in 

banjirbanjir kap enterprises and clearly remember this period of timber 

boomm report that intensive logging was taking place along all major 

navigablee waterways130 (Noor 1996:103). District reports from the 

Interviewss at the district forestry office in Berau, September 2001. 
Interviewss with important informants in Gunung Tabur and Sambaliung, 

20000 and 2001. 
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latee 1970s and memoirs of long in residence civil servants who 

weree long in residence go further by emphasizing that the flood-

loggingg boom was a period of great economic intensification and 

transitionn (Tim Monografi Daerah Berau 1976:12). Responding to 

internationall  market demand and high prices for Meranti dan 

KeruingKeruing timber, retail and trade businesses of all sizes in Berau 

eitherr engaged in parallel timber ventures or switched resources 

{modal){modal) alltogether to logging for export. Such structural 

transformationn were also made possible by an influx of external 

workerss (mainly Bugis from Sulawesi) seeking employment in 

smalll  logging concessions (Tim Monografi Daerah Berau 1976:12). 

Again,, tauke enterprises were at the core of this growth. Managed 

byy the veterans of timber trade in the 1950s and early 1960s 

(descendantss of the pioneers from the SMP period), these 

individualss were part of the trade network necessary to make the 

timberr business work. Although within the political context of early 

Neww Order restrictions on entrepreneurial activities by ethnic 

Chinesee were officially removed so that they no longer had to hide 

behindd bumiputra "fronts", in practice protection of district (mostly 

military)) decision-makers was essential and was actively solicited. 

Officiall  sources from the time, however, reflect very littl e of these 

thesee developments. In 1967, at the outset of banjir kap, Berau was 

estimatedd to have about 30,000 ha of small logging concessions 

(Pemdaa Kaltim 1968:18). In 1969, by which time the total area of 

kapersilkapersil concessions in East Kalimantan more than doubled to over 

1.22 million ha and the production of timber for export increased 

ten-foldd to 2.1 million m3, in Berau nothing seemed to have 
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changedd (Pemda Kaltim 1971:60). The district continued to have 

preciselyy 30,000 ha of small concessions held by local taukes: 

Tablee 8. Banjir kap small concession holders in Berau in 1969 

Licenseee Concession Location 

Areaa (hectares) 

CVV S.D.R. 10,000 

CVV Batang 10,000 

Karang g 

PTT Gunung Mas 10,000 

Source::  Pemda Kaltim (1970:71) 

Ambiguityy surrounding financial resources generated from timber 

resourcess required that corresponding official data concerning the 

performancee of banjir kap concessions be similarly limited. 

Finally,, the functioning of the informal administration of banjir kap 

timberr resources in Berau was completed by of information on the 

productionn of logs in the district being unavailable. Data on timber 

outputt became available only in the second half of 1970 when local 

officialss claimed, in contradiction to other sources, that export of 

timberr was undertaken in that year for the first time131 (Tim 

Monografii  Daerah Berau 1976:17). These timber production 

AA 1969 central government report on the regional economy in East 
Kalimantann for indicates, for instance, that Berau produced nearly 240,000 m3 of 
logss that year, of which about 230,000 m3 was exported (Dirjen Bina Marga 
1969).. Unfortunately, export destinations are unknown. However, with timber 
fetchingg US $ 75 per cubic meter in Kalimantan at that time, the volume, if 
indeedd exported from Berau, would represent an astonishing value of nearly US 
$$ 18 million. 
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figuress for Berau covering the period of the 1970s are presented in 

Appendixx 6. 

Thee banjir kap boom in the district of Berau bears all indications of 

completee chaos. There was chaos indeed, but the business was not 

entirelyy out of control. Rather, it belonged to the "managed" sort 

withh important economic and political roles to play. Clearly, as 

longg as the district was "getting by" in the economic sense, despite 

itss timber sector's being largely an illegal one, pusat saw no 

problemss or reasons to intervene. After all, acceptance of this "free-

for-all""  state of economic affairs lightened the burden on fragile 

centrall  government finances. Perhaps more importantly, it 

constitutedd a reward for local (largely military) leadership for 

maintainingg security and political loyalty in the district in the 

difficultt period following the 1965 coup. Not surprisingly, 

therefore,, in the context of the 1971 national elections (pemilu) the 

politicall  significance of the illegal timber economy rose even 

further. . 

Rewardedd with economic freedom, the military leadership in Berau 

performedd splendidly in the crucial first national elections under 

thee New Order. Suharto's party Golkar won a resounding victory 

byy taking control of 15 (out of the total of 20) seats in DPRD and 

byy placing A.T. Soedibyo from the military fraction of Golkar in 

thee position of chairman (Tim Monografi Daerah Berau 1976:36). 

AA military officer chaired even such a largely ceremonial body as 

Muspidaa {Musyasvarah Pimpinan Daerah  ̂or District Consultative 

Forum).. And Lieutenant Colonel Djajadi thrived in his capacity as 
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bupatibupati of Berau until 1973 (Magenda 1991:59). As a result, the 

armyy and Golkar's (and therefore Suharto's) grip on power in the 

districtt was as solid as never before. 

Withh the elections won, Suharto moved to consolidate his power 

furtherr through more intensive exploitation of natural resources and 

therebyy a greater generation of wealth. For these objectives, the 

internationall  climate seemed favorable, as main timber buyers such 

ass Japan and the USA were eager to launch large-scale forestry 

projectss in East Kalimantan (Manning 1971; Dixon 1974; 

Daroesmann 1979; Ruzicka 1979b). There was also a need to reign 

inn the essentially omnipotent military. This was to be accomplished 

byy the implementation of the decision no. 114 by the governor of 

Eastt Kalimantan in June 1971 that banned banjir kap logging. 

Subsequently,, large HPH logging concessions, which were better 

organized,, easier to ontrol, and more profitable, were to be the 

preferredd means of exploiting the forest for timber. 

Thee ban came as a shock to Berau and to most other regions in East 

Kalimantan.. It essentially meant that the entire local economy and 

laborr force had to undergo a relatively quick structural adjustment. 

Yet,, the task at hand was massive. A lot of investment had already 

beenn placed in the into logging businesses and the numerous 

migrantt laborers in the district could hardly be expected to find 

otherr employment. By 1976, human resources in Berau would still 

bee in the process of the difficult post-banjir kap adjustment (Tim 

Monografii  Daerah 1976:12). At least as important as sustaining 

districtt bureaucracy, which by then had grown to over 1,000 
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persons,, was adjusting its structure and functioning (Monografi 

Kaltimm 1972:139). From the start, however, it was tacitly 

understoodd that, in practice, the ban would take effect gradually, 

allowingg the previous system of timber exploitation and trade to 

adjust. . 

Fromm a purely practical perspective, it was difficult to make a quick 

transitionn in Berau from banjir kap to mechanized concessions. 

Althoughh large concessions were made available by 1967, by 1969 

theree was only one active HPH in Berau, the PT Satya Jaya Raya 

concessionn of 50,000 ha (Monografi Kaltim 1970:72). In 1971, the 

numberr of HPH companies present in Berau increased to five, but 

onlyy two were active. In addition to PT Satya Raya Raya, an 

Indonesian-Philippiness joint-venture PT Gonpu Indonesia Ltd., 

activatedd its 150,000 ha in southeastern Berau (Monografi Kaltim 

1972:82;; BKPMD 1988:120). The remaining concessions were 

eitherr located in neighboring districts and only marginally 

overlappedd with Berau (e.g. PT Kayan River Timber Products) or 

weree essentially banjir hap enterprises that would take time to 

accomplishh the transition to HPH status (e.g. PT Berau Timber Co., 

PTT Indonesian Meranti Timber Co.) (Monografi Kaltim 1972:80). 

Byy 1975, it seemed that this transition was proceeding well as the 

numberr of companies holding HPH licenses in Berau expanded 

considerably. . 
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Tablee 9. HPH concession holders in Berau in 1975 

Companyy Area (ha) License Date 

PTT Satya Jaya Raya 

PTT Gonpu Indonesia Ltd 

PTT Tabalar Wood Industries 

PTT Sumber Lestari Sejahtera 

PTT Dwi Warna Timber 

PTT Hanurata Coy Ltd 

PTT Kayu Kalimantan 

PTT Daisy Timber 

PTT Berau Timber 

PTT Rejosari Bumi/PT Kalhold V 

PTT Pantai Harapan 

PTT Sentosa Kalimantan Jaya 

50,000 0 

150,000 0 

77,000 0 

27,000 0 

37,500 0 

75,000 0 

45,000 0 

67,500 0 

55,000 0 

70,000 0 

26,000 0 

35,000 0 

33 April , 1969 

177 October, 1970 

200 April , 1972 

33 August, 1972 

166 December, 1972 

211 December, 1972 

211 December, 1972 

233 July, 1973 

66 October, 1973 

244 October, 1973 

88 January, 1974 

122 March, 1975 

Sources::  Monografi Kaltim (1972), BKPMD (1988) 

However,, problems persisted. Despite the evident growth of HPH 

concessions,, the majority of licensees was very slow to activate 

production.. Some never initiated operations, and many (especially 

thosee below the minimum HPH concession size of 50,000 ha) were 

stilll  halfway between HPH operations and banjir kap. This meant 

thatt most production came from the two earliest concessionaries. 

Accordingg to Berau officials, in 1975 these companies accounted 

forr most timber production (and export) in the district, and that was 

reportedd 256,600 m3 (Tim Monografi Daerah Berau 1976:12). 

Interestingly,, the report also mentioned the continuing presence of 

numerouss smaller enterprises {pegusaha-pengusaha) active in 

timberr business such as: Fa Pantai Mas, CV Sinar Baru, Fa Sahabat 

Jaya,, PT Uni Kris, CV Bumi Jaya, Fa Purnama, CV Tarbaya, CV 

192 2 



Makmurr Jaya, CV Bintang Timur, CV Dwi Jaya and CV Tampo 

(Timm Monografi Daerah Berau 1976:12). Their status becomes 

obviouss when other sources of information on the Berau timber 

sectorr at that time are consulted. 

Inn contrast to official district information, economic surveys in the 

earlyy 1980s reported that in 1975 timber export from Berau to 

Japann was just over 600,000 m3- nearly 2.5 times what was 

officiallyy recorded (PT Becosurveys 1981:34). It is quite clear that 

thee activities of small timber enterprises were not focused on 

operatingg sawmills. In the midst of the log export boom, first as a 

resultt of banjir kap and then because of HPH concessions, the 

sawmilll  sector in East Kalimantan grew very slowly (Koehler 

1972:111).. In 1969, a KFDC survey in Berau reported that there 

wass no timber processing for export of any kind (FDC/Ataka-

Pehutanii  1969). By 1974, another forestry survey mentioned the 

presencee of a few manual sawmills, but still no larger operations 

(Direktoratt Perencanaan 1974). Therefore, it seems obvious that the 

smalll  timber enterprises were log-exporting companies left over 

fromm the banjir kap period, and that secured backing from the local 

governmentt for a very slow and liberal adjustment to a situation in 

whichh HPHs were to play the leading role. Whether as tauke or 

Pemdaa Kaltim (1971:81) does indicate that the Berau/Bulungan forestry 
regionn had 2 mechanized sawmills by in the late 1960s. Between 1967 and 1969, 
annuall  production was 1,440 m3, whereas in 1970 it reached 1,920 m3 

(Pemerintahh Kaltim 1970). However, since the seat of the Berau/Bulungan 
forestryy area was in Tarakan, it is likely that these sawmills were located there 
too. . 
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frontt bumiputra enterprises, their informal contribution to the 

economicc earnings of the district continued to be extensive. 

4.88 Post Banjir Kap adjustment of the illegal timber  sector 

Inn the second half of the 1970s, however, the supremacy of HPHs 

becamee fully established. By 1984, virtually the entire land area of 

Berauu (except for remote watershed regions) was parceled out 

betweenn 16 HPH concessions covering just over 2 million ha 

(BKPMDD 1988:119). Timber production also increased 

dramatically.. Throughout the 1980s, it averaged around half a 

millionn cubic meters per year (BKPMD 1988: 121). It also 

continuedd to be the main income earner, as in 1978/79, over 46 

percentt of income generated independently by Berau reportedly 

camee from forest products (PT Becosurveys 1981:31). 

However,, the rules governing the collection of timber-based taxes 

begann to change considerably. Although Berau was still allowed to 

collectt taxes within such vaguely defined budget categories as 

pendapatanpendapatan hasil hutan (income from forest products) or cukai 

hasilhasil daerah (tax from district products), these were increasingly 

limitedd to non-timber forest products. Exacting local charges from 

HPHH companies that, in most cases, obtained concessions through 

connectionss with the president's family was increasingly was not 

ann option . This was even more the case given the fact that 

Thee three largest HPH concessions in Berau operated with substantial 
participationn by Suharto's family members who held company shares in PT 
Rejosarii  Bumi/PT KalholdV. PT Alas Helau and PT Bina Segah Utama (Brown 
1999).. Suharto's confidant Mohammad "Bob" Hasan was responsible for 
managingg these companies. Two other HPH concessions. PT Ban to Pacific 
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districtt leadership in Berau, following the gradual easing of the 

militaryy out of top posts, was dominated in the late 1970s and 

throughoutt the 1980s by individuals who (despite bumiputra status) 

hadd identifiedbstrongly booth ideologically and politically with 

Golkarr (J.H. Masdar 1973-1980 and H.M. Armyns 1980-1990). 

Thiss has had important implications for district's budget and the 

district'ss economic life in general. In 1976, when cukai kayu was 

stilll  in effect and generated substantial (although largely informal) 

revenues,, Berau was not even able to pay for 50 percent of its 

routinee expenses, and its budget of 180 million Rupiah required a 

subsidyy from the pusat in the amount of 105 million (Tim 

Monografii  Daerah Berau 1976:23). By 1990, the mobilization of 

taxx revenues from non-timber forest products was vigorously 

stimulatedd again again, with bird's-nest license auctions alone 

generatingg 150 million Rupiah and turtle egg collection permits 

contributingg another 200 million (Pemkab Berau 1992:67). At the 

samee time, however, the requirements of the district budget grew to 

aboutt 35 billion Rupiah, largely negating these revenue gains. Even 

withh maximization of the income from natural resources other than 

timberr and with re-opening of coal mining in Berau by PT Berau 

Coall  in 1983, there were still gaping holes in the budget to be filled 

withh Jakarta's largesse {dropping dana dari pusat). This was 

becausee finances of new investment projects in Berau such as PT 

Berauu Coal and later on (since 1997) PT Kiani Kertas pulp and 

paperr mill were tightly controlled by central government in Jakarta, 

(Prajogoo Pangestu) and PT Hanurata Coy Ltd., were also were run with 
participationn of Suharto's entourage. 
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wheree tax payments were deposited directly by the companies 

concernedd . Only then would some of the revenues be channeled 

backk to Berau, but their amount and dispensation time frame were 

alwayss a guessing game. 

Evenn with such centralization and tightening of the political and 

economicc climate in Berau, there were still "gray areas" in the 

economyy that could be used as a reward for district officials' 

loyaltyy to the pusat, and as a means for them to make up for some 

off  the budgetary shortages. Since HPHs were difficult to tap 

financially,, the focus turned to the local timber processing industry, 

whichh that experienced dynamic growth in the late 1970s and early 

1980s. . 

Thee tauke and front pribumi timber establishments that in 1975 still 

functionedd in banjir fo/p-style as pengusaha-pengusaha kayu, 

begann finding a niche in the fledgling timber-processing sector. In 

thee late 1970s (1978/79), with the log exports from East 

Kalimantann and Berau reaching all time high, it was very difficult 

too get sawmill ventures off the ground because all logs, even those 

off  lower quality, fetched good prices on overseas markets (PT 

Becosurveyss 1981:33). In the early 1980s, however things began to 

change.. With a log export ban in sight (1984), and enormous 

pressuree by the central government to integrate HPHs with timber 

processingg complexes, the time was right to open sawmill 

businessess in Berau. In 1981, there were already 17 officially-

134 4 
Inn 1997, Jakarta also took control of issuing licenses for the harvesting of 

bird's-nests. . 
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registeredd mechanical sawmills operating in the district (Pemkab 

Berauu 1981). Two years later, in 1983, this total increased to 22 

sawmillss (BKPMD 1988:129). 

Thee emergent sawmill sector in Berau exhibited a number of 

interestingg features. First, sawmills were scattered in villages in the 

hinterland,, with the majority being concentrated along the coast in 

thee sub-district {kecamatan) Talisayan and downstream from 

Tanjungg Redeb. Second, none of these sawmills operated in 

conjunctionn with HPH concessions. Indeed, in the late 1980s and 

duringg the 1990s, the state forestry enterprise PT Inhutani I did 

attemptt several times to open sawmills in its Berau concession, but 

neverr with much success. Thus, it is clear that from the start 

sawmilll  enterprises in Berau were private ventures undertaken 

primarilyy by taukes 

Berauu taukes had long been established as traders and shopkeepers 

whoo occupied virtually the entire length of the waterfront in 

Tanjungg Redeb. In addition to retail, they had been involved in 

locall  (SMP) and export logging before and after the Second World 

War.. They were also important participants in the banjir kap boom 

andd played a major part as operators during the adjustment period 

off  the 1970s. In the 1980s, an important internal division of 

businesss turf occurred in Berau. While taukes concentrated on 

largerr scale enterprises such as sawmills, and activities such as the 

timberr trade, pribumi merchants (Orang Bemta) seemed to gain 

Interviewss with former timber businessmen in Berau, 2000 and 2001. 
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moree control over non-timber forest products. It is during this time 

thatt traders, who are still leaders of non-timber forest products in 

Berauu emerged: Haji Jupri (birdVnests, gold), Haji Idrus (birds 

nests),, Haji Botak (birds nests) and Haji Saga (turtle eggs). 

However,, independence of pribumi traders was often illusory. In 

additionn to big traders, there was a multitude of smaller operators 

whoo partly, if not entirely, depended on credit financing from 

taukes.taukes. And when it came to shipping forest products to overseas 

markets,, pribumi traders usually had to rely on tauke networks to 

completee transactions, as bird's-nests buyers from Samarinda, 

SurabayaSurabaya and even Malaysia would descend upon Tanjung Redeb 

duringg bird nest harvesting season. 

Itt is obvious, therefore, that in the early the 1980s taukes of Berau 

continuedd the tradition of being in control, either directly or 

indirectly,, of both timber processing and non-timber forest product 

trade.. With regard to sawmills, their particular concentration in 

Tanjungg Redeb and Talisayan is indicative of the orientation of 

theirr production. Sawmills in Tanjug Redeb were strategically 

locatedd (as they are today) in Gunung Tabur near the confluence of 

thee Kelai and Segah Rivers, just downstream from the district 

capitall  (see Chapter 5 for more details on sawmills and timber trade 

inn Berau today). This is where the largest sawmills were located. 

Onn the other hand, in the remote coastal region of Talisayan, there 

weree smaller sawmills to be found, and these were frequently 

operatedd by bumiputras who subleased from taukes. What both 

areass had in common was their extremely convenient positioning 
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forr transportby sea. And that was their primary objectives - export 

too Surabaya (Java) and Tawau (Malaysia). 

Thee support for downstream processing industries in the 1980s and 

thee resultant decline in the establishment of sawmills of any kind 

provedd to be the most important element in legitimizing otherwise 

illegall  logging and timber trading activities in Berau. The 1984 ban 

onn the export of logs was particularly useful in this regard as it put 

locall  sawmill enterprises in an exceptionally favorable light 

becausee they constituted the core of the district's downstream 

industry.. The HPH concessionaries were reluctant to open sawmills 

orr plywood mills in Berau, due to the relative isolation of the area, 

laborr shortages, and transport problems. Instead, they preferred to 

transportt logs to Samarinda, where most of the processing facilities 

weree already established. This provided a convenient justification 

forr sawmill enterprises in Berau not to be integrated into HPH 

operations.. In the face of the lack of HPH sawmills, independent 

millingg filled the void, being regarded positively as an important 

providerr of employment and cheap construction material. However, 

inn reality private sawmills did not obtain any timber from HPH 

concessionaries.. Instead, they continued to procure logs through 

banjirbanjir kap-Mke activities. They maintained seasonal logging teams, 

orr worked with independent groups of loggers, which cut trees near 

waterwayss and floated them downstream to sawmills. As the 

networkk of HPH logging roads in Berau expended, such logging 

teamss were no longer limited by water transport, but also employed 
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trucks.. Berau sawmills produced very little, if any, timber for local 

consumption,, as most of their timber was exported136. 

Illegall  logging allowed for the type of freelance lumberjack to 

persist.. This Lumberjack bears the same name today aas he did a 

centuryy ago: kuda-kuda. Kuda-kuda indicates a team of men 

pullingg logs over pre-arranged wooden rails from the felling site in 

thee forest to the "loading" point where timber is transported further 

awayy by river or overland. Operationally, kuda-kuda logging has 

changedd very littl e over time. Like in the past, such teams usually 

numberr between six and eight men, two of whom work as chainsaw 

operatorss (until the late 1960s axe men) and the rest is occupied 

withh extracting logs (Obidzinski and Suramenggala 2000a). Such 

loggingg teams consist mostly of local Malays and migrants (Bugis, 

Javanese).. Dayaks very rarely work in kuda-kuda teams. 

Theree are two ways in which freelance loggers can start working in 

thee forest: 1) if they have sufficient start-up capital, they can log on 

theirr own and sell what they harvest to whichever sawmill offers 

thee best price or 2) if there is no initial capital available, they have 

too arrange with sawmill taukes for a credit (pajar) which wil l later 

bee deducted from their log production. On average, a team of 

loggerss in Berau can produce about three cubic meters of logs 

(roundd or squared) per day (Obidzinski, Suramenggala and Levang 

2001).. Although in theory income from kuda-kuda logging should 

bee substantial, once spells of drought, equipments breakdowns, 

Interviewss with former sawmill operators in Berau, 2000 and 2001. 
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accidentss and other problems are factored in, monthly production is 

oftenn much less than expected. Furthermore, once pajar is 

subtracted,, loggers frequently find themselves in debt. It was 

preciselyy this kind of indentured labor relations that Dutch colonial 

officialss complained about in the 1920s and 1930s. Such relations 

continuedd in the 1980s and are still in effect today. Perhaps as a 

resultt of the uncertainty of the income from kuda-kuda logging, 

localss in Berau take up this work as a part-time occupation or in 

timess when other sources of income (e.g., rice fields, gardens) do 

nott suffice. 

Thee district police, army and forestry offices are usually well 

informedd about the presence of such teams and sometimes they 

encounterr them transporting logs from the forest. The officials are 

usuallyy given only small amount of money and are referred to tauke 

superiorss for negotiations, if these have not been conducted already 

(seee Chapter 5 for more details). 

Withinn such operational framework, the sawmill industry in Berau 

greww dynamically throughout the 1980s and much of the 1990s, 

despitee a central government regulation in 1994 restraining further 

expansionexpansion of the timber processing sector in Indonesia in an effort 

too counter the increasing disparity between supply of raw material 

andd demand. Allowing sawmills without official permits to operate 

forr the sake of the well-being of the lower social classes (rakyai) 
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hass been the favorite explanation cited by the forestry and security 

officialss in Berau up until now137. 

Inn 1995, the official total of sawmills operating in the district 

increasedd to 30 (Industry and Trade Office, Berau, personal 

communication,, 1999). By 1999, the sawmill sector already 

numberedd 40 facilities (Obidzinski, Suramenggala and Levang 

2001:88).. However, just how much timber was processed and 

exportedd by these sawmills and what was their financial 

contributionn to the district is not easy to estimate with precision, 

primarilyy because reliable data are not available- a continuation of 

thee same "plausible deniability factor" that had been shielding the 

illegall  timber sector in Berau in decades past. However, even 

limitedd official data offer interesting insights. 

Tablee 10. Sawn timber  production and export in Berau 1993-

1998 8 

Yearr  Sawn Timber  Produced (m3) Sawn Timber  Exported (m3) 
______ _____ _ _ 

19944 4,738 4,019 

19955 2,673 2,756 

19966 3,729 8,542 

19977 7,305 17,824 

19988 14,230 31,100 

Source::  BPS Berau (1998). 

Interviewss with officials at the District Forestry Office (CDK), Regent's 
Officee {Kantor Biipati) and Industry and Trade Office {Kantor Perindwtrian and 
Perdagangan)Perdagangan) in 1999 and 2000. 
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Beginningg in 1995, production and export records cease to match, 

ass increasingly more sawn timber is exported out of Berau than is 

actuallyy produced. The inter-agency lack of coordination in 

reportingg gives an indication of the practices and processes 

involved.. Since the political position of central government in 

Berauu during the 1990s continued to strengthen, and prestigious 
11 T O 

mega-projectss were underway , such discrepancies, which are 

indicativee of informalities benefiting district officials and perhaps 

districtt economy, were seen in as routine. Golkar and the military 

togetherr essentially held absolute power in the district during the 

1990s.. Between 1990 and 1995, under the leadership of bupati 

H.M.. Arifi n Saidi, Golkar and ABRI {Angkatan Bersenjata 

RepublikRepublik Indonesia, Indonesian Armed Forces) controlled 70 

percentt of DPRD II. After the 1997 election and with the new 

bupatibupati Masjuni, in office since 1995, their share of DPRDI II seats 

increasedd to 80% (BPS Berau 1998:11-12). 

Thee political domination of the district on behalf of pusat had 

tangiblee financial benefits. These, again, are closely related to 

officiall  (gross) under-reporting of the production in the local 

sawmilll  industry. Based on direct investigation of a sample of 

sawmillss in 1999 and 2000, my estimate of the actual annual 

productionn of sawn timber in Berau, is in the vicinity of 89,000 m3 

(Obidzinskii  and Suramenggala 2000a, b). Most of this production 

iss shipped out of Berau with local officialdom generating 

Att the time of its launching in 1997, the PT Kiani Kertas complex in Berau, 
withh the with a production capacity of over half a million ton of pulp annually 
wass the largest such mill in South-East Asia. 
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substantia]]  income in the process from SAKO/SKSHH transport 

permitss . 

4.99 Summary 

Thee recurring theme in this chapter is that a measure of control and 

discretionaryy power over natural resources wielded by clientelist 

coalitionss of important local power-holders in exchange for 

politicall  loyalty to the central government has been a historically 

enduringg force fueling illegal economic activities in Berau. The 

historicall  continuity of the framework within which economic 

benefitss have been traded for political alliances in the district has 

remainedd essentially intact until today. 

Inn the pre-colonial and early colonial periods, Berau sultans applied 

thee principle of pusaka which, by incorporating dominant Dayak 

chiefss into the realm of royalty and giving them control over select 

riverr systems, enabled Berau monarchs to exercise a degree of 

controll  over politics and resources in remote interior regions. 

Subsequently,, under the indirect rule of the Netherlands East 

Indies,, Berau sultans retained a degree of autonomy in regulating 

thee extraction and trade of natural, particularly forest, resources. 

CukaiCukai kayu, already being an important tax imposed under the 

pusakapusaka system, became a crucial part of the sultans' ability to 

SAKOO (Surat Angkutan Kayu Olahan, transport permit for processed timber) 
wass replaced by SKSHH (Surat Keterangan Sahnya Hasil Hutan, Validation 
Letterr of Forest Products)in 1999. Both were issued by District Forestry Service 
CDK. . 
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generatee income and sustain the appearance of continuing political 

legitimacy. . 

Thee system of indirect rule in Berau continued after 1949. Now, 

however,, it was the nationalist figures (particularly from PNÏ) that 

soughtt the influence and cooperation of Berau's ruling classes in 

buildingg a pro-PNI political base, particularly after the 1955 

nationall  elections. They secured such cooperation in exchange for 

Jakarta'ss support of Berau's faltering coalmines and minimal 

interferencee in extraction and trade of natural resources in the 

region.. In addition to political objectives, there was economic 

pragmatismm involved. Since the central government budget was 

plagnedd by deficits and rising inflation, there was littl e that could 

bee done but let the outer provinces and districts generate the 

necessaryy funds by whatever means available. 

Withh political and economic conditions worsening, in the late 

1950ss and early 1960s this arrangement continued, with an 

importantt modification that saw swapraja forces in Berau replaced 

byy the military associated with the left wing of the PNI. In the 1971 

nationall  elections, the leading party, Golkar, did not repeat PNI's 

19555 mistake of neglect in Berau, whih ensured an electoral 

successs that was paid for by the entrepreneurial freedom accorded 

too local military leadership in the midst of the banjïr kap boom. 

Thee military held sway over, and maintained its participation in, the 

illegall  timber sector in Berau well into the 1970s. 
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Thee stimulation of the HPH concession sector in Berau in the mid-

1970s,, aimed at strengthening the economic base of the pusat, 

resultedd in official elimination of banjir kap. However, the 

transitionn was not unilateral and there was ample room for banjir 

kapkap operators to adjust to new circumstances. They found a 

convenientt niche in the sawmill sector, the development of which 

(alongg with plywood manufacturing) was a national priority. 

However,, sawmill production and export activities in Berau were 

leftt out of the scope of official control. In addition, sawmills were 

tacitlyy allowed to continue to employ elements of banjir kap 

loggingg for raw material. Again, this was an economic trade-off for 

specificc political gains; with Golkar and ABRI (Indonesian Armed 

Forces)) being in full control of Berau politics on behalf of the pusat 

throughoutt the 1980s and 1990s, the sawmill sector served as a 

rewardd not only for the personal but also institutional use of their 

clients. . 

Thuss the illegal timber sector in Berau exists in a historically-

constitutedd process of give-and-take in which political influence is 

exercisedd in exchange for flexibilit y of economic maneuvering. 

Thee next chapter wil l discuss such interactions in greater detail, 

inparticularr at the level of interpersonal relationships. 
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CHAPTERR 5 

PATRONAGEE AND CLIENTELIS M IN TIMBE R TRADE IN 

BERAU U 

Inn the preceding chapters, I have discussed the developments of the 

economicc setting and government system that led to the 

establishmentt of illegal logging and timber trade as inseparable 

partss of the political and economic life in the region. The history of 

financialfinancial constraints and of governance based on cliënte list 

networkss emerge as important stimulating forces that have rendered 

illegall  timber sector expedient. 

Thiss chapter will focus upon the dynamics of clientelist coalitions 

withinn the district of Berau in the late 1990s. Its objective is to 

showw how exchanges characteristic of such coalitions are shaped at 

thee level of personal experiences. By doing so, the chapter seeks to 

conveyy a tangible sense of how the "doings" of the illegal timber 

sectorr actually take place. 

Too present a detaled desription of the processes driving the illegal 

timberr sector, I draw on an account that follows closely the career 

off  a Berau timber entrepreneur named Samson. I first describe the 

preliminariess of Samson's entrance into the informal timber sector, 

suchh his ensuring the backing of the district's security apparatus 

andd generating the start-up capital. Then, I discuss considerations 

andd strategies involved in the process of locating and constructing a 
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sawmill,, organizing log supplies and maintaining daily sawmill 

operations.. I then present the practices associated with dispensing 

financialfinancial contributions to security officials and other government 

institutionss in order to ensure stability and undisturbed continuation 

off  the enterprise. The chapter closes with the analysis of the 

organizationn of sales and export practices. 

5.11 Towards a sawmill enterprise - establishing a network 

off  strategic relationships 

Thee story of Samson offers insights into socio-political strategies 

employedd in organizing informal timber enterprises, such as 

sawmills,, in Berau. Samson is a man in his early thirties who has 

recentlyy migrated from the neighboring kabupaten, Bulungan. He 

movedd to Berau with his family in 1995 and settled in the town of 

Gunungg Tabur. Although at the time of arrival he did not have clear 

planss to become involved in the timber business, his new place of 

residencee was in many ways propitious to entering into the 

bussiness,, as Gunung Tabur is the area where most of Berau's 

sawmilll  industry is located. 

Despitee his reputation among family members and neighbors as a 

"hothead""  who talks and acts fast, within two years Samson 

managedd to establish and successfully run two small sawmills near 

thee river bank in Gunung Tabur. This success was due to many 

factors,, not the least of which was the participation of his father, 

whoo has extensive working experience in sawmills in Bulungan. 

However,, in addition to necessary managerial and technical skills, 
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theree were certain unconventional organizational abilities required, 

ass both sawmills were established and operated without any legal 

orr administrative procedures. In order to understand how Samson 

managedd to accomplish that, it is necessary to look into his life 

historyy and background before to his arrival in Berau. 

Samsonn grew up in Tanjung Selor, the administrative center of the 

districtt of Bulungan, as well as in the nearby trading center of 

Tarakan.. Until the early 1990s, some of his close relatives worked 

inn the district forestry office (CDK, Cabang Dinas Kehutanan) in 

Tanjungg Selor. It was they who introduced him to, and over the 

yearss made possible to establish closer relations with, other staff 

officers.. Among the primary venues for interacting with forestry 

officialss were related to diverse gambling activities, such as card 

gamess and cockfights. Since his late teens, Samson would regularly 

attendd gambling sessions in commonly-known (although officially 

non-existent)) locations where he would meet police officers, 

militaryy personnel and forestry staff. It so happens that officials 

fromm these branches of government administration, particularly of 

mediumm and lower ranks, undergo frequent post rotations {mutasi) 

thatt take them on alternating tours of duty to other parts of East 

Kalimantann and beyond. As a result, it is highly likely that a 

forestryy official or a police officer posted at one time in Tarakan 

wouldd be carrying out his tasks in other neighboring districts in two 

orr three years later. 

Thiss was exactly the case when Samson and his family moved to 

Berauu in 1995. Uncertain of what kind of business to engage to 
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earnn a living, he was helped in making this decision by friends 

fromm among local police officers known to him from Bulungan and 

Tarakan.. This decision was to try work at a local gambling den, 

whichh he viewed first as a means to generate income and also as a 

hobby.. His wife Ina would dispute such an assessment, insisting 

thatt the order of his priorities was most definitely the reverse. 

Aidedd by police acquaintances, Samson was able to secure a job in 

aa gambling place (tempat judi) run by Haji Cerana who formerly 

wass also a timber trader in Berau. Haji Cerana was a bumiputra in 

thee sense that he was born in Berau and was therefore considered 

"orangg Berau" {Orang Benua), although he also acknowledged 

Buginesee elements in his ancestry. A few years before he had fallen 

onn hard times as a result of a series of business misjudgments and 

onlyy gradually was he regaining his footing. In the early 1990s, he 

madee a name for himself as a major trader in squared logs 

{bantalan){bantalan) in the subdistrict of Talisayan. With the capital (modal) 

borrowedd from tauke (turned haji) Joni, Cerana (he was not haji at 

thatt time) hired teams of kuda-kuda loggers to produce stacks of 

bantalanbantalan logs, which he subsequently shipped to Tawau in 

Malaysia.. He was very successful in this enterprise, making 

substantiall  profits, repaying start-up debts and establishing a 

vigorouss business that was a rare example of independent 

bumiputrabumiputra entrepreneurship in the area. In 1993, he was even able 

too make a haji pilgrimage on his own. 

Twoo factors contributed to his downfall: 1) overextension of 

businesss activities beyond timber into the less familiar territory of 
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bird's-nestss and other non-timber forests products and 2) fraud by a 

numberr of his "subcontractors" in several crucial timber deals. The 

timberr business is nearly always based on unwritten agreements 

thatt require a trust that is gradually established. However, no matter 

howw long business partners interact with each other, surprises are 

boundd to occur. Having invested heavily in the expansion of 

bantalanbantalan business, one day that some of Haji Cerana's lieutenants, 

afterr having sold timber in Tawau, disappeared with cash and never 

reportedd to him again. Some contractors, having obtained 

substantiall  cash advances ostensibly in order to establish their own 

loggingg operations, but in reality to deliver all production to him, 

vanishedd immediately after the desired advances had been secured. 

BeingBeing essentially bankrupt, Haji Cerana temporarily withdrew from 

timberr business and, with finances obtained again from Haji Joni, 

startedd a gambling business in Tanjung Redeb. 

Itt was at the time of the severe downswing in Haji Cerana's 

fortuness and at the relatively early stage of his gambling business 

thatt Samson sought to become one of his "staff'. He began by 

sellingg tickets for a tri-weekly lottery from which he was allowed 

too keep 20 percent of generated revenue. In order to maximize his 

sales,, he hired "runners" for a small portion of his share. Samson 

didd well in his new job, and he gradually made a name for himself 

ass a heady operator. 

HajiHaji  Cerana's house served as the base for games (cards, chess, 

etc.)) that operated 24 hours a day. Every now and then, the players 

wouldd take time off in order to seek a change in the setting and 
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seekk new excitement. Most often this meant a trip to the nearby 

cockfightt arena. The arena was run by the police officers and it was 

locatedd outside of town (about 20 minutes by a small motorized 

canoee or ketinting) near a defunct HTI plantation in order to keep 

itss profile low. Many people in Tanjung Redeb are avid fans of 

cockfights.. Raising and selling roosters for such fights is also an 

importantt occupational activity. It was therefore not long before 

Samsonn was involved in cockfighting, buying roosters and waging 

onn them the money earned with lottery sales. 

Monthss passed and it became increasingly clear that, financially, 

thee gambling business would lead Samson and his family to 

nowhere.. As a result, his wife in particular began pressuring 

Samsonn to think of something else. His father suggested that they 

startt a small sawmill business together. This, he said, could have 

goodd prospects as Samson had already established the necessary 

relationshipss with local Police officers and forestry officials, 

whereass his father had the necessary experience and knowlegde. 

Samsonn brought up the sawmill idea at Haji Cerana's house and 

receivedd an encouraging response from his police acquaintances 

whoo indicated that they would "back him up" in exchange for 

regular,, although unspecified, financial consideration. Their 

backingg essentially constituted a "green light" for Samson to 

proceedd with his plan. The specifics of compensation for legal 

protectionn would be worked out later as the sawmill business 

becamee established and developed operations. 
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Equippedd with a loan of Rp 40 million from Haji Joni (the 

dispensationdispensation of which was mediated by Haji Cerana) Samson and 

hiss farther began processing their first timber within a month. 

5.22 Locating and constructing a sawmill business 

Thee prime factor rendering Gunung Tabur a strategic location for 

sawmilll  operations is its location near the juncture of the Segah and 

Kelayy rivers, main communication arteries in the district of Berau. 

Inn addition to securing easy transportation access for raw material 

andd product shipments, one of other key concerns for sawmill 

operatorss is ensuring, inasmuch as possible, the confidentiality of 

compoundd activities. 

Thiss is accomplished by placing sawmills either upstream from 

Tanjungg Redeb or just downstream from it. Thus, when standing at 

thee waterfront (pelabuhari) in Tanjung Redeb, one does not see any 

sawmills,, although there are nearly 30 operating in the immediate 

vicinity.. Keeping sawmill grounds out of sight is also accomplished 

byy boarding them off with high wooden fences, corrugated iron and 

barbedd wire, particularly if they are located near roads. The official 

justificationn for such measures is the necessity to secure the 

premisess from theft. However, in the majority of cases, the 

perimeterr fences of sawmills in Berau are clumsy structures that 

couldd be penetrated easily by a potential intruder. They are clearly 

uselesss as physical defenses, but play an effective role in guarding 

againstt visual penetration of the compounds. 
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However,, Samson did not consider hiding his sawmill from the 

publicc an important issue. He thought there was no need to hide 

becausee his sawmill was small and the production, being low, was 

likelyy to attract relatively littl e attention from local government 

officials.. In any case, he openly announced his sawmill plans, and 

hee could not simply try to hide them. Government officials were 

suree to frequent his sawmills sooner or later. 

Logg pond at a large sawmill 
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5.33 Operating sawmills and securing log supplies 

Puttingg together a working team for a sawmill requires decisions, 

particularlyy as far as the selection of the foreman {kepala meja) is 

concerned.. The skills of kepala meja are decisive in the quantity 

andd quality of production. For that position, Samson's father hired 

aa Banjarese handsaw operator from Samarinda, who had arrived in 

Berauu a few months earlier and was looking for work. As his 

subordinates,, he selected five men from the neighborhood who had 

learnedd about the planned sawmills, were eager to try and each had 

somee appropriate work experience. 

Withh such basic preparations complete, the team set to work 

constructingg the mill . Within a week the sheds, working areas and 

thee manual winch for hauling logs from the river onto the sawing 

tablee were in place. The purchase of a diesel engine to power the 

saww blade and the installation of the engine took another week to 

accomplish.. The remaining equipment, such as chainsaws and a 

smalll  electric generator, were bought second-hand. 
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Workk at a sawmill 

Ass the sawmill team was being recruited, Samson went about 

exploringg venues for supplying the enterprise with logs. Many 

peoplee in Gunung Tabur work as loggers for sawmills in Berau. 

Normally,, they form logging groups that are contracted by 

sawmillss and, in theory, they deliver logs only to their sponsors. 

Becausee the contracting parties provide cash advances to logging 

crews,, they claim exclusive rights to timber that the latter produce. 

Inn practice, however, buying timber from someone else's logging 

crewss by offering slightly higher prices is common in Berau. This 

iss one of many risks involved and the only way to minimize it is to 

seekk persons that one knows best and to offer competitive prices 

forr timber from the outset. There are few, if any, sanctions that can 

bee imposed on those breach contracts by selling timber to other 

buyers.. Loggers routinely offer explanations such as floods, 

accidents,, slow work progress, etc. (which may be partially true) in 
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orderr to deflect suspicions about and criticisms of sawmill 

"bosses".. The latter are not in position to do much except to be 

patientt and provide financial incentive for loggers to "do better" 

nextt time. 

Somee sawmills try to reduce the risk of losing the contracted timber 

byy setting up operations in the proximity of logging activities. By 

positioningg sawmills relatively far upstream, the operators aim to 

ensuree that the competition does not capture "their" logs while they 

aree transported on the river. This makes some sense indeed, but 

theree are other important considerations against it. While the risk of 

losingg contracted timber may be minimized, and opportunities to 

buyy logs belonging to other operators may increase, the main 

problemm associated with the upstream location of sawmills is 

transportt difficulties for export. This is particularly true if buyers of 

sawnn timber arrive in Berau and anchor their ships relatively far 

downstream,, which usually happens. 

Duringg the beginning period, Samson and his father had to rely 

entirelyy on buying timber contracted by others because they could 

nott yet afford to sponsor logging groups of their own. Samson also 

triedd other options, such as scouring the log ponds of local HPH 

concessionariess in search of either substandard timber, and 

unofficiall  (and therefore affordable) purchase arrangements. 

Buyingg standard HPH timber for local sawmill processing is cannot 

bee considered because it is too expensive. Samson obtained HPH 

logss several times, but it was a very short-term option only. Even 

thoughh the quality of the timber he obtained was high, it did not 
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translatee into higher profits from the sales of sawn timber, because 

thee buyers from Surabaya and Tawau were after a certain standard 

inn product quality, no less and no more. They wanted medium-

qualityy roughly-sawn timber without knots {mata buayd) or cracks 

thatt they could subsequently re-process into value-added products. 

Therefore,, cheap logs were an absolute must for Samson. 

Thee best way to buy logs is to select a mixture composed of items 

off  higher and lower quality at the ratio of 60 percent and 40 

percent,, respectively, and to bargain a uniform price for the whole 

unitt {pukul rata). The to such a strategy is that one ends up paying 

moderatee to low prices for logs that are general of high quality. 

However,, such arrangements are not possible if one buys timber 

furtivelyy from HPH log ponds. Samson was well aware of this, and 

ass soon as his funds were more liquid, he contracted two logging 

teamss for exclusive log supplies. 

218 8 



Loggerss hauling timber kuda-kuda style 
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Floatingg the logs downstream 

Ass steady supply of logs is crucial to developing and sustaining a 

sawmilll  business. Sawmills dotting the riverbank in Gunung Tabur 

bothh downstream and upstream from Samson's location often stood 

idlee for weeks or even months due to the lack of logs. The 

unpredictabilityy of log supplies was particularly acute during the 

dryy season, from June until October because dropping water levels 

madee it impossible to float logs out of the forest. During such 

difficul tt times, many sawmills would turn to land transport, 

particularlyy if their logging teams were located in the proximity of 

HPHH roads. Samson was in a fortunate position because his logging 

groupss operated in the Birang River area that is dissected by HPH 

roadss as well as by a provincial road connecting Berau with 

Bulungan.. During the dry months, he obtained most his raw timber 

byy trucks. Other sawmills, particularly large ones, experienced 

seriouss supply difficulties despite ferrying bantalan logs by boats 

fromm the coastal forests of the Talisayan subdistrict. 
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Transportt  of logs to the sawmill with a truck 

Four-wheel-driveFour-wheel-drive vehicles can also be fitted to transport timber 

Theree was still one other important issue to be sorted out before 

Samsonn could commence milling in the earnest securing buyers for 

thee product. Timber exporting firms and individual buyers from 

Surabayaa (Java) and Tawau (Malaysia) have representatives posted 
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inn Berau whose task it is to scout out product availability, conduct 

qualityy assessment and place and deliver orders. They are in daily 

contactt with headquarters, receiving instructions and specifications 

forr orders and reporting on shipments in preparation and those 

alreadyy in progress. They are also responsible for working out 

"compensationn agreements" with local security, forestry and 

industryy officials. Sawmill operators prefer to keep complications 

too minimum, limiting themselves to loading timber on vessels 

dockedd in their log ponds. Subsequent to this their responsibility 

ends.. It is true that the prices paid for timber at sawmill docks are 

considerablyy lower than what they are if the timber is delivered 

directlyy to the ports of destination. However, coordinating logging 

operationss in the forest, processing it and then delivering it over 

longg distances - all as one routine operation - would be an 

excessivelyy complicated undertaking. 

Samsonn did not have much choice in selecting his own buyers. 

Sincee his sawmill was financed with a loan from Haji Joni, Samson 

wass obliged to coordinate sales with him, at least for some time 

afterstarting.. Accordingly, he was asked to consult with a timber 

buyerr by the name of Jon who could be contacted through Aseng a 

locall  shopkeeper who often acted as a contact facilitator between 

sawmilll  operators and timber agents. Jon was a Buginese in his late 

thirtiess who, in his teens, began as a sawmill worker in Sabah, 

Malaysia,, where he and his parents resided permanently. After 

yearss of hands-on experience, he became a scaler (or timber quality 

specialist)) and was frequently posted on the Indonesian side of the 

border.. In recent years, he had become an agent for a timber-

222 2 



exportingg firm by the name PT Emporium Indah in Surabaya. He 

noww had five scalers under his supervision. Whenever timber 

processingg picks up, they would rush to buy as much as possible 

beforee the flow ebbs due to drought or other impediments. They 

wouldd buy timber and send it to Surabaya where it is stocked for 

year-roundd shipments to Europe in containers of various special 

sizes.. Jon was lured away from Sabah to Surabaya an attractive 

remunerationn package, consisting of a base salary and monthly 

bonus,, both payable in Singapore dollars, offered by PT emporium 

Indah... He also had an Indonesian wife whose family lives in 

Surabaya. . 

Jonn was a major client of Haji Joni's sawmills in Berau and 

Samson,, operating on Haji Joni's capital, quickly came to an 

understandingg with Jon regarding product specifications, prices and 

transportt arrangements. 

5.44 Ensuring business security by dispensing financial 

contribution s s 

Oncee the sawmill business began to operate and the first shipments 

weree in sight, functionaries from various local government 

institutionss began to appear at the gates of Samson's sawmill. 

Alternatingg visits by police and military personnel took place two 

too three times a week. CDK staff would make a call approximately 

twicee a month (see Obidzinski and Suramenggala 2000a, b; Kaltim 

PostPost 200Id). Most of the time, the police and the military would 

askk for small monetary contributions (uang rokok), or for donations 
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inn kind (i.e. timber), which they could liquidate elsewhere (see 

KompasKompas 2002a). Samson's strategy was to always have envelopes 

withh Rp. 20,000 bills (US $ 2) ready at hand to finalize such visits 

ass quickly as possible. 

Such,, whether military or civilian, usually headed straight for 

"officee headquarters" where they are invited to coffee or tea and 

spendd time conversing casually. As the conversation draws to an 

endd and guests are walked out towards the gates, envelopes are 

handedd over. During the whole process, the subject of money is 

scarcelyscarcely mentioned. However, when money is in short supply and 

timberr is offered instead, more direct negotiations are sometimes 

neededneeded in order to come to a mutually acceptable agreement. 

Thiss also happens when individuals collecting (or claiming to 

collect)) donations for various military or police organizations 

(yayasans)(yayasans) knock on the sawmill's doors. They arrive carrying 

letterss from the command (atasan) that not only request financial 

contributions,, but also specify the minimal amount acceptable. 

Samsonn became very adept at recognizing such missions and often 

wouldd simply pretend to be unavailable. He would send his 

assistantss to inform the visitors that the "boss" had to attend 

businesss elsewhere urgently and hand over an envelope with the 

amountt agreeable to Samson. There were times, however, when it 

wass too late to employ deceptive tactics of this kind, and when 

directt encounters were unavoidable. In such cases, yayasan visitors 

wouldd often protest the at relatively small contributions offered and 

wouldd insist that they be given more. Confronted with such 
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demands,, Samson's last line of defense was to exclaim that 

everyonee wanted to ruin his still fledgling business with merciless 

scalping.. He would then refer them to his patron Haji Joni for 

furtherr discussions. As the leading logging and sawmill operator in 

Berau,, Haji Joni is known to have special arrangements with 

commandingg police and military officers whereby, in exchange for 

generouss regular monthly payments, he is given a free hand to 

pursuee logging and timber trade activities. In addition to paying 

policee and army officers what are essentially private monthly 

salaries,, he also provides finances for their work, business and 

leisuree travel. 

Sawmilll  operators such as Samson are not the only sources of such 

informall  income. Loggers are also frequent targets, despite their 

workingg in remote forest locations. They are most vulnerable to 

pressuree from security and forestry officers when they are 

transportingg timber to sawmills by rivers or roads. Whenever 

encounterss occur, the loggers are asked to pay uang kaget, or 

surprisee money140. However, the amounts involved are 

comparativelyy small, as they normally do not exceed Rp. 10,000 

(USS $ 1) per encounter. They could become a problem if a 

shipmentt of timber stumbles upon local government officials 

severall  times during the same trip. In such situations, loggers try to 

trickk their way out, in a manner similar to Samson's by calling 

Inn Berau uang kaget is used to depict situations in which police 

orr forestry officials "surprise" the loggers while the last are 

transportingg timber without documents. 
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uponn the name of Haji Joni' - regardless ofwhether he actually 

sponsorss them or not. 

5.55 Smuggling timber  to Sabah, Malaysia 

Afterr the first deliveries in mid-1997, Jon was not the only 

customerr frequenting Samson's sawmill in Gunung Tabur. 

Prospectivee buyers from other parts of Kalimantan (Samarinda, 

Banjarmasin),, Java (Tegal, Gresik), Sumatra (Palembang) and from 

Malaysiaa (Tawau) also began to appear. Timber agents are 

particularlyy interested in small and medium size sawmills, because 

theyy are always on lookout for purchase bonuses, i.e. the difference 

betweenn target prices set by the headquarters and actual prices 

paid,, which they are often able to bargain down. As smaller 

sawmillss are generally more easily pressured on the subject of 

prices,, many buyers select them on purpose. The perceived 

drawbackss and limitations of small sawmills, such as their low 

productionn capacity, difficulties making timely deliveries and 

problemss standardizing their product, are usually offered as a 

justificationn for lower prices. 

However,, these and other shortcomings of small sawmills can be 

compensatedd for with skilled manpower and a degree of 

improvisation.. It is often said in Berau that small sawmills are not 

ablee to produce moulding timber for export either to Java or 
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abroad141.. However, Samson's production consisted almost entirely 

off  molding, with very few local sales. He was able to achieve this 

ass a result of modifications to the sawtable, because he use precise 

measuringg instruments and simply by working carefully. 

Samsonn and other small sawmill operators are of the opinion that 

theirr products are as good as those of larger sawmills. Yet, they 

fetchh lower prices because of the aforementioned perception of 

operationall  limitations. There is littl e that they can do to overcome 

thesee obstacles. Establishing direct contacts with buyers in 

SurabayaSurabaya are difficult because of distance, logistical difficulties and 

thee fact that the latter operate through a network of agents posted in 

Berauu and other places. In such circumstances, if one wants to sell 

timberr at the "real market price" the only alternative is to sell it 

acrosss the border at the barter trade center in the port of Tawau in 

Sabah,, Malaysia. 

Theree are several advantages that Tawau offers to sawmill 

operatorss from Berau and from other parts of East Kalimantan. 

First,, it is much closer than Java. Second, there are no unofficial 

feess to be paid on the Malaysian side. Finally, and perhaps most 

importantly,, prices for squared logs and roughly sawn timber in 

Tawauu continued to be considerably higher than in Indonesia, 

Mouldingg is a finely sawn timber used to make "moulds" for pouring 
concretee in the construction industry. 
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despitee a downward trend in prices that has taken hold since the 

onsett of economic crisis in Asia in 1997142. 

Thiss considerable price advantage is to a large extent caused by 

devaluationn of the Indonesian Rupiah. But it is also made possible 

byy better organization and efficient coordination of barter trade 

activitiess by the leaders of timber industry in Tawau, Sabah. Barter 

tradee between the Malaysian state of Sabah, Indonesia and the 

Philippiness has a long history, being in effect essentially since the 

coloniall  period. However, in order to create a framework for barter 

tradee activities, the Tawau Barter Trade Association (BATS) was 

formed.. In 1993, the association began lobbying the state 

governmentt to reduce import duties on timber entering from 

Indonesiaa through barter channels (Daily Express 2001a; Daily 

ExpressExpress 2001c). In this, they found strong support from one of the 

largestt timber industry organizations in the region - Sabah Timber 

Industriess Association (STIA) (for more on the relationship 

betweenn BATS and STIA, see Chapter 5). In July 2001, under the 

leadershipp of the newly elected president and a leading timber 

traderr in Tawau, Mr. Frankie Seng, BATS successfully had timber 

importationn duties reduced from 40 to 10 Malaysian Ringgit (MR) 

perr cubic meter. 

Betweenn 2000 and 2001 alone, prices for plywood produced in Tawau 
declinedd by about 35 percent (MTIB, Tawau Branch Office, personal 
communication,, October 2001). During the same period, stagnation in the 
Japanesee economy and increased competition among plywood producers caused 
Indonesiann plywood to loose nearly 50 percent of its export value. 
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Byy reducing the administrative costs of obtaining Indonesian 

timberr through barter, Tawau has remained a very competitive and 

attractivee market. Recently, this prospect has received a further 

boostt by plans to improve and expand barter trade facilities in 

Tawauu substantially (Daily Express 200Id). 

Givenn such promising remuneration prospects, Samson decided to 

testt Tawau markets in May 1999 get first to hand experience in 

conductingg timber trade across the border. He had already been to 

Tawauu a few times while still in Bulungan, but it was to be the first 

timee that he would invest his own money on such a trip. 

Theree are two main ways of smuggling timber from Berau to 

Tawau.. Samson described them as "wil d runs" (somewhat jokingly, 

hehe also calls this sistim koxvboi, or cowboy system) and 

"coordinatedd runs". The common feature for both is that transport 

off  timber is never undertaken with a single boat. Rather, the run is 

alwayss made by a number of vessels, preferably three or four143. 

Thee boats travel at intervals to minimize the risk of being caught. 

Thee underlying calculation is that if a portion of the shipments is 

seizedd and does not make it or incurs heavy bail-out costs, the rest 

stilll  produces a good profit. Even if only one out of four boats 

makesmakes it to Tawau unhindered, the losses are covered. 

Thee choice between "wild" and "coordinated" runs depends on 

availablee connections with security and forestry officials. "Wild" 

runss are undertaken when one does not know (or cannot afford the 

Thee boats usually have a capacity of 50-60 tons. 
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servicess of) persons in position of power whose patronage could be 

usefullyy employed for protection. Wild runs are rare. Rather, 

coordinatedd shipping is the preferred means of conducting timber 

trade,, because it carries fewer risks and complications are 

minimized. . 

Thee arrangements for coordinated shipping can be made before to 

departure.. If big traders and large shipments are involved, local 

policee and military commands in Berau (Polres and Kodim) are 

consultedd beforehand and appropriate payments are made. 

Subsequently,, these institutions inform subordinate posts along the 

Berauu River and on the coast that it is "OKM to let a specified 

shipmentt pass through unhindered. These posts wil l almost 

certainlyy stop the boats anyway, seeking additional fees, but 

withoutt causing great complications. The unofficial fees paid in 

Tanjungg Redeb may be higher if the police and/or military contacts 

cann arrange with their counterparts in Tarakan and Nunukan for a 

safee passage all the way to Malaysia. This requires for further 

dispensationn of financial benefits to the units from Tarakan and 

Nunukann when the latter meet up with the shipment at sea. In total, 

unofficiall  expenditures of this kind are estimated at about 10 

percentt of the cargo's value in Tawau144. 

Iff  contacts with police or the military are limited, BATS is in 

apositionn to provide some assistance. Help is available through 

BATSS staff members, like Mr. Bata who, due to extensive 

Interviewss with Haji Joni, April-May 2002. 
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connectionss with border patrol staff and custom authorities on the 

Indonesiann side of the border, functions as the association's 

troubleshooter. . 

Mr.. Bata is a Bugis originating from Makassar in South Sulawesi. 

Whenn he was a child, his parents settled in Tawau where he has 

livedd ever since. He began trade activities as a small time 

smuggler.. Before he became involved in timber, he trafficked such 

goodss as electronics, cigarettes and cosmetics between Indonesia 

andd Malaysia. He had quickly built a reputation as a deal fixer and 

aa violent "debt collector". He proudly admits to spending time in 

jaill  in Indonesia for punishing renegade business partners in a way 

causedd them serious physical harm. This fearsome reputation 

enabledd him to find a job as a "contract enforcer" with several 

tauketauke timber enterprises in Tawau. Having provided cash advances 

forr logging in Indonesian territory, taukes regularly faced 

numerouss follow-up and delivery problems resulting from defaults, 

fraudd and non-compliance. Therefore, for the taukes it was very 

importantt to have someone capable of making sure that agreements 

weree followeded up on. 

Relyingg on networks and connections from his early days and 

developingg them further, Mr. Bata became very efficient in making 

errantt contractors in Indonesia face up to their commitments. 

Havingg buil up trust among Tawau taukes ̂he in turn secured from 

themm capital which he used to start logging activities of his own in 

Eastt Kalimantan. In time, he had kuda-kuda logging teams working 

throughoutt the northeastern part of the province (Nunukan, 
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Bulungan,, Berau) and even delivering timber from as far as Central 

Sulawesi.. Thus, his connections were extensive and his reach far-

ranging. . 

Smalll  timber operators and traders usually travel only at night with 

theirlightss out to avoid detection. Before daylight breaks, they 

anchorr in the estuaries of small rivers and wait for the cover of 

darknesss to continue their journey. Alternately, they go far out to 

sea,, circumvent Tarakan and reach Sabah through international 

waters. . 

Timberr  shipment out of the area by boat 

Thee last stop before crossing the border into Malaysia is just south 

off  Nunukan. As night comes, boats make a dash either across 

Sungaii  Nyamuk or around Sebatik Island and on to Tawau. Almost 

withoutt exception they are stopped at Indonesian checkpoints 

wheree negotiations ensue and payments must be made. If for some 

reasonn arrangements turn out to be more difficult than expected and 
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thee timber cargo is temporarily seized, Bata's services are 

requested.. He is the one who arrives on the scene, negotiates and 

ensuress that shipments are released. 

Samsonn decided to embark on a joint timber trade trip to Tawau 

withh one other Berau sawmill manager, aiming to employ Bata's 

servicess in case of trouble. It turned out that his former employer at 

tempattempat judi, Haji Cerana, did business with Hata while still 

workingg his logging crews in Talisayan. As a result, Haji Cerana 

wass in position to facilitate contact between Samson and Bata and 

too inform the latter about the planned delivery. 

Thee shipment consisted of three boats with a capacity 45-50 m3 

each.. The boats left Berau uneventfully one day apart. All were 

brieflyy stopped near the estuary of the Berau River by a patrol from 

thee village of Mangkajang, close to the PT Kiani Kertas pulp and 

paperr plant. After each boat made a payment of Rp. 250,000, it was 

freee to go. The boats passed Tanjung Batu at night without 

problemss and stayed for the day near the estuary of the Binai River, 

southeastt of Tanjung Selor. At dusk, they continued the journey 

makingg a wide detour into the open sea to go past Tarakan, and at 

dawnn they anchored again in the delta of the Sembakung River. 

Thee following night, the boats began the final stretch of the trip to 

Tawau.. Two went through Sungai Nyamuk and one around Sebatik 

Island.. All were stopped, and after making payments ranging 

betweenn Rp. 1.5 and 2 million, they crossed to the Malaysian side. 

There,, having their shipment registered by customs and having 

importationn fee of 10 Malaysian Ringgit per cubic meter paid by a 
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BATSS representative, they entered Tanjung Batu port area in 

Tawau. . 

Likee many other timber traders calling on Tawau, Samson's group 

wass eager to dispose of their cargo as soon as possible to complete 

theirr mission and reap their rewards. However, they had to queue in 

aa long line of Indonesian timber boats waiting to have their cargo 

unloadedd at the docks. Large-wheeled forklift s picked up squared 

logss and roughly sawn timber from the boats and deposited them in 

designatedd areas. Consignments destined for particular sawmills in 

Tawauu were labeled. The rest was arranged into huge piles of 

timberr that was subsequently sold and delivered to timber 

processingg complexes in the Tawau area. Official Sabah trade 

statisticss indicate that in 2000 and 2001 log imports from East 

Kalimantann were in the order of 150-200,000 cubic meters145 

(Smithh et al. 2002). 

145 5 
Cruciall  interviews with BATS and Sabah Forestry Department officers 

stationedd at the border entry checkpoints on Sebatik Island in October 2001 were 
facilitatedd by a trusted informant at the BATS office in Tawau. 
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Timberr  docks in the port of Tawau, Malaysia 

Bata'ss people came aboard and offered to buy Samson's group's 

shipment.. They pointed out that Bata could always be counted on 

forr future assistance and protection. There was also a possibility of 

obtainingg loans for working capital, if Samson and his friends were 

interested.. For the timber cargo, they were offered 550 Malaysian 

Ringgitt (approximately Rp. 1.1 million, or US $ 110) per cubic 

meterr of red Meranti, about 500 M.R. for Kerning and 450 for 

otherr Meranti species. The prices seemed reasonably good, nearly 

twoo times higher than in Berau. Without much deliberation, they 

accepted. . 

Thee group received about 45,500 Malaysian Ringgit for the entire 

timberr load. Once the relevant shares were calculated, the average 

earningss amounted to approximately 15,000 Malaysian Ringgit, or 

Rp.. 33 million, per stakeholder. They were relatively satisfied and 
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plannedd to make another trip as soon as there was a sufficient stock 

off  quality sawn timber for export. As they made plans for the 

future,, they jokingly fancied being able one day to by-pass BATS 

andd sell timber directly to sawmills and plywood mills in Tawau. It 

iss common knowledge that BATS makes a profit of 30 to 40 

percentt on the raw timber it buys from Indonesian traders and 

subsequentlyy sells to Sabah wood industries. However, knowing 

thatt the more sophisticated world of the timber business is beyond 

thee reach and capacity of small-scale traders, Samson's party felt 

goodd about what they had already accomplished and embarked on 

thee way back to Berau. 

5.66 The case of NV Star  Orient ship 

AA few months after the trip to Tawau, a new and different 

opportunityy for timber business presented itself to Samson. In July 

1999,, while stopping by the gambling parlor of Haji Cerana, he 

heardd that a big timber deal was in the making in Tarakan and it 

wass likely that subcontracting would be available soon. 

Twoo weeks later, a locally prominent timber "fixer" by the name of 

Edyy began contacting selected sawmill operators in Berau with 

moree information, in particular on the work terms offered. Edy 

wouldd become a household name in official and business circles in 

thee district (and East Kalimantan as a whole) as a result of a timber 

smugglingg case involving a ship called NV Star Orient. However, 

evenn before that, he was one of key figures the local timber sector, 
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aa position that he owed, in no small degree, to his association with 

onee of three timber kings in Tarakan, Tomi. 

Tomii  along with Dedy and Jerry (all ethnic Chinese) are important 

individualss in Tarakan, because they control informal the timber 

businesss in the northern part of East Kalimantan. As indicated in 

Chapterr 2, these men are descendants of taukes from Tarakan who 

inn decades past were successful in shopkeeping and the trade of 

non-timberr forest products. Only Tomi, being the oldest among the 

threee (mid-fifties), took an active role in banjir kap logging by 

helpingg in his father's enterprise in Bulungan. The other two, being 

inn early and mid-3Os, were too young even to remember that 

period.. However, their fathers did put some capital into banjir hap, 

ass was the case with nearly every trader in Tarakan at that time146. 

Inn the 1980s, connections with local government and military 

officialss dating back to the banjir kap period and high value non-

timberr forest products produced an important opportunity to work 

withh HPHs. It entailed carrying out construction work and 

supplyingg heavy machinery for HPH concessionaries in the area. 

Thesee turned out to be very lucrative assignments that allowed 

Tomi,, Dedy and Jerry to build their own small businesses empires 

andd expand the associated networks of protection relationships far 

beyondd those that what their predecessors had established. 

Therefore,, it was a relatively small step for them to move from the 

HPHH supply business to independent timber trade. Hundreds of 

Interviewss with members of taake communities in Tarakan, Tanjung Selor 
andd Berau, 2000 and 2001. 
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kuda-kudakuda-kuda logging teams worked for them throughout the area. In 

thee late 1990s, as these teams were becoming increasingly 

mechanizedd and the need for diversification businesses more 

urgent,, Tomi, Dedy and Jerry moved to clear thousands of hectares 

off  mangrove forest (bakau) to establish shrimp farms. 

Tomi'ss involvement in the NV Star Orient operation and his 

recruitmentt of Edy in Berau was the result of the clout that Tarakan 

timberr kings possess in Sabah which is absolutely essential for any 

kindd of cross-border deliveries147. The timber kings assistance was 

preciselyy what was needed when the manager of the Sumber Kaya 

Sdnn Bhd Company in Tawau was approached by a group of South 

Koreann businessmen about a possibility of procuring 5,000 m3 of 

logss illicit y from East Kalimantan. With such a substantial order at 

hand,, Sugi Kaya manager contacted his associate in Tarakan, Tomi, 

too explore the feasibility and logistics of delivery. 

Thee latter thought a shipment of this kind entailed some risk but 

thatt it could be organized. Tomi was confident that through a 

networkk of his operators, it would be possible to generate the 

volumee required. However, an up-front payment of 50 percent 

wouldd be necessary because the operational networks below him 

requiredd down payments to carry out the work. The remaining 50 

percentt would be paid when the shipment departed form the 

procurementt area. Moreover, the Koreans were to provide 

additionall  money for arrangements with forestry and security 

Interviewss with two timber brokers in Sandakan. Malaysia October 2001. 
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officialss in Berau and Tarakan {dana operasional). Should 

anythingg go wrong, Tomi as well as all his subordinates would 

disavoww any involvement and no reimbursement would be 

forthcoming.. However, if the shipment became impounded, he 

wouldd continue working through contingency plans, for which the 

Koreanss would have to provide additional funds. 

Theyy accepted these terms without much deliberation. The only 

conditionn they put forth was a field visit to the area chosen as "the 

source""  once Tomi's men prepared the plan. They had done this 

beforee and they knew from other timber firms in Tawau that these 

weree the commonly accepted terms of work across the border. The 

risksrisks were high indeed, but they could be managed if one worked 

throughh appropriate people. If successful, the operation promised a 

windfalll  or high profits back in South Korea. Therefore, the 

financierss made Tawau their home for the next several months so 

thatt they might follow developments. 

Meanwhile,, Edy began mobilizing the local logging network in 

Berauu to organize the operation. He decided to focus on small and 

medium-sizee sawmills as suppliers and he invited their managers to 

eveningg meetings. Edy is not considered a typical timber business 

figuree in Berau. This is because he is young and successful in an 

environmentt dominated by older men who only gradually attained 

positionss of relative social and economic importance. In contrast to 

them,, Edy is a Banjar who, after working for Tomi in Tarakan, 

movedd to Berau only in 1996. Another that distinguishes him and 

enhancess his standing further is that his wife is of mixed {Indo) 

descent.descent. Thus, associates from the industry and the local 
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governmentt frequented Edy's house on various pretexts in order to 

seee his very European-looking wife and child. 

Edyy had several logging groups working in Berau at that time, with 

alll  production exported via Tarakan. Politically and economically, 

hee was a very astute observer who learned quickly how to operate 

inn the changing environment that resulted from post-1998 

decentralization.. He was one of the first logging operators in Berau 

too apply through village communities for small scale logging 

concessionss that became legally available at that time (see Chapter 

55 for more details about these developments). However, the NV 

StarStar Orient operation required a volume of timber that he would 

nott be able to deliver alone148. Therefore, it was necessary to 

mobilizee a larger force. He made phone calls and went around on a 

motorcyclee to meet and talk with sawmill operators. Samson was 

amongg those visited and invited to join the meetings. 

Edy'ss decision to focus on small and medium-size sawmills in 

Berauu as suppliers for the planned operation was not incidental. 

Nearlyy 75 percent of all sawmills in Berau are either of a small or 

mediumm size (Obidzinski and Suramenggala 2000a, b; Obidzinski 

etet ai 2001; Casson and Obidzinski 2001). In order to secure the 

necessaryy supplies of logs for processing, these sawmills maintain 

numerouss logging crews in the forest. It was this wide network of 

1488 It was a common knowledge in Berau that Edy, as a result of his association 
withh Tomi in Tarakan, was well connected to local police and army and court 
officials.. His personal wealth was considerable, although he lived in a modest 
one-storee house. In late 1999, on a whim he bought a Mitsubishi Kuda family 
caronn a whim and was widely believed to be able to generate up to Rp. 1 billion 
off  his own capital on short notice. 
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loggingg groups that Edy was after, because they constituted the key 

too the fulfillment of the order for NV Star Orient. 

Inn addition to logging teams operated by sawmills, independent 

loggingg groups were called to boost production capacity and 

minimizee delays. Each group that committed itself to the project 

wass responsible for delivering a quota of about 300 m3 of quality 

logs,, a mixture of red Meranti and Keruing. The target had to be 

fulfille dd within two months and the participants would be given a 

300 percent down payment, with the rest payable upon the departure 

off  the shipment from Berau149. Edy was in charge of all 

arrangementss with the police, and forestry and military officials. 

Samsonn had two logging teams working in the forest at that time. 

Eachh produced about 3 m of logs per day. Baring grave technical 

breakdownss or weather impediments, it would take them about two 

monthss to produce the target quota. Since most of the contracted 

groupss already had some logs stockpiled, it was expected that they 

wouldd have the timber necessary to complete the order on time. 

Followingg the successful outcome of the organizational phase, Edy 

neededd to complete the preparatory proceedings by making 

strategicc "contributions" to the local police command (Polres 

Berau),, military (Kodim) and forestry office (CDK). He did so 

withh the rest of the money left from the initial bank transfer he 

Thee price that Edy offered was well in excess of prices for top quality sawmill 
logss in Berau. As a result, logging groups and their operators made a profit of 
Rp.. 150,000 (or US $ 15) per cubic meter. 
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receivedd from Tawau and Tarakan organizers. Thereafter, he 

signaledd to Korean investors that the time was right to visit Berau 

too see the situation firsthand. 

Thee Koreans arrived on short notice. They stayed in the Berau 

Plazaa Hotel, the best hotel in town, and tried to take on the 

appearancee of tourists, by making trips to the nearby Derawan 

islands.. Mornings they would spend in restaurants at briefings with 

Edy.. Then, accompanied by guides, they would visit a few of the 

contractedd sawmills. In the evening, they would take time off to 

relaxx in karaoke bars. Edy wanted to keep his direct involvement 

withh the guests to a minimum to avoid unnecessary attention. 

Nevertheless,, the visit did not go unnoticed. The local authorities 

kneww well that the Koreans were "looking for a deal"150. But so 

weree many other entrepreneurs staying at Berau Plaza. The hotel 

wass and is a well-known meeting point where various business 

transactions,, particularly those involving forest products, take 

place.. Therefore, the presence of Korean visitors, locally called 

"investors",, was not particularly suspicious. 

Edyy made payments of approximately Rp. 50 million (US $ 5000) 

too top police, army and forestry officers, presenting it as a 

contributionn from his operations that would be concluded in two 

months.. The amount offered was more than twice the monthly sum 

contributedd to these officials by large sawmills in the district (e.g. 

thosee run by Haji Joni). After a quick calculation, they assumed 

Interviewss with forestry officials in Berau, December 1999-February 2000. 
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thatt the volume of the shipment would correspond to 

approximatelyy 1300 m3. 

Meanwhile,, by the end of October 1999, Samson had his quota 

ready.. Since the waterfront of his sawmill was to be used by a 

numberr of other logging teams to store timber, rafts of logs grew in 

sizee every day. While waiting for other loggers to accomplish their 

work,, he kept his own logging groups occupied in anticipation of a 

shortfalll  that might occur. If by the delivery date some groups were 

shortt of their quota, there would be an opportunity for him to make 

moree money. Conversely, if it turned out that the target was met, he 

wouldd have extra stock for the sawmill. 

Att the beginning of November, with part of the timber still 

stockpiledd in the forest but calculations nearing the target, Edy 

phonedd Tarakan and Tawau asking for the ship to be dispatched as 

soonn as possible. He felt increasingly uneasy about the stock of 

logss piling up in sawmills and rafts parked upriver. If the situation 

persistedd for too long, his under-reporting of the contract's volume 

couldd be exposed. 

Thee ship, NV Star Orient, did not take long to arrive in Berau. It 

wass a medium-size ship rarely seen in Berau, where most vessels 

aree small, except for coal barges. The ship sailed under the Korean 

flag,, with a Korean captain (Son Ki Hak), but the crew of sixteen 

wass all Burmese (Myanmar). The ship anchored just above the 

portt area and settled in for a wait. The port authorities were 

informedd and given small "contributions" by Edy ahead of time. 
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Thee loading of logs on NV Star Orient was carried out round the 

clock.. Rafts of logs were towed up to the ship and hauled on board. 

Sincee logs had average length of 4-4.5 m, they were easily 

concealedd inside the hull of the ship, giving few external 

indicationss of the cargo's size. Had the logs been of aregular 

commerciall  length (7-8 meters) as is the case in legal operations, 

thiss would have been impossible. Within a week, the loading of the 

timberr was nearly finished and the operation slowly neared 

completion.. Throughout this period, port officials and a few 

policemenn came briefly onboard to have a look around. No 

problemss followed but, as Edy would soon discover, officials 

noticedd changes in the waterline of the ship. Edy, sensing their 

queries,, worked frantically to get the shipment underway. He 

phonedd Tarakan announcing the departure date from Berau and 

askingg for the transfer of the remaining payment. It was high time 

too complete the operation because the officials in Berau began 

suspectingg that the size of the cargo was much more than what Edy 

hadd told them and paid for. Edy began to think that perhaps he had 

madee a mistake by trying to under-report. However, it was too late 

forr second-guessing. The shipment had to go quickly. 

NVNV Star Orient left Berau heading north for Tarakan. For a while, it 

seemedd that it would safely reach the international waters. 

However,, this was not to be. While still in the waters off the cost of 

Berau,, a district police patrol swooped down on the ship and put it 

underr arrest. The ship and its cargo were subsequently escorted to 

Tarakann for examination. Samson and his fellow sawmill operators 
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andd loggers had narrowly escaped a catastrophe as they received 

theirr payments and could go about their business as usual. 

However,, Edy and Tomi in Tarakan had their hands full. The 

prevailingg opinion in Berau was that had Edy been more generous 

withh sharing the profits with authorities, he would not have been 

caughtt and would not have to face a controversy on which local 

newspaperss reported daily. "He should not have been so sneaky", 

Samsonn kept saying, "He should have made sure that key people 

gott their share". 

Thee investigation and resulting resolution of the NV Star Orient 

casee followed an established pattern. The logs impounded on the 

shipp in Tarakan were declared illegal, as all of them lacked proper 

documentation.. In short order, Berau authorities were to dispose of 

thee timber through public auctioning. Tomi in Tarakan and Edy in 

Berauu moved swiftly to use all available channels to diffuse the 

situation.. The timber was soon "sold" to a number of individuals in 

Tarakann who (unknown to casual observers) were closely 

associatedd with Tomi, thus putting the shipment back on its original 

track.. Soon after, on 28 June 2000 the attorney general of Indonesia 

issuedd a decision allowing the ship and the crew to leave the 

countryy even though the investigation into the matter was barely 

startingg {Kaltim Post 2000e, h, i). The justification for this decision 

wass based on concerns that damage that the ship might suffer as a 

resultt of a prolonged docking at substandard port, such as Tarakan, 

mightt expose Indonesia to unwanted compensation or insurance 

claims. . 
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Finally,, proceedings against Edy and his associates in Berau slowly 

groundd to a halt as well, eventually dissipating completely {Kaltim 

PostPost 2000b, d, g). By claiming to be a small-time player caught in 

thee middle, placing his activities within the rhetorical context of 

ReformasiReformasi and decentralization, and by making payments to a few 

strategicallyy positioned officials in the District Court of Law in 

Berau,, the case was eventually dismissed for lack of evidence. On 

severall  subsequent occasions, Edy playfully described the way to 

deall  with crises like this: "You just hand in an envelope to the 

judgee (Jaksa) and it is all done (fores)!"151. 

5.77 Summary 

Thee goal of this chapter has been to construct a detailed and 

tangiblee picture of a complex web of interactions that compose the 

operationss of the illegal timber sector at the district level. By 

tracingg the personal fortunes and entanglements of one particular 

timberr trader, I tried to show "ground-level" realities and the 

functioningg of the system of clientelist coalitions that previous 

chapterss identified as the primary force behind the historical 

processs of development of the informal timber sector in East 

Kalimantann and Berau. 

Thee key to establishing an illegal timber enterprise in Berau is 

one'ss connections to appropriate district police and army and 

forestryy officers to ensure security of the planned venture as well as 

Interviewss in January and February 2000. 
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accesss to already established local timber entrepreneurs of some 

staturee who might be willin g to provide start-up financing. Such 

cooperationn is secured in exchange for an agreement on specific 

ruless of the game. The would-be sawmill operator can construct his 

sawmilll  and hire kuda-kuda teams to supply it with logs, but he 

mustt be ready to provide payments to district security forces and 

forestryy at every stage of the enterprise, i.e. logging, processing and 

shipping.. The venture's local creditors, on the other hand, decide 

how,, at what prices and through whom the shipping of sawn timber 

orr logs out of the district takes place - at least until the that when 

thee sawmill manager pays off his debts. 

Ass the chapter shows, these rules are generally followed, although 

somee room for negotiation exists. This is particularly the case with 

governmentt officials of lower rank {petngas) who frequent 

sawmillss and more accessible logging camps on "collecting tours". 

Suchh visits by petugas are primarily motivated by the need to earn 

extraa income to augment their salaries. Collections for the police or 

militaryy in association with public holidays are usually more 

difficul tt and require more vigorous negotiations, as the objective 

heree are donations for the operational needs of these government 

institutions.. At the export stage, a similar round of negotiated 

"fees""  is paid by the sawmill seeking to dispatch a shipment out of 

thee district, with most of them in value terms being absorbed by the 

forestryy office. All along, the sawmill's creditors, who also provide 

regularr unofficial salaries to important security and forestry 

personnell  in the district, act as superiors to whom a sawmill 
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entrepreneurr can refer more intransigent "fee" collectors. The 

figuree below illustrates these interactions. 

Figuree 5. Network interactions associated with illegal logging, 

sawmilll  processing and shipping of timber  out of Berau in the 

latee 1990s 

I I 
Prerequisitee 1: 
cooperationn of 
contactss in Polres, 
KodimKodim and CDK 

Prerequsitee 2: financial 
supportt from local timber 
sectorr leaders (hajis, 
taukes) taukes) 

'Fees' ' 

Sawmilll  venture 
takess off (e.g. 
Samson) ) 

Logg flow 

Kuda-kudaKuda-kuda logging 
teamss are hired for 
logg supplies 

'Fees' ' 

exportt (sawn timber, 
logs)) coordinated with 
tauketauke and huji 
creditorss from which 
theyy benefit 

Thee funds that government officials involved in such a system are 

substantialsubstantial indeed. Small sawmills such asthe one operated by 

Samsonn have a monthly budget for "unofficial fees" to the amount 

off  1-2 million Rupiah (US $ 100-200). Medium-size sawmills (use 

onee bandsaw) set aside approximately Rp 4-5 million (US $ 400-

500)) each month. Finally, large sawmills (two or more handsaws) 

budgett about Rp 20-25 million (US $ 2000-2500) for monthly, 

unofficiall  payments. Considering the fact that in 2000 there was a 

totall  of 40 active sawmills in Berau out of which 21 were small, 6 
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mediumm and 13 large, the sawmill sector in Berau, paid between Rp 

315.55 million and Rp 397 million (US $ 30-40,000) each month in 

"unofficiall  fees" associated with logging and processing: this 

amountss that come to the annual total of Rp 3.7-4.7 billion (US $ 

370,000-470,000)) (Obidzinski and Suramenggala 2000a, b; 

Obidzinski,, Suramenggala and Levang 2001). The police and 

militaryy officers are largely those who collect these fees. 

Forr export purposes, sawmills operators make arrangements with 

districtt forestry officials for SAKO/SKSHH letters that drastically 

understatee the volume of timber shipments (e.g. Suara Kaltim 

2001b;; Kompas 2002b). In exchange for issuing letters reporting 

onlyy about 20 percent of the real volume being exported, an 

unofficiall  payment of US $ 20 is added to each reported cubic 

meterr of timber. Since approximately 80,000 m3 of sawn timber is 

producedd in Berau each year, the forestry officials make a fee of 

USS $ 20 per cubic meter on 16,000 m3 of sawn timber, which 

comess to an annual total of US $ 320,000 (Obidzinski and 

Suramenggalaa 2000a, b). 

Basedd on the information obtained not only from Samson, but also 

fromseverall  other sawmills and contacts among police officers that 

madee the above calculations possible, it is clear that informal 

paymentss from sawmills and associated logging activities was a 

tremendouslyy important source of money for the police, military 

andd forestry cadres. In 1999 and 2000, it was equal to nearly half of 

officiallyy collected forest revenues in the district. The sawmill 

sectorr was in a position to bear such costs without much trouble 
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becausee nearly all sawn timber produced in Berau is exported. 

Thus,, since the monthly production was approximately 6,600 m3 

representingg an export value of between US $ 533,000 (in Java) 

andd US $733,000 (in Malaysia), the unofficial payments made by 

sawmillss in the district constituted only between 7.6 and 12.4 

percentt of the product value. As production and raw material costs 

inn Berau are very low, the sawmill business continues to be very 

profitable. . 

Thiss chapter shows that hierarchically structured clientelist 

coalitionss such as the one in Berau are a tightly knit system of 

inter-personall  dependencies that function on a quid pro quo basis. 

Thee entrepreneurial freedom to pursue timber ventures is secured in 

exchangee for financial contributions. Such contributions, critical 

forr the officials' personal subsistence as well as for the operational 

needss of their institutions, are extracted at all stages of the illegal 

timberr enterprise. Thus, economic expediency seems the dominant 

factorr behind the illegal timber sector in the area. However, as the 

nextt chapter will show, in the post-1998 period of decentralization 

andd regional autonomy in Indonesia {otonomi daerah, or otda\ 

localizedd political contributions from the illegal timber sector in 

Berauu as well as other parts of East Kalimantan have also gained 

greatt significance. 
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CHAPTERR 6 

THEE SMALL CONCESSION BOOM AND THE CHANGIN G 

DYNAMIC SS OF THE ILLEGA L TIMBE R SECTOR IN 

EASTT KLIMANTA N IN TIME S OF POST-1998 

DECENTRALIZATIO NN AND AUTONOM Y 

TheThe NV Star Orient affair was one of the last acts of conventional 

timberr smuggling from Berau, because beginning in late 1998, the 

illegall  timber sector both in districts in the province of East 

Kalimantann as a whole, moved into a system of more officially 

recognizedd operations through a system of community logging 

concessions. . 

Withh the onset of decentralization in Indonesia following the fall of 

Suhartoo in 1998, government regulations at various levels created 

conditionss conducive to tremendous growth of small logging 

concessions,, very similar to the banjir kap of the late 1960s and 

earlyy 1970s.The late 1990s shared many characteristics with the 

timee of the proliferation of kapersil: littl e legal supervision and 

numerouss irregularities. 

Thiss chapter discusses this recent boom in small forest concession 

inn East Kalimantan which were marked by a significant 

intensificationn and mechanization of kuda-kuda logging operations. 

However,, an intensification of illegalities went parallel with such 

processess of transition. I analyze these aspects of small concession 
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loggingg in detail, pointing to the fact that just as in the period of 

banjirbanjir kap in the 1960s, 1970s and earlier, such logging activities 

constitutee an important source of economically and politically 

unofficiall  income for government institutions at different 

administrativee levels. 

Thiss chapter opens with the description of post-1998 political 

developmentss in Indonesia which were responsible for the boom in 

smalll  timber concessions in East Kalimantan. Then, it discusses the 

manageriall  structure of such concessions, questioning to what 

extentt they constitute domestic enterprises operated by masyarakat 

(commonn people), as intended. In the sections that follow, the 

chapterr scrutinizes the practices involved in setting up IPPK 

communityy concessions, analyzes production reporting and 

financiall  obligations associated with small concession ventures and 

exploress their timber export activities. Finally, it explains why 

illegalitiess present in nearly all aspects of small concession 

operationss are tolerated. 

6.11 Political transition in Indonesia and the small concession 

boom m 

Inn May 1998, the student-led "popular uprising" against the 

governmentt of president Suharto, whose greed and nepotism was 

seenn as the primary reason for Indonesia's economic collapse, 

reachedd its peak. Under unrelenting domestic and international 

pressure,, Suharto soon stepped down, opening the door to political 

changee that was hoped would lead to greater democratization in the 
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countryy (Reformasi). Since the fall of Suharto in May 1998, 

politicall  and regulatory changes arising from Reformasi helped 

createe conditions that led to boom in the small concession logging 

sectorr in East Kalimantan and other Indonesian provinces with 

substantialsubstantial forest cover (McCarthy 2000, 2002; Casson 2001; Khan 

2001;; Casson and Obidzinski 2001; Obidzinski et al. 2001 Visser 

2001a,, b). 

Soonn after president Suharto stepped down, president Habibie's 

interimm government had to show that it was willin g to reform the 

forestryy sector, which, until then, had been dominated by 

enterprisess with direct links either to Suharto himself or to his 

familyy (Barr 1998, 1999; Bisnis Indonesia 1999a; Brown 1999, 

2001;; Jakarta Post 1999a). In an attempt to facilitate a less 

exclusivistt management of forest resources, the Ministry of 

Forestryy and Plantations issued instructions allowing communities 

inn or near forest areas to be involved in extractive forest activities 

(includingg timber) through cooperatives, work groups, and 

associations152.. These instructions were intended to mollify critics, 

especiallyy those in environmental non-government organizations 

(NGOs),, who had long argued that rural communities be given a 

greaterr degree of participation in forest management to derive 

greaterr benefits from it - a privilege reserved until then for HPH 

elitess in Jakarta {Kompas 1998; Repubiika 1998; Bisnis Indonesia 

1999c).. At the same time, these regulations also sought to limit the 

PPP No. 62/1998 and SK Menhutbun No.677/1998. 
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destructionn of forests caused by rural impoverishment (see Jakarta 

PostPost 1999b). 

Thus,, Habibie's government passed new legislation on regional 

governancee and on fiscal balance between the central government 

andd the regional governments153. Both these laws gave greater 

financiall  and decision-making powers to local government, 

particularlyy at the district and lower level. Shortly after these new 

lawss were released, the central government initiated the 

decentralizationn process in natural resource management also 

passingg legislation that devolved elements of authority to manage 

forestss from Jakarta to the provincial and district authorities154. 

Thiss legislation gave governors and regents the authority to issue 

smalll  forest concessions permits. Governors were allowed to grant 

concessionss of up to 10,000 ha, while Bupatis could issue 

concessionss up to 100 ha. The concessions granted by Bupatis 

camee to be known as either HPHH {Hak Pemungutan Hasil Hutan, 

orr license to collect forest resources) or IPPK {Izin Pemungutan 

dandan Pemanfaatan Kayu, or license to extract and use timber). 

Withinn weeks after putting these policies into effect regent offices 

inn East Kalimantan were flooded with applications for small 

loggingg concessions, mostly of the IPPK type (Kaltim Post 2000n, 

o).. By June 2000, there were already hundreds of them. The 

dramaticc growth of IPPK concessions continued after the 

Laww No. 22/1999 and Law No. 25/1999 
1544 PP No. 6 1999, SK Menhutbun No. 310/Kpts-II/1999 and SK Menhutbun 
No.. 317/KPTSU71999. 
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implementationn of the regional autonomy policy in Indonesia in 

Januaryy 2001, as districts began drafting their own regulations 

(Perda)(Perda) on community land/forest rights (hutan adat) and the 

exploitationn and use of timber. This has taken place even though 

thatt the central government in Jakarta, fearing that the situation was 

becomingg unmanageable, tried to prevent the issuing of new IPPK 

licensess and threatened to take legal action against Bupatis who did 

nott comply. Regardless of Jakarta's directives, small concessions in 

Eastt Kalimantan continued to multiply in 2001 with a total 

concessionn permits in the district of West Kutai already in excess 

off  800; in Bulungan there were more than 600 permits; in Kutai 

Kartanegaraa over 200; in Berau about 150 and 100 in Malinau 

(Cassonn and Obidzinski 2001). Cumulatively, these concessions 

alreadyy covered hundreds of thousands of hectares of forest in the 

province. . 

Theree are several reasons for such a rush on small logging 

concessionss in East Kalimantan. As illustrated by the table below, 

IPPKK concessions offered a better business environment and higher 

profitt margins than HPH and HPHH concessions. They required 

asmalll  initial investment, faced amuch shorter bureaucratic network 

andd few legal and tax obligations. Most importantly, IPPK 

concessionss could be obtained legally. 
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Tablee 11. Comparative profitabilit y of HPH, HPHH, IPPK 

concessionss and illegal logging (in US $ per  cubic meter) 

HPHH HPHH IPPK Illegal 

Logging g 

Timberr (log) prices 

cubicc meter 

Taxx obligations: 

per r 

Felling/extraction/transpo o 

rtt permits (SKSHH) 

Reforestationn (DR) 

Centrall  government 

(IHH/PSDH) ) 

Districtt income 

(Retribusi) (Retribusi) 

Districtt export tax 

Informall  payments 

Extraction n 

Totall  Cost 

Nett revenue 

Investment t 

Bureaucracy y 

tax x 

tax x 

100 0 

Yes s 

18 8 

7 7 

No o 

No o 

20 0 

20 0 

65 5 

35 5 

Large e 

Extens s 

100 0 

Yes s 

18 8 

7 7 

Yess (3) 

No o 

20 0 

16 6 

64 4 

36 6 

Moderate e 

Limited d 

100 0 

Yes s 

No o 

No o 

Yess (3) 

Yess (15) 

20 0 

16 6 

54 4 

46 6 

Small l 

Limited d 

55 5 

No o 

No o 

No o 

No o 

No o 

18 8 

5 5 

23 3 

32 2 

Veryy Small 

None e 

ivee (district level (district level 

only)) only) 

Sources:: District and province forestry offices, HPH 

concessionaries,, IPPK operators and timber brokers in the area. 

Note::  District export tax is based on export regulations in 

Bulungann that became effective in April 2001. 
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Thee cost-benefit equation was an important consideration, given 

thee fact that the export of logs from Indonesia, although officially 

allowedd again in 1998155, was subject to significant regulatory 

limitations,, the most significant of which were: 1) a quota system 

(eachh company had to apply for an export quota to the forestry 

department)) and 2) an export tax to the amount of 30 percent of the 

estimatedd international timber prices (Bisnis Indonesia 2000b). 

Givenn such constrains, only IPPKs offered a means to meet such 

obligationss and still make a substantial profit. However, as a result 

off  the need to generate revenue from exports to alleviate a 

ballooningg budget deficit, most of these regulatory measures were 

eliminated,, resulting in a much-liberalized log export environment 

beingg entrusted to the supervision of local government authorities 

(Bisnniss Indonesia 2000b). 

Second,, once village communities gained a degree of control over 

surroundingg (adat, or customary) forests as a result of the 1999 

Forestryy Act, most of them were eager to liquidate some of these 

assetss for ready cash income. And the easiest and quickest way of 

doingg so was through the IPPK scheme. As venture partners with 

IPPKK companies, village benefits were mainly in the form of 

monthlyy fees per cubic meter of extracted timber. While in absolute 

terms,, such income was very small, capturing only a fraction of the 

markett value of timber, it was nevertheless much more than 

communitiess had been able to obtain through any other means 

Previouss log export ban was imposed in 1983 and remained in effect until 
1998. . 
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beforee (e.g. PMDH, IDT, or PKMT programs156). The ability to 

generatee quick monetary return with littl e or no investment 

renderedd IPPKs attractive to village communities, despite emerging 

problemss with the distribution of new "timber wealth" and the 

associatedd potential for conflict. In time, the small concessions 

schemescheme has highlighted the monetary value of timber to such an 

extentt that village communities throughout East Kalimantan have 

putt increasingly more emphasis on delineating village borders and 

mappingg customary {adat) forest areas to stake their claims. This 

resultedd in growing pressure on conventional free-lance logging 

{kuda-kuda),{kuda-kuda), adding further momentum for transition to small-scale 

concessions. . 

Thee aforementioned growth of IPPK logging was obvious not only 

fromm the number of licenses issued, but also from its increasing 

sharee in overall timber production, particularly in the northern part 

off  East Kalimantan. Although the area of IPPK concessions was 

andd continues to be cumulatively far smaller than that of the HPHs, 

neverthelesss over the last few years, in many districts, they have 

beenn at the forefront of generating valuable timber output, as 

illustratedd by the table below. 

TPMDHH means Pembinaan Masyarakat Desa Hutan (development of 
villagess in forest areas), and it is a rural development program required from all 
HPHH concession holders. IDT stands for Impres Desa Tertinggal and signifies 
occasionall  cash dispensation by Jakarta to isolated villages. PKMT or 
PembinaanPembinaan Kesejahteraan Masyarakat Terasing (improvement of the welfare of 
isolatedd communities) has been a rural extension program implemented by the 
Departmentt of Social Affairs. 
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Tablee 12. Timber  production (in m3) by HPH and IPPK 

concessionss in 2000 and 2001. 

Forestryy District 2000 0 

HPH H IPPK K 

2001 1 

HPH H IPPK K 

Southh Bulungan 180,000 360,000 80,000 275,000 (until July) 

Centrall  Bulungan 95,800 101,200 65,000 214,000 (until July) 

Northernn Bulungan 59,000 7,300; 12,000 31,200; 

IPK-353,0000 IPK- 297,400 

Berauu 500,000 100,000 350,000 350,000 

Sources::  District forestry offices. 

Notes: : 

1.. Forestry districts in East Kalimantan are not the same as 

administrativee ones. Thus, forestry districts of northern, 

centrall  and southern Bulungan constitute administrative 

districtss of Bulungan, Malinau and Nunukan. 

2.. IPK stands for Izin Pemanfaatan Kayu (License for the 

Utilizationn of Timber) that is issued by the Ministry of 

Forestryy in Jakarta for large-scale conversion of natural 

forest. . 

Ass regional autonomy took effect at the beginning of 2001, IPPK 

concessionss not only emerged as a vibrant venue for the production 

off  timber, but also as a dominant source of exports of this 

commodity.. This resulted from the fact that while HPH 

concessionariess had to continue the lengthy procedures of obtaining 

exportt clearance from Jakarta, IPPK companies were able to 

accomplishh the same at the district level only. In April 2001, for 
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instance,, Bulungan passed a district regulation (perda) allowing for 

directt export of IPPK logs extracted from community or privately 

ownedd forests {Hutan Adat or Hutan Milik). This decision reduced 

redd tape substantially and resulted in a surge of IPPK log exports, 

attractingg the attention and interest of neighboring districts {Kaltim 

Pos/200If). . 

Thee table below illustrates the development of timber exports via 

thee ports of Tarakan and Nun ukan in 2000 and 2001157. 

Tablee 13. Export of logs through Tarakan and Nunukan in 2000 and 

2001. . 

Tarakann 44,000 (all IPPK) 130,000 (108,000 IPPK) 

Nunukann 12,000 (all IPK) 30,500 (all IPK) 

Totall  56,000 160,500 

Sources:: Industry & Trade, Forestry and Customs offices in 

Tarakann and Nunukan. Notes: In 2001, HPHs exported 22,000 m3 

throughh the port of Tarakan. 

Ass can be seen, in 2000 IPPKs accounted for all officially recorded 

logg exports, while in 2001 they exported an equally impressive 83 

percentt of much larger total of 130,000 m3. 

Despitee such clear signs of aboom, one could still view IPPK 

concessionss as only a small subelement of the overall forestry 

Inn addition to these, there is one other major timber exporting port in East 
Kalimantan,, i.e., Samarinda. 
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sectorr in East Kalimantan, officially estimated to have produced 

4.55 million m3 of timber in 2001 and approximately 7 million m3 

bothh in 2000 and 1999 (Obidzinski and Palmer 2002; Palmer and 

ObidzinskiObidzinski 2002). That is indeed the case if only officially reported 

figuress and statistics are considered. However, a more in-depth 

lookk indicates that the official figures are only a tip of an iceberg of 

widespreadd informal activities. 

6.22 Are IPPKs domestic enterprises? 

Thee small concessions policy has been put into effect largely in 

orderr to benefit village people and small and medium size forestry 

enterprisess - parties that have been marginalized by the New Order 

forestryy policies. However, it was clear from the outset that neither 

hadd the necessary experience and financial means to undertake 

loggingg and trading activities of this kind. Thefore, a clear pattern 

quicklyy emerged whereby the communities' role was limited to 

providingg forest areas {lahari) for logging, whereas local (district) 

timberr entrepreneurs took on the role of license holders and 

"contractors""  for those who actually operated and financed the 

systemm largely from abroad, for instance, Malaysia {Snara Kaltim 

2000 le, h). Not all Indonesian logging operators could seize on such 

businesss opportunities with equal success. Larger entrepreneurs 

whoo either had previously-established relations with timber buyers 

andd financiers in Malaysia were in better position to capitalize on 

arisingg IPPK opportunities. Scores of smaller traders and 

newcomerss could not have established such relations on their own. 
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Therefore,, they filled the hierarchically lower rung of 

subcontractorss and "deal fixers". 

Thee reasons for such limited access to contacts with Malaysian 

financierss and timber buyers is the substantial costs and risks 

associatedd with setting up IPPK operations. It takes at least 

betweenn US $ 300,000 and 400,000 in start-up capital to initiate a 

smalll  concession venture. Considerable expenses of this kind 

requiress that all parties involved be thoroughly familiar with each 

other,, and therefore if legal or other problems arise in Indonesia, 

thee participating parties are able to solve them. As shown in Figure 

6,, this places well-established and influential operators called 

"strongmen""  in East Kalimantan in the crucial position of 

facilitatorss . As indicated in Chapters 3 and 5, such "strongmen" 

aree Tarakan-based timber businessmen such as Dedy, Tomi and 

Jerryy and their network of partners (e.g. Haji Joni, Edy in Berau) 

throughoutt the region. Regardless of the size of the intended 

enterprise,, building a relationship based on trust with "strong men" 

iss the key to success. This is because such trust is critical for 

gainingg access to financial resources and for obtaining the 

necessaryy support in dealing with local security forces. Whether it 

iss a sawmill (e.g. Samson's case in Chapter 5) or a log shipment 

(Edy?ss operation in Berau), it is in winning the confidence of the 

businesss patron that careers are made and lost. 

Interviewss with timber buyers in Sandakan, Malaysia, September 2001. 
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Figur ee 6. Operational interactions associated with IPPK 

concessions. . 
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Thee prolonged devaluation of Indonesian currency after 1998 

significantlyy depressed domestic log prices in Indonesia, resulting 

inn considerable price differential, particularly within the Asia-

Pacificc region. The price differential between Indonesia and its 

closestt neighbor is illustrated below: 

Tablee 14. Price comparison of red Meranti logs in Indonesia 

andd Malaysia 1999-2002 (in US $/m3). 

Countryy 1999 2000 2001 2002 

Indonesia a 

Malaysia a 

60-70 0 

115-125 5 

60 0 

110-115 5 

30-35 5 

80-95 5 

45-50 0 

100-105 5 

Sources::  Province and district forestry offices in East Kalimantan; 

MTI BB and Sabah state forestry offices; timber traders. 
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Note::  figures are for the period until April-May only. 

Suchh price differences made IPPKs a unique and extremely 

lucrativee business opportunity. Not surprisingly, interest among 

Malaysian,, Chinese and Japanese timber importers was high, 

temperedd only by the political instability of the transition period in 

Indonesiaa and the accompanying risks. 

Althoughh high, however, such risks are not unmanageable. 

Chinese,, Japanese, Korean and Malaysian buyers seeking IPPK 

timberr opportunities in East Kalimantan and other parts of 

Indonesiaa initiate the process by selecting Malaysian brokers based 

inn Tawau with experience and contacts in the timber trade in East 

Kalimantann (see Figure 6). The contacts in East Kalimantan are the 

"strongmen*'' who, through a network of smaller partner companies 

inn East Kalimantan, arrange IPPK licenses and await opportunities 

too obtain major financing to get them off the ground. In affect, this 

systemm of participating stakeholders and their interactions is 

identicall  to the one involved in large-scale timber smuggling to 

Malaysiaa before the availability of IPPK concessions (see Chapter 

4,, especially the NV Star Orient smuggling case). 

Oncee connections are established and terms are agreedupon, the 

investorss make a deposit in offshore banks (usually in Hong Kong 

orr Singapore) with Tawau-based partner(s) in the form of a letter of 

creditt (LC) for the amount necessary to get the logging operation 

started.. With such credit in hand, Tawau partners are then able to 

dispensee funds to Indonesian counterparts in a similar manner and 
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subsequentlyy deploy the infrastructure (i.e. logging machinery) to 

selectedd locations in order to get the venture underway (Kaltim 

PostPost 2000c, k). 

6.33 Setting up an IPPK 

Thee process of obtaining an IPPK concession licence begins with 

locall  timber contractors (or kontraktors) searching for village forest 

areass with potential for logging. This has been the most common 

wayy of initiating a search for IPPK concessions, although in recent 

timess village communities have been increasingly active in seeking 

outt venture partners on their own {Republika 1999). 

Inn most cases, however, it is still contractors who initiate the 

processs by surveying villages in order to assess the suitability of 

thee forest for timber production. As already indicated, such 

entrepreneurss are local timber operators who previously had been 

involvedd in small-scale kuda-kuda logging. Since Reformasi, they 

havee vigorously sought to expand their timber business operations, 

particularlyy through IPPK concessions. They have been doing so by 

workingg with local "strongmen" who helped facilitate financial, 

technicall  and logistical support from timber financiers in 

neighboringg Malaysia (locally known as investors). Newcomers 

fromm all walks of life have also been pouring into the emergent 

IPPKK sector, attracted by its profit potential. However, they also 
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foundd it necessary to rely on the mediation of already established 

IPPKK parties to secure financial backing159. 

Iff  the visited community forest areas have potential for commercial 

logg production, contractors draw up IPPK joint venture agreements 

offeringg communities compensation in the form of timber fees, 

infrastructuree projects and/or village plantations. In the Sekatak 

Riverr area in Bulungan, for instance, where PT Wana Prima 

Mandirii  firm (controlled by a Tarakan-based "strongman" Tomi) 

hadd numerous IPPK contracts totaling nearly 7,000 ha, Rp. 49 

millionn (US $ 5000) was distributed in the village of Bengara as a 

downn payment for a logging plot of about 2,800 ha. Of this amount, 

thee head of the village (kepala desa) received Rp. 15 million (US $ 

1500),, the village cooperative obtained Rp. 28 million (US $ 2800) 

andd a village meeting called for the purpose of deciding on the 

concessionn was given an allocation of Rp. 6 million (US $ 600). 

Oncee the community agrees to a contract, the next step is to 

establishh a corporate body {badan hukum) in the village that can 

servee as the basis for an IPPK application. Most often, this entails 

thee formation of a village cooperative. It is also possible to arrange 

contractss with individuals or families. However, timber traders 

preferr village-level agreements because they are more effective in 

containingg individual anti-investor sentiments, should they arise. In 

addition,, village contracts invariably cover areas of much larger 

size. . 

Interviewss with timber traders in Malinau, Nunukan and Bulungan (business 
partnerss of the "strongmen" from Tarakan), August 2001. 
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Thee aforementioned badan hukum for the purpose of the IPPK 

contractt usually takes the form of either village cooperatives 

(Koperasi(Koperasi Unit Desa or KUD) or village work groups (Kelompok 

Tarn,Tarn, or KT). In areas where the Dayak population is dominant and 

wheree the revival of traditional forest and land rights {hak adat/hak 

ulayat)ulayat) has been vibrant, adat organizations (yayasan adat) can 

alsoo provide the necessary basis for IPPK applications . This has 

beenn the case, for instance, in the district of Malinau as well as in 

upriverr areas of Bulungan. Drawing up a KUD or KT is a relatively 

uncomplicatedd affair. The key elements are: 1) drafting a general 

statementt explaining the goals of the planned cooperative and its 

intendedd activities and 2) compiling a list of participating members 

(anggota).(anggota). These two documents, once signed by the head of the 

villagee and camat (head of the sub-district), are submitted for 

approvall  to the economic section of the Regent's Office. 

Mostt KUDs and KTs that have been formed in East Kalimantan 

overr the last few years uniformly declared the establishment of 

Itt is important to mention that the current notion of hutan adat, or village 
forestt owned exclusively by a particular community, is considered a recent 
interpretationn of the situation that is significantly at odds with the past. 
Descendantss of royal families in Bulungan and Berau, for instance, indicate that 
inn the past it appointed aristocrats held control rights over particular river 
systemssystems (see the concept of pusaka in Chapter 3). In such areas, local Dayaks 
couldd own trees that they first encountered (e.g. honey trees, gaharu trees). The 
samee was the case with birdVnest caves. However, there was no such a thing as 
individuallyy or communally "owned forest'1. The situation with the present-day 
claimss of hutan adat arefurther complicated by the fact that vast majority of 
Dayakk communities migrated from the interior (Apo Kayan, Bahau, Pujungan, 
etc.)) to their current downstream areas of residence in the 1960s and 1970s. As a 
result,, the question of where their hutan adat should actually be is open to 
varyingg interpretations. 
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villagee plantations as their main objective,6l(Obidzinski and 

Suramenggalaa 2000a). Village leaders present such plantations as 

thee main step toward the improvement of the well-being of village 

communities.. For this reason, they explain, some of the village 

forestt land needs to be opened, and the best way to do this is 

throughh IPPK. Increasingly, however, village KUDs and KTs are 

relinquishingg this benign representation of IPPK schemes. Instead, 

theyy have been increasingly stating their objectives simply as 

"timberr exploitation for financial benefits of community members" 

(Kaltim(Kaltim Post 2000j). 

Ass the community moves to establish badan hukum, the contractor 

finalizess preparations on the ground by preparing a map that shows 

thee position, size, and approximate boundaries of the planned 

concession.. However, the preparation of the concession proposal 

andd maps is generally viewed as only a formality. 

Thiss is because in reality, once logging operations are underway, 

locationn coordinates and boundaries are both flexible and 

negotiable.. Such malleability of terms is achieved with the 

participationn of local forestry officials. The CDK forestry office 

playss a crucial role here district foresters issue "technical advice" 

(advis(advis teknis) upon which IPPK licenses are either issued or denied 

byy Bupati. CDK officials are quick to point out that they only 

providee technical advice and are not responsible for subsequent 

decisionss on concession licenses. However, their advice does 

Thee intended type of plantation is most often oil palm or rotan. 
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constitutee the basis upon which such decisions are made {Kaltim 

PostPost 2000r). 

Itt is also clear that such technical advice recommendations are 

givenn on demand and in exchange for substantial unofficial 

paymentss {Suara Kaltim 2001c). According to timber brokers and 

IPPKK contractors in Bulungan and Malinau, CDK staff rarely, if at 

all,, verifies any documents or data supplied to them as the basis for 

IPPKK contracts. The contractors render this unnecessary with 

payoffss as high as to Rp. 150 million (US $ 15,000) per concession 

area162.. Such payments are not delivered in full at the outset. The 

usuall  practice is to pay 50 percent at the time when the application 

iss submitted to CDK and to deliver the remaining half once Bupati 

authorizess the permit. According to timber brokers in Malinau, the 

totall  cost of an IPPK license can reach about Rp. 300 million (US $ 

30,000),, indicating where the other Rp. 150 million (US $ 15,000) 

iss injected . These costs are variable, however. In Bulungan, for 

instance,, one IPPK contract of 2,850 ha carried an unofficial price 

tagg of nearly Rp. 400 million (US $ 40,000)164. A similar system of 

unofficiall  payments associated with IPPK licensing has been 

reportedd in other areas of East Kalimantan {Bisnis Indonesia 2001; 

SuaraSuara Kaltim 200If, g). 

Byy concession area I mean the total of IPPK plots being arranged. A single 
IPPKK plot covers 100 ha. However, contractors usually arrange for a number of 
themm that cumulatively cover from about 500 to 2,000 ha. The payment to the 
CDKK is for this total area. It is not per 100 ha. 

Interviewss in Malinau, 12 August 2001. 
164 4 

Interviewss in Tanjung Selor, 7 August 2001. 
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Ann important implication of the arbitrariness of the IPPK licensing 

processs is that it seriously limits the ability of the local HPH sector 

too operate, contributing significantly to the observed divergence in 

productionn between small and large forest concessions (see table 

12).. This is because virtually all IPPKs in East Kalimantan are 

locatedd either partly or entirely within HPH concessions165. This is 

onee of the consequences of issuing "blanket" HPH permits in the 

Neww Order period without consideration for human settlement and 

subsistencee activities. After the New Order regime fell in 1998, 

villagee communities moved energetically to reclaim large HPH 

areass as their ancestral or adat lands (e.g. Kaltim Post 2000a; Suara 

KaltimKaltim 2000a). Within the context of the widespread criticism of 

insensitivee and monopolistic activities by HPH concessionaries, 

IPPKss thrived. However, for district government authorities, the 

growthh of IPPKs within HPH concessions, while politically 

acceptablee or perhaps even necessary, also meant an increased 

potentiall  for conflict and diminishing revenues from HPH timber. 

Ass a result, officials were at loss to try to find some sort of 

compromise. . 

Onee of the mechanisms they tried to use to minimize conflicts 

betweenn community IPPKs and HPHs was the landscape criteria, 

wherebyy community concessions would be limited to the zone 

calledd KBNK (Kawasan Budidaya Non-Kehutanan, or 

degraded/non-forestt area) whereas HPH concessions would operate 

withinn KBK {Kmvasan Budidaya Kehutanan, or forest area). The 

Forr instance, in Bulungan all 600 IPPK permits are within HPH concessions. 
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ideaa was to have small-scale logging in forests of low commercial 

valuee and HPH operations in production forests. However, 

problemss with forest classification in Indonesian often result in 

situationss where large areas of production forest are classified as 

KBNK,, degraded forest is included in KBK, and vice versa. In 

practicee the issue has not been resolved and, to the chagrin of 

HPHss concessionaries, IPPK companies continue to obtain permits 

allowingg them to operate within HPHs based on community adat 

claimss (e.g. Suara Kaltim 2001a). 

6.44 Running IPPK business: production, reporting and 

financiall  obligations 

Despitee the uncertain and often precarious conditions in which 

IPPKK operations are conducted, IPPKs' share of overall timber 

productionn in East Kalimantan has been on a steady increase. 

However,, this and other accomplishments of small concession 

holderss have been largely due to widespread irregularities in their 

businesss practices. 

Thiss is evident in matters as fundamental as the reporting of 

production.. The impressive growth of official IPPK timber 

productionn in 2000 and 2001 was achieved despite very erratic 

workk schedules by the companies, according to official monthly 

productionn reports {Laporan Hasil Produksi or LHP) filed with 

CDKK officers. For instance, in the southern Bulungan forestry 

districtt (the largest producer of IPPK timber in the northern part of 

Eastt Kalimantan), most IPPK companies shown in 2000 and 2001 
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productionn records were seldom active. Their production reports 

appearr only once every three or four months, if at all. 

However,, according to interviewed timber brokers and IPPK 

operatorss in the district, such reporting most definitely does not 

reflectt the realities on the ground. In Malinau district, for instance, 

contractorss were adamant that such figures did not make economic 

sensee because sporadic production of this kind would mean 

constantt losses and inevitable bankruptcy. According to them, this 

wass decidedly not the case. Rather, many of these ventures, by 

virtuee of being sub-branches of dominant IPPK companies (which 

iss substantiated by their permits being issued in batches on the 

samee dates), acted as "sleepers" for mother-firms. The timber they 

producedd was passed on to the holding company for handling while 

thee actual producers claimed a non-active status due to technical or 

otherr difficulties. 

Ass with the preparation of concession maps and work plans, this 

takess place because there is no real control or verification of IPPK 

activitiess on the ground166. According to timber brokers in the area, 

contractorss make financial arrangements with CDK staff as a result 

off  which they report only a fraction of production and, 

consequently,, pay only a small amount in transportation SKSHH 

Interviewss in Bulungan. Malinau and Nunukan, August 2001. 
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fees167.. IPPK contractors estimate that at least half of their 

productionn escapes the official record. 

Inn addition, very few pay SPK (Sumbangan Pihak Ketiga, or third 

partyy contribution tax) district tax as required. SPK is a one-time 

taxx paid by timber companies that is calculated either based on 

timberr extracted or per hectare of the concession area. In the 

districtss of Bulungan, Malinau and Nunukan, for instance, SPK is 

chargedd at the rate of Rp. 200,000 (US $ 20) per hectare, whereas 

inn Berau SPK is based on timber production volumes. In 2000, it 

wass assessed at Rp. 10,000 (US $ 1) per cubic meter and in 2001 it 

wass increased to Rp. 30,000 (US $ 3). However, regardless of how 

itt is charged, the common problem with SPK has been that the 

amountss officially collected are nowhere near what is officially 

due. . 

Inn Bulungan in 2000, for instance, SPK fees received by the district 

correspondedd to only 750 ha of active IPPK concessions, even 

thoughh at least 10,000 ha were in effect that year. This amounts to a 

collectionn rate of only 7.5 percent. In 2001, this rate rose to about 

211 percent. The same is the case in Nunukan. In 2000, even though 

theree were 3 IPPK concessions operating the area of 3,700 ha, the 

districtt essentially did not get any financial contribution from them 

att all168. In 2001, the area of active small concessions increased to 

SKSHHSKSHH fees vary from Rp. 25,000 (US $ 2.5) per cubic meter of a less 
valuablee species, to Rp. 125,000 (US $ 12.5) per cubic meter of the timber 
industryy standard red Meranti. 

Nunukann did not yet have SPK legislation in place at that time. 
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5,1000 ha but from a total of Rp. 500 million in SPK fees expected 

too be collected that year, only about Rp. 36 million, or mere 3.5 

percent,, was deposited by August. The situation was only 

marginallyy better in this respect in Malinau. As a result of such 

practices,, in the first half of 2001 around half a million cubic 

meterss of logs escaped official taxation in the districts above 

(Obidzinskii  and Palmer 2002; Smith etal. 2002). 

Tablee 15. Log production (in m3) based on tax revenues 

collectedd and IPPK log production data in 2000 and 2001 

Districts)) Log production 2000 2001 (January to 

estimatedd on the basis July) 

Bulungan n 

Malinau u 

Nunukan n 

Districtt tax receipt data 

Districtt forestry data 

Districtt tax receipt data 

Districtt forestry data 

Districtt tax receipt data 

Districtt forestry data 

625 5 

360,000 0 

13,169 9 

101,200 0 

* * 

7,300 0 

1,990 0 

275,000 0 

11,765 5 

214,000 0 

149 9 

31,200 0 

Source::  Smith et al. (2002) Note: *No tax levied 

Inn short, IPPK concessionaries resort to various evasive techniques 

inn order to circumvent the existing regulations. Concession maps 

andd production plans are largely a work of fiction, as 

comprehensivee fieldwork is rare and verification of the produced 

documentss by the forestry officials is equally scarce. Once logging 

begins,, IPPK companies routinely under-report production, under-
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declaree timber shipments and pay much less in taxes than they 

should. . 

Manipulativee IPPK business strategies are not limited only to the 

interactionn with government bureaucracies over production reports, 

shippingg permits and taxes. Similar strategies are also evident in 

relationshipss with host village communities. This is exemplified by 

thee fact that amongst IPPK-community joint ventures active in four 

northernn districts of East Kalimantan, rare cases the infrastructure 

andd financial inputs stipulated by contracts have been realized only 

inn extremely {Kaltim Post 2000j). 

Typically,, IPPK operators "reduce" community development 

commitmentss to access roads and some cash for other village 

infrastructuree works, which ismainly house construction. There are 

alsoo individual cash advances (perorangan) that are intended for 

directt consumption. However, these sums are not delivered directly 

too the people but, instead, are distributed through village 

leadership.. Accusations of collusion and embezzlement associated 

withh this manner of distribution of finances are common and lead 

too intra and inter village tensions and conflicts. 

IPPKK village timber fees range from the maximum of Rp. 150,000 

(USS $ 15) in Kutai districts to the standard of Rp. 30,000 (US $ 3) 

perr m3 in the rest of East Kalimantan (Sitara Kaltim 2001 i). 

However,, paying IPPK village timber fees is just as problematic as 

meetingg district tax obligations. This is because villagers have no 

effectivee means of knowing precisely the volume of timber 
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producedd in their forest area as they are not directly involved in 

loggingg operations. Instead, most of the time, they rely on IPPK 

companies'' goodwill to pay what is due. This, however, is rarely 

thee case. In 2001, a survey in the Sekatak River area in Bulungan 

revealedd that villagers knew of less than half of the volume of 

timberr shipped by IPPKs from the concession area (Smith et ai 

2002). . 

Itt is clear that IPPK activities, despite being lawful, depend on 

businesss practices that result in irregularities in production 

reportingg and meeting relevant tax obligations. Informalities of this 

kindd are also extensive in export activities. 

6.55 IPPK export operations 

Untill  October 2001, timber companies in Indonesia were officially 

permittedd to export logs. As indicated earlier, in the early days of 

ReformasiReformasi such export, though legal, was significantly hampered 

byy the quota system on export volumes and by the export tax 

amountingg to 30 percent of international prices (Bisnis Indonesia 

2000b).. However, these limitations were gradually dismantled. By 

2000,, the quota system was dropped and the export tax was 

reducedd to 10 percent (Bisnis Indonesia 2000b). As a measure to 

furtherr ease regulation timber export activities, in April 2001 in the 

spiritt of on-going regional autonomy the district of Bulungan 

issuedd regulation no. 45 allowing for direct export of timber 

extractedd from village and privately owned forests in the district. 

Despitee criticism by HPH lobby in East Kalimantan and Jakarta, 
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kabupatenkabupaten Bulungan authorities persisted in their autonomous right 

too export logs directly and the neighboring districts took an 

increasingg amount of interest in promulgating similar legislature. 

Thee impact of this regulation was immediate. As already indicated, 

officiall  export of logs trough Tarakan and Nunukan increased 

significantlyy and by mid-2001 export had never been greater. IPPK 

companiess thrived in this new environment, being by far the most 

dominantdominant force (see Table 13). 

However,, Malaysian and Indonesian government officials involved 

inn regulating the timber trade between Sabah and East Kalimantan 

acknowledgee that log exports as officially recorded are only a small 

fractionn of much larger volume that finds its way across the border 

too Sabah, Malaysia169. 

Thee significant timber price differential between Indonesia and 

Malaysiaa indicated earlier (see Table 14) is among the primary 

factorss responsible for this. At least as significant, though, is the 

deepeningg discrepancy between the capacity of the timber 

processingg industry in Sabah and the available domestic supply of 

logs.. Since 1997, the capacity of Sabah's timber industries 

decreasedd steadily as a result of sharply declining domestic 

suppliess of logs that went from 7 million cubic meters in 1997 to 

2.66 million m in 2001. However, the drop in supply of logs was 

muchh faster than contraction is processing capacity, causing a 

169 9 

Interviewss with customs and forestry officials in East Kalimantan and Sabah. 
20011 and 2002. 
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wideningg gap between the available supply of logs in Sabah and 

industriall  demand that increased from 1 million m3 in 1997 to over 

22 million in 2001 (Obidzinski and Palmer 2002; Smith et al 2002). 

Thiss is a very large shortage, and since local forests are nearing 

depletion,, Sabah has littl e choice but to import logs from wherever 

andd by whatever means possible. Sabarf s official trade statistics 

indicatee that in 2000 and 2001, log imports from East Kalimantan 

weree in the order of 150-200,000 m3only (Smith et al 2002). 

However,, forestry officials openly admit that log supply deficit in 

thee state is entirely met with logs smuggled from East 

Kalimantan170. . 

Ass indicated in Chapter 5, the organization that plays a particularly 

activee role in channeling logs from East Kalimantan to Sabah is the 

Barterr Traders Association (BATS) headquartered in the border 

towntown of Tawau. BATS is a cartel, a monopoly organization 

groupingg individual timber traders that specialize in illegal timber 

importss from Indonesia. Its president, Frankie Seng, is the largest 

timberr importer in Tawau, reportedly bringing in between 10,000 

andd 15,000 m3of timber from across the border each month. 

Anotherr major operator, Ling of the Khas Permata Sbd Bhd 

company,, not only brings in logs but also sawn timber from the 

islandd of Nunukan in East Kalimantan171. In all, there are about 40 

integratedd timber-processing complexes in Tawau and in order to 

Interviewss at Sabah Forestry Department headquarters in Sandakan, October 
2001,, April 2002. 

Interviewss with timber traders in Tawau. October 2001, April 2002. 
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supplyy them with logs BATS representatives say they "import" 

aboutt 300,000 m3 for this area alone. In doing so, BATS receives 

significantt institutional support in their endeavors from the largest 

forestt industries lobby in Sabah, the STIA (Sabah Timber 

Industriess Association). This is because key members of the board 

off  directors at BATS simultaneously hold seats at STIA, and are 

thuss being finely in tune with the needs of the state timber 

establishment. . 

Thee timber that BATS imports into the Tawau area is transported 

mostlyy by sea. It enters the Tawau port through two points: 1) the 

easternn side of Sebatik Island and 2) Nunukan island, all logs from 

IPPKss pass Sebatik Island, whereas Nunukan specializes in squared 

logs,, or bantalan. According to BATS, Sebatik records a monthly 

trafficc of 120 native ships carrying timber and Nunukan about half 

thatt number. In addition, log rafts and log barges are hauled in. 

Ass indicated, IPPK log shipments for export travel through these 

areass either entirely without or with "fixed" export documents that 

givee strongly underreported volumes {Kompas 2002b). If such 

shipmentss run into Indonesian Navy or Customs patrols as they 

usuallyy do, each agency is given unofficial payments ranging from 

aa few to hundreds of millions of Rupiah, and the trade continues172 

{Jakarta{Jakarta Post 2001b). Haji Joni of Berau, an accomplished timber 

traderr who, after 1998 invested heavily in the IPPK sector, 

estimatedd that these bribes (which he calls "operational expenses") 

172 2 
Forr similar encounters experienced by timber smugglers of pre-IPPK period, 

seee Chapter 4. 
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addd up to 10 percent of the market value of logs. This is 

substantiallyy less than the official tax obligations and therefore it 

makess economic sense for timber traders . On occasions when 

largee or particularly valuable shipments are at stake, security forces 

(i.e.. police) are "hired" to accompany the shipment to their 

destinationn in Malaysia (Kompas 2002b; Sinar Harapan 2002). 

Uponn entering Malaysian territory, declared volumes of timber are 

issuedd importation certificates at the rate of 10 Malaysian Ringgit 

(USS $ 2.5) per cubic meter and are thus legalized {Daily Express 

2001a,, c). 

Inn addition to smuggling IPPK timber by sea into Sabah for 

domesticc use, Malaysian importers also take in substantial amount 

off  logs from East Kalimantan for transit export to China. Smuggled 

logss from Indonesia are shipped through Tawau to the designated 

transitt port of Labuan on the west coast from where re-export to 

Chinaa takes place174. Direct illegal export of IPPK logs from East 

Kalimantann to China is also undertaken with the use of large sea-

goingg barges that have a capacity of more than 5000 m3. Such 

vesselss are said to be parked in international waters off the coast of 

Eastt Kalimantan awaiting deliveries by smaller boats175. In early 

2002,, China allegedly had about 700,000 m3of Indonesian logs 

stockedd at the docks from Shanghai to Guangzhou. Indonesian 

173 3 

HajiHaji  Joni often complained that even if one wanted to timber business 
honestly,, there are still informal fees that need to be paid in order for the 
paperworkk to move forward. 
174 4 

Thee costs of shipping logs directly to China are US $ 20 per cubic meter, 
whereass to Malaysia US $ 10. Informers seemed to indicate that log shipments to 
Chinaa via Sabah were marginally cheaper than direct shipments. 

Interviewss with timber traders in Sandakan, Sabah, October 2001. 
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tradee records reflected the knowledge of only a small fraction of 

thiss total176. 

Besidess shipping by sea, IPPK operators also send timber to Sabah 

byy land routes. They do so via so-called "rat trails" {jalan tikus), 

illegall  roads in the district of Nunukan that provide access to the 

all-weatherr state road in Sabah running East-West virtually along 

thee entire length of the border with East Kalimantan (Asnawie 

1998;; AFX-Asia 2000: Jakarta Post 2000; Kimman 2000). In some 

places,, it is located less than 500 meters from the borderline. 

Ass with sea-borne shipping, virtually all financing for jalan tikus 

(andd IPPK logging operations associated with them) comes from 

timberr businessmen in Sabah or their partners from other countries. 

Logss transported by such roads are delivered mostly to Kalabakan, 

-- an important timber-processing center west of Tawau. From 

there,, logs are distributed further throughout Sabah, but some are 

alsoo re-exported to China, Korea and Japan. As on sea, log 

shipmentss delivered trough jalan tikus most of the time encounter 

Indonesiann border patrols. However, these too are dealt with 

systematicc "passage fees". 

Becausee the export of IPPK logs has largely been accomplished 

throughh such extensive and systematic payoffs, it is doubtful 

whetherr the Indonesian government's decision in October 2001 to 

re-introducee the log export ban would show immediate results, or 

Interviewss with BATS based timber traders exporting Indonesian logs to 
China,, 2001. 
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anyy at all {Jakarta Post 2001a). The preliminary indications have 

beenn that, while causing some uncertainty and a slow-down in log 

traffic,, this policy is far from accomplishing its goals of stopping 

illegall  trade in IPPK- produced and other timber177. Forestry 

officialss timber traders in East Kalimantan have expressed similar 
170 0 

viewss on many occasions . 

Sincee informal payments govern the trade, the increased presence 

off  Indonesian border officials caused by the imposition of the ban 

meantt such payments would increase accordingly. And they indeed 

havee increased. However, rising payoffs off levels still have not 

beenn enough to make aserious dent in profits and therefore 

discouragee trade. The main market for logs from East Kalimantan, 

i.e.. buyers in Sabah, confirmed this and indicated that log imports 

fromm Indonesia continue despite the ban (Musthofid and Wijaksana 

2002;; Obidzinski and Palmer 2002; Palmer and Obidzinski 2002). 

Traderss based in Sandakan say that the ban in Indonesia has had a 

minimall  effect so far, and cross-border timber trade and IPPK 

timberr operations sponsored by businessmen from Sabah continue 

uninterrupted.. BATS has been somewhat more reserved saying 

thann the ban did cause some disruption179. However, they hoped 

thatt the main factors responsible - i.e. Jakarta's task force stationed 

acrosss in the border in Nunukan - would get tired after some 

monthss and return to their bases, as has happened before. 

Economistss often refer to such gradual slow-down as a "delay factor". In 
theirr view, a delay of this sort does not necessarily indicate the measure's failure. 
II  am indebted for this observation to Richard Dudley. 
178 8 

Interviewss in Samarinda and Berau.April. May 2002. 
179 9 

Intervieww in April 2002. 
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6.66 From kuda-kuda to IPPK concessions: why illegalities do 

continue? ? 

Thee foregoing discussion has made it clear that irregularities such 

ass evasion of official taxation through bribes take place virtually at 

everyy stage of IPPK  operations. As in decades past when banjir kap 

andd kuda-kuda logging and timber smuggling constituted a source 

off  important informal incomes for personal as well as institutional 

needss in the districts, IPPK  concessions seem to continue this 

pattern.. On the annual basis, informal payments of this kind 

translatee into very substantial economic benefits. 

6.6.16.6.1 Informal economic contributions from IPPK logging 

Basedd on the information from IPPK  and district forestry sources 

(Tablee 16), informal economic benefits generated from IPPK 

concessionss far exceed the tax revenue officially collected from 

IPPKK  operations. 

Tablee 16. Informa l payments generated from IPPK timber. 

Payments s 

approvall  of p 

Bulungan n 

Malinau u 

Nunukan n 

for r 

ermits s 

Estimatedd payments (US $) 

2000 0 

142,000 0 

451,000 0 

52,000 0 

2001 1 

August) ) 

311,000 0 

684,000 0 

124,000 0 

(by y 

Taxx receipts ass percentage 

off  informal payments** 

2000 0 

11,000 0 

73,000 0 

Noo Tax 

20011 (by 

August) ) 

16,000 0 

43,000 0 

3,000 0 

Source::  Smith et al (2002). 
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Notes::  Bulungan stands here for the administrative district, not 

forestryy district; Tax receipts are based on SPK levy. 

Thesee informal payments are limited to IPPK license processing 

onlyy and it is clear that at this early stage they have already been 

contributingg substantial amounts to the personal and administrative 

budgetss of the institutions involved. This is also the case when 

timberr is being shipped and exported. A breakdown of profits 

earnedd by different stakeholders at these stages of IPPK operations 

(Tablee 17) illustrates this point well. 

Tablee 17. Profit distributio n from IPPK logging and shipping 

operationss in 2000-2001. 

Villagee Indonesian Local Police, Investor 

kontraktorkontraktor government Army, (Malaysia) 

officialss Navy, 

Customs s 

3-3.55 12 2~2 informal 5-10 23 

paymentt informal 

payment t 

Source::  Smith et al. (2002). 

Consideringg that actual log exports to Malaysia may be at a level of 

upp to 2 million m per year, this would indeed translate into a 

tremendouss amount of income from transport charges. As a result, 

inn most districts IPPK activities have overtaken sawmills in terms 

off  the significance of unofficial financial contributions. 

Complementaryy to this process of generating off-book finances in 
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districtss might have been the desire by IPPK operators to reduce 

productionn costs as a result of depressed international timber prices 

inn 2000, and particularly in 2001. Since informal payments 

constitutee only a fraction of the official tax obligations and since 

thee risks of getting caught are low, the obvious choice has been to 

reducee costs by evading official taxation and by handing out bribes 

insteadd (Smith et al 2002). 

Inn addition to generating economic benefits, IPPKs have developed 

politicall  significance. I illustrate the political potential of small 

concessionn logging with the following account from the district of 

Berau. . 

6.6.26.6.2 IPPK logging as a political tool - the case of F MP L and 

AJRl/ASBBSAJRl/ASBBS in Berau 

Inn Berau, the first organization to realize the economic and 

politicall  potential of IPPKs operated in partnership {kemitraari) 

withh village communities was an NGO called FPLM. The 

organizationn was established in late 1998 by charismatic but also 

enigmaticc individual in the area, Rachman. 

Rachmann is a Bulungan Melayu who began his entrepreneurial 

careerr in the forestry in the district of Bulungan in the late 1980s. 

Hee did not have any specific technical skills or qualifications, but 

hee did posses a valuable asset in the form of talent for polemic and 

publicc oration. The ability to influence and steer the masses, be 

theyy company workers or villagers, was seen as important enough 
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too get him a job in one of timber companies owned by Dedy, one of 

threee "timber kings" in Tarakan who, at that time, worked as a 

supplierr for HPH concessionaries in Bulungan. 

Inn the aftermath of the 1998 political developments in Indonesia, 

Dedyy anticipated emerging opportunities in the forestry sector 

basedd on community jointventures and positioned himself to 

capitalizee on them by setting up a network of "community oriented 

organizations'""  (e.g. yayasan, forum). He wanted to bring these 

organizationss together into alliances, and eventually work 

contracts,, with villages possessing forest areas suitable for logging. 

Att that time, already a few years past his association with Dedy in 

Bulungan,, Rachman was in Berau where he made a name for 

himselff  as a speaker for political change and social justice. He led 

protestss of becak drivers and helped coordinate village 

demonstrationss demanding compensatio HPH concessionaries and 

coalminingg firms such as PT Berau Coal180. His strong position as 

aa champion of the disenfranchised made him perfectly suited for 

Dedy'ss new community based business initiative. 

Onn Dedy's suggestion and with his financial backing, Rachman 

establishedd FPLM in Berau with the declared objective to striring 

forr the socio-economically just development of rural communities 

throughh small-scale logging joint-ventures. Such mission seemed 

bothh respectable and popular. 

1800 Interviews with Mr. Rachman and other local political figures in Berau in 
2000. . 
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Ass plans for FPLM began to take shape in early 1999, Rachman 

andd Dedy were approached by the functionaries (pengurus) of the 

PANN party {Partai Amanat Nasionat) in Berau. They offered 

financiall  and organizational support (particularly with "speeding 

up""  of the concession permits) in return for FPLM's help with 

generatingg support for PAN (particularly in rural areas) for the 

nationall  elections of 1999. Acting as an intermediary, the FPLM 

wass to obtain IPPK concession licenses for villagers under the 

bannerr of PAN. In order to coordinate these efforts, Rachman 

frequentedd PAN party meetings in Surabaya and Jakarta. He met 

withh the party's senior leaders, including chairman Amien Rais, of 

whichh he was very proud of these meeting and displayed photos 

fromm at every available occasion181. 

Otherr yayasans of similar orientation were slow to organize in 

Berau,, giving PAN directorate in Berau hopes of making 

significantt electoral gains in the district dominated by Golkar and 

thee Indonesian Democratic Party of Struggle (PDI-P). The latter, 

whilee campaigning in rural areas, also promised support for village 

cooperativess interested in obtaining forest concession licenses, but 

mostt of these cooperatives (around 24 in total) were already 

contactedd by the FPLM. 

Itt seemed, therefore, that the small concession scheme operated by 

thee FPLM would secure exclusive political benefits for PAN in 

Interviewss at FPLM office in Tanjung Redeb, 2000. 

287 7 



Berau.. However, this did not happen182. The reason for this was not 

thee villages' disinterest in politics or dislike for PAN. In fact, 

Amienn Rais (PAN's leader) was a very popular figure in Berau, 

secondd only to Megawati Sukarnoputri. The problem that affected 

PANN was the gradual marginalization of the political agenda by the 

FPLMM in pursuit of economic interests. 

Rachman'ss drive to increase profits by pressuring village timber 

feess resulted in communities' progressive disillusionment with 

FPLM,, thus significantly undermining PAN's campaign. In the 

casee of FPLM, the political potential of IPPKs would thus remain 

unfulfilled.. Subsequent to the elections of 1999, Rachman's 

organizationn moved on to focus more on the economics of small 

concessionn business (Suara Kaltim 2000b; Kaltim Post 2000m). 

However,, due to his close cooperation with the police in Berau 

(Polres),(Polres), politics were never far away (Kaltim Post 2001a, b, c). 

Afterr the 1999 elections, local yayasan organizations facilitating 

villagee IPPKs began to multiply, attracting the attention of various 

locall  party functionaries. One such new organization was AJRI, a 

groupp that originated from KUD Sipatuo. 

KUDD Sipatuo was established Ruslan in the village of Sambaliung 

inn early 2000 and subsequently it entered into an IPPK contract 

withh the FPLM. The goal was to cut small diameter timber for 

Golkarr emerged as the overall winner in Berau with PDI-P as a 

veryy close second. PAN managed only fifth place. 
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deliveriess to the PT Kiani Kertas pulp and paper mill in 

Mangkajang183.. As the FPLM began reducing the cooperative's 

timberr fees for a variety of reasons, Ruslan decided to part ways 

withh the FPLM, and together with two associates working for the 

locall  bureau of East Kalimantan daily Kaltim Post, he established a 

yayasanyayasan with the somewhat idiosyncratic name of AJRI {Asosiasi 

JurnalisJurnalis Reformasi Indonesia, or Association of the Reformasi 

Journalistss of Indonesia). 

Thee AJRI adopted the same populist rhetoric as whom of 

communityy empowerment through village ventures, such as IPPK 

logging.. However, what differentiated it from the FPLM was that it 

promisedd not to require any predetermined timber fees from 

communities,, settling for sumbangan or voluntary contributions 

fromm villages. This proved economically untenable and in trying to 

findd a solution Ruslan was helped by contacts at the PT Kiani 

Kertass pulp and paper mill . Since the mill was chronically short of 

raww material, the managers were willin g to provide some start up 

capitall  and backing to get community based BBS logging ventures 

offf  the ground184. Mr. Ruslan enthusiastically seized this 

opportunityy and turned AJRI into ASBBS (Asosiasi Suplier BBS, or 

Associationn of BBS timber Suppliers). 

Suchh small diameter timber from natural forest is called BBS (Bahan Baku 
Serpih). Serpih). 
184 4 

Forr more on PT Kiani Kertas and its original owner Mohammad Bob Hassan, 
seee Barr (1998). 
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PTT Kani Kertas also ensured that ASBBS would encounter no 

difficultiess in obtaining IPPK permits by enlisting the help of the 

Berauu charter of the Golkar party and its key member Bupati 

Masdjuni.. In return for his support on the IPPK front, the company 

hadd apparently committed itself to put its weight behind Masdjuni's 

re-electionn bid as Bupati in 2000 {Kaltim Post 20001). Kiani also 

promisedd to be more forthcoming on paying tax obligations to 

districtt authorities rather than to Jakarta and as a throw-in they 

addedd a recreational vill a for Bupati on the island of Derawan. 

Withh Masdjuni's successful re-election as Bupati and the Golkar 

fullyy in power in Berau, it seemed that ASBBS had ideal conditions 

too develop and grow. However, it was nagged by managerial and 

logisticall  (transport) problems. Financially, Kiani could not pay for 

ASBBS'ss timber regularly, due to constant liquidity problems. 

Theree was also the factor of increasing tensions between Kiani and 

Berauu government. Emboldened by re-election success and with 

regionall  autonomy regulations no. 22 and 25 due to take effect in 

Januaryy 2001, Bupati Masdjuni began pressing local forestry and 

miningg companies to pay taxes directly to district authorities and 

relinquishh a portion of corporate shares to district companies 

{Suara{Suara Kaltim 200Id; Kaltim Post 2000t). In doing so, he met with 

somee resistance, particularly from Kiani (Obidzinski and Ban-

forthcoming). . 

Despitee such deteriorating conditions, IPPKs had already been too 

deeplyy entrenched and adaptable. ASBBS reverted to AJRI and 

begann a transition towards cutting hardwoods for export to 
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Malaysia.. They did this in association with Dedy, who facilitated 

contactss and negotiations with Malaysian investors. 

Oncee in late 2000 IPPKs became the subject of increasing criticism 

byy the Ministry of Forestry in Jakarta as too uncontrollable, IPPK 

operatorss reacted quickly by changing the name of logging plots to 

IPKTMM  (Izin Pemanfaatan Kayu Tanah Milik, or license to use 

timberr from privately-owned land)185. They did so in anticipation 

off  an attempt by the Ministry of Forestry (MoF) to revoke district 

authorityy to issue IPPK concessions. Such an attempt indeed took 

placee in September 2000 in the form of a ministerial directive 

{Surat{Surat Edaran Dirjen Pengelolaan Hutan Produksi No. 2 88/VI-

PHT/2000).PHT/2000). However, district authorities in Berau, East 

Kalimantann and other parts of Indonesia refused to comply {Kaltim 

PostPost 2000s). Besides viewing the minister's act as going against the 

spiritt of regional autonomy, they claimed that ministerial 

instructionss were below district regulations in legal hierarchy and 

thereforee were not binding. Another attempt by the MoF in early 

20022 to clamp down on IPPKs was similarly ineffective. 

Clearly,, IPPK operations and the illegalities associated with them 

havee been allowed to flourish because small concession logging 

hass become one of the most important sources of unofficial income 

forr individuals and local government institutions, suprasssing the 

previouslyy dominant sawmill sector. In addition, IPPKs have 

Thee principle difference between IPPK and IPKTM is that the latter is based 
onn letters from HPHs that release parts of those concessions for community use 
(surat(surat pelepasari). 
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provedd very useful politically for the purposes of influencing and 

generatingg support of the local voters. 

6.77 Summary 

Thiss chapter has been devoted to the analysis of the post-1998 

transitionn in Indonesian forestry and its implications for the illegal 

loggingg and trafficking of timber in East Kalimantan. As a result of 

thee fall of New Order regime and subsequent introduction of 

severall  pro-masyarakat policies in forestry, the government 

allowedd the establishment of village timber enterprises based on 

smalll  IPPK concessions. This created an opportunity for small-

scalee kuda-kuda loggers with access to foreign (Malaysian) 

financingg and trade networks to make a transition into legal IPPK 

businesss and to intensify their operations. 

Itt appears, however, that following the entry into the IPPK sector, 

thee operational activities of such timber operators have continued 

too be largely illegal. Such illegalities are clearly present in the form 

off  uneven venture relations with host communities, manipulation in 

workk plans, concession licenses and production reports. In addition, 

thee evasion of government taxes is rampant, and the smuggling of 

timberr for export continues. 

Despitee widespread irregularities, IPPKs have generally been 

supportedd by district authorities, frequently against the wishes of 

thee government in Jakarta. There are two primary reasons for this. 

First,, IPPK logging generates important off-book financial 

292 2 



resourcess for individual and institutional use in districts, far 

exceedingg official budgets and payrolls. This is very important in 

thee context of economic crisis in Indonesia and its lingering effects. 

Second,, in the replay of the situation from 1955 and 1971, village-

basedbased logging concessions of this kind have been also useful for 

politicall  reasons as well. If in 1998 they were an important part of 

thee Reformasi rhetoric benefiting the authorities in Jakarta, 

subsequentlyy such concessions also proved to be a very effective 

tooll  for the purposes of political mobilization and manipulation of 

rurall  masses in outer Indonesia. 

Ass such, the economic importance and political utility of the IPPK 

sectorr continue the trend of kapersiU banjir kap and kuda-kuda 

loggingg from decades past. This is because they constitute key 

elementss in governance in East Kalimantan that, despite post-1998 

changes,, still operates on the principles of dependency relations of 

patronagee and clientelism. 
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CHAPTERR 7 

SUMMAR YY AND CONCLUSIONS 

Inn this thesis I set out to explore the reasons behind illegal logging 

inn Indonesia and explain why this phenomenon continues on such a 

largee and growing scale. Among key problems that have obstructed 

aa more comprehensive understanding of illegal logging is its 

widespreadd perception as a relatively recent development related to 

thee growth of organized crime (oknum) in the context of the 

breakdownn of law and order in Indonesia after 1998. At most, such 

oknumoknum activities are traced back to the late 1980s as HPH related 

abuses. . 

However,, my research has led me to a quite different understanding 

off  the problem and causes behind it. Instead of being a domain of 

criminall  underworld, I have found that illegalities associated with 

timberr and other resources are part and parcel of everyday life for a 

largee number of people in East Kalimantan both for personal 

subsistencee as well as for the operational needs of government 

institutionss in which they are employed. It also became clear that 

thesee widespread illegalities have much greater time depth than is 

commonlyy thought. Furthermore, these are not haphazard criminal 

actss but activities carefully structured around patron-client 

networkss that have historically permeated local government and 

businesss environment not only in East Kalimantan, but in Indonesia 

ass a whole. 
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Thee modern patron-client relations (signifying flexible, cost-benefit 

interactions)) among economic and political elite in Indonesia have 

beenn key in explaining macro-level misuse and degradation of 

forests.. Within such a framework known as the political 

explanationn of deforestation, the intra-elite ploys have relied on 

forestt as a commodity with which to generate political support, 

gainn loyalty and exercise power. This has been the case in medium 

andd lower administrative levels as well. However, the important 

differencee has been that patron-client relations associated with 

illegall  logging activities in East Kalimantan have also been highly 

significantt in generating supplementary subsistence income for 

individuall  as well as institutional use. In fact, in many parts of East 

Kalimantann illegal logging has been an important element 

contributingg to the very functioning of local and regional 

governmentt institutions. Within such localized settings, patron-

clientt relations at grass-root bureaucratic levels seem to lack the 

verticall  distance and are more like reciprocal exchange 

arrangementss or clientelist partnerships. 

Thus,, in this thesis I sought to widen the understanding of patron-

clientt relations by showing that dependency interactions associated 

withh illegal logging are not only significant politically, but are also 

cruciall  for economic functioning of the state in rural Indonesia. I 

didd so by accounting for the specific roles that illegal logging has 

historicallyy served, identifying the stakeholders involved and 

explainingg how they have been benefiting from illegal logging 

activities.. I expected that such an analysis would lead to a better 

understandingg of the current state of rampant and seemingly 
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unstoppablee nature of illegal logging in Indonesia and offer 

possiblee solutions. 

Inn the colonial period of indirect rule, shrinking economic bases 

availablee to the native states with which to prop their legitimacy 

wass the primary factor behind illegalities in the forestry sector. 

Priorr to 1934, sultans distributed logging rights for a fee to court 

connectedd dignitaries, established pribumi traders, peranakan 

Chinese,, and Japanese as well as European companies. These 

subcontractedd the work to local Chinese and Malay traders of lesser 

staturee who carried out the work through opkoop from native or 

hiredd loggers. Following the 1934 ban on opkoop, the practice 

continuedd with littl e change as concession license holders passed 

thee work to the same chain of subordinate clients. However, the 

Japanesee invasion in 1942 and subsequent occupation completely 

immobilizedd the timber sector as well as other sections of the 

economy. . 

Turningg to the post 1945 period in East Kalimantan, we see that the 

regionn came out of the Japanese occupation between 1942 and 

19455 in ruin. Subsequent economic crisis necessitated the 

decentralizationn of forest exploitation policy and re-legalization of 

opkoopopkoop practices. In the mid 1950s, the authority to exploit forests 

forr timber in East Kalimantan was again vested with provincial and 

districtt swapraja authorities (largely comprised of former ruling 

classes)) as an incentive to cooperate and generate political support 

forr major political parties in the 1955 elections as well as loyalty to 

thee central government. 
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Functionally,, the illegal economic system based on timber in the 

1950ss was similar to that prior to 1934, with swapraja authorities 

occupyingg the top position as distributors of logging licenses to 

clientss capable of turning them into profit. The significant 

differencee was that Chinese tauke enterprises in the 1950s were 

dominatingg the implementing aspect of logging to much greater 

extentt than before the war. As a result of progressive economic 

deteriorationn in East Kalimantan, illegal timber economy became 

cruciall  for individual livelihoods needs as well as daily functioning 

off  government institutions. 

Inn the late 1950s and early 1960s, swapraja ruling classes in East 

Kalimantann were deposed by the military which became the key 

beneficiaryy of the informal timber economy that grew ever more 

extensive.. Impossible macro-economic conditions resulting from 

nationalistt monopolies in Indonesian trade resulted in the situation 

wheree the black market became the rule of the day. Concurrent 

anti-Chinesee policies led to restrictions on Chinese enterprise in 

hinterlandd and rural areas of East Kalimantan. This necessitated the 

incorporationn of "bumiputra fronts" by tauke enterprises that 

wishedd to continue with business. 

Thee post 1966 changes and the onset of New Order government of 

Generall  Suharto did not bring many changes to the supplementary 

significancee of illegal logging in East Kalimantan. Illegal 

economiess of all kinds raged in the region as a result of economic 

collapsee of the closing years of Sukarno's Old Order and the new 
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regime'ss need to establish political stability and loyalty. In such 

circumstances,, illegal economic activities constituted the price the 

centrall  government had to pay for securing cooperation of local 

militaryy power-holders acting as patron figures for tauke 

enterprisess that sprang back to life following the removal of anti-

Chinesee commercial legislature. The banjir kap timber boom in 

Eastt Kalimantan was to a large extent an illegal economic sector of 

thiss kind. The local military figures reciprocated in kind by 

generatingg the vote turnout leading to a resounding victory of 

Suharto'ss Golkar party in the 1971 elections. 

Ass a result of subsequent solidification, the New Order regime 

movedd in to secure a greater share of timber wealth in East 

Kalimantan.. Consequently, illegal logging was marginalized by 

largee HPH concessions but never entirely eliminated as it showed a 

greatt deal of resilience during the economic downturn of 1973-

19744 and subsequent adaptability as a supplier for emerging 

sawmilll  and plywood industries in Samarinda. The provincial and 

districtt bureaucracies, where the military continued to be a 

significantt player, carried on with patronage arrangements for 

tauketauke entrepreneurs who managed most of illegal logging and 

illegall  timber trade activities in the area. Economic contributions 

thuss generated helped ensure political mono-loyalty to Golkar until 

1998.. In many districts, significant level of loyalty to Golkar has 

beenn maintained by such means until today. 

Whenn looking further into East Kalimantan case, I focus on the 

districtt of Berau where I trace the historical development of its 
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illegall  timber sector in greater detail. Here too the indirect rule 

policyy adversely influenced the (shrinking) authority of sultans in 

Gunungg Tabur and Sambaliung through gradual elimination of the 

pusakapusaka system and associated with it cukai contributions. The 

sultanss continued to derive profits from timber through the 

outlawedd opkoop system by passing on SMP logging contracts to 

courtt dignitaries and confidantes, who sub-contracted Chinese 

tauketauke or Malay traders to do the work. The latter employed local 

nativess {bevolkingskap) as well as occasional Javanese or Chinese 

cooliess to carry out the logging. 

Thee Japanese occupation of Berau was a very difficult period of 

economicc hardship and social as well as political repression. 

Followingg the Japanese defeat in 1945, the area faced a multi-

dimensionall  crisis caused by near complete destruction of SMP 

coalminescoalmines in Teluk Bayur that constituted the heart of Berau's 

economy.. SMP eventually resumed operations but never achieved 

productionn levels comparable to those from before the war and, as a 

result,, its multiplier effect to other sectors was much reduced as 

well.. Fewer mine-related employment opportunities and generally 

worseningg economic conditions led to the redundant labor force 

beingg absorbed by, to large extent illegal, trading enterprises, of 

whichh copra, timber and dried fish were most significant ones. 

Thee illegal timber sector in Berau continued to expand in 

subsequentt years and it became increasingly significant for district 

commercee as a whole. In the run up to the 1955 elections, PNI 

overlookedd its revenue potential and generally ignored Berau as the 
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areaa that in its view was politically of secondary or tertiary 

significance.. Finishing third behind NU and Masjumi, PNI quickly 

regainedd the political initiative in the district by aiding swapraja 

functionariess in Berau to secure the transfer of SMP coalmines 

fromm retreating Dutch to the district holding company (perusda). 

However,, the transfer of coal mines to perusda Berau and their 

subsequentt sub-contracting to tauke entrepreneurs for management 

purposess did nothing to improve the overall situation in the district, 

ass it was quickly sliding into the chaos of nationalistic economic 

policiess of Indonesia under Sukarno. Abortive benteng ventures, 

restrictionss on tauke businesses and resultant stratagems employing 

"front""  bumiputra firms all led to virtual replacement of the official 

economyy with illegal sectors that provided the only workable 

businesss environment. As swapraja loyalists in Berau were 

supplantedd with associates of the leftist military commandant of 

Eastt Kalimantan Suharjo in the early 1960s, illegal economies 

constitutedd a veritable necessity in the economic environment 

wheree literally nothing worked. As such, they were important for 

sustainingg political loyalty to the central government as well. 

Thee banjir kap boom unfolded in Berau in the situation of 

continuingg economic chaos that rendered illegal economies 

expedientt for individual as well as institutional survival. Despite 

fiscall  decentralization, Berau was able to cover only a very small 

fractionn of its budgetary needs and with not much more being 

providedd by Jakarta, illegal economies were the only resort. Timber 

taxx (cukai kayu), collected by district "point men" in the form of 

"donations""  from logging operations, was by far the most 
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significantt source of funding. And logging activities grew apace, 

coordinatedd by the district's military-bureaucratic administration as 

patronss and Chinese tauke enterprises, emerging from the forced 

retreatt of preceding years, as the implementing party. 

Golkarr recorded a major victory in Berau in 1971, in no small part 

duee to banjir kap liberties in the district. As a result, despite official 

eliminationn of banjir kap later the same year in favor of HPH 

concessions,, small-scale logging persisted for a considerable time 

too come, as HPHs were slow to establish operations in the area. 

TaukeTauke entrepreneurs (pengusaha-pengusaha) who dominated 

loggingg boom prior to the introduction of HPHs were allowed an 

amplee room for transition and adjustment, as they operated through 

muchh of the 1970s side-by-side with HPHs. 

Inn the late 1970s and early 1980s, the former banjir kap network in 

Berauu finally settled in the emerging sawmill sector, which quickly 

becamee the main source of unofficial income in the district due to 

thee appropriation of timber tax as well as other non-timber forest 

productss taxes by the central government in Jakarta. The 1984 log 

exportt ban provided a boost to the fledgling sawmill sector in 

Berau,, as alignment with national development priorities and 

officiall  perception of sawmills as providers of employment for 

unskilledd labor {rakyai) shielded them from sanctions for 

illegalities. . 

Underr the leadership of descendents of banjir kap entrepreneurs 

protectedd by security forces and local bureaucracies, the sawmill 
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sectorr in Berau grew dynamically throughout the 1980s and 1990s 

andd continued to be the mainstay of illegal logging in the area. 

Lett us now penetrate the intricacies of the formation and 

functioningg of the clientelist constellations of stakeholder 

associatedd with the illegal timber economy in Berau. This is best 

donee by tracing personal fortunes and interactions of a sawmill 

entrepreneurr by the name Samson from the mid 1990s to the 

present. . 

Samson'ss enterprise shows how virtually every stage of sawmill 

operationss is marked by the involvement of local security 

apparatus,, government bureaucracies and leading members of local 

businesss community in the role of sponsors or patrons. Distribution 

off  benefits to such patron figures in exchange for protection takes 

placee from the moment sawmills are opened, extending through 

banjirbanjir kap-Vike procurement of raw material, processing of logs and 

smugglingg the product outside the district. 

Thee case also shows how larger scale smuggling operations work in 

virtuallyy identical manner, steered by locally prominent 

entrepreneurss working together with tauke "strong men" in the 

region.. Both sawmill operations and the smuggling of logs emerge 

ass paramount in supplementing official incomes for individuals and 

locall  government institutions. 

Illegall  logging activities continued to be significant in recent times. 

Ass in the post 1998 period scores of kuda-kuda operators in East 
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Kalimantann made a transition to IPPK logging in community 

concessions,, illegal timber sector intensified tremendously. This 

happenedd because, in the replay of conditions from the early 1950s 

andd 1970s, illegal timber sector in the form of small concessions 

turnedd out to be extremely valuable in terms of generating the 

informall  income. In this regard, small concessions have surpassed 

thee previously dominant sawmill sector. Illegal logging through 

villagee concessions has been equally important for the purposes of 

politicall  mobilization of the rural masses. Just as in 1955 and 1971, 

thee 1999 elections in East Kalimantan have clearly shown how 

illegall  logging was instrumental in generating the rural vote and 

influencingg its direction. 

Cumulatively,, for the most of last century illegal logging in East 

Kalimantann has constituted a historical process that developed from 

thee practical need of local government institutions and individual 

officialss of using illegal timber as a "supplement" to fulfil l 

livelihoodd needs and pursue political interests. Achieving economic 

andd political objectives by evading taxation and maximizing returns 

throughh "informal fees" from logging and shipping of timber 

becamee a near-official government policy. Such practices became 

thee corner stone of logging in East Kalimantan that has historically 

beenn conducted through clientelist networks involving regional 

elites,, foreign capital, local entrepreneurs (tauke, haji) as well as 

regionall  and national government institutions. 

Post-Reformasii  policies have sought to change this system. 

However,, they only succeeded in exposing how monopolistic the 
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timberr sector had become and how the regional stakeholders are 

stilll  able to continue to operate along the lines of the old system. 

Thee only differences are its external forms and representations. 

Iff  the illegal logging sector in East Kalimantan and Indonesia as a 

wholee is to stop, one has to provide an alternative to the functions it 

playss within patron-client networks that span local and regional 

governmentt institutions. Proper wage system for civil servants, 

policee and military is necessary as well as a new way for the 

officialss to earn legitimacy that is based on popular support rather 

thann collusion. In the context of post 1998 decentralization and 

autonomy,, economic and financial incentives could be provided to 

regionall  governments in order to reward those districts and 

provincess that retain the forest cover. The capacity building at 

mediumm and grass-root bureaucratic levels is critical for 

underminingg the long-standing system of patronage and clientelism 

andd foster the culture of performance based on merit, skill and 

professionalism.. This in turn, would aid legal stability in the 

countryy and improve critically need law enforcement. All these 

measuress would have to be undertaken side by side with a deep 

restructuringg of the Indonesian forestry sector aimed at restoring 

thee balance between the supply and demand. 

Indeed,, there is a long way to go to create such conditions. 
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APPENDIXX 1 

Loggingg concessions in Southeast Borneo in the late 1930s. 

Sources:: Van Suchtelen (1933), Moggenstorm (1937) and Israël 

(1938). . 

Location n 

EASTT KUTAI 

Industriall  concessions 

(concessies) (concessies) 

Sangkulirang g 

Kutaii  Lama North 

Kutaii  Lama South 

Smalll  concessions 

(kapperceelen) (kapperceelen) 

Sungaii  Buluh 

Lempake e 

Sungaii  Senbara 

Loaa Jalan 

Papangg Kira 

Sungaii  Karangasam 

Sungaii  Karangasam 

Bukuan n 

Sungaii  Bambangan 

Sungaii  Mangka 

Sungaii  Bantuas I and II 

Area/hectare e 

49,511 1 

2,771 1 

2,066 6 

3,200 0 

317 7 

5,000 0 

2,550 0 

600 0 

150 0 

2,450 0 

3,200 0 

2,000 0 

2,789 9 

6,820 0 

Licensee Holder 

NRKK K 

BPM M 

BPM M 

M.. Petrosian 

Oeyy Ho Sioe 

Oeyy Ho Sioe 

Oeyy Ho Sioe 

Geoyy Tjin Hoey 

HajiHaji  Badaruddin 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Salman 
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Sungaii  Smabutan 

Pelarangg Hulu 

Loaa Bakung 

Pelarangg Hili r 

Sungaii  Muang 

Pelonten Pelonten 

Sungaii  Mangkudjanang 

Loaa Lai 

Kampungg Baru 

Ai rr Putih 

Sungaii  Kambang 

Sungaii  Samboja 

Gunungg Tandui 

WESTT KUTAI 

Smalll  concessions 

(kapperceeleri) (kapperceeleri) 

Maradai i 

Sungaii  Sedulang 

Sungaii  Loa 

Sungaii  Waru Kiri 

Sungaii  Telaga 

Sungaii  Telen 

1,915 5 

3,470 0 

2,150 0 

4,700 0 

5,600 0 

1,450 0 

1,015 5 

1,430 0 

3,020 0 

1,650 0 

4,900 0 

1,200 0 

1,500 0 

1,790 0 

6,800 0 

3,880 0 

10,800 0 

12,400 0 

262,8000 (?) 

HajiHaji  Djamil 

Ondot t 

Mi .. Abas 

Mi .. Sahide 

Djakaria a 

Idjoek k 

Toekatjil l 

Sohot t 

Mahidin n 

Utukk Barnol 

Mili k k 

Mi .. Arsad 

Situng g 

M.P.. Petrosian 

M.P.. Petrosian 

Borsumij j 

Nadyer r 

H.. Yamaka 

H.. Yamaka 
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Muar aa Ancalong 

Sungaii  Banjir 

Sungaii  Bliwi t 

Sungaii  Tanjau 

Sungaii  Sebuwi 

Sungaii  Bakungan 

Jambajan n 

Tratak k 

Sungaii  Pelau 

Sungaii  Kojor i 

Loaa Besar 

Perigi i 

Kihamm Long Lo 

Sungaii  Jambajan 

Sungaii  Penson 

Mamung g 

Muar aa Gitam 

Sebukuu I, II , II I 

Sungaii  Mamai 

Sungaii  Separi 

Sungaii  Sebulu I and II 

--

42,400 0 

4,000 0 

12,200 0 

13,200 0 

27,600 0 

450 0 

3,780 0 

5,000 0 

6,500 0 

5,000 0 

2,300 0 

1,125 5 

6,000 0 

2,750 0 

3,280 0 

1,280 0 

1,540 0 

11,550 0 

5,950 0 

3,780 0 

6,750 0 

1,570 0 

H.. Yamaka 

H.. Yamaka 

H.. Yamaka 

H.. Yamaka 

H.. Yamaka 

Li mm Cing Hong 

Oeyy Hoe Sioe 

Oeyy Hoe Sioe 

Tann Kong Liem 

Tann Kong Liem 

Thee Hong Hin 

Tann Cui Kai 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdulgani 

HajiHaji  Abdurrahman 

HajiHaji  Taib 

HajiHaji  Samsudin 
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Sungaii  Mbalut 

Sungaii  Hatapi 

Sungaii  Sim bat 

Sungaii  Separi 

--

Tg.. Langkap 

Sungaii  Muara Kano I and II 

Huluu Sungai I and II 

Sungaii  Hapai L/Sungai 

Lanjauu II 

--

--

Sungaii  Suka-Kira 

--

Loaa Besar 

Landap p 

Tecayan n 

Sungaii  Baka Kiwa 

Sungaii  Bedulang 

BALIKPAPA N N 

Industria ll  concessions 

(concessies) ) 

Sepingan n 

Taritik k 

Bataken n 

Mamangg Sesup 

Manggorr I and II 

3,670 0 

2,785 5 

2,300 0 

1,130 0 

10,860 0 

3,260 0 

8,480 0 

8,480 0 

5,720 0 

2,900 0 

2,960 0 

2,500 0 

9,640 0 

1,340 0 

4,200 0 

4,200 0 

2,718 8 

9,640 0 

1,368 8 

1,600 0 

1,940 0 

800 0 

4,700 0 

Daud d 

Lei i 

Bidin n 

Abdulmutahb b 

Jamal l 

Duel l 

G.. Dachlan 

Tuman n 

Kutai i 

Naramatrawijaya a 

M.S.. Wengeo 

Amirr bin Kelak 

Anga a 

Abdulhai i 

Masur r 

Matlina a 

Mahmud d 

Sugu u 

BPM M 

BPM M 

BPM M 

BPM M 

BPM M 
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Boboll  Bangkim 

Smalll  concessions 

(kapperceelen) (kapperceelen) 

Mantawir r 

Lampasung g 

Sumbir r 

Sepakuu Sanggawi 

Tonginn Semai 

Manjangur r 

Soloo Cina 

Botexx I 

Botexx II 

Botexx Sepan 

Botexx III 

Rikol l 

Rikoo II 

Pulauu Bekang 

Setiaa Usaha 

Saloweng g 

Rikoo Karmin 

Pemalusan n 

Sungaii  Minum 

Pengharapan n 

Tumann Mangu 

Selimbung g 

TARAKAN/BULUNGA N N 

Smalll  concessions 

2,800 0 

1,000 0 

1,200 0 

1,200 0 

4,500 0 

4,500 0 

4,500 0 

300 0 

525 5 

500 0 

2,800 0 

600 0 

1,800 0 

5,000 0 

250 0 

950 0 

1,300 0 

1,397 7 

3,622 2 

600 0 

1,445 5 

850 0 

550 0 

J.R.. Kraukman 

BPM M 

BPM M 

BPM M 

BPM M 

BPM M 

BPM M 

Botex x 

Botex x 

Botex x 

Botex x 

Botex x 

AJ.. Bruimier 

AJ.. Bruimier 

AJ.. Bruimier 

HajiHaji  Busrah 

HajiHaji  Arsan 

HajiHaji  Marun 

HajiHaji  Tepa 

HajiHaji  Hasin 

Hadi Hadi 

A.. Dipung 

Laa Haseng 
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(kapperceelen) (kapperceelen) 

Pulauu Tibi 

Tg.. Keris 

--

Tg.. Keris 

Pulauu Pajau 

Pulauu Tibi 

Sianjong g 

PAS1R R 

Smalll  concessions 

(kapperceelen) (kapperceelen) 

Tujukk North 

Tujukk South 

Tujukk II I 

Kelasai i 

Sesuluu I 

Lemensentu u 

H.. Genting 

Sesuluu II 

Padangg Asam 

Kendor r 

Mungkor r 

Apar r 

Raba a 

Total l 

600 0 

4,950 0 

3,850 0 

2,780 0 

3,720 0 

3,030 0 

500 0 

3,500 0 

3,500 0 

3,500 0 

3,500 0 

500 0 

100 0 

1,000 0 

500 0 

200 0 

200 0 

200 0 

200 0 

200 0 

758,809 9 

HajiHaji  AH 

HajiHaji  Ali 

HajiHaji  Saleh 

HajiHaji  Saleh 

Abdullah h 

Abdullah h 

Abdullah h 

Yukimoto o 

Yukimoto o 

Yukimoto o 

Yukimoto o 

Ajii  Ali p 

S.. Hamid 

H.. Busra 

Ajii  Ali p 

Mantang g 

Lanci i 

Dangkang g 

Ituk k 

Laa Dalong 
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APPENDIXX 2 

Exportt of timber from North Borneo, 1947-1963. Sources: North 

Borneoo Annual Report 1959, North Borneo Annual Report 1960, 

Northh Borneo Annual Report 1963. 

Yearr Volume (million cubic feet) 

19477 L5 

19488 2.8 

19499 3 

19500 3.2 

19511 2.5 

19522 2.7 

19533 4.5 

19544 9.2 

19555 13.2 

19566 15.7 

19577 21.9 

19588 26.3 

19599 39.5 

19600 50.2 

19611 63.1 

19622 68.8 

19633 83.3 

311 1 



APPENDIXX 3 

Smalll  logging concessions (kapersil) in East Kalimantan in 1967 

basedd on the Regional Regulation No. 9 of 1963. Source: 

Monografii  Kaltim (1968). 

Location n 

KUTA I I 

Kec.. Long Bagun 

Kec.. Long Iram 

Kec.. Melak 

Kec.. Barong Tongkok 

Kec.. Muara Muntai 

Kec.. Tabang 

Kec.. Kembang Janggut 

Kec.. Damai 

Kec.. Muara Wahau 

Kec.. Muara Ancalong 

Kec.. Muara Bengkal 

Kec.. Muara Kedang 

Kec.. Muara Kaman 

Kec.. Kahala 

Kec.. Kota Bangun 

Kec.. Tenggarong 

Kec.. Sebulu 

Kec.. Loa Kulu 

Kec.. Loa Janan 

Numberr of 

concessions s 

6 6 

29 9 

5 5 

1 1 

1 1 

9 9 

10 0 

5 5 

7 7 

8 8 

11 1 

3 3 

17 7 

1 1 

4 4 

11 1 

10 0 

9 9 

4 4 

Totall  Area (ha) 

9,500 0 

36,500 0 

11,500 0 

4,500 0 

5,000 0 

15,000 0 

16,000 0 

18,000 0 

5,000 0 

5,000 0 

18,000 0 

5,000 0 

26,500 0 

1,000 0 

8,250 0 

20,000 0 

9,000 0 

8,000 0 

9,250 0 
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Kec.. Sanga Sanga Dalam 

Kec.. Palaran 

Kec.. Anggana 

Kec.. Muara Badak 

Kec.. Bontang 

--

Subtotal l 

BALIKPAPAN/PASI R R 

Kec.. Tanah Grogot 

Kec.. Kuaro 

Kec.. Pasir 

Kec.. Balikpapan 

Kec.. Samboja 

Kec.. Penajam 

Subtotal l 

BERAU/BULUNGAN N 

Berau u 

Total l 

2 2 

4 4 

6 6 

4 4 

15 5 

31 1 

213 3 

1 1 

1 1 

1 1 

3 3 

10 0 

13 3 

29 9 

3 3 

245 5 

4,000 0 

3,200 0 

26,000 0 

9,500 0 

65,500 0 

107,000 0 

447,200 0 

5,000 0 

5,000 0 

10,000 0 

3,300 0 

45,100 0 

38,700 0 

107,100 0 

30,000 0 

584,300 0 
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APPENDIXX 4 

Smalll  logging concessions in East Kalimantan during the banjir 

kapkap boom of 1968-71. Sources: Monografi Kaltim (1968), 

Monografii  Kaltim (1969) and Monografi Kaltim (1972). 

Company y 

Anharr & Co 

Aziss Hassan 

Cupliee Cs. 

CVAde e 

CVV Bahagia 

CVV Batang Karang 

CVV Bintang Baru 

CVV Bintang Baru 

CVV Bintang Mars 

CVV Bintang Mars 

CVV Bumiaju 

CVV Bumiaju 

CVV Dwiwarna 

CVV Dwiwarna 

CVV Gani Mulia 

CVV Gelora 

CVV Golden Timber 

CVV Gunung Jati 

CVV Gunung Murai 

CVV Harapan Baru 

CVV Hasanie Lumber 

Areaa (ha) 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

7,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

5,000 0 

7,500 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

4,000 0 

10,000 0 

Location n 

Sungaii  Tuang 

Marimun n 

Sungaii  Lasan 

Sungaii  Boh 

Sungaii  Rewak 

Sungaii  Tali say an/Sungai 

Laleh h 

Ngayau u 

Sendawa a 

Menamangg Kiwa 

Tabang g 

Sungaii  Kedang Pahu 

Sungaii  Kedang Pahu 

Sungaii  Lawa 

Gentingg Tanah 

Bontang g 

Tabang g 

Sungaii  Beliwit 

Marimun n 

Sungaii  Kedang Pahu 

Bontang g 

Kedangg Pahu 
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CVV Hijau Mas 

CVV Indexim 

CVV Jaya Mas 

CVV Jaya Mas 

CVV Jaya Mas 

CVV Jaya Usaha 

CVV Kalimantan 

Development t 

Corporation n 

CVV Kalimantan Timber 

CVV Karya Usaha 

CVV Kayu Mas 

CVV Kayu Mas 

CVV Kayu Mas 

CVV Kayu Mas 

CVV Long Iram 

CVV Lumberda 

CVV Madya 

CVV Madya 

CVV Mahakam Raya 

CVV Marinda 

CVV Marintilogs 

CVV Marok 

CVV Marok 

CVV Naga Mas 

CVV Paku Mas 

CVV Pantai Mas 

CVV Rahayu 

CVV Rahayu 

7,500 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

5,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

Bontang g 

Sungaii  Lawa 

Sungaii  Enggelam 

Sungaii  Tuang 

Sungaii  Kelawit 

Bontang g 

Memahakk Tebo 

Sungaii  Kelawit 

Sungaii  Lawak 

Bontang g 

Sungaii  Alan 

Sungaii  Beliwit 

Jembayan n 

Marimun n 

Kedangg Pahu 

Sungaii  Berambai 

Sungaii  Berambai 

Sungaii  Tuang 

Bontang g 

Sungaii  Jintan 

Longg Pahangai 

Longg Apari 

Sungaii  Alan 

Sungaii  Len 

Senyur r 

Sungaii  Ngayau 

Sungaii  Ngayau 
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CVV Rahayu 

CVV Ray a Bam 

CVV Rimba Nyata 

CVRinda a 

CVV Roda Mas 

CVV Sarijaya 

CVSDR R 

CVV Sembilan 

CVV Sentosa 

CVV Silvana 

CVV Silvana 

CVV Sribuoyo 

CVV Suaka Ray a 

CVV Sumber Alam 

CVV Sumber Baru 

CVV Sumber Baru 

CVV Tabah 

CVV Tri Karya 

Cvv Tunas 

Fa.. Adha 

Fa.. Adha 

Fa.. Alga 

Fa.. Alga 

Fa.. Kali Mas 

Fa.. Kalimas 

Fa.. MSK 

Fa.. MSK 

Fa.. MSK 

8,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

7,500 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

5,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

Sungaii  Ngayau 

Ratah h 

Sungaii  Beliwit 

Marimun n 

Gentingg Tanah 

Sungaii  Kelawit 

Sungaii  Kasai/Sungai 

Lingan n 

Kedangg Pahu 

Sungaii  Belayan 

Sunagii  Bengen 

Sungaii  Bengen 

Loaa Kulu 

Sungaii  Tuang 

Gentingg Tanah 

Sungaii  Bengen 

Sungaii  Len 

Loaa Kulu 

Bontang g 

Memahakk Tebo 

Batukelau u 

Muaraa Mau 

Marimun n 

Marimun n 

Sungaii  Layah 

Sungaii  Layah 

Bontang g 

Sungaii  Boh 

Sungaii  Nyaan 

316 6 



Fa.. MSK 

Fa.. MSK 

Fa.. MSK 

Fa.. RDR 

Fa.. Sewarga 

Fa.. Sumber Mas 

Fa.. Sumber Mas 

Fa.. Sumber Mas 

Fa.. Sumber Mas 

Fa.. Swarga 

Fa.. Taneco 

Fa.. Trijaya 

Indonesiann Timber Coy 

Indonesiann Timber Coy 

Kep.. Kpg. Bontang 

Kp.. Kpg. Muyub 

M.. Alimin 

MumuI/M.Yusuf f 

Munajii  Cs. 

PDD Perhutada 

Pejanda a 

Pejanda a 

Perhutada a 

Perjanda a 

PTT Astuty Kusno 

PTT Cita 

PTT Dirgahayu 

PTT Gunung Mas 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

6,250 0 

10,000 0 

10,000 0 

10,000 0 

7,500 0 

10,000 0 

10,000 0 

5,500 0 

10,000 0 

10,000 0 

10,000 0 

4,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

Sungaii  Batupanjang 

Jembayan n 

Jembayan n 

Sungaii  Layah 

Batalbiba a 

Sungaii  Ogah 

Kedangg Pahu 

Kedangg Pahu 

Sungaii  Belayan 

Sungaii  Baai/Sungai 

Karangan n 

Sungaii  Riko/Nikai 

Sungaii  Berambai 

Sungaii  Boh 

Sungaii  Boh Kin 

Bontang g 

Sungaii  Jintan 

Bontang g 

Bontang/Sungaii  Menu 

Sungaii  Lasan 

Jembayan n 

Sungaii  Meribu 

Sungaii  Meribu 

Bontang g 

Bontang g 

Kelapak k 

Bontang g 

Marimun n 

Sungaii  Perak/Laleh 
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PTT Gununganjer 

PTT Kristal 

PTT Kristal 

PTT Porodesa 

PTT Porodisa 

PTT Wakid 

PTT Wakirasari 

UDD Sampuma 

Udul l 

Veterann Grogot 

W.M.. Lilipaly 

Yayasann Pendidikan 

Kristen n 

Yayasann Pengadilan 

Negeri i 

Yayasann Trijaya 

Zainall  Corp. 

Total l 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

10,000 0 

1,148,750 0 

Sunagii  Len 

Sungaii  Enggelem 

Sungaii  Layah 

Bontang g 

Bontang g 

Marimun n 

Tabang g 

Sungaii  Pantun 

Tagabolong g 

Babull  u 

Sungaii  Berambai 

Sungaii  Kahala 

Sungaii  Puak 

Siau u 

Sungaii  Lawa 
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APPENDIXX 5 

Researchh Methodology 

Thee research methodology, data collection and analysis for this 

thesiss involved two major stages. The first one involved fieldwork 

undertakenn in association with CIFOR (Center for International 

Forestry)) and BFMP (Berau Forest Management Project) over the 

periodd of 12 months in three districts of East Kalimantan (Berau, 

Malinauu and Pasir), which was aimed at assembling a 

comprehensivee picture of the operational dynamics of the illegal 

timberr sector in the province. The second stage entailed 

contextualizingg the fieldwork material with archival/historical 

sourcess and other literature. 

Thee purpose of the fieldwork in the selected areas of East 

Kalimantann in 1999 and 2000 was to construct a detailed account 

off  illegal logging as a functioning system of participants involved 

inn economic, social and political interactions. The objective was to 

exploree these interactions and explain how the system worked. This 

meantt that entire interlocking chain of activities involved in illegal 

timberr sector such as logging in the forest, shipping timber 

downstream,, sawmill processing and shipping the processed wood 

outt of the area either for domestic market or export had to be 

studied.. Along the way, main actors at each stage had to be 

identifiedd and relations between them understood. 
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Inn order to carry out this research, I enlisted the help of local 

assistantss with connections and acquaintances among timber 

operators.. My fraternization with the businessmen of all kinds in 

Berauu also greatly facilitated the task of gaining access to the right 

people,, places and facilities. However, since the illegal timber 

dealingss are generally based on very littl e or no paperwork, I had to 

relyy extensively on interviews as the primary source of information. 

WhileWhile it is often said that research on illegal logging and timber 

smugglingg in Kalimantan and other parts of Indonesia is daunting 

andd can even be dangerous due to direct contact with the 

perpetrators,, I found that once appropriate access network is in 

placee as a result of the prolonged socialization and non-

confrontationall  approach, most of the time people involved in 

illegall  logging are willing to allow an inside look into their 

activities.. Still, it was necessary to frequently crosscheck the data 

andd for the purposes of this thesis every effort was made to 

triangulatee the information as often as possible. 

Followingg the fieldwork, I spent several months delving into the 

archivall  sources and other literature in order to place the fieldwork 

materiall  within wider historical and socio-political perspectives. 

Thiss was because while still in East Kalimantan, I began noticing 

surprisingg continuities in the way illegal logging operated vis-a-vis 

thee banjir kap of the 1960s and 1970s. Also, old individuals in 

Berauu would recall strikingly similar images of logging and 

arrangementss associated with timber trade from the colonial period. 

Ass a result, I felt compelled that contextualization of the 

contemporaryy material with the historical data was a crucial step to 
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producee a diachronic and comprehensive explanation of the 

phenomenonn of illegal logging and its causes. 
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SAMENVATTIN G G 

Inn dit proefschrift tracht ik te onderzoeken waarom, ondanks 

toewijdingg van de Indonesische overheid, NGO inspanningen en 

internationalee druk om corruptie en andere misstanden in bosbeheer 

inn te tomen, illegale houtkap op grote en groeiende schaal wordt 

voortgezett in Indonesië. Eén van de kernproblemen die de 

ontwikkelingg van een ruimer begrip van het fenomeen der illegale 

houtkapp heeft belemmerd is diens wijdverbreide perceptie als een 

relatieff recentelijke ontwikkeling gerelateerd aan de groei van 

georganiseerdee criminaliteit (oknurri) in de context van het instorten 

vann orde en gezag in Indonesië na 1998. Dergelijke oknum 

activiteitenn worden hoogstens teruggevoerd tot het einde van de 

jarenn '80 als HPH gerelateerde misstanden. 

Echter,, mijn veldwerk en hierop volgende studie van het probleem 

leidenn me tot een wezenlijk ander begrip van illegale houtkap en de 

oorzakenn hiervan. Ik ontdekte dat onwettigheden geassocieerd met 

houtt en andere rijkdommen, in plaats van het domein van de 

criminelee onderwereld, integraal onderdeel zijn van het dagelijkse 

levenn van een groot aantal mensen op Oost Kalimantan, zowel voor 

levensonderhoudd als voor de operationele behoeftes van de 

overheidsinstitutiess waar ze in dienst zijn. Klaarblijkelijk hebben 

dezee wijdverbreide onwettigheden een veel grotere tijdspanne dan 

gewoonlijkk gedacht wordt. Verder zijn dit geen lukrake criminele 

daden,, maar activiteiten die nauwkeurig gestructureerd zijn rond 

cliëntelistischee netwerken of coalities van wederkerige aard die 

lokalee overheden en de zakenwereld doordringen, zowel in Oost 

Kalimantann als in heel Indonesië. Kortom, illegale houtkap zoals ik 
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hett leerde kennen is veel meer dan criminele incidenten door 

solitairee elementen. Het is een integraal onderdeel van het 

functionerenn van lokale en nationale officiële overheidsinstituties, 

waarbinnenn het een belangrijke economische en politieke rol speelt. 

Alduss probeer ik in dit proefschrift een functionele analyse voort te 

brengenn van illegale houtkap als een element van governance in 

ruraall Indonesië door de jaren heen. Hiertoe trachtte ik de 

specifiekee rol die illegale houtkap historisch heeft vervuld te 

verantwoorden,, de betrokken belanghebbenden te identificeren en 

tee verklaren hoe zij hebben geprofiteerd van activiteiten rond 

illegalee houtkap. Ik verwachtte dat een dergelijke analyse zou 

leidenn tot een beter begrip van de huidige staat van wijdverbreide 

enn ogenschijnlijk onstuitbare illegale houtkap in Indonesië en het 

aandragenn van mogelijke oplossingen. 

Inn dit boek identificeer ik patronage relaties of de cultuur van 

patrimonialismee in de Indonesische politiek en cultuur als het 

hoofdkaderr om de meervoudige utiliteit van illegale houtkap 

hierbinnenn te verklaren. De literatuur geeft aan dat eerder 

moderne'' dan 'traditionele' afhankelijkheidsrelaties van patronage 

enn cliëntelisme overheersend zijn geweest in Indonesië. Staand 

voorr flexibele, kostenbaten, quid pro-quo wisselwerkingen, komen 

dergelijkee 'moderne' relaties nauwkeurig overeen met mijn 

onderzoekswaarnemingenn en ervaringen. 

Dee problematiek van patronage en in de Indonesische economie en 

politiekk is uitvoerig bediscussieerd en speelt een prominente rol in 
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dee politieke verklaring van ontbossing in dit land en de hele 

zuidoostt Aziatische regio. Hoewel deze benadering de 

multidimensionalee utiliteit van hout voor systematische 

patrooncliëntt interacties erkent, legt zij de nadruk grotendeels op 

politiekee machtsspelletjes op hoog niveau, gevoed door 

grootschaligee bos ontginning, elitemonopolies en rent seeking'. 

Ditt begrip van de rol van patronage en cliëntelisme breid ik uit 

doorr aan te tonen dat in rurale en afgelegen verbanden dergelijke 

afhankelijkheidsrelatiess gecentreerd rond hout in veel grotere mate 

betrokkenn zijn bij het aanvullen van individuele en institutionele 

levensbehoeftes.. Een dergelijke aanvullende' rol van illegale 

houtkapp is cruciaal voor het begrijpen van diens multidimensionale 

utiliteit.. Tevens moet dit geplaatst worden in historisch perspectief 

omm de huidige vitaliteit en duurzaamheid van illegale houtkap te 

begrijpen. . 

Beschikbaree studies van de geschiedenis van houtdiefstal op Java, 

bijvoorbeeld,, wijzen dergelijke activiteiten aan als verzetsdaden 

vann rurale gemeenschappen in reactie op discriminerend bosbeleid 

vann koloniale overheidsautoriteiten gericht op het verkrijgen van 

directt bestuur en exclusieve controle over teakbos. In Kalimantan, 

echter,, verschafte indirect bestuur een aanzienlijk hogere mate van 

controlee over rijkdommen aan inheemse staten. Hoewel de 

kolonialee overheid door de jaren heen de macht van inheemse 

heerserss over bos in Kalimantan in toenemende mate wist in te 

perkenn in het voordeel van centraal gepland bestuur, bleef de locale 

heersendee klasse officieel de baas over het domein. Als gevolg van 

hett verzwakken van de economische basis en ondanks 

382 2 



regulatorischee beperkingen, legden locale machthebbers en hun 

gevolgg zich toe op houtkap als één van de middelen om inkomsten 

tee vergaren voor het in stand houden van de overblijfselen van het 

koninklijkk gezag. 

Eenn cruciaal kenmerk van dergelijke houtkap activiteiten was dat 

zijj werden en nog steeds worden uitgevoerd met behulp van een 

cliëntelistischh netwerk van belanghebbers dat locale 

overheidsinstitutiess heeft doordrongen. Terwijl het koloniale 

tijdperkk plaats maakte voor de post-onafhankelijkheids periodes 

vann de Oude Orde de Nieuwe Orde en de huidige periode van post 

19988 decentralisatie, hebben dergelijke netwerken, grotendeels 

georiënteerdd op het bevredigen van plaatselijke economische en 

politiekee behoeftes, standgehouden in fundamenteel onveranderde 

vorm.. De enige variabele was de veranderlijkheid van deelnemende 

belanghebbenden. . 

Dee illegale houtkap sector werd economische en politiek werkelijk 

voordeligg tijdens de vroege onafhankelijkheidsperiode onder 

presidentt Sukarno. In de jaren onmiddellijk na de tweede Wereld 

Oorlogg maakte de acute economische crisis illegale economieën 

(inclusieff de economie gebaseerd op hout) tot een essentiële bron 

vann inkomsten voor levensonderhoud van de lokale bevolking, 

regeringsambtenarenn en -instituties. Volgend op het terugtrekken 

vann de Nederlanders uit Indonesië in 1949 (her)won hout tevens 

politiekk belang. Aangezien de opbouw van de natie en de partij in 

onafhankelijkk Indonesië werkelijk begon in de vroege jaren '50, 

werdenn toegangsrechten tot het woud voor houtkap in Oost 

Kalimantann een waardevolle economische beloning, uitgedeeld 
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doorr dominante politieke partijen (hoofdzakelijk PNI) om zich van 

steunn van de voormalig heersende elites te verzekeren in de 

verkiezingenn van 1955 (evenals de daarop volgende verkiezingen). 

Aann het eind van de jaren 50 werd de voormalig heersende elite 

opzijj gezet door het leger en aangesloten bij diens groeiende 

bureaucratischee complex. Desondanks bleef het ruilsysteem van 

economischee beloningen voor politieke loyaliteit onveranderd. In 

feitee werd de illegale houtkap sector zelfs crucialer als gevolg van 

dee toenemende achteruitgang en uiteindelijke instorting van de 

economiee in Indonesië in de vroege jaren '60, voornamelijk in de 

buitenstee regio's. 

Inn de periode van de Nieuwe Orde behield de illegale houtkap 

sectorr haar economische en politieke utiliteit. In de eerste jaren 

volgendd op de gebeurtenissen van 1965 floreerden allerlei illegale 

ondernemersactiviteitenn als noodzakelijke vervanging van de 

nauwelijkss functionerende nationale economie. Bovendien werden 

dee opbrengsten van illegale houtkap tevens gebruikt als beloning 

voorr het leger voor het verzekeren van politieke stabiliteit en 

loyaliteitt van de regio's. In Oost Kalimantan is een dergelijk quid-

pro-quoo systeem nimmer evidenter dan tijdens de verkiezingen van 

1971,, toen Golkar's succes in aanzienlijk mate bereikt werd in ruil 

voorr een uiterst liberaal houtkap beleid van banjir kap. In de latere 

jarenn van de Nieuwe Orde raakt illegale houtkap gemarginaliseerd 

tenn gevolge van afnemende invloed van het leger en HPH 

maximaliseringbeleidd van de heersende elites in Jakarta. Echter, in 

plaatss van uitgebannen te worden, vond illegale houtkap een niche 

inn de opkomende houtzagerij sector en als leverancier van de 
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groeiendee houtverwerking industrieën. Aangezien zij een 

belangrijkee 'subsidie' was voor dergelijke industrieën bleef illegale 

houtkapp politieke voordelen genereren door het belonen en politiek 

opp het juiste spoor houden van grootse bureaucratische massa's. 

Nadatt het regime van de Nieuwe Orde was ingestort in 1998 zette 

dee informele houtsector haar economische en politieke utiliteit 

voortt in praktisch ongewijzigde vorm. Aanhoudende economische 

crisiss in Indonesië en het instorten van centraal overheidsgezag 

resulteerdee in de groei van illegale houtkap voorbij het eerdere 

niveauu van intensiteit. Tegelijkertijd bleek de illegale houtsector in 

dede vorm van concessieverlening voor houtkap aan gemeenschappen 

zeerr bruikbaar voor de politieke mobilisatie van de 

plattelandsbevolkingg in de verkiezingen van 1999, hiermee de lang 

gevestigdee functie van het vormgeven van de rurale stem in stand 

houdend. . 

Samenvattendd is de economische en politieke betekenis van illegale 

houtkapp historisch gerelateerd aan verschillende vormen van 

governancee en opmerkelijk constant. De enige elementen die 

onderhevigg zijn geweest aan verandering zijn cliëntelistische 

constellatiess van belanghebbenden. De afzonderlijke hoofdstukken 

vann dit proefschrift bediscussiëren in detail hoe dergelijke 

constellatiess zich hebben ontwikkeld op individueel en 

institutioneell niveau zowel lokaal als nationaal en hoe zij door de 

tijdd heen veranderden. 

385 5 



Inn het koloniale tijdperk van indirecte heerschappij waren 

krimpendee economische bases, beschikbaar aan de inheemse staten 

omm hun legitimiteit te ondersteunen, de hoofdoorzaak van 

onwettighedenn in de bosbouwsector. Voorafgaand aan 1934 

distribueerdenn sultans houtkap rechten tegen betaling onder 

hofgerelateerdee hoogwaardigheidsbekleders, gevestigde pribumi 

handelaren,, peranakan Chinezen en zowel Japanse als Europese 

bedrijven.. Deze besteedden het werk uit aan lokale Chinese en 

Malayy handelaren van minder formaat, die het werk uitvoerden 

doorr middel van opkoop van inheemse of ingehuurde houthakkers. 

Volgendd op het verbod op opkoop in 1934 werden deze praktijken 

mett weinig verandering voortgezet aangezien concessie 

vergunninghouderss het werk doorgaven aan dezelfde keten van 

ondergeschiktee cliënten. Echter, de Japanse invasie in 1942 en de 

daaropp volgende bezetting demobiliseerde de houtkapsector 

volledig,, evenals andere onderdelen van de economie. 

Alss we ons wenden tot de post 1945 periode in Oost Kalimantan 

zienn we dat de regio in puin te voorschijn kwam uit de Japanse 

bezettingg tussen 1942 en 1945. De daarop volgende economische 

crisiss noodzaakte tot decentralisatie van het bos exploitatie beleid 

enn de her-legalisering van opkoop praktijken. In het midden van de 

jarenn 50 lag de autoriteit over bos exploitatie voor hout opnieuw 

bijj provinciale en district swapraja autoriteiten (grotendeels 

bestaandd uit voormalig heersende klassen) als stimulans om samen 

tee werken en politieke steun te verkrijgen voor de grote politieke 

partijenn in de verkiezingen van 1955, evenals loyaliteit aan de 

centralee overheid. 
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Functionedd gezien was het illegale economische systeem 

gebaseerdd op houtkap in de jaren 50 gelijk aan het systeem 

voorafgaandd aan 1934, met swapraja autoriteiten die de topposities 

bekledenn als distributeurs van houtkapvergunningen aan cliënten in 

staatt om deze om te zetten in winst. Het significante verschil was 

datt in de jaren '50 Chinese tauke bedrijven het implementatie 

aspectt van houtkap in veel grotere mate domineerden dan voor de 

oorlog.. Als gevolg van toenemende economische achteruitgang in 

Oostt Kalimantan werd de illegale houtkap economie cruciaal voor 

zowell individueel levensonderhoud als voor het dagelijks 

functionerenn van overheidsinstituties. 

Inn de late jaren 50 en het begin van de jaren 60 werd de heersende 

swaprajaswapraja klasse in Oost Kalimantan afgezet door het leger, welke 

dee voornaamste begunstigde werd van de steeds groter groeiende 

informelee houtkap economie. Onmogelijke macro-economische 

omstandigheden,omstandigheden, voortvloeiend uit nationalistische monopolies in 

dee Indonesische handel, leidden tot een situatie waarin zwarte 

marktt activiteiten aan de orde van de dag waren. Gelijktijdig anti-

Chineess beleid resulteerde in restricties op Chinese bedrijven in het 

achterlandd en de rurale gebieden van Oost Kalimantan. Dit maakte 

dee inlijving van bumiputra facades1 door tauke bedrijven die hun 

zakenn wilden voortzetten noodzakelijk. 

Dee veranderingen na 1966 en de aanvang van de Nieuwe Orde 

regeringg van Generaal Suharto bracht weinig verandering in het 

suppletoree belang van illegale houtkap in Oost Kalimantan. Allerlei 
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illegalee economieën woedden in de regio als gevolg van de 

economischee instorting tijdens de laatste jaren van Sukarno's Oude 

Ordee en de noodzaak voor het nieuwe regime om politieke 

stabiliteitt en loyaliteit te vestigen. In dergelijke omstandigheden 

vormdenn illegale economische activiteiten de prijs die de centrale 

overheidd moest betalen om zich te verzekeren van de medewerking 

vann lokale militaire machthebbers handelend als patroon figuren 

voorr tauke bedrijven die weer tot leven kwamen na de verwijdering 

vann anti-Chinese commerciële wetgeving. De banjir kap houtkap 

bloeii in Oost Kalimantan was voor een groot deel een illegale 

economischee sector van deze soort. De lokale militaire figuren 

antwoorddenn van hun kant door een verkiezingsuitslag te genereren 

diee leidde tot een klinkende overwinning van Sukarno's Golkar 

partijj in de verkiezingen van 1971. 

Alss gevolg van daarop volgende consolidering kwam het Nieuwe 

Ordee regime in beweging om zich te verzekeren van een groter 

aandeell in de houtkap rijkdommen in Oost Kalimantan. Derhalve 

werdd illegale houtkap gemarginaliseerd door grote HPH concessies, 

maarr nooit volledig uitgeroeid daar het een aanzienlijke veerkracht 

toondee tijdens de economische dip van 1974-1975 en daarop 

volgendd aanpassingsvermogen als leverancier voor opkomende 

houtzagerijj en triplex industrieën in Samarinda. De provinciale en 

districtt bureaucratieën, waarbinnen het leger een invloedrijke speler 

bleef,, zetten de patronage arrangementen voort voor tauke 

ondernemerss die het grootste deel van de illegale houtkap en 

illegalee houthandel activiteiten in de omgeving bestuurden. Aldus 

gegenereerdee economische bijdragen hielpen politieke mono-
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loyaliteitt aan Golkar te verzekeren tot 1998. In veel districten 

wordenn tot op de dag van vandaag significante niveaus van 

loyaliteitt aan Golkar in stand gehouden met behulp van dergelijke 

middelen. . 

Bijj het nader onderzoeken van de Oost Kalimantan case' 

concentreerr ik me op het Berau district waar ik de historische 

ontwikkelingg van diens illegale houtkap sector gedetailleerder 

natrek.. Ook hier beïnvloedde het beleid van indirecte heerschappij 

opp nadelige wijze de (slinkende) autoriteit van sultans in Gunung 

Taburr en Sambaliung door de geleidelijke uitschakeling van het 

pusakapusaka systeem en hiermee geassocieerde cukai bijdragen. De 

sultanss bleven winst halen uit hout via het buiten de wet gestelde 

opkoopopkoop systeem door SMP houtkap contracten door te geven aan 

hofdienarenn en vertrouwelingen, die het werk uitbesteedden aan 

Chinesee tauke of Malay handelaren. De laatstgenoemden namen 

zowell lokale inheemsen (bevolkingskap) als sporadische Javaanse 

off Chinese koelies in dienst om de houtkap uit te voeren. 

Dee Japanse bezetting van Berau was een zeer moeilijke periode van 

economischee ontberingen en zowel sociale als politieke repressie. 

Volgendd op de Japanse nederlaag in 1945 zag het gebied zich 

geconfronteerdd met een multi-dimensionale crisis veroorzaakt door 

dee vrijwel volledige vernietiging van de SMP kolenmijnen in Teluk 

Bayurr die het hart vormden van Berau's economie. Uiteindelijk 

hervattee SMP haar werkzaamheden, maar zij bereikte nooit meer 

hett productieniveau van voor de oorlog en, als gevolg, werd tevens 

haarr effect als multiplicator naar andere sectoren drastisch 
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verminderd.. Minder mijn-gerelateerd arbeidsmogelijkheden en 

algemeenn verslechterende economische omstandigheden leidden tot 

hett absorberen van overtollige arbeidskrachten door, grotendeels 

illegale,, handelsondernemingen, waarvan kopra, hout en 

gedroogdee vis de voornaamste waren. 

Dee illegale houtkap sector in Berau bleef zich uitbreiden in de 

hieropp volgende jaren en werd steeds belangrijker voor de gehele 

districtt handel. In de aanloop naar de verkiezingen van 1955 zag 

PNII haar opbrengsten potentieel over het hoofd en negeerde Berau 

overr het algemeen als een gebied dat in haar ogen politiek van 

secundairr en tertiair belang was. Eindigend op de derde plaats na 

NUU en Masjumi, hervatte PNI snel het politieke initiatief in het 

districtt door swapraja functionarissen in Berau te helpen de 

overdrachtt te verzekeren van SMP kolenmijnen van terugtrekkende 

Nederlanderss naar de district houdstermaatschappij {perusda). 

Echter,, de overdracht van kolenmijnen naar perusda Berau en hun 

hieropp volgende uitbesteding van werk aan tauke ondernemers voor 

managementt doeleinden droeg niet bij aan het verbeteren de gehele 

situatiee in het district, daar het snel afgleed in de chaos van 

nationalistischh economisch beleid van het Indonesië onder Sukarno. 

Misluktee benteng ondernemingen, restricties op tauke bedrijven en 

hieruitt voortvloeiende trucs van het inzetten van 'facade' 

bumiputrabumiputra bedrijven leidden allen tot de feitelijke vervanging van 

dee officiële economie door illegale sectoren die het enige werkbare 

handelsklimaatt boden. Daar swapraja loyalisten in Berau 

verdrongenn werden door bondgenoten van de linkse militaire 
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commandantt van Oost Kalimantan Suharjo in de vroege jaren '60, 

vormdenn illegale economieën een ware noodzaak in het 

economischee klimaat waar werkelijk niets werkte. Dusdanig waren 

zijj tevens belangrijk voor het in stand houden van politieke 

loyaliteitt aan de centrale overheid. 

Dee banjir kap bloei ontvouwde zich in Berau in een situatie van 

voortdurendee economische chaos die illegale economieën geschikt 

maaktee voor zowel individuele als institutionele overleving. 

Ondankss fiscale decentralisatie lukte het Berau slechts een zeer 

kleinn deel van haar budgettaire behoeftes te dekken en met weinig 

meerr verschaft door Jakarta, waren illegale economieën het enige 

redmiddel.. Belasting op hout (cukai kayu), opgehaald door district 

'verkeersagenten'' in de vorm van 'donaties' van 

houtkapwerkzaamheden,, was verreweg de belangrijkste bron van 

inkomsten.. En houtkap activiteiten groeiden snel, gecoördineerd 

doorr de militair-bureaucratische districtsadministratie als patroon 

enn de Chinese tauke bedrijven, herrijzend na de gedwongen retraite 

vann voorgaande jaren, als de implementerende partij. 

Golkarr behaalde een grote overwinning in Berau in 1971, voor een 

groott gedeelte toe te schrijven aan banjir kap vrijheden in het 

district.. Als gevolg, ondanks de officiële uitschakeling van banjir 

kapkap in het voordeel van HPH concessies later datzelfde jaar, hield 

houtkapp op kleine schaal stand voor afzienbare tijd, daar HPH traag 

wass in het vestigen van haar werkzaamheden in het gebied. Tauke 

ondernemerss (pengusaha-pengusaha) die vóór de introductie van 

HPHss de houtkap bloei domineerden kregen aanzienlijke ruimte 
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voorr transitie en aanpassing, aangezien zij het grootste deel van de 

jarenn 70 nauw samenwerkten met HPHs. 

Inn de late jaren 70 en het begin van de jaren "80 vestigde het 

voormaligee banjir kap netwerk zich eindelijk in de opkomende 

houtzagerijj sector, welke snel de belangrijkste bron van onofficieel 

inkomeninkomen werd in het district ten gevolge van het aanwenden van 

zowell houtbelasting als andere, niet aan hout gerelateerde, 

bosproductbelastingenn door de centrale overheid in Jakarta. Het 

verbodd op export van hout in 1984 vormde een stimulans voor de 

jongee houtzagerij sector in Berau, aangezien aansluiting bij 

nationalee ontwikkelingsprioriteiten en de officiële waarneming van 

zagerijenn als werkverschaffers voor ongeschoolde arbeid {rakyat) 

haarr beschermde tegen sancties op onwettigheden. 

Onderr leiding van afstammelingen van banjir kap ondernemers 

beschermdd door politietroepen en lokale bureaucratieën, groeide de 

houtzagerijj sector in Berau dynamisch gedurende de jaren 80 en 

900 en bleef de steunpilaar van illegale houtkap in het gebied. 

Latenn we nu de complexiteit doorgronden van de formatie en het 

functionerenn van de cliëntelistische constellaties van 

belanghebbendenn verbonden met de illegale houtkap economie in 

Berau.. Dit kan het best gedaan worden door het persoonlijke 

fortuinn en de interacties van een houtzagerij ondernemer, genaamd 

Samson,, te traceren van het midden van de jaren '90 tot het heden. 
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Samson'ss onderneming laat zien hoe vrijwel elk stadium van 

houtzagerijj werkzaamheden gekenmerkt wordt door de inmenging 

vann het lokale beveiligingsapparaat, overheid bureaucratieën en 

vooraanstaandee leden van de lokale zakengemeenschap in de rol 

vann sponsors of patronen. De distributie van voordelen aan 

dergelijkee patroon figuren in ruil voor bescherming vindt plaats 

vanaff het moment dat houtzagerijen worden geopend, zich 

uitstrekkendd tot banjir kap -achtige verschaffing van grondstoffen, 

hett verwerken van boomstammen en het buiten het district 

smokkelenn van producten. 

DezeDeze 'case' laat ook zien hoe grotere smokkel operaties op feitelijk 

identiekee wijze werken, gestuurd door lokaal prominente 

ondernemerss die samenwerken met tauke machthebbers in de regio. 

Zowell houtzagerij werkzaamheden als het smokkelen van 

boomstammenn worden overheersend in het aanvullen van het 

officiëlee inkomen van individuen en lokale overheidsinstituties. 

Illegalee houtkap activiteiten bleven de laatste tijd van groot belang. 

Aangezienn in de post 1998 periode grote aantallen kuda-kuda 

werkerss in Oost Kalimantan een overstap maakten naar IPPK 

houtkapp in gemeenschaps concessies, werd de illegale houtkap 

sectorr enorm versterkt. Dit gebeurde omdat, in herhaling van de 

omstandighedenn van de vroege jaren 50 en de jaren '70, de illegale 

houtkapp sector in de vorm van kleinschalige concessies enorm 

waardevoll bleek in termen van het generen van informeel inkomen. 

Inn dit opzicht hebben kleinschalige concessies de voorheen 

dominantee houtzagerij sector overtroffen. Illegale houtkap via 
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concessiess aan nederzettingen is even belangrijk geweest voor de 

politiekee mobilisatie van de plattelandsbevolking. Evenals in 1955 

enn 1971, hebben de verkiezingen van 1999 duidelijk laten zien hoe 

illegalee houtkap behulpzaam was bij het generen van de rurale stem 

enn het beïnvloeden van diens richting. 

Samenvoegendd heeft illegale houtkap voor het grootste deel van de 

afgelopenn eeuw een historisch proces geconstitueerd dat ontstond 

vanuitt de praktische behoefte van lokale overheidsinstituties en 

individuelee ambtenaren om illegaal hout te gebruiken als een 

'aanvulling'' om te voorzien in levensbehoeften en politieke 

belangenn na te streven. Het bereiken van economische en politieke 

doelenn door het ontduiken van belasting en het maximaliseren van 

winstenn via 'informele fooien' van houtkap en het verschepen van 

houtt werd nagenoeg officieel overheidsbeleid. Dit opende de deur 

naarr een wijdverbreid systeem van omkoping en geldgraaierij. 

Dergelijkee praktijken werden de hoeksteen van houtkap in Oost 

Kalimantann dat historisch bestuurd wordt via cliëntelistische 

netwerken,, waarbij zowel regionale elites, buitenlands kapitaal, 

lokalee ondernemers (tauke, haji) als regionale en nationale 

overheidsinstellingenn betrokken zijn. 

Post-reformasii  beleid heeft getracht dit systeem te veranderen. 

Echter,, zij is er enkel in geslaagd aan het licht te brengen hoe 

monopolistischh de houtsector is geworden. Het heeft vrijwel 

volledigee controle over kapitaal, politieke macht en kennis en de 

regionalee elite is in staat, in samenwerking met buitenlandse 

investeerders,, haar werkzaamheden voort te zetten langs de oude 
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lijnenn van het systeem. De enige verschillen zijn haar externe 

vormenn en manifestaties. 

Alss men de illegale houtkap sector in Oost Kalimantan en in 

Indonesiëë in zijn geheel wil tegengaan, moet men een alternatief 

biedenn voor de functies die het vervult met cliëntelistische 

netwerkenn die zich uitstrekken over lokale en regionale 

overheidsinstituties.-- i.e. een behoorlijk lonensysteem voor 

ambtenaren,, politie en het leger, evenals nieuwe manieren voor 

ambtenarenn om legitimiteit te verkrijgen die gebaseerd is op steun 

vanuitt de bevolking in plaats van samenzweringen. Inderdaad 

hebbenn we een lange weg te gaan om dergelijke omstandigheden te 

creëren. . 
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Thee purpose of this research in East Kalimantan was to construct a detailed 
accountt of illegal logging as a functioning system of participants involved 
inn economic, social and political interactions. The objective was to explore 

thesee interactions and explain how the system worked. This meant that 

entiree interlocking chain of activities involved in illegal timber sector such 
ass logging in the forest, shipping timber downstream, sawmill processing 

andd shipping the processed wood out of the area either for domestic market 

orr export had to be studied. 
Thee author felt compelled that contextualization of the contemporary 

materiall with the historical data was a crucial step to produce a diachronic 
andd comprehensive explanation of the phenomenon of illegal logging and 

itss causes. 
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