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EXECUTIVE SUMMARY 

 

 

Indonesia has succeeded in achieving self-sufficiency in corn, as 

domestic production has reached 90 percent of domestic demand. Indonesia 

has become self-sufficient in corn and has also begun exporting the product 

(the ministry's director general of food crops). However, this does not mean that 

imports have stopped. In 2008, Indonesia imported 170,000 tons of corn and 

exported 150,000 tons. Exports may still increase. This year the production 

target had been set at around 18 million tons, of which one million tons will be 

exported. 

For 2009, the agriculture ministry has allocated a corn seed subsidy for 

producing 4,266 tons of corn, on an area of 225,534 hectares. Seed assistance 

taken from national seed supplies for farmers will reach 5,595 tons for an area 

of 353,000 hectares. Direct top seed assistance, totaling 7,610 tons, meanwhile 

has been allocated for an area of 507,333 hectares. 

In line with the increasing of food and woof industry that using corn as 

raw material, Indonesia corn production experience a huge increase during 

almost last three decades (1970-2009). For the period of 1970-2009, corn 

production has steadily increased from 2.83 million tons in 1970 to about 16.48 

million tons in 2009 (a growth rate of 8.4% per year). This continued growth of 

production could be mainly attributed to consistent growth in yields. During 

1970-2009, the annual growth of yield was 8.19%, while harvested area growth 

was 0.91% per year. In 1970-1980, corn production grew at a rate of 3.76% per 

year. 

According to the Presidential Regulation No. 28/2008 about national 

industry policy the location of the development for corn industry will be located 

in five provinces namely Lampung, NTT, Gorontalo, Middle Sulawesi and South 

Sulawesi. The number of regencies in these provinces is 23 regencies, i.e., 7 
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regencies in Lampung, 2 regencies in NTT, 5 regencies in Gorontalo, 3 

regencies in Middle Sulawesi, and 6 regencies in South Sulawesi. 

In the past decade, forestry has been categorized as a sunset industry, 

although forests themselves have now taken on a new economic value — not 

from exploitation but from protecting them. With 75.27 million hectares of 

rainforest, according to Ministry of Forestry data, Indonesia could earn billions 

of dollars in carbon trading if it were able to protect and properly manage its 

forests. 

The government's plan to issue a presidential decree allowing mining 

companies to mine underground in protected forest concession areas has 

resulted in mixed reactions from industry stakeholders. 

The mining companies praised the decree, saying it would benefit the 

company immediately. For example, Antam and Australian exploration and 

mining company Herald Resources have a joint venture called PT Dairi Prima 

Mineral to develop a large lead zinc deposit in Dairi Regency, North Sumatra. 

From 1969 to 1974, about 11 million ha of forest concessions were 

issued in just one province, that is, in East Kalimantan. Log production 

escalated to 28 million cubic meters. About 75 percent on this was exported. 

In 1994, ten of the largest forest concession company conglomerates 

controlled 28.18 million ha (45 percent) of the forest concessions in the country. 

These companies then formed a cartel (APKINDO) that made Indonesia the 

largest plywood producer in the world and successfully increased the 

international price of plywood. The total income produced reached US$ 5.5 

billion, equivalent to 15% of entire export earnings. 

In 1995, about 585 forest concessions carried out logging on 62.5 million 

ha throughout Indonesia. They seized more than 62.5 million (49%) of natural 

forests in Indonesia which were thereafter termed “State forests”. About 28.18 

million ha of them were controlled by just 10 companies. 

 



In 1996, there were 445 forest concession holders covering an area of 

54,060,599 hectares. Almost 50% of these were controlled by the same 10 

companies. Nevertheless, in the mid 1990s, several of forest concessions were 

retracted. In a proportion of these cases, the forest concession holders had 

violated the law, while in other cases the tree stand value in the forest 

concession had deteriorated. Brown estimates that the total number of forest 

concessions had declined to 464 while the forest area under forest concessions 

had declined to 52 millions ha. In practice, the “retraction” of more than 100 

forest concession licenses did not stop activities. Some forest concessions, 

whose 20 year contract period had ended, were shifted to five State-owned 

forestry enterprises (Inhutani I to V), or were re-formed as a partnership 

between the private company and one of the State-owned companies. 

Malaysia and Indonesia agreed to review the possibility of refining the 

existing bilateral cooperation’s MoU that related to some commodities.  The 

review is related to the new commodity that will be added into the previous list 

in the cooperation framework.  The commodity is Jathropa Curcas which will be 

joined together with the previous (Palm Oil, Cacao, and Pepper). The 

agreement was took place at the  4th Joint Committee Meeting  Forum which 

attended by Minister of Commodity and Plant Industry of Malaysia, Tan Sri 

Bernard Dompok, and Minister of Agriculture of the Republic of Indonesia, 

Anton Apriyantono, in Malaysia.  The MoU refining is purported to improve the 

cooperation, especially in data and technical aspect information exchange in 

pursuing research and development activities on Jathropa.  

Government of Indonesia, represented by Ministry of Marine Affairs and 

Fisheries, and Government of Korea, represented by Korea Institute of 

Industrial Technology, agreed to cooperate, especially in utilizing seaweed for 

bio-fuel development. The cooperation was also intended to promote the 

enlargement of algae utilization as an estuary of two interests. First, Indonesia 

needs to develop technology to utilize the resources at one side. And, secondly, 

Korea with the technology that has already been developed also needs a 

resources in order to implement the vision of “Low Carbon, Green Growth” at 

the other side. 



PREFACE 

 

 

This report consists of review on recent issues and development of 

agriculture, forestry, and bio-energy sectors in Indonesia. The report will be 

published every two weeks. The topic of each sectors may different in every 

publications but still with the same formats. 

The issues addressed in this edition vary among sectors. In agricultural 

sector, we report the current issues due to the corn production, and the 

development of corn industry. Meanwhile, in forestry sector, we addressed 

about forest concession and some current issues due to forestry sector. Lastly, 

the report outlines the recent issues on bio-energy sector that is development of 

seaweed for bio-fuel and some current issues about bio-energy sector. 

 

  

 

Bogor, April 30, 2009 

 

Brighten Team 
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AGRICULTURE SECTOR 

 

I. Current Issues 

1.1. Indonesia Reaches Self-sufficiency in Corn 

Indonesia has succeeded in achieving self-sufficiency in corn, as 

domestic production has reached 90 percent of domestic demand. Indonesia 

has become self-sufficient in corn and has also begun exporting the product 

(the ministry's director general of food crops). However, this does not mean that 

imports have stopped. In 2008, Indonesia imported 170,000 tons of corn and 

exported 150,000 tons. Exports may still increase. This year the production 

target had been set at around 18 million tons, of which one million tons will be 

exported. 

Previously, the Agriculture Ministry predicted domestic corn production to 

increase 14 percent this year. National corn production in 2008 rose more than 

22 percent, from 16.3 million tons in 2007. The area of corn plantations has 

been increasing while productivity is also growing, with the use of "superior" 

seed stocks. The government subsidizes seed prices for rice, corn and beans. 

Besides the seed subsidy it also helps farmers to obtain supplies of superior 

seeds and seeds from national reserves. 

For 2009, the agriculture ministry has allocated a corn seed subsidy for 

producing 4,266 tons of corn, on an area of 225,534 hectares. Seed assistance 

taken from national seed supplies for farmers will reach 5,595 tons for an area 

of 353,000 hectares. Direct top seed assistance, totaling 7,610 tons, meanwhile 

has been allocated for an area of 507,333 hectares. 

 

1.2. Corn Exports to Increase Sixfold on Higher Yields 

In 2008, Indonesia managed to export 150,000 tons of corn. For 2009, 

Indonesia is targeting exports to jump to up to 1 million tons (the ministry's 

director general of food crops). Indonesia corn production increased by 22 

percent last year to 16.3 million tons, from around 13 million tons in 2006. For 
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2009, Indonesia is targeting corn production to increase by 14 percent to 

around 18 million tons. The corn production jump was driven in part by an 

expansion in corn plantations as well as an increase in productivity, helped by 

the use of superior-quality seeds during planting season. In 2008, Indonesia 

managed to meet 90 percent of local corn demand, making us a self-supporting 

corn producer, adding that last year; Indonesia only imported 170,000 tons of corn.  

Indonesia has long relied on corn imports from the United States and 

China. The government has been intensively supporting local farmers by 

providing them with seed subsidies for rice, corn and soybeans to help cut 

import dependency under its food security policy.  

This year, the government has allocated 4,266 tons of subsidized corn 

seeds for 225,534 hectares of corn farms. Previously, the government was 

optimistic about raising income from agriculture produce exports to US$21.68 

billion this year, from $18.85 billion last year.  

China, the Middle East and India are some of the new export markets. 

Indonesia is home to plantations of some of the world's key commodities, 

including crude palm oil (CPO), rubber and cocoa. But since the second half of 

2008, as the global economic turmoil kicked in, commodities-rich countries like 

Indonesia have been hit hard by a drop in demand and prices. 

 

II. Recent Developments on Corn Industry in Indonesia 

2.1. Background 

Corn has an important role to the national economic in line with the 

development of food industry that was supported by cultivation technology and 

superior variety. About three decades ago, the utilizing of corn was commonly 

dominated for food, not only for rice substitution but also for food addition. 

Besides for a food stock and animal feed, corn is widely used for food industry, 

chemical industry, and pharmaceutical industry. According to the chemical 

composition and nutrition contents, corn has a potential prospect not only for food 
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but also raw material that will be used by industry. In addition, the utilizing of corn 

as a raw material for industry will give a value added for the crop producers. 

In line with the increasing of food and woof industry that using corn as 

raw material, Indonesia corn production experience a huge increase during 

almost last three decades (1970-2009). For the period of 1970-2009, corn 

production has steadily increased from 2.83 million tons in 1970 to about 16.48 

million tons in 2009 (a growth rate of 8.4% per year). This continued growth of 

production could be mainly attributed to consistent growth in yields. During 

1970-2009, the annual growth of yield was 8.19%, while harvested area growth 

was 0.91% per year. In 1970-1980, corn production grew at a rate of 3.76% per 

year, but the peak of production growth occurred in 1980-1990. During this 

period, corn production grew at a rate of 6.24% per year. The high production 

growth in this period was mainly attributed to technological progress, shown by 

substantial yield increases from 1.46 ton/ha in 1980 to about 2.13 ton/ha in 

1990 (a growth rate of 4.18% per year), while the area planted to corn grew at a 

rate of 1.41% per year. During this period, intensification of corn production was 

achieved by the introduction of new high yielding varieties, namely 10 improved 

OPVs and 5 newly introduced hybrids (C1, C2, CPI1, Pioneer 1 and 2) 

(Subandi, 1998 and Maamun et al. 2001). 

 

Figure 1. Corn Harvested Area in Indonesia, 1970-2009 
(Source: Dept. of Agriculture) 
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Figure 2. Corn Yields in Indonesia, 1970-2009 
(Source: Dept. of Agriculture) 

 

As the Figure 1 and Figure 2 shown, during 1970-2009 period, about 

61.5% corn in Indonesia was grown in Java and contributed more than 65% to 

national corn production. In contrast, about 38.5% of corn was grown outside 

Java and contributed about 34.7% to national corn production. Despite the fact 

corn continues to be most widely grown in Java, its harvested area has tended 

to decline slightly over time. It’s shown by share of corn harvested area in Java 

to national corn harvested area that decreased from 71.52% in 1970 to 51.28% 

in 2009, declining at a rate of -0.71% per year. On the contrary, share of corn 

harvested area outside Java to national corn harvested area grew at a rate of 

1.78 % per year during the period of 1970-2006. At a national level, harvested 

area of corn during the same period increased at a rate of 0.91% per year.  

Indonesia has significant potential for increasing corn production in the 

future. This will be possible mainly due to the increasing role of hybrids in corn 

production systems. For example, Maamun et al. (2001) estimated that the 

percentage area planted to hybrids, relative to total area planted to corn, 

increased from about 1.7% in 1990 to 14.3% in 1998. 

During the period 1980-2001, Indonesia introduced about 66 high 

yielding varieties. Out of these 66 varieties, 47 varieties (71.21%) were hybrids 
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and only 19 varieties (28.79%) were OPVs (Nugraha and Subandi 2002). From 

47 hybrid cultivars, only 9 (19%) were bred by public research institutes, while 

another 36 cultivars (81%) were bred by private companies. 

An increasing share of hybrids in the Indonesian seed industry has also 

been observed. Total seed production in 2000 was 41,600 tons, and about 

29,850 tons (72%) of it was hybrid seed (Directorate of Seeds 2000 cited by 

Nugraha and Subandi 2002). In terms of the institutions that produce hybrid 

seed, about 95.5% of hybrid seeds were produced by private companies, 

namely P.T. Bisi, Pioneer, and Monagro Kimia. The government-owned 

companies, namely Sang Hyang Seri and Pertani, only produced about 1,350 

tons (4.52%). 

In line with the increasing share of hybrid seed used in corn production 

systems, the figures indicate that the seed industry is an attractive business 

prospect. This condition should encourage more participation of the private 

sector in corn agribusiness and, therefore, corn production could continue to 

increase at a rapid rate. 

 

2.2. National Policy due to the Corn Industry Development 

According to the Presidential Regulation No. 28/2008 about national 

industry policy, the objectives of national industry development are to increase 

industrial competitiveness that has a health, balanced, and sustainable 

structure in order to strengthen national security. One of the points that covered 

by the national industry policy is national core industries that consist of agro 

industry, transportation industry, and telematic industry.  

Based on the regulation, corn industry is one of the core industries which 

is grouped into agro industry cluster. Besides corn industry, there are some 

other industries that include agro industry cluster such as: palm oil industry, 

marine industry, rubber industry, wood industry, tobacco industry, cacao 

industry, fruit industry, coconut industry, coffee industry, and pulp and paper 

industry. 
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Furthermore, the development of the priority industry cluster was focused 

into industrial development roadmap. Industrial development roadmap is an 

action plan order that has been addressed for the development of priority 

industry cluster and the development of regional industry core competence. 

According to the location of development for superior commodities 

manufacture industry that stated by the industrial development roadmap, the 

location of the development for corn industry will be located in five provinces 

namely Lampung, NTT, Gorontalo, Middle Sulawesi and South Sulawesi. These 

provinces are some of the main areas which are produce the largest corn in 

Indonesia. For an illustration, corn production from these provinces contributes 

around 25% to national corn production. In addition, the trend of corn production 

in these provinces is predicted to increase as a result of the development of 

corn industry in the future. 

Based on the regulation, the development of corn industry will be 

conducted in some regencies in each province. The number of regencies in 

these provinces is 23 regencies, i.e., 7 regencies in Lampung, 2 regencies in 

NTT, 5 regencies in Gorontalo, 3 regencies in Middle Sulawesi, and 6 regencies 

in South Sulawesi. 
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FORESTRY SECTOR 

 

I. Current Issues 

1.1. Rainforests Key to Carbon Trading 

In the past decade, forestry has been categorized as a sunset industry, 

although forests themselves have now taken on a new economic value — not 

from exploitation but from protecting them. With 75.27 million hectares of 

rainforest, according to Ministry of Forestry data, Indonesia could earn billions 

of dollars in carbon trading if it were able to protect and properly manage its 

forests. 

In fact, Frances J. Seymour, director of the Center for International 

Forestry Research, or CIFOR said Indonesia could earn at least $1 billion a 

year. At the top of the agenda at the international convention on climate change 

in Copenhagen, Denmark, in December this year, there is a plan of deliberation 

about the standard to be used in the carbon trade mechanism. 

Seymour sees the convention as an opportunity for Indonesia to show 

the world its carbon potential and its significance in lowering greenhouse gas 

emissions, and in so doing, slowing the rate of global warming. But to do this, 

Indonesia will need to overcome all the problems related to its forest 

management. 

The assumption of $1 billion in carbon revenue is no exaggeration when 

one considers the country’s large potential for emission-reducing projects, 

estimated conservatively at 250 million to 500 million tons of carbon a year. The 

Copenhagen gathering will set a new mechanism for carbon trading, and 

international standards to limit carbon emissions by industry. 

The mechanism will require corporations and countries exceeding a 

carbon-credit cap to buy carbon credits from other countries. And with 75 million 

hectares of forested area, Indonesia has everything it takes to become a major 

player in the scheme. One response to this was President’s establishment of 
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the National Commission on Climate Change in 2005, which has so far 

approved 24 carbon trading projects. 

Among them are small-scale hydroelectric power plants in South 

Sulawesi Province, with an expected emissions reduction of 68,238 tons a year; 

a biomass electricity plant in North Sumatra Province, at 1.1 million tons; and a 

waste-handling and disposal operation in West Kalimantan Province, saving 1.9 

million tons. Nine of the 24 projects have been registered by the United Nations. 

Approved carbon-reduction projects receive Certificates of Emissions 

Reduction, or CER, from the United Nations, based on the tonnage of carbon 

emissions offset. The CER allows carbon trading with 38 industrialized nations 

that have committed themselves to cutting their greenhouse gas emissions to 

5.2 percent below 1990 levels. A ton of reduced carbon dioxide is currently 

priced at between $5 and $10. 

The compliant carbon market would be a blessing to Indonesia if the 

country could meet some conditions. It would need to develop a more 

transparent forest management regime, including management of funds raised 

from forestry, and the government would have to ensure better coordination 

between institutions—between government institutions themselves and 

between the government and community groups. 

Indonesia should also find what is the best way of spending money 

earned from the carbon trade. The toughest job would be how the government 

deals with disputed claims on forested areas between the central and local 

governments; disputes between local administrations, local communities and 

forest concession holders; and disputes stemming from state law and traditional 

law, or local traditional community law (hukum adat) on forest ownership. 

The issue is complicated, with many technicalities, and the way in which 

carbon values and prices are calculated is still unclear. Deliberations will focus 

on how to set a clear mechanism of mandatory carbon payment. The compliant 

carbon trade market will require companies and countries to hold an equivalent 

number of allowances, or credits, which represent the right to emit a specific 

amount of carbon dioxide. The total amount of allowances and credits cannot 
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exceed the cap, limiting total emissions to that level. Companies that need to 

increase their emission allowance must buy credits from those who pollute less. 

In effect, the buyer is paying a charge for polluting, while the seller is being 

rewarded for having reduced emissions by more than was needed. 

 

1.2. Plan to Issue Presidential Decree Allowing Mining Companies to 

Mine Underground In Protected Forest Concession Areas 

The government's plan to issue a presidential decree allowing mining 

companies to mine underground in protected forest concession areas has 

resulted in mixed reactions from industry stakeholders. 

The mining companies praised the decree, saying it would benefit the 

company immediately. For example, Antam and Australian exploration and 

mining company Herald Resources have a joint venture called PT Dairi Prima 

Mineral to develop a large lead zinc deposit in Dairi Regency, North Sumatra. 

Part of this project is located in a protected forest. The project has been 

delayed since 1998 as the Forestry Ministry has yet to issue a permit for the 

project to operate. They expected the decree would clear the legal status of the 

project. 

They were fully confident that they had sufficient technology and access 

to capital to carry out underground mining, (despite the higher costs involved 

and technical complexities), due to their experience in underground mining in 

other parts of Indonesia. 

Energy and Mineral Resources Minister Purnomo Yusgiantoro said that 

the government was deliberating the proposed presidential decree allowing 

underground mining activities in protected forest areas. This would benefit the 

sector as it would boost exploration activities as well as proven mineral 

reserves. The example of protected forests areas in Kalimantan where there 

were estimated to be very large reserves of coal. However underground mining 

requires quite different technologies and know-how higher investment and 

stringent safety and environmental standards. 
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Bob Kamandanu, chairman of the Indonesian Coal Producers 

Association (APBI) said the decree would indeed boost coal reserves, but it also 

appeared that it might be quite difficult for the country's coal firms to suddenly 

adapt to the very different requirements of underground mining, compared to 

traditional open-cast mining commonly used in Indonesia. 

But, underground mining requires high cost and advanced technology. 

This is even more difficult in Indonesia as our underground rock is often lose 

and not firm. Thus, Indonesia's coal companies will need some years to be able 

to fully tap the benefits of underground mining. 

There were higher possibilities of fires, explosions, floods and other 

accidents, with dangers in underground mining due to its complexity. The 

industry also would need to depend much more than open-cast mining on highly 

skilled miners. Furthermore, at the moment domestic coal demand could still be 

adequately supplied from surface mining. 

APBI estimated that Indonesia would produce 250 million tons of coal this year, 

up from about 240 million tons last year. The directorate general for coal, 

minerals and geothermal earlier estimated that domestic demand for coal would 

reach 66 million tons this year, up from 57 million tons in 2008. 

 

II. Forest Concession 

Forest concessions have been an important element of forestry, and 

forest management in many countries, including many developing countries. 

Forest concession contracts can be of two kinds: forest utilization contracts, 

allocating harvesting and/or use rights to public forest lands; and forest 

management service contracts, which are procurement contracts for forest 

management services. Forest utilization contracts may give the holder rights to 

harvest timber or other forest products or to hunt. They also may entitle the 

holder to use forest services, such as watershed protection, or to profit from 

biodiversity or tourism. 
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Based on the regulation issued by the Ministry of Forestry, forest 

concession is an activity to use forest resources based on sustainable and 

entrepreneurship principles consisting of planting, maintenance, and security, 

harvesting, and marketing its forest product. This Government Policy is stated in 

Government Act No. 6 /1999 concerning forest concessionary and harvesting 

forest product within the production forest. The rules are as follows:  

Forest concessionary right is the right for managing the production forest 

consists of planting, tending, controlling, harvesting, and marketing its forest 

product. 

Working area of the forest concession right is located in the production 

forest land that issued by ministry of forestry. 

Forest concessionary and harvesting forest product are conducted base 

mainly on such principles as rationality, optimal, sustainable and balance of 

ecosystem functions with respect to beneficiary and equality for the people.  

The objective of forest concession and forest product utilization are to 

ensure the high quality of forest resources, get a maximum benefit in term of 

economic, social, and ecology and also ensure its product distribution equally to 

the people who live within or around forest area.   

At the early stages of national development, the Government focused its 

policies on collecting as much foreign exchange as possible from forest 

extraction businesses outside of Java through log exports. The forests became 

the agent of development for three decades. 

From 1969 to 1974, about 11 million ha of forest concessions were 

established in just one province, that is, in East Kalimantan. Log production 

escalated to 28 million cubic meters. About 75 percent on this was exported. 

The gross revenues from foreign exchange in the forestry sector 

escalated from US$ 6 million in 1966 to US$ 564 million in 1974. Wood was 

exported as logs to Japan (5.5 million m3/year), Australia (0.2 million m3/year), 

South Africa (4 million m3/year) and Europe (10 million m3/year). 
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In 1979, Indonesia became the largest tropical log producer in the world, 

commanding 41% of the global market segment (2.1 billion dollars). This 

volume was larger than the collective exports of Africa and Latin America (Gillis, 

1988:43-104). All of this timber, both unprocessed and in the form of plywood, 

was exported to a number of destination countries, such as Hong Kong, Japan, 

China, Australia, West Germany (at the time), France, Singapore, Benelux and 

England. Also at this time, the forests took second place after oil as the largest 

contributor to the national economy. 

In 1994, ten of the largest forest concession company conglomerates 

controlled 28.18 million ha (45 percent) of the forest concessions in the country. 

These companies then formed a cartel (APKINDO) that made Indonesia the 

largest plywood producer in the world and successfully increased the 

international price of plywood. The total income produced reached US$ 5.5 

billion, equivalent to 15% of entire export earnings. 

In 1995, about 585 forest concessions carried out logging on 62.5 million 

ha throughout Indonesia. They seized more than 62.5 million (49%) of natural 

forests in Indonesia which were thereafter termed “State forests”. About 28.18 

million ha of them were controlled by just 10 companies. 

In 1996, there were 445 forest concession holders covering an area of 

54,060,599 hectares. Almost 50% of these were controlled by the same 10 

companies. Nevertheless, in the mid 1990s, several of forest concessions were 

retracted. In a proportion of these cases, the forest concession holders had 

violated the law, while in other cases the tree stand value in the forest 

concession had deteriorated. Brown estimates that the total number of forest 

concessions had declined to 464 while the forest area under forest concessions 

had declined to 52 millions ha. In practice, the “retraction” of more than 100 

forest concession licenses did not stop activities. Some forest concessions, 

whose 20 year contract period had ended, were shifted to five State-owned 

forestry enterprises (Inhutani I to V), or were re-formed as a partnership 

between the private company and one of the State-owned companies. 
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It was in this period of joint logging that Soeharto made the forests both a 

tool and a gift for national rule. This gift was given in the form of forest 

concessions, industrial plantations and plantations for Soeharto’s family, 

friends, and work colleagues, as well as to key members of the military and 

political elite, in order to guarantee their loyalty. Automatically, those who 

controlled the forests also had enormous wealth and influence. 

The Government then issued regulations in regards to forest 

concessions that made it necessary for companies to apply for forest 

concessions in order to own or form relationships with other companies that 

owned timber processing factories. In this way, a small number of giant 

companies consolidated their domination, by controlling both upstream (forest 

concessions) and downstream (plywood industry) simultaneously. 

The number of plywood factories in Indonesia increased from 21 in 1979 

to 101 in 1985, while production increased from 624,000 m3 in 1979 to almost 

4.9 million m3 in 1985, before doubling again to more than 10 million m3 in 

1993. Almost 90% of plywood production that year was exported. 

In mid-1998, only 39 million ha remained in the hands of private forest 

concession holders, while 14 million ha were managed by five State-owned 

enterprises. Some 8 million ha were under the control of State-private 

partnerships, and another 8 million ha were converted to non-forestry use. The 

Armed Forces (ABRI) also profited from this redistribution of forest concessions; 

their forest concessions increased almost two-fold, to a total 1.8 million ha 

(Brown, 1999:12, 40). 

In 2001, the number of forest concession holders was 404 companies, 

and then decreased significantly being 247 companies in 2004. In the period of 

2004-2008, this number tended to increase, 303 companies were recorded as 

having logging permits (IUPHHK (Izin Usaha Pemanfaatan Hasil Hutan Kayu), 

which replaced HPH (Hak Penguasaan Hutan)) in 2008 (Figure 1). With respect 

to the provinces, East Kalimantan was still being the most interesting place for 

forest concession holders (83 companies), followed respectively by Central 

Kalimantan (51 companies), West Kalimantan and Papua (25 companies), West 



14 
 

Papua (23 companies), Riau and North Maluku (15 companies), Central 

Sulawesi (13 companies), Maluku (11 companies), and other provinces (42 

companies) (Figure 2). 

As can be seen in Figure 3, the forest concession estates in Indonesia, 

which have recorded as having logging permits (IUPHHK, which replaced 

HPH), controlled 21.4 million hectares of forests in 2004. This number was 

being increased to 26.3 million hectares in 2008. East Kalimantan, Central 

Kalimantan, Papua, and West Papua hold the most area of forest concession 

estates in 2008, with an area 19 million hectares or 72.3 percent of total area 

(Figure 4). The forest concession in Indonesia was produced logs steadily in the 

period of 2004-2008, with an average production of 8.32 million m3 (Figure 5). 

In this period, Meranti was produced more than 58 percent of total production of 

logs (4.8 million m3). 

Of the 303 Logging Permits in 2006, only 149 units were still active with 

an area of 14,604,069 ha. The remaining 154 units (with an area of more than 

17,381,534 ha) were declared inactive. The Government’s reasons included: 

permit-holding companies were unhealthy, unprofessional, had poor 

commitment, internal conflicts and other permit-holders only wanted to control 

the land as “rent seekers”. Meanwhile, influential external factors included the 

inconsistency between the central and local Governments, illegal logging 

problem, security aspects, business uncertainty, lack of incentives and 

excessive demands from the local community. Although companies verified 

these reasons, they also complained about the high costs of production due to 

the many tolls and levies, outside of official regulations, that had to be paid were 

not comparable to the costs of production. 
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Figure 3. Number of Forest Concessions in Indonesia, 2001-2008  
(Source: BPS) 
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Figure 4. Number of Forest Concessions by Province in 2008  
(Source: BPS) 
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Figure 3. Area of Forest Concession Estates in Indonesia, 2004-2008  
(Source: BPS) 
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Figure 5. Production of Logs of Forest Concession Estates in Indonesia,  
2004-2008 (Source: BPS) 
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BIOENERGY SECTOR 

 

I. Current Issues  

Malaysia and Indonesia agreed to review the possibility of refining the 

existing bilateral cooperation’s MoU that related to some commodities.  The 

review is related to the new commodity that will be added into the previous list 

in the cooperation framework.  The commodity is Jathropa Curcas which will be 

joined together with the previous (Palm Oil, Cacao, and Pepper). The 

agreement was took place at the  4th Joint Committee Meeting  Forum which 

attended by Minister of Commodity and Plant Industry of Malaysia, Tan Sri 

Bernard Dompok, and Minister of Agriculture of the Republic of Indonesia, 

Anton Apriyantono, April 28, 2009, in Malaysia.  The MoU refining is purported 

to improve the cooperation, especially in data and technical aspect information 

exchange in pursuing research and development activities on Jathropa.  

In the context of the bio-fuel development in Indonesia, the cooperation 

should be viewed as an opportunity for both countries in promoting Jathropa 

utilization in supporting the availability of bio-fuel material. Regarding of this, the 

cooperation should be put in order to support both countries in developing its 

sustainable Jathropa-based industry based the capability of their own 

resources. Moreover, this cooperation should be developed also in order to 

provide a significant benefit in promoting ASEAN energy security in the next 

future.  

In relation with bio-fuel’s price, the formulation for Indonesian bio-fuel’s 

base price, which consists of bio-ethanol’s and bio-diesel’s base price, was 

agreed in the special meeting led by Directorate General of Oil and Gas Ministry 

of Energy and Mineral Resources, Dr. Evita H. Legowo. The meeting was also 

participated by officials of Ministry of Finance, Ministry of Trade, BPPT, 

Pertamina, and related associations. 

The other agreement that was also raised in the meeting was the exchange 

rate that will be utilized in bio-fuel’s base price. The Minister of Finance’s 
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Decree no.153/KMK.012/1982 regarding the exchange rate of Indonesia’s 

Rupiah with respect to USD for oil and gas’s company was agreed to be used 

as the guidance in the cooperation. 

 

II. Seaweed for Bio-fuel 

Government of Indonesia, represented by Ministry of Marine Affairs and 

Fisheries, and Government of Korea, represented by Korea Institute of 

Industrial Technology, agreed to cooperate, especially in utilizing seaweed for 

bio-fuel development. The cooperation was also intended to promote the 

enlargement of algae utilization as an estuary of two interests. First, Indonesia 

needs to develop technology to utilize the resources at one side. And, secondly, 

Korea with the technology that has already been developed also needs a 

resources in order to implement the vision of “Low Carbon, Green Growth” at 

the other side. 

Indonesia is a country with high potential of seaweed resources. With 81 

thousand kilometers coastline, Indonesia has hundreds of seaweed species. 

People in coastal area utilize seaweed as a material for food and medicine. It is 

projected that the potential of seaweed cultivation is around 1.2 million hectares 

annually. Two years ago, Indonesia exported around 102 thousand tons of 

seaweed, more than three times as that of 2001 which only around 27 thousand 

tons.   

With the above potential, as stated by Chairman of Indonesian Seaweed 

Society, Jana T Anggadiredja, Indonesia is targeted to become the biggest 

seaweed producer in 2010, and will be ready to step forward to become a 

famous industrial country for the commodity. In 2007, Indonesia produced 94 

thousand tons of seaweed, which consist of two types. One type is known as 

“euchuma dentuculatun” which is usually utilized for cosmetic and 

pharmaceutical material, while the other type is known as “glacilaria” which is 

utilized for gelatin. Currently, South Sulawesi, Bali, Sumbawa, and Java-Madura 

are the biggest supplier of Indonesian seaweed. 
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Utilizing algae, including seaweed, in bio-energy development is one of an 

answer for the current debate related to the promotion of crops utilization as a 

raw material for bio-energy development. This debate was raised since there is 

a potential to convert the land utilization from food into fuel. It will lead to a 

competition between bio-fuel development and food security.  Regarding to this, 

the utilization of algae is also need to carefully exercise in order to ensure that 

there will be no negative impact to other aspects, especially related to welfare of 

the people, social justice, and sustainability of the environment. 
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EVENTS 

No Event 

1 AgroFood Expo 2009 Series 

Venue: 

Hall B, Jakarta Convention Center, the most prestigious venue for 
exhibition & conference in Indonesia 

Date: 4 – 7 June 2009 

Exhibition hours : 10.00 am – 20.00 pm 

Admission is US$ 1.08 or equivalent to 10.000 IDR 

- 4, 5, 6 June open for Trade and Business visitors only with 
Registration 

- 7 June Open for General Public with registration 

Organized by: Ministry of Agriculture 

2 Workshop on National Acceleration of Cassava Flour 
Industrialization for Strengthening National Food Security 

Venue: Balai Kartini, Jl. Gatot Subroto Kav 37 Jakarta 12950 

Date: 9 Mei 2009 

Organized by: Perum BULOG and Faculty of Agricultural Technology 
IPB 

3 Palm Oil and Sustainable Chemistry 

Place: Yogyakarta, 20 May 2009 

Speakers:  

1. Prof. Dr. Chuah Cheng Hock, University of Malaya, Kuala 
Lumpur, Malaysia "Biofuel as Renewable Energy Based on 
Palm Oil" 

2. Prof. Dr. Mufit Bahadir, Technische Universitaet Carolo 
Wilhelmina Braunscheig, Germany "Biobased Material and 
Sustainable Chemistry" 

3. Prof. Dr. Muhamad Noor Ahmad, University Malaysia Perlis, 
Malaysia "Sensor and Biosensor for Palm Oil Productions" 

4. Assoc. Prof. Dr. Tatsuya Oshima, Department of Applied 
Chemistry, Faculty of Science and Engineering, Miyazaki 
University, Miyazaki, Japan "Recovery and Effective Use of 
Valuable Materials From Biomass Resources" 

5. Prof. Dr. M. Muchalal, DEA., Department of Chemistry, Faculty 
of Mathematics and Natural Sciences, Gadjah Mada University, 
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Indonesia 

For further information please contact: The Organizing Commite of 
the XIX International Chemistry Seminar, Department of Chemistry, 
Faculty of Mathematics and Natural Sciences Gadjah Mada University. 
Sekip Utara, PO Box Bls 21 Yogyakarta 55281 Telp. : (0274) 902127 
dan 545188, Fax : (0274) 545188, E-mail : chemistry-ko@ugm.ac.id, 
chemistry_ugm@yahoo.com 

 


