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Cver 70% of Indonesias “[rontier
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forests” (containing original ecologi-
cal fearures) have been lost, The
COUNTY i5 l::sing around one million
hectares of forests cach year

Fnforcement of |::giﬁiatimr. Lo protect
forests in Tndoncsia s tﬂt‘dﬂ}-‘

in adnqlm re.

There is a compelling argument lor
the new regime in Tndonesia to adopt
new policies which fully incorpurate
environmental, social and cconomic
sustainability into forest policy.

Governments, international hanks
and agencies, including the Tnrerna-
tional Monetary Fund, World Banlk
and Astan Development Bank and
private HIvestors ISt SNsule stricr
environmental, social and economic
conditions are attached o their
lending to avoid further delorestation
and unsustainable forest
MAanafCment.
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The Politics of Extinction

Introduction

he world'’s fast PENRUIIIE OTANEUENS, Now
confined ro the [orests ui_ju.xt two islands—

Sumarra and Borneo—are facing cnitical
decline and possible extinction within the next
twenty years. Corrupt poliacians and corporate
leaders have created 2 regnme in Indonesia thar
has driven the rapid, unsustainable exploirarion
ol the orangutans’ forest habirar and has led the
country Lo economic collapse. These forces have
conspired with El Nifio and the demands of the
international marketplace ro accelerare the
destruction of ledonesia’s forests and its
abundant biodiversity.

In 1995 experts expressed profound concern
that “suitable oranguran habitat in Indonesia
and Malaysia has declined by more than 804 in
the fast 20 years” and rhar "orangutan numbers
have dedined by 30-50% over the last 10
years”. The situation now is even more critical.

"This repore idenrifies the major threats 1o the
suryival of wild orangutans from habia loss,
forest degradarion and fragmentation. Direct
threars include |ngging opeations, cotversion of
torests to commercial plantadons, agriculiural
pracaces, industrial developient projects,
hunting for food ar the pet trade and hunan-
animal conflicrs.

Widespread corruption and the failure 1o
employ transparent and accountable praciices
within Indoncsia’s political, linancial and
husiness regime are shown w be the driving
force behind rthe destruction of naural forests
and the on-poing decline of the orangutan.

The impacr of pootly regulated bilateral or
multilateral investment programmes—including
private, povernmental and intergovernmental
loans—are shown to have the potential w create
further habirar loss and degradation. The com-
pelling necd for future fisuncial and cconomic
support to be accompanied by strict envicon-
mental and social conditions is highlighied. 1 is
evident thar the on-going economic crisis in
Indonesia and in particular the devaluation of
the rupiah and rapid infladon is likely o change
the conliguration of torest land use and may
lead wo further unsizrainable [orest boss and
degradarion.

In rhe light of the evidence presented in this
report i is clear thar Tndonesia must commir
iself ro an urgent action plan for the conserva-
rion of orangutans and rhe foresrs npan which

they df:p:_' e,

The new regime has an historic appartunicy
o redress the balance of the last three and 3 half
decades in favour of the environmenr, wildlife
and civil socicry. EIA urgently calls upon the
Indonesian Marional and Provincial
Crovernments to immediarcly implemenr FIAS
Internarional Oranguran Conservarion Action
Plan.

The international community, particularly
those narions which create the demand for
rimber and palm oil producrs, has a respansibil-
iry ta ensure thar Indonesia rakes such action.

The developed nations rogerher with the
Tnrernarional Monerary Fund, rthe World Bank,
Asian Developmenrt Bank and private financial
institutions must provide appropriate [inancial
and rechnical support ro implement the Action
Plan. Contingent to this is the application und
enforcement of wide-ranging environmental and
social conditions o lending and aid.

Failure 1o take this action will inevitably
result in the on-going, uncontrolled dedline of
the orangutan and is eventual extinction in
Indonesia, Inexiricably linked with the Fare of
ldonesias patural forests, the demise of the
orangutan will signal the crivical filure to
achieve sustainable [orest management. The firse
years of the 2 Lst century may be withess to the
the irreversible loss ol countless species, consid-
erable negative impacts for regional and global
climate regulation and inassive social upheaval.

The chorees and i.l.u].:—ffl‘:llem are clear.
Steve Trent,

EIA Campaigns Director,

July 1998,

The new regime
has an historic
opportunity to
redress the
balance of the
last three and a
lialf decades in
favour of the
enviromment,
wildlife and eivil
society




The Orangutan Crisis

- Today, fewer
than 25 000
orangutans are
thougiht to
exist in the
wild, Habitat
destruction is
the most
critical factor
in the decline
of the
orangutan, and
this threat has
intensified over
the past two
decades.
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The Orangutan Crisis

@ The wild orangutan population has declined
by up to 50% in the last decade. Today itis
estimated rhat between 15-25 000 arang-
utans survive in the wild, Over 80% are
conflined to Indonesian erritory on Bornco
and in Sumartra.

® The primary threat to the species’ survival
is habitar destruction. Up to 80% of the
orangutans' forest habitat has been lost over
the past 20 years.

@ The major cavses of loss, fragmentation
and degradation of the forests result [rom
commercial logging operations and the
conversion of forests to pil palm and timber
plantations and for agriculturc.

® Government-backed conversion of [orests
for commercial logging and plantations

caused the devastating fires of 1997-98.

@ Orangutans are also threatened by capure
for the pet trade, persecution as agricultural

pests and poaching for food.

oo e ko |

Lisial trwmi data ol ahown fr af arean # y

(Pongo Pygmaeus)

A Shrinking World

aday, fower than 25 000 ofangutans are
Trhmlghr tor exist 1in the wild.! Habirar

desrruction s the most eritical Bacror in the
decline of the orangutan, and this threar has
intensificd over the past two decades. Oranguran
habirar in Indoncsia and Malaysia is estimared ro
hiave declined by 80% over the Last 20 years
whilst the orangutan population is estimared ro
Lave fallen by hetween 309% and 50% over the
past ten years.

A conrinued loss of habitat, caplures and kills
could resulr in rhe virmal extinction of the
species within the nexr 200 years. Some small,
solated pockets may remain but, with a depleted
gene pool and fragmented and degraded habita,
such populadons will be umliﬁmmahlc.

1he critical situation facing this species is
recognised at national and internanional levels. In
both Malaysia and Indonesia, legislation
prohibits the owning, killing, caprure or harming
of orangutans. lndeed, the oranguran became
the firse formally protected mammal in South
Fast Asia in 1925. Yet enforcement has proved
difficult in some arcas and Jdilfers berwoen locali-
ties and over ome” The oranguan is listed as
vitlnerable by the World Consgervation Union
(TUCN).® International trade in the specics was
banned in 1975 when it was listed on Appendix
T af the Convention on International Trade in
Endangered Species of Wild Fauna and Flora




(CITES). Legislation ro protect the oragutan is
dvomed w failure unless greater efloris are tuken
to conserve the forest habitats upon which they
depend.

Orangutans differ from Alrican Great Apes in
their almost exclusive dependency upon wees.®
They move arboreally—females will rarely leave
the forest canopy whilst males will occasionally
come w the ground ro move between stunds of
trees.” Orangurans build dheir nests in dhe
canopy and feed predominandy on [rui, indud-
ing wild fgs and durians. Leaves, shoows, bark,
w:md, other vcgnrm'mn and fnsects make up the
balance of their dies,™ It has been said that
orangutans “are so highly specialised to the lifein
their natural habiral du their uniqueness is only
fully expressed in their paural surroundings”."

A “keystone” species (a species thar affecrs the
survival and abyndance of many orher species in
the ceosystem'), the vrangutan is an indicarar of
the hiological richness of Bornean and Sumatran
foreses. A comparison of different rainforest arcas
in Sumarra and Borneo highlighred rhar where
orangutans are present, the hiodiversity of plant
and animal species is also the highesr.” As grear
frugivores and seed eaters, oranpurans play an
important rale in maintaining the diversiy of
the woody plants of the rainforese™ and rhe
regencranion of forests.” Conservarion of the
arangurans is central w rhe mainrenance of the
coosysrems in which they live and vice versa.
Furrthermore, tie Bornean oranguran reserves
score vory highly lor bindiversity and are consid-
cred ro be conservation areas of plobal
signihicance. They protect all the major habitar
rypes af the island, as well as mosr other Aora
and tauna, including numerous endemic
specics.'” Conserving the oranguran and irs forcse
habitars will conler a greatcr henchir o conntless
arher species and the environmenr,

Classification and Range of the Orangutan

Today, orangutaus are confined ro the foreses of
the owo islands of Sumarrs and Borneo (shared
by Indonesia, Malaysia and Bronei). During the
Pleistocenc era (between 10 000 and 1 000 000
YLy agﬂ}, the Dl'allg_mu.tfﬁ rangre covered much
orall of Soarh Tase Asig, cxtundir}g as far north
as wopical China and south w Java."” Humans
reduced oranguran distibution through hunting,
habirar destruction and degradation.™

The orangutan (Ponge pyeniaens), or “man of
the forest” in Malay, is the largest living arboreal
animal, the only Asian Great Ape and one of

mankind'’s closest relatives. Although iris geller-
ally accepred that man and chimpanzee are most
closely relared in terms of genetic and biochemi-
cal makeup, some special rraies such as the
ability ro prow long hair, sccondary sexual char-
acrerisrics and hehaviour indicare thar man and
the oranguran are cqually dosely relaed. ™
Recenr generic research showing the
differences herween the Sumarean orangutan
(Pongn pyemacns abelit) and the Bornean orang-
utan (7 p. ppmaens) suggeses that they are
distiner specics.™ Tn effecr, loss of one species i
not mercly extirparion (local extinction), rather
the complere disappearance of an entire species.
(siven this, horh specics and their tespective
habitars must be conterred adequate protecrion,

The Orangutan Crisis
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The Orangutan Crisis
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In MNorthern Sumatsa, Pp. abelii exists in scat-
tered populations inhabiting an arca bevween 27
and 5° north and by 95° and 99° cast. The dis
persion of Pp. pyemaens in Borneo is less well
known bur orangutans are thonghe w occupy
forests in all pares of the island apart from some
scattered pockets.

Given their arboreal and solitary lifestyle,
estimates of orangutan popularions have varied

ereatly. However, in 1993, the Tndonesian

Directorate General ol Forest Prorection and
Nature Conservarion aud the Specics Survival
Clommission of the World Conservation Union
(ILCN) reached a consensus on population
figures. ™

For Sumatra, the population—which is
divided into several distinet populations—was
esrimated at approximately 9200 individuals*
For Borneo (Kalimantan, Sabah and Sarawak),

the entire population—which consisis ol isolarcd
poplﬂatiun.l.‘—wals estimarcd ar beoween 10 282
and 15 546 individuals. These fipures suggesr a
miacimum of 25 000 individuals in wal, and
refleer 2 much more serious decline than had
been previously recognised.™ Tarlier popularion
estimares had suggested a roral population of
41 000 orangutans lor Sumatra and Boereo."”
Precise Egu.trs ol the srarus, rangs and rhrears
o current orangutan popularions are
unavailable, alchough it is apparent that threars
hiave intensifed over e past five years. The

extent of rhe current population remains uncer-

wain wirth numbers as low as 15 000 being
suggesred.”

Habitat and Population Densities

Suitable orangutan forest includes rhe lowland
dipterocarps (rrees named after (heir distinctive
winged [ruits), pear swamp, heath foresr and
rropical montane forest.” Detailed information
on the variations in orangutan densities berween
different lotest types is very scarce. It is thought
that there ate up to five individuals per km” in
the hest of labitas in Sumatra (the alluvial
lowlands). But this figure steadily decreases with
altitude to around two individuals per km” in hill
forests and 0.5 individuals per km? a altitudes
herween 1000 and 1500 mcires. In Borneo, it is
rhought that the preferred swamp forest and
poad lowland forest with alluvial soils typically
support beeween 1.5 and three individuals per
len .

Tn natural undistarbed Foreses, the most
imporrant determinant in densitics appears (o be
the availability of soli-pulp fruir, which decreases
with altimde and seems to depend upon soil fer-
tiliry and plant nutrient conrent.™

Orangurans are not solely dependent upon
primary forest. They will remrn to logged-over
forest, bur at lower densities, from a maximum
of three per km? in primary forest w one per kkm?
in logped-over or secondary forese.™ Lu the pear
swamp forests of Central Kalimantan, densicy
was highest in the undisturbed eall interior forcst
(2.2 individuals km?) and was much lower in
arcas of high disturbance (0.6 individuals Jem’).




A Biologically Vulnerable Species

The low reproductive rates of orangurans make
them especially vulnerable to environmental
threars. The frste pregnancy in wild populations
has heen ohserved at approximarcly 12 years of
ape. The mean inter-birth inrerval of cighr years®’
maloes the orangutans the slowest breeding
primate species™ aud a high parental investmenr
is made by rhe female in her offspring, Tr has
heen found rhat “adule females are the mosr
valuable members of an oranguran population
and thar rhe death of an adulr fomale has the
greatest influence on increasing exrincrion
rares .M

Alehough both long life-spans and birch-

intervals have restricted scienrific observarions of

mating and reproducrion patterns in wild orang-
utans, research has sugpested thac if the chance
of orangutans being killed is above one in
twelly i uny given year, the population is inex-
orably driven w extinerion, A very slight
increase (Le. less than 19 above lts nacural
wortality rate can canse rapid extinction within
three decades.™ Given the unusual life history of
the vrangutan, the species is exceptionally sensi-
tive o exploitation and any winatural event
such as an increase in human-induced morality
or removal from a local stock can result in severe
depletion of the population and, ulimately,
extinction.

Threats to Orangutans

@ Habiat loss, degradation and [ragmenta-
tion by logring and conversion of land (o
other uses, 'mr.hidiﬂg plantatons and
df'.\rtilnpmf:nr projecs.

® Forest fircs which deswoy orangutan habi-
tat, kill orangucans and drive them o
closer conracr with hunans,

@ The domestic and international pet wrade
which leads ro the killing of adult [emales
in order to acquire their young,. 'Lhe sou-
venir trade in oranguan skulls lor
rourisiy.

@ Tlemand lor "bushmear”, deliberate kills
for “sport” or as pest conrrol,

As the grear majority of oranguran habirat i
lowland r:ﬂllﬁlr‘:ﬁr. its loss and :lL'grmlﬂtiun due

to timber exploitation; forest conversion, trans-
migration and road building is rhe principal
threar to oranguran conservarion. Protection of
these habirats should be given the highest priar-
ity. Unforrunately, the orangurans’ favoured
habitar
rivers—are precisely the arcas mrgered by human
populations for conversion to other uses. ™

The threar of commercial logging and
agricultural activity within the oranguran range
in Morthern Sumarra was docwmented in the
1970s.7 Experts noted that only 2.1% of “onigi-
pal orangutan habitat™ was protected in the early
19805, Since then, there lias been an esealarion
in encroachment, with [orest lands targered Far
timber extraction. plantuions and sgriculrre,

The effects ol habiw distucbance are
compounded by hunting and capiure which
frequently accompany the opening up of the
foresr.

fertile, low -i}-'ing forests close ro

The Orangutan Crisis
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Large areas of
orangutan
habitat have
been destroyed
in the fires set
by companies.

Loss of Hahitat Quality: The Impact of
Logging
Although orangutans ate not uniquely
dependent upon primary foresrs tor their
survival, they are severely impacted by logeing
Smdics of the ellects of logging on apes
demonstrate a 50% reduction of the original
population, which appears to be permanent in
the case of orangurans.® This loss is atributed o
forced migeation, social upheaval, faal accidents
and starvation, Orangutans will usually migrate
to areas of undisturhed forest even 1f dhis vesulis
in crowding which in murn may cause 4 local
dedine in the birch rare Onee the forest
disturbance has finished, orangurans may return,
but at a lower densiry than in primary forest. A
study of orangutan density in Sumatras Gunung
Leuser Mational Park, recorded a réduction from
three individuals per km” in primary forest, to
one per ki’ in logped or secondary forest.®
Although most of the fimber species extracted
do not direcly provide food for the orangutan,
they are the most popular stands far their
primary 'Ft:-ud-.tiuppl}-'. L;li‘ge, EMEFECnT
dipterocarps—ithe dominant tree species in
Indonesian lowland minforests—are the primary
hosts ro climbing and surangling figs and remenval

of these [avouted timber species ultimately
destroys these food sources. Over 50% of the
tree stands studied in one orangutan habitar were
tound to be timber trees.?

Habitat Fragmentation

Small populations of apes are highly sensirive ro
demaographic, environmental and genetic chance
cvents, and so are more susceptible w
cxrinction.® Populations of 2000 or more are
cxpected to have the best chance of long-term
survival and protected forest areas must be lau'gn:
enemgh to sustain such populations.”™ Road
construction linked to loygning and other
development projeces fragment populations. In
Gunung Leuscr Narional Park, a road has
separared rhe orangutan populations reducing
their ahility to exchange penetic marerial and
isolating almost GO0 orangurans

The fires which have spread across Borneo
and parts of Sumartra aver the past year can be
attributed o unsustainable forestry practices and
the drive to convert forest lands into commuercial
plantations. The result has been the desrruction
ol two million hectares ol forests, including dam-




age 1o 19 protected forest areas and an unknown
long-term impact upon orangutan populations,
particularly in Bornen,”

I 1983, furesr fires attected orangutans in
Kutai National Park in Fast Kalimantan.It was
reported that althongh orangurans were sdill
breeding and quirc common after the lire, feed-
ing behaviour had changed and they were eating
large quantities of tree barl, young leaves and
stems.” Normally these are less favoured [oods,
but there was a dearth of fruiting wees in the
area. The changes in the forest struciure follow-
ing the [ire were imporrant, with repores that the
normally arboreal oranpurans were ofien seen
walking on the ground berween patches of
forese,®

The longer teem implicarions of the fires on
fruiting are less well documenred. Orangurans
have an omniverous dicr and a degree of dierary
Aexibiliny™ However, the rrees npon which they
dL‘PCnd ITIH?’ [ﬂkﬂ IIlHl'.I.}!" }I"L'E!'S o marurc and sCr
fruit. 'Uhis problem may be exacerbared by the
impact of smoke upun pollinating inscets and
birds.”

Asg ]ﬂi‘gt arbaoreal mnnunuls, OFAnELILANS are
frequently able o escape [ires by moving swilily

through the forest canopy, though undeubredly
many individuals have been killed. A porencially
greater pressure comes when the orangurans flee
into areas inhabited by people. The recenr fires
in Indonesia have caused an upsorge in illegal
poaching and capture for the pet rade.

Hunting and Capture for Trade

'T'he destruction of forese habitat is pushing
orangutans into closer proximity to humans,
inevitably increasing huniing, poaching and
capture. Given the current population levels and
slow breeding rates, orangutans are unable 1o
sustain increases in kills or caprores, OF critical
importance is the caprure or killing of adult
females which are viral to maintaining
popularions.

Logging opens forests to human access
therchy facilitating poaching. The more accessi-
ble the area, the more rapidly wildlife
populations disappear.

The highest densities of vrangutans are found
in the lowland lorests which are favoured by

The Orangutan Crisis
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and capture for
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timber companies. These are the maost accessible
after logging, and so suffer the most [rom honr-
ing.” Reports have noted that "tmber camps in
the interior appear to have up to three [reshly
u,mglu_ apes on site”#, whilst odiers repoll thar
tmber-camp cmployees occasionally shoot
oranguians for “sport”.™

Mumerons sources have linked the 1986 deci-
sion by the Tndonesian Governinent 1o open up
Kalimanrtan ro rimber concessions and other eco-
nomic venrres to an increase in the vulnerabiliny
ol orangurans to caprure.” Iln 1988 1t wus
teported thar forest conversion in East
Kalimanran had resulted in 2 “massive owtbeeak”
ol llegal hunring and capturc.” Infant
orangugans were reported being bought as “pres-
tigious pets” by wealthy Indonesians, while the
skulls of adults were sold ro forcign touriss”™, a
trade which has conrinued despite confiscations
and arrests. Recent reports cite the confiscation
of three fiesh skulls from a shop in Samarinda,
Eust Kalimancan,™

The demand for baby orangutans for the
comumercial pet trade both within Indonesia and’
overseas, though illegal, has continued despite
cfforts to enforce legisladon and confiscate cap-
tives, Every yeur orungutans are smuggled across
the border to Malaysia,™ During the 1980s the
demand for pets resulted in over 1000 animals
being smuggrled into Taiwan®, and sold lor the
cypuivalent of between US56000 and
LIS$15 000" Following Taiwan’s endorsement of
CITES, 283 illegally-held orangurans were regis-
tered by the authorities” and enforcement of
Tatwan's 1989 Wildlife Conservation Law is
thought to have virtually halted the trade which
had cansed an cstimared 10% decline in the wild
population.®

Yer demand for infant orangurans both from
domesric and overscas sonirces has not ceased. A
ready supply has been ensurcd by the recent fires
and massive land clearances. Tn carly 1997, it was
reported that forest clearance for the cstablish-
ment of oil palm plantations was feeding a local
miarket for young orangutans for the live animal
wade. A researcher in Tanjung Puting Narional
1k learnt that a young orangutan had been
seized on board a Chinese ship, believed destined
for Java, and brought w the lanjung Harapan
reserve inn the Park, tanjung Puding’s head ranger
cited this incident as being the seventh case in
recent weeks, ™

Mot only dees the trade remove the young
orangutans, in cffecr depleting the next genera-
tinn, but caprure usually involves killing the
maother in order to secure the infane The mother
will neither surrender nor abandon her oflspring
under normal circumstances. Commercial weade
is cxacerhating the decline of the wild vrangutan
population. Tven before the fires of 199798,
invesrigations inta the rrade suggested that at
least 150 infants were caprured cach year. It is
also cstimared thar for every one infant exported,
herween three and five animals die during
caprure and transit.” Given these factors, up o a
rthousand arangutans could be deliberately killed
cach year Killing the mother to obtain the infant
probably remains the main motive for direct
hunting.*

b October 1997, loresiey police and staff
[tom the Wanarisel Oranguian Reintroduction
"roject confiscated dozens of orangutans scross
Kalimantan. These included babies of just a few
wecls as well as severely hurt aduls. According
to Wanariser, the exrreme drougli had resulied
in newly-see fruir fall ing from trees belore ripen-
ing, whilst reduced leaf growth and consequent
lack of moisture cansed many orangutans o
leave the forest in search of food and water™




Tt is impossible to dererming precise figures
tar captured orangutans bur they are cerrain ro
have increased as a resulr of the recent fires.
Experes have estimarcd thar one thousand
orphan orangutan babics have been caprured by
villagers in Kalimnantan following rhe fires, which
could mean that ar lease a thousand females were
killed.” Following the recent fires, auctions of
orangutans have been held in southern poris. It
is rumoured thar the animals are being shipped
w Hong Kong, and then into China, where they
nuy be eaten for their “potency” ™

The Demand for Meat

The “hunting of orangutan is widespread
throughour Kalimantan and chrives because
there is a ready market for food and pers™ ™ This
is despire sizcable orangutan populations
coinciding with coastal swampy regtons in which
the local Moslemn comumunities do not have a
rradition of eating orangutans.” In 1994, it was
reported thar fires in West Kalimantan had
cansed a severe [ood shortage amongst local
people resulting in orangueans being hunted for
mear.” The hres had also forced the animals into
rhe riverain forests enabling simple caprure. The
show Moving origutian s casy prey for hunters
wirh rifles and i areas wich few apes, hunnng s
suthcicnt to emdicate the local popularion.™ In
carly 1998, ELA Investgators heard numerous
reports of oangutans being caten; not only for
sustenance, but also for their “porengy™.™
Undoubredly, as orangutans arc driven closer
into contact with humans, they will increasingly
sufter in this way.

Finally, orngutans are often regarded as
agriculrural pests cuting borh the fruir and
seedlings bci.ug cultivated and they may be shor
in plantarions or uther agriculniral arcas,
Insrances of bounties being offered for cvery
oranguran caught in plantarions have been
reparfod.” Researchers cire “many accounts nf
clashes berween local farmers and Orangurans
that come o the gurdens to raid frnr rrees and
ather crops”.

The Orangutan Crisis

Vel n g 205y

In October
1997, dozens of
orangutans
across
Halimantan
were
confiscated.
These included
babies of just a
few weeks as
well as severely
hurt adults.




Forest Functions

B Chrirrer FredviiansBrice Cilensan Lad

Indonesia loses
around one
million hectares
of forest each
year—around
1% of its
remaining
forests.

Refamw:

Indonesia iv howre o
7% o the wrorkel s Brivd
speciek.

A Future Without Forests?

@ Tndonesias 100 million hecrares of forests
represent 10% of the world’s remmaining
rr::pic;ﬂ [orest cover,

® Today over 70% of Indonesias original
“frontiet” foresr (displaying original

ccological fearres) has been lost,

@ Indonesia currently loses uround vne million
hectares of foresr each year—around 1% of
its remaining forests,

@ ludonesia is hame to 10% of plant, 12% of
marnal, 16% of reptile and 17% of bird
species.

@ Indonesia has the world’s longest list of
species threatened with cxtinction, incuding
the Swmnatran riger, Asian clephant, Sumatran
and Javan rhine, clouded leopard, sunbear
and vrangutan,

@ Destruction of forest habitar resulring from
unsustainable logging, illegal logping, land
conversion for induscrial planrations, fires,
mining activity, poaching and wildlife trade
are driving species’ declines.

@ Cnforcement ufiegi‘slar]:}n 0 proftoct national
parls and other protecred forest arcas is woe-
ﬁ:l|}r Enad.::qualt.

Indonesia’s Forest Cover

size 1o those of Bravil, covering around 109

million hectares in 1995." They represent 8B0%
of South-East Asia’s forests® and 10% of the
word’s wopical lorest cover” They arc among the
wuorld’s most biodiverse ecosysrems.

Oflicially, Indonesia conrinnes ro claim 143
million heciares of forests.* However, cven
Indonesian Government figures for forest cover
vary greatly, with estimates as low as 92.4
million hectares, covering just 48.1% af the
rotal land area” L 1994 (he Minister of Forestery
reported that ", .we used to claim thar we had
141 million hectares of forests. It turned our
that only 80% of the estimuied area holds
forests.”* According to the available hgures, the
deforestation rate from 1982 o 1993 was 2.4
million hectares per year, far greater than the
Food and Agriculture Organisation (FAC) esri-
mate of 1.3 million hecrares during the period
1982-1991.7 Recent satellite images suggest
current forest cover is closer to 53%.°

A report quoting “non-official estimates” put
the loss of narmral forests inexcess of 40 million
oy’ per year, a rare which will see the exbaustion
of]:{rﬂc‘.-si?ﬂ[ old-growth forests between 2005
and 2070.7 The World Resources Institute found
that 72% of Tndonesia’s oviginal “frontier” forest
{relatively undisturhed and displaying the origi-
nal ecological features) has heen lostand of the
remainder, 34% is under immediate threar.™
Clealy, the removal of namral forests has not
been matched by the much-vaunred rimber
plantation programmes.

I ndonesias Lrupiml {orests are second on |_1.-’ in

e lndonesian Governmenr divides Foroseed
Lunsd into the lollowing classificarions, the
majority of which ate “producrion” forests in
which tle BOVELNMIENL May grant commercial
CONCESSI0NS;
Production G4 million hecrares (45%)

Conversion (for agriculmure or commercial
plantations) A0 million hecrares (21%)

Protection forests (For soil and watershed
30 million hecrares (21 %)

profccrion)

Conservation (for conservanion of
hiodiversity) 19 millinn hectares (13%)"




The Real Value of the Forests

Indonicsian torest policies have been subservient
to the demands of rapacious rimber and planta-
rion indusrries, Policies have sought to extend
the economic exploitation of foreses whilse
ignoring rheir true value as providers of a wide
range of invaluable environmental, social and
economic services, of which nmber s only one
element,

MNatural [orests are cisenrial in mainraining
ecosystems at local, regional and glabal level.
They provide habitat to half of the warld'’s
species, regulate climate, protect soils and warer
systemns aid provide a susrainable environmenr
for countless millions of people. In Indonesia
alone, I is estmared thar around G0 million
people are dependenr upon foresis.™

A recent study fonnd rhac a hectare of intact
tropical forest in Indonesia provides economic
services worth up ro USSG000 per annum. This
hgure includes rhe value of uselul plants, insecis
and animals {used, for fmmnple, 1 medicine).
Research has found that over 1200 species of
medicinal planrs origitiate [rom lndonesian
tropical foreses. The figure also allies the
foreses” value as a global resource o counter
atmospheric warming, ln total, the cost of
Indonesias current plans 1o clear lorest is arouwnd
L5512 billion.

A comparison of alternative munagement
stratepies in Binmuni Bay, Lran Jaya, lound daat
when account was taken of Uie value of fish,
locally used products aud ervsion conwrol, e
most profitable strategy wis to retain the
furest —this yielded US$4800 per hectare.
Clurting the forese for timber yielded just
USE3600 per hectare. Retaining the lorests
would allow continued use of the area wordh
USE10 million a year, providing 70% of local
income and prorecring fsheries worth US$25
million a year.”

Non-wond forest products (NWED) are a
significant source of revenue world-wide. The
FAD estimarcs thar over 150 NWED are traded
internationally cach year.® Hundreds of thou-
sands of people in Tndonesia have a sustainable
livelihood colleering, processing and wading
NWEL Indoncsia is a major supplier of prod-
ucts as diverse as pum rosin, rattan, bamboo and
essential oils.” Ratran, for example, is a susrain-
ably produced crop growing namurally in foreses
and it is widely used in furnimre-making,
Around 90% of the world’s rarman comes from
Tndonesia and 75% {rom Kalimanein.™
THewever, even these non-tmber products have
not escaped the intetest of powerlul businesses

Forest Functions

Carbon Sequestration and Climate Regulation

Forests—and in particular old growth [oreses play a vital role in oli-
mare regulation through the sequestration of carbon dioxide (CO).
Where farests are lost so roo is rhis vital [unction. Morcaver, logging
agravares this situarion as it releases CO through associaced burning
and decay. The Tnter-governmenral Panel on Climate Change
estimated thar the rropical torest destruction accounts for around
22.5% of anthropogenic global carbon emmissions (some 1.6
pigaronnes (107) of carhon."”

Forests also play a key role in local elimate regulation, moderaring
temperature, precipirarion, horizontal and vertical air movemnents and

albedo.

impacts upon Water Systems, Watersheds and Soil Protection

Foresis play a vital role in purilying and regulating water supply,
moderating the impact of storms and floods and creating and main-
taining soils. Logging or land conversion leading to the exposure of
soil o rainlall creates Increased run-off, loss of soil and soi1l nutrients,
landslides, Qooding, siltation ol rivers, streams or reservoirs and rthe
loss of crops or grazing land.

Biodiversity and Non Wood Forest Products

Forests contain between 50-90% of rerreserial specics. Tropical forests
alone are thought to contain between 10-50 million species—owver
509 of speaes on the planer.® Foreses provide a stapgering range of
non wood forest products. Some 15 000 species of wild plants and
animals are known to be used for foods, medicines and orher
functions, Internativnal trade in non-wood forest products is valued
at over USS1 billion annually®

Forests provide educational, recreational, acsthetic and cultural
benefts.

Envirdfirmentl and Ecoriomic Services Provided By Forest Ecosyetems

Biodiversity
Other
willLeflife
Ingacts Heptilas \

Extractive Hortigultere Crthrar welled
produtts Grassss plants
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Flant Climata
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|
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Indonesia has
the world’s
longest list of
species
threatened with
extinction.

128 mammal
species (29%)
and 104 bird
species (7%)
are threatened.

with connections to the former regime of
President Suharto, Thousands of rarran collec-
toes and ravan mart (gatami) producers have
sullered, because all rartan praduced in
Kalunantan had ro be sold —for an artificially
chieap price—to ASMINDO (the Indonesian
Furniture Association). TTeaded by former
President Suharea’s close friend Bob Hasan,
ASMINDIO imposed an cxport ban for semi-
processed rattan producrs forcing the rartan to
be sold exclusively ro Bob Hasan and
ASMINDO's rarran furniture facrorics in Java™

Indonesia’s Biodiversity—A Fortune
Squandered

Berween 50% and 0% ot all rerrestrial species
inhabit the world's forests and many of them arc
threatened with extinction primarily because of
habitat loss.® Spanning the Asian and
Melanesian-Ausiralion realms, Indonesia has a
strateric biogeographic position containing,
more mammal species than any other country

Fuir righi:
Fewer than 406
Sronaitvan tgers now

R and over 20 000 plant species.® It is home o

Helsa 10% of plant; 12% ol maminal, 16% of reptile

Loyl collecting rasan. and 17% of bird spedies lound on Earth, many
f

Al Canppaee!Srics Cadem

of which are endemic.® 18 381 bird species, or
4% of the warld’s toal, are [ound nowhere else
on Farth.* The istand of Borneo has a high level
ol Horal endemism, with about 34% ol all plant
species found nowhete else.r” Botneo also has 37
endemic bird species and 44 endemic land
mamimals.” This astonishing diversity is largely
due (o the extensive and rich variety ol the forest
ecosystems—soine 19 distinet [orest types have
been identified

Forest loss has walen s woll on dhis biodiver-
sity and today Indonesia has the world’s longest
list of species threatened with extinetion.
According 1o the IUCN Red List (1996), 128
mamimal species (29%) and 104 bird species
(7%) are threatencd, many by the loss of daeir
furest habimes™ Poaching—either for domestic
conswmption or for international trade—also
F{NH_'H d thrt_'a.t. ll'l d I'l'llmhf_‘r {}F CHSUS th‘_' (e ‘E_:U
hand-in-hand, as logging or ather forest devel-
opments serve to bring hnman populations into
closer contacr wirh hirkerro unrouched wildlife
populations.

Tn Borneo alone, a number of plants arc
threarcned by forest clearance, including iron-
wood (Fusideroxylon zwageri), an imporrant
commercial imber species and five (possibly
six), species of Rafflesia, Threarened mammal
specics include Borneo’s largest cat, the clouded
leopard (Weofelis nebulosa), the very rare bay cat
(Ebadial, the marbled cat (& mermmorata) and
the Har-headed cau (E planiceps). Rare and
threatened primates include the orangutan
(Pango pygmaeis), the endemic probascis
monkey (wasalis lervatus) and he western warsier
{Jatrsing bancanus). Uhe Asian elephant (Elephas
matciiies) and banteng (Boy javancns) are also
[acing declines due to forest dearance and
human-animal conflice.®

Severul bird species are ulso threatened by
Labitat loss and yet more by a combination of
h&bilﬂ.l 1{}55 Mld d.i.l'tl_'ltd L“d.[.TI.LIIEE 'n'I.Ild t‘l.i.l.lbi J.:JI
Li'ﬂdf-'. J.._}I:‘L'\lj.[lt i'.'i st I'I'IHTI'U'_'LI ::'L'[l{}Ilg Lht' LEfres-
trial and ycatching species and those [eeding
on undersiorey foliage. Logyging 1s also thougle
1o aflect spedies such as fock-tails and kinghshers
\'l'IlIl:ll Iﬂﬂi EI‘_].UHE fﬂE[—ﬂU\ViIlg SLOCAIS, Wl.lj.f.'ll
may becomme sil-laden or dammed by logging
activities, ™

Figs (Frcus spp.) are a key species lor many
frugivores, providing fvod when other [ruis are
scarce. However, many [ruiting ligs are
desrroyed when the dinber wees which are host
ro them are removed, This can result in 4 drop
in numbers ot highly frugiverous species such as
hornhills and gibbans* The implicarions of this
are even more profound where specics—such as




Ecological Abundance

Just ten hectares of Borneo's rainforese was
Found o contain 700 tree specics, equal to the
roral number of species found in the whole of
MNarrth America. Borneo is hame o ar lease
000 species of Lrees, including 267 specics of
diprerocarp (the most important commercial
rimber rrees in Sourh-Fase Asia). OF rthose,
8% are endemic to the island Y

For Sumates, the clearance of 1000 km*
(100 000 hectares) of forest would lead o
the loss of 50 000 monkeys, 9000 siamang,
6000 gibbons, 30 000 squirrels, 15 000
hornbills, 200 tigers and 100 elephans.®
Just 3% ol Borneo's forests are formally pro-
tected and illegal logging and setlement,
mineral exeracrion and other developments
continue to threaren this area, ™

hoenbills—acr as seed dispersers which regursi-
tate seeds unharmed, thereby Lacilitaing forest
regeneration.™

A number of mamuals and birds play a
crucial role in borh pollinauon and seed discrib-
ution, of tree SPCC'EES 1llciur.].ing mmmt:rciaﬂy
important species, For example, the [ruit,
durian, depends upon nectur-feeding baws for
pollination, bur localised habitat losses have
resulted in declines in bat numbers and subse-
quent failures of the duriun crop.”

Many of Indonesia’s most endangered

antmals are increasingly trreatened by habitae

!{JNH 'dl'.l.d. I'ILI:FI:'F:II'I ﬂﬂC].'lJELL‘].lIIlCl'lt.

Sumatran Rhinoceros (Dicerorfims suma-
trensis)

The Sumarran rhinaceros (Dicerorbinus
supatrensis) is probably the most endangered of
all thinoceros species.™ As a resule of poaching
For the lucrarive rrade in chino horn, numbers
have declined by 5049 over the past decade.™
Fewer thun 400 Sumatcan thino survive in very
small and highly fragmented populations in
Sout-East Asia wich Tndonesia and Malaysia
being the only significant range states, ln the last
few decades, the species has disappeared from
national parks in Borneo and there may no
longer be any surviving populations in
Kalimantaw.™ Lhey are now extinet in Kuiai
Narional Patk which was created to protect the
species. Fxperts estimarcd thar rhe roral
population in Sumatra stands ar berwoen 185
and 250 animals.® Uheir rypical habirars are the

Forest Functions

Indonesia is
home to 10% of
plant, 127 of
maimmal, 16%
of reptile and
17% of bird
species found
on Earth.

18 381 bird
species, or 4%
of the world’s
total, are found
nowhere else
on Earth.

rropical rainforest and montane moss fores
which are being lost across their range.

Anti-poaching efforts appear 1o lave largely
halred the hunting of these animals, However,
peaching o supply the demand lor rthino homn
used in traditional medicine has undoubeedly
had a devastating eflect.”

Sumatran Tiger (Panthera tigris sumatrae)

Uil hiis century, three subspecies of che riger
(Lanthern tipris) roumed Indonesia’s foreses.
Lintensive hunting and the loss of native hahirar
hias led o the extinction of both the Bali tiger
(L. baliva)and the |avan dger (P sondaicq)
which were endemice w the stands of Bali and
Java respectively. Today only the Sumarran riger
(Pt simatrae) survives in Indonesia. Tris close o
cxtincrion with potentially viable sub-
populations mt'a”]ng fewer chan 400 animals,
largely restricted to five national parls. A
further hundred tigers live in unprorecred areas
which will soon be lost to agriculmre, @

B B e T e
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“AN but mine of
29 species (of
primate) have
lost half or
more of their
original habitat
and four
endemics have
lost over 85% of
habitat...”

Below lefi:

Westerss fnvsier.

Belaw righe:
Clasecded lenpeayd.

Clouded Leopard (Weofelis nebulosa)

Classified by the World Conservation Union as
vulneruble across its range, the douded leopad
ﬂﬂ-’wﬁ*ﬁs nepulon), Bomeo's lu.rg:‘st Cill §pecies, is
sullering from habitat destruction and human
persecurion. This cat is considered ro be semi-
arbareal and uses wees lor resting, Trs dier
includes a number of arbareal species such as
monlkcys, gibbons and orangurans as well as
arher forest-dwelling animals. Clonded leopards
are found in dedlining swamp forests siich as
thosc of the Sebangau river cacchment arca in
Clenrral Ralimantan which is currently
threatened by the LG rice projece.” Tn Sumartra,
“the most serious threat [to the douded lenpard|
and ather large mammals ... s clear felling af
forests for conversion o agriculture or human

EL)
sertlements”

Primates

Indonesia is home to 29 species of primate of
which 16 (19 if all the Sulawesi macaques are
included) are island endemic, The direats o
these primarcs have long been recognised, Over
ren years agn, the IWCN reported dhat "all but

ek L
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nine ol 29 species have lose half or more of their
ariginal habitat and four endemics have losr over
§5% of rtheir original habia. .. For the Javan
gibbon and Javan leal monkey, specics with very
limited distributions in lowland rainforest, hahi-
tat loss is a drastic 96%" 7 More recent research
into the staus of the 12 primate species in
Kalimantan reiterates the concern tha [orest
degradation is the main threat to the survival of
these primates.™

Prohoscis Monkey (Nasalis larvatus)

Endemic o the island of Borneo, the proboscis
monkey (NMasalis larvatus) is estimated ar fewer
than 5000 individuals* und according o experts
continues to be regularly hunted for food,” The
largest protected population is found in Tanjung
Puting National Pack in Kalimantan, The Park
has been severcly degraded by fire, logging and
illegal gold mining over a period marked also by
changes in the primates’ group stability, size and
composition. It is fearcd thar a continuation in
these trends will resule in the local extinetion of
this popularion.® Flsewhere the speaces is
thought ta be declining rapidly and will become

restricred tosmall mmlly isolarcd pnpul:—nlnns.""




Sun Bear (Helarctos malayanus)

Few Indonesiun surveys of sun hear (Tlelarctas
mtatlatyariis) population starus and threars have
been undertaken and accurare informarion is
lacking, Experts assume rhar sun hears oconr
wherever there is sufficienr foresr cover in bork
Swrnatrs and Kalimantan.® Sun bears arc
otniivores eating fruir, griubs, birds eggs,
fedglings und honey. They ate experr climbers
and will climb to grear heights to reach the ness
of bees and termites. Given both declines in
forese habitar and direcr caprures and kills, che
specits is considered o be threatened.

The trade in hear claws, canine teeth and gall
bladders continues and EIA investigations in
1995 found rhar rhey are regulardy hunted or fall
prey ro snares, Their canine Leeth and claws were
found for sale in many gold shops in Medan,
Sumarra. Other shops sold gall bladders [or use
in medicine.® Although the internaional wade
in sun hear pares is banned (the species is listed
on Appendix T of CITES), it is thought that
some threar remains [rom the demand for gall
hladders from other Asian countries.

The sun bear is hwought w be purtcularly
SENSIfive o |Dgg,i.!1g vperations.” ELA rescarchers
in Cenrral Walimantan learnt of a cub which had
bieen caprured by villagers after its mother had
been killed by logging workers®

Protected Forest Areas

According to the ludonesian Government, by
1990, 303 terrestrial protected arcas totalling
FaU 000 lenrt had been established, with a
turcher 175 sites proposcd. Indonesia currently
has 37 (rerrestrial) natonal parks chosen "o
ensure the inclusion of viable and representative
samples of most of the nation’s ccosystems and
popularions of most native species”. However
conflices have [requently arisen and powerful
interest groups have resisted or ignored rulings
in favour of conservation.”

Thus whilst Indonesian laws are designed 1o
protece these parks (and indecd other nominally
prnn:crcﬂ areas such s rc:strvcs;}, adtquu!.t:
enforcement is lacking and many of the naonal
parks have undergone illegal logeing or other
encroachment. Furchermore, “prowected staius”
has [frequently proved (o be temporary, with park
boundaries shifred o allow logging or other
development. Under Tndonesian law, mineral
exploration is allowed under a permir system.

Kerinci Seblat, Sumarra, is Tndonesia’s larpesr
national park and onc of the mosr specics rich.
In 1993, 43 of Sumatra’s 47 key mammal

species and cighr of the key birds were recorded
there, Tlowever, as elsewhere in Indonesia, the
surviving forcsts, many of which have heen
illegally logped in the past, are under pressure
from farmers, rimher operators, agrosconglomer-
arcs and orher inrerests. This “prorecred forest”
is currently reporred o be in the process of
conversion o an oil-palm plantarion.®

Kutai National Park

Kueai NLE in Kalimantan represents anocher
highly biodiverse reserve and was established in
order o protect the Sumarran rhinaceros, whicl
18 now extiner in the Park. Kutai is home w 11
species of primate—including the Bornean
gibbow (Hylobutes muelleri), proboscis monkey
(Nesalis larvains), ved langur (Presbytis
riebicunds), grey kangur (7! bosei) and white-
[romed langur (£ froniata)l—06 species of
ungulates, 12 species of carnivores, 5 of repuiles
and 300 species of birds, representing 80% of
the wial Bornean avian species.® Mote than 500
tree species have been lound in K, induding
muany timber trees and wild relatives of
unportant fruit tees. ln addition, Kuwi is rich in
palms, rattans, orchids and pitcher plans™

Forest Functions
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“Wurtai National

FPark will

disintegrate
Further and the
last significant
sample of one
of the world’s
richest habitats

will finally

disappear from

the map.

i

In the MNational Conservation Plan for
Indonesia drafted in 1981, Kutai is deseribed as
an “irreplaceable example of lowland rain forest
[rom mangrove shore w dey lowlands induding
sinall areas of swamps. The area is Horistcally
rich... [and] has a wealth of wildlife purticularly
orangutan and banteng, Unlorunately die
reserve has been seriously desuroyed by logging
and oil well development and less than hall of
the area remains under original forest.” *

The rropical rainforests have the highest
hiadiversity index of all Tndonesian forests, yeL
currently less than 3% are protected, with che
lowlands of Kuai accounting for some 20% of
the original area of lowland forest. Yer despite its
hiolagical richness and conservation value, Kurai
has been encroached upon on many oceasions
and boundaries have been shifted to allow devel-
opment. Tn just one example, a strip of 100 000
hecrares along the coast was excised for oil and
logging exploration and the logged-over section
reinstated two YEULS luter. However a further
106 000 hecrares were excluded in 19739 Tn
1982 the area was declured a park, though ir is
now Lhought that the actual arca has shrunk by
25% 1o 150 000 hectares because of illegal
logging and forest fires”, which have desrrayed
arouird 2000 hectares of forest over the past year
alone™

Because of the system of permits which can
be granted for mineral exploration, the seare-
owned oil company Pertamina is allowed o
operate within the Park and has announced iis
intention to expand its operations into the
“sanctuary zone” of the Park. Other companies

have snughr licences to up]nir rhe considerahle
deposits of coal locared under che Park.
“Intensive seismic explorations have been carried
thiroughour the Park, also in vone 3, where such
dctivities are nor permited ™™

i 1992, a concession was granted to a local
LIIIIIJ’.'.'T L‘umpﬂ]‘l}r [0 remove Lht‘ llLLr\'t'Ht‘dl'.llc Lrocs
in a 20 merre serip alongside the road. “In realiy
all wrees within reach were cut and those
stretches of forest along the road thuc had
escaped previous devastation ... were seriously
dumag::d." :"

Kutai has no bulfer-cone and is hemmed in
by companies exploiting the areas narural
resources, including companies which in 1995
established *The Friends of Kueai® to oversce
some of the management of the Park. In the
castern secrion which was excised 10 1977, there
i5 2 |'|11gc liquid natural gis processing p[nn‘:‘ and
ferriliser plant. Lo the norrh lics the Kalrim
Prima Coal concession, a joint venture involving
Brirish Pewroleum and RTZ-CRA. Producing
ren million tonnes per year, ir is one of the
largest coal exporters in the world.” To the West
and South-West lic imber and plantation con-
cessions, induding Bob TTasan’s Kiani Lestar
timber concession.”

It temains to be seon whether these compa-
nies ate willing to make rhe Anancial sacrifice w
uphold and reinforee the conservation eflores
within the Park, orherwise, as UNESCO pre-
dicts, "Kutai Narional Park will disintegrate
lurther and the lasr significant sample of one of
the world’s richese habitats will finally disappear
[roim the map”. 2

I[ the forests are left undisturbed or are har-
vested in an ccologically sustainable manner,
then the options for future land uses are lefr
open. Onee the forests are damaged and deared,
their biodiversiry declines. species are lost and
irreversible cenlogical and environmental
changes occur. Most of Indonesids rich biodiver-
sity is harhoured within Ler rapidly disappearing
[rests,




The Timber Barons

@ ludonesid’s foreses directly support an
estimated 60 million Indonesians.

@ LEaiiremely poor implementation and enforce-
ment of legislation has resulted in the massive
over-exploitation of natural forests. Exeensive
loss of oranguean habitut and forese hiodiver-
sity has ocanrred,

@ Wealth derived [rown dmber, wood, paper
and pulp industities has been concentrared in
the hands of very [ew individuals and COT-
nies: Local comumunities and indigenons peo-
ple have received lictle henchr and have
frequently sullered due ro Governmenr forest
policics,

largest area ol tropical foresr, supporting an

estimared 60 million people and a vast array of
plant, animal and inscer life.! TTowever, the past
three decades huve wirnessed rhe unsustainable
exploirarion of this precious resource by
Tndonesia’s “tunber mafia” There now exists
overwhelming evidence rhar the timber, wood,
pulp and paper industrics are having a massive
negative impact on the country’s envitonmental,
social and economic health and security

Indn nesias foresty constiture the world’s second

The History—Corruption, Nepotism and
Destruction

The rise and accession o pawer of Indonesia's
military government in the second half of the
196Us led directly to the misappropriation of
Tndonesias [orests by the new regime and the
beginning ol an unsusrainable onslaught on the
COUNFIYS most precious nartiral assests.

Tn 1967, the government declared (hat i had
sole jurisdiciion over the narion’s forests (around
74% of the lud arca).” Traditional adas custom-
ary righrs to [orest arcas, which had evolved over
generations and had maintained a complex, sus-
tainable halance of forest resonrces were legally
revoked. Lacal communitics living in, or depen-
dent on, the forests no longer had the power w
stop oursiders—either Indonesian or foreign—
from exploiting the forests. Morcover, the
government which claimed srewardship of the
[orests was barh unable w pulicc these enor-
MEOUS ROy [}F ]Hnd a“d Wk, iIl an}r LANE,
complicit in their unsustainable exploiation. In
ettect the wadidonal rights of tens of millions of

people were handed over o a small number of
companics and stare enterprises which colluded
to maximise profits for the economic and mili-
tary ruling elites. As one analyst noted, the
government creared a real life “tragedy of the
commons ?

Wirhin this contexr, the govertument set
ahour a massive expansion of the tmber and,
more recently, paper and pulp industries. To
help they used subsidies and economic or politi-
cal incentives at every level within the indusrry.
To toreign investors the lndonesian cconamy
was lertile ground, Tax Incentives along with
lengthy operating licenses were granred.

In 1983, the lndonesian Government inwo-
duced a high export tax which resulted in the
cessation of raw log exports. This combined
with low royalty [ees wo depress domestic log
prices to around hall the world level (which
meant that forests were greatly undervalued eco-
nomically) and limited the interest in
rcplu.ul.ing.* Crlti{:a]]y, the move also ena_‘rumgud
uver-investment in processing capacity. Wilh no
controls over the toral annual cur, increased
demand for timber resulted in over-cu tting. For
example, the number of plywood mills
expanded from just 29 mills in 1980 t0 110 in
1990 with a capacity of over 11 million meires®
per annum’, although actual praducrion figures
are lower, standing at a reported 8.6 million m*
i 19960

In 1998, Indonesia’s wood processing indus-
tty compriscs ahour 100} wood-hased companies
with a toral processing capacity of around 45
million m* per year’, far in cxeess of the official
umber harvest which srands ar around 25
million m* {which i irself ahove the “susain-
able” harvest of 22 million m%.*?
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Indonesia’s
forests
constitute the
world's second
largest area of
tropical forest
... the past
three decades
have witnessed
the
unsustainable
exploitation of
this precious
resource by
Indonesia’s
“fimber mafia”.
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Timber Barons

The Winners—the Concessionaires, the Losers—Wildlife
and Local Communities

Lndonesia’s forestry policy is centred upon a concession syseem in which
a cotnpany—private or state-owned —gains the right o log an area of
forest, 1t currenty allows atound 490 timber companies to operate in
the 64 million hectares of forestlands designared as “production
forests”. State-owned companics control abour 11% of the forests,™
Production forests comprise 45% of the total in stark comparison 10
the 13% classified as “conservation” lor biodiversiry."”

Concession areas are designated in Jakarra and ofren cover the
muajority of a provinee’s land area. The mapping of arcas for umber
leases has rarely considered the boundaries of communiry lands, or
tracts used for hunring, gathering or long rotation agriculoure.
Daring the 19705, in Tasr Kalimantan alone, over 100 logging leases
totalling Y8 million heerares of coastal and riverain forests were
graﬂtﬂrl by Jakarta, representing over 50% of the pl‘mrincn's toral
m_zu

Across the whole of Walimanran, an estmated 2.5 million indigf:—
nous Dayak peoples were displaced or resetled due 1o lopging
activitics.’! The loss of these traditional lands, their biodiversity and
other environmenral, social or cconomic benefits wus lacilicared by a
few “rimber kings™ wirh close personal links to [ormer President
Subarro and in many cases the new regime under Habibie. During
the initial boom period of the rimber industry, “large numbers of
these concessions fell into the hands of the military and their
Chinese clients”.* The World Bank (1993) noted that of all lease-
hold areas “more than 30% is under the effective control of 20
companies; and in [act it appears thar five or six corporate groups
dominare the sector”* The ownership of concessions, log-trading
and wood-processing is highly concentrated in the hands of a few
umber magnates, the largest company, Barite Pacilic Timber, is
holder of five million hectares of forestry concessions {an area larper
than Switzerland).*

I fate 1995, the Forestry Minisrer
announced that logs may have w be imporred
[rom Burma, Vietnam and the Solomon Islands
to make up rthe sharefall. Malaysian log exports
would be avoided as they were helicved 1o
inchide smuggled Indonesian logs." However,
rhese plans were quashed in January 1996 with
rhe announcement that the supply of logs wonild
be baosted by the harvest of tmber [rom wichin
the Central Kalimantan mega-project (PLG)
which was expected to amount w 6 million m*
af rimber over the next fow years,™

The forcstry sccror remains a main-stay of
the Tndonesian economy —wood manuflacture
conrribures around 7% of GDPand is die
second-largest source of foreign carnings (alter
ail and gas).” Tlowever, this development has
anly been achieved by unsustainable levels of
exploitation facilitared by illegal activities
Huoughout the industry and ar the expense of
biodiversity, local communirics and indigenous
peoples and long-term social and cconomic
SECUEiLy,

Habitat Destruction

The World Bank reports that Tndonesia’s forests
are being logged a4 rate of roughly 40 million
m* per year, yet the sustainable rate
recommended by the Minisiry of Forestry is 22
million m? per year.” Timber companies are
cutting 50% more logs than can be replaced
through replanting'™ and at current rates ol
cxploitation commercially sized logs will be in
short supply by the year 2010 or eaclier.”

The highest rates of forest loss are in Sumatra
and Kalimantan—these regions also have the
highest concentrations of tmber concessions
and rimber processing industries.” About one-
third of Kalimantan and a quarter of Sumatra is
managed by timber companies.”

The lowland foreses are particularly ar risk.
Sumatra, for cxample, has lost over 70% ol its
ariginal lowland forests.™ an annual loss of one
million hecrares—roughly equivalent to the area
being logged. It is clear that licde or no progress
is being made in replacing forest cover®

Ms nacaral forest resources are destroved, the
rimber industry is striving to maintain its prohrs
and has resorted to plantations 1o supplement
supply. However, fur [rom alleviating, the pres-
sure on the natural {orests, plantations of
fast-growing, exotic timber species are poor imi-
tators of the rinlorest, lacking the ecological
richiness required wo support a diverse array of
wildlife and the sustainable econamies of local
COMMUNILEs.




Plywood Pirates

In 1988, the government imposed 4 limic on the
total number of plywood mills (120) and icis
estimated thar the number of mills in operation
has declined since that time * L was tepotted iu
1995 that 90% of the 23 mills operating in East
Kalimantan will probably ceuse operation,™
“Ciiven the fbre constraints on the natural
Furr_m;, addirional closures ure forecast over the
balance of rthe decade,™

Forest Management—The Inefficiencies

Indoncsias forestry practices are rife with
inefhciencies in bodh loggzing and wood
processing, resulting in a wasrage of onc-third of
the toral harvest (8 million m* and 3 million m*
respectively). Lhe 500 kilomerres of logging
roads in one lurge East Kalimanran concession
involved the clewsance of 40 000 hecrares.?

Indonesias forestry pracrices arc governed hy
the “Selective Cutting and Replanting Sysrem”
(Iebang Pilil lanam Indonesia—TPTT), the
objective of which was ro allow a sready How of
timber to be extracted over a 35-year rararion
period with a stipularion thar anly rrees wirh a
dismeter over 50 cm ar hreasr ]n:‘.ighr were avail-
able for [elling.® Despire the requirements
stipulated under this sysrem, neither “pre-
logging inventorics” nor “posr-logging residual
stand inventories” are canducred properly ar
reported ruthfully. A 1994 Warld Bank report
stated that only 2.2% of forest lopged in the
country had ever been subjecr ro rhe legally
requited residual stand invenrory” Furthermore,
over-cutting within annual cutring plans and re-
cutting at more frequent intervals than the
35-year cycle is nor utncommeon; companics are
given 20-year leases and rhere is no incentive to
adhere w0 a lengthicr curr'rng cycle® Tn 1996, it
was reporied thar 117 cancessions had been
revoked since the carly 19705 due ro poor forest
management.”

The TPL1 system hased extracrion foes on
removals mghtr than on rhe number of commer-
cial rrees in the stand, encouraging lcascholders
to fell only the most valuable trees, Tlowever,
since the royalty system was “a flar ad valorem
(proportional) rate, with no distincrion for
specics, grade ot siec, luggum have little incentive
to protect immature, inferior or less marketable
varicries with lirtle alter-tax stumpage value”,
especially if they could reduce extraction costs.™
As a resule, heavy damage w the remaining trees
olten vecurs—an average of 50%" but perhaps
as much as 70%* of the remaining wees may be

damaged by logging. Furthermore, compaction
of the soils caused by logging activity under-
mines the potenual lor nawiral regeneration
upon which the IT'TT depends. This greatly
reduces the lorests” value undermining incen-
tives [or proteciion lrom encroachument and

.Ill't.S.
Forest Management—The lllegalities

“Ie's not a secret that inber COIMPAnics tend
o be deceitful”

lormer lndonesian Forestry Minister.

Tllegal and corrupt practices are nife wichin the
Tndonesian tmber secror. The Minstry of
Forestry’s own figures showed thar 84% of
rimber concession holders failed to meer logging
rles herween 1992 and 19935 An assistanr ro
the Tnvironment Minister claimed rhar rimber
mills acmally process 50 million m* annually—ar
thar fime, rhis figure represented 15 million m?
maore than the official governmenr quota of that
rime. It rhese hignires are correer then it can be
cxrrapolared rhar roughly S00 000 hecrares of
taresr are illegally cur per year™ Tiven rthose
within the rimber industry have admirred cha
leisses ro government revenuic amonnt ro around
17583.5 billion per year and thar the low prices
af finished producrs such as furnirure in the
wood marlers of Singapore, the TISA, Japan and
Turope clearly indicared rimber smupgling and
an cvasion of export durics in Tndonesia,
Tlegally harvested rimber is used both
domestically and for exporr. The Forestry
Minister said in February 1996 thar 70% of the

Timber Barons

Indonesia’s
forestry
practices are
rife with
inefficiencies in
both logging
and wood
processing,
resufting in a
wastage of one-
third of the
total harvest,
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Timber Barons

Even those
within the
timber industry
have admitted
that losses to
govermment
revere
amount to
around US$ 3.5
biflion per year.

timber coming into Jakarta was illepal. A crack-
down resulred in the demining of 83 rimber
ships.” Tn 1994, it was reported that despite the
withdrawal of all logging concessions on the
island of Siberut, illegal logging continued. Lt
was alleged that Carya Pharmin Pulau Siberut
(PT CPPS) shipped illegally cut tmber 1w
Padang in Sumatra where, along with timber
from lrian Jaya and Kalimantan, it was
processed into plywood lor export w the UK,
rance, the Netherlands, Germnany und Hong
Kong." Japanese companies have allegedly pur-
chased llegally-cut logs [rom Kalimantan,
moviig themn across the border inte Malaysian
Bormeo,*

Under pressure from the World Bank, the
guvernmert announced a 10% increase in the
forestry fee but dmber businessmen in South
Surnatra said that the collection system was so
weak that they would continue with “the
accepted EJril]ir_.Lg system’ . llegal lopaing has
taken place in a number of prorecred areas. For
example, it was recently reporred thar 400 illegal
logrgers and a plywood mill were discovered in
Tanjung Puting National Park on Kalimanran
and driven our by the miliary®

The cost to the government comes fram the
avoidance of export durics, torestry fees and
reforestarion foes. This serves to further
undermine rhe relevanr aurharities whose
responsibility it is to control fimber operarions
and prevent timher smuggling: Funding and
capacity to deal with the current situation are
lacking, The former Forestry Minister said that
co-operation berween forestry officials and the
military has been poor in some areas due to

Methods of lllegal Logging in Indonesia:

l_,ogging vutside of concession boondaries
and in protected arcas.

Logging withouwt authorisation and obtain-
ing concessions by corrupt and illegal
means (bribery und coerdon).

Dver—:;uuiug and EIMOvIng under or over-
spred Lrees.

High-rrading (targeting the most com-
mercially artracrive specics).

] [{c—hmcsring before end of rotation ryc!ﬂ,

Under-declaration of rimber harvested, rax
avoidance and fraud.

Under-grading, under-measuring, under-
valuing and mis-classification of species.

Transter pricing (a mechanism by which
companies purposelully buy or sell goods
ar prices far above or below the market
price to disguise the wansler of profits off-
shore, thereby avoiding tax in the country
of operation), According tw one corpora-
tion, 19 out of 20 tmber companies in
southern Sumaiea manipulate their expore
documents to evade taxes.

R B




“deviations by officials”, * The Minisury of
Forestry (Mol) has been given litle capacity 1o
ensure that regularions governing cutting or
royalty payments are adhered (o, and penalties
levied for infractions, Nationwide, it is reported
that there is only one MoF swll for every

127 100 hecrares of forest, while i East
Kalimantan, where logging activities are heavi-
cst, the ratio falls ro one per 314 000 Leclares, ™
Vasr concessions—which average 100 000
heerares bur can be six tiines as lange™—located
in isolated regions with poor road communica-
tion hamper adequate monitorng of timber
pracriccs.

The problem is exacerbated by the role of the
milirary in logging, For example, convoys of
milirary rrucks have been reporred carrying ille-
gally-cur logs o Sabah.™ *Local officals who do
site inspections are either vulnerable ro collusion
with the loggers or feel powerless ro deal with
the politically well-connected concessionaires,
On top of that, illegal logging, with the suppart
ol local security officials, is rampane.™ ™

Deespite the formation in 1995 of special
ntegrated Forestry Scaurity Teams (TFPIIT)
these have been chronically underfunded and
underequipped. Even where scizures or deren-
tion of logging barges are made, it is often of no
consequence. ln 1996, 15 log harpes impaunded
by the authorities “disappeared” in rwo scparare
incidents and local officials in Kalimanean said
(anonymously) that the industry had strong
connectiotis with Jakarra.® A previous [ead of
Lanjung Puting was allegedly invalved in illcgal
logging—eurlier seizurcs of logs have disap-
peared without trace ™

Early in 1998, the Direcror General of Fores
P'rotection and Nature Preservarion was reported
us saying, “IUs a pity thar several wood process-
ing [irms are also invalved by buying illegal
timber because its price is cheaper than |t_.'g3ﬂy
cut Umber”.* In South Sumarra 62 000
unclaimed logs and 43 illegal sawmills were
reportedly discovered in a weelk” Between 1994
and 1997, the auchorirics have confiscated
364 000 m' of illegally felled wood and uncov-
ered 1526 cases of illegal logging * Tlowever,
despire evidence, it is difficulr for the aurhorides
to prove that some big foresr companies are
involved in illegal cutting. Fven where such sus-
picions can be proven, the penaltics do not serve
as a deterrent and pale in comparison to the
Incrative gains o be made from illegal actvities,
In 1991, Indonesias biggest timber company,
Barito Pacific was fined around USS4 million
for logging outside a concession area in East
Kalimantan. However, the company simply

relused o pay the fine and the matter was
dropped.™

A lorestry ollicial in Jakarra reporied
timber thelt from the forests is on the increase
and that e forest police are unable w cope.™

The Paper Problem

As Indonesias natural lorests have disappeared
timber companies looking 1o diversily have
urned to soltwood plantations w fud a
burgeoning pulp and paper industry. Production
has accelerated over the past decade with new
pulp and paper mills opening and more planned
it both Sumatez and Kalimaotan, Miniseers have
spoken of making the country one of the top ren
paper producers by 2004, with as much as 10%
of its productive forest land under plantations®

This new development dates back to the lare
1980s, when the government launched a pro-
gramme to cstablish industrial dmber
planrarions (Hutn Tanaman Industry or
“HITT") to support pulp and paper manufac-
rurng facilities 25 such concessions have heen
cstablished. A government proclamation now
requires any pulp and paper firm exploiting an
industrial fimber estate to develop a site to bring
in Javancse labourers under the government's
rransmigration programme. (nly the largesr
companics have the capital to be able to da this,
thus serving ro further concentrate wealth, pro-
ducrion and ownership.* In South Sumarra
alone, our of ren million heesares, farmers hold
only 1.5-1.7 million hectares while 19 compa-
nics awn 1.9-2.0 million.” All of the largest
new pulp installations are associared with some
of Indonesias mosr influenrial business
familics.®

Mast of the pulp plantations will enly he
praducing after the year 2000 Abour 1.4
million hecrares of forest has been felled and
planred, wirh rhe government aiming for 6.1
millian hecrares of plantatons.® Plantations are
nar alleviaring the pressure on natural foreses. As
the Vice-President of Indab Kiat said in T988:
“0ur rarger is to get access o 130 000 hecrares
of forest which will allow our mill to expand ro
onc million tons/year. .. Basically we are looking
for forest which can be dlearcut and replaced
with cucalyptus and acacia.” Where planrations
have been developed, the major species grown
are exotics, grown [or their speed of growth.
These include pine (1! merkusii), acacia (4.
mangium), albizda (A fulcataria) and cucalyprus
(E. deglupta)®

Timber Barons

The low prices
of finished
products such
as furniture in
the wood
markets of
Singapore, the
USA, Japan and
Europe clearly
indicated
timber
smugeling and
an evasion of
export dnties in
Indonesia.
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Japanese
companies have
allegedly
purchased
illegally-cut
logs from
Halimantan,
moving them
across the
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{Sister M), Liem Nine
Linpg (Salim Group)
andd Prayage Pangestu
{Barite Pacific Gromp),
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Indonesia’s annual pulp production is
expected to rise from about two million tonnes
in 1995 to 11 million tonnes by 2000 with at
least 16 new pulp mills due to start operating in
the next decade or 305 All of the 66 mills now
operating in Indonesia use wood [rom nawral
[orests with the frst plantation timber ooly now
starting to become available.” The pulp and
paper industry is faced with huge overcapacity—
industrial planrations cannot yet meet demand,

Foreign privare investments are conunon-
place in rhe pulp and paper industry. Most of
the millions of dollars spent to plan and build
new mills goes ro Nordic, Japanese and North
American suppliers and consultants and their
consortia,” The Finnish company Enso has
reamed up with PT. Inhwani 1l and Gudang
Garam to develop a 139 000 hectare plantation
in West Kalimantan, 80 000 hecrares of which
are cliimed by local Dayak people.™

Example: PT TEL

In 1991, President Subarto personally intervened
to facilitate the paperwork and financing for
Barito Pacifics planned pulp mill and plantation
in South Sumatra.” The PT Tanjung Enim
Lestari (11 T'EL) mill is heing inanced by Barito
PMacilic, President Subarro’s danghrer * Tuon”
{who controls the Cirra Group which has a 16%
stake in the mill) along with a consortium of
Marubeni, the Japanese Overseas Economic
Cooperation Fund, Nippon Paper and 25
[oreign banks. PT TEL will cost around USS1.3
billion™ and will he the largest paper pulp mill in
South Sumatra with an inital owpue of 450 000
tonnes of pulp, rising o one million times per
year, all of which will be exported dirough
Japans Marubeni and Sweden’s Cellmark.™

The mill will requite 4.5 million m* of pulp-
wond cach vear, ol which around half (owo
million m*) will be supplied by 2 300 000
heerare plantation estublished by s siseer
company T Musi Hutan Persada {(PT MITP) in
which the state-lorestry company— Inhurani
TT—has a stake.™ Some natural forest has heen
cleared for planations and around rwo-thirds
has already been planted with acacia and enca-
lyptus. The concession arca also includes
sertlements, local community plantarions and a
torest raditionally protecred by local people. Tt
is reported that P'T MHP has desrroyed local
peoples’ [ruit trees, rubber trees and other crops
by bulldozing and burning rhe land.” Protesting
Earmers have been arresred and their claims were
dismissed by the provincial governar who said
that they were mercly secking hnancial gain.™

PTTEL has cleared aver 800 hectares of the
1250 hectares which rhe mill will occupy and
brouglit armed guards in ro protect the area .
which is chumed by local people. Liule or no |
compensation has been paid to individual
landowuners. Some of the villagers have refused
to give up their land rights and have been sub-
jected to spot checks and bruality from the '
milivary.™

Logging within the warershed has caused (he |
teduction of water supplies alternating with
severe [looding™ which has submerged farmers’
rubber trees w a deprh of 1.5 m and caused wrees
o die.” Furthermore, mill efuent is o be
discharged into the river Lamarang which is the
main-source of both warer and fish for many
villages.*




Example: Barito Pacific

According to the Indonesian Tegal Aid Institute,
Bariwo Pacific’s activities violare the regulations of
1990 which state that plantations should only be
sited on crivically degraded lands and forest areas
with an annual productive capacity helow 20 m’
of tmber per hectare. Most of Tarirn’s sites are
said o be in “productive lotests or productive
croplands held by local communiries .. the prool
of this is evident 1o see, since there are log ponds
at almost every location.”™

Iransmigrants will be used as labour on the
plantation, but Baritw Pacific has previonsly
ahandoned 2000 transmigrant people wirh
neither a source of incotne nor any means of
growing food despite promising them secure
employment und the rights to wp rubber from a
small arca of plantation trees. Jobs comprised
wied clearance at rates of less than a dollar per
day and others were forced to find casual work
ourside the transmigration sites.™

Example: Sinar Mas

Tndonesias second-largest conglomerate, Sinar
Mias, has intercsts in finance, hotels and is the
world's largest holder of oil palm plantations.
Through its suhqidihl}r Asia Pulp and Paper
(APP), it is also one of the world’s largest pulp
and paper companics. World-wide, AP has a
combined pulp and paper-making capacity of
around five million tonnes per year™ and plans ro
increase total capacity ro almost nine million
tonnes by 1999, making ir one of the world's rop
ten pr{:dm:.’:rx.“‘ APPs subsidiary "1’ Indah Kiar
(wirh thrce plants in ITndoncesia) alone produces
around two million tonnes per year, However,
Indah Kiart is acknowledged by the governmenr
as having insufficient access to forested land ro
]cg;a”}r meet its pulpwood requirement. In 1993,
the company was fined 1S$ 1.4 million for
employing mransmigrants to carry out illegal
lopaing. ™

Example: APRIL

Foreign investment has become increasingly
important in the development of the pulp and
paper indusiey with numerous companices
involved in share Qoatusons on forcign and
domestic stock exchanges. One of the largest
companies, the APRIL Group (Asia Pacilic
Resources International Holdings Led) has
corporare offices in Singapore and is listed on the
MNew York Stack Fxchange. Tn 1997, APRIL and
Furapc’s larpest forestry company, UPM-

Summary of Foreign Involvement in the PT TEL

Austria
Germany

Swreden

Finland

Canada
USA

UK
Metherlands

Australia

lapan

Korea
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Austrian subsidiaries of Klockner
German export credits

Klockner Industrie Anlagen GmbH (turnkey contractors)
Deutsche Margan Grenfell (advisers)
Celmark (export to Europe)

Swedish export credits

Sunds Defibrator

Skandinaviske Enskilda Banken
Finnish Guarantee Board

Finnish Export Credit

Kvaemner Group (Tampella Power)
Ahlstrom

Merita Pankki (Union Bank of Finland)
Canadian export credits

Canadian subsidiaries of Klockner
AT & T Corporation

Bank of Scotland

John Holland {contractor)

Ballast {contractor)

Figro (contractor)

Theiss (contractar)

Dames and Moore

tarubeni Corporation

OECF
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Timber Barons

I Below:

The 3000 & af fogging
rewds in ane Fast
Kalimanran concersion
fnaleeed the clearance of
46 (D bectares,

B E T
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Kymumene (of Finland) announced a straregic
alliance to develop their fine paper operations in
Europe and Asia™

Controversy surtounds borh of APRITS
Surmatra-based mills—PT Tnd Tndarayon Urama
(LI} and PT Rian Andalan Pulp and Paper
(RALPD). PTTITT, a 240 000 ronnc per year pulp
and rayon mill in Northern Sumarra, has
tesulied in rhe curring of mixed hardwaad
[orests. Fucalyprus has been planted in parts of
the concession withour appropriate permirs and
40 Q00 hecrares of the TTarionboho Prorecrion
Forest have also heen cur™ Roads and planra-
tions associated with rhe mill have displaced
thousands of Barak people in rhe Take Toha
area,” Tr is alleged thar the cutring of the conces-
sions has resulred in a drastic drop in Take
Toba's water level” whilst logging-related
droughts have depressed rice harvests." Logging
roads are reported to have destroyed rice [1elds

and resulted in landslides, which resulred in
futalities.®

Conflict wirh local people arose trom rthe
start of I1U's aperations, Tn 1987, TTU abrained
a three-year lease on 52 hectares of land rhar
served as a villape commons, the resulr being
that villagers were forced o sell cheir buffala
herds at grear financial cose, whilst elsewhere,
villagers were farbidden from collecring wood in
community forests and encalyprus trees were
planted on an ancestral graveyard.”

Attempts o force the company to accept
responsihiliy have resulted in arrests and intimi-
dation hy the military, Tn 1989 when Indorayon
employees were released without charge for
scxnal offences, local women marched on the
planration and uprooted thousands of eucalyp-
rus seedlings whicly had been planted on theic
adat lands. The women were charged with
destroying property and “vbstructing national
development™.® lu 1992, local farmers whose
land had beeu appropriated asked Indorayon’s
workers 1o stop dearing their helds. Military
ollicers armed with M-16s then threarened the
[armers and several shos were fired.™

Indorayon, a subsidiary of the Raja Garuda
Mas Group, has been exporting around 60% of
its pulp production mainly ro Japan, Southeast
Asia, Europe and Taiwan.®

1o March 1998, it was announced thar
UPM-Kymmene would invess US5235 million
in AURLs Riau Andalan Pulp and Paper
(RAPD) mills increasing annual pulp capacity ro
uround one million ronnes and doubling paper
capacity to Z00 0 rannes per vear” Currently
the USE7350 million mill converrs four million
m* of wood inta 750 000 ronnes of pulp. A
planned cxpansion programme will evenrually
increase capacity totwo million rannes,”

It is estimated rhar the equivalent of one log
truck passes through irs gates every thiee
minutes from barh rhe 160 000 hecrares of
logged-over timber estates south west of the mill
and from other sources.” Riau Andalan is har-
vesting fifty specics of native tropical hardwood
while waiting for its acacia and eucalyptus plan-
tations to mature,™

In October 1997, the dispure berween local
villagers—whao have strigaled for years for
recognition of their land rights and far compen-
sution—and RAPP escalared. The company had
annotneed thae it would no longer honour an
curlier compensation deal, arpuing thar compen-
sation was no longer called for as the
appropriate pernits for crecting company build-
ings had now been obtained. RAPP also plans 1o
build 3 25 km road through ancestral land




owned by the villapers. Tnsuing protests resulred
in police violence and the hospiralizarion of
several villagers and the arrest of the village's
legal representagve.™

Oiver the past three years, hundreds of thou-
sunds of villagers in rhe Rian districr have
experienced declining fish carches—rheir main
hivelihood. Rough estimares suggest thar some
four to seven tonnes of fsh are lose from the
usual catch every month, resulting in a fall in
the daily income from around USS2 per day ro
just 30 cenes. The hsh carch began falling in che
middle of 1994 and over the past two years have
reached a nadir —a period which coincides with
the start of Riau Andalan’s operations. The pro-
cessing operarions depend upon the 100 000 m'
of warer which is sucked [rom the Kampar river
cvery day.'™ The Vice President for business
developmenr and environmental affaics for
UPM-Kymmene admitied that, “If you ke a
huge amount of water away, you're also aking
living crearires in it away. Fish embryos are
sucked by such activity. Lhat’s why lsh popula-
rion in rthe Kampar river is reduced.” ™ Despite
this, UPM-Eymmene are involved in a veniure
ro increase RAPPS production capacity with
unlenown consequences for the river ecosystent.

In April 1997, Bappedal (the Environmental
Impact Management Agency) blacklisied RADID
and 13 orher companies for water and air pollu-
rion and problems with the local prople. The
locals say that the company has acquired some
af rtheir land without proper compensation, ™

Tn Ocrober 1997, Riau Andalan was one of
the companies to have their IPK (right w dear-
fell) revoked for theic H'1'1 development in
Riau." The company was charged with fuilure
to submir the required audits certifying their [ull
adherence o non-burning laws, however, the
allegarions were strongly denied and a company
(rather than an independent) audic was reported
as having found no evidence of burning on
either the TPK or the plantation,™

An Uncertain Future

There is overwhelming evidence that the
hurgeoning rimber industry and the expansion of
pulp and paper-making [acilities are having a
massive impact upon not only tie ecological and
sociul structure of Tndonesia but the economy as
a whole. If this namieal resoutce is o be
conserved to allow truly sustainable
development, then the siranglehold thar rhe
handlu] of well-connecred business inrereses have
over the industry and the forests must be
relinguished.

Txports of all wood-related produces reached
1J55% 8.5 hillion in 1996, but are cstimared m
have declined by as much as 25% in 1997 m
USS$ 6.24 billion."™ Despire the fall in plywood
exports in recent years, (from US54.2 hillion in
1994 o 3.7 hillion in 1994) around 7.8 million
m* or over 40 of the world's pi}rw{md COMmes
from Tndonesian forests. "' The proparrion of
plywood exports going ro orher Asian connrries
(primarily Japan, China and Sourh Korca) has
also fallen over recenr years as exports ro the
USA and EU increased. " Furthermaore, as the
Indonesian and Asian cconomic crisis continues,
exports to Europe and North America could be
set Lo explode. As long as the Rupiah remains
weal and the IMF insists on the removal of
restrictions on export and investment, the
Indonesian timber and wood economy is
pethaps wo good an opportunity Lo iniss.

Timber Barons

It is estimated
that the
equivalent of
one log truck
passes through
its gates every
three minutes.
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Palm Oil

@ Clearing land for plantations is a major cause
of [orest lives; of the 176 concession holders
accused by the governmenr of starting fires i
Ocrober 1997, 133 were plantations,

@ 'Lhe oil palm plantation sccror is one of the
few profiting trom the fires. Stocks in planta-
tion firms such as London Sumarra and
Bakzie Planrarions arc rising,

® Since 1990 the area of Tndonesian land under
o1l p:dm cultivation has more than doubled
w 2.4 million hectares. Under the
goveriumend's current five-year plan the arca
will be doubled again to 5.5 million hectares
by the year 2000. To achieve this higure,
between 750 000 and one million hecrares
will have 1o be converted every year,
Indonesian production has increased by 57%
since 1993,

® Clobal demand for palm oll is growing by an
average of 7% EVELY year Production is fore-
cast to reach 17,5 million tonnes in 1998,

Relow:

Inclomesia ot accounts
Jor 319 of the worlds
preduciion of palm il

@ TFurope, Tndia, Pakistan and China are the
major marlers, although imports inro the
UISA are rising rapidly.

@ Dorh the TMF and the World Bank are
encouraging foreign investment and firther
privatisarion ol the sector. Western hnancial
institutions and private banks are invesrors.

@ Closely related 1o transmigration projecrs,
vast areas of Kalimantan and Irian Java are
scheduled lor conversion o oil palm estares.

@ 1he :iPrc'ud ufplmnal.iuu.s lias negalivf ellects
on both local people and natural forests.

@ |he industry is dominated by 4 coterie ol
business conglomerates with close links 1o the
ruling dite—including Asera International,
Sinar Mas, Salim Group and Bakrie Brothers.
Three gencrations of cx-Prosident Subario’s
family arc invalved in the secror through
plantations, palm il processing and
marketing.

L Tantye Bmngow 56l Picriver




Tnrernational Forestry Research (CITOR) w

state that palm oil is now the commaodity
with rhe most important impact on forese cover
in Indonesia’

The plobal palm wil scetor has undergone
staggering growth over the last decade. From
sinall beginnings it is now used 1 a hosr of
products and applications, from drilling in the
oil indusrry ro coffee whitener and hand creams.
Such demand has resulred in the creation of vast
areas of monoculture ail palm plantations where

uhcnnrr{ﬂlcd UK PATISION has led the Centre for

formerly namral forests existed. 'The conversion
of forest land ro planrations has been a major
cause ol the recent fires, destroying natural
forests, small-scale sustainable farms und
climinaing wildlife.

'T'he expansion of this burgconing commod-
ity has been largely confined ra juse two
neighbouring counuies—Malaysia and
Tndonesia—which now account for over 80% of
the world’s production.® In the struggle wo domi-
nare the indusiry Indonesia is committed 0
toppling Malaysia as the biggest producer. 1t has
vowed to double the area of its lands under oil
palm cultivation—to 5.5 million hectares—by
the urn of the century, prompting a massive
land clearance, fuelling [urther indiscriminate
burning across huge tracts of Sumarra and
Kalimantan.? It comes as no surprise that of the
176 concession holders publicly named for stari-
ing fircs on their lands, 75% were plantation
companics*

Global Market

Uneil the 1960s the cultvation of oil palm wees
(Elacis quineenis Jacg. ) was largely limited w the
native arca of West Africa,

Tiy the carly 19905 palm oil had heen trans-
[ormed from a commaodity barely traded on the
internarional marker to a lucrative agribusiness
secror, grown on industrial plantarions in the
Tropics, supplying an insatable global demand.

It has been phf:num::nn]ly SLlccEﬂﬂﬁll. patLiCtl-
larly in penetrating the food manufacruring
industry. At one time Europe only vsed palm oil
to lubricare machinery, but now uses around
rwo million tonnes of oil every year, mostly lor
tood applications.”

The surge in demand lies behind the unler-
rered expansion of oll palm plantations in borh
Malaysia and Indonesia. Over the last [ive years
global conswmption of palm oil products has
increased by 32%, aran average of 7% every
year. During the same period, production only
grew by 21%—from 13.8 million tonnes in

1993 ro a predicted level of 17.5 million ronnes
in TOUH an average of over cne million ronnes
EVery year.

Togerher, Malaysia and Indonesia are respan-
sible for over 80% of global vutput, with a 50%
and 31% share respecrively.®

Wirh indications thar Malaysian production
is ar a peak and is running our of land for new
plantations, Indonesia is fast catching up with
its neighbour. Bewween 1993 and 1998
Indonesia’s output rockered by 57%—from 3.4
million tonnes to 3.4 million ronnes.”

Warldwide demand scems cerrain to acceler-
ate production in Indonesia as the country goes
i search of precious foreign currency. The Asian
mirkets of China and India in particular arc
expected ro cxpand rapidly over rhe nexe few
yeats. China will impert rwo million ronnes chis
year alone. Tndia’s domestic producrion of veg-
etable oil stands 4t 6.5 million ronnes, a 38%
shortfall when compared wirh irs needs.

World Production of Palm 0il (1000 tonnes)
January | December
1998* 1997 1996 1995 1994 1983
Indonesia o400 5150 4540 4270 3JEGOD 3421
Malaysia #6600 @057 B3BE TETY SR TA03
MNA&S America 1098 1105 1027 9RGT 898 B1d
(Hivers 314 INT 2283 FI06 MEE 2160
[tal 17472 17629 16234 15703 14166 13794
*farecast
Source: (i Wild No 16, vol 41

Compuared with soya, rape and sunflower
vegerable vils, palm oil has increased its share of
exports among the four oils from 38% in 1964
to 52% in 19964

The discrepancy between increased demand
and production is serving Lo drive up palm oil
prices, increasing pressure for further expunsion
of plantations. The price [or crude palm oil
shipped to Europe stood ac $705 per tonne on
29 April 1998, compared with $562 vne year
carlier.”

The major consuming nations are [ound in
Furope und Asia, although the Morth American
market is gradually recovering alter concerns
ahout cholesterol levels in palm oil during the
19805,

In the Furopean Union the overwhelming
majority of palm oil imports are destined for the
food industry.” '

Turope’s preference tor crude rather than
processed palm oil, favours Indonesia, Last year
the EU imported 878 000 wnnes of palm oil
trom londonesia alone, worth 386 million ecu

Palm 0il

Uncontrolled
expansion has
led CIFOR to
state that palm
oil is now the
commodity with
the most
important
impact on
forest cover

in Indonesia.




The indigenous
Dayak people of
Kalimantan are
witnessing their
way of life being
destroyed by
the spread of
plantations.

Reivlis
Trpores fnta the USA
stond ar {32 B45 tonnes

af refired palngail fn
T97,

W Febe Wkl A F D Eruirmaent

(around US$408 million). 'Uhe major markees
for Indonesian palm oil were Germany (288 000
tonnes), the Unired Kingdom (170 000 ronnes)
the MNetherlands (99 700 tonnes), Spain (99 500
tonnes) and Traly (98 800 wonnes)."

10 India, Pakistan and the Middle Tast, palm
oil is widely used in cooking; and the combined
imports of these regions is atound three million
towies every year.'

Impares into the USA swod at 132 845
tonnes for refined palm oll, worth US$58
million in 1997. Indonesia’s share stood ar
21 495 ronnes, worth USSE million.* Yer
imports have heen growing rapidly, and rosc by
75% during the first six months of 1997, com-
pared with the same period the previous year.”

Indonesian Expansion

Conversion of former rubber estates into oil
palm plantarions has been taking place for the
last chirey years. Tt is only over the last decade
thiat expansion has led to [rencied land clearing,
driven by rhe desire of the government and
corporate business tm cash in on the palm oil
boom,

Lix the early 19905 international institutions
like the World Bank urped Indonesia wo increase
its [oreign exchange carning and diversily irs
export purrﬁniin o reduce reliance on timber
and oil. Oil palm was seen as the perfect solu-
tion, and soft loans were under-written by

development hanks o cncourage Investment, "

Diramaric growth followed, so that since
1990 the arca under oil palm cultivation has
more than doubled — from 1,13 million hecrares
to 2.4 million hecrares lase year™ Most of the
planrations arc locared in Sumatea or
Kalimanran. The province of North Sumatra has
the largesr area given over to oil palms, 565 989
hectares, followed by Riaw in Centeal Sumarra,
521 B0G heorares, and West Kalimanuan with
251 905 hecrares.™

The characrer as well as the scale of the
sector has also changed. Tn 1990, the suate
owned 33% of the oil palm land, while private
plantations occupied 41%. By 1997 the state’s
share had dropped o 199, while private com-
panies owned 47%, equivalent ro 1.2 million
Liectares. Smallholders have also increased dieir
share, from 26% to 34%, partly through the
role played by plantations in rransmigration
projects.”

Despite concerns over the unsuscainalle rae
ol expansion over the last seven years; this will
be dwarfled as the Indonesian government strives
to realise its ambition o become the world’s
biggest producer of palm oil. The country plans
an annual production of 7.2 million ronnes of
crude palm oil by the year 2000, ro be provided
by more than doubling the presenr plantation
ared w 5.5 million heciares.

Lix the two decades up to 1996 Tndonesia
increased its output [rom 400 000 ronnes




Social and Environmental Impaﬁts

Conversion of forest Lind into oil palm planta-
tions has frequently bad a devastaling impacr on
natural ecosystems and the local population.

For the indigenous people it ollen means
lusing their ancestral lands and traditional way of
life. According to PMlasma, an Indonesian envi-
roniental and human rghts group: " The hire is
I?ﬂ].}" H i :i}'l.uptum {JI.: ﬂ'ﬂ: IHI{L"U‘-’{.'I' U[P‘.‘.’UP}E:S Iﬂ.lld.
by big business.” In September 1997 a group of
villagess from the remote island of Siberut, oll
West Sumatra, travelled o protest against the
buming of their land by plantation companies,
Dcspite 2 1994 order from the president w halt
logging on the island, 70 000} hecrares have been
granted to two new oil palm plantations. In July
1997 the frsr ren hecrares were burmed. ™

The indigenous Dayak people of Kalimantan
arc witnessing, their way of life heing destroyed
by the spread of plantations. Replacement of
their rradirional parrerns of culrivation by plan-
rations is transforming sociery and causing the
cessation of vital practicesand rituals. Land grab-
bing by palm il projects is driving penple from
the land, cither by force or by coercion of the
village chiefs. Promises ol new schools and arher
facilities are made i land transfer papers arc
signed

Dayaks in the village of Lempunah near
Samarinda reported being oflered lump sums to
exchange their lands for shares in an oil palm
plancation. When they refused, mysterious fires
Liit the village, which foreign experts visiting the
aren said were sel by men who openly admirred
to be acting on behall of palm oil companics.
Ongce the Dayaks' crops are destroyed, they have
Livdle choice but 1o cede their Lind, which isworrth
less alter burning. They also provide a cheap
work [orce. One Dayak man who had losr his
[ruir trees said tha although e plantagon frm
only pays US$0.21 per day, he has no orher
choice

Local people i some areas have started resist-
ing, In March 1998, hundreds of people in the
village of Kudo-Kudo in West Sumarra artacked
the camp and offices of two palm oil firms. They
set fire to the camp of T Cipra Rasa Indonesia
after the fivm’s machinery and lorries damaged
local roads, and attacked the ofhices of P'L lucasi
Raya, fearing that a new processing plant would
pollure the area’s river system.!

Dhissenr has ofren been mer wirh brutal foree,
The 1996 U5 Stare Department Report on
Human Righrs Pracrices in Tndonesia related
how village leaders in Fase Kalimantan attempi-

ing o halr a planttion scheme were suipped,
bearen and burned with cigareties by the security
farces.™

A coaliion of human rghts groups in
Sumarra reported in Apeil 1998 thiat police sho
six people during a conflict between local vil-
lagers and an oil palm plantation company in the
Aceh region. Forty prople were arrested and over
one hundred Acd the area ™

A descriprion of life on the Adolina planta-
tion in Morch Sumarra illustraces the harsh con-
ditions which many workers éncounter. Often
forced to work a ren-hour day for a manthly
salary of Rp 8% 000 (US$8 approx.) and a 40 kg
buag of rice, the labourers have to buy their own
tools and bicycles ro carry palm nuts our of the
plantation, The warlcrs arc caught in a paverty
trap. Their children arc usually only ahle o com-
plete secondary school hefore searting worlk on
the plantation.”

Ol pali cultivation has negarive impacts on
the natural environment. Replacemenr of the
rainforest with a planearion system alrers species
compusition and erodes biodiversity. Replace-
ment of a forest ecosystem with a monoculmure
such as o1l palm which is nor indigenous o the
repion reduces the available habirar and food for
a range of animal species.

Extraction and processing of palm oil also has
an cnvironmental cost, [t is.estimared thar crude
palm il production of six million ronnes will
renerate 15 million tonnes of palm oil mill e
ent, cqquivalent w the domestic sewage produced
by 22 million people. TFlefr untreared, such a vasr
quantiry of organic macerial will adversely cheer
the environment,

il palm plantarions routincly pur down
poison to protect the rrees from rats. In March
1996 a plantation company was accused of
killing 12 wild elephants in the provinee of Riau,
through indiscriminare use of paison.”

e (g

“The fire is only
a symptom of
tie take-over of

people’s land by
big business.”




Small farmers
are responsible
for a maximum
of 10-20% of
the fires, with
the remaining
80% caused by
burning to clear
land for oil
palm and
pulpwood
plantations.

over four million® lis inportance w the
country’s economy is Wlustrated by the face thac
palm oil was one of the main components ol a
USE500 million batter deal which involved
Indonesia gering 12 Sukhoi jet Lgliers and 8
helicopiers from Russia.”

The rate of expansion has meant that the
additional land needed to reach the 5.5 million
hectare rarger has already been awarded o con-
cessionaires, who cannot possibly convert the
land in rime. To double the plantaton arca by
2000 would mean establishing one million
hecrares of new plantations every year.

Former foresory ministet Djumaludin
Suryohadilusomo confirmed the scale of the
governments plan before being vusted in the
cabinet reshuffle of March 1998. “So far 3.4
million hecrares have been oflicially released, of
which more than two million hectares have been
rurned into oil palin plantations. The policy of
allowing [oreign invesiors w be active aygain in
the oil palm plantuion business will hopefully
soon reduce the ares of idle land.” He expressed
the hope that plantdons would soon start in
the released areas of Sutmatra and Kalimantan ro
prevent land speculators jumping in.*

Oil palm planiation companics are often
closely linked 1o the tinber sector. Onee an arca
lias been logged out, the remaining forest is
granted o plantation operators for furcher
exploitation. Remaining trees are cut down and
sold, then the scrub and vegeration left is
burned 1o clear the way lor oil palm mono-
cultuge™

The present bout of forest cléarance is heing
df]:"l"ﬂl.l b}i‘ l]:lt: CH{JI[E U[C’UIICCEEiﬂIl I'Iﬂld.i'_‘rﬁ %]
keep up with the authorites. Both national and

D Mk Edwardrital! Mo

regional governments have been pranting con-
cessions [aster than firms can clear the land in
the hiead-long rush for higher production,

The picture is complicared by the fact dha
there is a time lag berween the award of conces-
sions and the granting of licences to clear the
land. In the face of such uncerrainey [irms have
been going ahead and clearing the land with fire,
as they know they have already gor the
concession,

While the governmenr granted permission
for the conversion of 300 000 hectares of [orest
to oil palm plantarions in 1997, the World Bank
estimates thar Tndonesia is losing one million
hectares of foresr each year, As land under oil
palm is classificd as foresied under nuonal kaw,
it is apparent thar replanting is falling behind
clearance

Sarellirtc images taken in 1997 dearly showed
the link herween planiion companies and the
conflagrarion which engulled the entire region.
The Minister of Forestry used these images o
publicly name 176 lirms which held land rires
where fires were identified. OF these, 133 were
planrations.®

While government and industry have rried o
lay the blame on shifting slash and burn agricul-
rural merhods employed by indigenous people,
and on the El Nifio weather system, the contral
role of the palm oil sector is beyond doubr.
According ro Guunrit Singh of the Malaysian
Cenrre for Envitonment, Technology and
Development, small farmers are responsible for a
maximum of 10-20% of the fres, with the
remaining 80% caused by burning o clear land
for il palm and pulpwood planrarions.

An American businessman in the region rold
a 1S senator on a face-finding mission thar the
fires “will happen next year and cvery orher year
uniil rhey oo alter the big licensees” ™

Twven the current economic crisis in the
region and the ecolugical impace of the fires
have failed 1o dampen enthusiasm for palm oil.
The seeror is one of the few profiting from the
present chaos,

Despite past edicts limiting foreign invelve-
ment in palm oil, in February 1998 former
President Subarto issued a directive CIOVITL
barricrs ro foreign investnent in vil palm plan-
tations and to speed up the processing of
applications™, in line with luternagonal
Monetary Fund (TMF) demands, With the col-
lapse of many industries across the country,
agribusiness is heing hailed as a potential saviour
and a vital [orcign exchange earner. In the same
maonth as Subarto opened the secror o foreign
firms, plantation shares posred a gain of 29,5%




on the Jakarta Stk Exchange®

The spread of plantations is also closely allied
to the government’s transmigrarion policies,
with 35 compunies involved in setring up new
plantations under the scheme® Transmigration
schemes luve been at the very heare of the
Suharto government’s policy of decanting popu-
lation [rom the crowded island of Java to the
more sparsely inhabited regions. Wirh large
arcas of Sumarra and Wesr Kalimantan already
converted to estates, artention is numing to
opening up new fronts in casrern Indonesia—
notably Fast Kalimantan, Central Kalimantan,
and Trian Jaya.

Tn his first speech as Forests and Plantations
Minisrer Sumahadi announced he was closing
the provinees of North Sumatra and Riav o
furcher planration development. Instead new
investment will be directed east. “Forests areas in
Biau and MNorch Sumatea have been [ully
utilised. Tr is betrer and conunercially more
viable for new investors Lo open plantations in
Eastern Tndonesia, ™"

Policies suggested or imposed by the IMF
will also drive furiher expansion, While calling
for a reduction in land conversion targets, the
IME is also pursuing the contradiciory policies
ol removing restrictions on foreign investment
and lifting the wemporary ban on palm il
exports imposed in January 1998.°

Corporates—~Fanning the Flames of
Extinction

Like muany arcas of the Indonesian economy, the
palm oil sector is dominated by croneyism and
nepotisin, The profiss and lucrative foreign
exchange earnings denved from che palim oil
sector have attracred a host of conglomerates
with dlose links w the ruling dass of Indonesia.
Many of these firms also have timber lnerests
and receive government subsidies fur establishing
plantations, It is no surprise that several
members of ex-President Subiarios family have
been able 1o secure concessions and conrracts.

Of the plantation firms accused of serring
lites in October 1997, many are owned by some
of Indonesia’s wealthiest individuals and their
corporate groups. Those with a stake in palm oil
include the Salun Croup of Seedona Salim {alias
Liem Sioe Liong), Eka Ljipta Wijayas Sinar Mas
group, and Mohanunad “Bol™ Hasan's Astra
Internarional; Companies owned by an army
[vundarion were also named. ®

According to the Tndonesian Government,
Soedono Salim was the largest individual tax-

payer in 1996, followed by Eka Tjipta Wijaya ar
nuinber twe, Salim’s son Anthony at five and
Bob Hasan ac 21,1

‘The Bakrie Brarhers, rhe respy prihunﬁ (non-
Chinese) business family in Indonesia, min a
business empire strerching from relecommunica-
tions to palm oil and rimber. Aburizal Rakaic
was the 50th highest taxpayer in 1996,*

The Bakries own around ) 000 hectares of
oil pulm estates in Sumatra and are developing a
similur-sized operation in Kalimanwan, In 1997
the firm announced s intention w build a
USE30 million crude palm oil plant in West
Java wo compete in the cooking oil market
apainst Salim and Sinar Mas, and o export palin
oil products overseas.”

Hasan, emporarily Trade Minister between
March and May 1998, controls Asira
International, a conglomerate spanning a vast
range of business areas, including caes and plan-
rations. The company is banking on its oil palm
intereses to keep it afloat during the economic
crisis which has badly allecied other core busi-
nesses, It predices increasing s output of crude
palm il by 38% in 1998, from 254 000 tonnes
ro 3560 000"

Borh the Salim Group and Sinar Mas are
involved in all stages of the palm oil production
cycle, from owning plantations w producing
and markering the resulting conunodities. Sinur
Mas subsidiary PT Smart is in the process of
establishing a 40 000 hectare estate in East
Kalimantan ro augment its existing 64 000
hecrares of planations across Sumatta and
Kalimanran and feed into its own cooking oil
and margarine production plants.™

If a local
official fries to
intervene “you
Just bribe him.

At most you
promise to give
him some
shares. Then
fe’'ll just wash
lis hands of the
matter. Who
will know? It is
stich a big

7’ LONSUM

PIPP LONUON SUMATRA HOORESIA Tl
PULAL RAMEBONG ESTATE
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An American
businessman in
the region fold
a US senator on
a fact-finding
mission that
the fires “will
happen next
year and every
other year until
they go after
the big
licensees”.

Another big player accused ol starting lires is
PT London Sumatra (LonSum), a former sub-
sidiary of Brivish-based fivm Harvisons &
Croshield which has extensive plantadion hold-
ings in Malaysia. The company has been
invalved in the Tndonesian plantation sector
since 1906 and launched on the JTakara Stock
Tixchange in 1996. The firm is expanding
rapidly with a 100 000 hecrare project in South
Sumarra and 15 000 hecrares in Fast
Kalimantan. In 1997 it posted a 17% rise in
profits based on sales of 78 514 tonnes of palm
oil ¥

LonSum claims ro have the highest crude oil
palm yicld in the world, ar 5.2 tonnes per
hectare, and works closcly with Uifield, a
British-hased jnint venrure wich Unilever, carry-
ing out work ro improve palm wee quality and
growth rares.”

The acriviries of the Uniseraya Group illus-
trate how rimber firms have switched inw the
plantation business. Afrer 25 vears EXPErience i
the timber industry, the irm moved into palm
oil in 1993 wirh irs first plantation of 4000
hecrares, and has plans to expand w 32 000
hecrares wirh rhe creation of diree more
planrations.™

Thiee generations of Indonesia’s former
ruling 'I:an'li]_;r,r have interests in plantations, palm
oil processing and marketing. ln the mid-1980s
jnint ventires were formed between Salim
Crroup, Sinar Mas and two of Subarne’s sons—
Sigir TTarjojudanro and Tommy. Sinar Mas wene
on ro create its edible oils division in conjunc-
tion with the ex-President’s third son Bumbany,
who also has a stalee in the Bakrie Brothers plan-
tation husiness,”

Yer anorher sibling, daugleer Siti Hadiad
Harijadi, gor involved, forming a joint venture
with 2 Malaysian business to create a 44 000
hecrare plantation in Sourh Sumatra in 1994.%

The younger gencration’s stake is held by
Sigits son Ari [Tarjo Wibowo. He picked up a
quota ro marlker 70 000 ronnes of crude palm
il per manth from rhe stare 1ugisi_ic5 board
{Bulog), and was also awarded the government
contract to develop an 810 000 hecrare plantatdon
in East Kalimantan as parr of a TrAnsmigration
project.’”

Malaysian Investment

I the face of dsing competirion from Indonesia,
where labour is cheaper and conversion land
more plentiful, Malaysian palm oil firms have
invested in new plantations on irs neighbour’s
Lerritory,

Afraid of losing their comperitive edge, firms
have rushed w invest in the Tndonesian secior,
where the average cost of producing one toune
ol crude palm oil is jusr TIS$150, compared
with US$250 in Malaysia, ™

Malaysia is also approaching saturation point
in terms of land available for planiation expan-
siot. Industry estimares that by the wen of the
century plantations conld occupy 4 maximum
area of around three million hectares, leaving
livtle room far growth for the present 2.5
million hecrares dedicated (o plantations.™ The
situation is radically diflerent in Indonesia,
where companics cannot keep up with the con-
cessions being awarded by the government.

By March 1997, when the Indonesian
Government called a wemporary halt wo foreign
investment in palmy oil, 27 Malaysian firms had
entered info joint venwures with Indonesian
counterpares o clear land und embark on culd
vating ncw planeations covering 1.5 million
hecrares. ™

One Malaysian Qe which has followed chis
path is Ausrral Enterprises Berhard. By acquiring
land in Kalimantau, the frm s developing a
30 000 hecrare il palm plantation through irs
Indonesian venture 11" Micra Auseral, TCIFCSENT-
ing over one third of the firm’s toral planration
arca. Using rhis extra capacity Ausrral predicrs a
praduction level ol almost 900 000 ronnes by
2001, compared with just over 500 000 tonnes
forecast for 19098, .

The complicity of Malaysian firms in serring
some of the fires pardy explains the mured criri-
cism by a Malaysiun Government whose people
had ta endure chronic pollution ar the heighr of
the hlaze. -

The Tndonesian authorities have been inves-
tigating reports that 18 Malaysian and five
Simgraporcan hirms were responsible for fircs on
their concessions.
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Future Prospects

Tt is a dark irony that the palm oil sector, one of
the main culpries behind tae fres, s set 1o
benefir from rthe environmental catasirophe
engulfing Tndonesia.

A combinarion of the Fl Nifo-induced
droughr; plus the haze, is allecting vil palm
yields, prompting a rise in prices in the face of
growing demand. As over 80% of the world's
palm oil comes from the area affecied by these
cum‘iil:im:!s. concern vver supply is pushing
prices up by at least 10%.%

Rising prices and the need for foreign
exchangs caused by the collapse of the Rupiah
lus prompted investment analysts to back the
plantadion sectoe. On the day of the export ban
being lilted analysts ar PT Indovest Securirics
and I"]"'Irimegah Sccarindolestari were both
advising clients to buy plantation sharcs, partic-
ularly London Sumatra.® The same day share
prices on the |akarra exchange opencd higher,
boosted by trading in plantarion shares.

In Qctober 1997 anc analyst was quoted in
the financial press as saying: “The big plantation

companies arc saying T hanl you very much for
the fires’. Iris good nows for them because the

land is cleared, the selling price goes up and they
are not it allecied, ™™ Both Bakeie Pluntations
and London Sumatra stocks have been nsing
since, and o similar etfect has been seen on the
Kuala Lumpur exchange, where the plantation
gsector lias risen by over 200%™

Foreign investment is also ser ro climb as a
result of IMF-imposed policics and structural
adjustment loans ta fund furcher privatisation of
the agribusiness secror.™

While the fruirs of rhis continued expansion
accrue largely in the hands of a small elire, it is
the indigenous people and remaining forest
environment ol Indonesia which bears the cost.

Palm il

“The big
plantation
companies are
saying ‘Thank
You very much
for the fires’. I
is good news
for them
because the
land is cleared,
the selling price
goes up and
they are not
that affected.”
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Consumers

Caorporartions and development institutions in the
major palm oil markers of Europe and the USA
have helped drive the dramatic expansion of plan-
rations in Indonesia in two ways: by creating
demand for the oil across a range of industries and
by tunding rhe expansion through invesument
hinds and bank loans.

Tn rhe Nerherlands, whete [ndonesia is the
largest supplier of palm oil products, the main
importers are the conglomerate Unilever and
food manufacturer Cargill.® Cargill also impors
palm oil inro the UK.

Cargill also directly invests in oil palm plan-
rations through its Indonesian  subsidiary
Hindoli. In one project started in 1997 the
company is developing 4 US$45 million planta-
tion and processing plant in South Sumatra,
involving the planting of one million oil palm
trees, as pare of a ransmigration project®

[ Australia the leading food producer Good-
man Fielder has two joint ventures with Indone-
gian firm Sinar Mas using palm oil for cooking ail
and snack loods, and involving the popular brand
names Meadow Lea and Mother's Choice™

Diie 1o the time wken for oil palm trees to
mature, these corporations can deny culpabiliny
for the present lires, although they bear some of
the responsibility for past dearances. Yer the fren-
zied expansion now taking place is in part
hnanced by Western fnancial institurions.

The Belgian holding companies SOCTIN
and Sipet have [unded oil palm plantations in
Indonesia™, as has Rabobank Duta Indoncsia, a
joint venture involving the Dutch Rabobank
group which finances planwations.”

Various international investment funds have
also put money into the Indonesian plantation
sector, The Scottish-based Edinburgh Java Truse
has a holding in PT London Sumatra, while the
Tndonesia Fund Tne, part of MNew York firm BEA
Associares, has a stake in Astea lnternational, o
conglomerare with a plantations arm.™

Palm Oil is commonly found in products as
diverse as margarine, biscuits, cooking oil, cos-
mefics, after sun lation, soaps and even in the
manufacture of plastic products. Palm oil can
cven be used ro fuel modified vehicles.

By far the higgest user of palm oil is the food
industry, accounting for 90% of production, ™

Palm oil is increasingly employed in the chem-
ical indusery for the producrion of oleachemicals
which are of a similar nature ro petrochemicals
and have a variety of industrial applicarions.

UK Firms Involved in Indonesian ﬂmhﬁnm

Several publicly-quoted companics in the UK
have direct invesunents in palm oil estares in barh
Sumatra and Kalimantan. Londan-hased R.EA
Holdings has a 41% cquiry stake in PT REA
Ealtim Planwations, which is developing a 50 000
hectare oil palm project in Fast Kalimanran.

The concession area lies 140 lem norrh weizst of
the provincial capiral Samarinda, and spans the
Beleyan River. The company ohrained ride ra the
first 13 000 hectares in 1995, and by last year had
obuained in principle the release of a further
35 000 hectare cancession from the foresty
ministry. Labour for the plancation scheme is
being provided by transmigration sertlements in
the area.

Rowe Evans Invesrments of Tunbridge Wells,
Kent, possesses a stalee in over 30 000 hectares of
oil palm planrations in Sumatra. Through either
subsidiarics or associared companies the [irm lss
an interest in PT Kerasaan lodonesia, L
simpang  Kiri Planttions  Indonesia, I
Pangkatan Indonesia, and P'1' Bilah Planundo.
These four concessions tfange from 2-3000
hecrares and are located around Medan and
Clenrral Sumarra, A [ilih venure, I Agro Muko,
is developing a 20 000 hectare plantation near
Benglaly in South Swmatra.

Anglo-Fastern Planations is still quoted on
the London Stock Exchange despite the
controlling stake being bought by a Malaysian
consortinm in 1993, The company has over
10 000 hecrares of oil palm in six estates around
Surmatra, The firn is planning to acquire a further
17 000 hecrares in South Sumatra to extend its
Puding Mas and Alno estare.

Aswell as commercial financial organisations,
development banks bave also provided capital o
fuel the planadon craze. In 1996 The
International Finance Corporation, part of the
World Bank Group, put together a funding
p_a.::kag:: of 1J5%41 million for the company PT
Kalimanran Sanggar Pusaka to expand both it oil
palm cstares o 35000 hectares and irs
production facilities in West Kalimanran. Those
contributing o the loan package included Bank
Brussels Tamberr and DEG, the German
Developmenr Bank.”

With Indonesian banks in free-fall and devel-
opnent assistance increasingly attaching strings
to loans in the plantation secior, it is likely thae
commercial banks in the West will have a key
role in fnancing the Indonesian Government's
plans to convere a million hecrares a year o
plantarions.




The Pengembangan Lahan
Gambut Project (PLG)

One Million Hectare Development Project in
Gentral Kalimantan

n 1995, former President Subarto issued a
Idc:r.n:t: announcing a project 10 boost
Indonesia’s rice production.’ The projecr
known as the PLC way intended w convere over
one million hectares of Centeal Kalimanean's wir-
gin and logged-over foreses and existing agricul-
wural sites into 638 000 hecrares of rice-fields,
with the remaining 362 000 hectares o be used
for harficulrure, plantations, conservation areas,
housing and reservoirs.” The project proceeded
despire the protests of local communities, indige-
uous peoples, hoth narional and international
LON-GOVErMMENT OTEanisations and withour an
Environmenrtal Tmpacr Assessment

Arcund 20% of the land has been converted
with the loss of nariral Foreses and thelr wildlife
and with massive environmental and social
disruption,”

'Lhe project was planned ro rake four or five
years Lo establish, at an estimared cost of USSH
2-3 billion.* Initial funding of TIS$227 million
was drawn [rom Indonesia’s Reforestation Fund®
(a fund made up of levies made on commercial
logering and ade 1o be used for reforestation
projects). ln dhis instance the fund was w be
used for a project resulling in massive deforesta-
rion. Lhe plan required the drainage of the peat
swamps and involved the construcrion of 27 000
km of canals and irrigation channels.*
Converting the swamp into producrive agrricul-
tural land is estimated to cost berween USE500
and USF3000 a heciare”

Despite the Environment Minister's
admission that "our knowledge of the
environmmental risks. . .is sull minimal...”", and
contrary to ludonesian law, the Tnvironmeneal
Impact Assessment was undertaken only as the
pmjcr._'t Prun;'t:t'dtd rather than [ﬂ'iﬂr to s
approval. The Environmental Tmpact Assessmenr
was {inully released in January 19977, one year
after work had begun, The Favironmental
Impact Assessment found thar ar most ouly 40%
of the total project area is suirable for agriculoure
and transmigration sites, recommending that the
remainder (870 400 hecraves) should be
conserved., '

Worle began on the project in January 1996."
During the 1997 dry season, Borneo’s worst fircs
ook place in this region as the companies
involved used fres to dear land

The Ecology and Economics

Much of the PLE area consists of highly acidic
deep pear which s dillicult and uneconomic ro
cultivate {aronnd 150 000 hecrares).” Arcas of
shiallow pear (less that Uiree metres deep) found
along rivers and coastal areas have been
converted ro agriculture with some snecess, bur
only by adding large quantities of ferrilisers and
pesticides.! Fsrimares suggest that as much as
2.4 million litres of pesticides may be required
vach moudy,®

In extensive parts of this area just two or
three rice hurvests will be possible belore acidih-
cation, toxification and micronurien deficiency
of the peat soils make further cultivation impos-
sible." The forest fires of 1997 used w clear the
land are also thoughr ro have contributed 1o the
acidification ol the soils by adding lignin and
rannin. Lime has been added o the soils inan
artempt to tmaintain the alkaline levels necessary
for rice culuvation and in late 1997, the water in
rhe River Martapura was green-brown in colour,
a problem which was linked o the additon
upstream of several ronnes of chalk in order w
reduce acidity levels.”

The peat swamp forests acras a natural bulfer
apainst downstream Hooding and their retoval
will incvitably have damaged the hydrological
system. This, in turn, is likely to result in
draughr and flash Hoods downstream.™ The
Fnvironmental lmpacr Asscssment further
warned that rice fields and rransmigration sites
could he fuoded by sea warer wichin a few

F.m I'S.H

PLG Mega-Project

During the 1997
dry season,
Borneo’s worst
fires took place
in this region as
the companies
involved used
fires to clear
fand.
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PLG Mega-Project

I The [:{]ﬂlﬂfﬂtﬂ [:Illlsllﬂtﬂrs Environmental lmpact Assessment Recommendations”
I irtgpasted rice fialds; A1 000 b
The real rarionale behind che schemic has heen riofy irrigated rice, secondsry crops, sugar cane, vegetables,
| mp{:arcdl}r cha|icngtﬂ. In 1993, the Government plantations and fruit % 7600 ha
_ announced that Indoncsia may have ro hegin Tolak: 586 700 ha
|I importing logs in order to make up the shortfall ':4']_% of tatal)
I - L . tlver lianks 115 A b
berween log producton and processing capaciny.
However, President Subarro later announced thar s
the log supply would be boosted by the rimber bk s S
harvest within the PLG, a harvest expecred o doop peat 145 300 ha
produce around six million m? of amber over the hydrology 217 700 ha
next few year,™ tpurts sand 71 700 ha
Environmental and conservation black wates 39000 ha
organisations, both within and ourside of other 267900 ha
Indonesia claim that the projecr’s infrastrucrure Total 755000 ha
and development was an end in irself” As the Total project area 1457100 ha
scale of the project demanded vasr commissions
for the companics invalved in the construction
and in the supply of cquipmenr, tertiliser and
other marerials, the incenrive o the corrupt and The PLC’s main project eonrmracrar (PT
nepotistic regime was likely ro have been Sambu} was appointed withour any bidding
irresistible. process.” Indeed the projoer was reporred ro have
moved to the wp of the political agenda after
e — —— | businessman Tay Juhana made a direcr pitch 1o
l Sustainable Resources? Subarto for the development of large pares of
l Kalimantan’s forest arcas. Juhana is reporied 1o
Investigarors [tom the Environmental Tnvestigarion Agency (ELA) vis- be the President-direcror af Sambu which owns
ited PT Sumber Alum Leseari (The Sustainable Narural Resources more than 100 000 hecrares of coconut and oil
Company) on its third day of production on the banks of the Barito palm plantations in Riau, Sumarea.® It is
River, opposite the village of Jenamas, on the border of the project. rumotired that they achieved this contract as
The wood is brought from the local sawmill and processed into dow- “compensation” afrer 2 Sambu logging
els and other produces, Whilst ar the facrory TTAs investigators concession was reduced.” Sambu was
| filmed the production of broom handles for export ro American, comumissioned to oversee the canal and lock con-
’ Taiwanese, German and Singaporcan markers. struction, after nbtaining a rwo-year contract
|| The investigators were informed that the factory possessed all the {worth a reported rp 500 billion) 1o open the
necessary paperwotk for export. Cargo ships were expected (o come primary irrigation nerworle® They are also
. directy to the factory, where they would load the products, pay the thought to have supplied the heavy equipment
. export durics and sail sourh ro Banjarmasin and the open sea® and were commissioned to construct Lransmigra-
| How camps.™
i 5 Three other companies are reported o be
® involved in the projeer. PT Sumaca Timur
{;‘ Indonesia (part of the Sambu Group and
& thought to have the involvement of Tommy |
i Subarto)®; PT Pembangunan Peramahan and ¥
Wilea ™
Numerous timber suhsidiaries and saowinills

have appeared throughour rhe PLG atea over the
past two years. Local reports confirm that
although some of the fimber harvested has been
used in the construction of ransmigrane
housing, processed dmber is heing shipped bath
to Java and overseus.™ :

Around 3 dozen tinber companics holding
the “IPK” licences (which allow them to clearfell
an arca) have been jolned h}r TILLTICTOLS illf:g,:if
logpers. Logging has been detected in areas
— which the Environmental linpact Assessment
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identified for conservation?’ Recent reports state
that “the problem of illegal logging is petring
warse - every week tons of whole logs are
shipped from [the] Mengkarip river”.

(Other companies are supplying the foertilisers
and agricultural equipment. Pharmaceurical
giant Leneca are one of a number of companics
invalved in the supply of chemicals ro the project
through their subsidiary named PT Zencea Agn
Produces Indonesia.® They are reporred ro have
provided free herbicides such as ParaCol and
CGramoxone and pesticides for the tmial projecr
arca.™ An Sigic (former President Suharto's
arandson) is reporred to own the company sup-
plying the lahcls for rhe pesticides packaging.*
The provincial Governor’s son is said ro have a
monopoly over rhe supply of chalk to the

projocr.

An Environmental and Social Disaster
The Biodiversity of the Peat Swamp Forests

Avround 6.8 million hectares of peat swamp lor-
est are found in the coastal lowluds of
Ealimantan. These ecosystems provide vital habi-
tats Lor many endangered wildlife species.”

Research conducted in the Sebangan River
catchment area (covering around 5000 kin*
within the PLG project area)™ identified 35
mamual species, the majonity of which are arbo-
real and 150 avian species. Crucally, this lise
includes several species which are dlassified as
endangered, threatened or vulnerable by the
Convertion on Internarional Trade in
Endangered Species (CITES) and the World
Conservation Union (IUCN). They incude
vrangutan (FPongo pyemaens), sun hear (Helarctos
matlayans), ouded leopard (Neofelis nebulosa)
and marbled cat (Fedis marmernana) and 2 number
ol species were [ound outside of their previously
assumed range. Bird spedies include the rare
wrinkled horbill (desros corrugatos), helmeted
hombill (Bucervs vigil) and Storm's stork
(Civonia stornii)”

Litde is known of the fish speaies inhabiting
the peat swamp lorest and the associated black-
watet habitats, but these, and other aquatic pop-
ulations are renewable resources of economic
importance o local commumities. These ecosys-
tems have taken thousands of years wo develop
and are habitat 1o 82 fish and shrimp species, 23
repriles, 5 amphibians, 7 [resh-water turdes
amongst others.™ The unique black river ecosys-
tems of Cenrral Kalimantan have also been dam-
agred with rivers reparted to be flowing wirh
green water.™!

An Orangutan Graveyard

For the orangutan in particular, the Sebungau
region is of critical inporance. Swudies found an
overall density in the upper catchment area of
1.7 individuals per kun', Given the assumption
thar up to half of the Sebangau catclunent con-
tains suitable oranguian habitac, the wowl popu-
lation could approach 4000 individuals—
berween 20-40% of the wual estimated populy-
tions surviving in Indonesia, The peat swamp
forest is an important habitu for oranguian in
RBormco. “Any increase in the intensity and
frequency of imber extruction in peat swamp
forest conld have a crivcal effece on the
abundance of this endangered primate.”#

TIA investigators learnt that the fires duning
1997 had caused many of the animals to flee to
the river edges. Orangurans in particular had
become much more common alongside the
rivers and many are thoughe to have been lalled
o captured afier fecing the fires.® The remains
of adult erangurans were scen in both the rmans
migration camp in Dadahup and in the Pilang
area. Many orangurans have been caten by
villagers who have lasr their income as a resulr of
the project.”

PLG Mega-Project

“Any increase
in the intensity
and frequency
of timber
extraction in
peat swamp
forest could
have a eritical
effect on the
abundance of
this endangered
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There are
several
thousand Dayak
people living in
the Napuas
area who are
tlependent
upon their fish
ponds (beje),
rattan gardens
and the forests
for their
strvival,

Impact of the Project on Local People

Unider heavy pressure {rom government and cor-
porations, the Dayak people agreed 1o the
project and were promised drinking water sup-
plies, land, housing and [air compensation.™ The
imposition ol the project and damage it has
caused o the region has led 10 extensive protest,
resulting in arrests and indmidation.” A
spokesperson for I'] Swimatra Timur Indonesia,
a subsidiary of the main contractor, '] Sambu
Group, stated that, amongst the local people
whose traditional adet lands have been appropri-
ated, “there s already a high level of understand-
ing of the importance of the project so thad they
release their land withowt compensation”. ™ The
Ciovernor said o 1996t die backwardness of
“isolated proples” meant dsat as a human
resource they could not yet be used efliciendy in
development.®

There are several thousand Dayak people liv-
ing in the Kapuas area who are dependent upon
their fish ponds (beje), ravan 115 and the
forests for their survival. The land tenure system
which pre-dates the Subarto regime, granted up
tor five kilometre streechies alongside the rivers w
the local people and the former Dutch colonial
system of “verklaring” recognised the inheritance
of rattan gardens from one generation to the
next.” The canals and heavy equipment have
damaged these mraditionally owned arcus and fires
used to clear the forests have spread o local peo-
ple’s gardens and fishponds. Lo cadly 1998, E1A
investigators visiting the PLG found that many
rattan and purun gardens, have been destroyed
by fire and drainage. Rattan and purun™ have
provided a sustainable livelihood for the villagers
for many generations. Villagers reported dua,
prior to the project, they were able w eamn
between 20-30 000 rupiah (US$3) per day
carrying rattan to local collection areas. Now it is
difficult to carn more than 2000 rupiah
(US£0.20) per day.®

Many community [ishponds have been
destroyed as a result of drainage.™ One pond
cun produce two tonnes ol [ish earning around a
willion rupial per year,” The use of herbicides
now threaten the tiver fish and waditional crops
upon which the villagers depend. The main river
has become so muddy and polluted that it can-
not be used tor barthing or drinking warer and
piped water must be paid for.”

In the Fast of the project arca, locals ranch
water buffalo which are used for ceremonial pur-
puses. Prior to the project there were over 3000
bulfulo in the arew, woday there are around 900,
Mumerous buflalo—valued a 1.8 million rupiah

(approx US$200)—are reported o have
drowned in the steep-sided canals or become
rrapped in the drying mud.

In several arcas, people are resarring o
illegally enrring rimber and carching river hsh in
arder to survive, Lirtle or no compensation has
heen paid for the lass of land and livelihoads.™

Transmigration

Berween 19GY and 1994, Indonesia’s transmigra-
tion programme moved eight million people
[rom the densely populated areas 1o the outer
islands such as Borneo. Over that period 1.7 mil-
lion hecrares of [orest were suripped™ bringing
increased pressures upon the indigenous popula-
tions and environment. In Ceneal Kalimanan,
316 000 transmigrant families were intended 1o
be brought in 1o work on the PLC project™,
though it is reported U the area can only
accommodate around half that number or
168 000 [amilies.” Payments of up o USE2000 |
wete ollered w [amilies joining the project.”
60% ol the inidal 3000 families o be setded by !
March 1997 were to be drawn from the local [
population.®

EIA visited the site of the first cransmigration
camp in Dalubup and mer with transmigrancs
who were cultivating rice. One worker claimed
w be produdig three tonnes of rice per hectare
{about hall the yield in Java) but was only able 1o
produce wiy crop because his plot was not on
peat soils but the more fertile Averain areas. The
“Green Revolution” rice serain requires high lev-
els of feniliser und pesticides which are currently
subsidised by the government, bure chis subsidy
will end in 1999, Other workers explained thae
they had been forced to move to the |
ransimigrant camp because they had lose chair |
traditional lands as a resule of the projece.® |

Postscript

|

|
Drespite the warnings of scientsts and Non- |
Governmental Organisations that the project |
could not achieve the desired aims of riee |
production, the development proceeded. In carly
June 19948, the new Cabinet of Reformation ad
Development announced that the project area
will be halted due 1o its inelliciency, economic
and envirdnmentil cosis, The Minisier of
Agriculrure stated that rice production will
instead he tocnsed npon optimizing existing
“sawah” rice paddics and will seek new and more
suitable areas for rransmigrarion.*




Corporate Arsonists—
Forest Fires and Corporate
Responsibility in Indonesia

® The fires in Indonesia over 1997 1998 have
burmnt in excess of oo million heorares of for-
ost land.

® Corporate enterprises controlling logging
arcas and plantations, with close links to the
(zovernment and milicary, have heen impli-
cared as the major cause of these fires.

@ The impacr on the environment, wildlife and
people has been devastating, Estimares for the
cost of the fires in 1997-98 range trom
US%2-20 billion

@ Ioiis estimared du i dae fres in Indonesia’s
peat bogs burn lor six months they will
release 1 billion wnnes of carbon in o the
aunosphere. Western Europe’s carbon dioxide
emmissions ate below 900 million (onnes a
year

@ As many as one thousand oranguians are
thouglit 1o have been killed as a resule of the
[ires.

he fires which raged across Indonesia during

1997-98 are one of the grea environmenral

disasters of this century. It 15 estimated thar
in six months during 1997 the fres burne ar lease
owo million hectares of land' and Pl'udllced
greenhouse pases equivalent to the annual emis-
ston from ull the automobiles in Europe.* They
spread poisonous smoke over six countries,
affecting more than 70 million people and cost-
ing billions of dollars in healdh, transporr, rradc
and eovironmental damage.’

Tl fires are the result of short-sighred
government policies, corruption and corporare
sreed. Those responsible for this environmental
catasttophie are the sume individuals who govern
the country and control the businesses making
massive prolits from clearing the land with fire
to make way for plantatons. Unless [undamen-
tal relorm of Indonesia’s political and business
regiine is carried out, the fires and environmen-
wal destrucrion will continue unabated.

An asea the size of England and Wales has
now heen consuimed by the fires which were first
reparted in the mid-summer of 1 947. Although

thiey were quelled ro some extent by the onser of
monsoon fains in November 1997, che fires
resumed in 1998, and in some arcas have been
more intense and widespread than in 1997, e is
Teared diat the dead woad, much of it from rees
killed during the initial fires; are set to make the
situation much worse.

In April 1998, Indanecsia’s former
Environment Minister, frwono Sudarsone,
explicitly blamed imber companics for the
burning during 1997 and the new round of
uncontrolled fires in Kalimanran. TTe srared thar

65% of the land (around 160 000 hecrares)

burned in East Kalimantan since January 1998
belongs wo timber companies and thar the fires
were deliberately lit for land-clearance. “The
land-clearing activities are intentional,” he told
journalists in Jakarwa, “but the problem is thar
the fires have become uncontrollable ...

Flames of Extinction
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A Burning Issue

Fire has routinely been used o clear scrub,
grassland and logged-over [orests to make way
for small-scale agricultural developments.” A
report prepared by CTFOR in 1997 pointed
out that “lire eliminares field debris, slows re-
growth of weeds, reduces pest and diseasc
problemns, adds tertiliser in the form of ash and
loosens the soil to make planting easier™

1t is not simply the deliberate targeting of
an area lor clearance, but the inability o
contain the fires which has resulted in the
recent situation. The rapid spread of fites may
whio be linked o activities in the natural lorest
ccosystemt which  has  rendered  them
susceptible to burning, The [elling of a single
large tree destroys more than a dozen smaller
trees and this resultant woody debris provides
ideal conditions lor fige w spread. The removal
of the forest canopy exposes the remaining
ﬂjliagr tos the drying effects ol the sun and over
the pust twelve months, the problems have
been exacerbated by the onset of El Nino
which brought a prolonged droughe.

Srudies in'Tanjung Puting found dhae 20%
of the trees will survive one fire, but the drying
this canses will ensure that any further
E’xl?(].‘il.ll'{: (4] .E.l't' will CAlLEsE d.'l.t.' ﬂ]l’cﬁ[ Lix I.K
du\‘tm}'ﬁ{.” DPhuring 198283, the miost severe
fires ook place in the second year due o the
carlier destruction and the already smouldes-
ing underground peat and coal seams®

personally T rhink it will require ar least UIS452-3
hillion |t extinguish] the hres”.t

Mumcrous srarions across Indonesia are
monitoring and co-ardinaring effores o
exringuish the fires. TTawever, efforts ro combar
the fires are cxpensive’ and have been laracly
unsuccesshul

The Corporate Arsonists

In Seprember 1997, the Indonesian Government
named 176G companies as being responsible for
deliberarcly searting fires to clear land and
foreses.” This list included some of the most
powertul and well-connecied corporate interests
in the country. Tndonesia’s largest timber-based
company, the Batito Pacilic Group which
controls around five million hecuares of forest
land®, was named because ol the [ires on s
controversial pulp plantuion ("5 Musi Hutan
Persada) in South Sumatra.? Ex-President
Suharwo’s close [riend Mohammad “Bob™ Hasan
and the Presidends daughuer Tuwt also Lad
plantations (dmber and vil palm respectively) on
the list." 'L imber pla_ntaﬁtms_ belonging w Sinar
Mas (ludonesia’s st:n;_'und—]u.rg&:st conglomerate™)
and oil palm and dmber plantaton companies
controlled by Indonesias biggtst conglomerate—
the Salim Group {owied by Liem Sioe Liong,
Indonesias richest man®)—were also amongst
the accused.” According to many, the fires “will
happen next year and every other year until they
go alter the big licencees™. ™

A elling insight into che mroedies sperandi of
the plantition sector is offered by AIS
Budin, Executve Dircctor of the Rubber
Association of Indonesia. He admitted: *If you
do land clearing in ploncer arcas where no roads
are established the only pracrical way o gt rid
of the debris is wo burn " He added char if a
local official wries to intervene “you just bribe
Lim. At most you promise o give him some
shares. Then he'll just wash his hands of the

watter. Who will know? It is such a big area” @

The Use of Fire for Land-Clearance
Although banned in 1995, fire s sill routinely

used over extensive areas o clear foreses for
_commercial planting. Unscrupulous companies
secking o extend (heir concession areas are using
fire ro grab land cheaply (compensation is only
payahle for damaged crops tather than [or the
land ieself) or ro drive small Gmers ouct
Since the carly 1980s when logging compa-
nics accelerared their operarions, particularly in
Kalimantan, forese fires have hecome an inercas-




ingly scrious problem. During the 19905, burn-
ing has increasingly been used 10 clear land for
plantations—largely for tubber, pulpwond or oil
palm.

Fanning the Flames of Extinction—The Costs

*Tigers and elephais are leeing the burning
jungles. Birds are Lalling [rom the murky skics.
Schoolchildren are faining ar their desks. Ships
are colliding at sea.™" The fires which have swepr
across Sumatra and Kalimantan over e pase
year are having profound and lasting impacrs
upon the environment, wildlife and economies,
not only of Indonesia, bur also of her neighbours
acrass South-East Asia.

(lurrent estimarcs suggest thar ar least two
million hectares of forest were burnt in the
1997-98 dry scason.” OFf this between 40 000
and G} 000 hectares of protecred forests and
p:]rh'l:mrl were destroyed in 1997 alone. Fire
alfecred 17 narional parks and reserves.™ In East
Ealimantan, fires ronk hold across the provinee
including protecred arcas. By mid-March, the
liead of Bapedal (rhe Environmental Impact
I'\-iaimgen'mnr Agency} in the province, rtpurlﬁd
tiat 80 000 hecrares of forest had heen
desuoyed rthis year.” More recently, a UN fact-
finding team said that over 200 000 heceares of
[vrest had heen razed

A Malaysian forestry official in Sarawal
claimed thac it could take ar leasr 100 years w
reforest the destroyed wacts® and arhers have
suggested that it will wke 25 years before the
forest can even begin o sustain wildlite.” As
mauy ol the fires have taken place in arcas slated
for conversion o oil palm, timber and ather
plantations, the forests will not be rehabilicared
and have been lost for good. Ludwig Schindler,
team leader of the lntegrated Foresr Fire
Management (IFFM) I'roject in Easc
Kalimanian, sums up the sitwation thus, “99
percent of the lives are man-made and most of
them are deliberately sel, so is pointless to
think of puting them out because somehody
wants .., the e [wo clear die land]™ "

The Economic Costs

Estimates put the cost of the fires ro South-East
Asia at U554.4 billion For 1997 alone. These
costs include TIS5494 million in fmber losses,
1755470 millian in lost agrientrural production,
115514 hillion in lost benchirs from the [orests,
incliding food, medicine, water suppl}r, erosion
and storm controd and US$272 million in

damage caused by rthe impact of the fires upan
global warming."

L BMorthern Sumaera, 3000 bhecuares of oil
pulin plantations have been destroyed,” The
huze hampered the ripening ol fruits and traders
and commeodiry associations reported that collee
and cocoa producrion were affected. 1o
Malaysia's Johore srate, the agriculiuee depart-
ment warned thar the reduced sunlight was also
affecting crop produetion.™

‘T'he financial impact upon tourism is difi-
cult to calculate bur figures from Singapore
alrcady show a decline in tourist arrivals of more
than 15% for December and January year-on-

year?

The Human Cost

The ensr in terms of damage ro the health of
some 20 million people remains incalculable *
[ 1997, ar lcast 40 000 peaple were reporred o
have suffered from respiratory ailments. Tong-
term effecrs of smoke damage include: throar
cancer, harm to the kidueys, liver and nervous
system”, brain disorders, skin and eye allergics,
and exacerbarion of heart and asthma problems*
Estimates of the costs of short-term healrh care
alone have been put at over USE200 million

The Environmental Cost

For wildlife and the environment, rhe impacrs
ate even more difficult w quancify. During 19482
and 1983, the huge forest fires which swepr
across Kalimanran resulied in the extincrion of
several species in Kutai National Parle* Tater

Flames of Extinction

“The land-
clearing
activities are
intentional. . .
but the
problem is that
the fires have
become
uncontroflable

« . .| think it will
require at least
US$2-3 billion
[To extinguisi]
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During the 1997
fires, the
former
Environment
Minister
reported that
land owners
treated his
officials with
contempt,
claiming friends
with political
comnections
and immmenity
from
prosecution.

studics revealed the extent of the long-term
damagc o the forests. Soil guality deteriorated
as a rosult of the death of soil organisms and
increased nutrient leaching, Soil erosion was ren
to twenty times greater in burned than in
unburned areas in Koai” With the onset of the
raing in 1283, soil erosion brom exposed areas
increased (he sediment load of the Mahalkam
River and threarened the important inland
fisheries, The almost complete destruction of the
pear swamp forests, which had acred as a giane
sponge regulating warter How, led 1o increased
[looding in downstream riverside villages.® In
1998, drought and fires combined 1o deswroy
critical watersheds, alfecting the drinking water
supply in the cities of Samarinda and Balikpapan
in Ease Kalimantan ®

Destruetion among the canopy trees that
produce {ruits and seeds imporant 1o verte-
brates was 40-60% and crown dieback allected
the majority ol surviving [ruit trees. This had
important consequences lor [rugivorous birds
and mammals, Large numbers of animals died
during the fires, especiully the less mobile crea-
tures such as nestlings and forest floor reptiles
and amphibians. Given the high fruit tree mor-
tality (44% of canopy [ruit trees), the decrease
i available food resources las impacted the
sirviving animals and some species, notably
hornbills, fruit pigeons, barbets and squirrels
declined.® During 199798, a number of birds
were reported w have been found dead from the
ellects of smoke.” In the longer term, there ure
[ears for the neclar-feeding insects, birds and
buts if soot is deposited on lowers. ™

Elsewhere in both Sumars and Kalimanian,
the impact upon species—including many
W.I.Ij.(_'i.l Are HJII:"-I.d}" ﬂldilug‘:ﬂ:‘i—fm }{"Cl. ] E.Jt.'
[ully derermined. Fires were known to be alight
in bare 1997 in (e forests inhabited by (e
elusive and critically endangered Sumatran
thinoceros (dcerarbinus sumatrensis)."™ Otier
antmals including Sumacran uger (26 siomatrag)
and Asian elephant (Elephas maximas) were
teporied 1o be entering villages, leeing the fires
and in search of food. ™ The f[res are known 1o
have critically endangered other species. In the
Kersik Luwai Nature Reserves in Fast
Kalimantan the rare endemic Black orchid
(Caelagyne pandurata) has sutfered as much asa
50% decline in the population.®

In Central Kalimantan, deer Heeing rhe fires,
in1 the urea of the one million hecrare rice projece
{PIJ{})1 Wernc r‘:‘PUILEd [ (5] I'IH.'FC I.'JL'L‘I'I ﬁl'l.(]'l' h‘}r I{'lcﬂl
people whose own food resources (fver and
pond hsh) had diminished as a result of the
project, Munkc:,r.l;, sun hears, cobias, wild pigs

and orher animals were reporied w be reaching
rhe rivers i search of clewn air The beadiman of
Dadahup village (also within the LG project)
an the Barire river said that “Many [animals] are
exhausred and rhe villagers kil (them easily™ " In
Tasr Kalimantan, proboscis monkeys (Nasalis
larvarus) have been observed closer o human
hahitarion as they have been driven out of the
foresrs, ™

The numbers ol birds, repiiles and mammals
caprured for commercial trade or food as a result
of the fires are impossible w quantify. I is clear
thar the fires have [acilivared an escalation in
caprure and hunting of orangutans (see 1he
Clrangutan Crisis). Estmates suggest that around
1000 orangutans have been killed in the fires or
by local people.™

Finally, 4 mixture of ash and exposed, black-
ened soil lias formed an acid layer which may he
Mushed inte the sea when the raing recurn. Ie s
(eared that i these acidified sediments wash inre
the coastal waters, they will kill the carbonate
corgl.®

For the planct as 2 whole, the impact of the
fires on global warming remain unclear, bur i
hies been estimated thar if the fires in Indonesia's
peat bogs continue ro burn for six manths, they
will release vne billion tonnes of carhon into the
aunosphere. Western Europe’s €0 emissions arc
below 900 million tonnes a year. Abour onc
million hectares of pear bogs have been affecred,
each lusing up to a meerc’s deprh of pear wirhin
six months,™

The Government Response

The deliberate burning of foreses was banned in
1995, Current penalties include possible
inprisonment for up o 13 years, fines of up ro
100 million rupiah, dosure of commercial
operations and seizure of assets * Despire rhis,
the drive to meet governmenr “conversion” plans
and corporate greed have ensured thar illegal
burning continues.

During the 1997 fires, the former
Envitonment Minister reported thar land
owners teated his officials with conrempr,
claiming [tiends with political connections and
immunity [rom prosecution.™

The Accused Companies

In farc 1997, the Ministers of Environment and
Forestry, warking rogerther with NGOs and
donor organisarions, were able (o identify the fire
|1ul.5[.1ut:; and co-ordinare arrem pis o exringuish

e fires, Identificarion using horh lacal repores




and satellite imagery—led w e naming of 176
companies which were thought responsible for
starting [ites in eight provinces,”

These 176 companies included oil palm
plantations, tmber estates (including some run
by the stute-owned company, I'T Inhurani} and
govertunent tansmigration schemes. The princi-
pal shareholders and owners of the companics
were not identified.

The accused compunies were given 15 days
ro undertake and produce audits as proot thar
they were complying with the law. Only 110
companies submitted denials and of these, only
65 had the required audic artached

Following the 2 Ocrober deadline, the
Government inmediately revoked 144 licenses
held by 29 comnpanies who were unable o dis-
prove the allegations.™ OF these 144 revoked
permits, 69 were held by four government com-
panics.” Many others were owned by prominent
business conglomerates witch links to govern-
menr, For cxample, Bab Hasan's PT Kiani
T.estari plantation company had its licence
revoked. Crucially, the licences revoked were for
“wood-usc” rather than the companies’ main
concession or aperaring licences. Furthenmore,
the withdrawal of such licences was only tempo-
rary until companics produced “audies™® The
permits allow companies o urilise wood from
areas thar have heen converted inro plantations,

timber estates or sertlement arcas ™

The wilicial Anrara news apency reported in
mid-Ccwober that the Environment Ministry
was gathering evidence in arder to pursue leyal
action against the companies.” On 31 October,
the police announced thar 48 suspects were
under investigation. These included one
company with loreign involvernent, 23
Indonesian companies and 24 individuals.™

By December 1997, ar least 21 of these
companies had (heir licences veinstared when a
forestry minisiey oflicial announced rhar they
had proven their innocence. Anrara quotcd a
senior forestry ollicial as saying the permirs were
rerurned to the companies after they mer
requuirements for dearing land and forcsr arcas
withaurt fire and for possessing adequare cquip-
ment, personnel and [unds, Thirge-sic permirs
were held by rimber estate companies and nine
by plantarion companies.™

Since then no follow-up has been made
public and ir remains to be seen whether any
companics or individuals will be prosecuted.™
Confusion surrounds the current starus of the
companics accused—with one recent report
stating rhar of the “46 [companies which were]

fully invesrigared, anly five will be prosecuted”™.*

The TFFM in ifs interim report on the situation
in Fast Kalimantan states that, “roughly 40
plantation and rimber companies are currently

Aecused

Ex-President Suharto’s close friend and confi-
dant, Bob TTasan, has based his considerable
financial might upon Indonesia’s forests.
Ranked the 107th richest person in the world
with a net worth of US$3 billion”, Bob Hasan
controls around 3.5 million hectares of forest
in Indonesia™ and is the sell-proclaimed “King
of the Forests”. Tn October 1997, three of his
tmber planation companies were named in
the list af those accused of starring the fires—
PTTTCT Hugani Manunggal, PT Kiani Lestari
and P'T Tanjung Rejeb Hutani*

The wood licences for all thiee companies
were initially revaked afrer the companics
failed m prove thar they were not rl:;punsihic
for srarring fircs on their concessions. Hasan

respanded wirh a vigorous denial. In his posi-
tion as head of the Indanesian Forestry Suciety
(MPI) he accused small farmery, illegal loggers
and oil palm or rubber plantations of starting

the fres.”

tinndgt e

Hawever, TIA investigators working in East
Ealimanran received several statements from
witnesses (local villagers and activist groups)
staring rhat they had seen {ires started on con-
cessions awned by IICL™ Unsurprisingly,
despite the evidence, the three companies”
licenees were later reinstared.,

Flames of Extinction

“99 percent of
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mait-made and
most of them
are deliberately
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pointless to
think of putting
them out

fire [to clear
the land]”.
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being prosecuted by rhe Tndonesian Police
Headauarrers for having had fires in their
respecrive areas” . Clearly, sreater clarificacion
and rransparency is required of the ludonesian
Ciovernment,

Meanwhile, the government continues to
vility rhe farmers who have been forbidden o
carry ouf the controlled burning of lields in
preparation for planting rice, Tt is reported thar
some farmers caughr burning have been bearen
and kiclked by members of the armed forces.®

Tn February 1998, rhe tormer Forestry
Minisrer, Djamalocdin, summoned vwo compa-
nics involved in large-scale plantations which
were strongly believed ro be burning land in
Fast Kalimantan. Tn 1998, (he fires in Fasr
Kalimantan were much worse than in 1997
when 37 092 heerares were destroyed ™ Kompas
r(‘-pOl'lEd that “The names will not be announ-
ced wiil a Deparrment of Forestry survey ream
has mapped the arcas burnt”.” No furcher
details have yer been released. However, promi-
nent members of the provineal and cenrral
governments are reported w be very disap-
pointed thar prosecutions have been dropped
due w a “lack of evidence”.™

1he president of P lnhugani (the state-
owned umber company) denied alleparions tat
his company was respousible for starring fires.
He added thar fires within the company’s con-
cesston were caused by slash-and-born farmers
and that other fires had spread from ourside the
colcession.™

Meanwhile, the environmenral group
WALHI is suing eleven logging concessionaires
operating in South Sumatra for approximately
US$2 billion in reparations for the enviromen-
tal datnage cansed by last year's fires and smoke.

Lhe accused include Indonesias largest
tinber conglomerate, Bariro Pacific,

»  1*I' Pakerin

* I Sentosa Jaya

 I"I' Inhotani V (LPersiro)

* 'L Sukses Sumatera Timbe

* I"l' Inti Remaja Concern

= ["I' Nindira Bagaskari

* I"I' Musi TTuran Persada— Bariro Pacific
« DI Sinar Belanti Jaya

* P7T 51 Bunian Trading & Co
* PT Duya Penca

= PT Eunily Jaya Group,™




Playing With Fire: The Accused Companies

The list of 176 company concessions was issued
by the Forestry Departient. 1t is based upon the
maonitoring of eight provinces {four each
Sumatra and Kalimantan) from 1 August through
15 September 1997, The companies are listed by
province and type of activity, The [argest group
{75.5% of the total) were the 133 plantation
companies {mainly oil palm, rubber and others);
28 timber estate companies (16%]); and 15
transmigration companies (8.5%).

Current ownership patterns of the major individ-

valsiconglomerates are indicated as follovs;

7l Prayogo Pangestu/Barito Pacific

18] Bob Hazan

T Tutul Sl tos

|E} Eka Tjpta WijayalSinar Mas

[51 i#m Sioe LinngSalim Group

Lie} Raja Garda Mas Groug

iG] Gawemmment-wamed Gmber comgrsny

companies wimse Boenses were suspended

B campanies wita Had only submitted appScations for
land clearance'™

KALIMANTAN

1. Kalimantan Timur (East)
Plamlations:

1 PT Tanjung Buya Feikisa

? PT Pethebutian Mudia Badak

4 PT Sukses Tard Misg Subo

q PT Tirta Kennang Kreasi Mas

by P Bomil Giijah IMama Perkasa.”*
b PY Sweaknrs S Senicas *

7 PH i ks Prasada®*

a. 1 Angratnma Sinpe Faramifa

ES M Wiafspahit Anro indises

10 I'T Peckelinnan Kutal Permi

1. FT Merkebiuman VI

13 PT Raggatarna Ringyit =*

13, FT S Lishan Biedals **

14, FT Tritukoik Kalnadan Abadi
Timher Flantatinns (HTTE

P1 HCH Htani Manunggal ® 18]
PE Kiani i estare ® B

TE 50nga Hikand ya

I'7 tanpng Rejeh Heatam * 0]

o bl =

2. Kalimantan Selatan (South)

Plantatons:

L. I Lamina Mandir

2, PT Paripuma waksaesa

R PT Peskebunan Mannian

4. FT linli Giakas Majs

fi: FT Busii Pk kadah

[ T Kobees [Busrsfa il Agii]Hyal
f, T Lanpgeny Muars Masum
L PT Swaddaya Anilfia

a9 P Frrk e XV

il P Bervare Scgheera Sakli
1 FT Pedrhunzs Pelaban
Tiinher Estate Flantatiens (HIIE

1. "l Menam Hatan Huana

3. Kalimantan Tengah (Central)

Flaniativas:

BT Auilany Gainla Utz

BT Hatedel Tzl

FT Gumimg Sejuhiena Yol ki

PT Tegah Sempua *

FT Suka fndraait Mekar

BT &afimantan Sawit Kieama °
P 'ana 'i.1wi'r_51.h.|- Feskarn™*
F1 Mustika Sembube *

P Sashalr Sawant | sk *

Bl Hangam Alam Ssbor =

FI Liptanarada Lnstan **

FI Indrtrokoy Timur

PI Eiefakama | anear ®

T Pevkehunan funtek $)

P lidnlis Teaagih

T Guning 5 atie Maa indnh *
PY Sapla Faryas Damna

T Tunjeng layas **

P Badra Frions Salya "

BT Finnggesba Agm Porkess ©*
11 Harapan Hhors Kalhm

P1 gy desasmds Leskan

I Lestan Uingoged Imm

Sl Girewps ®° vl

PT Sugal Rangn **

PT Surya fwizta **

Tienber Plantatiomss [HTT:

1

BT Ceria Karga Matams

] P Prnvasta Ritnbe * (HTIMiansmigeation)
3 P Prln bl Rimite * (TUThanismigeation
Transmibgratinn;

1. Kumi Kpmelang EXH

4, Katmigarn ZIcia

F X Tesweh Tinr N10A

5 Namgalipsn H Yeardn *

3 Fimmai Kuntlany WhF

i Temavechy Thintin HRATR

4. Kalimantan Barat (West)
Flantatinma:

1 P Prakora Tanl Sejatl *

& T B Kartike Kenvana ™ *

G P Perkrbaman VE °*

LS P Bt Gemanh Ripss

5 1T it Sumbier Kakat

. [T Rzt Agetani **

. T 3ubur Ladang Andafan

1 PT Supia Falma Mandn ** .
A PT Yaniaker Mkl Ferkasa daconnding i DTL)
L BT Sorya Malindo laya **

1k BT Pefumindy Aam Saki

i T Bumi Kahakam **®

2 #1 Cerim Prima

13 ¥l Antar Mudiks Sogara

(L8 Pl Eannqun-Maya Inifah

| L% 11 Wahana tmnshitani **
Timber Plantations HTIE

L P'T Bkl Hahmat

' DT stz 1 [i]

1 PT Riaies Equator Tering

A PT Nitisza Iala

Ty BT Linnduedy (T I a migeatinn]
I “FT Lahan Cabeawyala

' PTW.:IluuuMaTai

% £ West Eainfa

9 FT lahan Permals
SUMATRA

. Sumatera Utara (North)
Plamtatians

Ti F1 etz V1 Afamii

F I Lisndane havif Ky
3, FT Akl Bl Mol

a4 PT Tapain Nadennan

5 FT Bl Sanit Makms

fie FT Peskelunian VIl

1. P First Bfur Plantation

& T Prakptuman (11 Pacaii Bulok
) #1 Bargn Labhin bedah

[N B Cipta by Ry

1L P Winmnmjn

[P R 1M Tanjosg Mk Hamapan bl
13, P Samifksi Eang Eratari

14, T ik Seqiadian danka

15, [T Perietiinnn 0

16 T Sl Peman |

6. Jambi

Flantatloes:

| 1 Bahan Grmiiea Rial

T 71 Kresna Liuta Agrindn

3 FT Farkehiran Wi

Flames of Extinction

PT Kaswaail Unguul
PT Dairyeen Desa 1Hama
PT Pekeliunan

FT Err Mitea Lesdaii

PT Gaira Ezmbang

= Elr o

Tienhar Plantations (HTI:

). P W Eanya Sk

L I'E Sl ramma
= I'N Wi Warskita 1
4 P11 Dypera Hutan Lestari
5 I'T Wiana Panis =
Transmigration:

| Krramany Kunieg 3K VILA
¥ Krsamany Kuning 5K VIFC
3 Trmghonsd arhur S0 X0 WE

L8 Kilangom

5. Kxizranm Kiining S8 VLD
. 'Slmp.aw.q?anrlnn LU
T Fuigreh SEP OV &

7. Sumatera Selatan (South)

Plantatbons:

1 T e Sl Coip

L PT Suiibie Hzsapan Saana

i PT Tamnla Selstan

4, FT Dendymarkes Tidal Lestan
b, F1 Periebrunam Milra Dgan

i Fl Iiwa dgrn Sakti =

ik I lxaga Sakt Musa Pomads
i Fl Perkehurian %

9, FI A Musacindain

1o, FI i fonidang Whana * [T]
1 T Gendosa Miiliz Bshanin **
11 T Bdintguny D St Biahmar
n PT Duibidinins Puira s =

Timbeor Flantations (HTH:

1 PT ki Hhetan Perssda [F]
I PT Pakpain *
Trapsmigratian;
1 Fanikakan Kemik XVEST
L Farng A |rogah ok
8. Riau
Flantntinms:

11 Eanpliam

i

) 1 I Barparincla Seihtera *
3 111 Subiir ftem Makmir *

1 1 Btsans Wira Lestan

5 PFT ERitiai Mahkata

[ PT ] firdho St ke *

7 PT Perdarsa Inil Sawi =

] PT Riath Mutla Acehida

i

X PT Sarpindo Geahs *
ik BT Prekcbanan
11, F i Semkaesn Indsk
14 Pl Gandaeras Hondzns
13 Pl Fusaka Magah Husantara

L8 I'T Wit Gammba Indiistri
15 I Gundng Mas Raya *

§E I'T Kerena-Auna Tanl

17 IT el Couanms Rty

18 BPF Sus Pulils

14, PT Garda Bisaniiitla

M, FT Mutim Mas ®

M. FT Prekebunan 11"

2 Pl Sy Bratasross

Fi ET feknik Limnm

M, Fi Hamajaya Pramirksi

24, Fi tiatipura Mukm **

26 P Frapaniro Mestuindn

27, T Guviing Hasras Makmer

Thinlpet Plantations HT):

| T Argea AbadUFT wmdah kit * (PT bnclale Kial (511
X T Rinibe Lestal (HIWransminratoe)
1 T Miga Aintdlalan Tefp and Pager* [RE
A PT Perawany Subses Merkasa/ind, * 5]

Sermtees: Skt Post, & 109997 c2ed i 11k, Nosembor 1997; Gieeslelt
Wirekly, 1500.0997; FEER. 2107997 and pees comm, Plawna, Mgl
1498,

i,




Economics of Extinction

The Economics of Extinction

& Strong econnmic incentives cost in Indonesia
to encourage unsustainable forest
HLAgEment.

now presented
with an historic

@ Loans; aid and cconomic restructuring in
Indanesia may lead o accelerared rates of
forest conversion for plantations, tmber

ﬂppﬂfh’ﬂdy f.ﬂ producrion or ather production wses.

mﬂbﬂﬂt ® Governments in the developed world must

ensure thar explicic environmental and social

pﬂﬂﬂ'lﬂ'ﬂ conditions are artached ro their lending.
'I'hese condirions musrt he applicd o loans
rEﬁ"ms rﬂ ancl-aid given hilarerally, nn:;]-;:mm the
beﬂeﬁt ﬂ’ﬂ luternational Monerary Fund, World Bank,
Asian Developmenr Bank and privare banks
mmﬁ or IVestons.
wildlife, peaple o -
he Envirconmental Tnvestigarion Agency
and economy of T{Elﬁ} supports the provision of financial
A loas and odier assistance for Tndonesia’s
fﬂ’dﬂﬂ&ﬂﬂ. cconomic recovery, but only it accompanied by

strict environmental and social conditions. Such
conditions must be designed w ensure the devel-
opment of sustainable forest managemenr and
the introduction of an open, participarory and
transparent system of land-use planning, The
goal must be the protection of narural forests,
wildlife, local communities and indigenous
peoples.

The international communiny is now
presented with an historic opporruniry ro bring
about positive reforms ro benchr the coviron-
ment, wildlile, people and economy of
Indonesia. Governments in the developed warld
must ensure that bilateral lending and fands
from the lnernational Monerary Fund (TMT),
World Bauk (WB) Asian Development Bank
(ADB) and private development banles and
investment liouses have explicir environmental,
social and economic conditions arrached. Given
current economic influences, failure to apply
such conditions is likely ro result in cxpansion in
the timber and plantarion sccrors {among others)
at the expense of natural forest cover. This in
turn will undermine the sustainable management

of Tndonesia’s forest carares.

Background

O3 all the Asian coonomics, Tndonesia has been
hardesr hir. Trs currency—the mupiah— has
declined in valne by 80% fom Rp. 2450 in July
1997 ro the dallar o Rp. 17 000 ro the dollar in
May 1998.' The price of cssential commodines
has risen dramarically and nnemployment is run-
ning at approximarcly 10% of the worlforce
{ninc millian), Tndonesias known forcign debe
has grown from 1I552.1 billion in 1966 o over
TIS$80 hillion in corporate and bank dehe
today’ Tr is likely thar considerable sums of addi-
tional debr remain undisclased, The crisis will
leeep its momentum as the econoimic downmm
in Indonesia looks set 1o resulr in the conrracrion
of the economy by 5% in 19987

Many dillerent factors need considerarion in
the examination of loreign loan supporrt for
Indonesias recovery. However, of principal con-
cerns Lo the protection of pawal forests, wildlite
and local communities are the impact of agricul-
tural development, tinber and wood industries
and mega-development projects. luis vital thar
these are directly addressed.

Expanded production of agriculuueal products
such as palm oil and increased sales of mber
and wood products are likely to be used asa way
of redudng further economic down-turn and
boost export income. The depreciadon of the
rupiah should make Indonesian dmbes, pulp,
paper, palm oil and other commodities highly
ateractive to the intemational madker, Within
Indonesia there is the added arracdon di eaen-
ings from these products are vsually in US dol-
lars while coses are paid for in cheap local
currency. Growing export demand for some of
these produces—such as plywood for the
Chinese marker—is already apparent,

At the same time, new condigons atached 1o
aid loans require the removal of wade and invest-
ment barriers. While these factors may prove 1o
be good for the cconomy in the short wenn, the
likely outcome for forests 1s bleak—driving
deforestation and illegal logging w supply timber
and wood products, prompting the conversion of

- more forests to plantations and exacerbating well

documented environmental and social problems
ol forest loss.

ILis in this context that the financial rescue
package for Indonesias economy requires the
implementation and enforcemenr of sericr envi-
ronmental and social conditions.




International Loans, Aid and Investment—
1. Palm Oil

Palm oil is arguably e most influendial secror
likely to alfect forest cover, Uhe Centre for
Tnternational Forestry Research (CIFOR) srarcs,
“we believe these fires are 1 symptom of the dcfi-
ciencies in [orest management systems and in
policies and regulations on the dearance of land
tor agriculinee.

There are currently an estimated 2.4 million
hecrares of palm oil plantatons and 1.5 million
are to be added in 1998, requiring an invesrmenr
of Rp. 12 trillion (abour U551.2 billion at
Rp. 11 000 to US$1). High current prices on the
international marker (araund US$680/won) and
low production costs in Indonesia create high
profir margins.

Tn 1997 the IMF agreement with Indonesia
::xpli-:'.iriy called for the remeval of “all formal
and informal harriers to investment in palm oil
plantartion”. This was implcmr:nn:d in 1998, The
agreemcnr required the cxporr ban on oil palm
to be remaved and replaced wirh a 40% export
tux. This was implemented on 22 April 1998
and will be reviewed repularly for possible redue-
ton to 10% by the end of December 1999

The Potential Negative Impacts

L'he removal of the export ban and new tax will
“wreatly stimulate interest in, and capability for,
the establishment of new oil palm plantations”.”

Furthermore, plantation developers have been
identified as the principal culprits in srarting for-
est [ires 1o clear land for new planrarions.” With
the renewed incentives for [urcher burning to
force reclassification ol “permanent” production
forests to conversion [orests the risks of new
burning remain high. This may attect both nat-
ural forests (as witnessed by the fires of 1997-98)
as well as land already classified for production.
'I'he impact on wildlife and people has heen
widely documienred.!

It is also important to note that any new
plantarions may deplere existing sustainable
agriculrure—norably rarran producrion in East
Kalimantan and thar furcher expulsions of local
communirics and indigenous peoples are likely
o make way for new planrarions”

2. Timber and Wood Production

Prior w the Asian economic crisis and
Indonestan [orest fires, the plywood sector was
facing grave supply dithculties because ol over-
harvesting and inadequare silviculiure. The fires
oo had an impact on plywood supply. However,
during 1997 and early 1998 the decline in
neighbouring Asian economics led o a fall in
demand." Demand tor Tndancsian plywood
from Japan, South Korea and Taiwan fell
dramatically and international market prices
plummeted—I{rom US$H500 per m* in 1997 w
USE300 m? in April T998."" TTowever, since
April 1998 exporc demand for plywood has heen
growing and a shortfall of 145 million m?
{ahour 30% of consumprion) m wonod process-
ing industries is predicred for the nexr five
years." Ir is clear that the same economic incen-
rives which apply 1o oil palm and malke it arrrac-
rive on the internatonal marker, also apply o
Tndonesian timbet, wood, paper and pulp prod-
ucrs and that the domestic sirnarion may also
encourage illegal operations and further unsus
tainable exploitation in producrion forests.

iy

Economics of Extinc

The removal of
the export ban
and new tax
will “greatly
stimulate
interest in,
and capability
for, the estab-
lishment of new
oil palm
plantations”.
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The IMF has arrached a number of nseful
conditions concerning amber and woad
procucts o its loan agreement for [ndonesia.

These include the climination of monopolics and

carrels (such as rhe plywood associarion
APKINDO supposedly unpleniented in March
1998); the incorporation of the Reforesration
Tund into the national budget and insrmcoon
that it be used solely for relorestadion purposes
(implemented carly 1998); increasing sampage
fees charged ro Farcse concessions (o be
implemented by 30 June 1998)."

However, these do not address the conrral
issue of existing and new economic incentives
which encourage aver-harvesting, illegal lnggring
and unsustainable forest management.
Turthermore, there are increasing concerns that
some of the condinions applied 1o these seerors
are: not being enforced. ™

3. Mega-development Land Gonversion Projects

Mega-development projects such as the one mil-
lion hectare rice production project in Cenrral
Kalimantan (PLG) and the one million hectare
plantation and industrial development projecr
planned for a 500 km by 20 kin portion of
forested Irian Jaya—rthe Mamberamo River
mepa-project—have already or will have
immensely damaging environmental and social
impacts.” All direcr and indirect [oreign or
TIndonesian subsidics for such projects musr he
imm;_‘diar.cl}-' halted.

This is in complere accord with the recent
starement by the TMFs Managing Director: “We
arc also seeking ro improve the quality of govern-
ment expenditure by reducing oudays for unpro-
ductive purposes, such as costly military

build-ups and large projects thar benehr inlluen-
rial groups while suoking the egos of the high
amel might}r." W

Immediate Policy Requirements for
International Lending and Development
Programmes in Indonesia.

The risks to foresis presented by the IME ADB,
WB, bilateral and private lending ro Indonesia
can be limited by avachment and enforcement
of srrier loan conditions o ensure specific envi-
ronmental and social measures are undertaken,

Thicse must include;

1. Adequate provision and resources are miade
available for the enforcement of Tndonesian
law protecring forest areas, narional parks and
pl'n'rcch:cl areas and wildlite,

2. The usc of an open, transparent and
parficiparory system of land use planning
which recognises the adat (wadinional land
tenure) rights of indigenous loresr
COMMUNITCs.

3. The incorporation of independently reviewed
comprehensive Environmental Tmpacr
Assessmicnts for any further land conversion
and fimber extraction programmes.

4, The immediare halting u[ﬂn‘gm—d&whpmcnt
projects leading to large scale unsusrainahle
forest land conversion and specifically rhe
P1.G in Cenrral Kalimantan and the
Mamberamo River mega-project in Trian Jaya.




Orangutan Action Plan

Conclusion

Tt is clear that without urgent and determined
action to halt the on-going, unsustainable
destruction of Indonesia’s natural [orests,
vrangutans will become extinet in the wild
within the next 20 years.

The driving force behind this ecological cat-
astrophe has been a corrupt political and
cconomic regime which has given the timber
and plantation industries almost unrestrained

access to Forest lands (o feed their rapacious
demands.

Ln light of this, the new Tndonesian
Government must implement an urgent Action
P'lan for the conservation ol orangurans and
their natural forest habitat. The Tnrernational
Community and in particular wealthy developed
nations have a heavy responsibility to provide aid
and assistance to cnsure such action.

Intjnational Orangutan Gonservation Action Plan

Summary

1. Ensure the fll implemenration and
enforcement of Tndoncsias laws g{wc‘rlﬂng
the pm[ex:r}nn af orangutans and [orests,

2, Convene a National Board for Wildlife,
with execurive powers and budget, Chaired
by the Environment Minister and combin-
ing the expertise of government officials
and Mon-Government Orpanisations,
oranguan experts, biologists/ecologisis and
comimnunity leaders. This Board must have
the public support and backing of the
President and muse demonstrare a comunit-
ment w, and leadership in, wildhife and
habitat conservation at the highest political
IE 'I."J.'.'l.

3. Interngtional financial instimtions, devel-
opment and uid agencies must ensute thar
investiments and financial assistance are
dependent upon strict environmental,
social and ecotomic conditions.

4. Secure and extend protecred arcas to cover
a minimumn of 13% of Indoncsia's ccologi-
cally representative lorests.

5. Conduct and review research o identily
orangutan populations and viable habicat
and opportunities for confering formal
protection (o these areas,

6. Eliminate illegal logging and unlaw{ul land
conversion, and strictly enforce the prohi-
bition of the use af firc by corpuritions in
land clearance ar conversion.

7. Conduct an independently monitored
review of forest management including
logeing and curring cycles, concession allo-
carion and size, and forest charges and fees.

8. Encourage independent cerdlication of
rimber and other forest products using
rigorous environmeneal criteria.

9. Require all proprammes/initiatives for the
development of forest areas 1w be
conditional on a comprehensive
Environmental Tmpact Assessinent incor-
porating envirnnmental, sociad and
ceonomic costs and subject to an indepen-
dent, transparent and participatory process
of review. Full account must be taleen of
local communirics and indigenous peoples’
rights and traditional kand uses.

10, Conduct an urgent asessient of the
soviv-economic and environmenial values
of non-wood forest produces (NWED) 1o
lecal und national cconomies and idenify
and implement means to improve the use,
marketing and devclopment of these
products,

11. Establish wide-ranging education
programunes o inform local peoples, farm-
ers, concession workers, tourists and orhers
of the needs and benefits of oranguran and
furest conservarion,

12. ln Tight of points 1-11 above, develop a
management and conservarion regime
based on envirowmentally, socially and eco-
nomically sustainable pracrice.




Orangutan Action Plan

L Gerry S BEC NI

The Action Plan
1. A National Board for Wildlife

To inirtate, moniror and cnsore effecrive acrion
for the conservation of Indonesia’s orangutans,
the GGovermenr af Indonesia should convene a
Manional Board for Wildlite, wirh execurive
powers and budger. The Toard should be chaired
by the Environmenr Minister and combine the
experrise of governmenr officials and non-
gnv-::rnm-::nr ﬂFgﬂﬁiﬂﬂriﬂnﬁ, GI'EH%[IEHH EI]JEITS‘
hinlogists/ccalogists and community leaders.
This Board must have the public support and
hacking of the President and active support from
key Ministries within government. Theough die
Board, the President and government must
demonstrare a commitment o, and leadership
in, wildlife and habirar conservation.

2. Enforcement of Orangutan and Protected Areas
Legislation
The Government ol Indonesia must:

@ Take immediate action o enforce its laws for
the protection of orangutans from hunting,
marketing, sale and habit destruction,

® Tinsure the rapid developmene (e no more
rhan one year in duration) of a fully inanced
programme to eliminate llegal logring and
illegal land conversion by corpurate business
in all Prorected Areas and National Packs.

@ The pracrice of land clearance by fire—
proven to be used by corporate enterprise—
musr be eradicated. Companies responsible
must be prosecuted and meaningful
dererrents applied. The Covernment must
ensure the ellective conrol, uvcr—.l;igiit and
monitoring ol all lopring operations—
whether undertaken by Stawe owned or
privately owned enterprises.

® Ensure adequate resources are allocated m
implement necessary enforcement acriviries
including monitoring, arrest, proscoution and
conviction of corporate businesses brealing
Indonesian law.

® Comunit to clarify and cxpand legislarion and
its enlorcement for Protecred Toresr Areas. Tn
particular prevent large-scale commercial
activities operating legitimarcly within park
boundaries on the hasis of a permir sysrem.




@ Provide staff ac the Indonesian Directorate
General for Forest Protection and Mature
Conservarion (PHIPA) with the necessary
financial, rechnical and politeal support 1o
underrake the objectives of forest and wildlile
conservarion, as stipulated under existing
legislarion.

3. Environmental and Forest Management Actions
The Government of Indonesia must:

® Develop a steategic plan for the improvement
and expansion of ccologically representative,
permanently protected foresred arcas, These
must cover all major rerresrrial habirars and
specifically reflece the diversity of forest gypes

critical 1w UTANELTAN CONSCIVarion,

@ Ensure that currently under-represenred
furest ecosystems such as lowland and swamp
forest ane protecied.

® [nsure thar wildlife corridors and buffer
FOTCS, 35 intcgml COMPONENTs o the
ceological security of protected areas, are
incorporated in new parks and prorecred
I:andsc:lpcﬂ.

@ Tnsurcan area of no less than 15% of repre-
senrarive coosystems is fully protected by rhe
year 2005,

@ Devisc a management and conservation plan
for cach protected area and conler adequare
funding ro ensure its {ull implementarion.

® Commir ro achieve Sustainable Foresr
Management (SEM) outside of designared
protected areas in all forestry activities, This
must include a commitment w support the
development, marketing and wade of Non
Woaod Forest Products (NWEDP) and the
incorpararion of environmenial and social
costs into forest policy-making. In particular,
rhe necds and requirements of local commu-
nitics and indigenous peoples must be fully
assimilared into forest policy.

@ Rcquirc all programmies and initiarives for the
development of forest areas ro be conditional
on a comprehensive Environmenral Impact
Assessment Incorporating environmental,
social and economic costs and subject to a
independent, transparent and participatory
process of review.

@ Euncourage independenr corrification of rim-

ber and wood products nsing riporous cnvi-
conmental criteria, lly respecring local
communities and indigenous pooples,

Develop a programme, dehining nime scale and
cwst, lor the restoration of lngged-over habitat
and other degraded forest land wirh parricular
regard Lo oranguran habirar requirements.

P'rovide [unding and assistance ro orang-utan
rehabilitation programmes.

Estalilish a wide-ranging education
programme to inform local people, Lrmers,
concession workers, tourists and others of the
needs and benefits of orangutan and lorest
COMSCTVATIOIL

Conducr and review sesearch wo iqit'nLif}f
OrAngUTan [u:-pului.ium annd viable habitats.
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Orangutan Action Plan

4. Economic Actions ® FEnsure the use of transparent and
accountable practices in internal and loreign
The Government of Indonesta must: rrade procedures and comprehensively over-
haul government procurement and contrace-
@ Undertake an pssessment of economic incen- ing 1o prevent the sale of tmber, wood and
rives and forest use policies and legislation non-wood forest products (in particular ply-
which have driven the permanent dlearance wood and rawan) below muarker prices.

of forests for commercial Plu.ul:ariums and
:;grl:_'ulru.rt:.
5. International Actions

® Commit oo remove, 2s 2 marter of WFEENCY,

coonomic seructural incentives which acceler- ® Dew&lnptd mations must provide substandal
are the rate of deforestation and unsustainable linancial assistance and political encouraye-
parrerns of land conversion. ment o assist the Government of Indonesia
to implement and enforce the above listed
@ Thismantle monopolics and carrels—in partic- actions. The inwrnational community has a
ular the Indonesian plywood careel responsibility to ensure the survival of the
(APKINDQ) and its Indonesian/Japancse orangutan and the protection of Indonesias
counterpart (NIPPINDC(Y) and the rattan matural forest habirat,

association (ASMINIDCY).

® Developed nations, the International
Monctary Fund (IMT), World Bank (W8},
Astan Development Bank (ADB) and orher

E.id and EI(."-"{.'I[}FmCT]T :IEE'I‘IE]I:S st :IFI]'.I]}"

comprehensive environmenral, sacial and
cconomic condirions to Anancial investmenr,
aid and developmenr assisrance. These condi-
tions should fully incorporare the
requirement of the above recommendarions
for action by the Governmenr of Tndonesia
{1, 2 and 3 abowe). There is a clear and press-

B Anp St SHC NEL

ing need to ensure consistent, credible and
thorough implementation and monitaring of
1M World RBank cconomic reforms concern-
ing the brealeup of povernment manapolics
and cartels. Tn particular the TMF must
ensure thar:

I. Loan agreements removing rrade and
invesrment harriers are nar o the
derrimenr of the environmenr, wildlife or
local communiries. Tn particular, the TMF
must actively dim‘.m]rag{: investment and
aid in the Tndanesia oil palm indusoy
where this may lead o a resurgence of
fires (through the deliberare serting by

companics) or the invasion ar clearance

ul:pmtcr::n:cl arcas or oranguran hahitar.

1L, Programmes of cconomic liberalisarion
must include the cessation of all divece
and indirect subsidies to damaging meya-
development projects and in particular the
Cenual Kalimantan million-hectane
project.
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