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Decentralisation and Forests in Indonesia:
An Overview of the Study

S ince early 2000, the Center for International Forestry  Research  (CIFOR)  has
conducted research on the decentralisation of forest administration and policies

affecting forests in Indonesia. This project has sought to document the real and
anticipated impacts of decentralisation on forest management, forest community
livelihoods, and economic development at the provincial and district levels. During the
initial phase of this research, CIFOR conducted case studies in nine kabupaten or
districts, in four provinces: Riau, East Kalimantan, Central Kalimantan and West
Kalimantan. These case studies were carried out in 2000, with follow-up visits to
some districts conducted in early 2001. As such, the findings presented in this report
and the companion case studies reflect the conditions and processes that existed in
the study districts during the initial phase of Indonesia’s decentralisation process.

Several reports have been produced by this project. The first of these represents a
synthesis of the major findings from the nine case studies, accompanied by a historical
analysis of forest administration and forestry sector development in Indonesia, and a
discussion of the origins and legal-regulatory basis of the nation’s ongoing
decentralisation process. Each of the nine case studies is published as a separate
report (with the exception of the study districts in Riau, which have been combined)
in order to make the information contained therein more readily accessible to decision
makers involved in the decentralisation process. It is hoped that readers of the case
studies will refer to the synthesis report in order to situate the specific case study
findings in a broader historical and policy context.

During 2002 and 2003, CIFOR and its partners completed additional case studies from
research on decentralisation and forests in West Kalimantan, South Sulawesi and Irian
Jaya. CIFOR together with regional partner agencies also plans to carry out follow-up
research at several of the original case study districts, and will publish periodic findings
from the sites.
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Overview of Indonesia’s Decentralisation Process

Since late 1998, Indonesia has undergone a process of rapid and far-reaching
decentralisation. With this process, considerable degrees of administrative and
regulatory authority have been transferred from the national government in
Jakarta to the country’s provincial and district governments. This transfer of
authority has occurred across broad segments of the nation’s economy and
has sharply redefined the roles and responsibilities of government agencies at
each level of the nation’s administrative structure. With the locus of decision
making shifting decisively away from the national government, Indonesia’s
ongoing decentralisation process marks a dramatic break from the highly
centralized system of governance that characterized Suharto’s New Order
regime during the period 1966–1998.

To a significant extent, the process of decentralisation now occurring in
Indonesia has been driven by the demands of provincial and district governments
whose jurisdictions are rich in timber, petroleum, and other natural resources.
Officials from resource-rich regions have long complained that the vast majority
of the benefits from these assets have flowed away from their regions to the
national government and to private sector companies closely associated with
decision makers in Jakarta. While the New Order government kept a tight lid
on calls for greater regional autonomy and regional control over natural resource
revenues, the post-Suharto government has not been able to ignore these
demands. On the contrary, since 1998 the country’s senior leadership has
recognized that its ability to maintain Indonesia’s integrity as a nation may
ultimately depend on its capacity to strike a more equitable balance of power
between the national government, on the one hand, and the provincial and
district governments, on the other.

Over the last three years, the national government has issued several important
pieces of legislation aimed at transferring authority to the provincial and district
governments, and at allowing resource-rich regions to retain a larger share of
the fiscal revenues generated within their jurisdictions. The most significant
of these have been Law 22 on Regional Governance and Law 25 on Fiscal
Balancing, both of which were issued in May 1999. Together, these laws
provide the legal basis for regional autonomy, laying out a broad framework
for the decentralisation of administrative and regulatory authority primarily to
the district level. These laws have been supported by a variety of implementing
regulations and sector-specific decentralisation laws, including Law 41/1999,
a revised version of Indonesia’s Basic Forestry Law, which outlines the division
of administrative authority in the forestry sector under regional autonomy.

In many parts of Indonesia, provincial and district officials acting in the spirit
of regional autonomy have instituted reforms that extend well beyond the
authority granted to them under the national government’s decentralisation
laws and regulations. Indeed, the formal decentralisation process has been
driven, to a significant degree, not by policy decisions made at the national
level but, rather, by decisions made by provincial and district level actors.

Editor’s
Preface
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This process has often been ad hoc in nature, with national policymakers frequently
finding themselves in the position of having to react to fast moving changes that have
occurred in the provinces and districts. Far from being a well-planned and carefully
managed exercise in bureaucratic reorganization, the implementation of regional autonomy
in Indonesia has been characterized by intense struggles among the different levels of
government, each of which represents a competing set of political and economic interests.
In this way, regional autonomy has stretched well beyond the formal decentralisation of
administrative and regulatory authority; in practice, it also involves a significant, if largely
informal and unplanned, devolution of power from the national government to its provincial
and district-level counterparts.

The formal and informal processes of decentralisation have been accompanied by a
wide-ranging set of governance and economic reforms, collectively known as reformasi,
that are associated with Indonesia’s transition away from Suharto’s New Order regime.
Broadly defined, reformasi refers to the transformation and dismantling of the policies,
practices, and institutional structures through which the New Order leadership and a
handful of well-connected conglomerates controlled the political and economic life of
the country prior to Suharto’s resignation in May 1998. While significant elements of
the reformasi agenda coincide with the changes occurring under regional autonomy,
these reform processes are also quite distinct. Whereas reformasi refers to a shift away
from the constellation of interests and power structures that have supported a particular
regime, decentralisation and regional autonomy refer to the transfer of authority from
the national government to Indonesia’s provincial and district governments.

Decentralisation of Forest Administration

The formal and informal processes of decentralisation that are now occurring in Indonesia
have far-reaching implications for forest management and for the livelihoods of
communities living in and around forested areas. On the positive side, experience from
other countries suggests that decentralised systems of forest management often lead to
more sustainable and equitable use of these resources, as decision makers are physically
located closer to where their policies will be implemented (Conyers 1981; Rondinelli,
Nellis and Cheema 1983). This proximity often brings with it improved understanding
of the specific biophysical, social, and institutional conditions influencing forest
management at the field level; better capacity to monitor the activities of forest user
groups; and greater access to local knowledge about the management and utilization of
forest resources—which are sometimes highly specific to particular social groups and/
or ecosystems (Carney 1995).

In addition, decentralised forest administration often allows for greater participation on
the part of forest communities in policy decision-making processes, and more direct
accountability of policymakers to peoples whose livelihoods depend on forests (Brandon
and Wells 1992). Decentralisation also frequently implies a more equitable distribution of
benefits from forest resources, as local communities and governments in forested regions
are able to secure a greater portion of revenues from the extraction of timber and other
forest products (Ascher 1995, Ostrom 1990).

In addition to providing opportunities for expanded equity and improved forest
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management, however, decentralisation also carries significant risks. In many countries,
national governments have decentralised without first creating the necessary institutional
capacity at the provincial or district levels to administer forests effectively (Rivera 1996).
Often, national governments assign tasks to provincial and district governments without
giving them adequate resources for carrying out these tasks. Most provincial and district
governments lack essential technical skills and must look to other entities for advice,
training, and technical information. In cases where local elites have been strong and/or
traditionally marginalized groups have been unable to organize themselves, decentralisation
has often strengthened pre-existing power relations, rather than promoting democratic
decision-making processes (Utting 1993). Finally, even when elite groups do not dominate
provincial and district governments, it is often the case that these governments have
little interest in sustainable forest management.

Indonesia’s Forestry Sector

The manner in which decentralisation affects forest management, community livelihoods
and economic development is of particular significance in Indonesia due to the scale and
importance of the country’s forest resources. Indonesia has the world’s third largest
tract of tropical forests, surpassed in area only by those of Brazil and Congo. In 1997,
the country’s total forest cover was officially estimated to be 100 million ha (MOFEC,
cited in World Bank 2001). It has been conservatively estimated that at least 20 million
people depend on Indonesia’s forests for the bulk of their livelihoods (Sunderlin et al.
2000). Over the last three decades, the national government has allocated over 60 million
ha of forest to commercial logging companies, and Indonesia’s forestry sector industries
have long ranked second only to petroleum in terms of their contribution to GNP (Barr
2001). The forestry sector currently generates approximately US$7 billion in annual
revenues.

Well before the country’s ongoing decentralisation process began in late 1998, Indonesia’s
forestry sector had entered a period of crisis. From the mid-1980s onward, deforestation
is estimated to have occurred at a pace of 1.6 million ha per year (Toha 2000). A major
factor driving this high level of deforestation and associated forest degradation has been
overcapacity in the nation’s wood processing industries. Through the mid-1990s,
Indonesia’s sawnwood, plywood, and pulp industries are collectively estimated to have
consumed 60–80 million m3 of wood per year (Barr 2001, Scotland et al. 1998). Log
consumption on this scale has stood well above the Indonesian government’s own widely-
cited sustainable timber harvest threshold of 25 million m3 per year. Moreover, with few
effective regulatory structures in Indonesia’s forestry sector, domestic demand for timber
has resulted in large volumes of wood being harvested from illegal sources (ITFMP
1999). At the same time, a decline in the nation’s HPH timber concession system, coupled
with rapid expansion in oil palm and other forms of agroindustrial plantations, has meant
that a growing portion of the nation’s wood supply has been obtained through clearing
of natural forest rather than selective harvesting at multiple-rotation timber concessions
(Barr 2001).
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Scope and Methods of the Present Study

The present report examines the preliminary effects of decentralisation of forest
administration in the Berau district of East Kalimantan Province. This report presents
the findings from one of nine district level case studies carried out during 2000 and early
2001 by the Center for International Forestry Research (CIFOR) in four provinces:
Riau, East Kalimantan, Central Kalimantan, and West Kalimantan. The findings presented
in these studies reflect the conditions and processes that existed in the study districts
during the initial phase of Indonesia’s decentralisation process.

Each of the case studies used a rapid appraisal methodology for gathering data at the
district and provincial levels. For each case study, preliminary visits were made to the
district and provincial capitals to establish initial contacts and to identify key issues.
Second visits for data gathering were then carried out for periods of 10–14 days in each
district, with shorter amounts of time in the provincial capitals. The collection of primary
data involved semi-structured interviews with key informants, including government
officials, forest industry actors, members of communities living in and around forests,
political party representatives, officers from the regional military command and police
force, informal district leaders, representatives from nongovernmental organizations
(NGOs), university researchers, and individuals involved with donor agencies and
development projects. Data collection also involved the review of primary and secondary
documents, including district and provincial laws and regulations, government statistics,
regional news media articles, industry publications, research studies, and reports prepared
by NGOs and donor agencies.

Each of these case studies is structured to focus on processes that have occurred at the
district and, to a lesser extent, the provincial levels. To avoid repetition, more general
information on the history of forest administration and forestry sector development in
Indonesia, as well as significant national policy and legal-regulatory reforms associated
with decentralisation, has been placed in an accompanying report which synthesizes the
project’s major findings. Readers are encouraged to review the case studies in conjunction
with this synthesis in order to appreciate the broader historical and policy contexts within
which the district and provincial decentralisation processes are now occurring.

Christopher Barr and Ida Aju Pradnja Resosudarmo
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Glossary

Adt Air-dried tonnes

APBD Anggaran Pendapatan dan Belanja Daerah, District Budget

BBS Bahan Baku Serpih, small diameter pulpwood

BHKP Bleached Hardwood Kraft Pulp

Bupati District Head

CDK Cabang Dinas Kehutanan, Branch Office of the Provincial Forestry
Service

Daerah Istimewa Special Region

DAK Dana Alokasi Khusus, Special Allocation Fund

DAU Dana Alokasi Umum, General Allocation Fund

Dinas Kehutanan Kabupaten District Forestry Office

Dinas Kehutanan Propinsi Provincial Forestry Office

DR Dana Reboisasi, Reforestation Fund

GRDP Gross Regional Domestic Product

HPH Hak Pengusahaan Hutan, Commercial Forestry Concessions

HTI Hutan Tanaman Industri, Industrial Timber Plantation

INPRES Instruksi Presiden, Presidential Instruction

IPK Izin Pemanfaatan Kayu, Wood Utilization Permit

IPKTM Izin Pemanfaatan Kayu Tanah Milik, Timber Utilization Permits from
Private Land

IPPK Izin Pemungutan dan Pemanfaatan Kayu, Timber Extraction and
Utilization Permits

Kabupaten District

Kanwil Kehutanan Provincial Forestry Office

Kawasan Hutan Forest Estate

Kecamatan Subdistrict

KKN Korupsi, Kolusi dan Nepotisme - Corruption, Collusion and
Nepotism

KT Kelompok Tani, Farmer Group

KUD Koperasi Unit Desa, Village Cooperative

MTH Mixed Tropical Hardwoods
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PAD Pendapatan Asli Daerah, Regionally Generated Revenues, often
refers to revenues that district governments obtain from sources
within their districts

Pelepasan Release

Perda Peraturan Daerah, Regional Goverment Regulation

PSDH Provisi Sumber Daya Hutan, Forest Resource Rent Provision

Putra Daerah Child of the region, or ‘local son’

SDO Subsidi daerah otonom, or subsidy for autonomous regions

TPTI Tebang Pilih Tanam Indonesia, Indonesian Selective Cutting and
Planting System

UPTD Unit Pelaksanaan Teknis Daerah, Regional Technical
Implementation Unit
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Abstract

Berau district has been one of East Kalimantan’s largest sources of timber since the mid-1980s. Until
the fall of the Suharto regime in 1998, most of the district’s formal timber production was conducted
by large-scale HPH concession holders, and the vast majority of the fiscal revenues generated flowed
to the national government. Over the last several years, considerable volumes of logs have also been
harvested illegally both by timber concessionaires and by small-scale manual loggers. Following the
onset of Indonesia’s regional autonomy and decentralization processes in late 1998, district officials
moved aggressively to establish greater administrative control over the forest resources within their
jurisdiction. They did so by allocating large numbers of small-scale forest conversion licenses, known
as IPPK permits. Many of these were assigned to ‘foundations’ established by local entrepreneurs to
coordinate the creation of logging ventures with village cooperatives and other community groups in
parts of Berau with valuable stands of timber. When the central government pressured district
governments to stop issuing IPPK permits within the officially designated ‘Forest Estate’ in late 2000,
Berau officials shifted tactics and began allocating a new type of logging permit, known as IPKTM, in
forested areas where individuals or community groups held titles of ownership or other types of land
certificates.

District officials have also pressured PT Inhutani I, the state forestry enterprise owned by the central
government, and other HPH concession holders to enter into equity partnerships with the district
government. This has given the district government a direct stake in protecting the operations of HPH
concession holders, and Berau’s bupati has publicly discouraged local stakeholders from making
claims against the companies—a phenomenon that has been common in much of East Kalimantan. In
cases where local communities have made such claims, the district government has generally encouraged
the various parties to negotiate a peaceful solution to the dispute without outside mediation. In many
cases, this process has led HPH holders to relinquish small portions of their concessions to community
groups and to make modest compensatory payments. However, such agreements have frequently
provided uncertain benefits for the communities’ long-term livelihoods, as they are structured as
short-term fixes rather than a fundamental restructuring of the company-community relationship that
was established during the New Order period.
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