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I. Introduction 
Over the last decade, numerous measures have been undertaken to 

strengthen the legality of tropical timber traded globally. Major timber producers 
such as Indonesia have implemented national measures to support forest law 
enforcement. There have also been bilateral agreements in the form of MoUs 
between the producer and consumer countries. One of the best known of those is 
the European Union’s FLEGT-VPA, which Indonesia signed in late 2011. These 
measures have been preceded by global processes such as FLEG to improve the 
awareness of policy decision makers and timber buyers about timber legality 
problems. Parallel with FLEG, market based mechanisms – i.e. certification 
schemes – had been developed to encourage and reward legal and sustainable 
timber production and trade. 

Despite a considerable success of the above measures, their focus on the 
internationally traded timber misses a component the significance of which has 
recently come to light – i.e. domestic timber consumption and trade. Anecdotal 
reports from Central Africa and Indonesia indicate that domestic timber 
consumption in these countries is large. Domestic timber sectors are diverse and 
their characteristics country specific. They comprise a large component of small 
scale logging and timber processing operations. Dispersed throughput the 
hinterland and difficult to monitor, they exist on the fringes of the formal economy 
and often are outside of the government control.  

This project seeks to shed light on the domestic timber sector in a number of 
key producing countries of tropical timber. The overall objective of the project is to 
foster legality, livelihood security and improved forest management in the domestic 
timber sector of selected tropical forest countries, in particular in countries 
negotiating or implementing a FLEGT-VPA. The specific objective (purpose) of the 
action is to produce policy-relevant options to better regulate and integrate the 
domestic timber sector (especially small scale operations) in the formal economy, 
secure the livelihoods of people dependent on it, and promote the adoption of 
improved forest management practices. 

In Indonesia, we consider small scale domestic timber sector as one 
comprising wood processing industries or furniture workshops  of the capacity of 
6000 m3/yr or less and associated timber supply links.   

The paper will explore the composition and dynamics of the wood 
processing sector as a whole, with particular attention paid to: (1) Identification of 
the segment of the wood processing output destined for domestic consumption, 
and (2) Identification of the role of small-scale processing sector in the above. 
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 The study analysis is mainly based on statistics provided by the Ministry of 
Forestry of Indonesia (MOF)1 and the Central Bureau of Statistics of Indonesia 
(BPS)2.  For pulp and paper products, the data on production, export and import 
provided by the Indonesia Pulp and Paper Association (APKI) were used.  When 
MOF or BPS or other related agencies do not report statistics such as fibreboard 
production, then fibreboard production data provided by FAOSTAT database (FAO 
2011)3 was used instead. 

 This paper begins by describing types of timber industries that exist in 
Indonesia as well as their size, in terms of output, consumption, revenue, and labor.  
Then, national supply and demand situation were analysed.  International and 
domestics timber trade flows was also identified.  Finally, policy recommendations 
to government were stated.   

 

II. Timber commodity chain analysis 
 

2.1.  Types of timber industries 

 There are many timber industries exist in Indonesia. Based on a value chain 
from resource to end-users, generally, types of Indonesia timber industries were 
shown in Figure 1.  Although Indonesia has many further processed wood industry 
such as woodworking, moulding, and furniture industries, the primary wood 
processed industry such as sawnwood, wood based-panels, and pulp and paper 
industries; has been being the major timber industry in Indonesia based on their 
size in terms of output, consumption, and revenue.  This industry has also 
consumed most of Indonesia industrial round wood production.    

                                                
1MOF.  Various year. Forestry Statistics of Indonesia.  Ministry of Forestry of the Republic of 
Indonesia.  Jakarta  
2 BPS.  Various years and months.  Economic Indicators.  BPS-Statistics of Indonesia.  Jakarta 
3 FAO.  2011.  FAOSTAT Database home page (http://www.fao.org/).  Food and Agriculture Organization of the 
United Nations, Rome 
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Figure 1.  Indonesia timber industry and its raw materials and product flows  

 

2.2.  Magnitude of the timber industry 

 MOF divides major timber industry in Indonesia into two categories: timber 
industry with production capacity of 6000 m3/year or less and timber industry with 
production capacity above 6000 m3/year.  Data on production, export and import 
for the timber industry with production capacity above 6000 m3/year (which can 
also called as a medium and large industry) were recorded in Forestry Statistics of 
Indonesia by MOF while those data for timber industry with production capacity of 
6000 m3/year or less (which can also called as a micro and small industry) were 
not.  Profile of Micro and Small Industry in 2010 provided by BPS was then used 
instead to analyse the state of micro and small timber industry in Indonesia.  

 

2.2.1.  Medium and Large Industry 

2.2.1.1.  Installed capacity, production, export, import, and consumption 

 MOF (2011)4 reported the size of major timber industry such as: sawnwood, 
plywood, veneer sheets, woodchips, laminated veneer lumber industries, in terms 
of installed capacity of non-integrated and integrated mills.  This is similar to those 
reported by APKI for pulp and paper industry, which distinguishes non-integrated 

                                                
4MOF.  2011. Forestry Statistics of Indonesia 2010.  Ministry of Forestry of the Republic of Indonesia.  Jakarta 
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and integrated pulp and paper mills.  Magnitude of each timber industry in terms of 
installed capacity in the period 2006-2010 is shown in Table 1.   

 In the last five years, installed capacity of major timber industries were all 
increased, except integrated mills: KL+VS, KL+LVL, and KL+KG+WC+LVL (Table 
1).  Total production capacity of KG, KL, VS ,LVL, WC, and PK was more than 
doubled in the last five years, while pulp and paper increased by 23%. 

 

Table 1.  Production capacity of medium and large timber products industry in 
Indonesia in the period 2006 - 2010 

Item 2006 2007 2008 2009 2010
Individual (non integrated) mills, in millions m3/year

Plywood (KL) 2.35 2.58 2.61 2.84 2.65
Sawnwood (KG) 1.31 1.49 1.75 2.54 2.82
Veneer (VS) 0.23 0.65 0.94 1.00 1.01
Wood Chips (WC) 1.31 2.74 4.42 8.87 9.03

Integrated mills, in millions m3/year
KL + KG 6.44 7.24 7.42 8.08 8.52
KL + VS 0.60 0.27 0.27 0.18 0.27
KL + LVL 0.51 0.51 0.51 0.51 0.51
WC + Pellet (PK) 0.00 0.00 0.00 2.42 2.42
KL + KG + VS 0.96 0.74 1.17 2.02 2.36
KL + VS + LVL 0.23 0.23 0.28 0.40 0.42
KL + KG + WC 0.90 0.90 0.90 0.90 0.90
KG + VS 0.20 0.48 0.13 0.58 0.74
KG + WC 0.00 0.00 0.16 0.16 0.44
KG + LVL 0.00 0.00 0.00 0.01 0.01
KL + KG + VS + LVL 0.00 0.00 0.00 0.00 0.28
KL + KG + WC + LVL 0.28 0.28 0.28 0.28 0.28

6.48 6.48 7.19 7.90

Total production capacity of paper, in 
million tonnes/year

10.51 11.03 11.03 11.96 12.90

32.68

Total production capacity of pulp, in 
million tonnes/year 6.45

Total production capacity of KG, KL, VS 
,LVL, WC, and PK, in 1000 m3/year 15.34 18.14 20.86 30.81

 
Sources:  MOF (2011), APKI (2007, 2011)5; calculated 

 

 The size of timber industry, particularly sawnwood, plywood (includes 
laminated veneer lumber and block board), veneer sheets, woodpulp, woodchips, 
particleboard, and fibreboard industries in terms of production in the period 1994 - 
2010 is shown in Table 2 and in detail including export, import, and consumption 
were shown in Appendices 1 to 5.  For each product, consumption is defined as the 
                                                
5 APKI. 2007.  Indonesian Pulp & Paper Industry. Directory 2007. Indonesian Pulp & Paper 
Association. Jakarta; and APKI's statements cited by several national medias in 2011. 



11 
 

proportion of the production that are destined for domestic market and consumed 
within Indonesia, which estimated by apparent consumption (production + imports - 
exports).  Specific conditions of several timber industries are explained below. 

 

Table 2.  Actual production of medium and large timber products industry in 
Indonesia in the period 1994 - 2010 

1994 1.73 9.43 1.46 1.31 0.38 0.27 0.06
1995 2.01 9.66 1.43 2.02 0.19 0.29 0.07
1996 3.57 10.90 1.32 2.56 0.03 0.36 0.07
1997 2.61 7.31 1.13 3.06 0.17 0.44 0.07
1998 2.71 7.82 1.31 3.43 0.50 0.28 0.09
1999 2.06 5.04 1.03 3.69 0.20 0.19 0.43
2000 2.79 4.76 0.67 4.09 0.02 0.20 0.43
2001 0.67 2.49 0.09 4.67 0.38 0.30 0.43
2002 0.62 1.82 4.36 4.97 0.02 0.01 0.43
2003 0.76 6.55 0.29 5.19 0.13 0.09 0.43
2004 0.43 4.79 0.16 5.21 0.32 0.24 0.43
2005 1.47 4.94 1.01 5.47 0.35 0.12 0.43
2006 0.68 3.94 0.26 5.67 0.40 0.04 0.43
2007 0.59 3.50 0.30 5.83 0.19 0.00 0.43
2008 0.53 3.35 0.43 5.99 0.20 0.00 0.43
2009 0.71 3.02 0.69 6.14 1.01 0.00 0.43
2010 0.89 3.45 0.74 6.30 1.27 0.00 0.43
Total 24.84 92.75 16.67 75.61 5.78 2.84 5.49

Year Sawnwood 
(millions m3)

Plywood 
(millions m3)

Veneer sheets 
(millions m3)

Woodpulp 
(millions ton)

Chipwood 
(millions m3)

Particleboard 
(millions m3)

Fibreboard 
(millions m3)

 
Sources:  MOF (2011), APKI (2007, 2011)6; calculated 

 

2.2.1.1.1.  Sawnwood Industry.   

 MOF (2011) reported there were 136 non-integrated sawmills with installed 
capacity of 2.82 millions m3 and 101 integrated sawmills (with plywood, veneer 
sheets, woodchips, laminated veneer lumber) with installed capacity of 13.54 
millions m3 in 2010 (Table 1).  Meanwhile, Indonesian Sawmill and Woodworking 
Association (ISWA) stated that almost 90 % of members constitute small and 
medium enterprises (UKM) with no forest concessionaires (no HPH)7.  Further, 
MOF8 reported over the period 1994-2010, major province sawnwood producers 
were Jawa Timur, Kalimantan Timur, Riau, Papua Barat, Sumatera Selatan, Jambi, 
Kalimantan Selatan, Kalimantan Tengah, Kalimantan Barat, Sumatera Utara, Jawa 

                                                
6 APKI. 2007.  Indonesian Pulp & Paper Industry. Directory 2007. Indonesian Pulp & Paper 
Association. Jakarta; and APKI's statements cited by several national medias in 2011. 
7Manurung, E. G. T.,  B. C. H, Simangunsong, D. S. Sukadri, B. Widyantoro, A. Justianto, S. Ramadhan, L. 
Sumardjani, D. Rochadi, P. Permadi, B. M. Priyono, and B. Sukmananto.  2007. A Road Map for the 
Revitalization of Indonesia’s Forest Industry.  The Forest Industry Revitalization In-house Experts Working 
Group.  Ministry of Forestry.  Jakarta.  
8MOF.  Various years.  Forestry statistics of Indonesia.  Ministry of Forestry of the Republic of Indonesia.  
Jakarta. 
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Tengah, dan Sulawesi Tenggara, which together accounted for 90% of Indonesia’s 
sawnwood production (Figure 2). 
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Figure 2.  Major province sawnwood producers in Indonesia over the period 1994-
2010 

 

 MOF reported that during the period 1994-2010, Indonesia’s sawnwood 
production sharply decreased from 1.73 millions m3 in year 1994 to 0.89 millions 
m3 in year 2010, a 48.8% decrease (Table 2 and Appendix 1).  This was mainly 
caused by the sawnwood export tax that had been imposed in November 1989 the 
low development realisation rate of lumber industrial plantation forests.  During that 
period, sawnwood consumption were also decreased though at a much lower rate, 
from 0.78 million tonnes (or 1.11 millions m3) in 1994 to 0.73 million tonnes (or 1.04 
millions m3) in 2010, a 6.3% decrease. 

 FAO (2011) also reported that Indonesia’s sawnwood production sharply 
decreased during the same period.  That was from 6.84 millions m3 in year 1994 to 
4.17 millions m3 in year 2010, a 39% decrease (Appendix 1).  Sawnwood 
consumption were also sharply decreased from 6.20 millions m3 in 1994 to 4.33 
millions m3 in 2010, a 30.2% decrease.  These FAO’s production and consumption 
figures were much higher than those production and consumption figures reported 
by MOF.  
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2.2.1.1.2.  Plywood Industry. 

 MOF (2011) reported there were 30 non-integrated plymills with installed 
capacity of 2.65 millions m3 and 94 integrated plymills (with sawnwood, veneer 
sheets, woodchips, laminated veneer lumber) with installed capacity of 13.55 
millions m3 in 2010 (Table 1).  MOF also reported over the period 1994-2010, 
major province plywood producers were Kalimantan Timur, Kalimantan Selatan, 
Kalimantan Barat, Jambi, Riau, Kalimantan Tengah, Maluku, Jawa Timur, 
Sumatera Utara, and Papua, which together accounted for 86% of Indonesia’s 
plywood production (Figure 3). 
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Figure 3.  Major province plywood producers in Indonesia over the period 1994-
2010 

 

 During the period 1994-2010, Indonesia’s plywood production sharply 
decreased from 9.43 millions m3 in year 1994 to 3.45 millions m3 in year 2010, a 
63.5% decrease (Table 2 and Appendix 2).  This was mainly caused by a decline 
supply of raw materials from natural forests and a low realisation rate of 
development lumber industrial forests, which then downsized Indonesia's plywood 
industrial capacity.  During that period, plywood consumption were also decreased 
from 1.27 million tonnes (or 1.81 millions m3) in 1994 to 0.64 million tonnes (or 0.91 
millions m3) in 2010, a 49.8% decrease. 

 FAO (2011) also reported that Indonesia’s plywood production sharply 
decreased during the same period.  That was from 9.84 millions m3 in year 1994 to 
3.00 millions m3 in year 2010, a 69.5% decrease (Appendix 2).  Plywood 
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consumption were also sharply decreased, from 1.60 millions m3 in 1994 to 0.85 
millions m3 in 2010, a 47.5% decrease.  In general, production and consumption's 
figures reported by FAO (2011)’s were relatively similar with those production and 
consumption figures reported by MOF, except for the period 1999-2002.  

 

2.2.1.1.3.  Veneer Sheets Industry. 

 MOF (2011) reported there were 25 non-integrated veneer-mills with 
installed capacity of 1.01 millions m3 and 46 integrated plymills (with sawnwood, 
plywood, laminated veneer lumber) with installed capacity of 4.07 millions m3 in 
2010 (Table 1).  MOF reported over the period 1994-2010, major province veneer 
sheet producers were Kalimantan Barat, Jawa Timur, Kalimantan Selatan, Jawa 
Tengah, Riau and Kalimantan Timur, which together accounted for 92% of 
Indonesia’s veneer sheets production (Figure 4). 
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Figure 4.  Major province veneer sheets producers in Indonesia over the period 
1994-2010 

 

 MOF reported that during the period 1994-2010, Indonesia’s veneer sheets 
production sharply decreased from 1.46 millions m3 in year 1994 to 0.74 millions 
m3 in year 2010, a 49.5% decrease (Table 2 and Appendix 3).  As in plywood 
industry, this was mainly caused by declining supplies of raw materials from natural 
forests and a low realization rate of development lumber industrial forests.  During 
that period, veneer sheets consumption were also decreased from 1.02 million 
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tonnes (or 1.46 millions m3) in 1994 to 0.52 million tonnes (or 0.74 millions m3) in 
2010, a 49.1% decrease. 

 FAO (2011) also reported that Indonesia’s veneer sheets production 
increased more than 12 times during the same period.  That was from 0.05 millions 
m3 in year 1994 to 0.69 millions m3 in year 2010 (Appendix 3).  Veneer sheets 
consumption were also increased from 0.03 millions m3 in 1994 to 0.65 millions m3 
in 2010, an almost 23 times increase.  In general, production and consumption's 
figures reported by FAO (2011)’s were smaller with those production and 
consumption figures reported by MOF. 

 

2.2.1.1.4.  Pulp and Paper Industries. 

 The latest Directory on Pulp and Paper Industry published by The Indonesia 
Pulp and Paper Industry (APKI) was for the year 20079.  Based on this report there 
were 10 integrated pulp and paper mills and 3 non-integrated mills with total 
installed capacity of 6.48 millions Adt (air-dried tons) in 2007.  Of those capacities 
86% are located in Sumatera and 49% are Private Company Foreign Investments.   
Total pulp production in 2006 was 5.67 millions Adt with 2.80 millions Adt being 
exported, while pulp imports for the same year were 0.92 million Adt.  That year, 
Indonesia was the world’s ninth largest pulp producer and the twelfth largest 
producer of paper.  The main players in the pulp and paper industry in Indonesia 
are Asia Pulp and Paper (APP) from the Sinar Mas Group (SMG), which controls 
40% of pulp capacity and 31.8% of paper capacity, and APRIL from the Raja 
Garuda Mas group controlling 33.3% and 7.8% of pulp and paper capacity, 
respectively. 

 As cited by several medias in 2011, APKI reported total installed capacity of 
pulp mills and paper mills were, respectively, 7.9 millions ton per year and 12.9 
millions ton per year in the year 2010 (Table 1) and Indonesia was still the 9th 
largest industry in terms of capacity (3,6% of global capacity) after China, Amerika 
Serikat, Jepang, Jerman, Kanada, Finlandia, Swedia, dan The Republic of Korea 
(South Korea).  Further, during the period 1994-2010, Indonesia’s pulp production 
increased almost quadruple from 1.31 million tons in year 1994 to 6.30 million tons 
in year 2010 (Table 2 and Appendix 4), while paper production increase almost 
triple from 3.05 million tons in year 1994 to 11.50 million tons in year 2010 
(Appendix 5). APKI also indicated that pulp consumption increased almost double 
from 1.76 million tons in 1994 to 4.96 million tons in 2010.  This was similar to 

                                                
9 APKI. 2007.  Indonesian Pulp & Paper Industry. Directory 2007. Indonesian Pulp & Paper 
Association. Jakarta 
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paper consumption that increased almost double from 2.40 million tonnes in 1994 
to 6.94 million tonnes in 2010.  

 Figure 5 shows, over the period 1994-2009, major province pulp producers 
were Riau, Jambi, Sumatera Selatan, Sumatera Utara and Kalimantan Timur, 
which together accounted for 99% of Indonesia’s pulp production (MOF).   
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Figure 5.  Major province pulp producers in Indonesia over the period 1994-2009 

 

 FAO (2011) reported Indonesia’s pulp production sharply increased but at 
lower rate.  That was from 1.70 million tons in year 1994 to 4.76 million tons in year 
2010, an almost two times increase (Appendix 4).  Pulp consumption were also 
increased from 2.42 millions tons in 1994 to 3.16 millions tons in 2010, a 30.4% 
increase.  FAO (2011) also reported Indonesia’s paper production increased by 
almost three times.  That was from 3.05 million tons in year 1994 to 11.536 million 
tons in year 2010 (Appendix 5).  Paper consumption increased more than double 
from 2.57 millions tons in 1994 to 8.35 millions tons in 2010.  In general, production 
and consumption's figures reported by FAO (2011)’s were similar with those 
production and consumption figures reported by APKI. 

 

2.2.1.1.5.  Woodchip, particleboard, and fibreboard Industries. 

 Table 2 shows Indonesia’s woodchip production sharply increased from 0.38 
millions m3 in year 1994 to 1.27 millions m3 in year 2010 (MOF, 2011).  Meanwhile, 
Indonesia’s particleboard production fluctuated during the same period (except for 
the year 2007-2010; when data were not available), which ranged from 0.01 
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millions m3 to 0.44 millions m3.  Fibreboard production increased from 0.06 millions 
m3 in year 1994 to 0.43 millions m3 in year 2010.   

 

2.2.1.2.  Revenue 

 During the 1994 to 2010 period, the timber industry contributed significantly 
to foreign exchange receipts, gross domestic product, government revenue and 
shown in Appendices 6 to 8.  The export value of forest products increased 
significantly from USD 5.86 billions in 1994 to USD 7.11 billions in 2010, a 21% 
increase but its share of total export values continued to decline from 14.6% (or 
22.8% of industrial sector) in 1994 to 4.5% (or 7.3% of industrial sector) in 2010 
indicating slower growth in the forest industry compared with overall industrial 
growth (Appendix 6). 

 Contributions of timber industry to gross domestic product were slightly 
increased from 2.4% in 1994 to 2.5% in 2009, but its contribution to industrial 
sector were slightly decreased from 11.6% in 1994 to 11.1% in 2009.  In general, 
contribution of forestry sector to gross domestic product, where timber industry was 
one of sub forestry sectors, decreased significantly in the same period.  That was 
from 4.2% % in 1994 to 3.3%%  in 2009 (Appendix 7).  But, one thing to be noted, 
this figure misrepresented the importance of forestry and forest industries such as 
in rural areas. 

 The natural resource sectors (minerals, oil and gas, timber) was the major 
contributor of non-tax revenues in Indonesia but forest revenues share of this 
revenues was very small.  Its share of non-tax revenues from the natural resource 
was 3.6% in 2000 and declined to 1.7% in 2010.  Although forest revenues in the 
form of non-tax revenues such as License Fees (IIUPH), Reforestation Funds (DR), 
and Forest Resource Provision (PSDH) increased from Rp.1.24 trillions in 1994 to 
Rp 2.79 trillions in 2010, its share of total fiscal revenues declined from 1.63% in 
1994 to 0.28% in 2010 (a faster decline than the fall of forest resource sectors’ 
share of GDP over the same period) (Appendix 8).  Moreover, over the period 1994 
to 2010, Forest Resource Provision (or PSDH) accounted for 29.2 percent and the 
reforestation fund (or DR) for about 68.4 percent of the total forest royalty collected.  
Other royalty charges, including Forest Utilization Business Permit Fees (or IIUPH) 
only accounted for about 2.4 percent. 

 

2.2.1.3.  Employment 

 Figure 6 shows during the period 1994-2010, number of employees in the 
sawnwood and plywood (including LVL, blockboard, and veneer sheets) industries 
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sharply increased, respectively, from 8 thousands and 141 thousands in 1994  to 
17 and 158 thousands in 1996 as production of sawnwood and plywood increased, 
then decreased drastically to 4 thousands and 54 thousands in 2010 when 
production of sawnwood and plywood decreased due to export tax on sawnwood 
was imposed and most importantly due to a decrease in sawlogs/veneer logs 
supply from natural forest.  Meanwhile, number of employees in the pulp and paper 
industry continued to increase from 51 thousands in 1994 to 172 thousands in 
2010.  An employment increase in pulp and paper industry was higher than a total 
decrease in sawnwood and plywood industries so that total employment in major 
timber industry during that period increases significantly from 200 thousand in 1994 
to 231 thousands in 2010, a 15% increase.   

 

0

50

100

150

200

250

300

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Employment	  in	  1000	  employees

Sawnwood	  industry Plywood	  industry Pulp	  and	  paper	  industry
 

Figure 6.  Number of employees in the major timber industry in the period 1994-
2010 

 

2.2.2.  Micro and small Industry 

2.2.2.1.  Number of establishment and source of capital  

 Based on Indonesian Standard Industrial Classification (ISIC) Codes used 
by BPS, micro industry is industry with number of worker of 1-4 persons and small 
industry is industry with number of worker of 5-19 persons.  In the year 2010, there 
were 23 ISIC Codes of Micro and Small Scale Establishments in Indonesian with 
total establishments of 2,732,724 units.  These Micro and Small Scale 
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Establishments mainly located in West Java, Central Java, and East Java, which 
together accounted for 57% of total establishments. 

 Of 2,732,724 establishments, 639,106 units (23.4%) was ISIC 16 (wood, 
wood products excluding furniture, rattan and bamboo industry), 7,268 units (0.3%) 
ISIC 17 (paper and paper products industry), and 107,166  units (3.9%) ISIC 31 
(furniture industry).  Assuming these three ISIC Codes can represent timber 
industry, it is obvious that timber industry had a very significant role in the Micro 
and Small Scale Industry since it was accounted for 27.6% of total number 
establishments.  Moreover, more than 90% of timber industry were categorized as 
micro industry with number of worker ranging from 1-4 persons (Figure 7). 
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Figure 7.  Percentage of micro and small scale establishment, by ISIC Codes and 
group of workers in 2010 

 

 Although 87% of ISIC 16 establishments, 41% of ISIC 17 establishments, 
and 73% of ISIC 31 establishments were fully owned and not using loan facility, 
there were still significant number establishments in this timber industry using loan 
facility, especially ISIC 17.  Source of their main loans were either Bank or 
Cooperative or Non-bank financial institutions or Venture capital or Individual or 
Family or Others. Interestingly, more than 50% establishments were not using Bank 
as a source of main loan (Figure 8).  The main reason is those establishments (or 
firms) were not interested for having loan from Bank.  Others reasons were: firms 
not knowing procedure, firms not having collateral; high interest rate, firms having 
difficulty in procedure; and firms' proposal rejected (Figure 9).  
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Figure 8.  Percentage of establishment that using loan facility by ISIC Code and 
Source of main loan 
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Figure 9.  Percentage of establishment by ISIC Code and Main reasons for not 
having bank loan. 

 

 Furthermore, BPS (2010) indicated there were at least seven main 
difficulties facing by micro and small timber industry in 2010.  In order of 
importance, they were capital, marketing, raw materials, skill, wage, transportation 
and fuel/energy difficulties (Figure 10).  With regard to raw materials, the difficulties 
were due to scarcity, expensive, and distant of raw materials (Figure 11).  On the 
other hand , most firms (more than 96%) were not received business advisory 
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provided by either Government or Private or NGO such as managerial, production 
technique skill, and marketing advices; nor received business assistances such as 
money/capital, raw materials, and machinery/equipments; nor member of 
cooperative.  In order of importance, the main reasons for not receiving business 
assistances were: they did not know there were many assistances available; they 
were not interested; they were not knowing procedure; and their proposal were 
rejected.  
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Figure 10.  Percentage of establishment by ISIC Code and Kind of main difficulties 
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Figure 11.  Percentage of establishment by ISIC Code and Kind of raw material 
difficulties. 

 



22 
 

2.2.2.2.  Revenue, expenditure and workers compensation 

 In 2010, total revenues, expenditures and worker compensation in Micro and 
Small Scale Establishments were, respectively, Rp.187.71 trillions, Rp.110.09 
trillions, and Rp.8.84 trillions.  Contributions of timber industry (ISIC 16, 17, and 31) 
to these total revenues, expenditures and worker compensation were Rp.33.44 
trillions (17.8%), Rp.18.88 trillions (17.2%), and Rp.4.13 trillions (21.9%), 
respectively. Share of ISIC 16, ISIC 17, and ISIC 31 to timber industry revenues of 
Rp.33.44 trillions were 9.6%, 0.4% and 7.8%, respectively; to timber industry 
expenditures of Rp.18.88 trillions were 9.1%, 0.4% and 7.7%, respectively; and to 
worker compensation of Rp.4.13 trillions were 10.9%, 0.3% and 10.7%, 
respectively (Figure 12). 
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Figure 12.  Revenue, expenditure and workers compensation of Micro and Small 
Scale  Establishments by ISIC Codes in 2010 (in trillions Rp.) 

 

 Figure 13 shows around 46% of ISIC 16  and 53% of ISIC 17 establishments 
had annual revenue greater or equal to Rp.500 millions, whereas 88% of ISIC 31 
establishments had annual revenue greater or equal to Rp.1,000 millions.  Further, 
Figure 14 shows 38% of ISIC 16, 26% of ISIC 17, and 46% of ISIC 31 
establishments give compensation of greater or equal to Rp.1 million per month to 
their worker.  Assuming a minimum regional worker compensation of Rp.1 million 
per month10, this implies that large number of workers in micro and small timber 

                                                
10 This assumption is plausible since a minimum regional worker compensation level in  West Java, 
Central Java, and East Java provinces where Micro and Small Scale Establishments are mainly 
located, was generally higher than Rp. 1 million per month. 
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industry had compensation below the minimum regional worker compensation 
level. 
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Figure 13.  Percentage of establishment by ISIC Code and Firm Annual Revenue in 
million Rp range in 2010. 

 

 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

ISIC	  16 ISIC	  17 ISIC	  31

≥	  1000

500-‐999

300-‐349

250-‐299

200-‐249

150-‐199

100-‐149

<	  100

 

Figure 14.  Percentage of establishment by ISIC Code and Compensation in 
thousand Rp. range of paid worker per month in 2010. 
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2.2.2.3.  Employment 

 In the year 2010, total employment of Micro and Small Scale Industry in 
Indonesia was about 6.447 million workers, which consists of 2.151 million paid 
workers (33%) and 4.296 million unpaid workers (67%).  A high percentage of 
unpaid workers due to a high number of establishments with unpaid worker or self 
employed owner (2.038 million establishments). 

 Of 6.447 million total workers, 1.482 million workers (23%) were in timber 
industry, where 1.185 million workers (18.4%) was in ISIC 16, 0.017 million workers 
(0.3%) in ISIC 17, and 0.279 million workers (4.3%) in ISIC 31.  In timber industry, 
percentage of unpaid workers were 76%, which was higher than a national average 
of 67%.   Further, about 57% were male workers and 43% female workers.  Figure 
15 shows percentage of number of workers, by ISIC Code, sex and workers status. 
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Figure 15.  Percentage of number of workers, by ISIC Code, sex and workers 
status in 2010. 

 

 With regard to a working day a month and an average of working hour a day,  
73% timber industry establishments have a 21-30 working day a month with 7-8 
working hour a day,  22% establishments have a 11-20 working day a month with 
6-8 working hour a day, and 5% establishments have a 1-10 working day a month 
with 6-7 working hour a day.   

    Since there was a very high percentage of self employed, it is interestingly to 
know characteristics of entrepreneurs in the Micro and Small Scale Industry.  
Figure 16 shows most entrepreneurs in timber industry were concentrated in two 
age group - age group of 25-44 years (44%) and an age group of 45-64 years 
(46%).  Further, about 91% entrepreneurs have an educational level of junior high 
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school or less and 8% have a high school level.  Only 1% entrepreneurs have 
educational level of Diploma or higher (Figure 17). 
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Figure 16.  Percentage of number of establishment, by ISIC Code and age group of 
entrepreneurs in 2010. 
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Figure 17.  Percentage of number of establishment, by ISIC Code and  level of 
educational attainment of entrepreneurs. 
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III.  National industrial round wood supply and demand situation 
 

3.1.  Sources of domestic round wood supply 

At present, round wood produced in Indonesia originates from a number of 
sources, including natural production forests (RKT), conversion production forest 
(IPK), other legal permit areas (ISL) including community forest, state-owned 
company Perum Perhutani sawlogs/veneer logs plantation forest, and industrial 
plantation (HTI).  Total roundwood production for 2010 was 42.11 million m3; with 
5.25 million m3 originating from natural forests11, 14.49 million m3 from conversion 
production forest, 3.72 millions m3 from other legal permit areas (ISL) including 
community forest, 0.10 million m3 from state-owned company Perum Perhutani 
plantation forest, and 18.56 million m3 from industrial plantation forests (HTI).  
Round wood production for the period 1994-2010 presented in Table 3. 

 

Table 3.  Indonesia roundwood production for the period 1994-2010, by sources 

1994 17.31 4.71 0.14 1.87 0.00 24.03
1995 16.94 5.40 0.12 1.87 0.51 24.85
1996 15.27 8.02 0.68 1.62 0.47 26.07
1997 15.60 10.04 1.27 1.82 0.43 29.15
1998 10.18 6.06 0.63 1.68 0.48 19.03
1999 10.37 7.27 0.90 1.89 0.19 20.62
2000 3.45 4.56 0.49 1.51 3.78 13.80
2001 1.81 2.32 0.00 1.46 5.57 11.16
2002 3.02 0.18 0.00 1.56 4.24 9.00
2003 4.10 0.96 0.06 0.98 5.33 11.42
2004 3.51 1.63 0.15 0.92 7.33 13.55
2005 4.36 16.14 1.55 0.02 9.90 31.97
2006 6.45 4.46 1.18 0.03 21.98 34.09
2007 6.44 4.39 0.71 0.05 20.61 32.20
2008 4.63 2.76 2.19 0.10 22.32 32.00
2009 4.86 6.62 3.80 0.09 18.95 34.32
2010 5.25 14.49 3.72 0.10 18.56 42.11
Total 133.54 100.01 17.59 17.57 140.65 409.36

Total 
productionYear

Natural 
Production 

Forest ( RKT )

Conversion 
Production 

Forest (IPK)

Other legal 
permit area 

(ISL) 
including 

Plantation 
(Perum 

Perhutani)

Industrial 
Plantation 

Forest (HTI) 

 

 

 

                                                
11 The Annual Allowable Cuts agreed by the Ministry of Forestry  for the 2002 to 2010 period are as follows:  12 
million m3 (2002),  6.3 million m3 (2003), 5.7 million m3 (2004), 5.1 million m3 (2005), 8.2 million m3 (2006) and 
9.1 million m3 (2007-2010). 
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3.1.1.  Natural Production Forest 

The Ministry of Forestry (2005)12 reported that based on results of its latest 
recalculations on Indonesia’s forest cover status for 2003, forest cover was 
estimated at 133.6 million ha or around 71% of Indonesia’s total land area.  60.9 
million ha constituted natural production forests, either Limited Production Forest or 
Permanent Production Forest.  This recalculation shows too that production forests 
comprised 14.8 million ha of primary natural forest (24.3%), 21.6 million ha of 
secondary natural forest (35.5%), 2.4 million ha of plantation forests (3.9%) and 
18.4 million ha of non-forested areas (30.2%), while no data was available for the 
remaining 3.7 million ha (6.1%).  Further, 88% of total remaining primary forest and 
72% of total remaining secondary forest is located in Papua and Kalimantan.  The 
extensive area of non-forested zones indicates the current highly degraded state of 
natural forests.  This is apparent from the extremely sharp decline in round wood 
production during the 1994 to 2010 period, which fell from 17.31 million m3 in 1994 
to 5.25 million m3 in 2010 (Table 3). 

By the year 201013, there were 304 HPH/IUPHHK concessions in active 
operations covering an area of 24.69 million ha. These comprised 280 purely 
private operations on 22.68 million ha, 13 purely state-owned enterprises on 0.96 
million ha, and 11 joint ventures over an area of 1.05 million ha.  These 
HPH/IUPHHKs were located mainly in the provinces of East Kalimantan (90 
concessions), Central Kalimantan (59 concessions), Papua (25 concessions), West 
Kalimantan (23 concessions), West Papua (22 concessions), North Maluku (16 
concessions), Central Sulawesi (13 concessions), Maluku (11 concessions), and 
Riau (6 concessions), which together accounted for combined, made up 87% of all 
active HPH/IUPHHK concessions in the country. 

This number of HPH/IUPHHKs was much smaller compare with the number 
of HPH/IUPHHKs in 1994, which was of 487 units covering an area of 56.17 million 
ha.   This happened due to a number of factors that can be categorised into two 
groups: internal factors covering poor company health, lack of professional human 
resources, low levels of commitment to forest management, and permit holders 
waiting only for a more conducive situation; and external factors including: 
inconsistency and lack of integration in central and regional rules, continued illegal 
logging, excessive claims by local communities and a lack of business certainty.  
Moreover, the total area of HPH/IUPHHKs is far smaller than the total production 
                                                
12 Ministry of Forestry.  2005.  Forest Cover Recalculations for Indonesia 2003.  Forest Inventorization and 
Mapping Centre, Forest Planology Agency; and “Identifikasi lokasi lahan pada kawasan hutan produksi untuk 
HTI.”  A paper presented by Ir. Wardoyo, MSc. from the MoF Forest Planology Agency at a regular meeting of 
the In-house Experts Working Group, 15 June 2006 
13MOF.  2011. Forestry Statistics of Indonesia 2010.  Ministry of Forestry of the Republic of 
Indonesia.  Jakarta  
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forests area of 60.9 million ha, indicating a vast regions of ‘open-access’ production 
forest. 

Based on round wood production reports for the 1977 to 2000 period14, the 
average volume of commercial round wood produced from production forests was 
22.14 m3 per ha with an annual incremental growth of 1.13 m3 per ha.  This growth 
in volume is far lower than that observed by Sumarna, et al. (2002)15 which ranged 
from 0.53 m3 per ha annually in Aceh to 3.26 m3 per ha annually in East 
Kalimantan, with an average annual incremental growth of 1.82 m3 per ha. The 
figure is, however, far higher than growth estimates by Sist, et al. (1998)16 of 0.3 to 
0.5 m3 per ha annually. Some logged-over natural forests can now be exploited as 
they have reached their rotation age of 35 years. 

 

3.1.2.  Plantation Forests 

 Aside from the 1.78 million ha of plantation forests managed by state-owned 
company Perum Perhutani, the government also processed permits for 9.43 million 
ha17 of industrial plantation forests (HTI) during the 1989 to 2010 period for 
producing pulpwood and sawlogs. The cumulative number of HTIs developed by 
the year 2010, however, was low at 4.98 million ha or only 52.8%.  Moreover, MOF 
(2011) did not distinguished this 4.98 million ha plantations into pulpwood or 
sawlogs/veneer logs plantations.  But, by the year 2006 there were 60% of the 
plantation forests developed for producing pulpwood while only 40% are for 
sawlogs or other purposes18.   

 Meanwhile, sawlogs production from Perum Perhutani plantation forests 
declined sharply during the 1994 to 2010 period, from 1.87 million m3 in 1994 to 
0.10 million m3 in 2010 (Table 3), indicating a depletion in forest resources 
managed by Perum Perhutani.  This contrasts markedly with industrial roundwood 
production from HTIs, all of which was pulpwood, and continued to rise throughout 
the same period19.  Nevertheless, HTI pulpwood production was still insufficient to 
                                                
14 Indonesian Forestry Statistics (1980 - 2002) and Forest Conservation Management Plan (RPKH) reports. 
15 Sumarna, K., D. Wahjono and H. Krisnawati.  2002.  Stand volume prediction of logged-over areas in natural 
production forests and annual production quota formulas.  Paper presented in a discussion on silviculture for 
natural production forests to achieve sustainable forests on February 21, 2002.  Forestry Research and 
Development Agency 
16 Sist, P., T. Nolan, J. Bertault and D. Dykstra.  1998.  Harvesting intensity versus sustainability in Indonesia.  
Forest Ecology and Management (108): 251-260. 

17 MOF.  2011. Forestry Statistics of Indonesia 2010.  Ministry of Forestry of the Republic of Indonesia.  
Jakarta 

18 Simangunsong, B. C. H.  2007. Revitalization of Indonesia’s Forest Industry: A supply side analysis. A paper 
prepared for MOF.  MOF.  Bogor. 

19 Until now there are no official records of HTI lumber production. 
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meet timber industry needs since not enough were planted, and planting times 
were unsuited to timber industry development.  Average HTI per hectare timber 
production still remains low.  

 Observations on the ground in several IUPHHK plantation forests20 showed 
that pulpwood production (Acacia spp, Eucalyptus spp) with a rotation period of 6 to 
8 years is sufficiently high, ranging from 125 to 200 m3 per ha. These wood 
production figures are still far lower than expected because current incremental 
volume growth for pulpwood is already between 35 to 60 m3 per ha annually, 
depending on the species and clone seedlings planted. 

 

3.1.3. Community Forests 

From 2003 to 2010, around 1.93 million ha of community forests were 
developed through the GN-RHL/Gerhan forest and land rehabilitation programme21.  
Meanwhile, the Central Statistics Agency based on the 2003 Agriculture Census 
reported that the total area of community forests was about 1.56 million.   Santoso 
(2006)22 said at least 6 million m3 of round wood is produced by community forests 
each year.  However, as shown in Table 3, roundwood production from other legal 
permit areas (ISL) including community forest in 2010 was only 3.72 millions m3.  
The discrepancies in these figures imply that no accurate data on community 
forests is available at the national level.  

 

3.2.  Sources of domestic round wood demand 

3.2.1.  Medium and large timber industries 

 Industrial roundwood consumption was divided into: sawlogs/veneer logs, a 
raw material for making sawnwood, plywood (including LVL and blockboard), 
veneer sheets; and small diameter logs (including pulpwood), a raw material for 
making woodpulp, woodchip, particleboard and fibreboard.  Based on production as 
shown in Table 2 and productivity rate,  industrial roundwood consumption in terms 
of roundwood equivalent (RWE) in the period 1994-2010 is then shown in Table 4.  
Table 4 shows sawlogs/veneer logs consumption rose sharply from 23.29 million 

                                                
20 Observations in HTIs belonging to PT Toba Pulp Lestari in North Sumatra, PT Wira Karya Sakti in Jambi 
and PT Arara Abadi and PT RAPP in Riau. 
21MOF.  Various year. Forestry Statistics of Indonesia.  Ministry of Forestry of the Republic of 
Indonesia.  Jakarta  

22 ‘Hutan Rakyat: Menuju alternatif sumber bahan baku industri perkayuan di Indonesia.’  Paper presented by 
Ir. Hery Santoso, MSc. member of the National Forestry Council and Director of the Java Learning Centre, at 
the Timber Raw Material Supplies for Indonesia’s Timber Industry workshop. Twin Plaza Hotel, Jakarta, 12-13 
October 2006. 
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m3 in 1994 to 30.67 million m3 in 1996, and then falling drastically to 9.96 million m3 
in 2010.  Meanwhile, small diameter logs consumption rose sharply from 6.77 
million m3 in 1994 to 12.13 million m3 in 1996, and continued to 30.47 million m3 in 
2010.  

 

3.2.2.  Micro and small timber industries 

 Since BPS recorded output of Micro and Small Industry in terms of value, not 
in terms of quantity.  It is hard to know how many log consumption is from number 
of establishments and production values due to a very diverse  of type and quality 
of output.  Nevertheless, the timber requirement of the furniture and handicrafts 
industries was estimated approximately 7 to 7.5 million m3 annually.  Tree species 
that are commonly used were teak, mahogany, pine, acacia, gmelina, durian, 
mango, mbacang, kuweni, bungur, sonokeling, mindi, waru, rubberwood and to a 
lesser degree woods originating from natural forests, like meranti, nyatoh, bangkirai 
and kempas.  Recently, Indonesia has begun importing wood from overseas, and 
the trend is rising.  

 

3.3.  Supply-demand balance of industrial round wood 

 Based on domestic industrial round wood production as shown in Table 3 
and estimates of industrial roundwood consumption in terms of roundwood 
equivalent (RWE) as shown in Tables 4 and assuming that round wood originating: 
from natural production forest and Perum Perhutani are large size diameter logs 
(sawlogs/veneer logs); and from conversion production forest (IPK), other legal 
permit areas (ISL) including community forest, and industrial plantation forest (HTI) 
are small diameter logs (i.e. pulpwood); then supply-demand balance of industrial 
round wood in the period 1994-2010 was calculated and shown in Table 5.   

 Table 5 shows there was a sawlogs/veneer logs deficit every year in the 
period 1994-2010.  Huge deficits happened when plywood and sawnwood 
production at their peak.  In the period 2001-2010, MOF (2011) recorded round 
wood imports in the range of 0.01 to 0.3 millions m3, all of which was 
sawlogs/veneer logs based on their import prices. Nevertheless, these import was 
not enough to close sawlogs deficits in that period.   
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Table 4.  Industrial roundwood consumption in terms of roundwood equivalent (RWE) for the period 1994-2010, in millions m3 
 

1994 3.46 16.91 2.92 23.29 5.91 0.41 0.34 0.11 6.77 29.21
1995 4.03 18.55 2.86 25.43 9.10 0.21 0.36 0.12 9.80 34.53
1996 7.13 20.90 2.64 30.67 11.52 0.03 0.45 0.12 12.13 42.20
1997 5.23 13.76 2.26 21.25 13.76 0.19 0.55 0.12 14.63 35.01
1998 5.41 14.69 2.63 22.73 15.44 0.55 0.35 0.14 16.48 38.16
1999 4.12 9.47 2.07 15.66 16.63 0.22 0.24 0.73 17.81 32.28
2000 5.58 9.07 1.34 15.99 18.40 0.02 0.25 0.73 19.40 34.39
2001 1.35 4.42 0.19 5.96 21.00 0.42 0.37 0.73 22.52 26.96
2002 1.25 3.46 8.72 13.43 22.36 0.02 0.01 0.73 23.12 35.79
2003 1.53 12.47 0.58 14.57 23.37 0.14 0.12 0.73 24.36 37.95
2004 0.87 9.19 0.31 10.36 23.44 0.35 0.31 0.73 24.82 33.80
2005 2.94 9.30 2.02 14.26 24.60 0.39 0.16 0.73 25.87 38.87
2006 1.36 7.69 0.51 9.56 25.52 0.44 0.05 0.73 26.74 35.09
2007 1.17 6.93 0.60 8.71 26.23 0.21 0.00 0.73 27.17 34.94
2008 1.06 6.71 0.85 8.62 26.94 0.22 0.00 0.73 27.89 35.56
2009 1.42 6.02 1.38 8.81 27.64 1.11 0.00 0.73 29.48 36.46
2010 1.77 6.72 1.47 9.96 28.35 1.40 0.00 0.73 30.47 38.31
Total 49.68 176.25 33.35 259.28 340.22 6.35 3.55 9.33 359.46 599.50

Sawlogs/veneer logs consumption

Woodchip 
industry

Particleboard 
industry

Fibreboard 
industry Total

Small diameter logs (including  Pulpwood ) consumption 
Year

Sawnwood 
industry

Plywood 
industry

Veneer sheets 
industry Total Pulp industry

Total industrial 
roundwood 

consumption

 
Notes: Roundwood equivalent (RWE) consumption for sawnwood and plywood, veneer sheets,  woodchip and particleboard productions was calculated 
based on Indonesia Forestry Statistics data; for pulp production based on APKI data; and for fibreboard production based on FAO data. 
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Table 5.  Supply-demand balance of industrial round wood in the period 1994-2010, in millions m3 
 

1994 17.31 1.87 19.18 23.29 -4.11 0.00 4.71 0.14 4.85 6.77 -1.92 -6.03
1995 16.94 1.87 18.81 25.43 -6.62 0.51 5.40 0.12 6.04 9.80 -3.76 -10.38
1996 15.27 1.62 16.89 30.67 -13.78 0.47 8.02 0.68 9.18 12.13 -2.95 -16.73
1997 15.60 1.82 17.42 21.25 -3.83 0.43 10.04 1.27 11.73 14.63 -2.90 -6.73
1998 10.18 1.68 11.86 22.73 -10.87 0.48 6.06 0.63 7.17 16.48 -9.31 -20.18
1999 10.37 1.89 12.26 15.66 -3.39 0.19 7.27 0.90 8.36 17.81 -9.46 -12.85
2000 3.45 1.51 4.96 15.99 -11.02 3.78 4.56 0.49 8.84 19.40 -10.56 -21.59
2001 1.81 1.46 3.26 5.96 -2.70 5.57 2.32 0.00 7.89 22.52 -14.63 -17.32
2002 3.02 1.56 4.58 13.43 -8.85 4.24 0.18 0.00 4.43 23.12 -18.69 -27.54
2003 4.10 0.98 5.08 14.57 -9.49 5.33 0.96 0.06 6.34 24.36 -18.02 -27.51
2004 3.51 0.92 4.43 10.36 -5.93 7.33 1.63 0.15 9.11 24.82 -15.70 -21.63
2005 4.36 0.02 4.38 14.26 -9.89 9.90 16.14 1.55 27.59 25.87 1.71 -8.17
2006 6.45 0.03 6.47 9.56 -3.09 21.98 4.46 1.18 27.62 26.74 0.87 -2.22
2007 6.44 0.05 6.49 8.71 -2.22 20.61 4.39 0.71 25.71 27.17 -1.45 -3.67
2008 4.63 0.10 4.73 8.62 -3.90 22.32 2.76 2.19 27.27 27.89 -0.61 -4.51
2009 4.86 0.09 4.94 8.81 -3.87 18.95 6.62 3.80 29.38 29.48 -0.11 -3.98
2010 5.25 0.10 5.35 9.96 -4.61 18.56 14.49 3.72 36.77 30.47 6.29 1.68
Total 133.54 17.57 151.11 259.28 -108.17 140.65 100.01 17.59 258.26 359.46 -101.21 -209.37

Year
RKT Perum 

Perhutani Total

Supply
Demand Surplus (+) 

or Deficits (-)

Sawlogs or Veneer logs

Demand Surplus (+) 
or Deficits (-)

Total surplus 
(+) or 

deficits (-)

Small diameter logs (including Pulpwood)

HTI IPK ISL

Supply

Total
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 The situation worsened since sawlogs/veneer logs production from natural 
forest (RKT) declined drastically beginning year 2000, indicating highly degraded 
state of natural forests.  The same situation happened in state-owned company 
plantation forest, sawlogs/veneer logs production declined sharply, indicating a 
depletion in forest resources managed by Perum Perhutani. As a results plywood 
and sawnwood production declined leaving many wood processing companies with 
financial losses and debts and some of them were closed down.  On the other 
hand, round wood production from HTIs, all of which was pulpwood, continued to 
rise throughout the same period23.  Nevertheless, HTI pulpwood production was still 
insufficient to meet pulp and paper industry needs every year in the period 1994-
2010 since not enough were planted.  Additional logs supply from conversion 
production forest (IPK) was also not enough to meet the needs though closed most 
of the deficits. 

 

IV. Identification of timber trade flows 
This study focused on international timber trade flows based on available 

forest trade data reported by MOF (various years)24 over the period 2002-2010.  
The domestic trade flows was based on trade data provided by 4 unit BPPHP and 
was focused only for sawnwood products.  Specific trade flows in each of the major 
timber industries will be explained below. 

 

4.1.  International trade 

4.1.1.  Sawnwood industry 

MOF reported over the period 2002-2010, major importer countries were 
China, Japan, The Republic of Korea, Malaysia, and United States of America, 
which together accounted for 77% of Indonesia’s sawnwood exports (Figure 18).  
Total exports to all European countries were about 5%.   Moreover, during that 
period Indonesia’s sawnwood exports to those countries were declined. 

                                                
23 Until now there are no official records of HTI lumber or sawlogs/veneer logs production. 
24 MOF.  Various years.  Export and Import of Forest Commodities.  Ministry of Forestry of the 
Republic of Indonesia.  Jakarta 
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Figure 18.  Major importers of Indonesia's sawnwood over the period 2002-2010 

 

4.1.2. Plywood industry 

MOF reported over the period 2002-2010, major importer countries were 
Japan, United States of America, China, The Republic of Korea and Taiwan, which 
together accounted for 67% of Indonesia’s plywood exports (Figure 19).  Total 
exports to all European countries were about 8%.   Moreover, during that period 
Indonesia’s plywood exports to those countries were declined. 
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Figure 19.  Major importers of Indonesia's plywood over the period 2002-2010 
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 On the other hand, major importer countries such as Japan, China, the 
Republic of Korea, and United Arab Emirates reported that share of plywood import 
from Indonesia’s from their total plywood imports ranged from 27% to 33%.  In 
Saudi Arabia, it was almost 60% of its total plywood imports.  Although China has 
been the largest plywood producer in the world since 2003 as well as a net 
exporter, its plywood import was still large, ranging from 1.3 to 1.8 millions m3 per 
year.  Although plywood consumption in United States of America, Japan, United 
Kingdom and the Republic of Korea were decreased, but these countries were net 
and major world importers, which together accounted for 49% of world’s plywood 
imports.   Hence, it is obvious these five countries (China, United States of 
America, Japan, United Kingdom and the Republic of Korea) would still be the 
future market for Indonesia’s plywood exports25.    

 

4.1.3. Veneer sheets industry 

MOF reported over the period 2002-2010, major importer countries were 
Japan, United States of America, China, The Republic of Korea and Taiwan, which 
together accounted for 63% of Indonesia’s veneer sheet exports (Figure 20).  
During that period exports to those major importer countries increased, except to 
Taiwan and United States of America.  Total exports to all European countries were 
about 21% and were also increased during that period. 
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Figure 20.  Major importers of Indonesia's veneer sheets over the period 2002-2010 

 

                                                
25 Simangunsong, B. C. H. 2011.  Study of Legal Timber Products Demand in Major Markets.  DFID-
MFP II – European Union - Ministry of Forestry.  Jakarta 
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 On the other hand, United States, the Republic of Korea, and Italy reported 
that share of veneer sheets import from Indonesia’s was much less than 1% of their 
total veneer sheets imports.  In Germany and United Kingdom it was around 1% of 
their total veneer sheets imports.  Meanwhile, in Japan, China and Saudi Arabia, it 
ranged from 5.1% to 6.8% of their total veneer sheets imports26.   

 

4.1.4. Woodpulp Industry 

MOF reported over the period 2002-2009, major importers of Indonesia's 
woodpulp were China, The Republic of Korea, Japan, India, and Taiwan, which 
together accounted for 84% of Indonesia’s wood pulp exports (Figure 21).  Total 
exports to all European countries were about 10%.   Moreover, during that period 
Indonesia’s wood pulp exports to those countries were decreased, except to China 
and India. 
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Figure 21.  Major importers of Indonesia's woodpulp over the period 2002-2009 

 

 China was the country with the highest growth of woodpulp consumption.  
Over the period 2002-2009, It’s net import increased by 71% and affected 
Indonesia’s trade of woodpulp as indicating by increasing of shares of woodpulp 
imports from Indonesia to China’s total woodpulp imports from 8% in the year 2002 
to 12% in the year 2008.  India was also an important consumer with net import of 
0.3-0.5 million tones.  Meanwhile, although woodpulp consumptions in Japan and 

                                                
26 Simangunsong, B. C. H. 2011.  Study of Legal Timber Products Demand in Major Markets.  DFID-
MFP II – European Union - Ministry of Forestry.  Jakarta 
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the Republic of Korea were declined significantly, they were still important 
consumers in the world with their total net import of 4-5 million tones.  Hence, it is 
obvious these four countries (China, the Republic of Korea, Japan and India) would 
still be the future market for Indonesia’s woodpulp exports27. 

Meanwhile, MOF reported over the period 2002-2008, major importers of 
Indonesia's paper were China, Malaysia, Japan, Australia, Hongkong and United 
States of America, which together accounted for 45% of Indonesia’s paper exports 
(Figure 22).  Total exports to all European countries were about 4%.   Moreover, 
during that period Indonesia’s paper and paperboard exports to those major 
importer countries as well as to European countries were significantly increased, 
except to China and Hongkong. 
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Figure 22.  Major importers of Indonesia's paper over the period 2002-2008 

 

 Malaysia would be the most important country destination of Indonesia’s 
paper and paperboard export in the future since this country has advantages in 
transportation cost and was the country with the second fastest consumption 
growth in the world (82%).  Malaysia’s net import of paper and paperboard ranged 
from 1.0 to 2.2 million tones over the period 2002-2009.  Meanwhile, although 
China is one of countries with the highest growth of consumption of 75% and the 
second largest consumers of paper and paperboard in the world (19%), its net 
import was sharply decreased from 6.0 million tones in the year 2002 to 0.5 million 
tones in the year 2009.  Nevertheless, this country would still be an important 

                                                
27 Simangunsong, B. C. H. 2011.  Study of Legal Timber Products Demand in Major Markets.  DFID-
MFP II – European Union - Ministry of Forestry.  Jakarta 
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consumer for Indonesia’s paper and paperboard.  United States of America and 
Japan would also be important consumers since these countries were net importers 
and together consumed 32% of world’s paper and paperboard consumption28.  

 

4.2.  Domestic trade 

 Of 18 units BPPHP agency, only 4 units provide at least one year trade data, 
particularly sawnwood trade.  They are BPPHP 13 Samarinda, BPPHP 14 Palu, 
BPPHP 16 Maluku and BPPHP 17 Jayapura.   Based on trade data provided by 4 
units BPPHP above, the direction of domestic trade of sawn timber in the period 
2009-2011 is shown in Table 6. 

 

Table 6.  The direction of domestic trade of sawn timber in the period 2009-2011 in 
m3. 

BPPHP	  17 BPPHP	  16 BPPHP	  13

DKI	  Jakarta 5,456 227 1,879 223 1,117
Jawa	  Barat 434 604 99
Jawa	  Tengah 282 83 831 17
D.I	  Yogyakarta 90
Jawa	  Timur 836,881 2,812 9,656 450 4,191
Banten 216 0 2,365 479
Bali 11 727 15
Kalimantan	  Timur 1,948
Kalimantan	  Selatan 113
Kalimantan	  Tengah 63,900
Sulawesi	  Tengah 839
Sulawesi	  Tenggara 60
Sulawesi	  Selatan 273 4,308 60
Sulawesi	  Utara 34
Gorontalo 108
Maluku 8,338
Maluku	  Utara 9
Papua 739,952
Papua	  Barat 20

Kalimantan	  
Timur

Gorontalo
Destination

Source

Papua Maluku Sulawesi	  
Tengah

BPPHP	  14

 

 

                                                
28 Simangunsong, B. C. H. 2011.  Study of Legal Timber Products Demand in Major Markets.  DFID-
MFP II – European Union - Ministry of Forestry.  Jakarta 
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 Table 6 shows 46.5% of sawnwood produced in Papua were consumed 
locally (consumed in Papua province), 52.5% were traded to East Java province, 
and the rest to Jakarta province.  About 50.3% of sawnwood produced in Maluku 
were consumed locally (consumed in Maluku province), 26% were traded to South 
Sulawesi province, 17% to East Java province, and the rest to Bali, Jakarta, Central 
Java, and South East Sulawesi provinces.  Sawnwood produce in Central Sulawesi 
traded in contrary directions with those sawnwood produced in Papu and Maluku 
provinces.  Most of them were traded to East Java, Banten and Jakarta, which 
together accounted for 89% of total domestic trade.  Similar to sawnwood produced 
in  Central Sulawesi, 89% of its sawnwood were traded to Central Kalimantan. 

  

V. Discussion 
The Indonesian wood processed industry has experienced both rapid growth 

and structural change in the period 1980-2012.  This has, for the most part, been 
the result of government policies rather than market forces29.  As of year 2002, the 
export value of pulp and paper had exceeded that of plywood signifying a 
considerable change in the composition of Indonesia’s timber industry30  

This rapid growth and structural change of Indonesia’s forestry sector has 
also caused many complex problems.  A diminishing sustainable log supply from 
natural forests, a low realization rate of pulpwood and sawlogs/veneer logs 
plantations, and a production inefficiency of Indonesian forest industry have all 
caused a decline in forest product production leaving many wood processing 
companies with financial losses and debts.  Some of these companies are 
suspected of consuming illegal timber from natural forests in their production 
processes.  Consequently, not only are future supplies of round wood for the timber 
industry under threat, but environmental destruction from deforestation and forest 
degradation is becoming increasingly severe. 

Further, forestry sector including timber industry played important part in 
Indonesia economy through a significant role as a gross domestic product, foreign 
exchange, and government revenue during the period 1994-2010, however its 
contribution to total gross domestic product, total foreign exchange, and total 

                                                
29 Those policies that had important impacts were: the log export ban, first announced in May 1980 and totally 
imposed in 1985; the sawnwood export tax, imposed in November 1989; the prohibitive log export tax, enacted 
in June 1992 as substitute for the lifted ban on log export; and reducing log export tax to the level of 10% 
before December 2000 and then to 0% in 2003.  However, in October 8, 2001, the log export ban was again 
imposed up to now. 
30 Simangunsong, B. C. H.  2004. The Economic Performance of Indonesia’s Forest Sector in the Period 1980-
2002.  A paper prepared for GTZ-SMCP.  MOF and GTZ-SMCP.  Jakarta. 



40 
 

government revenue continued to decline.  This indicates slower growth in the 
forestry sector including forest industry compared with overall industry. 

On the other hand, concerns about the sustainability of the tropical forest 
resource have been expressed for a long time.  The contribution of this tropical 
forest resource has been underestimated for a long time since only traded goods 
and services were considered in the measure of the forest resource contribution to 
the economy, which mostly were timber products including logs.  A stumpage value 
(buyers’ willingness to pay for standing trees ready for harvest) has even been 
hugely undervalued, which leads to very low government revenue from forest 
sector.  Economic value of non-market goods and environmental services should 
be included in the measure of the economic value of this tropical forest.  

In spite of recent governance improvements and a widespread crackdown 
on illegal logging, Indonesia continues to lose tax and non-tax revenue through 
illegal logging. Royalties that are paid on legally sourced timber are sometimes set 
well below the economically efficient level, leading to reduced revenues and over-
exploitation of forests.  In addition to the revenue issue, there are also important 
questions about whether Indonesia is employing the right set of fiscal policy 
instruments in an effective manner to achieve efficient and sustainable forest 
management.  Mismanagement of Indonesia’s forests has in some cases led to a 
significant decrease in their potential to deliver benefits (revenues and livelihoods), 
such as when logging occurs with land degradation or failure to reestablish 
productive tree cover.  Off site externalities also result from improper management 
and these have financial impacts on communities, resource users, and the 
Government.  Public expenditures on flooding disasters, mud slides, and forest 
fires may be decreased by encouraging more sustainable land management 
practices through improved fiscal mechanisms. 

To achieve a healthy and  efficient timber industry as well a sustainable 
forest management of Indonesia tropical forest, forest value should be improved, 
timber industry should be revitalized and forest fiscal policy should be simplified 
and reformed.  

  

5.1.  Improving forest value 

With regard to forest output benefit such as logs, there is one valuable 
concept that has a very important role in determining forest fiscal policy, a 
stumpage value31.  Assuming normal profits have been received by forestry and 

                                                
31This stumpage value is a residual value and is calculated by deducting all log harvesting costs and 
normal profits including risks from undistorted log price.  Its value can also be derived from the value 
of the final goods (i.e. plywood) which will be produced from it.  It is calculated by deducting all costs 



41 
 

forest industry businessmen, all stumpage value should then be captured by 
government, an owner of forest resources, through various forest fiscal instruments 
as government revenue from forest sector. 

However, up to now, a stumpage value has been hugely undervalued, which 
leads to very low government revenue from forest sector.  The reason is that there 
is inefficiency in forest harvesting and wood processing activities leading to a high 
harvesting and wood processing costs.  This causes a low stumpage value.  
Further, low domestic log price or low forest product price due to log market 
distortions have also caused a low stumpage value.  A real stumpage value should 
be derived from a highest undistorted market log price or a highest undistorted 
market forest product price, which reflects an economic stumpage value.  A low 
stumpage value has been a disincentive for a sustainable natural forest 
management and forest industrial and community forest plantation developments.  
It lowers forest sector contribution to the gross domestic product, foreign exchange 
receipts and government revenues as well. 

In general, there are two groups of factors that affect stumpage value.  They 
are factors affecting a residual value calculation such as the value of final forest 
product, efficiency of processing technology of forest industry, transportation cost 
from forest to the mills, and log harvesting techniques and system; and factors 
distorting logs and forest products markets such as illegal logging, log export ban 
policy, oligopsoni of pulpwood market, and transfer logs pricing in forest industry; 
so that log price becomes low.  Those factors, whether in combination or 
simultaneously, lower Indonesian log price.   

With regard to the role of micro and small timber industry in improving forest 
value, wood furniture and wood handicraft industries should be prioritized to be 
develop in the future.  Not only their prices is much higher than those prices of 
primary wood products such as plywood, wood based panels, pulp and paper but 
also these industries create more job to the economy. 

 

5.2.  Revitalization of forest product industry 

In response to this problem, the Ministry of Forestry established the Forestry 
Industry Revitalization In-house Experts Working Group in June 2006 with task to 
discuss a policy framework for forestry sector revitalization and to consult with 
stakeholders to prepare forestry sector revitalization policies.  After working for six 
months, this Working Group produced a book titled “A Road Map for the 

                                                                                                                                                
such as milling cost, administration costs, transportation (hauling) costs, log harvesting costs (felling, 
skidding, bucking, loading) and normal profits including risks to harvest logs and process it into 
plywood, from undistorted plywood price.    
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Revitalization of Indonesia’s Forestry Industry” in 2007, which consists of: the 
current state of the forest industry and availability of log supplies from various 
sources; problems confronting the forest industry in the provision of log supplies 
now and in the future; and strategies and policies needed to create a healthy and 
competitive forest industry, which produces high added value products, creates job 
opportunities and relies on legal and sustainable supplies of timber from a number 
of sources (Manurung et. al., 2007)32.  

In response to this problem, the Ministry of Forestry established the Forestry 
Industry Revitalization In-house Experts Working Group in June 2006 with task to 
discuss a policy framework for forestry sector revitalization and to consult with 
stakeholders to prepare forestry sector revitalization policies.  After working for six 
months, this Working Group produced a book titled “A Road Map for the 
Revitalization of Indonesia’s Forestry Industry” in 2007, which consists of: the 
current state of the forest industry and availability of log supplies from various 
sources; problems confronting the forest industry in the provision of log supplies 
now and in the future; and strategies and policies needed to create a healthy and 
competitive forest industry, which produces high added value products, creates job 
opportunities and relies on legal and sustainable supplies of timber from a number 
of sources.  However, since that road map published, Indonesia forestry sector 
including forest products industry has not been better.  It even became worse due 
to global economic crisis begun in the end of the year 2007. 

There are several major issues that are still persistence related to forestry 
industry revitalization.  The non-integrated and integrated sawnwood and plywood 
industries (including veneer sheets, woodchips, laminated veneer lumber) were 
facing a huge log deficit of sawlogs/veneer logs.  In the year 2010, sawlogs/veneer 
logs deficit was estimated about 26.80 millions m3, which is resulted from log 
intakes of 32.15 millions m3 round wood equivalent (based on total production 
capacity, excluding illegal industry) minus official sawlogs/veneer logs production 
from all sources of 5.35 millions m3 (Table 5).  On the other hand, these industries 
consumed actually around, 9.96 million m3 of sawlogs/veneer logs in 2010 (Table 
5), which implies a very low capacity utilisation rate of 31% indicating assets 
invested in these industries could not be utilised properly.  

In contrast with pulp and paper industry, based on installed capacity in 2010, 
this industry would need log intakes of 35.55 millions m3 round wood equivalent 
(rwe), which can be matched by logs production from all sources of 36.77 millions 
                                                
32Manurung, E. G. T.,  B. C. H, Simangunsong, D. S. Sukadri, B. Widyantoro, A. Justianto, S. Ramadhan, L. 
Sumardjani, D. Rochadi, P. Permadi, B. M. Priyono, and B. Sukmananto.  2007. A Road Map for the 
Revitalization of Indonesia’s Forest Industry.  The Forest Industry Revitalization In-house Experts Working 
Group.  Ministry of Forestry.  Jakarta. 
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m3 in 2010.  Further, pulpwood consumption in 2010 was around 28.35 million m3, 
which implies a capacity utilisation rate of the pulp industry of 80%.  This high 
capacity utilisation rate, however, was achieved due to contribution of logs supply 
from conversion production forest (IPK) of 14.49 millions m3 or 48% of raw 
materials in 2010. 

 If we assume logs deficits between official round wood production and 
processed wood industry round wood consumption is sourced from illegal round 
wood, it is quite clear that the non-integrated and integrated sawnwood and 
plywood industries consume significant quantities of illegal timber in their 
production processes, which was about 4.6 millions m3 in year 2010 (Table 5).  
Further, the non-integrated and integrated sawnwood and plywood industries 
declining consumption of illegal round wood also indicates increasing difficulties in 
securing raw materials.  In other words, forest resources are critically degraded, not 
only in state production forests, but in other forest areas as well.  Hence, timber 
industry faced changes in sources of raw materials, from natural tropical forest into 
plantation and community forests, which affected their quality negatively (Table 3). 

 In addition, several persistence problems that have been identified in forest 
industry are: un-conducive investment climate/business environment due to high 
instance of unofficial charges, inappropriate log taxation, un-conducive labor 
legislation, and inconsistent central and regional policies; negative brand image 
due to processing illegal logs by legal or illegal forest companies, widespread illegal 
logging activities, lack of forest and forest product certification, and the utilisation of 
raw materials from natural forests and poor waste management in pulp and paper 
industry; and declining in forest products competitiveness due to low quality of and 
low industrial efficiency (because of using old machines/equipments). 

  To address those challenges, two-stage strategy with a series of policy in 
each stage was then recommended33.  This strategy needs a concerted effort from 
all stakeholders.  In the first stage or the restructuring phase, strategy was focused 
to intensify forest plantations, increase productivity of forest plantation, combat 
illegal logging and illegal trade, develop alternative sources of log supply, and limit 
forest product production to the level based on a sustainable log supply, optimize 
industrial log distribution, improve utilization of natural production forest, monitor 
operations of wood processing industry, invest in new wood processing technology 
for efficiency and waste reduction, reduce production cost of wood products, 
enhance wood products image in international market, facilitate development of 

                                                
33Manurung, E. G. T.,  B. C. H, Simangunsong, D. S. Sukadri, B. Widyantoro, A. Justianto, S. Ramadhan, L. 
Sumardjani, D. Rochadi, P. Permadi, B. M. Priyono, and B. Sukmananto.  2007. A Road Map for the 
Revitalization of Indonesia’s Forest Industry.  The Forest Industry Revitalization In-house Experts Working 
Group.  Ministry of Forestry.  Jakarta 
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wood industry clustering, find new market and sustain traditional market of wood 
products, invest in secondary wood processing technology, and diversify wood 
products.  This stage includes re-engineering of forest industry, which focuses to 
modify wood processing technology so that forest industry can process fast 
growing species wood and produce various new forest product of high quality and 
of high added-value.  This first stage that focuses on demand management and 
supply enhancement sets the stage for the revitalization phase.   

Several strategies chosen in the first stage need to be continued in the 
second stage, the revitalization phase, in addition to strategies that take advantage 
of different timber supplies, different processing technologies, and different end 
products for different end markets. Those important strategies are to: intensify 
forest plantation, primarily for saw logs/veneer logs production; increase 
productivity of forest plantation, broaden utilization of alternative timber supply 
sources; broaden implementation of Intensive Silvicultural System (SILIN) in the 
natural production forest; continue investment in new wood processing technology 
for efficiency and waste reduction; broaden wood industry clustering; continue 
production cost reduction; continue enhancement of wood products image in 
international market; broaden foreign market and sustaining traditional market of 
wood products; penetrate potential market; invest in secondary wood processing 
technology; and continue wood products diversification. 

Series of policy and action plans for each strategy in each stage were 
recommended.  One or several indicators were also developed and involved parties 
were also identified for each action plan.  Nevertheless, there are several enabling 
conditions that are needed to be considered such as: good political will of the 
government, national stewardship, land tenure and use security, good forest 
governance, and existence of economic institutions. Implications of these chosen 
strategies are temporarily decrease in output and labour force level so that 
coordination and collaborations amongs related ministries or departments are a 
must. On the other hand, these chosen strategies reduce pressure to natural forest 
utilization and give more space to health and efficient wood-based companies to 
operate. 

The implications of these strategies are that production levels and the 
number of people employed in timber industries will decline for a period of time. 
Coordination and cooperation from several ministries and departments is absolutely 
vital.  On the other side, these strategies will reduce pressure on natural forests and 
at the same time provide room for efficient timber companies to operate.  On the 
other hand, these strategies need a large investment in machines modification and 
infrastructures development and a new investment to standardize new forest 
products in order to be able to enter very competitive markets. 



45 
 

 

5.3.  Simplifying and reforming forest fiscal instruments 

Fiscal policy is developed and normally aimed at macro-economic 
development issues, such as a wealth distribution and a government revenue 
generation.  In forestry, it is designed to ensure that the forest resource is correctly 
valued to promote efficient utilization and conservation of its capital value 
(Klemperer, 1996)34.  Many examples of fiscal policy are being used to create 
incentives or disincentives to commercial operators (Cubbage, O’Laughlin and 
Bullock III, 1993)35.  Generally, fiscal measures are preferred to regulatory means 
on the grounds of much greater economic efficiency.  It gives company or 
individuals a greater flexibility in response according to their circumstances.  For 
instance, it promotes rationalization of industries in the event of over installed 
capacity and in the need of reducing pollutions. 

One invaluable concept that is commonly used in developing a fiscal policy 
for forestry is economic rent.  This is a producer surplus when of a product sold in 
competitive market and its marginal cost reflects normal profit and short-run private 
costs.  Gray (1983)36 and Grut, Egil and Gray (1991)37 give a very comprehensive 
description of the various instruments used in forest fiscal system to capture this 
economic rent. 

Various instruments employed for collecting revenues (a revenue system) 
may have different characteristics dependent upon the conditions of the forestry 
and economic sectors of the country.  And results can also be quite different.  
Nevertheless, there are four broad and widely accepted objectives given various 
objectives among countries that can be used as criteria for evaluating forest 
charges and forest revenue system.  They are financial revenue to the government, 
administrative costs and practicality, economic efficiency in utilization and forest 
management, and distribution of economic effects, revenue and income.  Two 
broad general constraints are also identified.  They are physical and biological 
feasibility (i.e. constraint on the choice of revenue arrangement) and social and 
cultural acceptability (i.e. constraint on the range of revenue alternatives). 

                                                
34Klemperer, W. D.  1996.  Forest resource economics and finance.  McGraw-Hill, Inc.  New York.  
35Cubbage, F. W., J. O’Laughlin and C. S. Bullock III.  1993.  Forest resource policy.  John Wiley & 
Sons, Inc.  New York. 
36Gray, J. A.  1983.  Forest revenue systems in developing countries.  FAO/UN forestry paper.  FAO. Rome. 
37Grut, M., J. A. Gray and N. Egli.  1991.Forest pricing and concession policies: Managing the high forests of 
West and Central Africa.  World Bank Technical Paper No.143.  The World Bank.  Washington.  
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Hyde and Newman (1991)38 stated that Gray (1983) and Grut, Egil and Gray 
(1991) confuse economic measures of efficiency and distribution so that its 
financial and environmental conclusions can be misleading or even wrong.  For 
example, the imposition of higher logging fees does not necessarily reduce the 
harvest level or increase public revenues.  It simply changes the distribution of the 
economic rents between public and private sectors.  As a partial solution, Hyde and 
Newman (1991) then suggested an initial competitively bid lump-sump fee for the 
right to harvest a particular area, which is independent of the harvest volume and 
equals to the true rent reflecting all long-term and environmental timber 
management costs.  

On the other hand, Paris and Rujicka (1991)39 argued that pricing, or 
valuing, timber is not as important as appropriately valuing forestland and its fertility 
as a factor of production.  Since deterioration of forestland can result from forest 
management activities by a lessee or concessionaires that strive to “maximize the 
value of the temporary right to use the land,” there is an economic argument for a 
“returnable deposit” or performance bond to adjust the incentives that the forestland 
user faces.  Moreover, earnings due to forest depletion may not be a sustainable or 
socially desirable source of government revenue.  To reduce forest depletion, 
environmental damage should be made expensive (taxed), not timber harvesting.  
An appropriate tax and incentive regime should protect the forestland’s 
environmental services and future productivity, not simply capture profit from short-
run forest depletion which would not contribute to sustainability.  Hence, a 
comprehensive forest management regime should consider performance bonds, 
tenure arrangements, auctions, and better inspection and enforcement, not just rent 
capture. 

Further, World Bank (2006)40 stated “both forest sector taxes and 
environmental bonds should be set and managed in a way that promotes long term 
logging behavior and sustainable forest management.  Similarly, any auction, 
transfer, or long term licensing rules should be designed to provide incentives to 
manage the land as a sustainable resource, not a short run windfall.  If there is a 
desire to capture “rent” or “excess profit,” these taxes should be linked to earnings 
after long term forest management investments are made and environmental 
damage prevented (rather than linked directly to revenue or short-run profit).  If 
                                                
38Hyde, W. F. and D. H. Newman.  1991.  Forest economics and policy analysis: an overview.  
World Bank Discussion Papers.  The World Bank.  Washington.  
39 Paris, R., and I. Ruzicka.  1991.  Barking Up The Wrong Tree:  The Role Of Rent Appropriation In 
Sustainable Tropical Forest Management.  ADB Environment Office Occasional Paper No. 1.  
Manila 
40World Bank (2006).  Sustaining Economic Growth,Rural Livelihoods, and Environmental Benefits: 
Strategic Options for Forest Assistance in Indonesia. The World Bank.  Jakarta 
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there are distributional objectives, “excess profits” could be taxed at a rate higher 
than the normal corporate tax rate.  Of course, all this taxation theory must rest on 
enforcement of the basic tax and payment rules. On the same theme of incentives, 
there is a view that reducing administrative and regulatory burdens could be used 
as an incentive for operators that can demonstrate to improved practices e.g., 
verified through certification and third party inspections and this would free up 
resources for long term management investments.”   

In the Indonesia’s forestry sector, government revenue is generated from 
tax, non-tax and other forest charges.  Forest tax revenues collected at central 
government are Income tax (Pajak Penghasilan; PPh), Value-added tax (Pajak 
Pertambahan Nilai; PPn), and Land and building tax (Pajak Bumi dan Bangunan; 
PBB).  These tax revenues were administrated by Ministry of Finance, not by 
Ministry of Forestry, applied on individual/corporate, and used for budget 
expenditures and national government’s development funds.  Meanwhile, non-tax 
forest revenues collected at central government41 are: License fee (IIUPH)42; Forest 
resource provision (PSDH)43; Reforestation fund (DR)44; Performance guarantee 
fund (DJK); Investment fund for forest conservation (DIPH), and Investment fund for 
research and development, education and training, and forest extension.  Of six 
non-tax charges explained above, only the first tree charges have been 
implemented so far.  The other three charges have no regulations for their 
implementation.   

Initially, DR was collected from IUPHHK as a performance bond (a 
“returnable deposit”), which will be returned if IUPHHK can show their sustainable 
forest management practices.  However, the central government restructured the 
management of off-budget funds and revenues and stipulated non-tax revenues 

                                                
41 Law 41/1999 on Forestry and Government Regulation 3/2008 on Changes of Government Regulation 6/2007 
on Forest Administration, and the Formulation of Plans for Forest Management as well as Forest Utilization 
42 Fee paid for the right to harvest timber on both natural forest concessions and timber plantation concessions.  
It is paid once at the granting of the concession.  The Ministry of Forestry collects the IIUPH and redistributes to 
the region and the central government. Fee is based on the area and region of the forest allocated in the 
permit. 
43 A royalty on logs, charged on the basis of standing volume.  It varies by region and species group.  Since 
1998, it is calculated by multiplying the check price by 10%.  The PSDH is charged to get a part of the intrinsic 
value of timber from production forest to finance forestry and national development and allocated to the region 
(producing province, producing district, and other districts) and to the central government.  It is collected 
annualy prior log harvesting.  The PSDH is also a royalty on non-timber forest products, charged on the basis 
of weight of non-timber forest products.  It is varies by region and type. 
44 Fee paid for logs harvested from natural forest concessions.   It is collected annually prior log harvesting.  
Fee is per cubic meter of standing volume based on inventory result. The District Forest Office should check 
the inventory through sample over 10% of the inventoried area. DR also varies by region and species group.  
DR is paid to Government Bank at location for the account of the Minister of Finance and reported to the 
Ministry of Forestry.  It is allocated to the producing region and the central government. The purpose of DR is to 
get reforestation and land rehabilitation funds; primarily, for forest industrial plantations development, 
reforestation and rehabilitation of forest exploitation areas, and rehabilitation of other critical land outside the 
forests. 
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such as DR to be included in the state budget (Law 20/1997).  This implied that DR 
would be administered by the Ministry of Finance, and their allocation and use 
would be subject to the approval of the House of Representatives (DPR).  
Therefore, separation DR and PSDH charges should be re-assessed with respect 
to avoiding charge duplication on the same object and considering their collection 
practicality.   Meanwhile, a relationship among Performance guarantee fund (DJK), 
Investment fund for forest conservation (DIPH), and Investment fund for research 
and development, education and training, and forest extension should be 
thoroughly studied. 

Since the implementation of decentralization, provincial and district 
government have issued their various own regional regulations (Perda) related 
taxes and levies to increase their income from regionally-generated revenues and 
to finance public services, which are based on Law 34/2000 (Law on the Revision 
of Law 18/1997 on Regional Taxes and Charges).  Recently, the Government of 
Indonesia issued Law 28/2009 on Regional Taxes and Retribution, which more 
clearly stated type of taxes and levies that can be issued by provinces/districts and 
provides principle to earmark those regional provinces/districts income.  In 
principle, issuance of regional taxes and levies are permitted as long as they: are 
fully adhered to existing laws; do not duplicate existing taxes administered by 
central government; do not affect the economy and the environment negatively; are 
socialized prior to their issuance; and are ratified by the DPRD at the appropriate 
level.   

Currently, forest charges that are paid on legally sourced timber are 
sometimes set well below the economically efficient level.  For example, the 
present PSDH charge is a 10% levy on check log prices.  This PSDH charge level 
does not take into account logging waste.   Based on Elias and Thy (2006)45 that 
stated an average logging waste in Conventional Logging and in Reduced Impact 
Logging were, respectively, of 30% and of 20%, the effective PSDH charge would 
only range from 7.7% until 8.3% of check log prices.  Meanwhile, log export ban 
policy that depressed Indonesia domestic log price by 18% over the period 1985-
1997 (Manurung 2002)46 made the effective PSDH charge was only 82% of PSDH 
charge level imposed in that period. 

 

 

                                                
45 Elias dan Thy. 2006.  Assessing progress developing and implementing code of practices for 
forest harvesting in ASEAN members country.  Asia-Pacific Forest Community, FAO.  Bangkok, 
Thailand. 
46Manurung, E. G. T. 2002.  Impacts of Log Export Ban Policy in the Period 1985-1997 on 
Indonesia’s Forestry Sector: A Critical Analysis. World Bank.   Jakarta  
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VI. Conclusions and policy recommendations 
Several policies listed below are recommended to improve forest value and 

to revitalize forest industry, which would expectedly increase a forestry sector 
contribution to gross domestic product, foreign exchange receipts, and government 
revenues; achieve a healthy and efficient timber industry; achieve a sustainable 
forest management; and develop forest industrial and community plantations: 

1. Intensify forest plantations by: speeding-up creation of Forestry District 
Management Unit (KPH), accelerating infrastructure development, 
simplifying license permit processes of forest plantation development, 
implementing forest plantation certification, creating tenurial conflict 
mechanisms and facilitating its resolutions after KPH is built, and providing 
alternative financial assistance for developing HTR 

2. Combat forest crimes by combating illegal logging, combating illegal trade, 
eliminating high cost economy, and improving law enforcement 

3. Develop alternative sources of log supply by utilizing logs produced from 
crops replanting and perfecting utilization of logs produced from community 
forest 

4. Control operations of wood processing industry by prohibiting illegal logs 
consumption and curbing primary wood industry without RPBBI 

5. Reduce production cost of wood products by establishing transportation 
infrastructures, improving processing productivity, reviewing import 
regulations of sample and exhibition products, conducting energy 
diversification for efficiency, and eliminating transaction costs 

6. Enhance wood products image in international market by implementing 
chain of custody and promoting wood products regularly 

7. DR and PSDH charges should be integrated and then its tariff level should 
be adjusted to simplify and to avoid duplication of forest charges on the 
same object. 

8. Market and financial assistances in capital and new equipments and 
machines procurement should be provided to stimulate investment in new 
processing technology that produces high value-added forest products with 
priority to wood furniture and wood handicraft industries. 

9. Transportation infrastructures development should be expedited to reduce 
logs transport cost.    

10. Log export ban policy should be removed to enhance domestic log price and 
to prevent log smuggling due to disparity in log price,. 

11. Selling stumpage in the open market (auctions) should be stimulated and 
supported to eliminate negative impacts of oligopsony structure in pulpwood 
market. 

12. Technical, financial, and market access assistances for micro and small-
timber companies should be provided to address their business difficulties 
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as well as to expand domestic log demand so that domestic log price 
increases.  
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Appendix 1.  Production, export, import, and consumption in sawnwood industry in the period 1994 - 2010. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
MOF (and BPS)

Production Millions m3 1.73 2.01 3.57 2.61 2.71 2.06 2.79 0.67 0.62 0.76 0.43 1.47 0.68 0.59 0.53 0.71 0.89
Export quantity Millions tonnes 0.43 0.40 0.42 0.33 0.20 0.41 0.45 0.53 0.75 0.52 0.43 0.37 0.47 0.15 0.05 0.04 0.03
Import quantity Millions tonnes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.06 0.08 0.09 0.12 0.14 0.18 0.04 0.19 0.13 0.14
Consumption Millions tonnes 0.78 1.01 2.08 1.50 1.70 1.03 1.50 0.00 - 0.10 - 0.80 0.18 0.30 0.51 0.59 0.73
Export value Millions US$ 509.80 453.70 473.40 380.00 163.90 295.70 331.20 301.30 371.20 302.50 311.00 281.60 414.80 144.10 55.60 36.70 31.30
Import value Millions US$ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 37.37 46.10 47.90 65.43 78.15 93.33 22.69 127.37 79.29 95.34

FAO
Production Millions m3 6.84 6.64 7.34 7.24 7.13 6.63 6.50 6.75 6.23 7.62 4.33 4.33 4.33 4.33 4.17 4.17 4.17
Export quantity Millions m3 0.65 0.40 0.43 0.39 0.58 1.33 1.46 2.47 2.02 2.02 2.01 1.95 1.93 0.09 0.07 0.05 0.05
Import quantity Millions m3 0.01 0.03 0.03 0.07 0.04 0.06 0.12 0.10 0.14 0.15 0.20 0.23 0.31 0.29 0.32 0.21 0.21
Consumption Millions m3 6.20 6.27 6.94 6.92 6.58 5.36 5.16 4.38 4.36 5.75 2.52 2.61 2.71 4.53 4.41 4.33 4.33
Export value Millions US$ 367.94 225.09 275.35 249.49 258.81 547.85 624.70 801.84 659.26 673.13 663.50 641.94 637.70 56.04 55.20 36.00 36.00
Import value Millions US$ 8.30 20.77 22.18 32.00 24.67 29.29 48.23 37.37 46.10 47.87 65.43 78.15 99.31 101.08 127.37 79.87 79.87

Item Unit Tahun

 

 

 

Appendix 2.  Production, export, import, and consumption in plywood industry in the period 1994 - 2010. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
MOF (and BPS)

Production Millions m3 9.43 9.66 10.90 7.31 7.82 5.04 4.76 2.49 1.82 6.55 4.79 4.94 3.94 3.50 3.35 3.02 3.45
Export quantity Millions tonnes 5.34 4.09 4.86 4.61 4.82 4.08 3.76 3.90 3.58 3.31 2.60 2.21 1.98 1.60 1.67 1.43 1.84
Import quantity Millions tonnes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.02 0.06 0.05 0.05 0.04 0.06
Consumption Millions tonnes 1.27 2.67 2.77 0.51 0.65 - - - - 1.28 0.76 1.26 0.84 0.90 0.73 0.72 0.64
Export value Millions US$ 3,716.40 3,462.00 3,595.40 3,447.70 2,187.29 2,371.02 2,059.36 1,871.96 1,779.92 1,662.91 1,576.87 1,374.67 1,506.68 1,524.70 1,533.46 1,189.39 1,638.70
Import value Millions US$ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 1.46 1.54 0.98 3.72 8.87 23.53 23.77 28.03 21.36 36.83

FAO
Production Millions m3 9.84 9.50 9.58 9.60 7.80 7.50 8.20 7.30 7.55 6.11 4.51 4.53 3.81 3.45 3.35 3.00 3.00
Export quantity Millions m3 8.22 8.38 8.56 8.50 7.42 6.29 5.15 6.34 5.83 5.09 4.00 3.41 3.09 2.77 2.57 2.20 2.20
Import quantity Millions m3 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.00 0.00 0.00 0.01 0.03 0.09 0.11 0.08 0.06 0.06
Consumption Millions m3 1.62 1.13 1.01 1.10 0.38 1.22 3.05 0.97 1.73 1.02 0.52 1.16 0.82 0.80 0.87 0.85 0.85
Export value Millions US$ 3,723.41 3,786.00 3,603.61 3,416.23 2,083.86 2,256.32 1,988.93 1,837.92 1,748.31 1,662.91 1,576.90 1,374.67 1,506.68 1,543.78 1,533.46 1,190.37 1,190.37
Import value Millions US$ 1.69 1.00 2.76 0.00 1.63 1.72 2.67 1.46 1.54 0.93 3.72 20.77 23.53 32.38 28.03 21.62 21.62

Item Unit Tahun
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Appendix 3.  Production, export, import, and consumption in veneer sheets industry in the period 1994 - 2010. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
MOF (and BPS)

Production Millions m3 1.46 1.43 1.32 1.13 1.31 1.03 0.67 0.09 4.36 0.29 0.16 1.01 0.26 0.30 0.43 0.69 0.74
Export quantity Millions tonnes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.01 0.06 0.00 0.01 0.00 0.01 0.01 0.01
Import quantity Millions tonnes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.01 0.01 0.01 0.02 0.01 0.02 0.01 0.01
Consumption Millions tonnes 1.02 1.00 0.93 0.79 0.92 0.72 0.47 0.07 3.06 0.20 0.06 0.71 0.19 0.21 0.31 0.49 0.52
Export value Millions US$ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2.05 1.65 2.94 33.10 9.32 19.95 6.48 30.11 21.16 26.29
Import value Millions US$ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 14.47 13.73 14.24 19.33 19.59 25.52 7.42 31.99 19.37 24.42

FAO
Production Millions m3 0.05 0.05 0.05 0.05 0.05 0.05 0.07 0.09 0.12 0.29 0.16 0.16 0.26 0.30 0.43 0.69 0.69
Export quantity Millions m3 0.02 0.02 0.00 0.01 0.01 0.01 0.00 0.01 0.00 0.01 0.07 0.05 0.03 0.05 0.05 0.05 0.05
Import quantity Millions m3 0.00 0.00 0.00 0.01 0.00 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.02 0.03 0.03 0.02 0.02
Consumption Millions m3 0.03 0.03 0.05 0.05 0.05 0.05 0.07 0.09 0.12 0.29 0.10 0.12 0.25 0.28 0.41 0.65 0.65
Export value Millions US$ 29.77 26.00 3.60 15.58 15.99 3.09 1.90 2.05 1.65 2.94 33.05 30.41 19.95 29.98 30.11 30.11 30.11
Import value Millions US$ 7.62 7.30 10.05 15.39 9.57 13.11 12.60 14.47 13.73 14.23 19.33 19.59 25.52 27.76 31.99 19.57 19.57

Item Unit Tahun

 

 

 

Appendix 4.  Production, export, import, and consumption in pulp industry in the period 1994 - 2010. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
APKI

Production Millions tonnes 1.31 2.02 2.56 3.06 3.43 3.69 4.09 4.67 4.97 5.19 5.21 5.47 5.67 5.83 5.99 6.14 6.30
Export quantity Millions tonnes 0.24 0.58 1.13 1.19 1.66 1.18 1.33 1.70 2.25 2.38 2.48 2.56 2.80 2.44 2.62 2.24 2.57
Import quantity Millions tonnes 0.69 0.51 0.84 0.94 0.84 0.96 0.77 0.56 0.83 0.74 0.90 0.89 0.92 0.86 1.16 1.08 1.23
Consumption Millions tonnes 1.76 1.96 2.27 2.82 2.61 3.47 3.53 3.53 3.55 3.55 3.63 3.79 3.79 4.25 4.53 4.98 4.96
Export value Millions US$ 132.31 438.47 431.56 489.34 689.89 474.95 707.80 563.18 706.81 790.25 869.90 932.71 1,119.68 1,065.41 1,422.45 867.24 1,465.94
Import value Millions US$ 477.26 387.27 466.15 454.20 411.54 449.09 506.83 260.32 373.08 358.98 511.65 496.65 542.92 594.84 944.05 626.93 1,023.02

FAO
Production Millions m3 1.70 1.93 2.48 2.90 1.82 1.65 3.63 5.21 5.48 5.48 5.48 5.48 3.58 5.18 5.65 4.76 4.76
Export quantity Millions m3 0.12 0.57 1.13 1.28 1.66 1.20 1.36 1.70 2.25 2.38 1.68 2.49 2.86 2.44 2.73 2.73 2.73
Import quantity Millions m3 0.85 0.84 0.83 0.96 0.84 0.96 0.97 0.79 0.81 0.73 0.89 0.90 0.91 0.86 1.16 1.13 1.13
Consumption Millions m3 2.42 2.21 2.18 2.58 1.00 1.41 3.24 4.29 4.05 3.84 4.69 3.89 1.63 3.60 4.07 3.16 3.16
Export value Millions US$ 68.94 215.31 431.57 532.52 689.38 487.98 724.23 563.25 706.71 790.73 589.71 905.26 1,156.08 1,065.92 1,515.41 1,514.95 1,514.95
Import value Millions US$ 438.13 436.62 461.60 461.49 411.06 448.86 643.41 403.20 365.32 354.03 505.03 505.93 535.67 594.84 944.05 894.54 894.54

Item Unit Tahun
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Appendix 5.  Production, export, import, and consumption in paper and paperboard  industry in the period 1994 - 2010. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
APKI

Production Millions tonnes 3.05 3.43 4.12 4.82 5.49 6.72 6.85 6.95 7.21 7.27 7.68 8.21 8.85 9.51 10.18 10.84 11.50
Export quantity Millions tonnes 0.83 0.92 1.20 1.80 2.83 2.95 2.84 2.35 2.45 2.16 2.58 2.99 3.54 4.12 4.09 4.29 4.56
Import quantity Millions tonnes 0.17 0.14 0.20 0.26 0.13 0.14 0.21 0.20 0.25 0.21 0.31 0.30 0.29 0.00 0.00 0.00 0.00
Consumption Millions tonnes 2.40 2.64 3.12 3.28 2.78 3.91 4.22 4.81 5.02 5.31 5.41 5.51 5.60 5.40 6.09 6.55 6.94
Export value Millions US$ 607.65 819.48 878.21 922.87 1,443.98 1,477.17 1,713.10 1,326.57 1,722.28 1,618.40 1,678.97 2,021.89 2,488.50 3,374.80 3,796.90 3,404.90 4,241.70
Import value Millions US$ 181.84 296.98 211.28 263.97 168.17 121.99 149.19 164.63 198.64 175.90 260.42 286.82 280.11 0.00 0.00 0.00 0.00

FAO
Production Millions m3 3.05 3.43 4.12 4.82 5.49 6.98 6.98 7.00 7.00 7.04 7.22 7.22 7.22 7.73 11.35 11.53 11.53
Export quantity Millions m3 0.70 0.93 1.21 1.15 2.26 2.92 2.72 2.32 2.37 2.06 2.48 2.97 3.50 3.67 3.57 3.57 3.57
Import quantity Millions m3 0.21 0.14 0.20 0.27 0.12 0.14 0.23 0.23 0.26 0.23 0.35 0.35 0.33 0.35 0.40 0.40 0.40
Consumption Millions m3 2.57 2.64 3.11 3.95 3.34 4.19 4.49 4.91 4.89 5.21 5.09 4.60 4.04 4.41 8.18 8.35 8.35
Export value Millions US$ 460.38 584.24 718.15 754.80 1,152.54 1,447.35 1,688.48 1,298.49 1,271.96 1,203.36 1,650.11 2,093.04 2,532.16 2,912.53 3,232.95 3,232.95 3,232.95
Import value Millions US$ 184.82 141.44 199.39 248.77 142.74 162.91 213.18 222.49 238.93 228.73 355.47 367.38 369.92 392.99 496.64 496.64 496.64
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Appendix 6.  Forest sector export value including timber products  and its share of total exports in the period 1994-2010, in million 
US$ 

Plywood Sawnwood Others
1994 3,716 510 964 671 5,862 2,818 25,702 40,053 22.8% 14.6% 208.0%
1995 3,462 454 1,075 1,011 6,002 2,888 29,328 45,418 20.5% 13.2% 207.8%
1996 3,595 473 1,062 955 6,086 2,913 32,125 49,815 18.9% 12.2% 208.9%
1997 3,411 380 1,512 939 6,241 3,133 34,985 53,444 17.8% 11.7% 199.2%
1998 2,078 164 2,182 1,426 5,849 3,654 34,593 48,848 16.9% 12.0% 160.1%
1999 2,256 296 1,244 1,966 5,762 2,902 33,332 48,665 17.3% 11.8% 198.6%
2000 1,989 331 1,241 2,291 5,852 2,709 42,003 62,124 13.9% 9.4% 216.0%
2001 1,838 301 1,126 2,034 5,300 2,439 37,671 56,321 14.1% 9.4% 217.3%
2002 1,748 371 1,132 2,097 5,349 2,568 38,730 57,159 13.8% 9.4% 208.3%
2003 1,663 303 1,196 2,007 5,169 2,562 40,880 61,058 12.6% 8.5% 201.7%
2004 1,577 311 1,360 2,229 5,477 2,496 48,677 71,585 11.3% 7.7% 219.4%
2005 1,375 282 1,430 2,325 5,411 2,880 55,594 85,660 9.7% 6.3% 187.9%
2006 1,507 415 1,403 2,859 6,184 3,365 65,024 100,799 9.5% 6.1% 183.8%
2007 1,525 144 1,409 3,375 6,453 3,658 76,461 114,101 8.4% 5.7% 176.4%
2008 1,527 56 1,238 3,797 6,618 4,585 88,393 137,020 7.5% 4.8% 144.4%
2009 1,190 37 1,049 3,405 5,680 4,353 73,436 116,510 7.7% 4.9% 130.5%
2010 1,635 31 1,204 4,242 7,112 5,002 98,015 157,779 7.3% 4.5% 142.2%

SOURCE: BPS.  Economic Indicators, various years.
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Appendix 7.  Contribution of forest sector including timber industry on GDP at current market prices in the period 1994-2010, in 
trillion rupiahs. 
 

Amount % Amount % Amount %
1994 66.1 6.9 10.4% 78.8 5.9 3.2 9.1 11.6% 382 16 4.2% 9.1 2.4%
1995 77.9 7.4 9.5% 98.3 6.6 3.9 10.5 10.7% 455 18 3.9% 10.5 2.3%
1996 88.8 8.2 9.2% 122.2 8.1 4.5 12.6 10.3% 533 21 3.9% 12.6 2.4%
1997 101.0 9.8 9.7% 152.6 8.7 6.0 14.7 9.7% 628 25 3.9% 14.7 2.3%
1998 172.8 11.7 6.8% 205.7 10.5 8.5 19.1 9.3% 956 31 3.2% 19.1 2.0%
1999 215.7 13.8 6.4% 250.7 9.4 9.3 18.7 7.4% 1,100 32 3.0% 18.7 1.7%
2000 216.8 16.3 7.5% 331.3 20.3 20.0 40.3 12.2% 1,390 57 4.1% 40.3 2.9%
2001 251.7 17.0 6.7% 415.0 31.3 19.6 50.8 12.2% 1,646 68 4.1% 50.8 3.1%
2002 281.6 17.6 6.3% 453.5 29.5 24.2 53.7 11.8% 1,822 71 3.9% 53.7 2.9%
2003 305.8 18.4 6.0% 491.3 29.9 27.8 57.7 11.7% 2,014 76 3.8% 57.7 2.9%
2004 329.1 20.3 6.2% 550.1 31.2 31.0 62.3 11.3% 2,296 83 3.6% 62.3 2.7%
2005 364.2 22.6 6.2% 621.9 35.2 33.9 69.1 11.1% 2,774 92 3.3% 69.1 2.5%
2006 433.2 30.1 6.9% 747.4 44.6 39.6 84.2 11.3% 3,339 114 3.4% 84.2 2.5%
2007 541.9 36.2 6.7% 886.3 54.9 45.4 100.3 11.3% 3,951 136 3.5% 100.3 2.5%
2008 716.7 40.4 5.6% 1,138.7 73.2 51.9 125.1 11.0% 4,949 165 3.3% 125.1 2.5%
2009 857.2 45.1 5.3% 1,267.7 80.1 61.1 141.2 11.1% 5,604 186 3.3% 141.2 2.5%
2010 985.1 48.1 4.9% 1,384.2 6,423

SOURCE: BPS.  Economic Indicators, various years.
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Appendix 8.  Forestry sector revenues including timber industry in the period 1994-2010, in billion rupiah 

1994 13,537 52,881 66,418 9,838 76,256 20 445 776 1,241 2.3% 1.63%
1995 16,055 56,959 73,014 9,009 82,023 26 539 807 1,372 2.4% 1.67%
1996 20,137 67,493 87,630 11,900 99,530 19 601 848 1,467 2.2% 1.47%
1997 30,559 81,716 112,275 14,386 126,661 7 656 1,322 1,985 2.4% 1.57%
1998 41,254 117,651 158,905 56,225 215,130 20 693 1,903 2,617 2.2% 1.22%
1999 45,435 142,384 187,819 0 187,819 60 809 1,513 2,381 1.7% 1.27%

2000 76,290 4,018 9,114 115,913 205,335 0 205,335 47 1 846 1,868 2,762 3.6% 1.34%
2001 85,672 8,837 20,550 185,541 300,600 478 301,078 47 1 891 2,258 3,197 3.7% 1.06%
2002 64,755 9,760 13,925 210,087 298,527 78 298,605 4 0 804 1,902 2,710 4.2% 0.91%
2003 67,510 12,617 18,754 242,048 340,929 468 341,397 1 747 1,856 2,605 3.9% 0.76%
2004 91,543 9,818 21,185 280,560 403,106 262 403,368 82 913 2,374 3,369 3.7% 0.84%
2005 110,391 12,777 24,147 346,834 494,149 1,296 495,445 42 654 2,538 3,234 2.9% 0.65%
2006 167,474 21,451 38,026 409,203 636,154 1,834 637,988 111 561 1,732 2,404 1.4% 0.38%
2007 132,893 23,223 56,873 2,131 490,989 706,109 1,698 707,807 68 0 670 0 1,368 0 2,105 1.6% 0.30%
2008 224,463 29,088 63,319 3,734 658,701 979,305 2,304 981,609 68 0 618 0 1,643 0 2,330 1.0% 0.24%
2009 138,959 26,050 53,796 8,370 619,922 847,097 1,667 848,764 74 0 674 0 1,455 0 2,204 1.6% 0.26%
2010 164,727 29,500 43,463 9,487 743,326 990,503 1,897 992,400 272 0 797 0 1,721 0 2,790 1.7% 0.28%

SOURCES:
MOF.  Statistik Kehutanan, various years
BPS.  Economic Indicators, various years.

FOREST REVENUE 
SHARES

Of Non Oil 
and Gas 

Of Total 
Revenues

DJR / DR IWPL Total

FOREST REVENUES FOREST REVENUE 
SHARES

Of Natural 
Resouce

Of Total 
Revenues

Total

FOREST REVENUES 

IHPH IHPHTI IHH / 
PSDH IHHT

IHPH IHPHTI IHH / 
PSDH IHHT DJR / DR IWPL

Year

GOVERNMENT REVENUES 
 Domestic Revenues

Grants TotalNon Taxes Revenues Taxes 
Revenues Sub TotalNatural 

Resource 
Profit 

transfers 
Other Non 

Taxes 
Public Service 

Institutions

Year

GOVERNMENT REVENUES 
 Routine Revenues Development 

Receipts TotalOil and Gas Non Oil 
and Gas Sub Total

 
 




