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1. Introduction

|1 Public opinion concerning Indonesian forestry today almost can not be separated
from issues of illegal logging. conversion of natural forest. forest fire. high cost
economy, land use conflict. and poverty. It has been acknowledged that those issues
emerge due to weaknesses in forestry governance. so that without a commitment from
the government and capacity improvement of forestry institutions it is very difficult to
expect that forestry sector improvement can be done (DKN. 2007a).

1.2 I W™ 2002 Forest Strategy ( World Bank, 2006b). three pillars arc mentioned as
WRB's approach. c.g. 1 (1) Poverty alleviation issue (through social forestry.
customary forest e1c.). (2} Improvement of government’s capacity. legal aspect. SV
and forest investment. and (3) Protection of conservation area. market and linance. as
well as inter-sector supports for environment, Midlerm Review/M IR on the WIR's
2002 Forest Strategy concludes that WB's programs in many countries have
weaknesses (Hermosilla, 2007). The following statement. for instance:

"although the World Bank Forest Strategy has advanced implementation of sustainable
forest management m many countries, the scale of implementation 1s far smaller than
envisioned or required It acknowledges that Bank engagement in the forest sector "has not
met expectations’, although in some countries the Strategy has contributed to the
improvement of forest governance, development of innovative instruments (carbon financing,
foresl cerification. etc 1 poverty raduction, and stimulation of private sector investment in
suslainable forest*

In the proposal of Global Forest Alliance it is also mentioned concerning the
weakness of interactions among PROFOR. FLEG. and WWF Alliance at program
implementation level in a country.

i Relation and cooperation pattern between WI=and the government» acll;» other
parties in a country will determine whether o1 N policy change will be made or
technical action in the ficld will be effective. In this paper | review implementations
of the WI's 2002 torest Strateey in refation to fundamental problems of foresiry
development in Indonesia as well as direction of forestry policies. This revicw is
based on the studies of various documents. interviews with numerous relevant parties.
and my opinion as a person who has been active in taking parts i various ctforts of
changing forestry policies in Indonesia,

Pape WRB’s Workshop at Jakarta., September 27, 201
Global Forest Alliance. Comprehensive Partnership in Conservation and Sustainable | se of the Worlds
Forests. 2007, Dratt
Karya Hmiyah ini telak didokementasi
di Departeinen Manajemen Hutan
Fakultas Kehutanan iPB,
KetuyDepartengen MNH

. Ir. Didik Suharjito, MS.
NIP. 132 104 680

| 3

o |
Al



2. Role of WB during 2002-2007

2

The Operations Evaluation Department (OED. 2001) *s comprehensive study stated
that WI3"s strategy in forest sector had limited impacts on forestry policies in member
countries because the WRB did nor tocus enough in promoting constituency within the
vovernment and among non-governmental institutions. 1 was stated also that tlic WB
did not have sufficient strong long term commitment arid inyvolvement in the sector.
In addition. others have observed that the W B did not adequately allocate its own
resources to non-forestry sectors that have strong effects on the forest management
performance, such as finance. mining, and efforts in improving burcaucracy s
performance as well as control on corruption

2 2 From 2000 to 2005. the W1 helped to construct analytical documents and facihitate

dialogue among stakeholders to promote constituency for forestry development, The
dialogue conducted in the framework of Donor Forum on T orestry (D1 1) supported
Consultative Group on Indonesta (CGIY held formal mectings between donor
institutions and the goyvernment to evaluate the progress of forestry policy renewal.
During that period. the WB was successtul in revealing the issues of forestry
companies’ debt controlled by Indonestan Bank Restructuring Agency (IBRA) 1o the
national and international levels through CGIL. and it also was successliul in its
atiempts 1o 1o build communications with NGO, IME_and the government to make
improvements . In addition. in regard to support anti money faundering linked 1o
tllegal Togging. the WIS provided its experts to help Financial Transaction Analysis
Reporting Center (PPATKY and to support CIFOR (o campaign money laundering
approach to the Asia Pacific money laundering forum’.

2 3 In 2004, the W B helped CHOR w arrange the documents consisting of important

issues in the forest sector that needed 10 he fixed and required improved coordination
among donor institutions. The documents that had been sharpened through
consultations with stakeholders were then crafted in the report published in 2006 with
the title Sustaining Economic Growth. Rural Livelihoods and I nvironmental
Benefits: Strategic Options for Indonesia’s Forest Lands.

74 The W also has played o rale m bridging stakeholders™ interests at the eperational

level. for instance the government’s plan of developing oil palm plantation along
conservation arcas on the Kalimantan and Malaysia border. 1t has worked with the
gorvernment and NCOs to discuss technical elements of such a development plan.
Prior to this role. the WB had bridged the dispute among several parties ignited by the
road development plan passing through leuser l.cosystein in North Sumatera and
Acch. In June 2005, the WB performed evaluation on the fundamental forestry issucs
for interventions and at the same time captured opinions from various groups
concerning the role that could or could not be plased by the W3,

Bambang Setiono (researcher of Cifor) based on his experiences i implementing anti money laundering
policies and in resolving debt problems of forestry companies has emphasized this point. Information
was provided by email dated August 23, 2007

Interview with Bambang Setiono (a researcher in Cifor) through email dated August 23, 2007

Interview with Bambang Setiono (a researcher in Cifor) through email dated August 23, 2007



25 In collaboration with AusAID. CSIRO, and National Development Planning Agency

(BAPPENAS), since 2005 until recently (2007 the WB has been conducting a study
entitled “"Government Policies, Natural Resources and the Environment: Analyzing
Pathe to Sustainability in Indonesia™ The purpose ol the study. among other things, is

to develop an approach that can be used to understand eflects of macro policy
intervention on Iriple bottom fines (poverty. social. cconomy. as well as natural and
environmental capitals.) in society. The Center for Social Forestry (CSF). University

of Mulawarman. Samarinda. East Kalimantan has participated in this studs

26 In May 2007 tlic WIB facilitated the meeting held by the National Forestry Council

(DKN) 1o svnchronize various activities, including the ones conducted by the Mol
other sectors, as well as various Working Groups In addition. the W also continues
its support to facilitate processes of policy formulation and policy implementation on
industrial restructuring, to accelerate the development of people plantation forest
(hutan tanaman rakyat/HTR). to help Indonesia in making various preparation steps
for the I?[Il meeting in the UN Forum on the Global Climate Change (UNFCCCYCOP
in Bali. upcoming December. '

3. Forest Policy Development during 2002-2007
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dnfluenced by many parties outside the government  donors and local stakeholders.
and despite numerous political declaration. however. ilie forest sector has experienced
tremendous social conthets, as well as central local authority conflicis. The resultis
continued illegal logging and huge confusion in the utilization of forest resources.

[he declared revitalization of forestry has not praduced any positive results,

. Implementation of Law 41/1999. regarding torestry, has been operationalized since
2002 but forestry businesses in general have not yet recovered for numerous conflicts
m the ticld, high transaction costs. as well as rampant illegal Togging, Because of this
reality, various parties have tried 1o establish a social forestry policy by establishing
new reeulation and preparation for implementation inthe ficld — on the one hand and
on the other hand to arrange licensing and timber trade through Forest Industry
Revitalization Agency (BRIK), hut the high transaction costs  mainly because nf
bribing on forestry businesses  have not vet been addressed. In 2003, President
Megawati Sukarnoputri. in Central Kalimantan. declared social forestry as an initial
realization of addressing sozial issues in the field. but until recently specific permits in
the form of social forestry devoted to community is not run well, The main obstacle 1s
absence of acuv ity in Kabupaten (district) 1o locate the place of social forestry that
will be established by the Minister of Forestry ;

3300 this period. the Law A 1/1999 was revised thiough enacting Perpu 172004 ithe

See also Spink, Muelinda (2007) Analyzing Paths 10 Sustaimabiliey i Indunesia - Project Prooress
Report, CSIROY This report idicated that the second phase of the study 1s still on goimg

Based on Ministrial Decree No 3172003 Kabupaten eovernments should determine the place of social
forestry i the state forest, but actually they have not anough information about suitable forest land (o
locate the program
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covernment regulation as replacement for the law) for providing legal protection ftor
mining companies that have had permits prior 1o 1999, so that those companics could
be operational by the presidential decree. Before the Perpu was accepted by the
[louse of Representative (DPRY to become Lasw. the president had launched the
Presidential Decree 4172007 stating that 13 mining companies are allowed to run their
business in protection forests. Through voting in the FHouse. the Perpu was accepted
to become a law and the Law 41/1999 was revised by enactment of the J.aw 192004
In 2004, anew law was born to replace the law regarding Local Governmant and
Finance. At the end of 2004 the President Susilo Bambang Yudoyono (SBY ) was
elected and further the position of Forestry Minister was handed over from M.
Prakosa to Mr. M.S. Kaban.

n 2005, President SBY expressed his commitment to forestry development partly

through the enactment of Presidential Instruction Inpres 2005 regarding Combating
Illcoal Logging in order to covrdinate 18 central and local governmental institutions
in combating illegal logging. In the same vear. as the response to “Infrastructure
Summit™ the President also declared the major program named Revitalization
Program on Agriculture, Animal husbandry. and Forestry (RPPK)..

Jdncearly 2006, several parties mainly academicians and local NGOs -- agreed 1o

replace a number of government regulations (PI') that were viewed 1o hamper
investment acceleration. soeial forestry implementation, and to cause weaknesses of!
forest management in the field. A year later the government regulation PP 672007 was
born to replace the former government regulation PP 342002, The new goyernment
regulation contains significant changes regarding empowering torest management
through establishment of' forest management unit (KPH)., empowering social forestry,
village and customary forests. This PP also regulate on opening people access to
forest state resources atilization through community based forest plantation (ITTR).
Auction system that was initially employed in forest utilization was replaced by
request based system. Complexity of forestry problems is realized by the Minsier.
For that reason in early 2005 the Minister met various parties to come 1o an
agreement to form National Forestry Council (DKN) through the 4”‘ Indonesian
Forestry Congress (KK1) in September in Jakarta.

Implementations of several opportunities and instruments for forestry development
revitalization that were deyveloped in 2000 have not elearly materialized in 2007, This
vear the implementation of forest revitalization was shaken by "Riaw case™ {see point
1.3). Significant interpretation gap betwceen the Minister’s and Riau | ocal Police
Head's regarding presumption of environmental destruction done by plantation forest
companies is not only 1o cause the stop of plantation forest development in Riau but
alse to worsen countrywide investment climate partly as this case has imvolved two
major pulp and paper companies absorbing a huge both <ireet and indirect workers.
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. Progress of forest regulations and institutions, 2002 -

2007

Note
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2003

Regulation 34/2002 on Forest sddmumstravon and the Formulation of Plans

tor Forest Management. Forest Utuhization and the Uses ol the Forest and
Wi

Regulation 35 on Retorestation Fund
Establishment o Forest Industsy Revnalization Azency (BRIK) by jomt

decree beetwen Mol and Mumistry Tngdustey and Trade

Judicaal review o1 repulation
3420002 swas done by NGOk and
acadenvicians

Weak role on the revitalizaton

& luly

LRS!

2004

Declaration of Socral Foresory Development by President Megawal
Soekamoputrs in Palangkarava. Central Kalimantan

Declaration ot Kapuas Holu as Conservation District through [hstrict
Regulation 1442003

I'here was no tollow up alter the
declaration
Followed by 7 districts durimg

2005 - 2007 penode

e My
e (]

e ()t

2005

Presidential decree 20490 Releasing L3 mimimg compaiies m protected

forest

I 3700

o Regongl Governanee dan 1oy 3320010 000 Fiscal

| Balang e

Susilo Bambang Yudovono as President of Republic of Indonesig MS Kaban
as Minustry ol borestry
Regulation 442004 Forestry Planimg and Regulation 452004 on Forest

Proteciion

M oun parties gre res sme the two
I aw

o March

® Jum

2006

Presidencial Decree 422005 on Combating Hlegal Logging in Forest Area and
Log Trading im Indonesia

Declaration of Revitghzation of Agnculure, Livestoek and Foresiry by
Pressdent Susilo Bambang Yodoyono ot futilubur. West Fawq

Weak coordmation among related
mstitutrons

Fhere wits no follow up atter the
declaration

o Sepl

2007

Establishment of National Forestry Councl ( DEN ) through Indones i

Forestry Congres IV

e lun

& Apnil

e July
e luly

* August

Regulation No 3422002 was replaced by Regulation 6/7007

Law 262007 on Land Use

Government Decree No 38722007 on [isinbution of Awonty among Central
Government, Provinee Government. and Dhstnict/Ciuy Governiment

Mimistry of Forestry agreed implementation of Legality Standard (VPA )
established by mulu-stakeholers

Mimistry ol coordmanion of Pohue and Detence establish a team (NGOs
Bussmes Assosution and DKN) 1o monitoring implementation ol
Presadential Decree 120005

4. Forestry Problems and Policy Intervention

Needs Mnistrial Decree to tollow
up

Needs regulations o tollow up
Needs Mimstoal Decree 10 follow
up

Needs estabhishment of istitution

L1.Inits report the WB states that during the last 20 years around one billion 1181 has
been used trom more than 10 donors who are concerned with lixing/soly ing
Indonesian forestry problems. Forestry governance, howeser. is stifl weak and torests
keep being harmed (World Bank. 2006b). In what follows this forestry problemativs

is reviewed from various perspective regarding operational and practical problems in
forestry in order to see the depth of forestry problems and the relevance of various
interventions that have been taken.

4.2. Institutions: Problems ol Sustainable Forest Management

4.2.1.

Forest damage that is seemingly caused by illegal logging. forest fires. and forest
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encroachment is cssentially caused by a deeper problem. which is mainly weak
institutions. in this case weak in forest management. The three cases described
below show that forestry governance is the maimn issue in forest management in
Indonesia Currently. there are 21 million hectares of production forest without the
presence of a management entinn” In addition. management capacities of
conservation areas and protection areas are also weak. This institstional problem
is the most fundamental problem that has been tried to he addressed through
formation ol forest management unit (KPH) in the government regulation PP
6/20077 With sponsorsiips from G 1L MoF team hay e conducted comparative
sludl}f in Germany to assemble the development policy on forest management
unit ',

Uncertainty in forest businesses. both plantation and natural forests. run by large
or small companies is worsened by an overlapping permit issuance by the central
and local governments''. Resolution for such a prohtem has not ever been done
through a particular program. instead through litigation on the cases that emerged
to the surface' .

2.3 The coherence level ol the Mol7s programs in solving forestry problems is still

weak. Lach working unit of the MoF tends to achieve output partially according

e its own tasks and job description. I ikewise. output resul  from interaction
between Mol and Working Groups "and local governments is also weak (DKN,
2007a). ted

4.3. Riau Case: Industrial Restructuring Problem

L

3.1, Recently, there are 8 plantation forest companies that are being accused ol
causing the environment damage. T'he 8 companices are being charged with
violations of' rules concerning environmental management. such as peal protected
arcas that have been converted into plantation forest. | the § are also being
charged with conducting land clearing in productive naturabdorests.

3.2, Based on existing studies (DKN, 2007b). there is a serious gap between MoF and

According to Head of Forest Area Development Center. Forestry Planning, Agency, Mok the absence
of management entity in the field is mainly caused by inactivity of numerous concession companics.
Fhis issue emeraed in stakeholders dehates during the construction of P 62007 draft. \cademicians
supported by key persons in Mol who agreed on the need of empowering forest management were
considered to be successful in altering PP 3d4/2002 ta become PP 6/2007 that includes the establishment
of torest management unit tKPHY inside.

Interyiew with I rijoko Mulyonoe, Forestry Planning Agency of Mol dated August 6. 2007, 1t was stated
that MoF team consisting of 9 persons would be in Germany from September 2 1o September 9, 2007,
It is proved by P11 Avamaru and 'l Sarbi that are working tor Directorate Ceneral 1 orest Production
Derelopment. Mok . 1o locate new areas thal can be oflered 1e mvestors Interyiew was held an August
1L 2007,

in the discussion on forestry program focuses between Team of School ot Forestry 1PH and Planning
Bureau of Mol dated \ugust 7. 2007 this problem was discussed The Planning Burcau agreed on the
establishment a separate program concerning empowering local forestry institutions.

Currently there are several Working Groups, they are W on Tenurial. W G on Institution. and W G on
[ndustrial Restructuring, as well as People Lmpowerement WG,

6
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Indonesian National Poliee in selecting and judging regulutions as references'”.
Additionall - there is also gap in interpreting the criteria for unproductive natural
forests that can be conyverted 1o plantation forests' ™. Therefore. the problem is
more about polio! interpretation by ditferent government agencies. rather than

implementation ot the policies by permit holders™.

These issues have been parts of political elite’s interests in the Fouse off
R«:prcscnl;ni\'ul " halting on going plantation activ ities in Riau'™. and withdrawal
ol several plantation forest investors'”. Meanwhile, there is no sign indicating
parts of efforts for resolving forestry cases in Riau. For example. problem of land
and forest fire control ™, problem ot securing rights of customary and other local
communities [rom being claimed by plantation investor ' problem of maintaining
sustainability of production forest . as well as problem of executing forest and
land rehabilitation program.

4.4, Land and Forest Rehabilitation: Enabling Condition Problem

1.4.1. Nlol (2007 states that realization of National Action of Land and Forest

Rehabilitation (GERHAN) during 2004-2006 spent 2.8 trillion rupiahs (316.1
million USD. 1T USD 9000 rupiahs) of state revenue and expenditure budget
coming from Forestry Fund (DR). [tis about 54% from the planned budget o’ 8.3
trillion rupiahs (3874 million USI), Meanwhilt' for 2007 fiscal year. 3.4 trillion
rupiahs (377.8 million USD) have heen approved. So far. 651200 hectares out of
909.500 hectares planned (71%) have been planted. while realization of plant

For instance in designation of peat protected area. MoF considered local regulation (Perda) on Provinee
Arca Space Arrangement Planning {RTRW P) as a reference due 1o the absence at'the harmony betw een
this RTRWT and Agreed 1 orest Hse Arrangement { FGHK), While. the reference of Mot decree No
10.172000 vsed by the police has been declared 1o be no longer valid through Mol™ decree No. 322003
Ihe designation of unproductive production forest that can ke conyverted into forest plantation is already
reculated under PP 6 1999 Mol Decree No. 10012000 and PP 31 20041, Whilst, MoF also imposed a
policy on accelerating forest plantation development, where each unit management through the Mol
decree Noo 101 2001 can make conversion o the natural forest, but those under particular criteria (10
eriterin as | 1O\ ) has 1o persistently he protected by the company.

"lhis was clarified by two stafls of' the Palice Headquarter in the discussion on 9 August 2007

I he discussion on Riau case in Commission I of the House Representative ¢leeal aspect) was
conducted without Mol because it was prohibited by Commission 1N (forestry aspects). These two
commissions could be representation for the current controversy between police (Commission 1y and
MoF (Commission TV b

Interview with Nanang Rofandi. Day 2day Tead of Association of thie Indonesian Forest Concession
Holders, in Jakarta on August 6. 0407,

Interview with Hadi 8 Pasaribu a Director General of T orest Production Development. Mol on August
6. 2007, According 1 him. South Korea which sill invest i developine of about 500,000 ha forest
plantation in Indonesia start hesitating to proceed the investment due to the Riau case

Prof Emil Salim in his capacity as Presidential Advisors Council inthe meeting on July [ 3, 2007
explained that the case will merely debating on the tiuth under law. ban no connection with the efforts 1o
recuce the timbers i the Riau forests which potentially bea trigger Tor forest fire,

Based on results from some DRKN meetings with community groups in Siak District. Riau. mentionine
that various contlicts experienced by the community with the plantation company.

Inters iew with a worker at T Diamond Raya Timvber, a forest concession holding eco-labelling
certificate in Riau. but their location has now been passed with a road developed by locat covernment,

~J
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tending is around 365,800 out of 870.200 hectares (42%). 1 is not yet known on
how much of the 631.200 hectares and the 365.800 hectares still suryive.

In addition to forest and land rehabilitation funded by state budget. local
covernments also perform the same activity funded by specific allocated fund
(DAK-DR)"". Report from Provincial Forestry Agency of Riau (2006) states that
during 2001-2005 11 districts/cities in Riau Province received forestry fund of
A31.5 hillion rupiahs. Of that amount. 204.3 billion rupiahs or 47% was spent [or
forest and land rehabilitation covering 38.599 hectares of forest and nan forest
areas. It constitutes 1.7&% of degraded lands in Riau Province. Under this
situation 5 out of 11 districts/cities in Riau might unintentionally violate the law

Experiences occurring in Riau show that problem ot forest and land rehablhitaton
cxecution includes various aspects such as planning. nurturing. establishing forest
management unit (KPH as a prerequisite. and lingneing, In all those aspects, all
districts/cities suffer from lack of data and information, lack of time available for
design construction. weak supervising and controlling team, weak socialization.
dittficulties in finding free conflict forest areas. unsuitable price unit, and
insufficient local counter budget (DisHut Riau, 2006).

The issue of forestry governance needs to be investigated in detail and vigilant in
order to recognize its causes. related authorities. and route of correction required.
Fxperiences show that processes of multi-stakeho!ders meeting — although they are
ahle to materialize democratic process and common concerns on the result achieved
are not sufticient to reach detail investigation on the issues (Insist and Mitra.
2003). Various multi-stakeholders meetings done so far  including the ones
sponsored by the WB  tend to produce only shopping list of problems and
recommendation of actions” . but its validity evaluation according to the level of
intervention is still weak., Agreements at fevels of President, Ministers. and Fchelon
often fail 1o work at loswer levels. On the contrary. pood ideas of revitalization
coming from lower echelons arc not appreciated by higher authorities. The WB and
other donars often did not pay attention to this kind of situation  including those of
recognizing key actors as innovator” in more detail as implementation basis of their

programs.

Output of governance correction described above (point-£.5) is expected to deliver
suitable conditions in the field. such as: 1) capability (o defend andfor establish
well-defined forest management areas allocated in detail and free ot'conflicts in the
long term. 2) managers have adequate capacities required, 3) efficient regulation
execution to control forest utilization that ts within carrying capacity of the forest.
Requirements of law as basis and resources mobilization to materialize the three
outputs tend to be ignored: conversely, more resources are devoted to combating

Itis forestry fund sent back 1o loci ]l governments specifically tor supporting forest development

This was stated partly by Agus Setyarso, Operational Head of DKN via email on August 20. 2007

Y

Via email on August 23, 2007, Bambang Setiono of CIFOR. on the basis of his experience working with

FLEG program and money laundering policy. argued that the weakness of the WB is in determining the

key actor of reformer.
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illepal togging. land and forest fire. and so on. which arc basically only symptoms™.
Revarding these matters. governance and management coverage as mentioned in the
WR's document. i.e. as a central issue to he reviewed. is not sufficient to he
addressed by touching only elements of the governance and management such as
transparency. law enforcement. decentralization. and dialog processes prior (o
decision making. Instead. it must also be addressed by 1ving those elements to the
substances of basic problems needed o be oy ercome. [ronicallv. both the WH as
well as Gol do not yet sertous!y identify the substances of basic problems as the
foundation of generating their programs”

5. Bureaucratic Obstacles and Opportunity of Policy Change

SR vancrr Donor'SRorr Experience show that poliey intervention from

outside the government can be effective when the real problem is correctly wdentified.
the timing of intervention matches field cases emerging nationally. there exists pro-
reformation public seryants and their positions, and the process is in Tine with tasks
that are being done by the public servants™. Meanwhile ideas of forest policy change
from the government usually is limited to replacing and/or completing rule and
regulation, but the contents often do not answer the problem to he oy ercome . even
often creates unanticipated new problems (Riau Case: point 1.3). do not provide for
institutional strengthening as prerequisite of smooth execution of improved rule and
regulation or new ones (Forest and 1.and Rehabilitation: pomt 4.4), For those reasons.
donor institutions are still required ™. among others 1o provide a balanee betw cen
policy interyention from outside government and readiness of the goy ernment to
adopt the policies and bureaucratic reforms.

- WERINDEPENDENCI S AND BERE RS W eaknesses of forestry
governance as the root problem of forestry can be traced back from management
perspective (Sutton, 1992). Lhe weaknesses are caused by the imbalance of incentives
to pro-change actors and to pro status quo actors, Whoever has until recently
benelited from the confusing forestry realm will lose billions USD when Indonesian
forestry governance is improved. On the other side. donor institutions are also run by

I'he opinion of Sutrisno, Head of Forest Area Development Center, Forestry Planning Agency
(interview on August 7. 2007): all directors (echelon 2) within Mol evervday busy for running the
dispositions for coordination meetings in solving conflicts and administrative problems of license that
all considered 1o be urgent (due to emplover say so) but not essential (because of this only a svmptom)
So. the fundamental problems like to defend and/or to build the definite forest management area.
improving its management capacity, and create efficient regulation have never been thought.

Agus Setyarso, Day2day Head of DRN. via email on August 20. 2007 argued that the WB projects
indeed not always start from identitying the root of the problems. Very often problem statement posted
i a project report more as assumed problem, and not real problem

Based on process experience that has been took place, i.e policy changes for improving incentive (o
forest utilization (based on review done by TNC in 20052006 continued by DFID in 2006/ 2007). and
on going process, i.¢ the designation criteria and indicators as well as implementing institution of
legality standard. the success very depended 10 the said factors.

PP 342002 that is replaced by PP 6/2007

In line with EL workshop results reported in World Bank (20006a)
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burcaucrats whose income is not dependent on whether or not the change occurs. 1t
seems there 1s no incentive on tlie part of donor institutions to exert a strong pressure
in order (o produce a change. because this move may create problems tor
themselves' . Among those donor institutions. tlic WB is considered as having better
capacity mainly in bringing in resources [rom abroad. providing cooperation
documents, as well as producing technical reports required. However. the WE is
viewed as not yet having a framework enabling realization of'interconnected
activities so that the ultimate objective of the actisities can he achieved ™. Among
those interviewed for this study the WB is believed not to have enough experts who
understand Indonesian forestry and are able to identify persons who can ran forestry
policy change in Indonesia. The WI and other donor institutions generally focus
more on specific activities and their administration. but less focus on thinking about
achieving strategic objectin est

ACTIVITIES IMPEEAES TVHON BY THE WBL Regardless of existing problems. the W B
is considered as having strategic role in promoting forestry policy change as indicated
in the WB's 2002 [orest Strategy. even though the strategics of implementation stil!
need to be improved . Several following consultation results may be used as an
input:

1. In handling tlic debt of forestry companies in the 11311A . the weakness
encountered is the lack o coordination between the W B s division that helped the
IBRA and the W s division that helped forestry. so that the WB™s division that
helped the IBRA supported the government to sell forestry companies™ debis
without (ving (o the goyernment’s commitment in forestry : while the W13 s
division that helped forestry put a condition that sale of forestry debts could be
done after a reduction in industry capacity. In addition. the W B did not proyide
enough resources needed by NGO to answer the demand of the [BRA (0 perform
an analysis of forestry debt recovery that took into account the capacity reduction
ol forestry industries™

In relation o program on forest faw enforcement and governance (1 LLG). the
WD tends to not willing to integrate I-I 1'(r activities inte anti money laundering
activities formally. In addition. the WB is not willing to be a “leader™ in building
international cooperation to combat illegal timber trade. There is no initiative on
the part of the W B to help Indonesia, for instance by asking Malaysia and
Singapore to come to the table for sharing information on preventing illegal
timber trade. What was happening just to factlitate reles ant countries to meet.
Actually. the WB can do better’” Meanwhile FILE.G s 10 steps of combating

The way to see the problem of stagnate reform like this is in line with David Kaimowitz opinion

communication via email on August 21, 2007

The magnitude ot the WB capacity is admitted by Yuyu Rahayu, Head ol International Cooperation

f

s

3ureau, MoF (interview on August 22, 2007). He argued on the absence of the WB project design

nabling to achieve the ultimate goals. This was also stated by Agus Setvarso, Day2day Head of DKN.,

I'his was conveyed by Yuyu Rahayu. Agus Setyarso, Wandovo Siswanto and David Kaimow itz

Yuyu Rahavu, Head of International Cooperation Bureau. Mol' and Wandojo Siswanto Head of

lanning Bureau, MoF through separate interview on August 22, 2007.
nterview with Bambang Setiono. a reseracher of CIFOR, via email on August 23, 2007
nterview with Bambang Setiong, a reseracher of CIFOR, via email on August 23, 2007
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illegal logging are not strongly linked to Directorate General PHIKA Mol whose
duties and responsibilities include preventing illegal logging, so that there is no
integration between the activities™ outputs the W13 achieved and Mok s
programs " .

5330 In 2005, the Indonesian Working Group on Forest Finance( I WGEFF) initiated a
construction of a manual concerning System of Anti Money Laundering in
Forestry. Second concept ol the manual is the result of long discussions between
the IWGEE and the PPA TK, In addition. (the WGt also designed a proposal to
buikl Anti Money Laundering lask Force in forestry. All ideas were born from
the IWGFF s strategies. In the middle of the processes. the WI's representative
suddenly conducted a series of meeting. with the PPATK and then together with
the PPATK and Mol held a seminar on November 16. 2003, and recommended lo
buitd @ Forum or- Task Torce that is initially suggested by the IWGEF. Tmitially,
the seminar was considered as a serious imitial step taken by the government
(PPATK. Mok, and Police) that was supported by the WE, but in fac
recommendations derived from the seminar have never been implemented until
today ™, Facing this situation. the WIR's representative in Indonesia does not put
further efforts in order to encourage that anti money laundering instruments are
reatls implemented in forestry faw enforcement processes in Indonesia, or at least
the WB should be able to monitor its recommendations from the seminars jointly
done with Mok and PPATK ™,

SAMINISTRY O FORISTRY (MOF)  PROBUEIMS OF Bl REANUCRAC Y. In line with the
efforts to materialize business certainty and to increase forest business performance,
MokF is revising criteria of allocating production forest arcas to he used in managing
both natural and plantation forests. and in restoring production forests. This,activity.
which is mainly triggered by Riau Case (point 4.3 is taken by Sub Directorate of
Production Forest U'tih Plan" by inviting imvoly ements of alt Echelon Is.
academicians. consultants. and business communits ', There is no sy nchronization
among working units in Mol to produce output that s operationally useful as basis of
decision making'". Execution ol forest monitoring and assessment sy stem (| OMAS).
which is expected to support the activities. is not vet followed by a coordination n
data and information processing between torestry Planning Agency (Baplan) and
Directorate General of 1 orest Product Deselopment (BPK)'. so that FOMAS has not

Interview with Wandojo Siswanto Head of Planning Bureau. Mol on August 22, 2007

Mol never played active role in pushing legal officers (o use the anti money laundering instrument for
each illegal logging case: whilst, the PPATK always excused by saying that Mol has actually to play
active role on this matter (there is an MOU between Mol and PPATK)

Interview with Willem Pattinasarany, IWGFF Coordinator. via email on August 25, 2007.

Interview with Agus Sarsito, Director of Forest Production Utilization Plan. MoF on August 6. 2007
According to him, the implementation of the collaboration between WWIF-Indonesia and PT RAPP in
conserving HCVF in Riau is in line with this activity

I'he license holder whose review was asked. including that of Bird Life, as the one and the only
restoration manager of production forest

I'his problem was admitted by Yuyu Rahayu. Head of International (Cooperation Burcau. MoF. and
Wandojo Siswanto Head of Planning Bureau. Mol through separate interview on August 22, 2007
Interview with Bob Purba. Executive Director of Forest Wateh Indonesia (FWI1) on Aueust 19, 2007, It
was stated that the Forestry Planning Agency. MoF. only provide the figure of forest cover in its map.
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yet produced output that is operationally useful as decision making basis. Because of
heing not operational. inflexible tunding from donors. and culture of bureaucracy that
is busy with administrative affair instead of outcome. FOMAS is hampered
Currently. in order to pet information on places for investment in plantation forest or
natural forest and restoration of production forests. Directorate General ol 1 oresl
Production Deyvelopment emplovs a consultant 1o locate . Because of this situation.
the objective of FOMARS as transparency instrument (World Bank, 2006a: World
Bank. 2006b) in1 1 implementing polictes is not yet achieved.

SUPPORT OF MINISTI R OF FORISTRY IN IMPETMENTING LEGATTTY STANDARD. In
relation to the W B7s strategy to develop cconomy. restructure industrs, and enlorce
law, MoF recentdy attempted to improve natural forest management by exaluating
implementation of sanction and incentive. According to Director of Natural lorest
Development of Mol . self approval of Annual Werking Plan for natural and
plantation forest business and heavy equipment acquisition  other factors are fixed
seems meaningless. Implementation of legality standard (Voluntary Partnership
Agreement (VPA) Initiative. Tunded by the EUY) must be in line with Mol “s efforts in
miplementing the sanction and incentive. Businesses express their objection o the
miplementation of legality standard. because according to them the standard has bad
impacts on the performance of natural and plantation lorest businesses. The objection
of businesses has been declined by the Minister of Forestry V. According to the
Minister of Forestry:

"ltis no need 1o worry for nol achieving the performance of forest utilization due to Legatity
Standard implementation It 1s time to identify which HPH/HTI that meets the requirements
and which ones that do not, and then further steps will be taken"

I'his matier strengthens steps that are able to be conducted by the MIEind other donor
institutions to execute reinforcement program of production forest area management
capacities and/or 1o provide the infrastructure For monitoring the performance ol
HPIA T monitoring in the field.

S5.6.WHAT IS EXPECTED FROM 111 WB AND DONOR INSTTTUTIONS? [0 general. Mol

while the Directorate Gieneral of Forest Production Development. MoF, determined concessions area
(HPH/HTI) with its progress. This both information could not be united (harmonized) because each
institution doing the job based on each main task and function (tupoksi) and not oriented into mutual
output needed in making decision

Interview with Belinda, a staff at the Forestry Planning Agency, MoF, being now seconded in the WB
for help running FOMAS. FOMAS related activity considered 1o be not operational by Far was also
regretted by Bob Purba of FWI

[here are some consultants working for the DG of Forest Production Development, Mol-, under state
budget. in order to designate production forest area prepared for new investment in || provinces (North
Sumatra. Riau, Bengkulu, Jambi. West Kalimantan, East Kalimantan, Central Kalimantan, NAT
Gorontalo, North Sulawesi, South East Sulawesi, NTB, and Maluku). Interview with Agus Sarsito,
Director of Forest Production Utilization Plan, MoF on August 6. 2007

Interview with Ms Listva. Director of Natural Forest Development. MoF. on August2, 2007

'he meeting was held in the event of SC presentation on Legality Standard with the Minister of Forestry

on July 31,

2007, In this event, the representative of the Association of the Indonesian Forest
Concession Holders (APHI) argued on the objection to employ the legality standard tor the reasons ol

the readiness of their members which 50% considered would not be ready
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appreciates more various initiatives of donor institutions when those initiatives are
ticd (o rule and regulation instruments that arc already available ™. Elaboration of PP
6/2007 in the forms of forest management unit. HTR (People-based Forest
Plantation), Community Forest. Customary Forest. and Village Forest is expected lo
be a bridge [or overcoming conflict in forest resource utilization. In this regard.
Director General of Forest Production Development Mol has initintiy ¢ 1o evaluate
all rules and regulations so that besides in line with new scheme of foresi
management nationalfy. also can lessen the transaction cost in their execution. For
that reason. National Forestry Council (1DKN) Iras established collaboration with
TNC, FLEGT. WWE. APHL (Association of Indonesian Forest Business) and the WB
to conduct evaluation ol the rules and regulations and their renewal process. n
September 2007 this program s expected to run. In relation to implementing policy
related to a climate change. in general Mol is not yet ready ", Henee. it is expected
that role ot the WB and other donor institutions is able to provide technical studies
needed. to tacilitate international negotiation. and together to design pilot project that

has high probability of success ™

Conclusions

JFrom brief evaluation above. it can be indicated that the fundamental problem of
Indonesia’s forestry is problem of forestry governance. 3 hercfore. programs from
outside government — tncluding those by the WB have 10 be oriented to the long-
term. because short-term orientation with partial character proy en. though it works.
cannot reach final objective desired. Long term orientation means that it needs to
recognize on going fundamental problem  through circumstantial studies.
consultation ete, emploving experts who do understand real situation in the ficld and
problem ol burcaucracy . formulating and bemng able to implement transaction strategy
with pro reformation civil servants in the gcovernment bods, That means., in order for
tic WB™s programs Lo work effectively. besides they must be able to specify the
(undamental problem and alsg the relevant tapes ol activities to he damne, they need 10
perform actor analysis. to analy ze relationship among actors. power. and resources
which are available outside the WB to be mobilized.

6.2.Anti corruption climate continues to work. more transparent decision making

processes in governance. existence of (political) commitment in high rank
government officials. and also better awareness of importance of cooperation with
various parties did not mean that the logical recommendations from cutside to
improve forestry policy can be directly adopted by policy maker. Impediment often
resides in the rules and regulations which is not supportive, in the way of viewing
problems or "simply™ is caused by misunderstanding due to outside party attitude as

Interview with Ms Listya, Director of Natural Forest Des clopment, MoF, on August?, 2007 This view
1s in Time with tlic view of'[ladi 8 Pasaribu a Director General of Forest Production I ¢lopment, Mol
[his condition was admitted by by Yuyu Rahayu, Head of International CooperationcBureau. Mok, and
Wandojo Siswanto Head of Planning Bureau. MoF through separate interview on August ??. 2007
Interst sith Rizahdi Boer, o lecturer wi 1P August 25, 2007, being collaborated sith vaniouns
government agencies. including Mol _ and NGO for preparation of Indonesia for upcoming ¢ QP 13 in
Bali: interview also with Wandojo Siswanto. Head of Planning Bureau, Mol on August 22, 1007,

3




mentioned earlier. For the Indoncesia case. these trivial things. including that of person
to person refation. likely cannot be disregarded.
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