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1 IntroductIOn
One ofthe fundamental constramts to sustamable forest management (SFM) In many parts

of the world IS a development polIcy regime WhICh encourages deforestatIon In IndonesIa, thIS
problem can be dl\·,ded Into three mterrelated elements, forest resources undervalued by market
restnctIOns and underestImatIOn of ecologIcal values, uncertamty of tenure wluch dIscourages
the long range VIew of forest management necessary to achIeve sustamabllrty and a lugh-cost,
overly-prescnptive and bureaucratIc system of forest regulatIOn (Bennett 1996) Tlus paper
analyses these three constramts as they apply to IndoneSIa's most Important non-umber forest
product, rattan, found m all the major non-plantatIOn forested areas (see Table 1) It further
suggests what lessons may be learned from thIS analySIS regardmg the forestry polIcy enVIronment
as a whole

Few IndoneSIan commodITIes have aroused as much controversy over export polIcy as
rattan By a number ofmeasures rattan export polICIes notably export bans m the mld-l 980s on
all except fimshed rattan products, appear to have achIeved theIr avowed alms ofraIsmg export
revenue and mcreasmg manufactunng capaCIty Rattan export value amounted to US$335 6
mIllIon m 1996, averagmg US$336 7 over the five-year penod to 1996 Exports conSisted
pnmanly of manufactured (fimshed) products, mostly as furmture Over the last ten years the
value, volume and umt value of rattan exports have mcreased whIle exports of raw and semI
fimshed exports have been phased out through export bans (replaced With prolubItIve export taxes
m 1992) FIgures 1 and 2 Illustrate thIS trend m terms ofnommal volume and value, respecTIvely
IndoneSia's rattan mdustry IS one ofthe country's top 15 non-oIl and gas export products Dunng
the early-mId 1980s penod, before the export ban, exports were m the range of US$75-100
mIllIon (US$ll0-120 mIlhon m 1990 dollars) but by 1993 had more than doubled In real terms
to US$300 rntlhon (1990$)

From the rattan export bans and mvestment restrICTIons ofthe mId-1980's to the reported
supply problems of the mid-1990's, opmIOns have dIffered WIdely about the best approach for
raIsmg the value of rattan exports m a way whIch encourages mdustnal efficIency, proVIdes
appropnate benefits to small-scale producers and ensures sound ecosystemmanagement for rattan
habItats PenodIcallv teams from the MIIDstnes Trade and Industry, ofFmance and ofForestry
as well as representatIves from then Nanonal and RegIOnal Assembltes have ViSIted producmg
and processmg areas to reVlewthe Impact ofrattan development polICIes not only on mdustry but
also on small-scale producers

Whtle mtense debate at the natlonallevel preceded the enforcement ofexport bans on raw
and senu-fimshed rattan m the mId-1980's, the post-ban era has had more ofa regIonal dImenstOn
The sharp fall m pnces for small-scale rattan planters and gatherers, whIch was caused by the

2 Contnbutton to a Workshop ofthe Natural Resources Management (NRM-ll) PrOject (Department of
Forestry -- Bappenas - USAID) on Deregulation ofDevelopment Pohcies for Rattan UtilisatIon (Deregu/asz
Kebyakan Pemanfaatan Rotan), 20 November 1997



export bans (Safran & Godoy 1993), persuaded the four Governors of KalImantan m 1991 to
make an uncharactenstically publIc case for relaXIng export controls (Angkatan BersenJata
1992a) ) but to no avaIl

More recently, rattan manufacturers m Easy Java have complamed about the restncted
shIppmg of raw rattan from Central SulawesI (BIsms IndonesIa 1995c) The mdustry has also
complamed of the burden of transport lIcences and leVIes (BISruS IndonesIa 1995b,e) Startmg
m the early 1990s, some rattan processors began to report slgruficant dIfficultIes ill obtammg raw
materials (BISruS IndoneSIa 1995a) Domestic pnces of large-dIameter canes delIvered to the
rattan mdustry m Java rose sharply m 1995

Other problems seem to be besettmg the sub-sector The furnIture mdustry may be
contractmg and growth m exports ofrattan furnIture have slowed down (FIgures 1and 2) Actual
exports are shOWing SIgnS of fallmg below Repehta VI targets (Table 2) Meanwhile,
mternatIOnal competitIOn IS said to be growmg from competmg producers such as Chma,
mcludmg those countnes that have mcreased theIr plantmg actIvIties m response to the hIgher
world pnces caused by the IndoneSian export bans Mogea (1995) has noted plans for SIgnIficant
plantation development of rattan m Thadand and MalaYSIa IS known to have establIshed large
rattan plantatIons Rattan substitutes such as bamboo mats from and synthetic look-ahke canes
have been noted

The rattan pohcy regtme, like that for wood-based products, has m general been one of
progressIve regulatIOn dunng a correspondmg era of deregulatIon for other Important export
commodItIes Startmg With the landmark deregulatory reform of mter-Island trade (INPRES
No 5 1984), export tanffs and mvestment bamers were gradually reduced (NRMP 1994),
mandatory domestIC marketmg boards and leVIes for copra as well as for exports of nutmeg,
caSSIavera, and coffee were abolIshed

Meanwhl1e, to encourage the productIOn ofhIgher value-added local rattan products, raw
and semI-fimshed rattan exports were banned foreIgn mvestment m the rattan processmg was
restncted and, regtonally, Central and South East SulawesI Imposed restrIctIOns on the shIppmg
ofrattan products and a mandatory marketmg board for mattmg exports was establIshed m South
Kalimantan These regulatory counter-currents set WIthm a government-proclaImed era of
deregulatIOn have m the past raIsed quesTIons by economIC observers and potential mvestors
about how commItted IndoneSIa IS to a more competItIve and effiCIent economy

Currently there a SIgns of two opposmg rattan polIcy trends -- deregulatIOn on the one
hand and calls for mcreased government mterventIOn on the other Some pohcy deCISIOns have
demonstrated a sluft towards deregulation As of 1995 there are no more mvestment restnctlOns
on rattan processmg In December 1996, after dIalogue between polIcy analysts and other
representatIves of the Mmlstry of Forestry MImstrv of trade and Industry MIrustry of Fmance
and the IndoneSIan ASSOCIatIOn of Furmture Manufacturers, Asmmdo, the effectIve export ban
on webbmg was llfted by the removal of ItS prolubitIve export tax3 But some In the rattan
furniture mdustry are callmg for greater export regulatIon through quality control and a system
ofhcenced exporters as well as domestIC supply management Furthermore there are mdIcatlons
of greater rattan trade control at the reglOnal level where the lessons of deregulatlOn and
debureaucratIsatlOn are less sympathetIcally receIved

To attempt to answer some ofthe polley issues mentlOned above, the present study

3 Webbmg was not lIsted m Decree No 666, 1996. about commodities subject to export taxes Raw and
senu-firnshed rattan remwn listed and therefore subject to (prolnbltlVe) export taxes

/
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was guIded by three major obJectlVes4

(1) To determme the economiC, socwl and ecosyr;tem management
Impacts ofrattan trade regulatwn.

(2) To suggest optwnsfor polrcy reform, mcorporatlng estlmater; ofoutcomes
assoczated with pursuing eXIMmg and modified or new pohcles

(3) To Identify potentzal lessom from the rattan pohcy experzence
applicable to the forestry sector

4 For a more m-depth account ofthe rattan pohcy study conducted by the Natural Resources Management
ProJect, see NRMP Report No 78, Volumes 1, II and ill



Table 1 Rattan-bearmg Forests m indonesIa

Total Area Rattan Growmg System
Area WIth (WIld and CultIvated)

Forest 1997
Cover

1994 1994
Forest (m ha) (mha)
FunctIOn (1) (2) (3)

ConservatIOn 188 158 Wdd Rattan
(NatIonal Parks,
Reserves)

ProtectIOn 307 249 Predommantly Wdd Rattan
(Watershed
ProtecTIon)

LImIted 31 3 253 Pedormna..'1t1y \VIld Rattan
ProductIOn
(& conservanon)

ProductIOn 330 264 Wild Rattan
CultIvated Rattan

ConversIOn 266 200 WIld Rattan
Forest Cultivated Rattan
(To non-torest
status)

Non-Forest 526 66

Tma1s 1930 1190

Source (l) (2) NatIonal Forest InventOlY ProJect, 1994 CIt MoFr, draft IFAP (19%),
(3) Study estImate

1



Table 2 AchIevement of Repehta VI Targets for Rattan Export Revenue,
1994/5 to 1998/99, US$ mdhons

Repehta VI Targets and 94/95 95/96 96/97 97/98 98/99
Actual Exports

Total Target 400 450 500 600 750

Finished Rattan lOO 120 150 200 250
(Nl1t mel Fwruture)

Furruture 300 330 350 400 500

Actual Total Exports

(% oj larget)

3482

13%

3682

18%

3356

33%

Flfilshed Rattan 524 645 538
(Not mel Fwruture)

(% of Target) 52% 5-1% 36%

Actual Funuture 2958 3025 281 8
Exports

(% afTarget) 99% 92% 81%

Note
Ia! Source Dol (l995b)
fbi Actual export figures are for calendar year



FIgure 1 Volume of Rattan Exports, 1970-1996



FIgure 2 Nommal Value of Rattan Exports, 1970-1996



2. EconomIc and Social Importance

2.1 Growth In Exports
Pohcy-makers' attentIOn was mcreasmgly drawn towards rattan folloWIng Its rapId

export growth In the 1970's (FIgures 1 and 2) Smce then the rattan trade has been vIewed largely
as a mechamsm forgeneratmg export revenue and supportmg development ofvalue-added mdustrIes
Rattan and rattan products are IndoneSIa's most Important Don-tImber forest product, accountmg for
91% of export value In 1994 Although representmg only a small share of non-ml/gas earnIngs, It
IS among the top 15 Items In that category

From 1971 to 1986 the volume of rattan exports grew at a compound annual rate of 26
percent III real value termsS Then, for the seven years followmg the nnposItIOD ofthe export ban on
raw rattan and the inItIal export tax on c:;eml-proce<;c:;ed rattan (1986 to 1993) total real rattan export
value grew more slowly than before but stIll more than doubled over the penod What IS concealed
In these figures IS the change In composItIOn ofexports The vast rna]onty ofthe early exports were
In the form of raw and semI-processed rattan (100% of value m 1971, 82% m 1986) But WIth the
subsequent export bans (later replaced by prolubIllve export taxes) on these forms of rattan, theIr
share of total export value fell to Virtually zero by 1991 (see Figures 1 & 2)

2 2 Dommant Role In World Market
IndoneSIa accounts for a very large proportIOn of the world's raw rattan productIon,

and a dommant share ofrattan exports6 WhIle exact numbers are unavaIlable because pubhshed data
c:;ourcec:; rarely reveal the rattan content of furmture and other fim<;hed product<; It wa<; claImed by
knowledgeable trade observers that IndoneSIa's share III 1987 of the world market for rattan raw
matenal was 70-90 percent

IndonesIa's market share has almost certamly fallen With the search for alternatIve sources
of raw matenal supply, mduced by the export bans and With the reduced supply of Its own rattan on
the world market Nevertheless, It IS clear that IndoneSIa remams the largest raw rattan source and
rattan exporter (now exported pnmanly m the fonn offimshed products) and that Its share of raw
rattan m world trade IS plaUSIbly In the range of 50-75 percent A longstandmg rattan furnIture
producer puts IndoneSIa's current share In the upper part of thIS range, 65-70 percent IndoneSIa's
actIOns therefore, stlll have a large Impact on the world rattan market

In 1967, rattan accounted for 20 69010 offorest-based exports! falling to 1 08% m 1970 after forest tunber
conceSSlon system was estabhshed In 1984, rattan's share had nsen to 89% (Prahasto & Irawanttl993)

6 Unttl World War n before large-scale harvestmg ofpnmary forest. rattan was the most lDlportant forest
product m many South East Aslan countnes (Godoy & Feaw 1989)



2 3 Stakeholders In Rattan Production and Trade
Rattan productIOn and processmg has Involved a WIde range ofrural and urban groups

for over one hundred years from planters to furnIture makers7 Rattan productIon and trade has
played an Important employment and revenue role, pamcularly m Sumatra, Kahmantan and
SulawesI Small~ and medmm-scale rattan processors are labour mtensIve

Pnmary stakeholders m rattan resource management range from small-scale producers who
eIther gather WIld rattan from pnmary and secondary forest or cultIvate small-dIameter rattan as well
clS the cottage Industry ofmat-weavers In the outer Islands, to export-based rattan furnIture factones
on Java An example of the dIstnbutIOn ofrattan smallholdmgs IS given m Table 3 For some small~

scale players In the rattan economy, rattan can represent the smgle most Important source ofmcome
Godoy & Feaw found that m the area ofDadahup, Central KalImantan 95% ofhousehold Income was
from rattan for full-time farmers (483 out of 480 households), 75% for farmer merchants, 80% for
farmer/transport operators (Godoy & Feaw 1991) Landless labourers have had a major stake In

employment by small-scale producers, traders and processors
Data on the numbers of dIfferent kInds of stakeholders do not always compare well across

sources Tambunan (1995) estImated that close to 70,000 were employed In rattan processmg In
1993 Others claIm double that figure Assummg about 25 000 hectares of rattan cultIvated by
smallholders (see AppendlX 5), theIr numbers WIll exceed 5,000 but, given the hkehhood that large
areas are mIssed by those who gather StatIstICS, the number IS probably much larger EstImates ofthe
numbers ofpeople who gather WIld rattan from the forest are partIcularly problematIc In 1983, there
was saId to be around 100,000 people mvolved m the rattan Industry, some 17,000 of whom were In
the handIcraft mdustry (SIhtonga et at 1993) In later years, the WIder rattan producnon and trade
commumty WIth Its support sefVlces expanded The Governor of Kahmantan m 1992 spoke of
700,000, half the provmce's populatIOn, havmg some economIC stake m rattan (Kompas 1992b)

7 EVldence ofIts role In cultural development IS smd to be the proverb wlnch exhorts resourcefulness m the
absence of a baSIC item hke rattan, "Tak ada rotan okar pun bergund' (Angkatan BersenJata 1992a)



fable 3 DlStnbutIOn of Rattan Land In Taratang
Vdlag~Kotawarmgm Tlmur,
KalImantan Tengah, 1994

Rattan Area
(Ra)

100 - 200

JO - 100

10 - 50

5 - 10

<5

Households

2

8

40

250

200

%

<1

2

8

50

40

Note"
fal NRMP Survey
fbf VIllage of 500 Households, each WIth rattan

3 PolIcy Development for Rattan UtIlIsatIOn
UntIl the late 19705, the rattan mdustry had developed m a largely unregulated envIronment

The goals of the subsequent senes of trade regulatIons were to Increase domestIC value-added,
Incrcase forcIgn cAchangc carmngs and employmcnt, and a deSIre to CAplOlt thc countly'S pcrccIvcd
market power In rattan The Improvement offarm or harvester-level pnces was effectIvely treated
as a secondary goal

In short, the objectIves ofrattan development pobcy have been to
(I) Razse the Value ofRattan Exports by Dlvertmg Exports of

Predominantly Raw and Semi-FInIshed Rattan to FInished
Products Only

(2) Contrzbute to Value-Added by Increasmg the Qualztv of
Rattan Exports I

(3) RaIse Export Prices for Rattan Products by capltalzsmg on
IndoneSia's Market Power



(4) Development ofthe Finished Rattan Indw.try, especzally the
Furmture and Mattmg Industry off-Java (Outer Islands)

(5) Generate Employment through Development of FZnIshed
Product Manufacturmg

(6) Facilltate Sustamablilty ofthe Rattan Resource
a Prevent over harvestmg
b Eventually assure hIgherprzcesfor prmwryproducers
c Encourage rattan cultzvatzon

There have been both natIonWlde and regIonal poltcles to promote rattan productIOn and
trade, mdustry, namely,

NATIONWIDE POLICY INSTRU11ENTS (1979 - 1992)
• EffectIve Export Ban (Prohzbztzve Export Tax) ofltRaw" and Seml-Fmlshed

Rattan
• Exports of Rattan Webbmg Moved fram the FZnlshed to Seml-Fmlshed

Category, therefore Effectzvely Banned (Deregulated m J996)
• RestrIctlOm on DomestIc and Forezgn Investment zn Rattan Procesr;zng and

Manufacturmg Industry (AbolIshed 1995)
• SubSIdies for DomestIc Furmture Producers
• EstablIshment ofDomestIc Buszness Licenses

• Harve<;tmg (HPHH Rotan)
• Plantmg (HPH Tanam Rotan)
• Transport (SAK-B and SAK-O)

• EMabflshment ofRoyalties (IHH)

PROVINCE-LEVEL POLICY INSTRUMENTS 1988- 1995
• Government-ApprovedExporters andMarketmg Board, Kallmantan Selatan

• Restrzcted Entry mto the Rattan Lamplt Export Industry
• Re~trlcted Volume ofRattan Lampl! Exports
• Low Grades ofRattan Lampzt Mattmg Excludedfrom Export

• RestrictIOns on Inter-Island Shlppmg of Rattan, SulaweSI Tengah and
SulaweSI Selatan
• Controlled Inter-Island Shlpment~ ofRaw (Asalan) Rattan

4 Rattan Export and Investment Bans

4 1 RatIOnale for the Export Bans
One of the ovemdmg arguments for rattan trade pohcles was the perceIved unfair

gainS enjoyed by foreIgn processors of raw and semi-firushed rattan exported from indoneSIa A
1981 survey by the Department of Agnculture concluded that "the value of rattan re-exported by
Hong Kong [was] seventeen tImes lugher than the pnce ofrattan exported from indoneSia" (Busmess
News 198] CIt Safran & Godoy 1993) The Mlmster ofForestry SaId that "IndoneSIa's exports of



rattan were worth $90 mIllIon last year If thIS commodIty IS exported In the fonn of ready-made
goods the export value can be Increased to around $300-$400 mIllion" (BusIness News 1986b CIt

Safran & Godoy 1993) SImIlarly, there were vaned estImates ofthe employment effects ofthe new
polIcIes With the claIms of Increases m employment rangIng from 75,000 to 160,000 new Jobs
(BusIness News 1986a CIt Safran & Godoy 1993) One mfluentIaI bUSInessman mamtamed that the
polIcIes would create one million newJobs

In 1979, the export ofunwashed, unsulphured rattan was banned, and other raw canes were
subject to a 20 percent export tax (Decree 492, 1979) In 1984, the DoT recommended a stepWise
senes ofexport restrIctIOns that would culmmate m exportban forraw rattan (DoT 1984) There was
a lull In polIcy actIon unt111986 when a flurry ofpohcy changes ensued In October 1986, the export
of all raw canes was banned, and semI-processed canes were subject to a 30 percent export tax
(Decree No 274 1986) At that tIme It was announced In advance that semI-processed cane exports
were to be banned as ofJanuary 1, 1989 TIus ban was later moved forward to 01 July 1988 (Decree
No 275, 1988) In addItIon, rattan webbmg, an Important commodIty made pnmanlyfrom cultIvated
rattan was reclassIfied from beIng a fimshed product to bemg semI-fimshed one (Decree No 190,
1988) and was therefore also subject to the export ban -The fonnal ratIOnale for thIs polley actIOn
was not clear WebbIng, albeIt a furruture component, unlIke typIcal semI-fimshed products lIke peel
and core reqUired no further processIng to be Incorporated In furrnture8 (see below)

The export ban on raw matenals was abolIshed (Decree No 179, 1992) and ImmedIately
replaced by a pnce-based restrIctIon In 1992 (Decree No 534 1992), namely an export tax set at a
prohIbItIve level ThIS put export polIcy In lme WIth the GATT's Uruguay Round restrIctIOns on trade
pohcy, and allows modIficatIOns to the DOlley through changes m the export tax rate

PreventIOn of exports IS the major polIcy Instrument m place whether through a ban on the
export ofraw and semI-processed rattan or Its successor and largely eqUlvalent polIcy, a prolubItIve
export tax (1 e, a tax rate so hIgh that exports would not occur because they would be made
prohIbltIveIy expensIve) The purpose ofthe current export tax / effectIve ban IS to create a wedge
or dIfference between the local and foreIgn pnces of raw and semI-processed rattan of the same
qualIty makmg local pnces cheaper by the amount of the export tax When the tax IS hIgh enough
that no exports occur, the export tax IS eqUlvalent to a ban It IS not known beforehand exactly how
much lower domestIC pnces Will be compared to the foreIgn pnce

Lower raw matenal costs were mtended to gIve enough ofa cost advantage to the IndoneSIan
rattan furnIture mdustrythat It could expand productIOn and exports SmceIndoneSIasupplIed at least
70 percent of world rattan exports, the ban would create enough of a shortage and Increase raw
matenal costs to foreIgn buyers ofrattan enough to dnve resource-dependent foreIgn rattan furnIture
producers out ofbusmess The resultIng gap In the world market could then be fiIIed at least In part
by newly establIshed and expanded IndoneSIan factones The model for thIS strategy was the log
export ban, wlnch gave such an advantage to Indoneslan plywood manufacturers

Ifproperly enforced, an export ban wI1llowerraw matenal pnces domestIcally For example,
If raw rattan matenals account for 1/3 share oftota! costs, and Ifthe pnce to foreIgners IS Increased
by 50 percent relatIve to IndoneSIa's domestIC pnce the cost advantage enJoved by IndoneSIan
producers IS (a sIgruficant) 17 percent of total costs If, however, thIS advantage IS partIally or
completely offset by other costs whIch are hIgher to IndoneSIan firms, such as transportatIon or
productIon mefficlencles, IndoneSIa WIn not be able to fill all markets left unfilled by the departure

Known mEurope smce the nmeteenth century, ill many ways It was a hallmark ofIndonesIan rattan



of foreIgn manufacturers

42 RatIOnale for RestnctIons on Investment lD Rattan Processmg
Concerned that the mflux of new rattan-processmg busmesses would result In

perceIved "unhealthy" competI1Jo~ the government restncted entry Into the sector In 19899 It was
argued that power(uJ foreIgn huyerc; play one Tndonec;lan exporter offagam<;t other fellow exporterc:;,
dnvmg the pnce as low as possIble and that thIS IS exacerbated by over-capacIty mthe mdustry TIns
argument IS weakened, however) by the presence ofmany buyers of rattan goods and therefore many
opportumbes to accept or reject buymg offers Modern commurucatIOns also allow sellers, even
small compames, to obtam tImely mformatIOn about world pnce trends

Rattan processmg was mcluded mthe BKPM's "negative list" (DaftarNegatlfInvestasl,DN1),
and thIS status was renewed In 1991, 1992, and 1993 (see Appendix 1) WhIle under the restrlctlons
of the negatIve hst raw rattan processmg was reserved for small-scale mdustry and small
entrepreneurs, whIle semI-fimshed product processmg and firushed product manufactunng remaIned
open for foreIgn and domestIC Investment but only outside Java The most Important restnctIOn was
that the productIOn offimshed rattan - the growth Industry among the dIfferent categones -- would
be closed to new Investment on Java

The Investment restnctlOn on seml-processmg was probably not very restnctlVe because most
semi-processmg aCtIVlty already occurred near the source of the raw canes, 1 e , off Java The ban
on new furnIture Investment, however, had the effect ofreducmg the competItiveness offurmture
finns on Java The polley proVided an element ofprotectIon to eXlst1ng furnIture makers by reducmg
potential competltIon for raw matenals and export markets It exerted downward pressure on the
pnce of raw rattan compared Both the rattan sector as a whole and the IndoneSian economy would
have been better off Wlthout thts restnctIOn Indeed, gIven the encouragement offered to furnIture
firms to enter thIS sector In the early years of the ban, and the consequent flood of new finns, it is
iroruc that thiS was followed up With a ban on new entrants In 1995, rattan processmg was removed
from the negatIve Investment lIst as part of IndonesIa' 5 deregulatIOn programme

4 3 Outcomes of the Export Bans and Investment RestrIctIOns

A. Export Growth
Two features stand out mthe behavIOur offimshed rattan exports overthe past

two decades FIrst, In general exports have been grOWIng rapidly over the penod Lookmg at real
export value m thIS category from 1975 to 1996 exports Increased In all but two years In addItIOn
to thIS strong underlymg trend, there IS clear eVIdence of the changes In rattan trade polICies One
of the objectIves ofthe 1986 raw export ban was to snmulate the productIOn ofhIgher valued rattan
exports, particularly fimshed products, and thiS qUite clearly has happened Although there was a
tnplmg of real export value m fimshed rattan In 1979-80 m apparent antIClpanon of a threatened
export ban on the raw product, the mcreased quantities and values ofthiS earlIer penod were dwarfed
bv the later response to the actual ban Real values Increased ten-fold from 1985 to 1988, and grew
In excess of50% per year from 1986 to 1988 By 1990, the boom was over, SInce then real fimshed
exports have contmued to grow but at more nonnal levels The questIon of whether the downturn

Alleged "unhealthy" competlt1on were used In the 1980s (untll deregulatIon) to lumt entry IntO the coffee,
nutmeg, cmnamon, and pepper export mdustnes



In 1996 IS IndIcatIve of a trend or nonnal vanatIOn WIthm a matunng mdustry cannot yet be
answered

Table 5 compares four penods, each of four years duratIOn, whIch Illustrate dIstInct phases
ofrattan export development, namely, stable growth precedmg the ban from 1982 to 1985 the boom
rnduced by the raw rattan ban boom from 1986 to 1989, the return to relatIve stabIlIty from 1990-93,
and three years mtothe current four-year penod (1994-1997) where growth may cease Ifnot dechne

The Furmture Boom The most publIcIzed component offimshed rattan exports IS furnIture
(the others bemg mattmg and lamplt, basketry and handIcrafts) and it has been the dnvmg force
behmd the growth descnbed above In fact, the growth OfthIS sub-category has been more dramatIc
than even that of the aggregate "fimshed" rattan From the first year for whIch furnIture exports IS
avaIlable (1981), real exports grew at a compound annual rate of 73 percent Dunng the boomIng
four years from 1985 to 1989, real export values more than doubled each year ThIS growth has
stabIlized m the last few years but the end result has been that furmture by 1995 accounted for over
90 percent of the fimshed rattan category compared to only 9 percent In 1985 SummanzIng from
Table 5, real fUrnIture exports grew III the earlIer penod (-1-982-1985) at an annual rate of73 percent,
dunng the 1986-1989 penod at 183 percent per year, and dunng 1990-1993 at 15 percent per year
The (Incomplete) present four-year phase, however, IndIcates that the era of rapId growth forrattan
furniture exports IS over

Furmture makers (VIrtually all ofwhich are In Java) clearly have profited from the export ban
polley, but theIr gaIns have been In part at the expense ofraw matenal producers and semI-processors
(mostly off-Java) Nowhere IS thIs more strikIng than In KalImantan, such as KalImantan Tengah,
where raw rattan pnce declmes have apparently been as dramatIc as 50 percent compared to pre-ban
pnces

Steady Growth In Overall Rattan Export Value
Aggregatmg raw, semI-fimshed and fimshed rattan Illustrates less erratIc fluctuatIOn In real

value of exports than for the underlyIng components and less predictabIltty ex ante In general,
exports have nsen mreal terms except durIng two penods FIrst, after the boom years of 1979-1980
In antICIpation ofa broader ban than was actually applIed, exports fell for three years as can be seen
In the raw exports column (The mfluence of raw exports In the total IS diminIshmg through thiS
penod but even In 1982 ItS share was stIlI 53 percent) The second penod occurred under SImIlar
CIrcumstances, dunng 1988-89 ImmedIately follOWIng the ban on semI-fimshed exports and the rush
In 1986-87-88 to export as much semi-fimshed rattan as poSSIble In advance ofthe 1986-announced
ban on tlus category A second feature oftotal exports IS that they grew at 16 6% per year from 1977
to 1985 before the full ban on raw exports, and 11 4% SInce 1986

B Rattan-ProcesslOg FIrms - Entry, ExpanSIOn and Employment
Ifthe aggregate data are correct, an Increase In the number offinns producmg

fimshed products, and an Increase In both employment and Investment In this sector, should both be
observed Only lImIted local data for bnef penods were aVallable to shed some lIght on these
questIOns On the number of finns, Asmmdo 1o noted from Department of Industry (Dol) data an

10 The AssoClatton of indoneSian Furmture Manufacturers and Handtcraft Industry, Asmmdo, was fonned In

1988 (Asrmndo 1992)

\~



Increase In firms from 95 m 1988 to 476 In 1990 Provmcial Dol data for SulawesI Tengah Wlth a
longer tIme senes are avaIlable, and the data appear more vanable Small rattan firms m semI
fimshmg m SulaweSI Tengah apparently Increased from 70 to 200 between 1985 and 1989, and stay
roughly constant through 1991 Slmllar data for firms producmg fimshed rattan show firms
mcreasmg by 15 percent from 1985 to 1987, by 36 percent m 1988, and Wlth small further Increases
through 1991

A sample of 33 rattan furnIture firms m 1992 were mtervlewed by World Bank consultants
(Berry and Levy 1992) Wlth one-thud of the firms m Surubaya and the rest m Jakarta Of these, 7
entered m the 1970s, 6 entered m the 1980-86 penod, and more than half entered dunng 1988 or
1989 Only 1 entered after 1989 probably reflectIng the ImpoSItIOn of the negatIve list restrIctIOn
on new mvestments

Followmg thIS growth and the mtroductlOn ofnega1:lve lIst restnctlOns the number offinns
seemed to stabIlIze But m the last couple of years there have been a grOWing nwnber ofreports of
firms m dIfficulty and leavmg the mdustry Field work mdIcated that WIth stable product pnces and
nsmg IndoneSian costs, a number of firms are closmg and the mdustry IS now consohdatmg

Tambunan (1995) has demonstrated the rapId rise In the number of rattan processmg
mdustnes from 1988 to 1991, growmg more steadIly to 1993 (Table 7) Over the same penod,
however, processmg mdustries have declIned m numbers partIcularly mKalimantan and SulaweSi
Table 9 shows the declIne m the semJ-fimshed processmg mdustry m Central KalImantan One of
the Iromes here IS that as the export bans and mvestment restrIctIons favoured IndoneSIan rattan
manufacturers at the expense offoreIgn producers, so too dId they favour lava-based processors over
those In the outer Islands In other words, these polICIes favoured IndoneSIa, the country Wlth the
largest source of rattan m the world, but not the regIOns of IndonesIa where most of that rattan IS
found (see Table 10)

Aggregate levels of employment (from the same DoT data as above) grew by 18
percent m 1989 over 1988, and a further 5percent growth m 1990 The total mcrease memployment
over the two years IS reported as 36,000 persons One observa1:lon IS that the mcreases mrattan-based
employment are much lower than the Increase m exports IfthlS IS accurate, expansIOn ofthe rattan
finIshmg Industry apparently occurs WIth less labour use than was prevIously the case

When one exammes regtOnal data, one finds for Central SulaweSI a boom mthe number of
finns, Investment, and employment In 1987 followed by slow and steady growth SInce then Most
speCifically, there IS no clear eVIdence ofany post-1986 or 1987 declme In employment, the number
offirms, or mvestment In the Kabupaten ofKota Wanngm TImur, Central Kahmantan, however,
the boom was over by 1987 and smce 1989 there has been an actual declme m the number of firms
and employment In the rattan processIng mdustry (see Table 9) Accordmg to Tambunan (1995)
employment m rattan processmg grew from 150,510 In 1988 to 189,164 m 1991 but fell three-fold
by 1993 (Table 8) The declme was greatest In the outer Islands

Data on the growth In processmg IndustrIes and employment IS not always conSIstent It does,
nonetheless, seem to support the generally-held contentIon that by 1996 rattan mdustry was
expenencmg at least a "shakedown" after the boom years when the export bans Investment
restrIctIOns and subSidIes (Tambunan 1995) encouraged exceSSIve Investment In processmg, above
all furruture-makmg In any rapIdly expandmg mdustry there Will come a tune when mcreasmg
competItIOn oblIges the least effiCient to leave the Industry Wbat IS less clear IS whether more than
thIS IS happemng Is there a general mdustry malaise? Some manufacturers claIm to be competItIve
and m good economIC health, others warn of an unpendmg wave of bankruptcIes (Hallam 1994,



BISruS IndonesIa 1994c, 1995a, 1995e), ascnbmg theIr dIfficultIes to "unhealthy" competItlOn and
raw matenal supply constramts



Table 4 Real Values of IndonesIan Rattan Exports, 1977-93 (1990 US$)

Year Raw FInished Furniture Total Total Value Total
Rattan Product Value Value (Nommal Volume
VaJile Value U~$ (OOUs of

nullJons) tons)
(6)

(1) (2) (3) (4) (5) (7)

1977 24 165 2708 0 28401 17 106 75089

1978 38253 3363 0 44038 28610 69963

1979 96259 952° 0 111 880 78°54 103 921

1980 91 55 9849 0 107194 82807 80849

1981 58756 5098 0297 86524 72 923 68074

1982 46865 8300 0234 84815 72 911 76749

1983 49272 9519 1052 99448 86601 82476

1984 49804 9777 1696 106239 94736 91398

1985 7J 205 12981 1202 111 116 98 580 80886

1986 31 567 23219 5065 142798 123025 108856

1987 0635 67642 J685 23954 2J 1 737 143427

1988 0 142648 61043 223715 205659 85223

1989 0477 162298 1J4 558 164083 158 381 47519

1990 1 179 222014 ]83 86] 225056 225056 76699

1991 o118 277 270 224731 277 725 275281 87362

1992 0103 293235 238356 293355 295705 88412

1993 0031 331 179 280882 331248 335571 10251

1994 0016 348527 296081 348543 348 149 104287

1995 001 361 372 296879 361382 368192 ]03672

1996 0001 324808 272 753 324812 335566 86533

Note
fa! Source Biro Pusat Statlstlk, Ekspor - fmpor 1977 - 1996, fbI Columns (2) through (5) are mrea11990 US$



Table 5 Compound Annual Growth Rates ofRattan Exports, 1982-1996
(Percentage annual changes m real US$ (1990 base year)



Table 6 Real and Nommal DOlt Values of
Indonesian Rattan Exports, 1977-93
(1990 US$)

Year Real Umt
Values
(U~$/kg)

Total Volume

( OOOs ot tons)

1977 038 75089

1978 063 69963

1979 108 103921

1980 133 80849

1981 127 68074

1982 III 76749

1983 1 21 82476

198'1 1 16 91398

1985 124 8Q 886

1986 1 31 108856

1987 I 67 143427

1988 263 85223

1989 34S 47519

1990 293 76699

1991 3 18 87362

1992 332 88412

1993 323 10251

1994 334 104287

1995 349 103672

1996 378 86533

Notes laJ Source BIro Pusat Statlstlk (BPS) E!(spor - Impor, 1977 - ]996,
fbi Column (2) IS In real ]990 US$ calculated from Table 4



Table 7 Growth In the Number of Rattan Processmg
Industnes.1988 -1992

RegIOn

Sumatra

Java

KalImantan

SulawesI

Total

1988

39

203

73

66

381

1991

44

281

77

74

476

1993

37

290

39

51

417

% Change
1988 to 1993

- 05

+300

- 46 6

- 227

+ 86

Notes
fa! Source Adapted from Tambunan (1995)

Table 8 Growth In Employment m Rattan Processmg
Industnes, 1988 - 1992

RegIon

Sumatra

Java

Kahmantan

SulaweSI

Total

1988

10,982

104 568

20,47 4

14468

150,5]0

1991

12,871

139939

21042

15312

189 164

1993

4,778

51,999

6,475

4525

67,777

% Cnange
1988 to 1993

- 56 5

- 503

- 68 4

- 687

- 55 0

Notes fal Source Adapted from Tambunan (1995)



Table 9 Semi-FInIshed Rattan Industry m Central
KalImantan, Before 1988 & III 1994

Parameter Pre-Ban (1989)
(1)

Post-Ban
(1994)

(2)

% Change

Number of ActIve 6 2 67
Comparues

Employees 2034 567? 72

Employees per Factory 339 284? 16

CapaCIty (tons/year) 10,046 3926 61

Notes
laJ Source (1) DoT (1992a) and NRMP (1994), (2) NRMP (1994)
fbi ~enu-hrushed ProductIOn ot Cores and Peels

Table 10 Rattan Production and Output of
FJDJshed-Rattan Industnes by
RegIOn, 1992

RegIOn

Java

Sumatra

Kahmantan

SulawesI

Production
Share
(%)

<1

10

21

69

Furrurure
Share
(%)

81

6

5

4

Notes
181 Source Nasendt (1994a, Table 23), Nasench (1995, Table 33)
and Menon (1989a)



Table 11 Domestic Investment
Approvals by BKPM In

Rattan Industry

Year PrOject
Approvals

Number of
Investors

1978 12 2

1979 0 0

1980 11 4

1981 4 3

1982 6 1

1983 30 8

1984 7 2

1985 17 6

1986 16 5

1987 53 17

1988 27 12

1989 1.1 8

1990 3 3

1991 4 2

1992 2

Note
fa! Source BKPM 1994





C PrIce Impacts on Harvesters, Collectors and Farmers

(1) Production and Trade of Small Diameter Canes 10 Central
Kahmantan
Small-dIameter canes make up the major component of rattan trade

throughout KalImantan)) Most of the rattan canes are harvested from rattan agroforests planted
by smallholder farmers, the largest areas bemg m Central KalImantan (see AppendIx 5)
SegaJTaman12 (Calamus caeslus) an Int/Jahab (Calamus trachycoleus) form the major group of
traded rattans, though Pulut Merah and Pulut Punh (Calamus spp) have gamed m Importance m
recent years m East KalImantan Pulut Merah In partIcular IS more favoured by furmture
manufacturers makIng wlncker-style furnIture and becommg mcreasmgly favoured by
smallholder cultIvators because It can be harvested earher than the SegaJInt/Jahab canes In
November 1996, fanngate pnces for one kllogramme ofundned small-d1ameter dry canes In East
KalImantan were, Rp 300 for Sega Rp 1 000 for Pulut Putlh and Rp 1,600 for Pulut Putih

Some canes are shIpped from Kahmantan to Java for further processIng Most are
processed m Kahmantan for the producnon of rattan-webbmg13 core and peel, mats and
basketware The ban on exports of rattan webbIng was a senous blow to the semI-prOCeSSIng
mdustry Although there was demand In Java for Its output of rattan core14 the profitabIhty of
such processmg was reduced because the rattan peel used to make the core could not be made
mto webbmgfor export, only forwebbmg on the much lower-pnced domestic market Demand
for raw rattan fell after the export bans but d1d not recover Pnces remaIned depressed It was
thIS problem that prompted the four Governors' ofKahmantan In 1991 15

The present study focused on rartan productIOn and processmg ofwebbmg, core and peel
In Central KalImantan as well as the sources of supply whIch are smallholdmgs of cultIvated
rattan (see Table 3) From MInIStry ofTrade (MoT) data for mIddle level traders average pnce
movements from 1986 to 1989 for SIX towns mcludIng Sampit were observed In addItIon
Sampit bUyIng pnces from P T SampIt, a major processor m that centre, for the years 1991-1994,
are reVIewed The results are gIven In Table 12 below In thousands of RUpIah per ton. dry
weIght, raw rattan (asalan)

The early penod data reach back only to 1986 when the rush bad Just begun to export as
much semI-processed rattan as pOSSIble before the penod of Its ban was expected to begm (1989)
Nevertheless the data show that 1989 pnces In all but one case are below the level of 1986 and
1989 pnces are generally ~ to 0/3 of pnces at the peak (1987) In Samplt, the data durmg the
1990s show no SIgnIficant pnce changes after 1989 The average pnce over the 1991-1994 penod

11

12

13

14

IS

Of the relatively small number oflarge-diameter canes, Semambu (Calamus SClPlOnum) has become a
favoured substItute for (the decreasmgly avaIlable) Manau because of1t5 SUperfiCIal charaetenstlCS whIch
some manufacturers find supenor to Manau for theJI' natural look (Haury 1996)

Taman may In fact be Calamus roorz BL (see AppendIX 4)

Webbing was the first rattan product to become well-known m Europe It was used In the craftmg of
some ofthe finest wood furniture ofthe mneteenth century and was to be found mmany royal
households ('Fadah 1997)

In KalHuautaJl, webbJJlg IS produced JJ1 COUJWICtJOJl WJth peel and core Dned and sulphured cane IS

purchased from traders It may

The mood ofthe tune about the need to help small-scale rattan harvesters mKalunantan was well
sununansed In the statement, "Jlka nantl keraJl ekspor [rotan asa1an dan setengah]adz] bzsa dzbuka
kembal1, maka ekonoml rakyat cbpedalaman mendapat angm segar' (Kompas 1992a)



IS Rp 71,500/ton, shghtly above the 1989 level More Importantly, the 1990s average pnce]s
roughly 5/6 of the 1986 pnce Fanner-level pnces show the same pattern for the 1986-1989
penod

These pnces do not precIsely match pnces recalled by fanners, traders, and government
offiCIals The match between these sources 1" Improved If one mterprets "before the ban" to be
1986, or 1986 and 1987, but some respondents mamtamed that the companson was With the pre
1986 penod Although the data In Table 12 show 1994 pnces above those m the 1989-1993
penod, It was also commonly reported that 1994 pnces were lower than those 10 the 1990-93
penod The consensus among fanners and traders was that pnces, although faIrly stable In the
19905, are about half the level m the penod precedmg the ban (see Table 13)

Some aggregate data strongly corroborate reports ofdramatIc pnce dechnes follOWing the
export bans and even declmes In companson With the penod before the pnce booms created by
antICIpatIOn of the Impendmg ban of semI-firushed rattan Data gather by the BupatI's office,
however bear out the reports of fanners and small traders that pnces halved after the penod of
the bans, particularly for wet rattan, the fonn ofrattan most commonly sold by pnmary producers
(Table 14) In real tenns the pnce declme would be greater

Rattan farmers and gatherers have expenenced a dechne m theIr nce-purchasmg power
FIgure 420, adapted from the an IllustratIOn ofpnce declme prepared by the Sustamable Forest
Management Project m East KalImantan (MoFr-GTZ), demonstrates the weakened purchasmg
power of Sega rattan m tenns of nce and soap commodItIes AppendIX 6 of the present study
gIves the results of field mtervIews about rattan pnce compansons With basIC commodItIes such
as nce Purchasmg power ill terms of what one kilogramme of rattan could buy fell by over half,
much more by some estImates Respondents noted that the purchasmg power of rattan fell WIth
respect to weekly needs, Mecca pIlgnmage fundmg, sugar as well as nce needs (Table 15)

Rattan cultIvators reported reduced Incomes as well as a reduced role for rattan as an
Income source Table 16 Illustrates thIS trend for the VIllage of Tan]ung Palm In Kotawanngm
Tlmur, Central KalImantan where most VIllage members cultIvated rattan m the mId-1980s In
the early 1980s, rattan plannng expanded In thIS VIllage In 1985 only a relatIvely small area of
rattan was ready for harvest but rattan already accounted for 13% ofhousehold Income In 1987,
at the start of the nce boom penod (just before the 1988 export ban on semi-fimshed rattan) the
rattan share rose to 47%16 Rattan's share ofmcome sources fell as dId household mcomes after
the export han (1989) and would have fallen further ~t1111fnot for the employment opportumtJe<;
offered by a nearby forestry conceSSlOn (meluded In the "Others" category ofTable 16) By 1994,
the area of harvestable was rattan hIgher than It had ever been but rattan accounted for around
2% of household Income

In many dre~ both rdttdn ("UltIvdtor~ dnd MoFr Offil-Idb ~poke ofd ::,luft m mwme-edrnmg
actIVitIes from rattan harvestmg to workIng for Illegal loggIng enterpnses In 1994, rattan
smallholders In Terantang, near Samplt, Central KalImantan, compared daIly returns to theIr
labour of RplO,OOO for rattan and Rp25,000 for Illegal loggIng actIVitIes To be sure, even
Without the export ban's effect on rattan pnces, the nse m demand for Illegal tImber would have
drawn rattan cultIvators towards thIS actIVity but probablY to a lesser degree At the tIme of the
field survey 10 1994, It was estImated by Villagers that In and around Terantang 50% ofthe Illegal
loggers were rattan cultIvators mostly those With the smallest rattan holdmgs Table 17 shows
the shIft m Importance away from rattan towards wood as a source of mcome for fundmg
pIlgnmages to Mecca m a VIllage not far from Samplt TIns proxy for v1l1age wealth also

16 Large numbers ofvillages undoubtedly suffered more econormcally than TanJung Paku where rattan had
played a larger role In the local economy For example, dunng the nud-1980s, many villagers m
Dadahup, Central Kahmantan rehed on rattan for most oftheU" JDcome (Godoy & Feaw ]991)



mdlcates a decl10e 10 the number ofpllgnmages dunng the post-ban era.
In remoter areas, farm gate pnces fell to the pomt where. by 1989, It was no longer

profitable to harvest establIshed rattan plots, e g , m Tanjung Paku vIllage, two days by boat from
the nearest SIgnIficant market for rattan (see Table 18) Interestmgly, Godoy (1991) estImated
that pnces would have to fall by 50% from theIr 1988 levels [pnce boom penod] to make rattan
cultivatIon no longer profitable (Net Present Value, NPV=O) Pnces fell much lower In Tanjung
Paku Tills was probably the case 10 most remote areas

WIth dechmng profitabIlIty and volume of culhvated rattan tradIng channels changed
FIgure 5 21 shows, first, that as the locatIons ofharvestable WIld rattan (rotan alam) receded and
more cultivated, lugher-qualIty rattan (rotan kebun) reached harvestable age fanners (petam)
farmers, by 1987, were concentratIng on theIr kebun (whIch were closer to the VIllage Rattan
traders, travelmg bvnver and byroad., used to VISIt TanjungPaku but from 1989 onwards dunng
the pnce slump, farmers had to take theIr rattan produce themselves to Tumbang ManJul GlVen
the low returns to productIOn many farmers chose to leave rattan for other more rewardIng
Income-generatmg actIVItIes (see Table 16)

AvaIlable productIOn data from the local MoFr office m SampIt covered only 1991-93
and shows that pnces were vanable across these three years but WIthOut trend Port shIpments
are more revealIng For shIpments out ofSampIt, the major rattan port In KalImantan Tengah,
10cludmg exports (pre-1988) and mter-Island domestIC shIpments for the penod 1985-94 (partIal),
total shIpments declmed from 1985-87, boomed m 1988-89 then fell sharply (m half) to 1990
ShIpments fell shghtly over the 1990-1993 penod And 1985 slupments exceeded all ofthe 1990
observatIOns BPS shIpment data for Kahmantan Tengah lookqUlte suspect, be10g VIrtuallv zero
until 1986, then IncreasIng modestly to 1991 Fmally, usmg Dmas Kehutanan data It would
appear that there has been no clear change m rattan productIOn from before the ban to after the
ban The average tonnage produced In Central KalImantan from 1983/4 to 1985/6 was 7,318
tonnes, whIle the 1989/90 to 1992/3 average annual productIon was 7485 tonnes

In conclUSIOn data for Central KalImantan are not entIrely conSIstent across sources, and
some sources appear qUIte suspect It IS clear that pnces fell from theIr peak 10 1987 to roughly
yz to % that level In the 1990s Companng the 1990s prIces WIth 1986, there seems to be a
modest declIne In nommal pnces WIth mflanon runmng at 8 to 9 percent peryear (CPI and WPI
respectIvely), a constant nommal pnce IS eqUIvalent to a sIgmficant (42 to 44 percent) real pnce
faIl over the 1986-93 (7 year) penod Farmers and traders argue strongly that pnces now are
much less (-~) compared WIth the pre-ban penod, and theIr shIpment data reflect thIS If they
are ImplICItly companng theIr output pnce to the costs of theIr purchases (1 e refernng to therr
real pnces), theIr observatIons are completely consIstent WIth a modestdeclme In nommal pnces
OffiCIal productIon and shlpment data show some corroboratIon mdicatIng a moderate declIne
III productIOn m the 19905 compared With pre-ban years In the 19905, most sources show
relanvely flat productIon/sluppmg actIVIty from 1990 to 1993. WIth apparent declInes In 1994

(ll) ProductIOn and Trade of Large Canes JD SulaweSI Tengah
UnlIke KalImantan. most rattan canes traded In SulaweSI are large

dIameter, on average more than 2 centImetres m dlameter17 Among the more commonly traded
large-dlameter canec; are Batang (Daemonoropc; robuc;tuc;), Tohltl (Calamuc; mopc;), Umbulu
(Calamus slmphyslpUS) and Lambang (see AppendIx 4) Alllarge canes traded m SulaweSI are
""'lId They are harvested from both pnmary and secondary forest habItats Some VIllages have

17 The formal defuutlOn of large and small-diameter c.anes sets the dlV1dmg hne between the two SlZes at 18
mm Large canes are further dIVIded mtojC1'.l(mt, 28-34 em, preferred by the IndoneSJan furruture
tndustry, and non1avont (Irawantl et a1 1993b)



mamtamed extractlve reserves for rattan (and other non-tImber products) for decades Some
canes hke the cultIvated canes of KalImantan "cluster" and therefore can be repeatedly
harvested, e g ,Batang, others are solItary and once harvested WIll not growagam, e g ,Tolutt and
Umbulu (the Issue ofsustamable harvestmg, partIcularly for solitary canes IS covered m SectIon
7)

In respect ofllie outcome ofthe export ban/taxes, t he SulawesI SItuatIOn dIffers from that
In KalImantan The data are much less complete, but what there IS acwrds well WIth farmer,
trader, and processor ImpreSSIOns The consensus IS that there was a peak year 10 1987 but that
otherwIse pnces and shIpments have remamed relatIvely stable No offiCial statIStiCS on pnce
was avaIlable for the present study AVISIt to an area south ofPalu revealed that pnces there had
unhke In Kalimantan, mdeed largely recovered Table 19 mdicates thIS trend for OloboJu vIllage,
though In real rupIahS the recovery In pnces would not be so pronounced

Usmg loadmg data from the ports, the pattern ofshIpments from 1982 to 199115 a steady
Increase from 1982-1985 a modestdeclme In 1986 followed bvthe 1987 peak year and a gradual
declme from 1988 to 1991 Specific port data for Pantoloan shows a steady Increase In slupments
from 1990 to 1993 The 1993 level IS back up to that of 19-88 PartIal production data for 1991
1993 also mdlcate growth In productIOn for those three years

In sum the effect ofthe ban/tax In SulaweSi Tengah aopears to be pnmanlv the 1987 rush
to beat the semi-processed export ban m 1988, but otherwIse no major effects are clear In any
of the data, It IS difficult to observe a notable declme m pnces or productIOn from the pre-ban
pcnod to the 1989-93 penod There were many reports from the field that 1994 productiOn and
exports to Surabava were down consIderablY compared With 1993 but the 1994 data are still
mcomplete, and such a declme m any case apphes only to one year



Table 12 MIddle Level Trader Pnces for Raw Rattan In 6 towns, Central
Kalimantan, 1986 -1994 (RupIah 'OOOs! ton, dry weIght asalan)

Year SamPit Palangka
Raya

Pangkalan Kuala
Kapuas

Buntok Muara
Teweb

1986 847 90 110 _145 120 120

1987 1000 150 120 169 117 125

1988 1000 110 75 160 1105 1175

1989 650 95 60 132 66 79

1990 na

1991 707

1992 679

1993 700

1994 775

Note
fa! Source BPS 1995



Table 13 Drop III Farmgate Pnces ofRattan Associated with the Export Bans III Some
Pa rts of Central KalImantan, 1989-1994/aJ

LocatIOn m Central Kahmantan Percentage faJi
m Pnees from
Before the Pnee
Boom Era to the
Post-ban Era fbI

Dadahup (1) - 519

-2 - 50 8

Terantang lei - 385

Samplt lei (I) - 29 3

-2 - 188

-3 - 679

Tmdlk leI - 475

Tumbang ManJul lei - 60

Tumbang Kabural lei - 40 6

Average Id/ - 40

Notes
Ia! Source - Appendix 7
Ibl Post-ban era == 1989 - 1994 &ubsequent mtormatiOn mdlcated a slIndar pnee situation up until the end of 1996
leI Kabupaten Kotawanngm Tlffiur
IcJJ Avcr~ge 1:> nol Wll:>1tlerl:<.lllI1 e::.tlmd.le of the pm..e drop for all Ctmtrd.l Kd.hmd.ntdll, only for tho::.e ::.tte::. V1::.tted
dunng the study



Table 14 Nommal Farmgate PrIces of Rattan, 1984 -1993

Year Wet Rattan
Rplkg

Dry Rattan
(Rplkg)

1984 450 750

1985 400 550

1986 450 1 100

1987 450 1,400

1988 300 1,150

1989 150 750

1990 125 700

1991 208 642

1992 290 700

1993 300 650

Notes fa! Source Bupatl Kotawanngm Tunur (1994)



Table 15 Fallm Purchasmg Power ofRattan Associated with the Export Bans, Central
Kalimantan. 1994 fa!

LocatIOn

DllUahUP

Terantang

Item

Rl<"e

Sugar

Weekly household needs

Mecca ptlgnmage

Respondents' Estimates of
Fall In PurchaslOg Power of
Rattan fbI

2 8 - 6 x

6x

3"

29x

Notes
Ia! Source - AppendIx 6
Ibl x = magmtude ot declme e g , 2 x = two-told



\,
Table 16 Rattan Share of Annual Household Income (RupIahs) In

TanJung Paku VIllage, Central KalImantan, 1985 - 1994 tal

Source ofIncome 1985 1987 1989 1994

Rattan 108000 694737 28947 24,211

% 131 473 35 21

Tree Crop fbI 480000 648,158 610,526 368,421

% 579 442 747 321

LIvestock 217,000 54,474 76,579 201,053

% 261 37 94 176

Huntmg 0 21,053 29,211 69737

0;;' 0 1./ 36 61

Other 25,000 49,737 72,632 483,153

% 30 ~4 89 421

Total 830,000 1,468,159 817,895 1,146 575

Notes
Ia! NRrv1P data from the 20 rattan farmers In the Village 'n 1994 and 1995 surveys
fbi Rubber, trott trees
Icl 1985 = before the pnce boom caused by antiCIpatIOn ofthe export ban,
1987 = dunng the pnce boom, 1989 = the first full year ofthe oan, ! 994 = hrne offield survey



Table 17 Ptlgnmages to Mecca from Terantang VIllage,
KalImantan Tengab, 1983 - 1994

villagers

Number of HaJI

HaJI Type

% Major Sources
of Household
Income

1983

8

•Rattan"

Rattan Wood

80% 20010

1988

10

"Rattan'

1994

4

'Wood'

Rattan Wood

2e% 80%

Notes
lal NRMP Survey
fbI VIllage of 500 Households each Wlth rattan

Table 18 ProfitabilIty of Rattan Harvestmg from
CultIvated Plots In Tan]ung Paku VIllage,
Central KalImantan, 1985 - 1994 IJI

Year

1985

1987

1989

]994

Sale Pnce
Rplkg

400

700

200

200

Net Return
Rplkg

60

360

(140)

(140)

Net Return
(%) Ih'

15

51

(70)

(70)

Notes
Ia! NRMP data from 20 rattan farmers In VIllage
fbI Assumes gross return less productlOn costs
(Rp1501kg) and transportation costs (Rp1901kg)



Table 19 Gatherer PrIces of Rattan ill OloboJu VIllage, Donggala, Central SulawesI,
MId-1980s to 1994/a1

T,me Penod Gatherer's Sale Pnce
(undned, Rplkg)

Bt:fort: the pnu: boom
leadmg up to the export 150 - 180
bans, e:lrl:;- to nud 1980s

Pre-ban pnce boom, c 1987 300

1989/90 180 - 200

1992 260

1993 340

1994 356

Notes
/a! Source - AppendIx 7 InformatIOn from a group ofrattan gatherers





Figure 5 ReductIOn of Tradmg Channels from 1985 to 1995 for Rattan from TanJung
Paku, Central KalImantan



5 DomestIc and Export Supply Management

5 1 Domestic Supply Management
DomestIc supply management of rattan raw matenals has been attempted by

government-approved agencIes such as cooperatIves and (KUD) and P T San Pennmdo, to
Improve on the open trade WIth Its alleged shortcommgs Supply management schemes have
frequently been rehed upon as a means ofshortemng the marketmg cham (perceIved as too long,
mefficlent and unfalr to pnmary producers) and oftransfemng the hIgh margms of mIddlemen
to producers In the form ofhIgher pnces However, studIes ofvanous commodItIes In indonesIa
have shown that marketmg chams are In fact mtncate networks oftradmg optiOns operatmg WIth
low margIns, and provIdmg many buymg and sellIng optIOns for a WIde range of output qualIty
typical of small-scale producers (Bennett & Hasan 1993)

KUD cooperatIves have been deSIgnated as key players m domestIc rattan harvestIng and
trade All Wlld rattan IS supposed to be gathered and traded through the KUD system (Decree
Telex No 179, 1988) AdmInIstratIOn of harvestmg permIts IS the responsIbIlIty of both the
Governor and local MIniStry ofForestry offiCIals (Decree N{)208, 1989) The mtentiOn IS to both
conserve the rattan resource and to shorten marketmg channels and thereby cut out mIddlemen
The harvestmg lIcence IS generally taken out m the name of a KUD ThIS IS often a nommal
exerCIse, the work bemg carned out by those who compensate the KUD accordmgly

For a bnef penod, raw matenal for furruture makers was procured through Asmmdo's
own agency, P T San Permmdo Murm These procurement actiVitIes now account for a small
proportIOn « 10 percent) of raw matenal purchases, and furnIture makers After a bnef penod
of attempted supply control, raw matenal suppl1es were left agam to the open market

A feature ofthe operatIOn ofthIS agencv IS acondltlonal purchase scheme for some types
of rattan For example, If a company WIshes to purchase a umt of a preferred or[avon! rattan,
It must also purchase 2 1/3 umts ofa non{avoru type TIus amounts to a tax on buyers of the
preferred types, whIch IS used to "SUbSIdIze" the sale ofthe non-preferred types The result hurts
everyone except the sellers of the non-preferred canes It IS the kmd ofnegative polley that can
occur when an agency or government department uses regulatlOns to mIcro-manage an mdustry

There IS no reason why such an agency should be prevented from engagIng m supply
actIVItIes, as long as It IS not bemg financed or subSIdIzed by a general tax on the mdustry and as
long as furnIture makers are not reqwred to use Its servIces In other words the agency should
operate Wlth actual and potentIal competltlon It appears to be domg so at present Any other
arrangement would m effect represent an mdJrect tax on the mdustry and one that could reduce
the mternatIOnal competitIveness of IndonesIan rattan furnIture firms

In 1994 there was an unsuccessful attempt to deSignate a sole agent for rattan supply from
Sulawesl to Java wluch was vIgorously opposed by some members ofAsmmdo (Blsms IndonesIa
1994d) At least 5RegIOnal Offices (Komlsanats) ofAsmmdo (Jakarta/BogorlBekastfTangerang
Ie Jabotabatek, Bandung, Clrebon, Surabaya and SulaweSI Tara) rejected a proposal by PT
Mapalus SulaweSI AbadJ (MSA) to manage supply There were concerns that the actual outcome
would be the creatIOn of a monopoly whIch would harm more than It helped[8

The Idea was for MSA to asSISt PT San Permmdo whIch operates rattan termmals m

IS Increasmgly, Asmmdo's V01ce 1S bemg heard not only In support ofgreater rattan trade regulatlOn (the
ASSOCiation was a strong supporter of the 19805 export and Investment regulatIOns) but also m wammg
about the dangers ofdomeStIcally-managed rattan trade Thus, Asmmdo, Clfebon, has requested that
the govenunent ffitervene to remove the Governor's mstructlOn (Peraturan Daerah) that restncts
shIpments ofraw (asalan) rattan from Central SulaweSI to Java (B1SruS IndoneSIa 1994d) TJus
sentiment hasb~ echoed on vanous OCCllSlons by Asnundo, Suarbaya



Crrebon, Jakarta and Suarbaya MSA share's were owned by a few large enterpnses and San
Permmdo MSA was to ensure supply and demand balance for rattan from SulawesI to Java m
a way wlnch allowed pnce and qualIty to be checked

52 Effects of Export Market Management
FoTIowmg the ratIOnale for (past) restnctIOns on new mvestment m manufactunng

to prevent "unhealthy" competltIOn, the case has also been made for management ofsome rattan
exports through a government-approved marketmg agencIes The Idea IS to raIse further the
bargammg power of mdIvidual exporters when dealmg With large foreign buyers, particularly
when IndoneSian exporters supply a large share of the world market

Such mandatory agenCIes are saId to Improve qualIty, and therefore Improve IndonesIa's
export Image as a supplIer oflow-qualIty commodrhes The oppoSIte may occur however as
misunderstandmgs anse because of the weakemng ofthe close buyer-seller lmkages essentIal to
long-term tradIng relatIOnshIps (e g Witness the Impact on coffee export system before
deregulatIOn ofItS export and marketmg groups m 1990) In fact, the qualIty argument Itselfmay
be used spunously by mSIders ofmarketmg agenCIes tcrgam control over fellow exporters who
are also competItors, or SImply to reduce supply (Bennett 1993)

(1) Humamtanan Rattan Exports
A small loophole for exports ofraw and semi-fimshed rattan was left open

to allow export of semi-fimshed rattan for humanitanan purposes, e g, to make walkmg sucks
for the blmd P T San Permmdo was deSIgnated as the sole exporterofsuchsemi-fimshed rattan
(Decree Nos 102, 110,248 & 283, 1989) Havmg only one OffiCIal outlet for semi-fimshed rattan,
It has presumably been easIer to mamtam export control of thIs otherwlse export-banned
commodIty QuanhtIes of rattan bemg exported m tIns way (1 e, from 1989 onwards) are
neglIgible (see FIgures 1 & 2)

Although the exporter has been granted monopoly pnvileges for the export of semI
fimshed canes the argument for pursumg reform ofthe marketmg arrangement for humamtanan
exports IS less compellmg than that for more SIgnIficant ImpedIments to rattan resource and
mdustry development m IndoneSia

(n) Approved Exporter and Marketmg System for Rattan Lamplt
The establIshment of an approved exporter system With a Jomt marketIng board

for exports ofrattan Lampl! (a kmd offimshed-product mat) by government-approved exporters
m South KalImantan has proved more problematIc UnlIke a SImIlar and more successful
marketIng strategy to push up plywood pnces, Lampl! exports have faced reluctant buyers m
Japan (pnmary market for Lamplt) who had more access to substItutes, e g , from Chma where
bamboo has been used as a substItute for rattan The export quota and approval system, mcludmg
the elImmatIOn of exportable grades (products of cottage Industry). reduced export volume,
depressed the mdustry and resulted In the closure of small- and medIum-scale mdustry while
excludmg entry by small firms

The Impacts on small-mdustry development and employment have been felt at both the
proVInCIal and kabupaten levels Table 20 mdIcates the trend of fallIng numbers of lampz!
manufacturers, espeCIally the smaller enterpnses ThIs tendency IS pamcularly pronounced m
AmuntaI, the heartlandofthe cottage Industry for lampzt productIon (Table 21) The prohferatlOn
of smaller enterpnses from 1986 to 1989 Wlth attendant h:Igher employment was not sustamed
Tills penod had been notable for h:Igh value and output Table 22 gives a conservatIve estImate
ofthe reductIon In the number ofhandIcraft groups (made up ofvarymg numbers ofhouseholds)
from before 'tt;'e establIshment ofthe approved exporter system to 1994 The sharp reductIon In



number from 435 to 20 m 1994 was saId to be caused by the Asmmdo-mandated ban on the
export of Iow-quahty lamplt (see below) Not only dId the number ofexporters dechne over thIS
penod, from 180 to 15 (there are even fewer actIve exporters) but so too dId the number of
approved foreIgn buyers, from 36 m 1989-1993 to 15 m 1994

Decree No 410 (1988) estabhshed the lampzt export system to manage supply and
conserve the rattan resource All rattan exports smce then have been subject to control by the
Jomt marketmg board WhICh, together WIth the Department ofTrade and Industry, decIdes upon
export quota allocatIOn to approved exporters ETLR VarIOUS condltlOns for approval as an
ErLR. establIshed m Decree No 865, 1988, effectIvely elimmated small or new enterpnses from
the export mdustry, namely at least

...
2,500 m2 of work space,
Emplovment of 200 people and
30,000 m2 of lamplt exports mthe preVIOUS year

Smaller compames were to be assIsted by P T Racmdo Nugraha, also an ETLR,
deSIgnated for the task by Asmmdo (Asmmdo 1992) By mQst accounts, thIS alternatIve route has
been httle developed Asmmdo, KalImantan Selatan, lIsts approved buyers In Japan A fee of
US$2/m2 IS charged by Asmmdo for each square metre of exports (SaragIh 1997) The fee
amounts to a 10-20% tax It dlsproportlOnately taxes lower-qualIty Lamplt

A floor pnce mechamsm was estabhshed to ensure hIgh export pnces but m recent years
thIS has been cIrcumvented by exporters who are repaId by buyers mJapan the dtfference between
the floor pnce and the market pnce Therefore export stansncs such as those In Table 23 mav
exaggerate value Volume StatiStICS are more relIable Umt pnces appear hIgher than they really
are

One ofthe most dramatIC effects ofthe export regIme was Asmmdo's deCISIon to ban the
e'(port of low qualIty Charles and AF Putth Lampl! (Asmmdo controls and sanctIOns export
quahty, see Asmmdo letter No 083, 1993 and Asmmdo 1994a) One of the arguments for thiS
was the observanon that young canes were bemg used to make these grades oflamplt tbreaterung
the sustamabIhty of the resource Another was the perceptIOn that low-quahty exports exerted
downward pressure on the hIgh-quahtv end of the market The outcome of the rulrng hIt the
cottage mdustry hard In Kabupaten Amuntal, the centre ofLamplt productIOn These low-quahty
mats had found a dynamIC mche market m Japan They were made from the old and young ends
of traded rattan cane (see schematIc IllustratiOn mFIgure 6) The better-quahty central portiOn
of these canes were used to produce the lughest qUalIty Lampl! The ban on exports oflow-grade
Lampl! such as Charles and AF Putlh created prohibitively-high costs for the cottage mdustry
whlch now had to dIscard around 50% of the cane raw matenal (1 e , old and young ends of the
cane, see FIgure 6), dependmg upon raw matenal qualIty, or use It to make products for the much
less lucrative domestic mark.et In vam. cottage-mdustry representatIves wrote to the MImster of
Trade about the problems wluch the quahty ban created (Pokmas 1994) Interestmgly, the dIstnct
(kabupaten) office of the MmIstry of Trade was relanvely supportIve of the cottage mdustry's
case (DoT 1994), concludmg that,

e1) Farmers cut old rattan WIth the accompanymg young pIeces [of
the cut stem] Cuttmg young canes dlrectly would not make sense
(2) There IS danger ofrattan extmcnon because farmers have long
cultIvated rattan, though quality IS not as hIgh as In East
KalImantan
(3) The consequences ofthe ban on export ofCharles grade rattan
/amplt are bkeli to be negatIve beanng In mInd that around halfof
rattan purchased by handIcraft producers COnsiSts [ofportIOns of]



young rattan [for Charles lampzt productIon]
In recent years, Asmmdo has sought to extend the control ofrattan mat exports to mclude

Saburma (machme-made), and all other types of mats, In part to prevent the lower-pnced
Saburma from competmg WlthLamplt made by the cottage mdustry (Asnundo 1994c &1995c)
Arguably, a more effeCTIve way to help the cottage Industry would be to allow the export of all
marketable grades and to allow them access to more buyers Asmmdo's practIce ofreducmgthe
member of buyers removes an Important, competItIVe market force whIch would tend to bId up
the pnce ofLampa Tills IS the kmd of "unhealthy" competItIOn 1 e , amongst foreIgn buyers,
whIch should be encouraged

FInally, even If It were establIshed that the government-approved control of the export
market had resulted ill Increased total export value, there remaInS the questIOn of eqUIty How
much has the tampa sub-sector shared In the benefits? It would appear that the major
beneficlanes have been a small group of large exporters and that OpportunItIes for the
development of smaller-scale, more labour-mtensive mdustry have been reduced

(Ill) Further Expandmg the Scope of Export Market Controls
CItmg the success of plywood export polIcy, some m the export mdustry are

callIng for regulatIOn of the marketIng ofall rattan and wood furnIture Here the problem IS that
furmture IS a very dIfferent commodIty from most of IndoneSIa's plywood Most plywood
exported from IndoneSIa IS relatIvely homogenous commodIty grade for bulk, mdustnal end-use
FurnIture, on the other hand. IS hIghly vafled In type the market IS dIverse WIth a multItude of
buyer-based specIficatIOns It IS hIghly qualIty conSCIOUS DeSIgns change frequently
DIssatIsfied buyers can readIly shop elsewhere All of whIch argue for the close buyer-seller
relatIOnshIps ofthe open market rather than the less responSIve and more bureaucratIc approach
of a mandatory export marketmg board

IndoneSIa's market power m rattan furnIture exports (let alone ItS much smaller share In
wood furnIture) IS not as unassaIlable as It mIght appear because of ready substItutes For
ex.ample, IndoneSIa accounted for around 50% ofall rattan furnIture sold In Europe m 1993 but
rattan furnIture represented only a small percentage of all wood and rattan furnIture m that
market



Table 20 Development of Rattan Lamplt Industry rn South
Kalimantan, 1987 -1993

Year Number of
Enterpnses

Employment Labourers per
Factory

1987 87 3,366 39

1988 148 5,799 39

1989 181 14,483 80

1990 142 15,470 109

1991 39 10,550 271

1992 50 11 933 239

1993 53 12,033 227

Notes
fa! Source DoT, Dmas Penndustnan, KalImantan Selatan (1994)



Table 21 Rattan LampIt Industry In Amuntal, South KalImantan, 1984 - 1993

Year Number of Employment Labourers per Productlon Value
Enterpnses Enterpnse (m2

) Rp'OOOs

1984 21 1 111 53 63,951 415,682

1985 37 I 180 32 177 ,726 935,815

1986 174 2,478 14 249785 1473732

1987 435 5,606 13 1,003,196 7,662,660

1988 435 6 7 01 '5 658196 5,396,006

1989 435 6701 15 165834 1,212486

1990 76 2100 28 194,745 2753,518

1991 78 2144 28 381 973 2,753518

1992 167 3323 20 na 2,944 693

1993 162 2576 16 na 553363

1994 20 na na na na

Notes
tal Source Dol, Kabupaten Hula! Sunga! Tara, Kahmantan Selatan (1994)



Table 22 Rattan Lamplt Industry In South Kalimantan, 1988 - 1994

Type of Enterpnse Before 1988

HandIcraft Groups 700 - 1,000

ETLR (Approved Exporters) 180

Buyers (Japan) ?

1989-1993

435

37

36

1994

20

15

15

Notes
laJ Sources NRMP (1994), /hI Dol (1994), lei ASlDmdo (1994)

Table 23 Rattan Lamplt Exports from South
Kalimantan. 1987 - 1995

Year Volume
(tons)

Value
US$'OOOs

Umt Pnce
(US$/kg)

1987 5375 3,4266 638

1988 2,377 6 16,1777 680

1989 1,7141 12,6463 738

1990 8 0571 98513 122

1991 9,4436 19,0685 2 02

1992 2,3638 17,1767 727

1993 1,2436 91749 738

1994 2,2378 9,810 a 438

1995 1,8372 154086 839

Notes
la/BPS 1996



FIgure 6 Schematic lllustratIon of Use ofRattan Raw Matenal for the Production of
Lamplt



6 Resource Management Regulations, Taxes and Transport Licences
Costs of hcencmg schemes for harvestmg and transport of rattan have resulted m

additIOnal costs Pnces for producers have been depressed accordIngly Lower producer pnces
havc discouraged cultivators and gathcrcrs who havc sought other lIvelihoods Other producers
and traders have been drawn by the profits of smugglIng to the world market where pnces are
double and where 1e-30% of IndoneSia's raw and seml-fimshed rattan have been traded
MeanwhIle, rattan-beanng forests have been lDcreasmgly dIsrupted by loggmg or converted to
umber plantatlOns as well as to agncultural plantations and srnallholdmgs (e g , fruit trees, rubber
and cocoa, dependmg upon locatIOn and agro-ecology), further reducmg supplIes Furthennore,
cultIvated rattan agroforests have also been subject to royalty payments wluch are no more
applIcable under such agncultural settmgs as thev would be for coffee, cocoa rubber and other
major tree crops

The net result has been that furntture factones have faced problems ofmadequate supply
of raw matenals To be sure, producer pnces have begun to nse but too late for areas where
deforestatIOn has taken place

6 1 Rattan Concessions and Harvestmg Rights

A Harvestmg ofWdd Rattan
Harvestmg n ghts for WIld rattan are granted to small-scale producers only.

Ie, mdlvlduals or cooperatIves (Decrees No 066 & No 179, 1988 and No 208, 1989)
Harvestmg nghts are fonnally non-transferable (Decree No 208, Chapter I Article 4, 1989)
Rattan harvestmg 15 not allowed m WIldhfe and nature reserves and natIOnal parks The process
of obtammg a pennlt IS exceSSively bureaucratic, an mvolved process wruch IS related to the
apphcatlOn process for a SAKB or SAKO transport hcence (see below) Vanous fees are paid
(Decree No 839 1991) and the lIcence IS only valId for 6 months It then has to be renewed by
a SimIlar mecharusm process The procedure can be swnrnansed as follows, (after Anon 1994)

(1) RecommendatIon letter from the Camat to the Forestry OffiCIal (KRPH) about
the locatIOn
(2) Ask for a letter of mtroductlOn from the forestry offiCial from the forestry
branch office (Anak CDK) responsible for the area, who wIll prepare a temporary
map of the area to be requested for harvestmg ThIS letter IS needed as a
recommendatIOn to the Kabupaten Forestry Office (CDK, Cabang Dmas
Kehutanan) whIch mcludes assurance that the area IS not In protected forest IS not
where other land use permits apply and has potential
(3) Include photos of rattan nursenes as proof ofbemg prepared to replant
(4) ObtaIn a collaborative agreement With an Industry company wruch WIll store
the rattan
(5) Ask the Department of Cooperatives for a letter of recommendatIOn,
appendmg 1 to 4 above
(6) Items 1 to 5, above, are submItted to the CDK office which Instructs the
OffiCIal from the Anak CDK to check the area and the nursery The CDK office
then sends on the request to Dmas Kehutanan at the provmciallevel
(7) Dmas Kehutanan conducts techrucal evaluatIon of Items 1 to 6
(8) Ifall conchtlons are met the Dmas Kehutanan Issues a penrot for HPHH Rotan
(the nght to harvest rotan)
(9) Once the pennlt has been received, a request IS made by the holder to the
KanWlI of the Department ofForestry (provmcIallevel) for a regIstratIOn nwnber
for the Isswng ofa round-wood transport document (SAKB, SuratAngkatan Kayu



Bulat) The number IS needed to obtam a form for the SAKE Ifthe HPHH Rotan
IS extended., It IS necessary to obtam a new SAKE reglstratIOn number

B ConcessIOns for Rattan CultivatIOn
When rattan conceSSIOns ",ere mlually offered by the government (Decrees

No 149 & No 148, 19'89, the latter replacmg Decree No 066, 1988), many firms applIed None
pursued the matter further when they found that the small pnnt forbade them from harvestmg
WIld rattan where they were to establIsh rattan plantatIOns (Decree No 179) 1988) In MalaysIa,
on the other hand wlnch enjoyed the lngh "free-nder" world pnces for rattan generated by
Indonesia's export bans, compames have found It profitable to develop large rattan plantatIOns

C. TradItIonal Rattan Agroforests
AVailable data mdIcate that there are over 25 000 hectares of rattan

agroforest m KalImantan established through plantmg by smallholders (see AppendIx 5) Some
of these agroforest systems have an unbroken Ime of eXIstence gomg back to the mneteenth
century (Haury & Saragih 1995) They are economIcally and ecolOgIcally sustamable and theIr
mIxed forest habItats support sIgmficant levels ofblOdIversity Some ofthese agroforest kebun
are located wtthm concessIOns for natural productIOn forests

For rattan gardens wtthm concessIOns legal land-use recogmtIOn IS only granted to the
conceSSIOn Overlappmg nghts are not recognIsed Plantmg nghts, whIch would legItImIse
(long-establIshed) rattan agroforests are not allowed for natural productlon forest conceSSIOn
areas (Decree No 148, Chapter I, ArtIcle 4, 1989) In effect, rattan agroforests whIch predate
many conceSSIOns by several decades are not gIven formal safeguards from loggIng damage e g
road bUIldmg, fellmg and log extractIOn

5 2 Royalties (IHH)
Rattan has been subject to royalty payments (luran Hasll Hutan., II-lli) at least smce

1986 (Decrees No 339, 1986 through No 377, 1995, and No 208, Chapter IV, ArtIcle 9 1, 1989)
Rattan royaltIes are set penodlcally through annual announcements m the same decree for log
royaltIes The royaltIes are mtended as a tax on a publtc asset wlnch IS ready for harvestmg and
has not mcurred costs of establIshment and plantmg, e g , Tattan occurnng Wild m the natural
forest A royalty IS set at a level low enough to allow adequate returns on mvestment but htgh
enough to prevent wmdfall profits

A long-standIng pomt of contennon has been that the royaltIes apply not only to WIld
rattan from the forest but also to cultIvated rattan, urespectlve ofwhether such rattan comes from
land whIch IS offiCIally deSIgnated as forest or agncultural land CultIvated rattan IS generally
managed under a sustamable productIon system whIch IS more productIve than Wild rattan GIven
that one ofthe government's argument for agncultural development IS to reduce pressure on forest
lands. equal taxatIon ofIts rattan output With that ofthe forest does not support such government
polIcy Furthennore, taxmg cultIvated rattan encourages the converSIOn ofrattan lands to other
crops such as rubber and cocoa neIther ofwmch are subject to royaltIes or SImIlar taxatIOn

RoyaltIes may exert a heavy cost burden on cultIvators of rattan and therefore COnflIct
With the atm ofencouragmg plantIng, e g , over 20% ofthe sale value for sega rattan (Table 24)
Moreover, revenue from rattan royaltIes, even If there were no evasIOn, would amount to under
US$ 10 millIon p a for all rattan, and under US$3 mIllIon p a for cultIvated rattan (Table 25)
A further pomt to note IS that because royaltIes are due for all rattan, rattan transport must also
be lIcenced through the SAK-B & SAK-O system, addmg further to costs (see below) The very
fact that a commodity IS regulated prOVIdes an excuse for a WIde range of government
functIOnanes to Inspect papers and the rattan Itself whether m boats, trucks, or warehouses



Some have argued that high royaltIes (paId by traders accordIng to volume and outsIde
the forest) passed on to gatherers of WIld rattan In the fonn of lower pnces reduce a powerful
mcentIve to over-explOIt rattan through excessive extractIon rates wluch lead to IrreversIble
resource depletIOn The problem WIth thiS argument IS that It is difficult to set the royalty at a
level wIDch WIll be slgmficant but not too lugh, thereby encouragIng evasIon (e g, smugglIng)
or proYldIng Incentive;:; to convert rattan land to more lucratIve (less taxed) uses

In fact, lugh pnces for gatherers have been blamed for over-explOItatIOn Some
enVIronmental observers have remarked that low pnces may bong benefits because hIgh pnces
(such as those leadmg up to the export bans) encourage exceSSIve and unsustamable harvestIng
of WIld rattan, particularly the non-clumpmg types Field observatiOns In Central SulaweSI
suggest that wlule younger canes may be harvested when pnces are high, the market place sets
quality limits Immature canes taper too much and are prone to vanous defects and pest attack
The youngest harvestable canes have generally already flowered Seed dIspersal and ecolOgIcal

mche creatIOn dunng harvestmg may actually favour regeneratIOn. Furthennore, rattan gatherers
report returnmg to the same locatIOn for harvestmg smce the early 1960s (Bennett & Hayat 1994)
Arguably, the greatest threat to the rattan resource is loss ofhabitat, e g, slash-and-bum for non
rattan use and converSiOn oflarge tracts afforest land for agncultural use The present relatIvely
low value ofthe rattan resource also undervalues Its habitat and arguments for presemng it m the
face of competIng demands for land use

5 3 Transport Licences (SAK-B & SAK.-O)
All rattan transported WIthIn IndoneSIa must be accomparned by transport lIcences

to ensure royalty payment and to discourage smugglIng (Decree No 402, 1990) LIcences are
either so-called SAK-B for raw rattan or SAK-O for semi-fimshed rattan (Decree No 230, 1992)
Transport llcencmg apphes not only to Wild rattan but also rattan from cultIvated sources
Transport licencmg IS supposed to asSist In the enforcement of royalty payments and also to
prevent over-explOItatIon of the rattan resource LIcence fees are charged

Asmmdo, amongst others, has questIOned the usefulness ofthe transport lIcensmg system
(BISruS IndoneSia 1995b &1995c) FIrst, Its relevance 15 quesTIoned gIven that the system IS a
dIrect applIcatIOn ofthe system for transport oflogs, a commodity whICh, unlIke rattan. is tracked
from a known and mapped locatIon where cuttmg luruts are applIed In fact, there 15 no transport
lIcence speCIfically for rattan SAK-B and SAK-O refer to letters of transport for logs There 15

no clear lmkage between the lIcence and the ongIn of the rattan, neIther any clear gwdelmes on
extractIon rates In short, the lIcence serves no functIOn except as a source of tax. revenue

Second, transport lIcencmg adds to the costs of transport both In terms of the fonnal fees
and also bureaucratic delays The MInistry ofTrade and Industry (then the Mol) complamed m
1986 of the SAK-B/-O system beIng used for personal gam and encouragmg smugglIng
alternatives (Dol, 1995b)

TIurd, It apphes to cultIvated rattan wruch, as mentioned above, IS a comparable
productIOn system to the agroforestry/tree crop systems for productIon ofrubber, coffee, cocoa,
tea, nutmeg, casSIa, vanIlla and other cash crops, most of whIch are not subject to transport
lIcencmg

(0



Table 24. Royalty Payments (IHH) for Rattan CultIvated by
Smallholders, East KalImantan, November 1996

Rattan Type

PulutMerah

Pulut PutIh

Sega

Farmgate Pnce, IHH, Rp/kg
Rplkg(Wet)

1,600 803

1,000 803

300 715

lliHas % of
SalePnce

50%

125%

238%

Note fa! Field Ob<;ervatlOn<; Mmta Mahakam, Ea<;t KalImantan, November 1996
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Table 25 Rough EstImate of Annual Revenue from
Rattan Royalties (IHH), 96/97

Revenue ColIectlQIl Scenano

ProductIon (tons, wet)

Average ll-IH, RplKg (wet)

Revenue Less Smuggled
Rattan (U5$ mIllIons) fa!

Total Revenue

CultIvated
Rattan

100,000

65

22

28

WIld
Rattan

200,000

70

6 1

Note<:
fa! Assume 30,000 tons dry rattan are smuggled

7. Inter-Island Trade RestrictIOns
Some natlonal export trade polIcy IS bemg mImIcked at the provmclallevel m a way

whIch benefits local processors at the expense of the furruture mdustry m other IndoneSIan
proVInces Thus, smce 1991, a Governor's Dcerec No 514, 1991 (whIch supported the suggestIOns
of Asmmdo) banned the IDter-Island sluppmg of raw (asa/an) rattan from Central SulaweSI to
encourage development of the provInces, seml-processmg mdustry Some shIpments of raw
rattan were to be allowed by approved Asmmdo traders provIded they compnsed rattan grades
wluch were not SUItable for the makmg ofsemi-fimshed rattan Only Asmmdo-approved traders
would be allowed to shIp eIther raw or semi-firushed rattan from the proVInce Fwmture makers
In East Java, however, usmg washed and sulphured (W&5, consIdered as raw) rattan canes have
been derned adequate supphesl9 (Asmmdo I995b)

By defimnon, polICIes that dIscnmmate agamst one part ofthe domestic mdustry m favour
ofanother part are generally economIcally mefficlent Total Incomes from the mdustrv (countmg
raw matenal producers and processors m addItIon to producers offirnshed rattan products) WIll
be lower than WIth no such polley

The problem of mter-Island trade restnctIOns on rattan touches on a much WIder Issue
Over the past decade, deregulatIOn and debureaucratIsatton polICIes for export commodItIes have
been developed by the government of indoneSia There have been notable exceptions, such as

19 Partially-processed large-dIameter canes can be used as low-cost mner frames for rattan wlucker-work
ChlUfS (wluch conceal the mner frame)



forest products, but by and large the trend has contInued, albeIt WIth vanable VIgOur WIth the
recent advent of decentrahsatIOn mto the mamstream of polltlcal development a reglOnal
counter-current to deregulatIon may be growmg Genwne regIOnal concerns about sources of
revenue together WIth less open and mformed approaches to trade development have led to a
prohferatIOn of local leVies and trade controls on a WIde range of agncultural and forestry
commoditles2o Pnmary commowtIes are seen as convemently taxable sources of revenue

It should come as no surpnse Ifpast natIOnal export pollcies to raIse value-added and to
support mfant mdustry be applted by reglOnal government to promote downstream processmg by
applY10g trade restnctlOns to mter-Island shlppmg InsuffiCIent attentlOn IS paId to why firms do
not readIly transfer theIr processmg operaTIons from Java to the outer Islands e g smppmg
mfrastructure and costs for rattan furnIture and supplementary matenals such as nalls, leather etc
(EBRI 1995) commumcatlOns and adImmstrative costs aVaIlabIhtv of sk111ed labour labour
costs, as well as the presence of other fmus WIth supply and servtce connectIOns

Inter-Island trade bamers run the further nsk of bemg dIVISIve Whereas In the past
natIOnal protectlOmst polICIes were perceived as only hurtmg foreign competitors, theIr regional
vanant runs the nsk of dIscnmmatIon against IndoneSian producers m other parts of the
archipelago Furthermore, disagreements about mter-Island trade barners may eventually have
a tendency to spread beyond the econOmIC arena Qwte apart from the questIon ofwhether thIS
contradIcts the spmt If not the letter ofINPRES IV, 1985, It raIses the prospect of"trade wars"
WIthIn IndoneSIa Iromcally foreIgners now have more legal access to W&S rattan (Ifthey were
to pay the hIgh export tax) than do small factones In East Java who use the rattan for Internal
chair frames

How lIkely IS It that prOVinCIal-level shlppmg restnctlOns and taxes on rattan (and other
commodItIes) Wlll become a more WIdely-used regIOnal poltcy Instrument? In 1996 the
Governor of South SulaweSI Issued a comparable decree With almost the same wordIng as the
Governor of Central SulawesI's decree (Decree CIrcular No 522 22/518) 21 One can only
speculate about the future populanty ofreglOnal trade restnctlOns At the very least It can be saId
that there does not seem to be an effective natIOnal polley In place to prevent their proltferatIOn
and potenTIally diVISIve effects

8. DISCUSSion and ConclUSIOns· Past PolIcy Successes and the Need for Change
IndoneSIa's export ban (replaced by a prombltlve export tax) on raw and semi-fimshed

rattan, the most sIgmficant ofall rattan development pohcles, was followed by rapid growth 10
the "alue of rattan exports, mcreasmg them by more than a factor of2 In real terms Although
there was a rapId underlymg growth trend m pre-1986 export values, post-1986 exports stIll
Increased substantlally and rapIdly Startmg from 1985 exports (1990 dollars) of about $120
milhon, a reasonable guess IS that Without the export ban, real exports by 1993 would have been
In the range of$175-$200 Gwen actual real 1993 exports ofabout $310 mIllIon, at least halfthe

20

21

Over the past five years mter-1Sland and mter-Kabupaten levIes have been unposed for slupments of
coffee (NIT), cocoa (South East SulaweSI), nutmeg (North Sulawesi), vamlla (Balt), coconuts as nuts,
as copra and as cookmg oIl (Central Sulawesi), cItrus (West Kwmantan), and cashew (South East
SulaweSI)

The regtonal government of South SulaweSI has recently attempted to prevent the Inter-Island sluppmg
ofunprocessed cashew to encourage development ofdownstream procesSIng m the proVInce mstead of
on Java



post-1985 growth (about $100-130 millIon) can plausIbly be attnbuted to the export ban/tax
What IS more clear IS that the ban generated growth qUIcker than would otherwIse have occurred
ThIs growth was due entIrely to mcreased value-added, the umt value of exports more than
doubled in real terms from 1985 to 1992

The boom m profitablhty and exports resulted m a consIderable amount of mcreased
know-how and learnmg such that by 1993, the tonnage ofrattan exported had returned to the pre
ban level ofabout 100,000 tons Although tlus mcrease III competItIveness IS noteworthy, some
of the many new entrants are leavmg the furnIture mdustry as profits are now shnnkmg due to
nsmg costs and stable nommal pnces From the mId-1990s onwards, thIS trend has become
mcreasmgly eVIdent A slow down m growth would also not be unlIkely In the long term but the
recent absolute drop m volume and value (see 1996) may auger a steeper declIne than would be
expected from a matunng mdustry It IS noteworthy that wood furmture exports, operatmg m an
unregulated market, have grown more vIgorously In recent years mcompanson WIth the relatIvely
protected rattan furnIture Industry

The export bamer polley has been successful mtaXIng foreIgn rattan furnIture consumers
and furruture firms VIa a large pnce mcrease m rattan raw-and semI-processed matenals By
some reports, raw matenal rattan costs outSIde IndoneSIa reached double that of IndonesIa,
though m recent years, WIth nsmg demand from a grOWIng domestiC mdustry, the gap has closed
Overall, the pnce differentIal has translated mto an added cost burden on foreIgn rattan furnIture
producers of about 15 percent for average qualIty furnIture firms

There have also been clear losers from the export pohcles WItlun IndoneSIa, namely the
raw and semI-processed segments, where their output pnces have fallen or remamed stable m
nommal terms WIthout the ban, raw matenal pnces most lIkely would have mcreased, gIVen
the relatIvely scarce natural supply and steady growth m world-WIde demand The polley has
been eqUIvalent to a tax/subsldy scheme, WIth raw rattan harvesters on the Outer Islands bemg
taxed and Javanese rattan furnIture makers bemg SUbSIdIzed Of all regions KalImantan rattan
collectors and farmers have been the hardest lut

Another less attractIve feature ofthe ban/tax polICIes was the sudden boom-bust chaos It
caused dunng Its ImpOSItIOn penod WIth raw pnces mcreasmg substantIally, then fallIng by
roughlv one-half, and WIth a doublmg of rattan furnIture firms WIthIn the penod the mdustry
went on a roller coaster nde m pnces and productIOn By contrast, the log export ban was
mtroduced over five years and was by companson hIghly stable The lesson IS clear that polIcy
change of thIS magmtude should be mtroduced gradually m order to keep uncertamty down and
to make the adjustment costs as low as poSSIble

Another umntended feature ofcurrent rattan polICIes also breeds costly uncertamty Wlthm
the mdustry That IS the recent mchnatlon from several quarters to want to mIcro-manage the
mdustry Vanous schemes have been mtroduced, mcludmg prohIbltmg new firms from entenng
the furruture export Industry In Java bannmg the mter-Island slupment of raw rattan Wltlun
IndoneSia (a provmclal"export ban") and an attempt to supply-manage the domestic rattan raw
matenal trade There have been proposals that raw rattan slupments to Java should be subject
to restrIctIOns to favour downstream proces'\Ing In the outer Islands and that furruture exports
should be controlled to strengthen IndoneSIa's markenng posinon and qUalIty perfonnance
These schemes Will mcrease costs and reduce mdustry mcomes and fUrnIture exports over tIme
If they are Implemented

GIven the Increased matunty ofthe mdustry, and a penod ofetfecttve protectIOn that has
now been 1I1 place for over ten vears (almost twenty years SInce the first protectIve step In 1979)
a process ofdIsmantlIng these restnctIOns and regulatIOns should be given senous consIderatIon
by pobcy makers The 1995 removal of Investment restnctlODS and the 1996 dereguJanon of
webbmg exports mdIcate that thIS process IS already under way To what extent It wIll proceed



*

IS an open queSTIon WIth rattan m mmd, Godoy and Rodnk pomt out that major protectlon
measures such as export bans are rarely rescmdedbecause ofthe polItIcal cost ofdomg so (Godoy
& Rodnk 1989) Recent ruscusslOns WlthAsmmdo and offiCials from the MImstnes ofTrade and
Industrv ofFmance and ofForestrv, however, have revealeda WIllmgness to engage msIgnIficant
export pollcy reform as well as mternal reforms to reduce producTIon costs

The Increased maturIty a.T1d competltiveness of IndonesIan rattan furnIture makers,
coupled With the costs ofthe current polIcy on the Outer Island raw and semI-processed mdustry,
suggest that the tIme has come to lower, If not remove, the current export tax on raw and semI
processed rattan Its purpose, to expand value-added WithIn Indonesia has been accomplIshed
Its new purpose Ifany, should be only to tax. foreIgners by usmgIndonesIa's pre-emmentpositIOn
as raw matenal supplIer to set an optimal Size As an export tax on foreIgn rattan raw matenal
consumers, It should apply also to the rattan raw matenal content of rattan furniture exports as
well Such a proposal should be a pnonty for study, mcludmg the optlmal SIze of the tax, Its
apphcatIOn to fimshed rattan products, and the recommended phase-m penod

ComparIson With the Log Export Ban
PrelImmary compansons can be made between the rattan polIcy and the log export ban

Imposed m the early 1980s The rattan exportbamers were Imposed very suddenly and threw the
mdustrv mto a substantIal boom-bust penod of mstabIhty The log export ban was Introduced
more gradually (.over 5 years), and was charactenzed by a much smoother, predIctable and less
costly penod of tranSItIOn Another questIOn IS the learnmg penod that was needed for
IndonesIan plywood and rattan furnIture producers to become competltIve With the rest of the
world In the case of logs and plywood, the leammg penod was relatlvely long by polIcy deSign
and the technology appears to have requITed few new SkIlls It would appear from the rapId
expanSIOn ofrattan furnIture that the furmture technology, at least at the lower end ofthe market,
also chd not reqUire a very lengthy or dIfficult leammg penod

In both cases bamers to export of raw and seml-fimshed products led to lower pnces
domestIcally WhICh, m tum, resulted In lower values for the resource base, the forest
Downstream mdustry benefited, as mtended. But thIS pohcy-dnven undervaluatIOn ofthe forest
resource IS lIkely to encourage more wasteful utIlIsatIon and greater nsk ofconverSIOn to other,
relatIvely hlgher~value users of the forest land

10. PolIcy Options and Expected Outcomes
The present study does not conclude With a lIst ofpolIcy recommendanonsper r;e What

thIS sectlon attempts IS the presentatIOn ofthe Wide spectrum ofpohcy chOIces. from mamtalmng
the status quo to a fundamental change ofdIrectlon Inherent m such an approach IS the need to
mdicate the expected outcomes of the dIfferent polIcy optIOns, some ofwinch are best lInked,
others self-contamed and others mutually exclusIve

There are basIcally four polIcy optIons The present sectIon outlmes the nature of these
optlons and some of theIr expected outcomes

Option I --- The Status Quo
Ifthere IS no further polIcy change, except for mmor adjustments, rattan resource

value WIll remam undervalued, pnmanly because of the contmued eXistence of the
prolnbItlve export taxes TIns problem \\-,11 be magmfied by the hlgh-cost transport
lIcencmg system (SAK-B & SAK-O), and the current level ofroyaltles partIcularly for
some canes such sega A greater number of producers WIll contInue to seek alternate
sources of bvehhood and to convert rattan-beanng natural and agroforests to more
profitable uses SmugglIng WIll remam attractIve and dIfficult to control



* OptIOn II --- Increased Regulatory Intervention
The furnIture asSOCiation has suggested greater government mterventiOn to (a)

prevent ·'unhealthy" competItIOn (b) ensure sustamable harvestmg, (c) Improve
Indonesia's CAport quality and market posItIOn (Asmmdo 1993a) Suggested poltcy
mstruments mcIude

n 1 Extendmg the Lampzt Approved Exporters System EnR to Include
the Export of All Rattan Mattmg and Karpet
To ensure a more unIfied bargammg approach, pnee control and the elImmatIOn

of unfalT competIl::Ion ofmachme-made saburma mats Wlth hand-made (cottage-mdustry)
lampr! the case has been made to broaden the scope of the ETLR system (mcludmg Its
marketmg ann) to control exports ofall kmds ofrattan mattmg (Asnundo 1993b, 1994b
& 1996)

Grantmg Wider powers for the ETLR system IS hkely to exacerbate the present
system whteh restnets entry mto the export 10dustry and lImIts selhng optIons for the
cottage mdustry Market diverSification WIll be less ltkely And IndoneSIa IS ltkely to
contInue to loose market share to lower-cost producers such as Chma and VIetnam

n 2 EstablIshment of an Approved Exporter System for All Rattan (and
Wood) Furmture
In VIew ofweak demand for rattan funnture, partIcularly m Europe, the argument

has been made for an approved exporters' system for all rattan and wood furruture exports
from IndoneSIa to proVIde exporters WIth more barga10mg power and better qualIty
control It has further been argued that IndoneSIan exporters face unfaIr competItIOn from
foreign buyers who by-pass the larger factones and go stratght to cottage 10dustnes m
Java whIch produce rattan and wood furruture The solutIOn would be to InsIst that
exporters have processmg/warehouse capaCIty Thus, approved exporters would have to
have a workmg area ofat least 2,500m2 employ at least 150 employees and have been at
least 30 months 10 operatIon WIth exports over the past SIX months ofat least US$500,OOO
Export contracts would have to be approved by Asmmdo or a body It set up for thts
purpose This would exclude many small-scale foreIgn buyers

Yet. these kmd of agents who develop essential lmkages Wlth deSigners and
consumers overseas It IS hard to see how excIudmg them would Improve penetranon and
development of the hIghly diverse and quahty-cOnsclOUS world rattan funuture market
where substItutes and competitors abound and IndoneSIa does not have the kmd of
domInant poSitIOn It has had for plywood And Ifmarkets were lost because ofexcIudmg
foreIgn buyers some of the hardest hIt would be small-scale manufacturers and the
labourers they employ (whose wages tend to nse m response to more competItion
amongst buyers of the cottage mdustnes outputs)

n 3 Specific RestrictIOns of Inter-Island Shipments of Raw (Asalan)
Rattan
To promote downstream processmg ofrattan m the regIons, a ban ofmter-Island

shIpments of raw (asa/an) has been promoted Only rattan bemg shipped to funuture
factones Wlth semI-firushtng capaCIty would be allowed ShIpments ofraw rattan to self
contamed seml-fimslung finns would be curtaIled

Supply management of rattan was attempted In the early 1990s and faded The
suggested scheme would be more complex and dtfficult to enforce than Its predecessor
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It would set an ommous precedent for s11TIllar strategtes for a WIde range ofcommoditIes
If It could be enforced It questIonable whether provmcial mdustry could absorb present
supply and If It could not then surplus would depress pnces, a Situatlon only reheved by
mcreased smugglIng' Perhaps more senously, It would reduce the fleXibIlIty to buy
dlfferent quahties and quantltles of semI-fimshed raw matenal

ITA Shortenmg the Market Cham
A number ofstudles have Idennfied relanvely large tradlng margms, partIcularly

for sales by farmers to traders m remote areas As for agncultural commoditIes, so too
for rattan the argument IS often heard that the marketmg cham should be shortened so
that farmers wIll be offered hIgher pnces by agenCIes whIch cut out mIddlemen Provided
such market-shorterung agenCIes compete WIth the eXIstmg traders no harm IS done But
the mtentlOn IS more often to exclude other traders through government regulatlOn

If traders were to be excluded from the rattan domestIc market (m the name of
shorterung the market cham), the past record of such actlOllS mdicates that the lIkely
outcome would be more restrIctIve qUalIty reqUIrements reduced prOVISIon of crewt to
fanners and reduced quantities of rattan accepted for sale, all of wluch would tend to
exert downward pressure on pnces If anythmg more not fewer buyers are needed
provIdmg fanners and gatherers WIth many sellmg optiOns

OptIOn III --- DeregulatIOn
Deregulation covers a WIde spectmm of polIcy reform from the modest relaxmg

ofproductIon and trade restrIctlons to openmgthe rattan mdustry to competltive pressures
vvluch the cconomy as a vvholc must mcrcasmgly facc as a SIgnatory of thc WTO and
reglOnal tradmg blocks A pomt to conSIder here IS that wood furnIture, the fastest
growmg wood-based expon commodity, has achlevea steady growth m an unregulated
market, facmg and overcommg many ofthe obstacles that have been claImed by some m
the mdustry and government to JUStIfy more regulation of rattan trade such as the
perceIved constramts of "unfaIr" competItiOn WIth foreIgn buyers and amongst
themselves

Also reducmg the tax burden on rattan through deregulation would lead
to hIgher pnces for producers, discouragmg forest converSIon by rattan gatherers
and planters to non-rattan usage Thus

ill 1 ReductIon of the Export Taxes on Raw and SemI-FIDlshed Rattan
»> OptImal Export Tax There IS the potentIal for IndoneSIa to explOIt Its

natural world market power m rattan raw matenals by raIsmg raw rattan pnces ThIS Will
tax foreIgners (through hIgher raw rattan pnces to all buyers domesnc and foreIgn) to the
benefit ofIndonesIa as a whole ThiS could be accomphshed through an optimal export
tax (DoT 1992a) calculated to be one whIch maxlmizes the net "profit" to the whole
mdustry, mthe face ofa poSSIbly elasnc world demand for rattan furruture, and the abIhty
of some neIghbounng countnes to supply raw rattan to that market

Such a tax dIffers from the current pollcy by bemg applIed to all rattan bemg
exported. not only that m the fonn of raw and semI-processed rattan (1 e mcludmg
furnIture as well) By contrast, the current polIcy does not tax the raw matenal gomg mto
domestically produced furnIture. and the current export tax rate IS likely to be much too
hIgh. Implementmg such a tax can be costly and these admInIstratIve costs should be
reckoned m decIdmg whether Its benefits are large enough to exceed Its costs A separate



questIon that must be dealt WIth IS who should be the reCIpIent of thIS tax--should the
revenues accrue to mdustry particIpants or the government

An opuma] export tax would raIse costs by some amount for IndoneSIan furruture
makers, but from the rapId expanSIon they have followed In the last 6 years, negatIve
effects on then performance should be modest They have clearly become competItIve
Wlth rattan fWVlture makers outsIde the country, at least In those lInes they make and
markets to WhICh they now sell And such a tax would open up poSSIble sales by semI
fimshed rattan and furruture component producers to mche furniture makers outside
IndoneSIa, ralSlng mcomes to rattan farmers and collectors

ObjectIOns to a reduced export tax could be met WIth the suggestIOn that some or

all of Its revenue be earmarked for rattan development It should be noted, however, that
past expenence of earmarked taxes e g, CESS 1976-1981, were far from unqualified
successes AllocatIon of funds proved partIcularly problematIc

»> AbolItlOD of the Export Taxes The optIOn of abohshmg the export tax
altogether on semI-fimshed rattan, If not also on raw rattan, presents dIfncultIes and
Opportumtles On the one hand, It can be argued that about ten year's protectIon of the
mdustry has borne fruIt The mdustry has grown and so too Its demand for IndoneSIan
rattan bnngmg pnces closer to world pnce levels Smugglmg would become a non-Issue
But, although some mthe Industry claIm they could now compete for raw matenal, others
at the margm would face dIfficultIes and m the short-term unemployment would nse
locally Employment would mcrease where exports of prevIously banned rattan took
place Pnces for raw matenal would mcrease but so too would supply And enJoYIng
hIgher sale pnces rattan producers would be less InclIned to convert theIr land to other
uses

Answers to questIons about supply and demand responses to removal ofthe expert
taxes are needed before abohtIOn IS senously considered by pohcy-makers

ill 2 Beyond Deregulation ofWebbmg Exports
As ofDecember 1996, by VIrtue of Its absence from the MInIStry ofFmance's lIst

of taxable export commodttIes (remforced by a statement from the Department ofTrade
and Industry (DoT&1 1997?2 For several years the argument had been made for allOWIng
exports of webbmg to mcrease demand for cultIvated rattan m KalImantan Webbmg
productIOn capacIty m Kahmantan had always far exceeded the capacIty of IndoneSian
manufacturers to absorb It But how long WIll It take for the Industry, 10ng-mactIve, to
tool-up and recapture old markets wluch may have been lost to other producers?

An Important precedent has been set Its outcome should be closely morntored
Its benefits (e g, hIgher pnces for small-scale producers, mcreased cultIvatlOn by
smallholders) may have, one day, to be weIghed agamst complamts from those (few) m
the furnIture mdustry who mIght claIm that theIr supplIes of webbmg are bemg
constramed

ill 3 ConversIOn of the Approved Exporters System and JOint Marketmg
Board for Lamplt Rattan Exports to a Voluntary Trade Arrangement
Fonnal abolItIon of the ETLR and Its marketIng ann IS a step that may be dtfficult

for poltcy makers to take An amendment to the enablmg decree and subsequent decrees
whIch establIshed the system could stipulate a new, voluntary status

It IS not clear whether tlus has been aclueved by "e-clasSIficatlOn ofwebbmg to Its (ongmal) "finIshed"
status or whether the tax has been set at 0%



The outcome ofre-opemng the lampa trade would probably result In a number of
benefits (a) DIverSIficatIon ofsellIng optIOns for labour-IntensIve, small-scale producers
would encourage tIns sector to grow agaIn WIth more WIdely-chstrIbuted benefits such as
mcreased employment. (b) lower costs because present fees would no longer be charged,
(c) pnce sIgnals would be conveyed chrectly to producers, (d) allOWIng buyers to operate
In IndoneSIa yvould encourage dlverSlficatlOn and better qualIty as well as bnng
mformatIOn to producers about competIng products and (e) export value of lampl! would
probably Increase mthe long tenn because ofIncreased output OffiCIal statIstIcs mIght,
at first, obscure tlns trend because ofcurrentunrelIabIlIty ofexport pnce data (see above)
More sellmg optIOns and lower costs would help IndonesIa to compete WIth Cluna and
other producers

III 4 Allow the Export of All Marketable Grades of Lamplt
Allowmg the export of low-grade AF Putlh and Charles lamplt would proVlde

greater returns to the small-scale cottage Industry because profitabilIty would Increase
With greater utIhsatIOn of waste rattan ThIS In tum would Increase demand for the
currently low-pnced sega, lrlt andjahab cultlvatedTattans and thereby act as a force for
sustamabilIty, not (as the ban's proponents claImed) agamst It Japanese taste for the low
grade lampl! had been growmg before they were banned IfIt IS argued that these lampl!
can no longer compete WIth say SubstItutes from Cluna, made from bamboo or even rattan
smuggled from indoneSIa, then let buyers be the Judge ofthat There IS every lIkelIhood
that such lampl! WIll regam part of Its old market nIche and perhaps find other markets

Tlus optIOn, though ofvalue In ofItself, may be constramed In Its success unless
Opnon III 3 IS realIsed.

ID.5 AbolISh the SAKB and SAKO Licenses for Rattan Transport, above
all for Cultivated Rattan
EstablIsh a less bureaucratIc, tIme-consumIng and costly system for Issumg

transport lIcenses and one that lS chstmct from that for logs presents vanous dIfficultIes
Delays may be reduced but charges may SImply be concentrated m fewer hands Other
functIOnanes Will stIll regard rattan cargoes as subject to InspectIOn A better approach
would be to abolIsh the SAK-B and SAK-O for all cultIvated rattans (see below) Better
stlll would be the abohtlOn of rattan transport lIcencmg altogether

Transport costs wouldreduced andprobably translated mto Ingher forest/farmgate
pnces for producers Wouldthere be more smugglIng? Smugglers CIrcumventthe system
now anyway ThIs optIOn and the one to remove royaltIes are obVIously closely lInked
(see below)

II1.6 Removal of the Royalty Levy on CultIvated Rattan
There IS lIttleJustIficatIon for a royalty/stumpage fee on cultIvated crops mvested

In by farmers (no JustlficatIon If one pnvate land) m contrast to harvest of WIld forest
products m state lands where harvesters may enJoy exceSSIve rents SImIlar cultIvatIOn
systems m indoneSIa (e g tree crops such as coffee, cocoa, casslavera) face no such taxes
Ehmmatmg royaltIes and associated transport lIcences such as SAK-B and SAK-O (see
above) should slgmficantly reduce costs and probably result mIngber pnces for producers
andgreatermcentlves to mamtaIntheIr rattan-productlon systems ratherthanchange theIr
land use to other crops

Given that It may be consIdered too d1fficult to dtstIngUIsh between cultIvated and
wIld rattan, there IS a case for abohslung the lHH for all rattan On the unlIkely
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assumptlOn that IHH IS paId for all rattan, It would probably amount to less than US$l 0
mIllIon annually In reahty, only half thIS figure may be currently collected

AlternatIvely, In Kalimantan, the trade ofall smaU-dIameter rattan (Over 95% of
such traded rattan IS culnvated), say less than 20 mm dIameter could be deregulated Of
course, there IS always the danger that local government WIll regard thIS as an OpportunIty
to put Its own revenue-eammg taxes on rattan Tlus touches on the Issue of reglOnal
restrIctIOns on rattan trade whIch IS covered below

ill 7 DebureaucratlsatIon of the Harvestmg Licence
Reduce the number of steps Involved m obtammg a harvestmg hcence Allow

longer penods ofvahillty to prevent the need for repeated renewal LIke III 6 and III 5,
above, tlus would reduce costs ofrattan productlOn and result m correspondmg mcreases
In pnce for small-scale producers

ill 8 Removal of Inter-Island RestrictIOns OD Rattan ShIpments
Inter-Island restncnons on the slnppmg ofraw (asa/an) rattan from South, Central

and South East SulaweSI should be removed RegIonal semI-firnshmg finns would then
have to compete Wlth buyers from other regIOns, exertIng upward pressure on rattan at
the forest and fanngate, benefitmg small-scale producers, revIvmg the small trader
mdustry for raw rattan processmg (e g , drymg, frymg and sulphunng) and dIscouragIng
some smugglmg

The Ideal polIcy response that would achIeve tlllS would not be an ad hoc
InstructIOn from the centre to the Governors but rather a hIgher level stIpulatIon that the
trade In pnmary commoditles amongst proVInces shall not be hmdered eItherby non-tanff
or tanff barners The alternatlve may the prospect of prolIferatmg mter-Island trade
barrIers notJust for rattan, WIth sigruficant dIstortlOnary effects on economIC growth and
dIVISive trade dIsputes Wlthm IndoneSia

Option IV -- Development Projects
Government mvestment m vanous kmds of development projects can proVIde

benefits, though these often tend to be lImIted m scope because ofhmIted resources And
some projects (e g , dIssemmatIOn ofmfonnatlOn) have a far Vvlder reach than others (e g ,
full-asSIstance, subSIdIsed credIt packages)

IV 1 CultivatIon Projects
CultlvatIon projects have been comidered as an Important means ofencouragmg

plantmg ofrattan by smallholder fanners TypIcally these melude proVISIOn ofsubSIdIsed
credIt

IndoneSIa's past expenenee Wlth subSidIsed credIt mdIcates that the outcome WIll
be high arrears and dIssatIsfactIOn WIth the declsIOn-makmg process ofwho receIves such
credIt and who does not AlternatIvely. the checks and balances against abuse may be so
unWIeldy as to greatly slow down the programme Fmally It IS well to remember that for
many decades smallholders have cultIvated rattan WIthout any government assistance
whatsoever And the knowledge of such farmers may be of more use than formal
extensIon agents

Wider benefits for rattan cultIvators and gatherers would result from the
follOWIng
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assumptIon that lliH IS paId for all rattan, It would probably amount to less than US$l0
mIllIon annually In realIty, only halftlus figure may be currently collected

Alternatlvely, 10 KalImantan, the trade ofall small-dIameter rattan (Over 95% of
such traded rattan IS cultlvated), say less than 20 mm c.:hameter could be deregulated. Of
course, there IS always 'tlhe danger that local government WIll regard thIs as an OpportunIty
to put Its own revenue-earnmg taxes on rattan Tlus touches on the Issue of regIOnal
restrlctlons on rattan trade wluch IS covered below

ID.7 DebureaucratIsatlOn of the Harvestmg Licence
Reduce the number of steps mvolved m obtalmng a harvestmg lIcence Allow

longer penods ofvahdIty to prevent the need for repeated renewal LIke III 6 and III 5,
above, tlus would reduce costs ofrattan productIOn and result In correspondmg mcreases
m pnce for small-scale producers

ill 8 Removal of Inter-Island RestnctIons on Rattan Shipments
Inter-Island restnctlOns on the sluppmg ofraw (asa/an) rattan from South, Central

and South East SulawesI should be removed RegIOnal seml-fimshmg firms would then
have to compete With buyers from other regIOns, exertmg upward pressure on rattan at
the forest and farrogate, benefitIng small-scale producers, revIvmg the small trader
mdustry for raw rattan processmg (e g , drying frying and sulphunng) and c.:hscouragmg
some smugglmg

The Ideal polley response that would achIeve thts would not be an ad hoc
mstructlon from the centre to the Governors but rather a lugher level stlpulatlon that the
trade m pnmary commodItIes amongst provmces shall notbe hmdered either by non-tarIff
or tanff barrIers The alternatIve may the prospect of prohferatmg mter-Island trade
barrIers notJust for rattan With SIgnIficant d.1stortIOnary effects on economic growth and
dIVISive trade disputes WItlun IndoneSia

Option IV --- Development Projects
Government Investment In vanous kmds of development projects can proVide

benefits, though these often tend to be lImIted m scope because oflumted resources And
some projects (e g , dIsSemInatIOn ofmformatIon) have a far Vvlder reach than others (e g ,
full-asSIstance, SUbSIdIsed credIt packages)

IV.I CultIvation Projects
CultIvatIon projects have been conSIdered as an Important means ofencouragmg

plantmg ofrattan by smallholder farmers TypIcally these mclude prOVlSlon ofsubSIdIsed
credIt

IndonesIa's past expenence With SUbSIdIsed credIt 10dIcates that the outcome WIll
be hIgh arrears and dIssatisfactIOn With the decision-makmgprocess ofwho receIves such
credIt and who does not Alternatively, the checks and balances agamst abuse may be so
unWleldy as to greatly slow,down the programme Fmally It IS well to remember that for
many decades smallholders have culttvated rattan WithOUt any government assistance
whatsoever And the knowledge of such farmers may be of more use than formal
extensIon agents

WIder benefits for rattan cultlvators and gatherers would result from the
follOWing
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IV 2 Pilot Projects as Polley Expenments
Another kmd of development project promIses much Wlder benefits the plIot

project as polley expenment, 1 e, testlng Impiementatlon of a proposed new polIcy
scenano There IS a pressmg to need to deVIse and test m pdot projects fonnal systems
of land-use recogrutlOn that would grant secunty of tenure for cultivators of rattan and
allow the estabJlshment ofextrae1J.ve reserves Once tested they should prOVIde Important
mput to producmg enablmg pohcles for agroforest and extractIve reserve management
throughout Indonesia

Unnl these pohcles are In place, blOdIverse and economIcally-VIable forest
systems under mdlvldual or commumty management WIll connnue to face the threat of
overlappmg land-use nghts, e g , loggmg damage to rattan In conceSSlOns created long
after rattan agroforests were establIshed there by local people (Fned 1994b)23 or settlers
who Ignore customary rules that restnct e}\.ceSSIve harvestmg of rattan In locally
recogmsed extractive reserves e g Danau Sentarum forest areas West Kahmantan
(peters 1995)

IV 3 DlssemmatlOn of Market Information
DIssemmatlon of market mfonnanon could help empower raw-rattan sellers m

remote areas where traders are few, e g, radIO broadcasts of pnce/quahty mforrnatlOn
NGOs mIght be Wlllmg to help develop thIS relatively low-cost approach, e g, by
establIshmg warung mformml for market mformatlon whIch mIght also mclude new
regulatlons or Opporturuties offered by development schemes m then area

IV 4 inclUSIOn of Rattan ID the Bl1IQ Desa Butan
The government-mandated commumty development progrnmme BmaDemHutan

(now PMDH), the responsIbIlIty ofnatural prodUCTIon forest conCeSSIOnaIreS, focusses on
food-crop agnculture ConcesslOnalres have dIfficulty m proVIdtng relevant and expert
aSSIstance to smallholder farmers The PMDH should be fleXlble enough to allow
conceSSiOnaires to refocus theIr efforts If so requested by local commumtles, e g , to
transport large quantltles of rattan from cuttlng blocks before loggmg

IV 5 ClarIficatIOn of Land Tenure
The greatest benefit for cultivators would be clear and uncertaIn access nghts to

theIr resource, above all m areas where rattan plots are long-estabhshed but other
InstltutlOns have been granted competmg land-use nghts by government, e g , productIon
forest conceSSIOns, mdustnal forest plantatIons and protected areas The establIshment
of extractIve reserves for wIld rattan IS a more complex challenge The M1rnstry of
Forestry's Hutan Kemasyarakatan programme may, however, offer an entry pomt to the
sustamable development of extractIve reserves

IV 6 IntegratIOn ofFarmer/GathererKnowledge lOto the Research Process
As research InstItutes pursue studIes mto nnprovement cultlvatlOn technologtes,

It IS well to remember that some cornmumtles have been culttvatlng rattan for
generatIOns Farmers m such commumties can be a font of knowledge for receptIve
researchers Not only may they have developed novel approaches but theIr responses to

ConcessIon managers and MoFr offictals lament the problem of settlements developmg W1thm
concessIOn boundarIes, so-called, desa masuk hutan In the case CIted above, however, it would be
more correct to use the tenn hutan masuk desal



practIces recommended by research mstItutes can provIde InSIghts that mIght otherwIse
escape even the most dIlIgent researcher Acceptmg the value ofmdIgenous knowledge
may, for some research mstItutes, reqUIre an explIcIt slnft In research polIcy

WIthout suffiCIent learnmg from farmer expenences, recommendatlOns for
technologIes for development projects run a greater nsk ofbemg mappropnate to local
condItIOns

11. Recommendations for Further PolIcy Research
The present study IS an mtroductIon to the rattan polIcy domam As such, It leaves many

questIons unanswered Further polIcy research IS warranted SuggestIons for future polIcy
rcsearch arc gIven beloVv

1 OptImal Export Tax
Study the poSSIbIlIty oflmposmg an optImal export tax, mcludmg

• The level ofan export tax on rattan that 15 optImal for IndoneSIa, gIVen Its market
share, the substItutes aval1able to funllture buyers, and the lIkelIhood ofIncreased
raw rattan supplIes commg from nelghbounng rattan-growmg countrIes as pnces
nse,

• How the tax level IS to be vaned on dIfferent rattan products, such as a functIon
of the raw matenal content of each product,

• The costs of collectmg the tax, mcludIng those dIffenng by product type,
and

• The best path or speed by whIch to lower the eXIstmg tax to Its optImal level
• SettIng the tax also WIth an aIm to reduce the mcentIve to smuggle
• Fmally, explore also the lIkely outcome ofremovmg the tax altogether

2 Outcome of Export DeregulatIOn
Momtor the outcome of the deregulatIOn of exports of rattan webbmg, trackmg

dIscenuble benefits and poSSIble drawbacks over the short- and medIUm term
EstablIshmg the benefits e g hIgher farrogate pnces more employment m the expandIng
webbmg mdustry and greater export value as well as competItIveness, Wlthoutthreatenmg
domestIC furmture manufacturers, would proVIde a compellIng argument for further
deregulatIOn Webbmg output may appear modest but could have a sIglllficant effect on
the profitabIlIty of producmg the semi-filllshed products core and peel WIll world
markets lost (partIcularly to Chma) after the ban, be regaIned?

3 The Impact of Hlgh and Low Prices
Study dIfferent rattan harvestIng responses to nsmg and fallIng pnces

WhIle the present problem IS low pnces, concern has been raIsed m the past that
hIgh pnces are also a threat to rattan resource because of over-expIOltatIOn.
IndIcatIons to date are that thIs fear may have been exaggerated for most speCIes
Most WIld. large-dIameter canes may have flowered adequately to ensure
regeneratIon before they are old enough to be of marketable qualIty To what
extent IS thIs so? Could an outcome-based regulatory framework replace the
eXIstIng bureaucratIc method ofgrantIng harvestIng lIcences?

4 RecogDltlOn of Long-estabhshed Rattan Agroforestry Systems
Cntlcally determme the enVIronmental, SOCIal and economIC values of long-



establIshed (tradItIOnal) rattan management systems to support the ratIOnale for alloWIng
local commumties more secure access to the wIld rattan resource For over a century
some commurutles have cultivated rattan m a sustamable manner How can such
productlOn systems be protected from encroachment by outsIders, be they settlers or
conceSSIOns for natural production forests or mdustnal plantations?

5 The Value of Local Knowledge about Cultivation and Gathermg
investigate the value of mdlgenous knowledge about rattan gathenng and

cultIvatIOn to research, consIdenng both novel practices and responses to recommended
practices To take one example, compare the recommended practIce of evenly-spaced
plantmg WIth less umform, traditIOnal spacmg which may better accommodate habltat
specIfic charactensttcs (as descnbed by Fned 199b)

6 DetermmatIOn of Rattan Stocks
DeVise a practicable means ofassessmg the stock ofpotentIallv-commerctal rattan

m IndoneSIa To what extent can the NatIOnal Forestry Inventory system be adapted to
rattan mventory needs? Assessmg the stock of commerCIal speCIes and sub-groups
(currently, around 30) as well as potentIally commerCIal species amongst the
approXImately 300 rattan speCIes In IndoneSIa. IS a fomudable task GIven the Importance
of knowledge about rattan stocks but thehmited avaIlabIlIty of appropnate human and
finanCIal resources rapId but rehable measures are essentlal Can models be constructed
around eXlstmg tImber mventones and remote-sensmg data?

7 Ecolabelhng
Explore prospects for forest certIficatIOn and ecolabellmg ofcultIvated and WIld

rattan productlOn systems Rattan may prove to be an Ideal candIdate for forest
cemficatIOn for ecolabelhng above all cultIvated rattan system mKahmantan whIch have
been sustamable for over a century No chemIcal pestiCides or femhsers are used (but the
sulphunng process maybe problematIc) Could ecolabelltng give IndoneSIa acompetltIve
advantage over rattan products from Cluna? Products made In Chma from rattan
smuggled out of Indonesia would probably not be eltglble for ecolabellmg
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