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SECTOR ASSESSMENT (SUMMARY): AGRICULTURE, NATURAL RESOURCES, AND 
RURAL DEVELOPMENT (FORESTRY SUBSECTOR)1 

Sector Road Map 

1. Sector Performance, Problems, and Opportunities   
 
1. Indonesia has 190 million hectares (ha) of territory and a population of 250.6 million 
(2014). About 32,000 villages are in and around forest boundaries, and 50–60 million people 
live in the forestland. In 2013, nearly 55% of the population was dependent on land for 
subsistence. Forestry provides a major source of employment (3.76 million workers in 2010) in 
Indonesia—including timber harvesting, wood, pulp and paper processing, as well as furniture 
making. The benefits provided by Indonesia’s forests extend far beyond forest products and 
employment. They provide habitats for 17% of the world’s bird species, 16% of reptiles and 
amphibians, 12% of mammals, and 10% of plants. They protect freshwater supplies and 
regulate the speed of river flows. They provide vital ecosystem services, including watershed 
protection and water regime quality, soil fertility, flooding and erosion control, and maintenance 
of game habitat and fisheries. 
 
2. Indonesia used to be densely forested, but 40% of the forests were lost from 1950 to 
2000. Forest cover fell from 162 million ha to 94 million ha. Nonetheless, Indonesia has the third 
largest area of tropical forest. The Ministry of Environment and Forestry (MOEF) has classified 
about 133 million ha as forest estate.2 The forest estate includes primary forest, agricultural 
land, and roads to human settlements. The forest estate is zoned as (i) permanent forest for 
production, protection, and conservation purposes; and (ii) convertible production forest, which 
may be allocated for other purposes such as estate crops, agriculture, mining, and settlement. 
Forestry’s share of gross domestic product has declined since 1965, but it still provides income 
for the majority of households. Smallholder production and industrial forestry are each estimated 
to contribute 3%–4% of gross domestic product.   

  
3. Indonesia has a dual system of land control, creating overlapping regulations and 
guidelines, and ambiguous provisions regarding the management and administration of land 
and land-based natural resources. This is due to continued administrative separation between 
the MOEF and the National Land Agency (BPN) with respect to land. In addition, large numbers 
of the general population and landholders adhere to customary (adat) rights to land. The 
multiple claims to land weaken spatial planning processes at different levels of government and 
across sectors, making them mostly inconsistent with each other. The complex tenure 
arrangements and lack of protection and recognition of customary rights make land, and 
associated natural resources, a source of conflict. This needs to be addressed, for the long-term 
development of small and marginal landholders and forest dependent communities and for 
broader national growth and sustainable natural resource management. 

 
4.  Indonesia’s annual greenhouse gas (GHG) emissions caused by deforestation, forest 
degradation, and peat decomposition are estimated to be 320–430 million tons of carbon 
dioxide equivalent (CO2e) from 2001 to 2012.3 The government has prioritized reducing GHG 

                                                
1
  This summary is based on the Government of Indonesia, Forest Investment Plan for Indonesia, 2012. Jakarta 

(https://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/fip_6_indonesia_0_0.pdf). 
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  The MOEF manages forest estate while the National Land Agency (BPN) manages the remaining non-forestland. 
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  Government of Indonesia, Ministry of Environment. 2010. Indonesia Second National Communication under the 

United Nations Framework Convention on Climate Change. Jakarta. (http://unfccc.int/files/national_reports/non-
annex_i_natcom/submitted_natcom/application/pdf/indonesia_snc.pdf). 
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emissions by 29% below business-as-usual levels by 2030. To achieve the targets, the National 
Development Planning Ministry (BAPPENAS) has identified forests and peatland as one of six 
key sectors, and set emission reduction targets of 0.67 gigatons of carbon dioxide equivalent for 
forests and 1.04 gigatons of carbon dioxide equivalent for peatland. 
 
5. Several factors drive deforestation and forest degradation in Indonesia. In West 
Kalimantan, the key drivers include (i) commercial logging, (ii) forest conversion to agriculture, 
(iii) mining (primarily coal and gold), and (iv) uncontrolled fires. The underlying causes of 
deforestation and forest degradation include (i) inconsistent and inadequate spatial planning 
(owing to limited accurate data to inform regional spatial plans), (ii) unclear land use rights and 
conflicts, and (iii) weak governance. These issues are illustrated in the problem tree.   

 
6. The risk of forest fire is increasing in Kalimantan, with forest clearance and the impacts 
of climate change, including El Niño-induced droughts. Climate change—mainly evident through 
increased temperatures, low rainfall in the dry season, and high precipitation in the wet 
season—is expected to increase the risk of forest fires, droughts, and floods. The rise in forest 
fire risk will have adverse implications on human health and biodiversity loss.   

 
7. Indonesia has embraced the concept of reducing emissions from deforestation and 
forest degradation, conservation, sustainable management of forest, and enhancement of forest 
carbon stocks (REDD+) to mitigate emissions, while creating incentives for structural and sector 
reforms. Key levers for addressing REDD+ preparedness and implementation include 
institutional strengthening, land use planning, community development, and strengthening of 
forestry enterprises. Investment in these areas should provide important economic and 
sociocultural benefits, including 

(i) better recognition of legitimate rights to land, leading to a decline in competing 
land claims and land-related conflicts; 

(ii) increased investment in degraded areas, enhancing their contribution to poverty 
reduction, timber production, and environmental services; 

(iii) more transparent and equitable sharing of forest benefits, including REDD+ 
benefits; 

(iv) an enhanced investment climate, which provides more business stability and a 
stronger basis for future growth; 

(v) more effective local community participation in planning processes and 
strengthened negotiating capacity and local participation in governance 
platforms; 

(vi) contributions to local economies by providing livelihoods to communities living 
near forest areas; and  

(vii) enhanced access to non-timber forest products and other forest benefits. 
 

2. Government’s Sector Strategy 
 

8. The legal frameworks for managing state forestlands and the forest resources are (i) 
Indonesia’s Constitution Article 33; and (ii) the Basic Forestry Law (UU No. 41/1999). The basic 
principles and objectives of these frameworks are supportive of REDD+ and include (i) planning: 
private, public, and community rights; (ii) management to regulate private and public 
involvement; (iii) research and development, education, and forest extension; and (iv) 
monitoring.  
 
9. The Forestry Long Term Development Plan, 2006–2025 sets the vision for development 
of the forestry subsector as “a pillar for sustainable development by 2025.”  One of the goals of 
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the 20-year plan is to improve social welfare and raise society’s role in supporting responsible 
and equitable forest management. Since 2007, REDD+ has become a focus of forest policy 
development. 4 
 
10. The Basic Forestry Law enables forest management through Kesatuan Pengelolaan 
Hutan (forest management units (FMUs/KPHs)), which are responsible for developing, 
implementing, and/or overseeing site level forest governance and management—including 
preparing participatory plans, enforcing forest regulations such as forest fire control and other 
illegal practices, and negotiating with local communities on issues such as land use rights and 
forest access.  FMUs are under the authority of subnational governments, increasing 
accountability to local stakeholders. In 2007, the government passed legislation to prioritize 
FMUs and safeguard the public function of forests. This resulted in the formation of 600 FMUs 
over the whole forest estate. BAPPENAS informed the MOEF that the budget is conditional on 
achieving FMU implementation targets—a requirement referred to as “no KPH no budget.” The 
transition to a decentralized management regime for forests remains central to the mission of 
the new MOEF. A priority of the National Medium Term Development Plan 2015-2019 (RPJMN 
is to have 340 FMU operational by 2020). 
 
11. Specific articles in the Basic Forestry Law ensure sufficient participation for 
communities, either local or customary. To site some: (i) the government is obliged to 
encourage people’s participation in various forestry activities and to achieve this participation 
with the assistance of a stakeholder forum (to this end, the National Forestry Council was 
formed); (ii) customary law communities, as long as they exist and are recognized, have the 
right to collect forest products for daily needs, undertake forest management under customary 
laws (that do not contradict national laws), and be empowered to improve their welfare; (iii) 
communities can use forest and forest products and be informed about plans for forest 
allocation, forest product utilization, and forestry information; (iv) communities have the right to 
compensation for losing access to forests following their designation as forest area, in 
accordance with prevailing laws and regulations; and (v) communities are obliged to participate 
in maintaining and preventing forest areas from disturbance and damage, and can seek 
assistance and guidance in this from third parties.  
 
12. The Constitutional and Supreme Court decisions MK45/2011, MK35/2013, and 
MA47P/Hum/2011 (23 December 2013) changed the perception and legal basis for the MOEF’s 
authority over forest estate. These decisions require the government to gazette forestland 
before legal recognition as state forestland, recognize the legitimacy of adat communities to 
land title, and clarify the retrospective nature of nominal forestland. To support the sustainable 
management of forests, it is important to implement institutional models (such as KPHs), which 
can work in partnership with local stakeholders, including adat communities. 

 
13. REDD+ is a key component of the National Action Plan to Reduce GHG Emissions 
(RAN GRK), with six relevant strategies: (i) reduce deforestation and forest degradation to cut 
GHG emissions; (ii) increase forest plantation areas to improve GHG absorption; (iii) enhance 
the protection of forest from fires and illegal logging, and improve sustainable forest 
management; (iv) improve water and watershed management and stabilize the water levels in 
peat areas; (v) optimize land and water resources; and (vi) apply land management technology 
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and cultivation with low emissions and optimal absorption of CO2.
5  The RAN GRK is 

implemented by ministerial level agencies at national level and provincial governments at 
subnational level. 

 
14. National Action Plan for Reducing Greenhouse Gas Emissions (RAN GRK) is part of the 
National REDD+ Strategy, issued in June 2012 and was developed through a consultative 
process with multiple stakeholders. It places emphasis on addressing the underlying drivers of 
deforestation while improving the livelihoods and security of forest-dependent communities, and 
enhancing the protection of biodiversity. It emphasizes efforts to reform governance in forestry 
and spatial planning related to forests and peatlands. This will improve security and sustainable 
livelihood opportunities for local communities. Significant progress has also been made in 
developing strategy and action plans for 11 priority provinces; the REDD+ safeguards 
approaches and safeguards information system; and a measurement, reporting, and verification 
framework. 

 
15. Several subnational REDD+ activities are also under way. Most are small-scale activities 
at the project level; others are larger in scale and will test REDD+ strategies at province or 
district level. Several demonstration projects have emerged in parallel with REDD+ readiness 
activities. As of January 2016, 112 REDD+ demonstration projects have been recorded; 21 are 
official pilot projects or demonstration activities, supported mainly by bilateral donors and other 
partners. 
 

3. ADB Sector Experience and Assistance Program  

16. ADB has provided limited assistance to the conservation and rehabilitation of forests 
through projects such as (i) mangrove rehabilitation and management in Sulawesi and Aceh 
provinces; (ii) monitoring the sustainable use of forest resources by the private sector; and (iii) 
tropical forest conservation in Flores and Siberut regions in West Sumatra, and Central 
Sulawesi. A project on sustainable forest management in Kalimantan, funded by the Global 
Environment Facility and ADB Climate Change Fund, is in progress.6   
 
17. In 2012, ADB, in cooperation with the World Bank and International Finance 
Corporation, helped the government prepare a forest investment plan supported by the Forest 
Investment Program. The objective of the investment plan is to reduce the barriers in the 
subnational and increase provincial and local capacity to implement REDD+ The investment 
plan will contribute to the objectives of the master plan for the acceleration and expansion of 
Indonesia’s economic development, 2011–2025; the National Action Plan to Reduce GHG 
emissions; the National REDD+ Strategy; and the West Kalimantan REDD+ Strategy.7 The 
plan’s objectives are closely aligned with the National Medium Term Development Plan, 2015–
2019; the Long-Term Forest Management Plan, 2015–2019; the National REDD+ Strategy; and 
the Heart of Borneo National Strategic Plan of Action, 2015–2019. 8  

                                                
5
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National Action Plan for Greenhouse Gas Emissions Reduction. Jakarta. 
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  Indonesian REDD+ Task Force. 2012. REDD+ National Strategy, Jakarta, Indonesia. 
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Problem Tree for Agriculture, Natural Resources, and Environment (Forestry Subsector) 
 
 
 

National 
Impacts 

Constrained sector contribution to national economic growth, which includes net trade, rural employment 
creation, rural livelihood, continuing erosion of natural capital, and increasing vulnerability to climate change. 

Sector 

Land, water, forest, 
and marine 

increased exposure 
to climate change 

and biodiversity loss. 

Stagnant rural economy, 
low level of rural 

livelihood, and heavy 
dependence on primary 

production systems. 

Low factor 
productivity, low 
value added and 

limited backward and 
forward linkages. 

Less diversified rural 
economy, limited 

employment 
opportunity, and high 

poverty incidence. 

Weak and 
inefficient rural 

sector 
enterprise 
structure. 

Deforestation and forest degradation, fragmented policy and weak institutional and technical capacities, low 
income of forest communities, increased greenhouse gas emissions, and high vulnerability of forest 

communities and ecosystems to climate change.  

Core 
Subsector 
Problems 

Forest conversion to other land uses 
(agriculture, mining, infrastructure) Effects 

Commercial logging (legal and 
illegal) 

Uncontrolled fires 
(anthropogenic and natural) 

Poor spatial planning and unclear 
land demarcation. 
 
Lack of reliable data and 
information, unintegrated sectoral 
planning, non-recognition of rights 
of local communities, tenure 
conflicts, lack of sustainable 
livelihood options, inadequate 
bottom-up and integrated 
planning processes. 

Causes 

Weak governance and capacity 
at national and subnational 
levels.  
 
Limited stakeholder participation 
and collaboration lack of 
harmonized policies and weak 
cross-sector coordination 
knowledge gaps on technical 
and business expertise, low 
transparency and accountability, 
low institutional capacity of 
implementation. 

Ineffective enforcement regime. 
 
Underperforming FMUs, poor 
forest management system, 
inadequate local funding, 
ineffective surveillance, and 
lack of technical capacity. 




