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Executive summary

Between 1997 and 2005, CIFOR and its research
partners conducted studies on the role of non-
timber forest products (NTFPs) in community
livelihoods in East Kalimantan Province,
Indonesia. One research component focused on
the changing land-use dynamics and community
livelihoods in a rapidly changing landscape. At
that time, rattan was considered a good model
NTFP — it had many of the characteristics typical
of NTFPs, including the potential to cultivate it
outside of a closed-canopy forest environment. In
addition, global and domestic demand was high,
prices were high and rattan was easy to produce.

The present study assessed the current status of the
rattan industry in Indonesia, with a specific focus
on West Kutai District, East Kalimantan, to review
changes over time in rattan trade and community
welfare. For this, we used a combination of a
desktop study and in-depth interviews with

40 individuals who work in different sectors of the
rattan market chain — from rattan harvesters and
farmers to rattan furniture producers and exporters
— to gain a better understanding of the rattan
trade system in Indonesia. We also conducted
repeat household livelihood surveys, which allowed
us to assess how the role of rattan had changed over
the previous seven years and how these changes
were related to changes in household welfare.
Finally, we conducted a multivariate time series
analysis of a range of macroeconomic variables to
determine which variables most strongly influenced
rattan prices and trade volumes.

By the end of CIFOR’s research in 2005, it had
become clear that rattan was not going to be a
major source of community income, and that
non-forest cash crops such as rubber and oil palm
would become more prominent sources of income.
Our interviews in 2011 with individuals along the
rattan supply chain confirmed that the rattan trade
in Indonesia is very much reduced today. The main
reason seems to be the low rattan prices at the farm
gate. Farmers in CIFOR’s former study sites prefer
to invest their time and money in rubber and oil
palm, or sell their land to any of the many coal-
mining and oil palm companies in the district.

Quotes from interviews:

A rattan farmer: “Although we are one
community here, even our brothers try to
steal our land to sell it to companies.”

A rattan trader: “Morality has changed in
West Kutai with all the developments — ir
is all money grabbing — rattan does not fit
anymore in that world.”

A rattan intermediary: “Now the money is
looking for rattan, whereas in the past rattan
looked for money.”

A Samarinda-based trader: “If the
government does not get on top of vil palm
and coal, rattan will be dead soon.”

Repeat livelihood surveys in 2011, revealed

that since 2004, the role of rattan as a source of
community income had declined. Only 3% of
households with rattan gardens actually obtained
an income from rattan in 2010, compared with
8% in 2004. Overall, nominal household incomes
increased, for households with and without rattan
gardens. The increases in nominal household
incomes are statistically significant, but not when
real incomes are calculated based on annual
inflation rates.

An analysis of the rattan market chain and
information from informants strongly suggests
that rattan prices are kept artificially low through
price fixing within a cartel of rattan traders,
although no concrete evidence for such a cartel
is available. Prices of rattan at the farm gate are
also kept low by export quotas for unprocessed
and semi-processed rattan, as well as the relative
strength of the rupiah. International demand for
Indonesia’s raw rattan remains high. It appears,
however, that export quotas and poor control of
export volumes have resulted in significant levels of
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international smuggling of unprocessed and semi-
processed rattan.

Export volumes of Indonesian rattan products (as
opposed to unprocessed and semi-processed rattan)
are also in decline. The main reasons for this
appear to be reduced overseas demand following
the global economic crisis of 2008, the relative
strength of the rupiah and the loss of Indonesia’s
competitive edge to other countries such as
China. In addition, compared to its competitors,
Indonesia reportedly has higher transaction costs,
including taxes, tariffs, administrative costs and
transportation costs, such as container handling.

Indonesia’s policy on the export of raw and semi-
processed rattan has changed considerably over
the past few decades from total trade bans at one
extreme to unlimited trade at the other. Such
policies appear to be strongly influenced by an
oligopoly of rattan traders. Partial export quotas
specified in a 2005 Ministerial Decree and the
resulting restricted trade opportunities appear to
be the main reasons why raw rattan prices remain
low compared with other commodities and
general inflation.

Policy discussions are hampered by a lack of
information on rattan prices and trade volumes,
the impact on the livelihoods of people in the
rattan industry, and the number of people whose
livelihoods (partly) depend on rattan. In addition,
there is still significant uncertainty about the total
area of planted and natural rattan-producing areas,
with estimates in Indonesia varying by an order
of magnitude. This uncertainty hampers efforts

to develop sustainable management strategies

and annual allowable harvest volumes. A possible
role for CIFOR would be to provide scientific
input into the development of a national rattan
action plan. The International Tropical Timber
Organization (ITTO) went some way toward

this, but still relied on generally poor data. More
accurate information on rattan trade, future
development in the rattan products market,
production capacity in forests and planted rattan
gardens, and international trade, including illegal
trade, is needed to better inform and guide rattan
policies. The basic aim would be to determine
which trade legislation would have the best macro
and microeconomic results for Indonesia.

The Indonesian rattan industry as a whole could
greatly benefit from a government roadmap that
sets out the available rattan supplies, the needs

of the domestic industry and the potential for
exports of unprocessed and semi-processed rattan.
The government could also be more proactive

in promoting Indonesian rattan overseas and
developing new markets, reducing production
costs and administrative requirements, breaking up
possible price cartels, and effectively monitoring
exports to reduce smuggling.

Generally, the flow of information between rattan
producers and domestic rattan consumers seems
to be very poor. It might be worth investigating
whether an online trading system could be
developed to allow consumers and producers

to communicate directly about volumes,
specifications, prices and design trends. Such

an investigation would also require a better
understanding of the extent of price fixing and
whether any effective cartels are operating within
the Indonesian rattan industry.

This study has provided a rather unsophisticated
economic analysis of how various macroeconomic
variables affect rattan trade volumes and prices. A
more robust analysis of the data might provide a
more convincing tool to aid a revision of rattan-
related policies or provide more specific policy
recommendations that can be discussed with rattan
interest groups.



1 Indonesian rattan:
A brief introduction

Rattan (from the Malay rozan) is the collective
name for the roughly 600 species of palms in the
Calameae family. Most rattans are forest species.
They are climbers that use thorny stems and leaves
to hold on to the supporting structure of other
plant species. They are cultivated either within
forests or on swidden land, where rattan is planted
after the first years of agricultural production and
then grows along with the regrowing forest.

Rattan is used to make goods such as furniture for
national and international markets. Rattans are
generally lightweight, durable and — to a certain
extent — flexible. The versatility of rattan in

daily village life is tremendous (Weinstock 1983).
Because of its flexibility and its long stems of great
strength, rattan is a primary binding material. In
its unsplit form, it is used to provide structural
support in furniture and construction. Once

split, rattan has a great variety of uses, including
weaving into sleeping mats and baskets of all sizes
and shapes and to make furniture. Increasingly,
natural rattans are being replaced by synthetic
rattans, especially in the use of outdoor furniture
in temperate climates where natural rattans are
subject to mold.

11 Trade

Worldwide, more than 700 million people
reportedly trade in or use rattan (Sastry 2001).

A decade ago, rattan was one of the main non-
timber forest products (NTFPs) in international
trade (Sastry 2001). Global trade in unprocessed
and semi-processed rattan has been estimated at
between 70,000 and 90,000 tons per year valued
at between USD 50 million and 65 million
(TradeData International 2005). In 2004, trade

in rattan products, such as seats, basketwork

and wicker products, was estimated at USD 892
million — or about 15 times the value of trade in
unprocessed and semi-processed rattan (TradeData
International 2005). By the time rattan products
reach the customer, their value reportedly increases

to an estimated USD 1.2 billion (Rattanland
2011). China and Hong Kong are the main
importers, accounting for more than 90% of
imports. Indonesia, Myanmar and Vietnam are the
main suppliers of rattan.

Rattan became an important economic crop

in Indonesia at the end of the 1960s with the
growing motorization of river transportation and
an increase in the number of traders and exporters
(Pambudhi et al. 2004). In terms of export value,
rattan became by far Indonesia’s most important
NTFP. Indonesian exports increased at least 200%
in the decade from 1968 to 1977, with rattan
generating more foreign exchange for Indonesia
than any other forest product except timber
(Peluso 1993). In the mid-1980s, the country was
supplying between 75% and 90% of the world’s
markets (Peluso 1986; Mudhi 2008). At the time,
most Indonesian rattan was sent to Singapore and
Hong Kong, where it was used to manufacture
furniture or simply cleaned and re-sorted to meet
international trade standards, and re-exported

to Europe, the United States or Japan (de Beer
and McDermott 1996). As a result, Indonesia
lost much potential revenue. For example, the
value of Indonesian rattan after processing and re-
export from Hong Kong in 1970 was 24-28 times
the amount received by the original Indonesian
exporters (Peluso 1986; de Beer and McDermott
1996). In 1997, Hong Kong imported USD 26
million worth of rattan to produce exports valued
at USD 68 million, while in that same year
Indonesia exported USD 15 million worth of
rattan (Saragih 1996 in Mudhi 2008). There was
a clear incentive for Indonesia to develop its own
rattan products industry to increase the domestic
value of rattan, thus allowing the country to
compete more effectively with Hong Kong and
Singapore. Another goal was to regulate its rattan
resources better.

Until 1989, Indonesian rattan farmers and
collectors profited from strong international
demand for rattan, especially after competing
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countries such as Malaysia, Thailand and the
Philippines banned the export of unprocessed
rattan to increase in-country processing. Although
the Indonesian government had discussed a
similar step for years, the raw material could be
exported until 1986. International trade in raw
materials resulted in high incomes from rattan at
the farm gate, but also in resource overexploitation
and invasion by external collectors who did not
recognize traditional land rights.

In 2008, Indonesia still accounted for about 80%
of rattan on the global market, and was the leading
exporter of rattan furniture and the second-largest
exporter of rattan mats, plaits and basketwork
(Hirschberger 2011). The main market was the
European Union, which accounted for almost two-
thirds of Indonesian rattan furniture exports and
half of basketwork exports. China is the biggest
importer of unprocessed rattan from Indonesia.
The rattan trade in Indonesia contributes about
6.5% of state revenue from all Indonesian
industries related to forest products (ITTO 2007).

In the rattan market chain, as described by Belcher
(1998), virtual integration is low, and raw rattan is
produced in geographically dispersed areas. Quality
varies considerably and a local rattan trader must
visually inspect every rattan assignment, which

is a costly process. Local traders often do not

have the necessary business relationships with
semi-processors or manufacturers, and probably
cannot supply the volumes that they require.
Business relationships are often based on family
connections and ethnicity, so the barriers to entry
may be very high (Belcher 1998). Along the rattan
market chain, rattan changes ownership several
times before it becomes an exportable product.
Prices therefore increase significantly along the
market chain from rattan collector and farmer to
consumer. The value addition along the chain is
obvious. Among the three main types of products,
handicrafts account for the highest value addition
(366%), followed by mats (327%) and furniture
(273%) (Purnama et al. 1998).

1.2 Production

In Indonesia, rattan is produced from wild,
unmanaged resources on almost all major islands,
including Sumatra, Java, Kalimantan, Sulawesi,
the Moluccas, the south-central island region of

Nusa Tenggara and Papua. Rattan cultivation is
much more restricted. Leading rattan-producing
areas include Aceh, all provinces in Kalimantan,
South, Central and Southeast Sulawesi and
Papua (Kartodihardjo 1999). Estimates of the
total area dedicated to rattan production in
Indonesia vary considerably and should be used
cautiously. Rombe and Malik (cited without
reference in ITTO 2007) estimated the area of
rattan production in natural forests in Indonesia
at approximately 11.5 million ha. An estimate
one order of magnitude lower than that was made
by the Center for Statistics and Inventory of the
Ministry of Forestry in 2004, which assessed the
total area of natural forests that produced rattan
as approximately 1,489,900 ha (ITTO 2007).
The total area of planted rattan in Indonesia

was estimated at about 50,000 ha in 2000
(ITTO 2007).

In Kalimantan, rattan is usually planted in a
traditional rice-swidden system. Rattans are ready
for harvest 5-7 years after planting (personal
communication from M. Stockdale). They are
harvested by cutting the stems 1 m above the
ground and pulling the climbers free from their
tree supports. The stems are then cut into sections.
In clustering species, the general harvesting cycle is
3—4 years, with each cluster of rattan stems yielding
around 20-25 kg. The harvest volume is limited to
a farmer’s carrying capacity of around 40-50 kg.
Processing small-diameter rattan involves a
number of steps, some of which are done at the
local production level and others further down the
supply chain. After rattan farmers cut the rattan,
remove the sheath and sort the harvest, middlemen
then clean it by sanding and washing, after which
the rattan is transported by river. Traders bleach
the rattan by sulfurizing and drying, remove the
nodes and grade it by type and quality. After this,
the rattan is transported by sea to Java, where it is
split into core and peel. Finally, the manufacturer
uses the rattan for weaving and other products. The
treatment of large-diameter rattan is similar, but
with several additional processing steps (Haury and

Saragih 1996).

Rattan production has long been a major source of
income for large numbers of forest communities
and local governments across Indonesia. Taxation
data from 1844 suggest that rattan production in
one area generated 85% of local taxes and thus
very likely most of the monetary income for local



communities (Schwaner 1853—-1854). In the
1980s and early 1990s, rattan farming was still
the most important source of income for farmers
in Central Kalimantan (Godoy and Ching Feaw
1991). For some villages in Central Kalimantan,
rattan production contributed 90% of their cash
income (Godoy and Ching Feaw 1989, 1991).
During that period, rattan was just about the only
NTFP to have a well-developed global market
(Godoy 1990). For example, from 1982-1986,
rattan accounted for about 75% of total NTFP
exports for Indonesia (Miranda 1987), with the
export of raw and semi-processed rattan generating
USD 100 million (1990 price) (Godoy 1990).
These export figures, however, underestimate the
true economic value of rattan, because they ignore
the value of rattan to local rural economies.

Estimates of the net annual income from

rattan production vary widely, in the range of
USD 7-224/ha/year (Priasukama 1989; Godoy
and Ching Feaw 1991). Based on net present
value and internal rate of return calculations

in the late 1980s, it was estimated, using a real
discount rate of 10%, that smallholder cultivation
of rattan would remain profitable if any of the
following variables changed independently: the
real discount rate doubled, the market land value
increased fivefold, yields decreased by half, or
farm-gate prices dropped by 35% (Godoy 1990).
However, more recent insights have questioned the
profitability of rattan compared with other crops,
primarily because of the relative decline in farm-
gate prices of rattan (Belcher et al. 2004b).

Rattan

1.3 Rattan and forest

One of the reasons why rattan has been promoted
as an important NTFP is the apparent species
diversity associated with rattan gardens (Matius
2004; Pambudhi et al. 2004; Garcia-Fernandez
and Casado 2005; Abrahamczyk et al. 2008;
Watanabe and Suzuki 2008). For example,

the structure of rattan cultivated in forests is

often similar to that of neighboring forest, with
comparable tree densities and species richness,
although gardens have lower tree cover and a
smaller basal area (Table 1). It is, however, difficult
to generalize about the biodiversity values of
rattan because the species grow and are cultivated
under many different conditions. At one extreme,
rattan planted on cleared land in a non-forest
environment with a single species support stand
(e.g., Artocarpus sp.) and frequently maintained
will have low biodiversity values, possibly similar
to those in monoculture plantations of oil palm
(Elaeis guineensis), eucalypts or acacias. The other
extreme is rattan in primary rainforest, where it
grows naturally and is harvested only occasionally.
Such rattan stands likely have high biodiversity
values. The context of rattan cultivation is
obviously important in determining its value for
biodiversity conservation, and more studies of this
subject in different rattan-growing contexts would
be useful.

Table 1. Composition of rattan gardens in two locations (Modang and Rantau Layung) in East

Kalimantan, compared with nearby natural forest.

Rattan gardens

Mature forest
Modang Rantau Layung

Canopy cover (%) 57.7 76.2 83.9
Density (trees/ha) 530 503.5 560

Basal area (m?/ha) 12.5 14.7 23.5
Tree richness (# species/1000 m?) 16.8 18.4 22
Rattan density (canes/ha) 2462.8 1065.3 30
Commercial rattan density (canes/ha) 507.8 227.1 0
Garden age (years) 25.6 33.1

Labor allocation (person days/ha year) 11.3 6.4

Source: Garcia-Fernandez and Casado (2005)
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1.4 Rattan-related organizations in
Indonesia

Rattan furniture producers are coordinated
through several umbrella organizations. The
largest of these is the joint marketing board of the
Indonesian Furniture Industry and Handicraft
Association (Asosiasi Industri Permebelan dan
Kerajinan Indonesia — ASMINDO). ASMINDO
was established in August 1988 by Mohamad
“Bob” Hasan, a close partner of the then
Indonesian President Suharto. Hasan controlled
numerous timber and related associations,
including the Indonesian Wood Panel Producers
Association (Asosiasi Panel Kayu Indonesia -
APKINDO), Nippindo, the Indonesian Loggers’
Association (APHI) and the Indonesian Forestry
Community. Because of its association with
Hasan, ASMINDO was often referred to as the
“rattan cartel”. ASMINDO operates as a policy
platform for a handful of large furniture exporters
(von Luebke 2009) and plays an important role
as the official furniture body responsible for
maintaining regular dialogue with government
and for consultation with government agencies
and domestic and international private sector
representatives. ASMINDO has lobbied vigorously
for the interests of rattan furniture manufacturers
at the national level by opposing government
policy that allows the export of unprocessed

and semi-processed rattan. Such exports benefit
raw material producers, collectors and traders,
but are perceived as a threat by the furniture
manufacturers, because Indonesia’s potential added
value of raw material is transferred to competitors
in China, Vietnam and other countries (Aryasena
Wicker Furniture 2010). According to Belcher
(1998), the quality and volume restrictions that
ASMINDO imposed on the export of rattan mats
(lampit) had a severely negative impact on the
size of the manufacturing industry and hence on
demand and prices for raw and semi-processed
rattan throughout the system. The Indonesian
Rattan Furniture and Craft Producers Association
(AMKRI) is another organization focused on

the furniture side of the rattan industry, with a
general mission to promote the Indonesian rattan
industry and stimulate innovation. A third rattan
organization is the Association of Indonesian
Rattan Producers (Asosiasi Pengusaha Rotan
Indonesia — APRI), which mostly represents
rattan traders and middlemen; APRI split off
from ASMINDO in 2004. APRI has been a

vocal opponent of any rattan export restrictions,

arguing that such restrictions negatively affect the
livelihoods of rattan farmers and smaller traders.

On the rattan production side, the Consortium
for the Support of Community Forest Systems
(Konsorsium Pendukung Sistem Hutan
Kerakyatan — KpSHK/SHK) is one of the
stronger community-focused groups, and is
affiliated with a range of other production support
groups (listed on their website: http://en.kpshk.
org/). The Indonesian Rattan Foundation (Yayasan
Rotan Indonesia — YRI) is another organization
that supports the production side of the rattan
industry. It generally supports the removal of all
export bans, quotas and tariffs, and has asked the
government to slow down the development of a
synthetic rattan industry.

1.5 Rattan policy in Indonesia

Indonesia has a tradition of heavy government
intervention in resource industries, often in
collusion with powerful private interests (de

Jong et al. 2003; Pambudhi et al. 2004). The
rattan boom in the 1970s and 1980s attracted

the Government’s attention, and a series of
regulations were put in place to capture some

of the profits and to regulate the industry and
trade (see Table 2 for an overview). The first such
restriction was announced in 1979, with a view to
generating more foreign income by increasing the
international market share and protecting national
supplies of rattan (Mudhi 2008). This followed
bans on the export of roundwood logs, which
similarly aimed at increasing Indonesia’s capacity
to develop a national wood and wood products

industry (Tambunan 1995).

In 1979, the Indonesian government restricted
the export of unprocessed rattan and then
semi-processed rattan as a way of supporting

the development of national rattan industries
(Achdiawan and Belcher 2005). This policy
(later replaced with a prohibitive export tariff)
was in place for almost 20 years; a similar policy
was implemented by other rattan-producing
countries around the same time (Malaysia, except
Sarawak and Sabah, Thailand [around 1978]

and the Philippines [around 1978]) (de Beer and
McDermott 1996). The government policies
benefited the domestic processing industry

and monopsonistic manufacturing associations

(Belcher et al. 2004a), but during this period



Rattan

Table 2. Summary of ministerial decrees and regulations in Indonesia with relevance to the export

of rattan.
Year Ministerial decrees Relevance to rattan trade
1979 Decree of Minister of Trade and Prohibited exports of any unprocessed rattan originating in
Cooperative No. 492/Kp/VII/1979  Indonesia
1988 Decree of Minister of Trade No. Prohibited exports of raw and semi-finished rattan from

274/Kp/X/86, and Decree of
Minister of Trade 1907KP/VI1/88

1992 Minister of Trade Decree
No. 179/Kp/VI1/92

1996 Decree of Minister of Trade
No. 666/KMK/017/1996
1998 Decree of Minister of Trade

and Industry No. 440/MPP/
Kep/4/1998; SK No. 410/Kp/
X11/1988; and Decree of Minister
of Trade and Industry No. 33/

Mpp/Kep/1998

2004 Decree of Minister of Trade
and Industry No.355/ MPP/
Kep/5/2004

2005 REGULATION OF THE MINISTER OF

TRADE No. 12/M-DAG/PER/6/2005

2008/2009 REGULATION OF THE MINISTER
OF TRADE No. 28/M-DAG/
PER/7/2008; REGULATION OF
THE MINISTER OF TRADE No.
33/M-DAG/PER/7/2009 and
REGULATION OF THE MINISTER OF
TRADE No. 36/M-DAG/PER/8/2009

20112 REGULATION OF THE MINISTER
OF TRADE OF THE REPUBLIC
OF INDONESIA No. 35/M-DAG/
PER/11/2011

Indonesia

Canceled decrees No. 492/1979 and No. 274/86, to allow the
export of raw and semi-finished rattan and rattan products, but
with an export tariff of USD 15/kg for unprocessed, washed,
smoked or sulfurized rattan, and USD 107/kg for polished rattan,
rattan core and peel, and rattan webbing (Mudhi 2008).

Canceled export tariffs of 1992

Following the Asian economic crisis and IMF intervention
in Indonesia, many export restrictions were lifted.
Various decrees allowed the export of dried, round

rattan (rotan bulat) and rattan mats. Trade was relatively
unrestricted between 1998-2004.

Prohibited the export of raw rattan and rattan from natural
forest, but allowed the export of cultivated sega rattan (Calamus
caesius) and irit rattan (Calamus trachycoleus) with a diameter of
4-16 mm. This decree also allowed the export of rotan bulat and
polished rattan, including semi-finished rattan core and peel.

Allowed the export of some types of rattan, but capped it

at 25,000 tons of raw rattan per year, 16,000 tons of semi-
finished rattan produced from sega and irit plants per year, and
36,000 tons per year of semi-finished rattan produced from
other plants.

These policies reiterated the 2005 quotas, but required rattan
producers from Kalimantan and Sulawesi to supply 70% of
their production to the local market, with the remaining 30%
for export. Producers from outside these areas were prohibited
from exporting raw rattan; only semi-finished sega and irit
rattan of specific diameters could be exported.

Completely banned the export from Indonesia of raw rattan,
round rattan, washed/sulfurized rattan and semi-finished rattan

a Seethe Addendum to this report for additional policy changes in 2011.

rattan producers suffered severe price declines to higher prices of raw material, compared to their

the point that many productive rattan gardens
were abandoned (see review of market trends
in Figure 1). The government also lost out on
received economic rent (Mudhi 2008). The

competitors (Achdiawan and Belcher 2005).

In the mid-1980s, the Indonesian Ministry of
Forestry appraised the total annual Indonesian

rattan-processing industry gained from short-term rattan production in 20 provinces to be between
low prices, and from reduced availability and/or 80,000 and 100,000 tons, although other sources



6 Erik Meijaard, Ramadhani Achdiawan, Meilinda Wan and Andrew Taber

=l-Priceat farmerslevel (IDR/ kg)

=4-—Exportvalue (million USD) |

900 — 400
/Export ban on semi-finished rattan
800 ./r./-\\ / \ A/i- 350
700 £ N
Export ban on raw rattan . T 300
IMF bail-out
600
\ |
a
2 500 2
> \ T 200 S
O 400 =
\// \/ / 11s0 E
300 /
200 T 100
12 year farming subsidies V
100 T 50
0 } } } } } } } } } } } } } t t 0

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Year

Figure 1. Raw rattan prices paid to farmers (prices paid by traders in Damai Subdistrict) compared to

value of rattan exports between 1985 and 2001

Source: Unpublished data generated by CIFOR in 2002.

estimated the total annual production potential

to be at least 250,000 tons (PT Capricorn
Indonesia Consult Inc. 1988). At that time,
Indonesia accounted for 75.5% of global

rattan production, followed by the Philippines,
Thailand and Malaysia. Nevertheless, Indonesia
was lagging behind many countries in terms of
international trade and production of rattan
products. Even countries without their own rattan
resources, such as Hong Kong, Taiwan, South
Korea and Italy, had bigger markets for rattan
products than Indonesia (PT Capricorn Indonesia
Consult Inc. 1988).

The apparently low added value of Indonesia’s
rattan industry led to a decision by the Indonesian
government in October 1986 (Ministry of Trade
and Industry No. 274/KP/X/1986) to ban the
export of raw rattan (washed and sulfurized, split
and roughly polished) and phase out the export
of semi-finished rattan products (such as finely
polished rattan) as of 1 January 1989 (Purnama
et al. 1998). This decision was widely criticized
because it assumed that Indonesia could quickly
develop its own rattan products industry to

cater to overseas market demand and tastes. The

government decision led to a rapid increase in

the export of semi-finished rattan products and
stockpiling of raw rattan in consumer countries to
beat the ban (PT Capricorn Indonesia Consult Inc.
1988; Safran and Godoy 1993). In Kalimantan,
prices and rural incomes dropped and rattan
cultivation slowed or stopped altogether, with
farmers switching to or intensifying other activities
(Safran and Godoy 1993). From 1986 to 1997,
raw rattan prices at the farm gate fell from about
IDR 750/kg to IDR 250/kg even while the value
of total rattan exports tripled. The Indonesian

ban also caused world prices to increase by 20%
(Godoy and Rodrik 1989). Seeing that the policy
had thus had the opposite effect to what was
intended, in 1992, the government raised the
export check prices of rattan (on which export
taxes are calculated), with some taxes increasing
by nearly 200%. This reduced Indonesia’s exports
of unfinished rattan, while the export of rattan
products kept increasing. Gunawan (2002)
showed how the export bans led to an increase

in raw rattan supply and a decrease in prices,
harming local farmers and collectors. Although the
government subsequently lifted the export ban on
semi-finished products in 1992 through Ministry



of Trade and Industry No. 179/ KP/V1/92 on
“Rattan export regulation”, the prohibitive export
tax continued to virtually prevent such exports
(Purnama et al. 1998).

Following the 1997 economic crisis, the
International Monetary Fund (IMF) imposed strict
conditions on loans designed to help Indonesia
recover. The IMF program in Indonesia included
major reforms of domestic and foreign trade and
related policies, most of which were completed

or at least in the works before President Suharto
stepped down in May 1998. Export taxes for
products such as logs and rattan were reduced

as a means of boosting their export (Marks

2009). The crisis and subsequent policy changes
caused major changes in rattan prices (Figure 1).
Non-governmental organizations (NGO) called
for the breakup of ASMINDO, the plywood

cartel APKINDO, and its Indonesian/Japanese
counterpart NIPPINDO, all controlled by Bob
Hasan (Fried and Rich 1998). ASMINDO was
allowed to continue its activities, albeit without the

leadership of Bob Hasan.

In 2004, under the Megawati government, a
new set of rattan-related policies was introduced.
The then Minister of Trade and Industry,

Rinus Wandi, introduced a new rattan export
ban (Keputusan Menteri Perindustrian dan
Perdagangan Republik Indonesia Nomor: 355/
MPP/Kep/5/2004). Allegedly, this decision

had a politically opportunistic element, seeking
to boost President Megawati’s chances of re-
election: 30.6% of the Cirebon electorate (where
the rattan furniture industry is very important)
that year voted for Megawati’s political party
(Kompas 2011).

Following consultation with CIFOR and other
rattan stakeholders, the then Minister of Trade and
Industries Mari Pangestu revised the 2004 export
ban in May 2005 (Permendag No.12/2005). That
decree changed the export ban into a set of quotas
for selected rattan species of certain dimensions
and certain degrees of processing (washing and
sulfurizing or polishing). Again, political interests
appeared to be at play, with Jusuf Kalla, the then
Vice-President in the Yudhoyono government,
working toward a removal of the ban to stimulate
rattan exports from his home area of Sulawesi

(Kompas 2011).

Rattan

According to ASMINDO, the 2005 export quotas
and the partial lifting of the export ban on raw
and semi-processed rattan hurt the Indonesian
rattan industry. The chairman of the Cirebon
ASMINDO claimed that the decline in furniture
exports from Cirebon following the 2008/2009
economic crisis was caused in part by the 2005
decree (SK No. 12), which he said allowed the free
export of unprocessed rattan to countries that were
highly competitive in wood and rattan furniture,
such as China and Vietnam (Rukmana 2005;
Tambunan 2009). The chairman claimed that this
policy not only caused a scarcity of raw materials in
local markets for domestic furniture producers, but
also made it more difficult for domestic producers
to compete with China’s and Vietnam’s furniture
industries (Tambunan 2009). Apparently, 32,000
rattan workers in the Cirebon area were laid off

in 2005 after rattan exports fell by 60% because
of tough competition from Vietnam and China,
which could buy cheap raw and semi-finished
rattan and produce cheaper rattan furniture than
in Indonesia (Rukmana 2005). Similar figures
were reported by AMKRI in late 2008, with
estimates that the rattan industry had laid off some
35,000 workers because of deteriorating economic
conditions (Gunawan and Siregar 2009).

The changes in export volumes from Indonesia and
rattan prices were related not only to Indonesian
policies. For example, in August 2004, Vietnam, a
major rattan-producing country, prohibited nearly
all rattan exports. This probably contributed to the
substantial jump in the volume of exports from
Indonesia as well as the increase in the average
prices paid for rattan (TradeData International
2005). Similar to Indonesia, Vietnam has gone
through a series of export bans, partial bans

and free trade options with the same goal of
strengthening the local furniture-production
industry (Quang 2004).

In 2008 and 2009, the Indonesian government
released further rattan policies (Table 2), which
limited Indonesia’s exports of semi-finished

rattan to 35,000 tons per year. APRI protested
strongly, saying that Indonesia consumed only
40,000 tons of rattan per year while it could
potentially produce 696,000 tons of natural rattan
annually. The export restrictions eventually caused
an oversupply of rattan in the country (Jakarta
Post 2010). Lisman Sumardjani, chairman of the



8

Erik Meijaard, Ramadhani Achdiawan, Meilinda Wan and Andrew Taber

Indonesian Rattan Foundation, calculated that
Indonesia could earn USD 1.8 billion per year if
rattan were exported as half-finished products. He
said that the oversupply had reduced rattan prices:
“The price of one kilogram of rattan used to equal
three kilograms of rice, ..... but now one kilogram
of rattan is equal to 250 grams of rice or Rp 1,500
[16 US cents]” (Jakarta Post 2010).

Most recently, in February 2011, the Indonesian
Ministry of Trade further reduced the export
quotas for the period January to March 2011, with
a view to forcing raw rattan exporters to increase
their supply to domestic manufacturers (Kandi
2011). APRI again protested, saying that domestic
demand was much reduced and that rattan traders
could not sell their rattan domestically. On the
other hand, international demand for rattan was
high with many importers asking for raw rattan,
but Indonesia’s exporters had reached their quotas
and could not fulfil international demand.

Finally, in October 2011, Gita Wirjawan was

chosen by President Susilo Bambang Yudhoyono

to replace Mari Pangestu as Minister of Trade.

Within a month of assuming his new position,

the new Minister of Trade proposed major

policy changes for rattan trade. The resulting new

regulations are:

1. Ministry of Trade Regulation No. 35/M-Dag/
PER/2011: Raw Rattan Export Ban

2. Ministry of Trade Regulation No.
36/M-DAG/PER/2011: Rattan Inter Island
Trade Regulation

Trade Regulation No. 35/M-Dag/PER/2011
completely banned the export from Indonesia of
raw rattan, round rattan, washed/sulfurized rattan
and semi-finished rattan. This effectively reinstated
the laws that were in place from 1979 to 1992 and
in 2004.



2 Methodology

The present study analyzes the Indonesian

rattan industry, the relationship between

rattan production and deforestation and forest
degradation, and the role of the industry in local
livelihoods. A detailed analysis was conducted in
West Kutai District, East Kalimantan, Indonesia.
In this same area, CIFOR had previously
conducted household livelihood surveys, on rattan
farming, in this same area.

We interviewed 40 people along the Indonesian
rattan market chain, including rattan collectors,
rattan farmers, rattan traders, general local traders,
regional traders, Java-based traders and exporters,
and Java-based rattan furniture and handicraft
producers. Our list of interviewees also included
people from local governments and NGOs. These
discussions were unstructured and generally
covered the status of rattan trade, rattan research
and rattan policies (see Appendix for names of
interviewees).

In addition to these interviews, we contacted 15
rattan importers (Singapore, China, Europe, USA,
Canada and South Africa), which we randomly
selected based on availability of email addresses
following a web search. Via email, we asked these
rattan importers several questions regarding the
country(s) from which they import rattan and
rattan products, the percentage of rattan coming
from Indonesia and China, and any particular
difficulties that arise when trading with Indonesia.

To determine the influence of rattan production
on the welfare and livelihoods of communities, and
the general trends in rattan production in West
Kutai, we conducted interview surveys among
rural communities in the district. We designed
these interview surveys so that the results could be
compared to surveys conducted by CIFOR and the
Center for Social Forestry (CSF) in 2004 (see Dewi
et al. 2005), and provide insight into the changes
that have occurred in households that produce
rattan compared with those that do not since the
2005 government policy on rattan exports.

During the 2004 surveys, 859 people were
interviewed in 43 villages, 155 of whom reported
obtaining income from rattan production. We
used the random selection function in Microsoft
Excel to generate a 20% random subsample of
the 704 non-rattan-growing respondents, and
merged the remaining respondents with the
rattan-producing respondents. We deleted several
villages for which only one or two respondents
had been selected, because of the relative effort

it would require to visit these villages to talk to
only one or two respondents. The resulting file
contained 224 respondents whom we wanted to
interview again. We assumed that the chance of
encountering these people again were about 50%
(with former respondents having left the village, or
being otherwise unavailable for repeat interviews).
The minimum target was 125 respondents, of

which about half would have been rattan producers
in 2004.

The repeat interviews were conducted by a

team of interviewers from CSF. They were

given a questionnaire that was based on a subset
of questions from the original 2004 surveys

(see Appendix). These questions were selected
according to their relevance to rattan production
versus other crops, and household welfare,
income and expenditures. We also inserted
specific questions regarding the rattan trade, and
whether the respondents were still maintaining
rattan gardens.

During her field visit, Meilinda Wan (MW)
accompanied the CSF interviewer to judge the
reliability of the interview methods. She also cross-
checked previous interviews by going back to three
households and redoing the surveys to see if any
important information had been left out.

To assess the relationship between various rattan
metrics such as farm-gate price, Indonesian export
volumes and a range of macroeconomic variables,
we compiled various datasets from the World Bank
database (2011) for statistical analysis, as well as
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the data on rattan trade from UN Comtrade and
Statistics Indonesia (BPS). These included the

following:

Trade volumes of rattan products under
different harmonized system (HS) trade codes
Indonesia’s gross domestic product (GDP,
current USD): 1984-2009

Indonesia’s exports of goods and services (% of
GDP): 1984-2009

Indonesia’s GDP per capita (current USD)
Indonesia’s gross national income (GNI) in
purchasing power parity dollars

Indonesia’s inflation, consumer prices
(annual %)

Credit interest rates

Exchange rate of IDR to USD

Total rattan exports

Rattan exports to Japan

Rattan exports to China.

Most macroeconomic factors were downloaded
from the World Bank economic database. Credit
interest rates for 1986—-2008 were obtained from
Putra (2010). Exports to Japan and China were
obtained from the Asian Development Bank
database (ADB 2009). Estimates of rattan, rubber

and rice prices in West Kutai were obtained from

previous CIFOR research in the area, updated by our
own information gathered during field surveys.

One problem with analyzing rattan trade volumes

is that the HS-coding system used in Indonesia
generally does not distinguish between natural and
synthetic rattan products, as a government ofhicial in
Cirebon admitted. This makes it hard to determine
the exported volumes of natural rattan products.
Using information from traders, we corrected trade
volumes with a linearly increasing percentage of
synthetic rattan in the total volume of 1% in 1998 to
25% in 2010.

We generated simple bivariate statistics to analyze the
relationships between different variables. In addition,
we conducted several statistical multivariate time
series analyses to study the impact of export policies
on rattan prices and export volumes in comparison
with the impact of macroeconomic variables. Our
main purpose was to better understand the impact
of policy on rattan prices and thus, indirectly, on

the income that rattan growers derive from rattan
cultivation. This approach would clarify whether

the policy recommendations that CIFOR gave were
aligned with the organization’s goal of contributing
to a reduction in both poverty and deforestation.



3 Summary of unstructured
interview findings

The interviews with people from along the rattan
market chain provided a generally dichotomous
view of the rattan trade, its main constraints and
possible ways to reduce those constraints (Table 3;
for detailed interview results, see Appendix). On
the one hand, people in the rattan-producing
areas of Kalimantan (and presumably Sulawesi
and Sumatra) are in favor of opening all exports
of rattan, as they believe that this would lead to

higher international demand and higher prices.
They claim that Indonesia has enough rattan

to supply both the international and domestic
markets, but buyers have to pay the right price.
These views are supported by organizations

such as SHK and APRI. On the other hand, the
furniture industry in Java sees the present export
of unprocessed and semi-processed rattan as one
of the main reasons for the slump in the rattan

Table 3. Summary of interview results on the present state of rattan trade in Indonesia, major
constraints and possible solutions. Note that national government authorities were not interviewed for

this study.

Position in rattan Perception of rattan

market chain

production and trade

Main constraint in rattan
markets

Possible solutions suggested by
interviewees

Proponents of lifting the export ban on unprocessed and semi-processed rattan

Rattan farmers

Local rattan
traders

Rattan
middlemen

Regional rattan
traders

Local
government in
Kalimantan

Rattan-related
NGOs

Very few people are
cutting rattan.

Prices are too low and
not enough people are
harvesting.

Trade is very much
reduced in West Kutai.

Very limited trade

in East Kalimantan,
because demand from
Javais too low.

Rattan in East
Kalimantan cannot
compete with
alternatives.

Rattan markets
are down.

Rattan prices are too low
compared with alternatives
such as rubber and oil palm.

Rattan prices are too low and
costs of SKAU (see Glossary)
are high. Export quotas limit
trade opportunities.

If export is not allowed,
prices will stay low and
farmers will not cut their
rattan. West Kutai’s SKAU
procedure is time consuming
and thus costly.

Export quotas are too
limited. Transportation
costs are high because of
corruption.

Rattan prices are too low,
and kept low by Cirebon
monopoly and export
quotas. Transportation costs
are high (many payments
along the way).

Rattan prices are too low;
rattan production cannot
compete with other
products.

Convert rattan gardens, grow more
rubber, look for more profitable
rattan species or sell land.

Bring a truckload of Javanese
workers to West Kutai; they will cut
rattan for IDR 20,000/day.

National policy changes are
required with a view to opening
trade in unprocessed rattan
(especially with China); SKAU needs
to be revoked.

Trade should be opened up; export
should be allowed. East Kalimantan
needs its own export quotas.

Lift rattan export quotas to increase
price, give East Kalimantan its

own export harbor, set up a local
splitting factory for semi-finished
rattan and the fixed levy in the
SKAU should be adapted to actual
market price(s) of rattan.

Export quotas should be revoked
and and all exports allowed.
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Table 3. Continued

Position in rattan Perception of rattan

market chain

production and trade

Main constraint in rattan
markets

Possible solutions suggested by
interviewees

Proponents of banning all exports of unprocessed and semi-processed rattan

Rattan traders in
Java

Furniture
producers

Local
government in
Java

ASMINDO

Decline in furniture
trade because of
exchange rate, high
price of oil, competition
from China, and export
quotas.

Suffering from reduced
demand and lack of
rattan supply.

The Furniture industry
is negatively affected
by the export quotas
and smuggling.

The Rattan industry is
in very bad shape.

Export quotas provide cover
for smuggling unprocessed
rattan and give China
opportunities to gain from
Indonesian rattan.

Export quotas direct
Indonesian rattan to
overseas competitors; rupiah
is too expensive.

Price fixing, poor
government supervision of
trade and export, and a lack
of information flow.

Export quotas are to
blame, as they lead to
smuggling. Not enough
international promotion of
Indonesian rattan.

Export of semi and unprocessed
rattan should be completely
banned.

Ban all exports and make
Indonesian rattan more
competitive.

A complete export ban on
unprocessed and semi-processed
rattan should stimulate the
furniture market.

All exports of unprocessed and
semi-processed rattan should
be banned.

furniture business and calls for a complete ban on
exports. This view is supported by ASMINDO and
the Ministries of Industry and Forestry.

One interesting aspect that emerged from the
interviews is that rattan farmers now have multiple
possible sources of income, which has reduced
their reliance on rattan compared to 15 years ago
when CIFOR’s work commenced. Products such
as rubber and oil palm, gold in Sulawesi, provide
lucrative alternatives to rattan. In West Kutai,
rattan farmers can also earn significant cash from
selling their land to either oil palm companies

or mining operations. In the late 1990s, rattan
farmers in Kutai District owned an average of
10.9 ha of land (Purnama et al. 1998). Land
prices in coal-mining concessions in West Kutai
vary considerably from IDR 3,000,000/ha (the
lowest sale price mentioned in an interview)

to IDR 180,000,000/ha (Table 4). Oil palm
plantations pay considerably less (IDR 400,000/
ha was mentioned by one interviewee), but the
sales agreement allows farmers to retain 20% of the
land for their own oil palm cultivation. Assuming
that farmers, with land overlying significant

coal deposits, sell all their 10.9 ha of land, they
could on average earn between about IDR 30
million (USD 3,370) and IDR 1.8 billion (USD
200,000). Selling their 10.9 ha of rattan land to

oil palm plantations would generate about IDR

4 million. However, with average earnings from
smallholder oil palm cultivation reportedly at IDR
2 million/ha/month, farmers could earn some IDR
48 million per year after about three years when
the palms become productive, minus the costs

of seedlings and fertilizer, and without taking a
discount rate into consideration.

The Indonesian government must consider these
new opportunities for farmers if it is serious about
maintaining a viable rattan industry. As long as
other land uses provide farmers with more cash
than rattan does, they are unlikely to harvest much
rattan and even less likely to invest in developing
rattan gardens.

Many interviewees suggested that there are cartels
in the rattan industry that engage in illegal or
semi-legal practices such as price fixing, controlling
industry output and internally arranging market
shares and allocation of customers. Several
interviewees suggested that the cartel existed

at the level of rattan traders and middlemen in
Java, Sulawesi or Kalimantan. We were unable to
confirm these allegations. Figure 2 shows the price
increase along the market chain for sega rattan, but
it is not clear whether an unusual price change does
indeed occur at the level of regional rattan traders.



Table 4. Land sales by communities to coal mines in West Kutai, showing variation in land prices.

Source of information Prices for land paid by coal mines and oil palm plantations in West Kutai and remarks

Rattan farmer Oil palm plantation companies buy land for IDR 400,000/ha, with a 20% plasma nutfah
promise to the owner. One rattan farmer sold 3 ha of land to a coal company for
IDR 13,500,000 or 4,500,000/ha. More recently, farmers have been paid IDR 15,000,000-
16,500,000/ ha.

Rattan trader Land is sold to coal mines at IDR 10,000,000-100,000,000/ha. The land owners explore
the depth of coal seams or try to find out from the companies how good the coal is
before setting a price target for their land.

Local government In 2003-2004, land sold to coal mines for IDR 20,000,000/ha, but more recently for
IDR 3,000,000/ha through brokers. Local people would rather sell their forestland to coal
mines than harvest timber, because of strict illegal logging law enforcement.

Rattan-related NGOs Present land prices for coalmines in West Kutai vary from IDR 80,000,000/ha to as high as
IDR 180,000,000/ha when close to coal haul roads. Another source said that a minimum
of IDR 10,000,000/ha was paid.

West Kutai West Kutai West Kutai Samarinda
forest forest village town - Samarinda-
« Rattan - Rattan garden « Local rattan based
harvesters owners traders traders
-IDR «IDR 1500/kg for «IDR - IDR

Cirebon Various Interna-
and Java towns tional
Surabaya « Furniture market
» Java-based producers «IDR
traders +IDR 8010-
1200- wet sega; IDR 3500- 2500-
1500/kg for 3500/kg for dry 4500/kg for 3000/kg for
wet seg sega dry seg wet seg

- IDR 7000- 15,130/kg for
6000- 8000/kg for dry sega
7000/kg for dry seg (FOB price
dry seg

Figure 2. Prices of wet and dry sega rattan along the market chain

Finally, the interviews indicated that much of on trade volumes, prices or exports, let alone on
what was said about Indonesia’s rattan industry illegal activities such as smuggling or falsification
and the reasons for its poor performance was of documents. Without clear information about
informed by political opinion (as promoted by cause—effect relationships between factors, it is
the respective industry interest groups) rather perhaps understandable that Indonesia’s rattan
than facts. This is understandable to some extent policies have not led to the desired increase in

given that there appears to be limited reliable data economic benefits.



4 Analysis of rattan trade
volumes and values

Since 2000, Indonesia’s rattan exports have more
or less stabilized; volumes fuctuate between
140,000 and 165,000 tons with an annual Free on
Board (FOB) value of between USD 300 million
and USD 370 million. During this period, total
exports were lower in 2005 and 2006, possibly
because of the export restrictions imposed on raw
and semi-processed rattan in 2005 (Figure 3).

The economic crisis that started in 2009 caused

a decrease in total rattan exports from Indonesia;
combined export of unprocessed rattan and rattan
products dropped to just over 135,000 tons/

year (Figure 4). Rattan is considered a durable
and nonessential product and hence is sold on
perceived rather than actual value. Consequently,
demand is strongly affected by economic
fluctuations; an economic downturn will
substantially influence demand, and purchases will
be delayed (Tambunan 2009).

Since the export quotas were established in 2005,
reported exports of semi and unprocessed rattan
from Indonesia initially declined from nearly
35,000 tons in 2004 to about 18,000 tons in
2005. The impact of the export restrictions was
therefore obvious. From its low in 2005, exports of
unprocessed rattan increased again and stabilized at
around 28,000 tons per year (Figure 4). According
to data from BPS, the bulk of this amount goes to
China, which in 2009 imported 24,379 tons of
unprocessed rattan from Indonesia. Singapore is
the second biggest importer (2,671 tons imported
in 2009) and Hong Kong the third (1,103 tons
imported in 2009).

Indonesia’s export quota for unprocessed rattan in
2009 was 25,000 tons of raw sega and irit rattan,
16,000 tons of semi-processed segz and #rit rattan,
and 36,000 tons of semi-processed rattan other
than sega and irit species (see Peraturan Minister

Total rattan exports
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Figure 3. Total rattan exports from Indonesia (2002-2009)

Note: The left y-axis shows total export volumes and the right y-axis shows total export values (FOB) for
rattan products and semi and unprocessed rattan (based on BPS data).
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Exports of semi and unprocessed rattan 2002-2009
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Figure 4. Trends in export value and volume of semi and
unprocessed rattan between 2002 and 2009

Note: The left y-axis indicates total export volumes and the right y-axis indicates

total export values (FOB) for rattan products and semi and unprocessed rattan

(based on BPS data).

of Trade and Industries Regulation Number
33/M-DAG/PER/7/2009). According to these
published data, Indonesia stays well within its
allotted export quotas, which total 77,000 tons,
assuming that all exports are reported. Information
from interviewees during the present impact
assessment, however, suggests that unknown, but
possibly large, amounts of rattan are smuggled out
of Indonesia. As we cannot quantify the amount
being smuggled, we cannot provide reliable figures
on total rattan exports from the country.

Why would Indonesian rattan traders not officially

trade up to the maximum allowed export quotas?

Some possible explanations are as follows:

* International demand for raw and semi-
processed rattan is too low.

* Domestic prices are higher than
international prices.

* Exporting is difficult and expensive because of
paperwork requirements, taxes and tariffs.

 Exporting rattan illegally is easier and cheaper
than legal exporting.

An often-heard complaint from rattan traders
and farmers is that the rattan export policies are
too restrictive and that allowing more exports
would lead to an increase in export volumes and
higher rattan prices. The fact that quotas for
raw and semi-processed rattan were not filled,
however, suggests that these are not necessarily

the main restrictions. The unfilled export quotas
may also be explained by the onerous bureaucratic
requirements for obtaining a rattan export permit.
One trader reported working on the permit for
over a year, having already paid IDR 20 million
in fees but without having secured the export
license. Furthermore, the rule that raw and
semi-processed rattan can only be exported from
certain harbors limits export opportunities. For
example, Tarakan or Berau in East Kalimantan had
traditional trading routes to Tawau in Malaysia,
but as the two ports are not listed as legal export
harbors, these international trade routes no longer
exist, at least not officially. This background and
additional information from interviews suggest
that raw and semi-processed rattan exports are
controlled by a small number of companies

that have obtained rattan export licenses. These
companies may regulate the export of raw and
semi-processed rattan and determine whether it

is more profitable to supply the domestic rattan
industry (e.g. furniture makers), or legally export
rattan, with the third unknown option being to
export rattan illegally.

A review of trade data strongly suggests that at
least some unrecorded trading is occurring. For
example, according to the UN Comtrade database,
in 2009 China imported 29,715 tons of rattan,
most of which came from Indonesia (24,379 tons;
see above). In the same year, however, China
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exported 271,532 tons of rattan products.’
Considering that China produces almost no raw
rattan itself, the discrepancy between import and
export data suggests that significant volumes of
raw rattan trade are not reported. There are three
caveats to this assumption. First, China may
maintain rattan stockpiles and thus their export
volumes in 2009 could be much higher than
their imports if rattan was imported in previous
years. We do not think this is likely considering
that the rattan held in such stocks would decline
in quality. A second possibility is that much of
China’s exported rattan products are made from
polyethylene or polypropylene rattan, but this

is reported as natural rattan. Third, the reported
export weight of rattan furniture may also include
the weight of other materials such as wood and
metals used in the furniture.

Even if an export/import discrepancy is found

in China, it does not necessarily mean that the
unrecorded trade originates from Indonesia. For
example, Vietnam and Papua New Guinea are also
major exporters. However, considering Indonesia’s
prominence in the international rattan market and
its rattan trade relationship with China (Figure 5),

it is likely that at least some unreported exports
would have originated in Indonesia.

Interviews with rattan furniture makers indicated
that in 2010 they paid about USD 0.80 per kg

of raw sega rattan. Quoted FOB export prices
vary between USD 0.9 and 1.7 (Table 5), which
is in line with the price range of USD 0.8-1.4
reported elsewhere (Jakarta Globe 2009), and also
in line with information from our interviews with
rattan traders, who reported export prices between
USD 0.92 and USD 1.74. Considering that there
are likely to be additional export costs (taxes,
tariffs, administration, transportation), it appears
that gross export prices are about the same as what
traders would receive if they sold domestically.

We also assessed rattan product prices in Indonesia
and China by looking at FOB retail prices

of similar products, in this case simple rattan
chairs. Prices in China appeared to be higher
(average price per chair = USD 39.4; SD = 26.3;

n = 17) than in Indonesia (average price per

chair = USD 26.3; SD = 7.3; n = 20), but the
products are somewhat different. Indonesian
chairs were mostly made of natural rattan and

Indonesia's 4 main export destinations for rattan
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Figure 5. Indonesia’s official trade partners for raw and semi-processed rattan

Source: Based on BPS data

1 Itis interesting to note that these trade figures suggest that
the public perception that Indonesia dominates the global
rattan market with some 80% of total exports originating
there (Jakarta Globe 2009; Hirschberger 2011) is no longer
valid; rather, this role has been taken over by China, which
exported — at least according to official data —twice as much
rattan and rattan products as Indonesia in 2009.
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Table 5. Quoted export prices of raw rattan from Indonesia.

Company name Warehouse location Rattan type FOB price Supply ability
Future Trade Co. West and Central Koobo Loonty with ~ USD 1.2-1.7/kg 90 tons per month
Kalimantan 12 mm and up
Tri Megah Sarana Banjarmasin, South  Raw rattan from USD 1.15-3.00/kg 100 tons per month
Mandiri Kalimantan Kalimantan
PT Borneo Atlantic Pontianak, West Sega rattan USD 1.2-1.4 /kg
Borneo
PT Arthajasa Prima Planted segarattan ~ USD 0.9-1.1/kg 300 tons per month
Sentosa size 8 /11
Kaiu Trading Tanjung Perak 3 mm up to 25 mm USD 2/kg 500 tons per month
Yogyakarta (Surabaya) (sega or other types)

Source: http://www.alibaba.com/showroom/raw-rattan.html

natural wood (teak or mahogany), whereas well. Nevertheless, low quality and styles that no
Chinese chairs mostly used synthetic rattan with longer appeal to buyers may also be reasons why
aluminum frames. The difference is not absolute, Indonesia’s furniture industry appears to be losing

and Indonesia sells more modern furniture types as its competitive edge.



5 A macroeconomic review
of the rattan industry

As mentioned elsewhere in this report, current
farm-gate prices for rattan are lower than historical
levels, when expressed in USD value (Figure 6).
From a high of USD 0.69/kg in the early 1980s,
rattan prices fell to a low of USD 0.06/kg in 1998,
after which they slowly increased to USD 0.15/kg

in 2010. The relative value of rattan to farmers also

fell, as a comparison with the price of rice, a major
staple, makes clear (Figure 7). Data from 1844
(Schwaner 1853-1854) shows that 1 kg of rattan
once bought as much as 15 kg of rice. By the

early 1980s, rice and rattan prices were nearly the
same. Presently, however, about 4 kg of rattan is
required to buy 1 kg of rice, i.e., a 60-fold relative
devaluation of rattan versus rice over 167 years.

What are the key factors determining prices
and trade volumes of Indonesian rattan? Mudhi
(2008) suggests a variety of factors that might
have influenced the rattan trade; these include

0.8

not only export bans and quotas, but also
macroeconomic factors such as currency exchange
rates and Indonesia’s GDP. We tested different
bivariate relationships to assess the factors that
appeared to influence rattan prices at the farm
gate, exports of rattan products and exports of
unprocessed and semi-processed rattan. Many of
the people we interviewed during this assessment
considered export quotas and bans to be the main
factors influencing trade volumes and prices. The
assumption prevalent in the furniture industry
and among rattan traders is that export quotas

or free rattan exports would direct trade toward
overseas competitors and thus have a negative
impact on Indonesia’s furniture producers and
exporters. This view is not supported by our data:
officially reported exports of rattan products were
significantly lower during years of export bans
than during years of free trade and export quotas

(ANOVA, p < 0.0001; Figure 8).
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Figure 6. Farm-gate prices of rattan in West Kutai in USD at average exchange rates for each year.
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Figure 7. Prices of unprocessed rattan and rice in
West Kutai from 1984 to 2010 (in IDR).

Nor was there any clear indication that, during
years of free trade or partial bans, overall trade in
rattan decreased (in fact, the opposite seems to be
the case) or that overall trade increased significantly
during periods when export of unprocessed and
semi-processed rattan was banned (Figure 9).
What is clear, however, is that a ban on exports
of unprocessed and semi-processed rattan leads
to a significant decline in their export volumes,

at least for exports that were officially registered
(Figure 10). This is of course to be expected,
because any illegal exports would be easily
recognized as such.

The major decline in rattan furniture exports, as
reported by Java-based furniture producers and
traders, can probably only partly be blamed on

the rattan export quotas that have been in place
since 2005. As seen in Figure 11, 2004, the year
of the total ban, was the best year for exports of
rattan furniture in the Cirebon district. The period
leading up to 2004, however, was a time of free
trade (under the IMF bailout agreement), and
exports showed a steady increase from 10,345
containers per year in 1999 to 13,234 in 2003.
Trade then declined during the period 2005-2007
when a partial ban and export quotas were in place,
but then increased again under the same policy
conditions in 2008, before significantly decreasing
in 2009 (Figure 11). Given that policies did not

Rattan

2.0E8 ° o
o
=3
2
S 1.5E8 -
o
<
9]
c
]
5 1.0E8 + @
-
o
v
g
S 5.0E7
>
3 °
o
'—

0.0EO

T T T
free trade exportban  partial export ban

Export Ban Policy

Figure 8. Export volumes of rattan products in
relation to export policy in Indonesia

change during this period, this decline in 2009 is
more likely the result of decreased international
demand following the economic crisis, although we
cannot exclude the possibility that large volumes
of rattan were smuggled overseas under the partial
ban conditions, thus affecting trade conditions

in Java.

The impact of export policies on rattan prices
could be interpreted in two ways. Figure 12 seems
to generally confirm that during periods of export
bans, rattan prices are higher in USD value, thus
providing more purchasing power. When expressed
in IDR, however, export policy does not seem to
have a clear effect on price. The graphs indicate
that during periods of free trade, farm-gate prices
for rattan increased (both in USD — although
only marginally — and in IDR), while during
export bans, prices either were relatively stable

(in IDR) or declined significantly (in USD). The
partial export ban conditions provided a mixed
picture of declining prices (in both USD and IDR)
during the period 1992-1997 (when export tariffs
were very high), while they increased in IDR value
and stayed stable in USD value from 2005 onward.

We tested the assumption by Agus (2001) that, in
addition to bans, the exchange rates for the rupiah
to the yen, yuan and US dollar and Indonesian

interest rates were important factors for the rattan
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Figure 9. Total rattan exports from year to year in periods of total export bans of unprocessed and semi-
processed rattan, partial bans or free trade
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different export policies



15,000

Rattan

Number of containers exporting rattan ted from Cirebon

10,000 -
5,000 A
O |

il

1999 2000 2001 2002 2003

Figure 11. Export of rattan furniture from Cirebon

Source: Based on information from Disperindag Cirebon

trade and export. The IDR/USD exchange rate

is indeed strongly correlated with total export
volumes of rattan products (Pearson’s correlation,
2-tailed: r = 0.68; p < 0.0001; N = 33), suggesting
that the stronger the rupiah relative to the USD,
the more expensive Indonesian rattan becomes and
the less is exported. Neither the yen nor the yuan
exchange rates showed significant correlations with
Indonesian export volumes. The credit interest
rates in Indonesia did, however, show significant
negative correlations with total export volumes of
rattan products (Pearson’s correlation, 2-tailed:
r=-0.54; p < 0.008; N = 23) (Figure 13), possibly
because lower credit rates stimulate business

in general.

Finally, we performed time series and regression
analyses to determine the overall impact of the
different macroeconomic variables on rattan farm-
gate prices. Our null hypothesis was that the raw
rattan price corrected for inflation is influenced by
the rattan product export volume from Cirebon

2004 2005 2006 2007 2008 2009

Year

(the Indonesian center of rattan furniture and
handicraft production), the implementation of a
free trade policy (in 2004) and the exchange rate
of IDR to USD. By applying a linear regression,
we found that the coefficient determination of

the model is high at 95.5%, suggesting that the
model can strongly explain the variation in the
rattan price corrected by inflation. The data suggest
that if a free trade policy is implemented, export
volumes from Cirebon increase and the rupiah
weakens against the US dollar, then rattan farm-
gate prices (corrected by inflation) will increase. An
ANOVA test showed that the model is statistically
significant (p = 0.016, N = 7). The model for this
is: Rattan price corrected by inflation = f (Rattan
Exported from Cirebon in Container, Rattan

Free Trade Policy, IDR relative to USD), with

the coefhicients given in Table 6. This indicates
that trade policy is the weakest predictor of rattan
farm-gate prices. Individual correlation coefhcients
between the variables are shown in Table 7.
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Figure 13. Indonesian credit interest rates versus total export volumes of rattan products (with 95%
confidence interval around linear fit)

Table 6. Model coefficients with dependent variable: Rattan price corrected by inflation.

Unstandardized coefficients Sl

Model coefficients T Sig.
B Std. Error Beta

(Constant) -2.547 0.923 -2.759 0.070

Rattan Exported from 0.000 0.000 0.857 4.546 0.020

Cirebon (Container)

Rattan Free Trade Policy 0.118 0.161 0.140 0.736 0.515

IDR relative to USD 0.000 0.000 0.470 3.680 0.035

Table 7. Correlation coefficients between the variables used in the model to predict rattan
farm-gate prices.

Rattan price Rattan.export Rattan frge IDR exchange
from Cirebon trade policy rate
Pearson’s Rattan Price 1.000 0.867 -0.641 0.642
Correlation®  pattan Exported from Cirebon 0.867 1.000 -0.759 0.246
Rattan Free Trade Policy -0.641 -0.759 1.000 -0.278
IDR Exchange Rate 0.642 0.246 -0.278 1.000
Sig. (1-tailed) Rattan Price 0.006 0.060 0.060
Rattan Exported from Cirebon 0.006 0.024 0.297
Rattan Free Trade Policy 0.060 0.024 0.273
IDR Exchange Rate 0.060 0.297 0.273

a The relationship between Rattan Free Trade Policy (0 = no free trade and 1= free trade) and other variables are expressed as a
nonparametric relationship, others as a Pearson’s correlation.



6 Results from repeat interviews

6.1 Data quality

The CSF repeat household surveys resulted in 129
interviews. We rejected 15 of these because the
households had not been surveyed in 2004 but
were new additions. The quality control by one

of us (MW) suggested that the interviews had not
been done as carefully and accurately as we had
hoped. For example, it was found that the purpose
of the interview had not been clearly explained,
and overall the interviews were done rather
quickly (taking about 30 minutes per interview).
It appeared that sometimes the interviewer had
used his own judgment on what to ask rather

than following the interview questionnaire. This
may have resulted in misinformation or missed
information, which was evident in one control
interview in which a household that had that week
been interviewed by CSF was asked questions
again. In one instance, it turned out that the CSF
interviewer had missed some income items (in this
case from candlenut; in another, the income from
fruit trees had been overlooked). In response, the
CSF interviewer said that asking detailed questions
would have been too time consuming considering
the target of completing at least 125 interviews in
some 20 villages.

These cross-checks thus showed that the results
from the repeat interviews may not be 100%
accurate or complete. This may also be the case for
the initial interviews in 2004, which were likewise
conducted by CSF, and in one case by the same
interviewer. In fact, a CSF progress report from
1999 suggested that similar problems had occurred
in the determination of household incomes (CSF
1999), although we do not know whether these
problems were solved during the 2004 surveys. We
compensated for the anticipated inaccuracies by
analyzing only subsets of the data where we had
confidence that these were accurate, for example
where they concerned simple yes/no answers or
where consistency checking of the data indicated
that those particular questions had been asked with
enough attention to detail. We realize that, as with
any interview-based surveys, there is error in the

data (Meijaard et al. 2011), but overall we think
that our approach is justified and that the results
provide a good reflection of reality.

6.2 Impacts on local livelihoods
based on repeat interviews

From the 859 households that were initially
surveyed in 2005 (assessment household incomes
in 2004), our repeat interviews resulted in 98
useable household interviews. A cross tabulation
showed that 9 of the 43 households that did not
have a rattan garden in 2004 had established one
by 2010, and that 41 of the 55 households that
did have a rattan garden in 2004 had retained it.
The proportion of households with a rattan garden
appeared to fall slightly, from 56.1% in 2004 to
51.0% in 2010 (Table 8), but people that owned
rattan gardens in 2004 were highly likely to have
still had them in 2010 (Chi-square 27.76, df = 1,
p-value = 0.000).

Table 8. Cross tabulation of households with
and without rattan gardens in 2004 and 2010

Owned rattan

garden in
2004 Total
" No Yes
Owned rattan No 34 14 48
garden in 2011 Yes 9 41 50
Total 43 55 98

In contrast, the proportion of households

in the sample with rubber gardens increased
considerably (Table 9): from 43.8% in 2004 to
85.7% in 2010. Obviously, high rubber prices are
driving a production shift among these farming
communities.

We compared total household income in 2010
with that in 2004, and found that uncorrected



Table 9. Cross tabulation of households with
and without rubber gardens in 2004 and 2010.

Owned
rubber garden
in 2004 Total
No Yes
Owned rubber No 11 3 14
garden in 2011 Ve 44 40 84
Total 55 43 98

nominal income (not taking inflation into
consideration) was substantially higher in 2010.
Average monthly household income in 2004 was
IDR 1,677,676 and in 2010 IDR 3,040,170.
However, using a cumulative inflation correction
over these six years of 65%, based on annual

inflation rates, real household incomes have hardly
increased (2010: IDR 1,842,527).

Monthly household expenses also increased
significantly between 2004 and 2010: average
2004 expenses were IDR 1,059,563; average 2010
expenses were IDR 2,219,307. This suggests that

net household income (income minus expenses)

Rattan

for our subset of households increased from
IDR 618,113/month in 2004 to IDR 820,863/
month in 2010, an increase of 32.8% in 6 years.
This is, however, about half the cumulative
consumer price inflation over the same period,
suggesting that real incomes have declined.

The repeat interviews showed that 8% of our
respondents in 2004 earned income from rattan
compared with only 3% of respondents in 2010.
This is indicative of the declining role of rattan

in community livelihoods. Those who earned
income from rattan in 2004 obtained an average
of 44% of their monthly household income from
rattan (range 11-98%), whereas in 2010, rattan
contributed 38% of the total household income of
rattan-producing families (range 8-95%). Overall,
it appears that rattan is becoming less important as
a source of household income in West Kutai.

We tested whether having a rattan garden had a
positive influence on household income and how
this had changed between 2004 and 2010. In both
years, households with rattan gardens reported
slightly higher average incomes than households
without rattan gardens, but in neither year were
these differences statistically significant (Table 10).

Table 10. Differences in income between 2004 and 2010 for households with or without

rattan gardens.

Own rattan garden N Mean Median Std deviation F-test p-value
2004 No 43 1,514,636 1,029,167 1,678,565 0.81 0.37
Yes 54 1,807,505 1,272,333 1,519,390
Total 97 1,677,677 1,199,667 1,590,153
2010 No 47 2,887,222 2,365,000 2,110,581 0.29 0.59
Yes 50 3,183,942 1,975,000 3,140,386
Total 97 3,040,170 2,300,000 2,681,498
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7 Discussion

7.1 State of rattan in Indonesia

It appears that, since the 1980s, the Indonesian
rattan industry has been the playing field of
several political and economic interest groups,
with different groups representing different

parts of the rattan market chain. Many of the
opinions held by industry stakeholders are not
supported by economic facts; rather, they reflect
political messaging that is then repeated by the
constituents of the different groups. This became
clear through the interviews conducted for this
study. Through our analysis of macroeconomic
data, we have tried to elucidate the state of
Indonesia’s rattan sector and assess how this

state is influenced by the actions and policies of
different stakeholders. This was made harder by
the relative unreliability of the available rattan-
related datasets, in which data have been poorly
recorded (for example, by not using appropriate
HS codes), or possibly because of illegal activities
such as rattan smuggling that would go largely
unrecorded. Nevertheless, a general picture
emerges of where the rattan industry is as of mid-
2011, the key factors that influence it and the
possible solutions for improving the health of the
industry and ultimately reducing deforestation and
rural poverty.

The rattan industry in Indonesia appears to be at

a turning point, at least with regard to its role as

a reliable source of income for rural communities
in East Kalimantan. Kalimantan’s rattan farmers
have turned to other cash crops such as rubber

and oil palm. This is affecting the rattan furniture
industry in Java, which often has a supply shortage;
interestingly, overseas buyers also mentioned

supply shortages.

The Indonesian furniture industry is also affected
by a general decline in international demand for
natural rattan products. Since the economic crisis
in 2008, overseas consumers appear to be less
interested in furniture and other rattan products,
while at the same time, there is a trend toward
rattan-alternatives such as synthetics and Lloyd
Loom. The high value of the rupiah also makes

Indonesian exports relatively expensive, especially
considering the more stable and inexpensive
Chinese yuan. This is affecting the furniture
industry in Java. AMKRI announced in June 2009
that, because of the decline in foreign demand for
Indonesian furniture, the industry had had to lay
off nearly 35,000 workers in early 2009. In May
2009, as reported in the Indonesian newspaper
Kompas (Tuesday, 11 August 2009), the chair

of ASMINDO, Ambar P. Tjahyono, announced
that the export value of Indonesian furniture

to a number of countries had declined by 30%

in the second quarter 2009, compared to 2008
(Tambunan 2010).

It is unclear how the situation of reduced rattan
supplies under low price conditions and reduced
international demand for rattan products is going
to change in the near future, especially given the
recently reinstated ban on exports of raw and semi-
processed rattan. Our analysis indicates that past
rattan export bans resulted in either declining or
unchanged rattan farm-gate prices, while export
volumes of rattan products were significantly lower
during years of export bans for raw and semi-
processed rattan than during years of free trade and
export quotas/partial export bans. Thus we predict
that the 2011 export ban will either lower rattan
farm-gate prices or keep them at the presently low
levels. This would further increase the reluctance
of rattan harvesters and farmers to harvest

their rattan. A shortage of rattan supply to the
furniture industry may further reduce Indonesia’s
competitiveness with other countries such as China
or Vietnam.

Information from interviews suggests that the
rattan prices that farmers are receiving are at least
to some extent determined by price fixing, with
certain individuals able to determine the volumes
supplied to the domestic and international markets
and the price at which that happens. Evidence for
such cartels is lacking, but it provides at least one
logical explanation why relative prices (expressed
in USD or corrected for inflation) have remained
stable or declined over the past few years despite
high demand for raw and semi-processed rattan



(both domestic and international) and reduced
supplies. In an open market, the shortage of rattan
supply should have led to higher prices, thus
creating more incentives for harvesting. We expect
that price fixing in the internal rattan trade will
prevent market mechanisms from correcting farm-
gate prices upward when supplies dwindle. Higher
international rattan prices might increase the illegal
export of rattan. Without further knowledge about
price fixing, we can only speculate on this, but
recommend that the Indonesian government or
rattan interest groups look further into price-fixing
allegations.

The main factors that influence export volumes
are the relative value of the rupiah, Indonesian
credit interest rates and international demand for
rattan products. This demand has been affected
by the global economic crisis that started in
2008. In addition, competition from China and
other furniture-producing countries appears to
be increasing. Without looking in more detail

at the Chinese and other markets, we cannot
judge whether they are indeed able to produce
furniture more cheaply than Indonesia can, with
less government interference and lower taxes,
tariffs and other regulatory costs. What seems clear
is that the Indonesian rattan industry requires
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a more focused direction and strategy in which
markets (new and old) are targeted with a specific
understanding of the kinds of products that

these markets require and an ability to translate
understanding into diversification of the industry.
Whether it is the role of the government or of
rattan industry associations such as ASMINDO

to more effectively promote Indonesian rattan is
unclear, but most of our informants suggested that
the lack of such promotion is a major weakness of
the Indonesian industry that needs to be addressed
to give the industry a badly needed boost.

With regard to rattan policies, the situation of
partially condoned exports that existed in 2010
and 2011 appears to be the worst of three options
(no ban, partial ban, full ban). Although we cannot
quantify the amount of rattan smuggling that

is taking place, if any, many informants suggest
that this is happening, mostly because the export
quotas have left a regulatory gray area that can
easily be exploited by unscrupulous traders. The
partial export quotas have allegedly resulted in a
situation where at least some of the unprocessed
and semi-processed rattan in Indonesia is illegally
exported to other countries that produce rattan
furniture. There are now 62 licensed rattan
exporters in Indonesia (Table 11), with official

Table 11. Number of companies with a rattan export license in each province in Indonesia (note

there are none in East Kalimantan).

Province ETRa WSTSI  SemiTs| \'W/Ssemi  Seminon - SemiTSl/ ‘,Tvs{f;ss:mmul
TSI TSI Non TSI NTSI

North Sumatra 2 2

West Sumatra 3 3

South Sumatra 1 1

Lampung 1 1

West Kalimantan 1 1

Cent. Kalimantan 26 20 5 1

South Kalimantan 13 5 2

West Nusa Tenggara 1 1

South Sulawesi 6 6

Cent. Sulawesi 5 5

SE Sulawesi 2 2

Gorontalo 1 1

TOTAL 62 25 10 16 5 5

a Abbreviations: WS = Washed and Sulfurized; TSI = Taman: Sega, Irit (planted rattan species); Semi = Semi finished; and

ETR = Registered Rattan Exporter (Exportir Terdaftar Rotan).
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trade data suggesting that these companies export
less than the export quotas. Of course, if smuggling
were taking place, it would not be recorded in the
official data. The exporting process and related
paperwork can apparently be manipulated with
relative ease, with paper records rarely coinciding
with actual export volumes. The difficulty is
apparently that no tools are available to weigh
container contents, so volumes can only be roughly
estimated. In addition, several informants told us
that rattan furniture was mixed with unprocessed
and semi-processed rattan hidden in the back of
containers. Together, the 62 licensed exporters
export some 28,000 tons of unprocessed and
semi-processed rattan per year. If official figures
can be trusted, 97% of that (27,265 tons) goes to
China (Table 12).

Our findings about Indonesia’s rattan industry
are reflected in a recent country analysis by the
Harvard Kennedy School Indonesia Program (Ash
Center 2010). This study found that a weakness
of Indonesia was that it has not succeeded

in linking into the Chinese supply chains, as
Thailand, Malaysia and the Philippines have done.
This reflects the more general “license kerajaan”
analogous to the License Raj of pre-reform India
(Ash Center 2010). Over-regulation protects
incumbent large firms, such as the major rattan
exporters and furniture producers, and penalizes
startups and small companies, such as those we
encountered during our survey that were trying to
break the stranglehold on rattan export. The high
entry price into the industry also forces thousands
of small and medium-scale rattan farmers, traders,
middlemen and furniture producers to remain in
the informal sector. The Harvard report suggests
that retreating behind tariff barriers is not a viable
strategy, and that Indonesia needs to develop

a better branding strategy and the means for
linking its natural resource base to both a healthier
domestic industry and an international market

for products such as rattan. Indonesian rattan

producers along the supply chain urgently need to
modernize and develop products that can compete
with those from overseas. Better awareness of

the kinds of products overseas markets require is
needed to increase exports. This in turn should
fuel domestic demand for raw and semi-processed
rattan. It is unclear whether that increase in
demand would be sufficiently high and would
come soon enough to keep farmers interested in
rattan production.

Recent policy developments do not suggest that
Indonesia is changing its ways yet. The government
still seems to over-regulate the rattan industry.

The latest rattan trade regulation (36/M-DAG/
PER/2011) supposedly supports the raw rattan
export ban by giving authorities more power

to control the trade. Inter-island trade will be
monitored by an independent surveyor body (PT
Sucofindo, of which most shares belong to the
government and it is considered a State-Owned
Enterprise), which is licensed by the Ministry of
Trade. Both policies will, however, likely add to
the already heavy bureaucracy involved in rattan
trade. Despite this policy development, there
might be some room for optimism. Whereas in
the past the different rattan interest groups held
radically different opinions regarding rattan trade
restrictions in Indonesia, it seems that increasingly
these groups share similar views. Both ASMINDO
and AMKRI, which have traditionally opposed the
export of raw and semi-processed rattan, have since
20009, called for larger quotas of raw and semi-
processed rattan and lower administrative costs.
Ambar Tjahyono, the chairman of ASMINDO,
said that he had asked the government to revise
the present regulation, and allow at least 30%

of Indonesia’s raw rattan to be exported (Jakarta
Globe 2009). It would be helpful if the different
interest groups could be further brought together
by sharing hard data on the relationships

between policies, prices and trade volumes, so

that stakeholders can jointly develop an optimal

Table 12. China’s imports and exports of rattans for plaiting, rattan basketwork, bamboo and rattan
furniture, rattan plaits, rattan plaited products, and bamboo and rattan chairs for 2008.

Reporting country Import/export

Trading partners Quantity (metric ton)

China Imports from
China Imports from
China Exports to

Indonesia 27,265
All World 37,012
All World 37,001

Source: INBAR trade database



strategy that maximizes the benefits for all actors
along Indonesia’s rattan market chain.

7.2 Socioeconomic impacts at the
village level

The present study suggests that rattan has become
less important as a source of household income
than it was in 2004. Farmers are holding on to
their rattan gardens only in the hope of price
increases. Nominal household incomes have
increased since CIFOR finished its research,
although real incomes have shown only marginal,
statistically nonsignificant gains. Nor are the
income differences between people with and
without rattan significant. Overall, it appears
that, at least in West Kutai, rattan is no longer
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an important source of rural income, a situation
that earlier CIFOR publications had foreseen
(Belcher et al. 2004b; Belcher 2007; Belcher and
Schreckenberg 2007). It also appears that rattan
does not play a major role in poverty alleviation,
although we note that rattan does provide people
with a fallback resource when other sources of
income fail.

7.3 The value of rattan production for

forests and forest wildlife

One of the reasons for the widespread focus
on rattan and other NTFPs is their potential
contribution to the sustainable management
of forests and a reduction in deforestation. As
Figure 14 shows, the rattan gardens mapped in
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Figure 14. The 2009 forest map for the West Kutai area, with orange polygons showing the
locations of some rattan gardens mapped by SHK in 2004

Note: All mapped rattan gardens are in areas classified as ‘thin vegetation!
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2004 were in areas classified as degraded or non-
forest. This is to be expected considering that
rattan in West Kutai is cultivated in slash-and-
burn areas where forest is cleared first and then
allowed to regrow. Depending on the age of the
gardens, the resulting vegetation is secondary.
Because rattan grows best with broad sunlight,
well-maintained rattan gardens require a relatively
open tree canopy. Under such conditions, rattan
cultivation in West Kutai does not in itself
protect forests.

In theory, it might still be possible that the
revenues generated from rattan gardens inside
forests would reduce incentives for local people

to open these forest areas. However, the rapid
economic development in West Kutai, the lack

of secure tenure and the high demand for land
from plantations and mining companies are
providing rattan farmers with new alternatives.
Among these are the option to sell land, the
improved infrastructure that reduces the costs

of transporting their agricultural produce, and
higher prices for commodities such as rubber
compared with rattan. These factors are likely to
reduce any links between rattan and its role in
forest protection. Nevertheless, we were unable to
study this process in detail, and it is possible that
rattan areas provide some buffer between more
intensively used areas and remaining natural forest.
In addition, the presence of rattan may make it less
likely that farmers will consider selling their land
or converting it to other crops as they hold on to
it for potential future income. Having rattan may
offer a small net benefit, although this will depend
on how rattan prices develop compared with those
of other commodities, as well as land prices.

The potential of rattan to play a role in biodiversity
conservation has been highlighted by several

authors (Matius 2004; Garcia-Fernandez and
Casado 2005; Abrahameczyk et al. 2008). During
the field surveys, we visited several rattan gardens
in West Kutai, where most commercial rattan is
planted. These gardens ranged in age from 10 to 20
years and were located in secondary forest regrowth
with open canopy, an approximate tree height of
15 to 25 m, and average dbh (diameter at breast
height) of trees (> 10 cm) of about 20-25 cm. In
general, these rattan gardens consisted of quite
scrubby vegetation, and although this is based on
short impressions only, these gardens appeared to
be of relatively little importance to forest wildlife.
Nevertheless, because rattan gardens are generally
shaded and have a larger variety of plant species
than monoculture plantations, rattan gardens

will undoubtedly have a higher species diversity
than plantations of oil palm, Eucalyptus spp. or
Acacia spp. (Siebert 2002). However, there are

no detailed analyses of the conservation value of
rattan under different production and cultivation
systems. Such studies would be important because
the conservation value of an intensively managed
rattan garden planted in a non-forest matrix

is likely to be a lot lower than the value of an

area of natural rainforest from which rattan is
occasionally harvested.

Rattan may have an additional value in forest
conservation and environmental services. Because
many rattan species are planted close to rivers (for
transportation purposes and because many species
like wet conditions), such rattan gardens or stands
of natural rattan could act as riverine buffers. This
implies that rattan may have some impact on
reducing soil runoff and erosion and play a role in
flood control. This suggestion is speculative only
and requires further study.



8 Recommendations: Suggested
follow-up activities

Policy discussions are hampered by a lack

of information on rattan prices and trade
volumes, the impact on the livelihoods of
different people in the rattan industry, and
the number of people whose livelihoods
(partly) depend on rattan. There also remains
great uncertainty about the total area of
planted and natural rattan producing areas,
with estimates in Indonesia varying by

an order of magnitude. This uncertainty
hampers the development of sustainable
management strategies and annual allowable
harvest volumes. ITTO (2007) has made a
start at developing more accurate estimates,
partly based on the production potential for
different rattan species measured in the field.
Nevertheless, for the total production area
they still rely on poorly documented estimates
from the Ministry of Forestry. A GIS-based
modeling exercise should provide a step in
the direction of getting better data on rattan
production potential in Indonesia. There is also
a need for more accurate data on actual rattan
harvests, local rattan use, rattan consumption
by rattan product makers, as well as reliable
figures on rattan imports and exports, and

a better understanding of rattan smuggling.
We recommend that one person in CIFOR
be assigned to maintain a database on rattan
farm-gate prices and other key economic
variables in Indonesia’s most important
rattan-producing areas: West Kutai, Central
Kalimantan, Central Sulawesi, and possibly
also Aceh and eastern Indonesia. This could be
done on a monthly basis, mostly through email
or telephone communication with CIFOR
partners in these areas.

The Indonesian rattan industry as a whole
could greatly benefit from a government
roadmap that determines the available rattan
supplies, the needs of the domestic industry
and the potential for unprocessed and semi-
processed rattan exports. The government

could also be more proactive in promoting
Indonesian rattan overseas and developing
new markets (Middle East, Eastern Europe,
South America), reduce production costs and
administrative requirements, break up possible
price cartels and effectively monitor exports to
reduce smuggling.

A possible role for CIFOR would be to
provide scientific input into the development
of a national rattan action plan. ITTO went
some way toward this (Manila 2010), but

still relied on generally poor data. More
accurate information on rattan trade, future
development in the rattan products market,
production capacity in forests and planted
rattan gardens, and international trade,
including illegal trade, are all needed for better-
guided rattan policies. The basic aim would be
to determine what trade legislation would yield
the best macro and microeconomic results

for Indonesia.

There generally seems to be very poor
information flow between rattan producers and
domestic rattan consumers. It might be worth
investigating whether an online trading system
could be developed to enable consumers and
producers to directly communicate about
volumes, specifications, price and design
trends. Such an investigation would also
require a better understanding of the amount
of price fixing that is taking place and if any
effective cartels exist within the Indonesian
rattan industry.

This study has provided a rather
unsophisticated economic analysis of how
different macroeconomic variables affect rattan
trade volumes and prices in Indonesia. A more
robust analysis of the data might provide a
more convincing tool to revise rattan-related
policies or provide more specific policy
recommendations and discuss these with rattan
interest groups.
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Appendix: Results from

In-depth interviews

From our field visits and in-depth interviews, we
developed a general understanding of the state of
rattan trade in Indonesia as seen from different
perspectives. The overall impression is that rattan
trade in 2011 is in decline. Raw rattan prices
hardly justify the effort of harvesting it and many
rattan gardens are no longer maintained. While
rattan supply is suppressed, demand seems to
remain high, but this does not seem to be leading
to higher prices. In the following, we explore
various aspects of the rattan trade dynamics, using
the responses from interviews.

Rattan harvesters and farmers

The uncompetitive price of rattan was clearly
expressed by one farmer who said that, in 1985,

1 kg of rattan would buy 3 kg of rice, whereas
now 4 kg of rattan is needed to buy 1 kg of rice.
Rattan prices are now so low that few people are
harvesting. This has been amplified by the arrival
in the area of oil palm companies. Oil palm
companies pay local workers IDR 46,000 per day
for relatively light work. To get the same amount
of money, they would have to harvest some 30 kg
of rattan per day, which is much harder work.
People are happy about the presence of oil palm
plantations in this remote area, because of the
income security it provides them.

There is still a lot of rattan in the area, both planted
and natural, but people are neither cutting nor
maintaining these rattan stands. This is also because
the price of rubber, at IDR 14,000/kg, was higher
than ever and farmers could make as much as

IDR 4,500,000 per month from rubber cultivation.
They would have to harvest 3 tons of rattan per
hectare per month to compete with rubber. In 2005,
the price of dry rattan was IDR 2,800/kg, even
lower than now, but people were still harvesting
rattan because the rubber and oil palm alternatives
were not yet available. The farmers said they would
cut rattan again if the price for wet sega rattan was
between IDR 2,000 and 3,000/kg. If prices do

not rise soon, they are likely to convert their land

to rubber or sell it to the companies. Rubber has
similar advantages as rattan: both can be harvested
whenever there is a need for cash and both can be
stored for some time after harvesting without loss of
quality (although rubber can be stored considerably
longer than rattan). Also, like rattan, rubber requires
little maintenance and low levels of fertilizer (if any),
especially compared with oil palm, which requires
much more weeding and fertilizer, and the fruits
must be harvested when ripe and processed in a
factory within 24 hours of harvest.

One rattan collector commented that rattan is
becoming increasingly hard to find. He used to walk
about 1-2 km to collect rattan but nowadays he
needs to carry the rattan over much longer distances.
He said that the demand for rattan remained high
but that prices were too low at the moment and few
people bothered to look for rattan. Revenue sharing
between the rattan garden owner and collectors is
increasingly common, often on a 50-50 basis. One
of the rattan species that is still commonly harvested
is pulut merah, for which farm-gate prices of

IDR 6,000/kg are still paid, i.e. four times as much
as for sega.

Other NTEPs such as forest honey and gaharu
(Aquilaria malaccensis) are rare in this area because
of over-extraction. Illegal logging was once rampant
but has stopped because of strict law enforcement.
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One farmer expressed the hope that these
restrictions would be reduced soon, so that they
could go back to cutting trees.

It is important to keep farming activities going
because it strengthens tenure and it makes

it harder for other people to steal the land.
However, careful timing is required because the
longer farmers hold onto their land, the more
likely someone else will lay claim to it and sell
it to a company without their knowledge.> One
farmer felt that he had to sell his land to a coal-
mining company, even though the price was too
low, before someone else claimed the land and
sold it.

One farmer said that, overall, rattan contributes
very little to the household’s welfare. Rather, they
keep rattan because it is low maintenance and it
can cover small expenses, but it does not generate
enough revenue for investment and therefore does
not provide a means to substantially lift people’s
standard of living. He concluded that the future
of rattan is unclear, as there is neither direction
from government nor from price.

Local rattan traders

There is still a very large amount of harvestable
rattan in West Kutai. In the Besiq area alone, as
one trader told us, some 100-200 tons of rattan
could be harvested each year. However, very

few can be bothered with rattan because of the
low prices. Local traders are still buying rattan,
although at a rapidly decreasing rate. One trader
was still selling 30 tons of rattan per month in
2009, but that had fallen to 2.5 tons per month
in 2010. The demand is there, but the supply is
not. This is causing a shift in the trade away from
Kalimantan to Sulawesi, where people have fewer
alternative sources of income and are therefore still
willing to harvest rattan.

Many farmers are selling their land to oil palm
plantations, although more recently farmers are
having second thoughts about this. Increasingly
rattan is used in land speculation as it secures
tenure, and the presence of rattan makes it less
likely that the land is converted to other uses. One
trader requested that CIFOR provide help in policy

discussions with a view to increasing rattan prices.

2 Farmers rarely have legal title to land and tenure rights
are often claimed on the basis of present or past use.



Rattan middlemen

Rattan trade in West Kutai District has
significantly declined. One trader reported that,

in the 1980s, he would trade up to 100 tons of
rattan/month, whereas now he generally trades
between 2 and 3 tons/month. Another trader said,
“Now the money is looking for rattan, whereas

in the past rattan looked for the money.” The
demand from Java is strong enough and rattan is
still growing in the forest and gardens, but very few
are harvesting. In general, indigenous people have
stopped farming and are looking at opportunities
to sell their land or grow more lucrative cash crops.
Only the Javanese immigrant population is still
growing crops.

Several traders commented on the SKAU
regulation (see Box 2), which apparently adds
some 5-10% to the cost of trading. The SKAU
regulation is stifling trade and adds significantly

to the cost of trading rattan: “[The Ministry of]
Forestry is greedy. They already eat enough from
timber, why do they want to eat more from rattan,
which is not even grown in forests?”

Several traders raised the issue of the lack of supply
of rattan workers. Young people do not want to
work in forests anymore. They want a motorbike
that can take them to their rubber garden, but

do not like anything requiring long walks or
carrying heavy loads. This makes it hard to keep
rattan production up. “Morality has changed in
West Kutai with all the developments — it is all
money grabbing — rattan does not fit anymore in
this world.”

Nevertheless, rattan traders remained optimistic.
If the rattan price is right, people will return to
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Box 2. SKAU (Letter of Origin)

Ministerial Decree No. P.51/Menhut-11/2006
requires that all forest products harvested on land
legally claimed by a private individual or company
have a Letter of Origin or Surat Keterangan Asal
Usul (SKAU), before they can be transported.

The Decree requires that the SKAU be issued by a
village head or government official equal to the
level of village head. The District Head (Bupati) or
City Mayor has the authority to appoint the issuer
based on a proposal from the Head of the District
Forest Service.

In some districts in Central Kalimantan, the village
head issues the SKAU which is an easy, quick and
not too expensive process. In West Kutai, the SKAU
is issued by the District Forest Service. Obtaining
the SKAU in West Kutai requires at least a day and
an official payment of IDR 30,000 per ton, but
reportedly traders pay between IDR 1,300,000 and
1,400,000 per truck, or about IDR 145,000 per ton.

Several interviewees raised the question why
rattan should be taxed through the Ministry of
Forestry. Because in West Kutai nearly all rattan
is planted, most consider it an agricultural not
forest product.

Agricultural products such as rubber pay a levy
to the Dinas Pendapatan Daerah of IDR 150,000/
truck, or less than one tenth of what is paid for
rattan. This makes it important to determine
whether rattan should be considered a forest or
agricultural product.

their gardens and once again maintain them and
harvest their rattan. Presently prices are around
IDR 1,500/kg wet sega, and a 30% increase to
IDR 2,000 would get people back into their
gardens to harvest.

Rattan traders in Samarinda

Rattan trade was at its peak between 1980 and
2000, but presently it is about “17%” of what
it used to be. Previously, some 20-30 species of
rattan were sold to the Javanese, but no longer.
Recently one major trader shut down his rattan
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warehouse in Samarinda. The demand from Java

is insufficient and only serves about 25% of the
total production potential in East Kalimantan. The
present export quotas are far too limited as they
only relate to two species. Because of the export
bans and quotas, rattan is rotting in the forest and
gardens. Also, the furniture producers are suffering;
only about 30% of Cirebon’s producers are still in
business.

One trader said that it is a misconception that
rattan export from Samarinda is not allowed. It can
be arranged legally through the right channels, but

so far no one has bothered to make the effort.

Another trader mentioned the significant costs of
transporting rattan, with several checkpoints on
the road between Surabaya and factories requiring
payments of “several million rupiah” (several

hundred US dollars) per truck.

There appears to be significant illegal trade in
rattan. One trader mentioned that Indonesia is
importing cheap rattan furniture from China,

but with China producing very little, if any,
rattan itself. This raises the question of how

much (smuggled) Indonesian rattan was used in
the first place. Note that official trade data from
UN Comtrade support this allegation, but with
China having exported only about 100 tons of
rattan furniture to Indonesia in 2009, the trade
may not be as extensive as suggested. According
to the interviewee, smuggling apparently happens
from Java by half-filling containers with rattan
furniture and the remainder with hidden raw

and semi-processed rattan. This load is then sent
to Japan and China. Another trader mentioned
that Chinese buyers now come directly to East
Kalimantan to negotiate deals with local traders or
farmers. They arrange export to China through an
exporter in Java.

One interviewee recommended that the
government [of Indonesia] consider how China
can produce rattan furniture more cheaply than
Indonesia. He claimed that Indonesia’s preference
for taxes and tariffs, and high transaction costs
because of corruption, made their international
rattan trade uncompetitive. However, one trader
did not believe that policy and export regulations
had an impact on the rattan price. He said
ultimately the prices are determined by demand
(overseas and domestic).

There were also comments about the risks of the
oil palm and coal industries for rattan trade. One
interviewee said, “If the government does not get
on top of oil palm and coal, rattan will be dead
soon.” He went on to say that the government has
the responsibility to control these industries and
maintain a healthy environment: “They need to be
brave enough to prohibit further oil palm and coal
mining expansion’.

Rattan traders in Java

The industry in Java is in decline, with 60-70% of
the local rattan traders having gone out of business in
the past few years. One rattan trader in Cirebon who
supplies the local furniture industry suggested that
the main reasons for the decline in furniture exports
were the high rupiah relative to the US dollar and the
high price of oil, which reduced profit margins. There
has also been a shift in the market to synthetic rattan,
with some traders exporting 80% synthetic products
versus 20% natural rattan ones.

Government ineptness regarding rattan was seen as
a serious obstacle, with interviewees saying that few
people in the national government had sufficient

understanding of the dynamics of the rattan market

and industry.

Several traders said that lifting the export quotas
would be a very bad idea, as it would reduce national
rattan prices and allow competitors such as China to
profit. Others suggested that the export quotas are
simply a convenient tool to allow traders in Sulawesi,
Sumatra and Kalimantan to illegally export vast
amounts of unprocessed rattan to China, Taiwan and
Singapore. Custom officers cannot tell the difference
between different types of rattan, and no one checks
whether volumes recorded on paper match what

was in the container. Underreporting of half the
container contents is common. Presently, most of
the high-quality rattan is thought to go to China and
other rattan-importing countries, with the poorer-
quality rattan staying behind in Indonesia.

Cottage industries and rattan shops
in Java

One small-scale rattan furniture producer mentioned
that the rattan supply was a major constraint to his
ability to fulfil demand for furniture. Quite often



his company would wait for several weeks for

a particular rattan order to be delivered, which
meant that there was no work for his furniture
workers. The workers are paid IDR 3,000 per chair
and can produce about 10 chairs per day, earning
them approximately USD 3.45/day. We discussed
the use of nails in the production of chairs, which
international furniture buyers apparently do not
like because the nails stain the rattan after exposure
to rain. The furniture makers were aware of this
problem and said they had the skills to work with
wooden plugs rather than nails, but that furniture
buyers had requested the use of nails because the
end product was cheaper.

One storeowner reported that international
demand had increased somewhat, and he expected
there to always be demand for rattan. The present
fashion of producing furniture with synthetic
rattan was unlikely to last, and buyers would
always return to natural fibers.

Large furniture traders and makers

The international export of natural rattan furniture
has been much reduced in recent years, with

all producers mentioning a 10-fold or higher
decline in the number of monthly containers
transported. They mostly blamed this on Sulawesi
rattan exporters selling directly to overseas rattan
furniture producers rather than domestic ones.
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Indonesia is an expensive country to work in.
Terminal Handling Charges (THC) for containers
in Indonesia are USD 200/container, compared
with a reported USD 15/container in Vietnam.
China has relatively lower wages, and its taxes and
tariffs are also lower than in Indonesia.

Furniture producers had different views about their
strength compared with producers in China. Some
thought that in Java, production was more flexible
because it involved many cottage industries. When
big orders came in, the Java industry could easily
find many small-scale local producers to increase
competition. In China, production is apparently
more factory based, which reduces the flexibility.

What Indonesia lacks, however, is an optimization
process in furniture production. Everyone seems
to make the same models, using the same source
products, thus creating high demand for a specific
section of total supply potential. It was alleged
that in China and Taiwan, the producers were
smarter in matching production of certain types of
furniture with the temporary availability of certain
types and diameters of rattan. Also, in China,
there were many more specialized producers, all of
which supplied a particular part of the furniture
industry. For example, some companies produced
readymade and shaped aluminum frames that they
sold to furniture makers, whereas in Indonesia the
furniture makers had to buy straight aluminum and
then shape it themselves to suit their requirements.

Natural rattan versus synthetic fibers and
Lloyd Loom

Natural rattan is increasingly being replaced

by other fibers, including natural fibers from
banana leaf and other plants, and synthetic ones.
Compared with natural rattan, resin whicker made
of synthetic polyethylene fibers is more durable
and more resistant to the sun’s UV rays and to
humidity and water. However, it is also more
expensive and less comfortable. The Lloyd Loom
process was invented in 1917 by the American
Marshall B. Lloyd, who twisted kraft paper round
a metal wire, placed the paper threads on a loom
and wove them into what was to become the
traditional Lloyd Loom fabric.
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Rattan importers in Europe and
the USA

Two email replies from importers of rattan
furniture in the Netherlands (out of 15 sent)
offered some suggestions on how the Indonesian
rattan market is changing. One importer, who
obtains 100% of imports from Indonesia,
mentioned that his business had not been
negatively impacted by trade bureaucracy. The
main reason for the decline in the trade in
Indonesian furniture was reduced demand in the
Netherlands. “Indonesia makes beautiful rattan
products, but many of them are completely
unsuitable for the European market,” he wrote.
Large furniture retailers preferred to buy synthetic
products from China, which had led to an image
change, with natural rattan now seen as old-
fashioned. The fact that raw materials can only be
imported in small amounts is not a problem, with
wages so high in the Netherlands, all furniture
production had stopped after 1990.

Interestingly, a rattan importer in Singapore said
that they are closing their rattan business because of
the lack of rattan supplies from Indonesia.

Local government in Kalimantan

One local government representative in Kalimantan
called rattan the “prima donna” of the non-timber
forest products. Rattan has considerable potential
because large areas of planted and wild rattan
remain, but prices are too low. Prices are kept low
by the “Cirebon monopoly” and export quotas.
West Kutai does not have an export quota and can
therefore sell only to Java and Bali. Prices would
definitely rise if exports of semi and unprocessed
rattan were to be opened. According to one official,
most rattan in West Kutai is on forest estate land
for non-forest use (KBNK = Kawasan Budidaya
Non Kehutanan). It is presently losing out to rubber
because of the high rubber prices and because
rattan production is a lot more labor intensive.
Another problem for local rattan markets is the
large number of road checkpoints (up to 20 or

30 between source and Javanese factories), which
increases the transportation costs. This problem
could be reduced if East Kalimantan had its own
export harbor.

Presently, the local government in West Kutai
has limited interest in the rattan industry. Its

main source of income from rattan is through the
SKAU, which is a transportation levy for goods
produced on or harvested from forest estate land,
and is meant to control the transportation of forest
products. The official levy for rattan is 6% of

IDR 500,000/ton = IDR 30,000/ton of sega rattan,
but higher for the more expensive rattan species.
Unofhcial prices to obtain a SKAU, mentioned

by various people, range from IDR 1,300,000 to
IDR 1,400,000/truck. One official suggested that
the SKAU levy, which was determined in 2007,
should be more flexible and reflect actual market
prices. With very low rattan prices, rattan farmers

and traders are hit relatively hard by SKAU levies.

The officially reported trade volume of rattan from
West Kutai was 615 tons in 2009 and 144 tons

in 2010. One trader interviewed, who always
obtained the SKAU, said that in 2009 alone he had
transported some 1100 tons out of West Kutai.
This amount exceeds the recorded annual total for
the district by 500 tons, suggesting that most trade
goes unreported. We know that other traders were
also transporting rattan out of the district in 2009,
increasing the discrepancy between recorded and
actual traded volumes. This suggests that much
rattan transportation goes unrecorded because
either the required Letter of Origin (SKAU) is not
obtained or the traded volumes with SKAU are not
accurately recorded by the district forestry service.

There are plans to rehabilitate degraded lands with
NTEPs, such as gaharu (Aquilaria malaccensis),
rattan and sugar palm (Arenga spp.). The role

of the district forestry service is to promote this
program, but they neither have activities nor do

they supply seeds to help the program.

District forestry staff in West Kutai told us that
the major threat to West Kutai’s rattan industry

is the coal-mining industry, because people sell
their land rather than trying to harvest cheap
rattan. From a biodiversity perspective, rattan
beats any other non-forest crop, but financially it
loses. Rattan certification has been considered, but
the transaction costs would be far too high, and

it would be difficult to market rattan as a forest
product. Government staff suggested that for the
future of rattan, the market needs to be more open,
and it would be better if rattan export quotas were
lifted. Considering global demand, rattan prices
should be the same as rubber prices.



Local government in Java

There is a significant shortage of rattan supply
in Cirebon. The furniture industry needs

about 70,000 tons per year but it receives only
35,000 tons. This decline started in 2009 and
further deteriorated in 2010. Local government
officials attribute the shortage of rattan supplies
to the furniture industry primarily to the export
quotas, which have not helped to boost farm-
gate prices, but have significantly increased
legal and illegal exports. According to them,
smuggling occurs primarily from Palu in
Sulawesi, and until 2007, also from Tanjung
Priok harbor in Jakarta. Apparently, it is now
cheaper to buy rattan in Singapore (originating
from Indonesia) than in Indonesia itself, with
an estimated 80% of Singapore’s rattan allegedly
being illegally imported from Kalimantan
(some through Entikong in Sarawak, Malaysia)
and Sumatra. The Indonesian rattan trade

is hampered by a lack of information flow
between the rattan producers and the domestic
consumers. We discussed the option of
developing an online trading or auctioning
system, but they said there would be a problem
with settling payments with ensured delivery of
products. A system would be required in which
buyers can make down payments, knowing
that they cannot lose their money, and sellers
make the rattan delivery confident that they will
get paid.

ASMINDO

The ASMINDO people we talked to presented
a variety of opinions, depending on where
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their own business interests lay. ASMINDO
representatives in East Kalimantan were more in
favor of opening up the export of unprocessed
and semi-processed rattan, whereas those directly
involved with the furniture industry or Java-
based rattan trade wanted a complete export ban.
Feelings about the export quotas are quite strong,
with representatives in Java thinking that the
export quotas have ruined the industry. It is worth
noting that the ASMINDO perception that the
ban caused the decline in exports is not supported
by Cirebon’s own export data (see Figure 11).
ASMINDO emphasizes the added value of the
furniture industry, with 1 container of furniture
requiring 3 tons of rattan and providing work for
60 furniture makers. They ask why countries other
than Indonesia should obtain these benefits.

The competition from China is keenly felt

in Cirebon. The Chinese industry is helped

by government support, fewer bureaucratic
requirements and lower VAT. One interviewee
pointed out that Indonesia’s VAT is 10% and that
although in theory it should be possible to get this
reimbursed when exporting, in reality this is very
hard. The problem is therefore not that China

can produce rattan goods more efficiently than
Indonesia, but that it can do it much more cheaply
and sell at a price 60% below Indonesia’s average
market prices.

Another problem is price fixing through
Indonesian trade cartels. In theory, furniture
producers and rattan traders in Java could increase
the farm-gate price, but traders in Sulawesi and
Kalimantan prevent that from happening. It is
not clear how exactly this is happening and who is
involved, but one interviewee told of an instance
when he had tried to buy directly from Central
Kalimantan and had agreed on a good price, but
then later was told by the farmers that the deal
could not go through and that they had had to
sell to another trader. Apparently these trade
cukong determine the price within their cartel and
ensure that anyone trading outside their range is
prevented from buying rattan.

The Indonesian government needs to more
effectively promote the rattan industry through
International Trade Promotion (a program run
through the Indonesian embassies). ASMINDO
receives funding from the Ministries of Trade,
Industry and Forestry to promote rattan overseas,
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but it wants more effective promotional programs.
ASMINDO continues to lobby the government to
cancel the present export quotas and ban all export
of unprocessed and semi-processed rattan. The
Ministries of Forestry and Industry are in favor of
such a ban, but the Ministry of Trade is not.

NGOs dedicated to rattan

One of the most active NGOs in East
Kalimantan’s rattan industry was SHK. They
obtained a €2.5 million grant (ca. USD 2.3 million
based on 2000 rate) from the EU in 2000 for
district-level work on rattan in West Kutai. Among
others, SHK set up a rattan-splitting factory, a
rattan farmers and craftsmen association (PPPR),
and a microcredit facility. However, the grant was
withdrawn because of mismanagement of funds

in 2005; SHK stopped all activities in 2007, and
closed down officially in 2010. The rattan-splitting
facility is no longer used, although the building
remains in use by a commercial rattan trader to
prepare semi-processed rattan (Figure 15). Its
failure had to do with the price of semi-processed

bW

rattan, which was not high enough to justify the
extra expenses of processing the rattan locally. In
addition, local workers did not have the same skills
as their Javanese counterparts, and so products
were lower quality and fetched lower prices. A local
factory is therefore no longer considered possible,
for both commercial and socio-cultural reasons.

A former member of PPPR, the now mostly
defunct rattan farmers association in West Kutai
set up by SHK, said that local rattan farmers are
no longer interested in organizing themselves

into associations. The main reason is that trade

is down because of low rattan prices. People no
longer maintain their rattan gardens because they
can obtain higher revenues from rubber, fish and
bushmeat, or they sell their land to oil palm or
coal-mining companies. The production of rattan
products such as mats and baskets, which was once
common in the area, has stopped altogether. In the
1980s, there were government subsidies for skills
development for production of such handicrafts
but it was poorly organized and eventually died
out. There is no local motivation to do this kind of
handicraft work.

Figure 15. Rattan splitting factory in Jengan Danum, West Kutai, with rattan splitting

machines in the background (February 2011).
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