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Chapter I: Environmental Aspects of Major Exported Foods from Indonesia 
 
With a population of 225 million, Indonesia is the fifth largest country in the world. 
Notwithstanding efforts to develop manufacturing industries, the agricultural sector 
employs more than 50 percent of the workforce. Although the percentage of agricultural 
workers fell from 54.7 percent in 1985 to 51.3 percent in 2000, the absolute number of 
people working in agriculture has increased steadily. The agricultural sector is central to 
the Indonesian economy. However, like many other countries, Indonesia’s economy has 
been transformed from agriculture to manufacturing. The share of agricultural 
productivity in GDP has decreased from 41.9 percent in 1969 to only 10.5 percent in 
2005. Agriculture was the savior of the economic crisis. When the entire economy shrunk 
during the crisis in 1997-1998, agro-business was the only sector that grew and provided 
sufficient revenue to fuel the stagnant economy in some regions. Indonesia’s major 
agricultural exports are rubber, palm oil, cocoa, coffee, tea and shrimp (Suryana, 2004). 
 
Food and processed food are produced mainly by small-scale farmers and small and 
medium-size enterprises (SMEs). It is only palm oil that is produced by large industrial 
plantations and mills, with the involvement of local farmers in cultivation and harvesting. 
The only non-food agricultural export is rubber. While rubber has been traditionally 
sourced from big plantations and processing plants, the share of small farmers is 
significant in rubber production in Sumatra. 
 
Data from the Central Board of Statistic (CBS) indicates that the contribution of fixed 
vegetable fats, oil (solid, crude, refined or fractioned) has increased drastically to over 30 
percent in the period 2000-2004. In the same period, exports of crustaceans, moluscs and 
aquatic invertebrates (mostly shrimps) fell slightly by about 3 percent, exports of cocoa 
increased by 17 percent and exports of fish increased by 9 percent (CBS, 2004).  
 
This paper will examine three major commodities: palm oil, cocoa and shrimp/fish. The 
following section will describe the contribution of each commodity to the national 
economy, its environmental and social impacts and its role in international trade. The 
rationale for choosing palm oil, cocoa and fish/shrimp is the following: they are the 
leading commodities in the non-oil exports of Indonesia, represent three different 
ecosystems and, therefore, illustrate different environmental and social problems. 
Furthermore, each commodity raises different trade issues. 
 
Table 1 shows the value of Indonesian exports of food and processed food from 2000 to 
2005. The table illustrates that the major commodities exported are palm oil and its 
derivates, shrimps (including prawns and shells), coffee and cocoa. Coffee and cocoa 
give rise to relatively similar issues with respect to both the environmental aspects of 
growing and exporting. The following section examines each commodity in further 
detail.  
 
 
 
 



Palm Oil 
 
Indonesia is the second largest exporter of oil palm after Malaysia. Palm oil has driven 
the economy during periods of turmoil. In August 2005, the government of Indonesia 
announced that it was planning to convert 1.8 million hectares of forests on the Malaysia-
Indonesia border into palm oil plantations. The rationale behind the conversion of such a 
large expanse of virgin forests is to provide jobs for more than 100,000 people, to boost 
the local and national economy and (although not specifically stated as an objective) to 
increase supplies of timber for the woodworking industries.  
 
To be effective, production of palm oil requires significant resource inputs. A palm oil 
mill requires the raw material input from a 6,000 hectare plantation. A small-size 
plantation in Indonesia usually has three to four mills, and requires 18,000 to 24,000 
hectares of palm oil plantation. Export of palm oil (crude or processed) requires 
technologies, capital intensive plants and high standards of quality. Therefore, palm oil is 
only effective and efficient if it is produced by large companies.  
 
Involvement of workers or cooperatives in the palm oil business is limited to becoming 
supplying farmers or temporary labourers for cultivation and harvesting of palm trees. 
The government of Indonesia introduced a system of “nucleus-plasma” or “core-
periphery” according to which the large companies are the nucleus surrounded by the 
plasma of supplying farmers. The farmers who live near the mills—usually migrants 
from Java—supply fresh palm fruits to the mills. The farmers grow palms on the land 
given by the government under the transmigration programme. In non-transmigration 
areas, the indigenous communities grow palms on their own lands or common lands. In 
2000, small farming plantations consisted of 32.7 percent of total plantations, while state-
owned enterprises and large businesses respectively shared 16.6 percent and 50.7 percent 
of the total plantations. 
 
According to the nucleus-plasma theory, farmers will be better off, as their products are 
guaranteed by the neighbouring mills. However, in reality, as the farmers are too 
dependent on the mills (for the supply of farming inputs, such as fertilizers, seeds and 
pesticides), the companies take advantage of the guaranteed relationship and drive prices 
down. Until recently, prices have been depressed even further following an over supply 
of palm fruits. Farmers are simply abandoning their lands because palm farming is no 
longer profitable. In West Kalimantan alone, abandoned palm plantation reached 1 
million hectares.  
 
The prime palm oil plantations in Sumatra have resulted in massive forest conversion and 
a rapid decrease in forest cover in the region. The shrinking forest cover is indicated by 
the declining number of forest concessionaires. In Riau, one of the richest forest 
provinces, the number of concessions for natural forests has shrunk from 66 in the 1970s 
to only 17 in 2003 and only 1 in 2005 that operates. Many forests have been converted 
into plantations, residential areas and mines. The situation is similar in Kalimantan. 
While Papua still hold pristine forests in Indonesia, they are also under serious threat 
from illegal activities (Telapak, 2005).  



 
Concern over the environmental impacts of converting forests to oil plantations has been 
a major obstacle for the exportation of palm oil. Many environmental critics argue that 
palm oil production is an unsustainable use of land, since it leaves the area unproductive 
and it reforestation is difficult Therefore, the conversion of forests into palm oil 
plantations is considered to be an irreversible process that poses a serious threat to the 
environment (Interview with stake holders of Sawit in Central Kalimantan). 
 
Major non-governmental organizations (NGOs), such as Friends of the Earth, Ape 
Alliance, Borneo Orangutan Survival, Orangutan Foundation and the Sumatran 
Orangutan Society have reported the massive destruction of forest in Sumatra and Borneo 
due to the conversion of forests to palm oil plantations. NGOs have also pointed out that 
trade with the United Kingdom and The Netherlands has fuelled the destruction of the 
forests in Sumatra and Borneo (Friends of the Earth, 2005).  
 
In addition to environmental problems, conversion of forests into palm oil plantations has 
caused social and economic consequences for indigenous communities in Sumatra and 
Borneo. During interviews of the author with several local communities in Kalimantan, it 
was confirmed that the indigenous peoples suffer from the shrinking of their forests. To 
the local people, the forest is like water for fish; the forest is their habitat and source of 
livelihood. Many of these communities have been forced to practice shifting cultivation, 
which only contributes a small part of their daily needs.  
 
Recently, the district governments have attempted to implement more efficient use of 
resources (including forests), which has led to major forest conversion to more profitable 
palm oil plantations. In Kahayan, Central Kalimantan, three sub-districts (inhabited by 
more than 5,000 households) were entirely converted into palm oil plantations causing 
unavoidable conflicts with the indigenous inhabitants.    
 
The declining competitiveness of palm oil and its derivative products in the global market 
is mostly due to the high production cost in Indonesia. Uncertainty, poor infrastructure 
and tariffs in importing countries for Indonesian palm oil have raised the price of 
Indonesian palm oil higher than its competitors. These factors contribute to the inability 
of the palm oil sector to dominate global market despite Indonesia’s enormous resources 
to host palm oil production. 
 
Shrimp, Sea Food and Coastal Farming Products 

Shrimp exports make the largest contribution to Indonesia’s foreign exchange earnings. 
The total value of shrimp exports in 2002 was US$ 840 million, accounting for 
approximately 50 percent of the total value of fisheries exports. The Vietnamese Central 
Bureau of Statistics (CBS) reports, however, a decline in shrimp exports from 2000 to 
2003. Indonesia’s shrimp exports declined from 144,035 tons (valued at over US$ 1 
billion) in 2000 to 127,334 tons (US$ 940 million) in 2001 and 122,050 tons (US$ 840 
million) in 2002 (CBS, 2003). Indonesian shrimps are exported to Japan (60 percent), the 
US (16.5 percent) and the EU (11.5 percent).  



As illustrated in Table 1, exports of shrimp have increased periodically over the past few 
years. The peak of the value of this sector was in 2001, which was the golden year of 
shrimp exports. Since 2001, various import barriers and trade measures have hindered 
shrimp exports from Indonesia in the US, the EU and Japan. The decline in the earnings 
from exports of shrimps and sea/coastal farming products was also affected by decreasing 
demand and lower prices due to the economic down turn in importing countries. 

Since 2002, the shrimp industry has faced several serious issues, domestically as a result 
of the spread of disease infestations in the farming stage, and externally due to depressed 
world prices and anti-dumping measures in the US, as well as increasingly rigid quality 
standards in Indonesia’s major importers, namely Japan, the US and the EU. Shrimp 
exports from Indonesia have been found to be infected by viruses and highly 
contaminated by antibiotics, such as chloramphenicol.  

The intention of a government programme to increase fisheries exports (Protekan) 
initiatied in 2003 is to quadruple export volumes to approximately 677,800 tonnes by 
2003 against 97,228 tonnes in 1989 and 117,847 tonnes in 1998 (Friends of the Earth, 
2003). Friends of the Earth, Indonesia notes that the government wants to exploit the 
potential of shrimp exports to earn foreign currency as was the case in the financial crisis 
of 1997-1998.  

The EU has refused entry of Indonesian shrimp and other seafood products based on 
health and sanitary reasons. European markets are particularly concerned with 
chloramphenicol antibiotics used in shrimp farming, decay of food products and bacteria 
from improper handling. The EU requires all products from Indonesia to go through the 
Rapid Alert System to ensure inspection of residual bacteria. Strict inspection of 
antibiotic residuals resulted in the decline of shrimp exports and other seafood and 
coastal farm products in 2002, as shown in Table 1.  This decline was magnified by the 
decline in the price of seafood products (Dahuri, 2004). 
 
In order to be eligible to export to the EU, Indonesian enterprises require approval from 
regulating authorities. This requirement necessitates a greater effort by Indonesian 
exporters to develop a relationship with importers. It also requires that Indonesian 
industry adopt safety and environmental management systems that meet EU standards.  

Since September 2001, the EU has required virus-free and antibiotic-free shrimp imports, 
obliging all imported shrimp to be free of chloramphenicol. While the Indonesian 
government has banned the use of this antibiotic during shrimp cultivation, the use of 
such antibiotics is still common, particularly in traditional cultivation cultures. 

In the US, exporters have faced significant trade constraints related to the production of 
seafood exports. First, the US has in place strict health and environment-related standards 
on imports of seafood. The result of these standards is that Vietnamese imports have been 
frequently denied entry to the US market. In the 1990s, the US banned imports of 
Indonesian shrimp captured with devises harmful to sea turtles. According to US law, the 
US can only import shrimp from countries that are certified as using Turtle Excluder 



Devices (TEDs) (Rokhman, 2003). The US also requires Hazard Analysis Critical 
Control Point (HACCP) procedures, which entail that a thorough assessment and 
verification must be carried out in order to qualify for approval of US buyers. The US 
also requires an assessment of and sets limits for residue levels of heavy metals, bacteria 
and antibiotics in seafood (Ministry of Agriculture, 2002). 
 
Second, Indonesia has been faced with anti-dumping actions by the US. Dumping occurs 
when goods are exported at a price less than their normal value or for less than they are 
sold in the domestic market or third-country markets or at less then production cots 
(WTO, 2006). The US refused to allow entry of imported shrimps from six countries, 
including Thailand, Vietnam and China based on the accusation of dumping. This trade 
dispute affected Indonesia as it is a source of raw materials for Thailand. The Indonesian 
Maritime and Fisheries Minister denied allegations that the Indonesian government was 
dumping shrimp or that it subsidized its shrimp farmers. In a statement on 25 August 
2003, he said that the price of shrimp on the domestic market was much lower than the 
export price. As such, the US should exclude Indonesia from the proposed anti-dumping 
investigations.  
 
Japan also imposes regulations on sanitary and health. Japanese buyers refuse to import 
food that has a high content of histamine, mercury and other toxic substances. Japanese 
buyers require that all imported shrimps must be free of vibriocholera (Rokhman, 2003). 
These requirements from buyers have significant impacts on the structure of seafood and 
coastal farming products.  
 
While in the past fishers and coastal farmers have been small-scale producers, since the 
boom in shrimp exports in the 1980s and the stricter requirements in place in major 
export markets, larger businesses have entered the coastal farming and fishing sector. A 
report by Friends of the Earth, Indonesia indicates that the ownership structure of shrimp 
breeding companies has shifted from SMEs to the oligopoly of three main companies. 
The three biggest shrimp breeding enterprises control 70 to 80 percent of the shrimp 
sector and contribute 20 to 30 percent of Indonesia’s shrimp exports (Friends of the 
Earth, 2005).  
  
A significant environmental problem faced by Indonesian shrimps farmers is the 
deforestation of mangroves. With the rapid increase in shrimp exports in the late 1990s, 
many investors switched to shrimp farming in coastal areas in the North Coast of West 
and Central Java, Sumatra, Sulawesi and Kalimantan. This development threatened the 
existence of mangrove forests in these areas. The deforestation of coastal mangrove has 
also affected the livelihoods of traditional fishers who rely on coastal fishing.  
Rachmawati (2003) illustrates this situation for local fishing communities in Derawan, 
Kalimantan.  
 
Coffee and Cocoa 
 
The cocoa and coffee sectors are faced with relatively similar issues, have similar 
structures and generate similar environmental problems. Thus, the analysis in this paper 



deals with cocoa and coffee in the same section. The relevant standards in export markets 
for cocoa and coffee beans are mostly related to the decaying of the bean, chemical 
residues, bacterial contamination and other “micro qualities”. While importing countries 
were previously only concerned with “macro qualities” related to contamination (e.g., 
dirt, leaves and insects, as well as broken beans), this concern has shifted to include 
chemical use throughout the entire production cycle (Bisnis Indonesia, 29 September 
2004).  
 
Indonesia is the second largest exporter of cocoa after the Ivory Coast and the third 
largest exporter of coffee after Brazil and, only recently, Vietnam. Traditionally, farmers 
have grown coffee and cocoa to be sold to intermediary traders who in turn sell the 
commodities to industrial traders for export. There are industrial size plantations of 
coffee, however, in South Sulawesi, Lampung and North Sumatra. One plantation in 
South Sulawesi is managed and owned by a Japanese company, which directly sells to its 
parent company in Japan (Key Coffee). The Key Coffee plantation employs local 
villagers for cultivation and harvesting of coffee in Toraja. For most of the villagers in 
Toraja, working in the Key Coffee company is their second jobs which supplements other 
sources of income (Interview and visits to the sites). 
 
Cocoa production is concentrated in Sulawesi and Lampung, Sumatra. The majority of 
cocoa production is by small-scale farmers and small and medium-size enterprises 
(SMEs), which comprise nearly 80 percent of the production by area. The rest is shared 
by the state-owned company (9 percent) and private businesses (11 percent). However, 
the productivity (harvest per hectare) of the farmers is much lower than that of the 
businesses and state-owned companies (Bisnis Indonesia, 23 June 2003). 
 
Environmental problems that pertain to the farming of coffee and cocoa are a result of the 
increasing use of pesticides and fertilizers in the cultivation process. These inputs 
potentially lead to environmental problems by hardening the soil and increasing toxic 
residual waste from pesticides and fertilizers.   
 
The US Food and Drug Administration (FDA) imposed an automatic detention of 
Indonesian cocoa based on concern about pests (Susastro, 2004). The criteria for 
automatic detention has been expanded in the US to include concern over food 
contaminated with rodents and insects (macro qualities), as well as micro qualities (such 
as chemical residuals, bacterial contamination and acidification) (Athukurala and 
Jayasuriya, 2003).   
 
Chapter II: National Experience in Improving Export Competitiveness and 
Environmental Sustainability in the Food and Food Processing Industries 
 
Chapter I provided a basis for understanding the problems pertaining to environmental 
aspects of food trade. This chapter will illustrate national experiences in improving the 
export competitiveness and environmental sustainability of food and processed food 
exports. The analysis focuses on environment-related aspects of competitiveness. The 
national experience presented in this report will focus on how Indonesia (i.e. the 



government, the private sector and other stakeholders) can improve environmental 
performance in the production and transportation of food exports. This paper will address 
the following problems: (1) environmental devastation related to conversion of forest for 
palm oil plantations; (2) unsustainable practices in shrimps and fish catches and coastal 
farming; and (3) contamination of coffee and cocoa.  
 
Environmental devastation related to forest conversion for palm oil plantations 
 
Palm oil is considered to be the wonder oil (Kompas, 25 February 2006) because it has 
saved the Indonesian economy. Palm oil has been one of the few commodities that helped 
to fuel the revival of the Indonesian economy in times of economic crisis. Palm oil has 
helped many industries to survive. Bakrie, Salim, and Astra, which are major 
conglomerates in Indonesia, survived the crisis due to their income from palm oil. As a 
result, the government has been keen to promote the development of palm oil plantations 
and mills through forest conversion. As noted above, the government has plans to 
develop 1.8 million hectares of palm oil plantations along the border of Indonesia and 
Malaysia. 
 
Environmental protest over the expansion of plantations has been overshadowed by the 
lucrative benefits derived from the palm oil business. As the rapid movement toward 
more palm oil plantations seems to be unhindered, many NGOs have suggested the 
implementation of sustainable palm oil production. In order to counter the environmental 
damage of palm oil plantations, criteria for the protection of high conservation value 
forests (HCVF) need to be established. HCFV is a tool for certification developed by the 
Forest Stewardship Council (FSC). The FSC requires that conversion of HCFV is not 
certifiable. HCVF criteria and indicators have been developed to prevent the exploitation 
of forests that have high conservation value. For example, these forests contain high 
concentrations of biodiversity, provide basic services of nature in critical situations (e.g., 
watershed protection, erosion control), meet the basic needs of local communities (e.g., 
subsistence, health) or are critical to local communities’ traditional cultural identity (areas 
of cultural, ecological, economic or religious significance) (Jennings, et. al., 2003). 
 
The Indonesian government has used some of the HCVF criteria and indicators in its 
decision making for conversion. While the Ministry of Forestry does not entirely support 
conversion of forests into palm oil plantations, the need to increase government revenues 
and employment has pushed the government, especially the Coordinating Ministry of 
Economy and the Ministry of Agriculture to encourage forest conversion. In addition to 
the HCVF, forestry stakeholders are working to develop criteria and indicators for legal 
conversion. This development may instill more confidence in the sustainability of 
Indonesian palm oil, providing some guarantee that palm oil production has not been 
responsible for the destruction of valuable tropical forests.  
 
Unsustainable practices of shrimp and fish catches and coastal farming 
 
The root of unsustainable practices of shrimps catches and farming is the lack of 
knowledge and capacity of the fishers and farmers. Small-scale farmers and fishers have 



scant knowledge and capacity to implement sustainable practices. Major environmental 
problems include those related to the inability to exclude fish bycatch, excessive use of 
antibiotics and other drugs and lack of appropriate storage to prevent bacterial 
contamination.  
 
To a large extent, the problem of sea turtle bycatch during the process of shrimp trawling 
has been effectively remedied. Coastal fishers are now obligated to use Turtle Excluder 
Devices (TEDs) on their shrimp trawlers. Following the import ban from the US on 
shrimps that were not certified as being caught with the use of TEDs, the Indonesian 
government revised and is enforcing the relevant regulations to ensure that fishers catch 
shrimps without harming sea turtles. The government also provided training on the use of 
TEDs (Antara, 6 August 2002). 
 
Manggabarani (2004) elaborates on the government programme to improve the 
competitiveness of Indonesian catch fisheries by enhancing the quality of catches and 
developing quality assurance, specifically to: 

• Implement HACCP procedures; 
• Harmonize quality control in cooperation with importers; 
• Develop marketing networks and diversify markets; 
• Diversify commodity exports; 
• Strengthen enforcement and control; 
• Strengthen market intelligence and information systems; and 
• Establish laboratories for quality control and inspection. 

 
To achieve these objectives, the government is promoting and providing training on the 
FAO Code of Conduct for Responsible Fisheries, developing guidelines and standards of 
services in fishing ports, improving fishing equipment, and developing licensing schemes 
to control fishing. These efforts have resulted in an increase in exports and a reduction of 
cases where exports from Indonesia are banned from the US market.  
 
Another problem is the use of antibiotics and drugs in coastal farming. The most widely 
used antibiotic to treat disease in shrimp, chloramphenicol, was found in many of coastal 
farming products and resulted in importers refusal to buy products with high contents of 
such antibiotics. The government developed a monitoring scheme for coastal farming, 
which resulted in the reduction of antibiotics in exported shrimp. Based on the positive 
results of this effort, the EU revoked its requirement (CD.2001/705/EC) for all food 
including shrimps and other coastal farmed seafood products from Indonesia to undergo a 
thorough antibiotic residue examination under the Rapid Alert System.  
 
To cope with bacterial contamination that mostly results from poor handling of shrimps, 
the government facilitated improved access of fishers to refrigerants, which are essential 
during the production process. Continuous training has also helped fishers to maintain 
and increase their competitiveness. Improved handling and storage of fish has 
discouraged smuggling, whereby catches from Indonesian fishers were sold illegally to 
fishers from other countries.  
 



In order to increase the value-added of shrimp and fish, fishers and farmers have been 
encouraged to sell processed shrimps (or other seafood/coastal farming products) instead 
of only raw products. It has been difficult to increase value-added because the traditional 
processing undertaken by local farmers is different from the demands of the international 
market. At present, Thai industries import raw fish and shrimp from Indonesia and sell 
the processed (beheaded, un-skinned or boiled) product to the EU, US and Japan.  
 
Contamination of coffee and cacao 
 
The contribution of small-scale farmers in the production of coffee and cacao in 
Indonesia is relatively high. Small-scale farmers are usually unable to comply with health 
and sanitation standards required by international buyers. Moreover, small-scale farmers 
do not have the capacity to implement strict procedures from the cultivation to the harvest 
phases of production and handling. To help farmers improve their capacity, the 
government has established short, medium and long term programmes to improve the 
productivity and quality of cacao and increase the value-added and income of farmers, as 
well as to provide financing. These programmes include intensification of cacao farming, 
introduction of new farming technologies, training for farmers on handling and pest 
control, constructing infrastructure and strengthening institutions (Litbang Deptan, 2005). 
 
The government has trained farmers on packaging fruit to prevent pests and to develop 
integrated pest control systems. In the longer term, the government has helped farmers by 
providing field schools to train the next generation of farmers. Credits and institutional 
support has also been provided. While the government also intended to develop a Cacao 
Board, it has yet to materialize.  
 
Non-government organizations (NGOs) have also played a role in helping farmers 
increase the access of their products to international markets. The Association of 
Indonesian Coffee Exporters (AEKI) has helped farmers improve product quality to meet 
buyers’ standards and import regulations in Indonesia’s major markets. In some cases, 
NGOs have contributed to increasing the capacity of coffee and cacao growers. In North 
Sumatra, a cooperative was established to connect the farmers directly with Japanese 
coffee buyers. To reduce contamination, NGOs have promoted the introduction of 
organic farming to minimize the use of chemical fertilizers and pesticides and promote 
alternative methods of pest repellents.  
 
 



 
 
Chapter III:  Recommendations 
 
Based on national experiences in addressing the challenges faced by the food and food 
processing sector in Indonesia, this study proposes several recommendations. These 
recommendations are not aimed to merely improve the competitiveness of Indonesian 
commodities in global markets, but, moreover, to address environmental impacts and 
promote social equity in the production processes. Based on these considerations, the 
following suggestions are put forward: 
 
1. To promote incentives and reduce costs: 
 

• The government could usefully develop comprehensive policies that provide 
incentives for exporters to conform to international health and environmental 
standards and to employ systems of production and resource management that 
conform with principles of equity and sustainability. These incentives could 
include financial and fiscal incentives, such as subsidies and discounted interest 
rates.  
 

• The government could assist exporters in accessing financing in order to be able 
to meet international standards. Among the reasons why Indonesian exporters 
encounter difficulties in complying with international health and environmental 
standards is due to the difficulty they face in financing the adoption of higher 
standards of production and management and inspection systems. The unstable 
economic situation has caused high interest rates in Indonesia, compromising 
financing for investment in the production process.  
 

A Local Initiative to Promote Fair Trade in Coffee in North Sumatra 
 
Wesly Lingga, an NGO activist in North Sumatra, has made a significant contribution 
to promoting organic coffee and fair trade in coffee from Sumatra. Lingga directs a 
training center for organic farming. Many farmers in Sidikalang are gradually 
implementing organic farming and using only organic pest repellants. The result of 
his efforts is that coffee yields in pilot organic farms have increased slightly and the 
quality of the bean has been vastly improved, yielding a premium price in 
international markets.  
 
Lingga and his organization, Rural Development Action, have worked to develop a 
trade network for fair coffee trade from Sumatra. For example, Lingga has developed 
a cooperative of farmers in North Sumatra and contacted coffee importers from Japan 
(under the Aeon group) to bypass costly intermediary traders. To meet the 
requirements of the buyers, Lingga trains local farming communities to use 
sustainable techniques for the pre and post-harvesting of coffee beans. The trade 
network has able to improve the livelihood of the farmers significantly. (Data 
gathered from interview and site visits). 



• The government could ensure that bureaucratic measures are as efficient as 
possible to facilitate exports. Industry has complained about the bureaucratic red 
tape that hinders the efficiency of exporting commodities. At every step of the 
bureaucratic process (e.g., licenses, permits, approval and inspection), corruption 
inflates the costs of doing business in Indonesia.  
 

• The government and industry associations could work together with exporters to 
promote efficiency and decrease the bureaucratic red tape, particularly for SMEs. 
Exporters in the three major areas of food production discussed in this study 
suffer from high costs of doing business, particularly small-scale coffee and cacao 
producers, for whom the supply chain from the production site to the buyers is the 
longest. Cocoa and coffee passes through so many hands before they reach the 
buyer; along the way there is corruption (e.g., from police who illegally tax the 
truck that transport the commodity to the port officer who asks for bribe to speed 
up the handling), unfairness (e.g., inflated margins of profit for intermediary 
traders), and unnecessary costs (e.g., licenses, taxes, customs delays). Shrimp and 
coastal seafood farming is only slightly less affected by these conditions. Similar 
levels of corruption and bureaucratic red tape are encountered to export shrimp 
and coastal farming products. While palm oil producers and exporters also suffer, 
since the industry is mainly composed of larger companies, they are better able to 
deal with the time consuming and costly bureaucratic processes (Alimi, 2005). 
The reduction of bureaucratic procedures would enhance the ability of SMEs to 
compete in the international market. Relief in this respect is welcome as they 
already face significant bureaucratic and regulatory barriers in their export 
markets. 

 
2. To develop capacity: 
 

• In addition to reducing costs, the government also has an important role to play in 
developing the capacity of producers of exported commodities. The government 
in cooperation with industry associations could increase the availability and 
dissemination of information. Small growers of cocoa and coffee tend to have 
little information and knowledge about the health and environmental standards in 
place in export markets. This information is essential to enhance export 
competitiveness. In addition, the government can help growers by providing 
training on production/cultivation, packaging and handling of commodities in 
order to enhance compliance with these standards.  

 
• The government could assist farmers in finding innovative ways to deal with 

disease other than the use of large doses of antibiotics, which deposit toxic 
residual traces in the exported product. Many Indonesian shrimp farmers use 
antibiotics, such as chloramphenicol, as a short term solution for disease control 
despite the fact that traces of these chemicals will cause exports to be denied entry 
in international markets. The government could help farmers find better ways to 
cope with disease through putting in place sound management systems. For cocoa 
and coffee growers, there is a need to work towards reducing the excessive use of 



chemical pesticides and fertilizers. Palm growers could be assisted to put in place 
sustainable forest management and be trained to distinguish between HCV forests 
and non-HCV forests.  
 

• Non-governmental organizations can also provide training to increase the 
“environmental competitiveness” of farmers. An example is the work undertaken 
by Wesly Lingga to promote fair trade in Sumatran coffee. Similar stories can be 
told about other sectors and in other areas of the country. The government should 
encourage domestic and international NGOs and other institutions to help build 
capacity for small growers and farmers. Training and other capacity building 
programmes can be instrumental in leveling the playing field so that small farmers 
can compete with the bigger players.  
 

3. To enhance institutional structures and priorities: 
 

• The government could usefully provide a solid institutional framework that 
encourages small-scale farmers and producers. For example, the institutional 
structure in the palm oil sector favours big business and provides little space for 
small producers. The “plasma and nucleus” concept needs to be redefined to bring 
in small producers. The same holds for shrimp and coastal farming and cocoa and 
coffee growers. In effect, the agricultural sector in general has been given a low 
priority as compared to manufacturing industries and mining as the leaders of 
economic growth. In the past, the government decided to “sacrifice” agriculture 
for industry (Alimi, 2005). 
 

• The government needs to reaffirm the role of agriculture. Agriculture has saved 
the country’s economy during times of crisis. To do so, institutional 
reorganization is necessary to affirm the role of agriculture in development. This 
is the first step to defining government policies that are favourable to the 
agricultural sector.   
 

• The government could redirect development to engage the “four pillars” of the 
economy: government, big businesses, SMEs and civil society. The government 
needs to provide policies conducive to the enhancement of the “environmental 
competitiveness” of food and processed food products from Indonesia.  

 
• The private sector needs to redirect investment to engage and encourage SMEs. 

The private sector also should implement the so-called “triple bottom line” (i.e., 
business that is economically viable, socially responsible and ecologically 
sustainable). This would ensure that environmental and social problems are 
mitigated and environmental competitiveness augmented. Civil society 
organizations can ensure that the initiatives of the government and the private 
sector are transparent and accountable. The success of several Indonesian 
companies in implementing Corporate Social Responsibility (CSR) and eco-
labelling indicates that the “triple bottom line” is feasible. This provides a solid 



base for continuous development of environmental competitiveness for exports of 
Indonesian food products.  
 

4. Concentrate on enhancing existing production factors: 
 

• To increase environmental competitiveness, farmers need to enhance their 
capacity, focusing on cultivation, capture and pre and post-harvest handling and 
packaging. The transfer of skills and knowledge at each step of these processes is 
vitally important; it is more important, for example, than the introduction of new 
production factors. The importation of medicine, seeds and other intermediate 
production factors is not essential to improve environmental competitiveness of 
food products in Indonesia 

 
5. Enhance regional cooperation: 
 

• There are gains to be harnessed from cooperation of the producers of food 
commodities discussed in this study. “Cooperation in competition”—or so-called 
“coopetion”—will allow producers to set the tone in the market. Together 
Indonesia, Thailand, Vietnam and Cambodia can cooperate to control – or, at 
least, significantly influence – the market of shrimps and coastal farming 
products. Cooperation can occur to determine the level of production, minimum 
price and to share knowledge and skills. As the two main suppliers, Indonesian 
and Malaysia could cooperate to control the market in palm oil. The production of 
these two countries together far exceeds the production of the rest of the world. 
For coffee, Indonesia, Vietnam and Brazil can set the tone for the global market. 
In the case of cocoa, Indonesia and the Ivory Coast provide most of the world 
supply and could also cooperate to control the market. Unfortunately, national 
interests prevent the establishment of mutually benefiting cooperation. Indonesia 
and Malaysia often compete in supplying palm oil. Cacao and coffee markets are 
dominated by the buyers. 
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Table 1: Exports of Food Commodities from Indonesia, 2000-2005 
Value in US$ 

No Commodities 2000 2001 2001 2003 2004 Jan 2005 Dec 2005

1 PALM OIL AND ITS FRACTIONS, REFINED BUT NOT 
CHEMICALLY MODIFIED   

844.255.173  610.840.136  674.497.474   1.200.405.261  1.392.410.646  1.997.354.225  2.162.988.459 

2 PALM OIL AND ITS FRACTIONS, CRUDE, NOT CHEMICALLY 
MODIFIED   

269.987.275  476.438.245  406.409.025   891.998.644  1.062.214.890  1.444.421.828  1.593.295.437  

3 SHRIMPS AND PRAWNS, INCLUDING IN SHELL, COOKED BY 
STEAMING OR BY BOILING IN WATER, FROZEN   

740.564.897  930.992.433  879.318.175   784.392.116  785.856.284  770.317.263  804.022.736  

4 COCOA BEANS, WHOLE OR BROKEN, RAW OR ROASTED   296.483.725  233.052.235  272.368.480   520.671.608  410.277.739  369.862.997  467.827.362  

5 COFFEE, NOT ROASTED, NOT DECAFFEINATED   458.260.188  311.832.467  182.608.382   218.770.695  250.882.240  281.634.956  497.777.213  

6 PALM KERNEL OR BABASSU OIL AND THEIR FRACTIONS, 
CRUDE, NOT CHEMICALLY MODIFIED   

226.333.681  169.550.226  111.937.382   200.997.230  206.241.794  385.997.322  448.954.959  

7 COCOA BUTTER, FAT AND OIL   72.022.949  55.437.913  58.985.285   88.789.171  118.339.525  108.403.683  144.427.455  

8 TUNAS, SKIPJACK AND ATLANTIC BONITO (SARDA SPP), 
PREPARED OR PRESERVED, WHOLE OR IN PIECES, BUT NOT 
MINCED   

82.499.854  87.832.656  84.132.913   86.048.521  101.241.561  118.449.189  128.635.721  

9 COCONUT (COPRA) OIL AND ITS FRACTIONS, CRUDE, NOT 
CHEMICALLY MODIFIED   

179.205.019  292.690.851  94.991.828   122.220.509  99.367.816  221.036.751  345.960.092 

10 PEPPER OF THE GENUS PIPER (BLACK AND WHITE), NEITHER 
CRUSHED NOR GROUND   

189.406.799  220.722.766  100.383.754   89.065.535  93.202.827  54.181.016  57.863.199  

11 GLUTAMIC ACID AND ITS SALTS   103.176.918  113.040.296  107.798.885   102.176.356  92.751.511  87.828.484  88.976.457  

12 BLACK TEA (FERMENTED) AND OTHER PARTLY FERMENTED 
TEA, NESOI   

87.514.450  102.002.717  91.881.989   95.962.686  90.509.290  63.599.248  44.196.953  

13 FISH FILLETS, FROZEN   28.951.673  43.914.550  58.308.506   82.370.380  89.470.809  91.638.631  108.356.723  

14 FISH, NESOI, EXCLUDING FILLETS, LIVERS AND ROES, 
FROZEN   

124.764.535  32.964.394  18.789.037   39.081.408  87.059.743  85.525.567  68.868.271  

15 CRABS, LIVE, FRESH, CHILLED, DRIED, SALTED OR IN BRINE, 
OR COOKED BY STEAMING OR BOILING IN WATER, NOT 
FROZEN   

42.140.004  48.165.374  63.657.003   74.403.889  72.361.560  76.599.829  84.849.089  

16 SUGAR CONFECTIONARY (INCLUDING WHITE CHOCOLATE), 
NOT CONTAINING COCOA, NESOI   

48.393.089  46.613.881  48.484.733   53.699.297  57.218.550  60.964.402  55.731.098  

17 YELLOWFIN TUNAS (THUNNUS ALBACARES), EXCLUDING 
FILLETS, LIVERS AND ROES, FRESH OR CHILLED   

48.444.105  74.350.708  66.949.660   63.433.908  56.283.258  34.815.317  27.311.015  

18 COOKIES (SWEET BISCUITS), WAFFLES AND WAFERS   23.229.091  28.291.040  30.406.899   34.572.386  55.340.251  47.278.240  66.236.040  

19 COCONUT (COPRA) OIL AND ITS FRACTIONS, REFINED BUT 
NOT CHEMICALLY MODIFIED   

30.156.960  26.978.534  16.659.052   35.626.009  54.240.177  43.906.753  67.801.738  



20 COCOA POWDER, NOT CONTAINING ADDED SUGAR OR 
OTHER SWEETENING MATTER   

9.726.779  14.353.707  19.407.139   42.508.768  53.845.306  42.270.961  30.153.581  

21 MARGARINE, EXCLUDING LIQUID MARGARINE   47.107.088  26.354.287  29.232.646   46.920.429  52.474.213  47.411.393  43.306.477  

22 PALM NUT OR KERNEL OILCAKE AND OTHER SOLID 
RESIDUES RESULTING FROM THE EXTRACTION OF PALM 
NUTS OR KERNELS, WHETHER OR NOT GROUND OR IN 
PELLETS   

34.267.547  29.981.356  23.658.824   38.418.860  43.604.903  77.106.546  68.585.729  

23 CASHEW NUTS, IN SHELL,FRESH OR DRIED.   30.774.038  22.780.879  23.946.054   31.212.597  36.967.772  50.346.369  55.611.213  

24 CRUSTACEANS, NESOI, INCLUDING IN SHELL, COOKED BY 
STEAMING OR BY BOILING IN WATER, FROZEN   

105.062.991  32.868.282  20.534.922   24.606.659  32.424.633  22.823.664  13.596.457  

25 FISH, NESOI, EXCLUDING FILLETS, LIVERS AND ROES, FRESH 
OR CHILLED   

77.276.913  41.230.616  30.870.841   25.111.868  30.191.478  31.372.763  36.005.502  

26 TUNAS, NESOI, EXCLUDING FILLETS, LIVERS AND ROES, 
FRESH OR CHILLED   

26.886.728  28.492.906  23.490.358   26.614.324  25.216.393  69.567.917  66.321.320  

27 VEGETABLE FATS AND OILS AND THEIR FRACTIONS, 
HYDROGENATED, INTERESTERIFIED, REESTERIFIED OR 
ELAIDINIZED, WHETHER OR NOT REFINED, NOT FURTHER 
PREPARED   

11.118.975  13.956.113  12.917.914   21.834.508  24.951.002  41.828.217  35.199.288  

28 PASTA (SPAGHETTI, MACARONI, ETC.), UNCOOKED, NOT 
STUFFED OR OTHERWISE PREPARED, NOT CONTAINING 
EGGS   

8.500.981  15.353.728  17.003.566   19.883.987  23.929.658  25.906.604  18.518.026  

29 COCONUTS, DESICCATED.   20.345.299  21.951.572  32.189.295   32.107.401  23.761.789  21.244.718  35.938.982  

30 NUTS, NESOI, FRESH OR DRIED, WHETHER OR NOT SHELLED  52.958.341  39.544.200  20.482.026   15.932.011  23.265.306  43.518.467  50.611.169  

31 FISH, DRIED, WHETHER OR NOT SALTED BUT NOT SMOKED, 
NESOI   

27.962.567  28.816.934  22.723.426   26.229.949  20.229.223  25.529.787  29.896.822  

32 VANILLA BEANS   5.497.035  8.502.697  19.309.437   19.160.362  19.275.235  16.501.698  5.346.612  

33 MILK AND CREAM, SWEETENED, WHETHER OR NOT 
CONCENTRATED, NESOI   

189.869  76.822  66.048   5.636.289  17.954.801  15.987.372  8.408.685  

34 MUSHROOMS, PREPARED OR PRESERVED OTHERWISE THAN 
BY VINEGAR OR ACETIC ACID   

27.718.579  31.214.530  25.532.622   15.387.034  17.483.067  20.298.957  21.321.555  

35 FISH FILLETS, AND OTHER MEAT (EXCLUDING FISH STEAKS), 
FRESH OR CHILLED   

12.134.506  7.370.336  11.061.286   13.456.922  17.070.855  9.902.256  6.680.816  

36 PINEAPPLE JUICE, WHETHER OR NOT SWEETENED   17.165.316  11.191.725  13.099.560   19.432.256  16.608.507  22.066.934  24.275.925  

37 FISH NESOI, SALTED OR IN BRINE, BUT NOT DRIED OR 
SMOKED   

14.240.685  14.241.732  24.241.605   31.695.679  16.112.210  13.895.820  17.205.041  

38 CINNAMON AND CINNAMON-TREE FLOWERS, NEITHER 
CRUSHED NOR GROUND   

20.507.930  16.292.189  14.304.481   16.835.104  15.105.766  21.045.519  18.899.481  

39 CHOCOLATE AND OTHER COCOA PREPARATIONS IN BLOCKS, 
SLABS OR BARS, WEIGHING 2 KG OR LESS, NOT FILLED   

14.004.216  9.156.526  8.801.032   15.765.677  12.397.752  5.987.020  1.925.626  



40 FROGS' LEGS, FRESH, CHILLED OR FROZEN   8.339.055  10.943.965  14.159.699   13.460.903  12.336.067  11.162.611  11.506.826  

41 ALUMINUM WASTE AND SCRAP   3.246.772  3.304.866  6.636.448   8.898.480  12.303.577  10.500.701  11.162.721  

42 CRABS, INCLUDING IN SHELL, COOKED BY STEAMING OR BY 
BOILING IN WATER, FROZEN   

2.698.091  8.471.713  12.218.589   10.425.599  11.153.691  15.631.954  20.824.930  

44 GUAVAS, MANGOES AND MANGOSTEENS, FRESH OR DRIED   4.451.631  6.312.709  4.250.637   9.657.769  9.816.559  5.407.319  7.401.452  

45 CRUSTACEANS, NESOI, LIVE, FRESH, CHILLED, DRIED, 
SALTED OR IN BRINE, OR COOKED BY STEAMING OR BOILING 
IN WATER, NOT FROZEN   

7.145.286  9.263.922  10.301.384   7.775.678  9.751.318  3.428.929  559.572  

46 CRAB, PREPARED OR PRESERVED, INCLUDING PRODUCTS 
CONTAINING FISH MEAT   

9.564.275  11.572.039  11.553.490   5.518.655  8.402.365  42.123.130  25.231.306  

47 FISH MEAT, NESOI (EXCLUDING FISH STEAKS AND FILLETS), 
FROZEN   

7.153.487  7.713.293  7.457.118   5.392.220  8.241.720  13.644.826  16.762.222  

48 AGAR-AGAR   5.720.667  7.684.261  6.332.945   7.056.007  6.432.992  6.270.376  8.804.892  

49 FISH, INCLUDING FILLETS, SMOKED, NESOI   6.451.068  6.971.980  2.600.419   6.502.986  6.170.504  7.863.815  12.278.787  

50 FRUIT, NESOI, FRESH   1.335.210  1.142.000  901.159   4.483.537  5.633.388  1.055.045  1.139.273  

51 WASTE (INCLUDING NOILS, YARN WASTE AND GARNETTED 
STOCK), OF SYNTHETIC FIBERS   

5.538.004  7.712.086  7.816.388   7.000.515  5.620.225  7.030.768  6.189.247  

52 DIOCTYL ORTHOPHTHALATES   23.128.156  39.666.663  20.244.399   11.368.838  5.615.743  3.744.112  6.585.126  

53 OCTOPUS, FROZEN, DRIED, SALTED OR IN BRINE   2.694.908  2.041.603  2.297.891   4.335.992  5.611.360  10.271.196  12.242.973  

54 GINGER   14.120.742  5.797.441  3.510.830   3.930.317  3.875.301  7.247.396  2.175.071  

55 PEANUTS (GROUND-NUTS), PREPARED OR PRESERVED, 
NESOI, INCLUDING PEANUT BUTTER   

2.565.599  3.886.773  5.947.491   3.064.213  3.445.837  1.357.857  3.353.478  

56 PEANUTS (GROUND-NUTS), NOT ROASTED OR OTHERWISE 
COOKED, IN SHELL   

2.536.469  2.162.576  1.539.449   2.415.688  3.357.828  4.939.490  2.935.277  

57 SALMONIDAE NESOI, EXCLUDING FILLETS, LIVERS AND 
ROES, FROZEN   

8.025.992  11.519.163  15.152.529   9.154.817  3.319.367  8.487.434  12.250.211  

58 BRAZIL NUTS, IN SHELL, FRESH OR DRIED.   1.881.756  2.527.755  2.442.422   2.154.227  3.060.354  4.065.673  2.810.647  

59 COCOA PREPARATIONS, NOT IN BULK FORM, NESOI   2.012.002  4.696.202  4.185.668   6.390.444  2.910.839  2.786.210  2.175.062  

   

60 CEREAL FLOURS OTHER, NESOI   1.502.906  2.515.084  2.747.028   2.875.508  2.910.231  3.289.527  1.286.260  

 FOOD PREPARATIONS FOR INFANT USE, PUT UP FOR RETAIL 
SALE, NESOI   

2.384.149  1.955.571  1.514.317   693.287  2.711.028  907.136  351.884  

61 FRUIT AND OTHER EDIBLE PARTS OF PLANTS, NESOI, 
PREPARED OR PRESERVED, WHETHER OR NOT CONTAINING 
ADDED SWEETENING OR SPIRIT, NESOI   

3.353.546  3.035.127  3.616.759   4.230.385  2.686.022  4.748.815  7.034.858  

62 EGGPLANTS (AUBERGINES), FRESH OR CHILLED   1.115.916  1.527.756  2.283.284   1.467.721  2.650.331  1.828.444  2.573.061  



63 ROCK LOBSTER AND OTHER SEA CRAWFISH, LIVE, FRESH, 
CHILLED, DRIED, SALTED OR IN BRINE, OR COOKED BY 
STEAMING OR BOILING IN WATER, NOT FROZEN   

5.900.189  3.857.475  6.341.410   2.747.967  2.599.203  3.272.495  3.010.602  

64 GREEN TEA (NOT FERMENTED) NESOI   4.625.734  4.101.588  5.228.948   4.062.254  2.540.578  1.167.866  1.038.368  

65 COCOA POWDER, CONTAINING ADDED SUGAR OR OTHER 
SWEETENING MATTER   

15.219.139  12.039.577  8.536.653   6.826.064  2.540.297  1.832.218  1.227.393  

66 FIXED VEGETABLE FATS AND OILS AND THEIR FRACTIONS, 
WHETHER OR NOT REFINED BUT NOT CHEMICALLY 
MODIFIED, NESOI   

574.710  2.458.612  1.533.382   3.644.696  2.388.828  399.186  4.184.710  

67 CEREALS, OTHER THAN CORN (MAIZE), IN GRAIN FORM, PRE-
COOKED OR OTHERWISE PREPARED   

1.285.788  635.673  728.976   1.068.845  2.344.522  2.359.395  2.116.646  

68 PINEAPPLES, FRESH OR DRIED   727.917  1.123.574  886.695   2.784.582  2.315.283  529.122  219.703  

69 PREPARED FOODS OBTAINED BY THE SWELLING OR 
ROASTING OF CEREALS OR CEREAL PRODUCTS   

434.243  551.337  689.914   905.651  2.313.871  735.755  795.482  

70 FLOURS, MEALS AND PELLETS, OF FISH OR OF 
CRUSTACEANS, MOLLUSCS OR OTHER AQUATIC 
INVERTEBRATES, UNFIT FOR HUMAN CONSUMPTION   

383.613  740.451  750.422   3.120.971  2.238.369  1.535.428  445.251  

71 SAUSAGES AND SIMILAR PRODUCTS, OF MEAT, MEAT OFFAL 
OR BLOOD; FOOD PREPARATIONS BASED ON THESE 
PRODUCTS   

225.327  36.243  44.301   528.825  2.160.829  301.309  451.669  

72 JUICE OF ANY OTHER SINGLE FRUIT OR VEGETABLE, 
UNFERMENTED AND NOT CONTAINING ADDED SPIRIT, 
WHETHER OR NOT SWEETENED, NESOI   

2.986.090  3.234.781  3.246.838   1.926.438  2.128.876  1.493.946  1.915.583  

73 FRUIT, DRIED, NESOI, OTHER THAN THAT OF HEADINGS 0801 
TO 0806   

2.636.465  2.278.882  976.624   1.796.936  2.098.613  2.020.588  2.824.254  

74 MILK AND CREAM, NOT CONCENTRATED NOR SWEETENED, 
OF A FAT CONTENT, BY WEIGHT, EXCEEDING 1% BUT NOT 
EXCEEDING 6%   

0  918  641.315   1.321.950  2.085.848  2.905.566  4.100.493  

75 MUSHROOMS, FRESH OR CHILLED   2.297.911  3.665.646  3.978.765   3.621.287  1.710.311  2.793.243  2.385.167  

76 PALM NUTS AND KERNELS, WHETHER OR NOT BROKEN   674.529  1.248.211  170.432   974.934  1.565.755  9.200.885  18.305.401  

77 PASTA (SPAGHETTI, MACARONI, ETC.), UNCOOKED, NOT 
STUFFED OR OTHERWISE PREPARED, CONTAINING EGGS   

3.842.722  2.252.673  3.680.907   2.326.775  1.506.689  975.361  357.595  

78 SPICES, NESOI   724.929  1.963.030  901.603   966.003  1.492.391  1.947.043  3.822.134  

79 GREEN TEA (NOT FERMENTED) IN IMMEDIATE PACKINGS OF 
A CONTENT NOT EXCEEDING 3 KG (6.61 LB.)   

3.080.357  4.289.453  1.501.035   1.969.337  1.426.479  6.066.687  22.094.298  

Source: Central Board of Statistics, 2005. 


