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New government, old challenges
in natural resource management

T

he General Elections
Commission of Indonesia
confirmed Joko Widodo as the
winner of the presidential race
winner a month ago, paving the way for
the creation of a new government that will
run for the next five years and address a
huge challenge in managing the country’s
natural resources.
Although his opponent, Prabowo
Subianto, refuses to admit defeat, many
scholars and observers believe that Joko
Widodo, or ‘Jokowi’ as he is popularly
known, will be sworn in as the seventh
president later this year.
Officially, the Constitutional Court
has to declare Jokowi as the country’s
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elected president. Nevertheless, whoever
the Indonesian next president is, he
needs to hit the ground running, taking
responsibility for forming a government
that can deal with difficult issues such
as balancing the country’s economic
development, social welfare and
environmental protection.
One immediate challenge, that the
new president and his cabinet need to
address, is regarding fossil fuel and
energy subsidies.
High energy subsidies create significant
costs for Indonesia and its people,
impacting on the economy, the environment
and Indonesia’s energy security.
Indonesia-Investment reports that the

government allocated IDR300 trillion
(US$26.3 billion) on energy subsidies in
2013 (mostly on fuels and electricity),
and this year the government will spend at
least IDR282 trillion (US$24.7 billion).
In general, such subsidies hinder
Indonesia’s sector development,
including in poverty alleviation,
education and healthcare. In a 2014
report for the International Institute
for Sustainable Development, Ari A.
Perdana argues that fossil fuel and
energy subsidies do not support lowincome households very efficiently and
can effectively ‘crowd out’ government
spending on alternative policies.
The relatively high subsidies also
inhibit the development of indigenous
renewable energy sources such as
geothermal, biomass, bioenergy and
micro-hydro. In 2009, Agus Purnomo,
the special advisor on climate change
to Indonesia’s president, argued that
cutting fossil fuel subsidies is the key to
bolstering the renewable energy sector’s
competitiveness.
The new president, therefore, not only
has to lay out a policy to cut fuel subsidies
immediately but also to develop programs
and appoint energy and finance ministers
who can use the fund shifted from the
subsidies, to help seed investment in
renewable energy development, enabling
Indonesia to secure its future energy
supply and move toward a sustainable
energy growth path.
Jusuf Kalla, the running mate of

Jokowi, told Reuters a month ago that a
priority program in their first 100 days in
office will include the reduction of fuel
subsidies. This is likely to be the first big
test for the new government since the issue
of fuel subsidy reduction is a politically
sensitive one.
If the new government is successful
to approach and address this, including
to convince a ‘divided parliament’ and
the general public, the new president
and his cabinet have a good platform to
create incentives for boosting Indonesia’s
economic development, creating incentives
for saving energy and finding renewable
sources, and eventually reducing the
country greenhouse gas emissions.
Another key challenge for the new
government in managing the country’s
natural resources is to formulate
the future development platform of
Indonesia, particularly whether the
country will still depend heavily on
natural resource exploitation.
Continuous natural resource
exploitation has contributed significantly
to Indonesia’s economic strength but, at
the same time, this has led to resource
depletion, and environmental degradation
and related disasters.
The National Agency for Disaster
Management (BNPB) reveals that for the
period of 1815-2014, environmental and
climate related disaster events have been
prevalent, including floods (38 percent),
strong wind (21), landslides (16), and
drought (12). A study published by the
United Nations Environment Program,
for example, estimates that in the period
of 2010-2013, flood events in Kalimantan
have inundated more than 190,000
houses and displaced more than 700,000
people, resulting in significant social and
economic costs.
Such disasters reflect on the past and
current natural resource management
regime of Indonesia as a country,

particularly in the management of (or lack
of management of) its forests, agriculture,
land and key natural resources. Such
disasters cost and will eventually shake the
very foundations of Indonesia’s economy.
To date, Indonesia has one of the
world’s largest rainforest areas but the
Indonesian Forestry Ministry and the
Center for International Forestry Research
show that roughly only one-third of these
forest areas are covered by primary forests,
one-third by logged-over areas and onethird by vegetation other than forests.
Some scholars argue that forests in
Indonesia are still disappearing fast. An
article published in the 2014 journal
Nature Climate Change suggests
that the annual deforestation rate of
Indonesia is twice the rate reported by
the Indonesian government.
To address this issue, the new
government needs to adopt a policy that
ensures that halting deforestation and
peat land loss is the center of Indonesia’s
development policies and programs.
The current president, Susilo
Bambang Yudhoyono, and his cabinet
have managed to introduce forest and
peat land conversion moratorium as well
as establish a national REDD+ (reducing
emissions from deforestation and forest
degradation) agency.
Such a policy and new agency,
however, have already been confronted
by a huge task, particularly in being seen
to be inclusive, taking into account the
voices and interests of various ministries,
sectors, layers of governments, and
groups of stakeholders such as from local
communities and the private sector.
The new government needs to
realize that in a big, democratic and
decentralized country such as Indonesia,
any policy formulated or institution
set-up needs all the support it can get to
ensure that the desired changes can take
place on the ground.

The new government, therefore, needs
to rethink its future cabinet structure that
allows good coordination among key
ministries, such as development planning,
forestry, agriculture, energy and the
environment, and key agencies, such as the
national climate change council and the
REDD+ agency.
The new government will be judged by
its selection of these ministers and heads of
these agencies, and whether these leaders
are those representing big businesses
or willing to see Indonesia achieving
sustainable development outcomes.
In addition, the new president should
be much firmer in showing his leadership
so that any decision would be followed
and applied by those ministries and
agencies accordingly.
Fred Stolle of the World Resources
Institute, for instance, highlights this
issue by stating that Indonesia has
relatively good policies on forestry but
the biggest challenge of all is to follow up
the policies with effective implementation
and law enforcement.
This first 100 days of the new
government, therefore, would serve as the
period for Indonesians to scrutinize the
selection of ministers and formulation of
key policies of their elected president and
vice president.
In general, Indonesian citizens
during this period, and even before,
have to voice out and remind the elected
government about the needs for significant
transformation of the country’s current
natural resource development, pushing
for more efficient and sustainable use of
natural resources.
For the elected president and vice
presidents, they have to show that they
can lead Indonesia, by formulating and
implementing their vision, policies
and programs that bring about the
country’s sustainable development
outcomes.
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