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PART I: EXECUTIVE SUMMARY

1.1 Background Information about the Project

1.1.1 Project Development

The Project is a follow-up of the Pre-Project PPR02 Rev. 2(l), assessed by the
Twenty-seventh and the Twenty-eighth Expert Pan€lés project was intended to
increase contribution of non-timber forest produ¢t$TFP) to sustainable forest
management (SFM) through the promotion of econatemelopment, especially in East
Kalimantan. The increase is expected to be achidwedigh the establishment of small-
scale industries of selected NTFP and its marketiegwork involving all local
stakeholders. On-station and on-farm demonstragiots should be established for some
selected communities surrounding the forest to ptemthe production subsystems.
Sustainability of the Project benefits to the comity could be expected from the
demonstrated cultivation, processing, market system strong support from district
government and NGOs. Once the NTFP business idapmg the community welfare
was expected to increase, the pressure to the feddisces and the sustainability of forest
management becomes a reality.

1.1.2 Key Problems and Pre-Project Situation

As formulated based on PPD 55/02 Rev.2(l), the npmoblem of NTFP is its low
contribution to economic development in East Kalitaa in particular, and in Indonesia
in general. This is due to the fact that NTFP i$ cunsidered as commodities that are
regularly traded and shared some benefit to thenaua@ development, especially in
promoting community income through strong smallegmtises. Currently, the NTFP—
including those having medicinal potential- werdlemted from natural forests and
directly consumed or processed by traditional pssoes. Due to its dependency to the
natural forest, the quantity of raw material maynaén the same, while the demand is
growing. As a result, sources of materials frome$trare decreasing, the trade of the
medicinal plants is not developed, and sustaineshthto the existing forest is growing
due to various social conditions. This Project wasended to solve these key problems
that were essential to achieve SFM.

The development objectivis to increase contribution of NTFP to the forest seatoEast
Kalimantan economic development. In 10 years toesdime contribution should increase
5% of the district forestry sector in Penajam Pa#tara and Kutai Kartanegara districts.
The increase would be achieved when small-scalesing of NTFP and its marketing
network have been promoted and supported by tkerstéders.

1.1.3 Specific Objective and Outputs

The specific objectiveof the Project is to promote some selected NTFButainable
forest management by improving small-scale industrselected NTFP and its marketing
system.

There are four outputs intended from the Projeet, i

Output 1: Established selected medicinal plants cultivatigstem: The established
cultivation system of the selected medicinal plamii be shown by cultivation on-farm
and on-station demonstration plots by trained fasme
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Output 2: Appropriate processing system for selected medigilants: The appropriate
processing system requires some entrepreneurgandd villagers who are potential in
the respective business.

Output 3: Developed management plan of small-scale industdylaisiness strategy of
selected medicinal plants: The developed manageiplant requires some established
small-scale processing units and some trained psocs.

Output 4: Established marketing network of small-scale indestof medicinal plants: In
order to materialize the marketing network, bussngsoups within and beyond East
Kalimantan must be available as well as an inidiatetwork.

1.1.4 Project Strategy

The increased NTFP contribution to community incomik reduce the need for timber.
In addition, the increased NTFP contribution toekiry sector will lower dependency of
the government to promote revenue from timber. ldetiee pressure on timber harvesting
will decrease. Community participation is the mapproach in the Project design.

Cultivation, small-scale establishment of selecFP, and market promotion were
integrated and became a strategy to achieve ootghé Project. Cultivation was done on
the farmers’ land (on-farm) and on PT InhutanidaafBatu Ampar, Bukit Bangkirai) as
an on-station demonstration plot. It was necessarynitiate the cultivation on the
farmers’ land while the medicinal plants of foresigin were growing and ready to be
harvested some time later. Meanwhile, the farmeiis improve their competence in
processing and marketing the herbs to certain prapehniques. The strategy of
integration should result in low risk as compared\fTFP development that separating
processing units and market promotion. This intesgtdroject strategy should need less
cost, because the integration of cultivation, pssg®y, and marketing of selected NTFP
should reduce transaction cost and transportatisty eneanwhile it should have greater
added value at local level.

1.1.5 Project Planned Duration and Overall Costs

The duration of the Project was 3 years (as planstiting from 1 April 2005 to 31
March 2008. The contract was signed on 18 Janua®$.2As agreed in the third Project
Steering Committee meeting on 18 March 2008, tleePr was extended until end of
July 2008, without additional funding, to compleigtivities in plant maintenance and to
acquire licence for herbal products.

The Project overall cost was US$ 528,410.00; USK3BY.00 was contributed by ITTO
and US$ 126,473.00 by the Executing Agency as nid-kdontribution in the form of
salary of staff, office rents, and facilities.

The specific sector which the Project relates wasdtry at the national level with its
main characteristics was in the area of developomgmunity participation for achieving
sustainable forest management. A private sectéorgstry business (PT Inhutani I) was
involved. The local Agricultural Service was invetV in the activities relating to

cultivation of medicinal plants and the local HeaBervice was involved relating to the
medicinal herbs that would be produced and mark&aedhe public. Therefore, these
local government offices were actively involvednarturing the community in initiating
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the establishment of some NTFP production and thdyzts thereafter. In the long run,
this community participation would ensure the acbieent of SFM. Some intersectoral
linkages affecting its development were the distgovernments of East Kalimantan,
particularly the Agricultural Service and the HeaBervice, since the Project activities
were about cultivation and production of traditibharbs/health food. An NGO (Bioma)
had a great contribution in fostering the partitipgafarmers.

1.2 Project Achievements

1.2.1 Outputs Achieved

Table 1. Summary of outputs achieved

Achievement Output 1: Cultivation of Medicinal Plants On-Station and On-
Farm

0 The participating farmers in all 4 villages (Sungéerdeka, Semoi I, Semoi IV, and
Mentawir) have been successful in growing and reggliome medicinal plants fgagmu
(Indonesian curing herbs with no serious difficulty

o To reduce the use of synthetic fertilizer, the farsnare now knowledgeable in preparing
compost from the available materials, which is adypractice in producing herbs.

o Thus far, more than 20 hectares have been cultivatel harvested. The participating
farmers are interested in cultivate species ofsteoeigin.

0 The forest tree species that were planned to belaged includesgaharu (Aquilaria
malaccensis kina (Brucea javanic akar kuning (Arcangelisia flavy, pasak bumi
(Eurycoma longifoliy, tabat barito (Ficus deltoidep and kayu sapan/secang
(Caesalpinia sappgn

o Numerous seedlings have been transferred to amehgseell on 50 hectares of forest land
(on-station cultivation).

o A small park (1 hectare) containing a collectionmnzddicinal forest tree species is being
established, which will be a good facility for edtional purpose.

Achievement Output 2: Processing of Herbs

o Some farmers, particularly women, acquired skilli &kmowledge in producing hygiene
herbs and various derived products, such as indtark.

o Dried wood ofpasak bumicollected from the forest) has been processengusimple
method and shipped to an herbal manufacturer belyastiKalimantan for export.

Achievement Output 3: Developed Small Business

o In small-scale level, the participants have beeactmring to makejamu from their
harvest, for their own consumption as well as &de it the local market.

0o As many as 7 legal permits, so called PIRT (Parigdnstri Rumah Tangga, certificate to
produce and distribute home industry food produts) been issued by the district Health
Service, granted after a thorough survey.

0 A booklet in recipes of making instant drink madevarious herbs has been developed
and disseminated to be used in the productionudtmld-level.

Achievement Output 4: Developed Networks

0 The participating farmers’ organization is stremgting [strengthened?], fostered by
BIOMA. The business is starting to be well managedrket information is regularly
updated.

Completion Report — PD 277/04 Rev.3 (1) 5



Biopharmaca Research Centre IPB, FORDA - Indonesia

o0 Links between the farmers and the district govemtm&uch as the Agricultural Service
and the Health Service have been satisfactoryydisated by involvement of agricultural
field workers penyuluh pertanianand the issuance of the PIRT license.

1.2.2 Specific Objective Achieved

Small-scale industry of herbs has been initiateth wome intermediate goal, using quick
yielding medicinal plants species such as ginged athers from the family of
Zingiberaceae. The participating farmers are coemien producing traditional medicines
and health food/food supplement from these cukidapecies on-farm and they will be
ready to process the harvest from NTFP cultivatedtation in the immediately years to
come. The marketing system and network have beegiajeed steadily.

1.2.3 Contribution to the Achievement of the Devepment Objective

The Project used a multistakeholder-model, meattiagcoordination and collaboration amongst
stakeholders is necessary. Community participatias been in effect and useful, both for the
communities themselves as well as for SFM. Contidibuof non-NTFP medicinal plants at the
end of three-year Project duration varied from 21895.2% to household income, indicating that
the proposed activities have patrtially fulfilledetlievelopment objective of this Project. This
excludes the contribution of medicinal plants of F¥PTyet, since there is no harvest from this
cultivation until 2010. The value of NTFP havingdiwnal effect is certainly higher in the extract
form, especially as an export commodi@n-station and on-farm demonstration plots that
directly involve the community serve as an initslage in promoting production
subsystem, and in the immediate future will be alehdor developing NTFP in small-
scale industry throughout the Penajam Paser Utadh Kutai Kartanegara districts.
Therefore, m 10 years to com¢he 5% increase of contribution to the forestrytsem the
respective region is foreseen. The prediction glaon the growing small-scale industry
of NTFP and the supporting plantation of NTFP by stakeholders. When it is time to
harvest and process herbs from the growing NTFRm& from this product would
certainly higher, for instance, 1 kg extract obggifirom ginger is Rp 50 000/kg and 1 kg
extract ofpasak bumis Rp6 million/kg.

The situation prevailing after Project completias,compared to the pre-Project situation
is as the following. Some high-valued commoditievihg medicinal effects are now
cultivated, processed, and legally distributed hie tocal market as compared to the
situation before the Project started. The medigntahts of NTFP are now planted in 50
hectares of forest land and ready to be harvest@d3 years, and to be processed by the
surrounding communities. In addition, the commusithave started to cultivate medicinal
plants of forest-origin.

1.3 Target Beneficiaries Involvement

Direct beneficiaries of the Project are (1) comrmiesiin the four villages as plant
cultivators, (2) processors, (3) collectors (brakeand (4) merchants. The benefits are
delivered through selected NTFP cultivation adigtand processing units as alternative
sources of income. The participating farmers wecévaly involved in discussion,
consultation, workshops, and trainings. Other herefes are (5) PT Inhutani | that
received supports from the farmers practicing #dgwmsilture and hence will support
sustainability of the forest district governmei®) Bioma, for having much experience in
handling medicinal materials, from cultivation tarketing aspects, (7) universities, for
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more fields in research, and (8) the district goweent that get benefit in terms of
achievements of community development activitied aill receive additional revenues
in foreseeable future. Employment, knowledge, ardegence from this Project are
examples of success story of Project in other g@aand districts within the province.
The surrounding universities learn from the Projegplementation to develop science
and technology, particularly dealing with herbgaest-origin.

1.4 Lessons Learned

1.4.1 Development Lessons
1.4.1.1 Project Design

The Project emphasizes the importance of commuypdtyicipation. The participating
village communities have shown their commitmenigcsiall activities were discussed in
advanced by considering their own available ressirthe Project provided all necessary
facilities, such as workshops, trainings, materiats well as other equipment and
facilitation, to support their activities. In addi, good support from the district
government is indispensable. However, much effarstnbe done in developing such a
new paradigm in promoting some NTFP that have nrealieffect, both in forestry and in
the forest surrounding communities. The farmers st prioritised their traditional
commodity and place the medicinal plants as a skxgnmatter. This is reasonable
considering that medicinal plant is a new sourcénobme for them. It will take some
time until they feel comfortable with this new comdity. Also, there is some trade
barrier crossing the province, primarily due to hhigequirement in quality and high
transportation cost.

Due to some reasons in the implementation, somegesafrom the original proposal
have to be done, as summarized in Table 2.

Table 2. Changes from the original proposal

Changes Reason

0 Species okina, gaharuand o Plant material ofaluang bilumwas very limited. The
mahkota dewdo replacesaluang substitution was approved by FORDA and PT Inhutani
bilum I

0 Workshops and training for 0 Low participation of farmers. Many more participefi
processing techniques were not farmers, especially women, wish to attend the
held centrally in one place but workshop and training that are convened in thein ow
were held in each village village.

0 Additional Project staff o Daily monitoring is difficult. One person, a baabrein

agriculture was deployed in the field, plus a motor
cycle for high mobility.

(@)

The original type of equipment was underutilizedhat
time being. They will be used when the economidesca
of the harvest is met.

o Type of processing equipment

0 Management plan in the village Sophisticated management plan is considered
for business in herbs unnecessary since the farmers are already selidath
in their cultivation activities. Fund-revolving was
difficult in the first year of implementation due long
draught, but recovered in the second year.

o
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1.4.1.2 Changes in Intersectoral Links

During the implementation, there were not many geanin intersectoral links as
compared to the original project design. Howevdre tlinks were strengthened,
particularly with PT Inhutani | for on-station ciation, with the district Agricultural
Service for on-farm cultivation, with the Healthr@ee for assuring legal business on
herbs and herb products. BIOMA, the local NGO, Whig competent in environmental
issues, is considered a necessity to go hand-id-hanworking closely with the
communities. These four intersectoral links highffected the Project’s success.

1.4.1.3 Additional Arrangement

Deployment of one staff to the Project site is cd&e®d necessary for monitoring day-to-
day operation. When the seedlings have been trauasfe the field, one person did not
seem to be sufficient. Another local person hadbaohired. A motor cycle had to be
provided for easy moving in such remote and scadtareas.

1.4.1.4 Factors Affecting Sustainability

Initiation in the development of NTFP having medali effect has shown a prospective
future. The forest-surrounding communities have uaed skills and knowledge in
promoting some NTFP and the selected NTFP aredireariched the forest. During the
Project implementation, the growth percentage ahys for forest enrichment is as the
following: gaharu 95.0%, akar kuning85.2%, pasak bumi71.0%, kina 98.0%, tabat
barito 45.4%, andsecang88.0%. As has been mentioned earlier, some seictatistrict
government have been actively involved. Howeves, Itidustry, Trade, and Cooperative
Service in the respective districts has not yetmak significant action. It seems that
financial institutions must also be involved to yide financial capital for establishing
NTFP medium-scale business level.

1.4.2 Operational Lessons
1.4.2.1 Project Organisation and Management

Project Steering Committee (PSC) is the highestieptostructure body that was
responsible for approval of the Project programd aodget, annual evaluation and
review of the implementation performed by the exiagu agency. All actions in
implementing the Project have been followed acecwlg as recommended by the PSC.
National consultants (NC) assigned by FORDA, namily Tajudin Edy Komar (expert
in NTFP species), Ms. Tri Wahyudiyati (expert irréstry regulations), Dr. Murniati
(expert in social forestry) and Mr. M. Zahrul Mujta, MSc (experts in marketing) have
contributed significantly in the implementationtbé Project.

1.4.2.2 Project Documentation

All administrative matters as well as the implena¢ion of Project activities, are well
documented in the forms of Project Document, Yedlgns of Operation (YPO, 3
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volumes), minutes of PSC meetings, Progress Ref@n®mIlumes), technical reports (4
volumes), workshop reports (2 volumes), report HPMBA (5 volumes), report on
internal monitoring (2 documents), report on margstudies, and report on Field Day
Festival.

1.4.2.3 Monitoring and Evaluation

The PSC meetings (one in each year) were heldstausis and review the progress of the
Project. The meetings were always attended by ITé@esentative. Daily monitoring
and evaluation was carried out by the Project efficrough intensive communication
with the field staff and frequent visit to the fidby the coordinators of activity.

Internal monitoring carried out by personnel of FlPRhas been very beneficial toward
the success of the Project in order to avoid drakbaf the Project implementation. The
internal monitoring was performed prior to PSC rimegeach year.

1.4.2.4 Roles and Responsibilities

The Project involves stakeholders with differerterest, but they all have a common
goal, i.e. development of East Kalimantan regionithiw their respective sector and
jurisdiction. Certainly, their roles and responigiigis have had significant contributions to
the success of the Project.

1.4.2.5 Controls Over Plan and Implementation

The Project Document and the availability of WoltkrR presented and discussed in each
PSC meeting, were instruments to avoid gaps betwezplan and the implementation.
Regular internal monitoring and evaluation perfadmby FORDA, and intensive
communication and frequent visit by the Projectspanel have given great contribution
in controlling the Project implementation. Budgetsraudited by an independent financial
auditor which was approved by ITTO office.

1.4.2.6 Foreseeable External Factors

The initial planning was to include cultivation,opessing, and marketing of herbal
products. There were no significant problems irtication except that the fertilizer cost
is relatively high. Composting became an excelsattition for this constraint. Training
on processing herbal products was planned originafwever, workshops and trainings
had to be repetitively done in each village to makem more effective to increase
women participation. The Project had to facilitatene representative farmers from each
village to make an excursion to Java Island, vigifamu industries and farmers groups
supplying their herbs to largamu industries. This was considered necessary to build
their confidence in initiating NTFP cultivation.

The participating farmers’ groups have shown themmitment to the Project. However,
progress in each village was clearly not the sarhe.activities that were implemented by
the group without heavy involvement by the villagfécials seemed to be more dynamic
than those with “instruction” by the village he&artunately, this drawback has gradually
changed recently when they gain more knowledgesailidin producing herbal products.

Networking is still relatively major constraint oleveloping the market. However, their
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experience in satisfactory selling price has redubeir scepticism in initiating this new
business.

Planting in forest area was threatened by draugttfie. A long dry season had been
experienced, causing a delay in transferring tleellsggs to the field. However, there was
no disaster such as forest fire.

1.4.2.7 Unforeseeable External Factors

High cost of energy (fuel) is still a threat for dignal plant cultivation and herbal
processing. The consequence is that the produgtist mot be competitive for marketing
beyond the province, except that the processedupteanust be in high quality. Compost
produced by the farmers and processing the hamastally (including sun drying) has
helped reducing the cost and avoided environmehutfmm. Infertile land (wild grass
vegetation and ex-fire land) in Kalimantan needsrisive treatment and high input such
as fertilizer; on the other han@mu factories in Java Island would not accept harvest
from chemically fertilized plants. If the herbal stde sold tgamuindustries, cultivation
of medicinal plants must be without chemical fezéts. The critical is a gap between the
standard quality of commodities produced by farnard the requirements of buyers. By
fertilizing with compost, the opportunity to sehet product tojamu industry will be
better.

In processing of harvested herbs, the provided Isiraguipment installed in the field has
becoming more and more utilized. The farmers’ geospowed their enthusiasm in
running their processing units. Even though coaling is a competing activity for the
Project in term of ‘cash money’, processing herbadterials was considered new
knowledge and was considered a prospective so@iineame.

However, more capacity building must be done. Tdrenérs’ group institutions must be

strengthened and the assistance from BIOMA shoeldédpt intensified. Partnership or

networking with district government is not yet sédctory as expected. The Agricultural
Service and the Health Service have undertakenrettnsteps. The Industry, Trade, and
Cooperative Service has not yet taken a signifieation. The support and the network
from these district institutions will certainly esatice confidence of the farmer partcipation
in promoting the NTFP. The commodity of NTFP isaipreliminary stage, the market is
visible, but yet it needs some time to really prtendhe NTFP to an economic

perspective.

1.5 Recommendation

Upon completion of all activities, some recommeratato improve the effectiveness and
efficiency of similar future projects are as thédwing.

The Project is presumed to sustain based on thenoly reasons. First, a nursery of forest tree
species having medicinal effects has been establisBome 50 hectares of forest have been
enriched with medicinal plants and the vegetatidhbe in good condition if appropriate tending
is guaranteed in the next 2-3 yeafhie farmers are skilful in producing and cultivatin
seedlings of the forest tree species as their aymnuodity, which can also alleviate the
diminishing population of some species of tree gsebaving medicinal effect such as
akar kuningand pasak bumin the natural forest. Certificates from the auites will
make the farmers have more confidence in produang distributing this new
commodity. Partnership with stakeholders keepsnessing. Because of these significant
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benefits, most of the respondents wish to keepldpig the cultivation of medicinal
plants by their own effort after the Project en@lBis indicates that the medicinal plant
development initiated by the cooperation betweemQTand Biopharmaca Research
Centre has been able to trigger the community ngitiess to continue their business by
their own. It means that sustainability of the attiin medicinal plant development in
the four villages can be guaranteed. Communityig@pation to support SFM is obvious
and could be strengthened with strong support fileencommitted stakeholders. In the
future, the community activities in producing andérketing herbs should be supported
continuously until the real herbs from NTFP ardizeal.

A foundation of collaborative management with Phdtani | has been laid down, which
could serve as a starting point in propagating sealected NTFP in wider forest areas
and processing the harvest from the current meaaligilantation. Therefore, in the near
future a new joint activites might be proposedIforO funding.

The project activities entitled promoting selecDFP is potential to be replicated. Many
cases were reported regarding encroachment agdliliegging due to low welfare of the
communities surrounding the forest. Similar aciégtin promoting NTFP based on
community participation can be carried out in otlegions in Indonesia. However,
different region would need different strategiez;ading to the their specific lacalities.
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PART 1I: MAIN TEXT

2.1 Project Content

The discovery of anticancer compounds from fordants, the efficacy of medicinal
plants collected from forest area for the therapyviarious diseases, and biodiversity of
Indonesian tropical forest that consists of morantt30,000 species from the total of
40,000 species in the world, implies that medicplahts growing in Indonesian tropical
forest bear potential contribution to the Indonessgonomy. Therefore, the existence of
medicinal plants in Indonesian tropical forest dtdoe explored, wisely harvested and
conserved. Participatory approach to the commumityrounding the forest was
considered important to support the sustainablestomanagement. During the Pre-
project (PPD No. 55/02 Rev. 2 (I), all necessargetine data, including potential of
medicinal plants on the intended location, conditidd the community social and culture,
and the potential market have been collected anied.

The Project is entitled “Promoting selected nonbém forest products based on
community participation approach to support susiale forest management in East
Kalimantan.” Objective of the Project is to increasontribution of NTFP to the forest

sector in East Kalimantan economic developmentOlyears to come, the contribution is
expected to increase 5% of the district forestgtaein Penajam Paser Utara and Kutai
Kartanegara districts. The increase is achievedwehneall-scale industry of NTFP and its
marketing network have been promoted and suppobstede stakeholders.

The specific objective of the Project is to prometane selected NTFP to sustainable
forest management by improving small-scale industrselected NTFP and its marketing

system. Four outputs were indicated in the propasdlthese are all accomplished at the
completion of the Project.

(1): Established selected medicinal plants cultivatipstean. The established cultivation
system of the selected medicinal plants is showrdiivation on-farm and on-station
demonstration plots by the participating traineunfars.

(2): Appropriate processing system for selected medicplants. The appropriate
processing system should be chosen and some emegps in the respective business
should appear shortly among the trained potenifiabers.

(3): Developed management plan of small-scale indusidybaisiness strategy of selected
medicinal plants. The developed management plamnesjsome established small-scale
processors and some trained processors.

(4): Established marketing network of small-scale indestof medicinal plants. In order
to materialize the marketing network, business gsowithin and beyond East Kalimantan
must be available as well as an initiated network.

Strategy

The increased NTFP contribution to community incasnexpected to reduce the need for
timber. In addition, the increased NTFP contribotim forestry sector would lower
dependency of government to promote revenue fronibdr. Hence, the pressure on
timber harvesting or illegal logging would decrease
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To initiate the Project implementation, NTFP must bultivated, ideally by the
communities surrounding the forest. It was realitted cultivating forest trees would take
a considerable time that would discourage the @patiing farmers who are familiar with
short-cycle food crops. As a consequence, the farmest also cultivate other medicinal
plants that are already familiar to them such ageji, which is categorized as quick
yielding medicinal plant. Most of the participatifigrmers were traumatic about other
past-projects which were unsuccessful in introdgiciew commodities due to marketing
constraints. Hence, activities of cultivation, shsalale establishment of selected NTFP,
and market promotion, have to be integrated armbta strategy to achieve outputs of the
Project. The strategy should result in low riskcasnpared to NTFP development that
separating activities of processing and market ptan. This integrated Project strategy
which integrating activities will need less cosgchuse the integration of cultivation,
processing, and marketing of selected NTFP will uoed transaction cost and
transportation cost. In addition, this strategyl mitrease added value at local level.

Work Plan

The Project Agreement was signed and formally amady ITTO on 18 January 2005.
The effective period of implementation was from @rih2005 and should be ended on 31
March 2008. As agreed in the third Project Stee@mnmittee meeting on 18 March
2008, the Project was extended until end of Jul@82@vithout additional funding, to
complete activities in plant maintenance and taiaedicence for herbal products.

The Yearly Plan of Operation documents were prepa@ch year to be reviewed and
approved in the PSC meetings, which were alwaysndéd by ITTO representative.
According to the guidance, the work plan documeontains Project progress report,
activities in executing the work plan, critical &sas of Project progress, and interim
conclusions.

f Required Inputs

The Project overall cost is US$ 528,410.00; US$,9®2.00 was the contribution from
the ITTO and US$ 126,473.00 was contributed by Executing Agency as in-kind
contribution in the form of salary of staff, officents, and facilities.

g Project Rationale

Based on PPD 55/02 Rev.l, the main problem of NT§Rs low contribution to
economic development in East Kalimantan in paréigudnd in Indonesia in general. This
is due to the fact that NTFP is not consideredoasnsodities that are continuously traded
and shared some benefits to the economic develdpnespecially in promoting
community income through strong small enterpridéstil now, the NTFP-including
those having medicinal potential-are collected fraatural forests and directly consumed
or processed for traditional producers. The nat@sbdurces are steadily decreasing, while
the demand is obviously growing. On the other hainel,trade of the medicinal plants is
not developed and threat to the existing foregtasving due to various social conditions.
This Project is intended to solve these key problethiat are essential to achieve
sustainable forest management.
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The community has utilized many plant species adittonal medicine. Nowadays, most
of plants having medicinal potential have been usggharmaceutical industries. The
modern community has consumed the products foowarpurposes and reasons. The
demand is growing, but the relationship betweendpeers (local community as
collectors) and consumers (traders and induste/hat well established. The villagers, as
individuals, have acted as producer of medicinahpby gathering the materials from the
forest for their own needs or sell them to otheties, such as processing unit and from
thereon, to the consumer. This activity (as produiseonly performed incidentally by the
community and has not established as an organiaeuinercial enterprises. The traders
are few; some times it is only one, in a regionnéte the market structure of the product
is categorized as local monopsonistic, similahi® iharket of most agricultural products.
In this market system, the villagers as producémsys have low bargaining position
compared to the buyers, which makes the villagersain poor and undeveloped. To
promote the viability of market system for NTFPe thultivation, harvesting and the
subsequent processing techniques should be dedeloparketing subsystem such as
promotion should be introduced and promoted.

The strategies to achieve the objectives have beplemented. On-station and on-farm
demonstration plots that directly involve the conmityt have served as initial stage in
promoting production subsystems, and in the imntedigure would be a good model for
developing NTFP in small-scale industry throughallitindonesian regions. During the
three-year Project period, the participating fasnéave earned income from quick
yielding medicinal plants such as ginger and otiezomes, while other NTFP would
contribute later. In 2-3 years to come, some NT&R loe propagated as seedling source
for enlarging planted area and some other matumatplcould be harvested for their
herbs.

Sustainability of the Project is expected from shstainability of cultivation, processing,
market system, and policy. When the NTFP is deeslags alternative of source income,
the surrounding communities would have better [ifhis would reduce damage to the
forest due to decreasing illegal logging and foeestroachment. Small-scale industries of
NTFP that are viable and supported by developedkehawould contribute to the
economic development. These benefits are expeataabtilt in a maximum total value of
both timber and NTFP.

h Project Location

The Project took place in East Kalimantan
Province, on Bukit Bangkirai area for on-station
activities, and in four villages of Sungai
Merdeka/Karya Merdeka, Semoi I, Semoi IV,
and Mentawir for on-farm activities.
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i Previous Preparatory Activities

Based on the results of a pre-project (PPD 55/02 1Rethe demand of medicinal raw
material in Balikpapan, a large city in East Kalmten, needs raw herbs material
estimated to be 7.5 tons/yr, consisted of 3.2 yorfef pasak bumil.2 tons/yr fokkayu
kuning 1.0 ton/yr forsaluang bilum1 ton/yr for roots okayuKalimantan, and 0.3 ton/yr
for other blends. Demand on these Kalimantan coniieedin Java Island is much
higher, for example 74.61 tons/yr foasak bumi

j Compliance with ITTA 1994, Article 1: Objectives

The Project complied with ITTA 1994, stated as: &®guzing the sovereignty of

members over their natural resources, as definefrimciple 1(a) of the Non-Legally

Binding Authoritative Statement of Principles for @lobal Consensus on the
Management, Conservation and Sustainable Develdpwofeall Types of Forests, the

objectives of the International Tropical Timber Agment, 1994 (hereinafter referred to
as “this agreement”) are:

(a) To promote and support research and developmeht avitiew to improving forest
management and efficiency of wood utilization adl e increasing the capacity to
conserve and enhance other forest values in tiproglucing tropical forests;

(b) To promote increased and further processing ofidabptimber from sustainable
sources in producing member countries with a view pgromoting their
industrialization and thereby increasing their esgpient opportunities and export
earning;

(c) To encourage members to develop national policie®d at sustainable utilization
and conservation of timber producing forests angirtigenetic resources and at
maintaining the ecological balance in the regiomscerned, in the context of tropical
timber trade.

The Project also complied with the ITTO Yokohamdiéw Plan, particularly in forest
industry, in terms of

Goal 2: Improve industry’s efficiency of processemgd utilization of tropical timber from
sustainable sources.

Action 5: To extent possible, given the organizasgorimary focus on timber, develop,
publish and disseminate techniques and technolagiggoduct development and on
utilization efficiency of non timber forest product

Action 6: Promote increased awareness and utitizatif existing information on wood
properties and end use requirements.

2.2 Project Context

Indonesian forestry sectors have made significdranges in terms of activities and
policies such as transitions from timber manageni&ot resource based management,
from conglomeration into community based managemieom economic development
into social, ecology and economic orientation, drun sector-based conception into
regional development orientation. The Governmerihdbnesia has also taken a number
of initiatives to address the problem of forest rdelgtion and deforestation including
formulation of an Indonesia Forestry Action Prognaen This Programme was driven by

Completion Report — PD 277/04 Rev.3 (1) 15



Biopharmaca Research Centre IPB, FORDA - Indonesia

three policy imperatives: (1) protection of foresbsystem, (2) sustaining multiple goods
and services provided by forest and to provide fisni®r present and future generations,
and (3) ensuring the proper consideration of teevgiand expertise of all people affected
and involved in forest-related activities.

Efforts have been made by the government for réigglahe programme, not only
through programme action in the field but also ggiolicy as a tool. At the end of 2003,
the Ministry of Forestry has decided on two urgsinategic programmes and activities
titted (1) the national movement of forest and lamthabilitation and (2) the Social
Forestry Programme. Both programmes are conduateéruthe co-ordination of Co-
ordinating Ministry of Economic, Co-ordinating Mstry of Public Welfare and
Coordinating Ministry of Politic and Security. Thacus of Social Forestry Programme is
on the forest-dependent community who live in amdainding the forests. This lengthy
programme aims at improving the environmental dquas well as providing timber and
other resources for domestic purposes, meaningtfgreector plays an important role in
improving Indonesia’s economy.

By the end of 2004, the Ministry of Forestry hasxamced 5 priority programs of

Forestry for 2005-2009, namely (1) combating illelggging inside state forests and
illegal timber trading, (2) revitalizing the foregtsector, especially the forest industry, (3)
rehabilitating and conserving forest resourceseénomic empowering of people within
and around the forest areas, and (5) stabiliziagdrest area and preventing forest fire.

In accordance with the implementation of decergadion of the governance (Law No.
22, 1999) to push regional development, the NTFRIdpment should be one of the
local sources for regional income. Increasing inea@nd welfare of the local community
are the main goal of the decentralization of theegoment, which is in effective since the
year 2001. The NTFP development shall promote farakie that in turn will provide
vast contribution to the natural forest resourcgtainability. This NTFP development is
also in line with ITTO’s priorities in the managenieof tropical natural forest through
biodiversity conservation.

The NTFP development is aimed to support variougeldgment programs, i.e. (1)
ITTO’s programs in tropical natural forest and @dsity conservation, (2) Ministry of
Forestry program in planting forests with the ajppiate expected products, (3) regional
priority in improving community welfare, and (4) monunity empowerment program
through promotion of NTFP business. Community pgrétion and roles of stakeholders
are key factors for the successful NTFP developrasroposed.

2.3 Project Design and Organization

The Project was designed to meet all requiremeintseoProject’s objectives as well as

the expected output. The design included a widgearf stakeholders, namely the district
government (Agricultural Service, Health Servidejest industry enterprise (PT Inhutani

[), NGO (BIOMA), a local university (University dflulawarman at Samarinda), and the
chosen local participating communities surroundimg forest. These stakeholders were
actively involved in the Project execution.

The Project organization consists of project steprcommittee (PSC) and project
executing body. The PSC provided overall guidamu @olicy directions for the Project
implementation. The PSC meetings were scheduledhatdl once a year to provide
valuable insights, recommendations and suggestionske the Project successful.
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The PSC was headed by Director General of For&search and Development Agency
(FORDA) as chair. The members were representatfveooest Industry Division of
ITTO, representative of the Ministry of ForestryufBau of Foreign Affair, Directorate of
Social Forestry, Research & Development CentreFarest and Nature Conservation,
representatives of the Bogor Agricultural UniversiDean of the Faculty of Forestry,
Head of Institute of Research and Community Sejvieaed the representative of PT
Inhutani I.

Day-to-day management of the Project was carriedp@an Executing Body, which was

the Institute of Research and Community Service Bigpharmaca Research Centre of
the Bogor Agricultural University. A Project Leadeas appointed. National Experts to
provide technical assistance were hired, 2 pergempert in NTFP and in forestry

regulations) in the first half of the Project peri@and 2 persons (expert in forest
economics and in community development) in the ladf. The Project Leader was

helped by a Secretary, a Treasurer, Cultivationteé®ysCoordinator, Industry/Processing
Coordinator, and Marketing System Coordinator. TPmject also hired experts as
necessary for certain activities and some techmscidwo persons were deployed in the
field.

Internal meetings were conducted at least once athméo monitor the Project

implementation in the field. At the beginning o&tRroject implementation, socializations
to stakeholders were carried out in Bogor and irdikBapan. The Secretary was
responsible for the completion of the administ@twatters from ITTO such as No
Objection Letter (NOL) for National Expert, subc@ut to BIOMA, and purchase of

capital items. The Secretary was also responsididéhie arrangement of the meetings,
workshops, report preparation, etc. In this wayplementation of the project was always
in compliance with the ITTO rules and procedures #me Project agreement. Three
project coordinators worked together and excharthed data and information on the
development and implementation of operational piathe cultivation on-station and on-
farm, herb processing, and marketing.

2.4 Project Implementation

The Project Agreement was formally approved by ITGi©18 January 2005, signed by
Dr. Hadi S Pasaribu, the Director General of FoRetearch and Development Agency,
and Dr. MS Filho, the Executive Director of ITTOp&h the signing of the agreement,
the executing body started to commit itself in thalization of the Project objectives and
the intended outputs.

The Project was initially planned for 36 months RR005 to March 2008). However,
due to some unfinished activities in plant maintex@a and in obtaining product
certification, the Project was extended until ehdwy 2008, without additional funding.
The approval for extension was granted as decidatiethird PSC meeting.

The Project was implemented with a total budged 8% 528,410.00. ITTO rendered US$
401,937.00 and the contribution from the ExecufNggncy as in-kind contribution in the
form of salary of staff, office rents, and facéii was at the amount of US$ 126,473.00.

The synergy in working together among parties atiogr to their roles, i.e. the
Biopharmaca Research Centre, FORDA, PT InhutaBIOMA, PSC members, the
participating farmers, Agriculture Service and Hle&@ervice at Penajam Paser Utara, the
national consultants, through their guidance archrteal assistance have made all
activities accomplished satisfactorily. There wemaor modifications here and there,

Completion Report — PD 277/04 Rev.3 (1) 17



Biopharmaca Research Centre IPB, FORDA - Indonesia

however, all the expected outputs are achievedigmally planned. The budget inputs
have been disbursed and used appropriately in ¢angel with the ITTO rules and
procedures as stipulated in the agreement.

There were some changes in the implementatiorhtsligeviated from the original plan.
However, these changes did not hamper the achievewfethe Project. (1) Land
coverage of cultivation was achieved, i.e. 50 hestan-station. As plannedaluang
bilum must be planted, but the seed limitation was emwad and upon approval from
FORDA and PT Inhutani I, this rare species has he@haced bykina, gahary and
mahkota dewaThese three species are economically feasibleetoeveloped and the
facts are that they grow very well on the field. {orkshops and trainings were designed
to be held centrally in Bukit Bangkirai area forogloprovided facility. Participation was
low because women were usually reluctant to lednesr tfamily behind to attend the
workshop and trainings. They wished to have thekeaional activities in their own
village for convenience. When these activities weagied out in each village, number of
participants increased, especially women partidpafB8) The Project faced a great
difficulty in communicating with the participatinigrmers and stakeholders in the field.
This obstacle was overcome by hiring an additietaff and deployed him in the field. A
vehicle was provided for convenient transportation the remote areas. (4) The
preparatory activities suggested equipment for hmdressing. Four large-size drying
equipment were shipped to the field but they wendeuutilized. Simpler equipment
seemed to be more appropriate at the moment. Nhebest, this underutilized equipment
could be used efficiently when the harvest has cdmean economic scale. (5)
Management plan is enlisted in the original agegitbased on the assumption that the
participating farmers needed heavy assistance thenProject and formal document was
necessary. The fact was that fund revolving forfaom cultivation was successful, and
therefore, formal management plan was no longezssy.

2.5 Project Results

Four outputs of the project are (1) establishecdctetl medicinal plants cultivation
system, (2) appropriate processing system, (3)ldpgd management plan of small-scale
industry and business strategy, and (4) establigshatketing network of small-scale
industries of medicinal plants.

Cultivation of Medicinal Plants On-Station and Oaffn

Farmers in all 4 villages have been successfuranvimg forest tree species in the field.
Zingiber species such as ginger have been harvastetbcally marketed with no serious
difficulty. To reduce the use of synthetic fertdiz the farmers are now preparing compost
from the available materials, which is a good pcacin producing herbs. Thus far, more
than 20 hectares have been cultivated and harvdsaed productivity keeps increasing
from year to year as well as the selling price peit weight. Fund revolving was
implemented without any serious problems, excephénfirst year. The Project provided
agricultural inputs in the first year and the papating farmers must used the harvest to
be invested in the second and the third year witlamy additional funding from the
Project. The Project provided funding for othenfars.

The forest tree species includgsaharu, kina, akar kuning, pasak bumi, tabat barénd
saluang bilum Some seedlings have been transferred to 50 eabarforest land. In the
next 3 years, herbs of high value could be readyhtovest. A small park (1 hectare)
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containing a collection of medicinal forest treeaps is being established for educational
purpose.

All harvest (ginger, greater gingerale, turmericadacurcuma) produced by the
participating farmers in all participating villagegere sold with good price. This is
contradictory to the farmers’ previous thought®yttworried about difficulty in selling
the harvest. Margin or net profit received by thenfers from the cultivated medicinal
plants in fact has correlation with the area ofication. The wider the area of plantation,
the higher the volume of harvest. In addition t@emes, the farmers also sgbésak
bumithey collected from the forest nearby and soladrilie the processors of traditional
herbs in the nearby city and beyond the provindeetprocessed and exported.

Processing of Herbs

Some farmers, particularly women, attended workshop producing hygiene herbs.
Fresh ginger and greater gingerale have been negrk@éght after the harvest. Dried
product in the form o$implisiaare sold in the near market or further processedstant
drink. The farmers now are more confident in sgllineir harvest since they are already
acquired good market information. Dried woodpasak bumi{collected from the forest)
has a good market through a herbal manufacturBogor and exported in extract form.
The farmers dried the materials before the commondits transported to Bogor and from
this experience they valued higher the herbs fromest origin than before. Gradually,
they started planting forest tree species volulgtari

Developed Small Business

In small-scale level, the participants have pradimakingiamu from their harvest, for
their own consumption as well as for sale at tlwallonarket. A legal permit, so called
PIRT (certificate to produce and distribute honmdustry products) has been issued by the
local Health Service, after a thorough survey. €hae 7 permits already issued for legal
business in instant drink production, with relaljvgood packaging and design. A booklet
in recipes of making instant drink made of varibesbs has been developed to be used in
the production at household-level.

At the end of the three-year duration Project,lengntation of workshop and training
on herbal processing show a promising results.prbeessed herbs are indeed considered
a new commodity for the farmers who rely theirdigion cultivation of food crop. The
Project only invited 120 farmers and subsequerghies on the participants’ effort to
disseminate their knowledge to others. Howeveringuthe two-year experience after the
medicinal plant harvest, home industry starts wagrin this respect, working in group
seems to be more successful. Some constraints tacdte producers in small-scale
industry are related to insufficiency of raw madéri

Developed Networks

In establishing any business, strong organizasoneicessary. The participating farmers’
organization is strengthening. The business ististarto be well managed; market
information is regularly updated. Links between themers and the district government,
such as the Agricultural Service and the HealthviSer have been satisfactory, as
indicated by the issuance of the PIRT licensedd $feir business.
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Project Impacts

By using a model of collaboration amongst the comities, private sector, district
government, and a non-government organization, Rf@ect has been successful in
developing community participation in developing R The success is exhibited in the
form of increasing skill and knowledge, and mor@amantly in their willingness to start
planting medicinal plants of forest-origin. Thedttshowed that the participating farmers
gained 2.2 to 5.2% per household from this newlyettgped business. Thus, this Project
has real contribution in terms of reducing the aelesmcy of the communities surrounding
the forest, and in turn will support the SFM.

The Project has significantly contributed to théiament of development objectives
which is to achieve SFM through the participatidnttee communities surrounding the
forest. Specifically, the following were the impact the project:

1  This Project is in line with the policy of the fatey sector, especially related to the
social forestry programme. The participating farsnewill lead all others in
cultivation, processing, and marketing of NTFP.

2  The Project has introduced NTFP into industrialeftrarea that would be more
resemble to the natural tropical forest.

3  The forest concessionaires would have better cmiilon with the surrounding
communities in recognizing medicinal plants, patcly of those of forest-origin.

4  The communities including the local non-governmenganizations, which already
have some enhanced capacity would then have bettaromic welfare by using
their natural resources and degradation of thadabforest would be halted.

5 Based on the experiences from the Project, theiaigiovernment and the local
business are optimistic that the activities on pting NTFP can be achieved
through collaboration and integrated system.

Project Sustainability

The Project was implemented in 40 months; howeter,development objective of the
Project might be more completely attainable in &@rg. Therefore, the Project activities
should be continued by the district government BidInhutani I, which may also in
collaboration with private sectors concernijagnu or pharmaceutical enterprises, and
stakeholders’ participation. At least 50 hectareforest have been enriched with NTFP
of high-valued medicinal plantaKar kuningandpasak bumiand ready to be harvested
in the next 2-3 years. Dissemination of methods amgroaches in performing a small-
scale industry models, in the form of capacity diaid (i.e., training and workshop,
certified jamu producers) have been offered to the interestetiepavho are willing to
develop similar activities in the other parts osBdalimantan.

When the 50 hectares of forest enriched with medIdNTFP are harvested and the forest
enrichment activities are expanded to other faaesds, there is a potential that the small
scale industries producing herbs and the derivative scaled-up to better commercial
step.
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Table 3. Summary of achievement and status of work

Item
Specific Objective:
Increased contribution of
NTFP to forest sector

Outputs:
Established selected

Summary Status

50-hectares on-station Realised
cultivation has been realized,
2-3 years to come would be
harvested and processed by
skilful farmers surrounding
the forest

Realised
High-value species of NTFP

medicinal plants cultivation have been cultivated

system

Appropriate processing
system for selected
medicinal plants

Developed management

Simple processing and
appropriate techniques have
been acquired; entrepreneurs
growing

Small-scale industry is

plan of small-scale industrygrowing in all four villages,

and business strategy of
selected medicinal plants
Established marketing
network of small-scale
industries of medicinal
plants

Schedule

Actual Expenditures
Potential for replication
Potential for scaling-up

legal permit as business
enterprise has been granted
Farmers’ group organization
is strengthening, district
government has taken action
in supporting the business

Delayed, not seriously
(approved by the PSC

meeting)
As planned

Significantly potential
Significantly potential

The specific objective of the project was realiasdndicated by the achievement of all
indicators shown in Logical Framework Matrix (Talle

There are two requests from the meeting that habe®n explained, those are:

1. Potential for scaling up the activities (small gcattivities) which have been

successfully facilitated by the project
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Table 4. Logical Framework Matrix

Project Elements

Indicators

Means of
Verification

Important
Assumptions

Development
Objective

Increased contributior]
of NTFP to the forest
sector in East
Kalimantan economic
development

Contribution of NTFP
for 10 years is
increased 5% of
Panajam Paser Utara
and Kutai Kartanegar
districts through
development of small
scale selected NTFP
industry and
marketing network

-

Technical Report
Vol. 4

Good support from
district government

Specific Objective

To promote some
selected NTFP to
SFM by improving

small-scale industry of

selected NTFP and itg
marketing system

Small-scale selected
NTFP industry is
established in 4
villages; cooperation
among stakeholders
(farmer-home
industry-
merchandiser) in
marketing system of
selected NTFP

Documents of
farmers’ group
capacity building
prepared by BIOMA
Document of
agreement with PT
Inhutani |

Technical Reports
Vol. 1-4

Good support from
district government
Good commitment o
participants to the
group program

No trade barrier
among districts/
province

f

Output 1

Established selected
medicinal plants
cultivation system

Selected medicinal
plants are cultivated
on-station (50 ha in
plantation forest) and
on-farm in villages (5
ha each in Sungai
Merdeka/Karya Mer-
deka, Mentawir,
Semoi |, Semoi IV)

Progress Report No
1-6

Report of training
Workshop
proceedings

Land status for
cultivation (on-
station and on-farm)
is clear and clean of
conflict

Good commitment
of participants

No fire accident

Output 2

Appropriate
processing system for
selected medicinal
plants

Appropriate
processing for
selected medicinal
plants is established t
at least one group in
each village

Technical Report
Vol. 1-4

Progress Report No
1-6

Workshop
proceedings

Good commitment
of participants to the
group program

Good support from
district government

Output 3

Developed manage-
ment plan of small-
scale industry and
business strategy of
selected medicinal
plants

Management plan is
implemented at least
by one group in each
village followed by
establishment of
strategic business uni

Report on capacity
building prepared by
BIOMA

Workshop
proceedings

Good commitment
of participants to the
group program
Good support from
district government

Output 4

Established marketing
network of small-scale
industries of

medicinal plants

Some networks
among participants
and stakeholders in
marketing

Technical Report
Vol. 1-4

Progress Report No
1-6

Workshop
proceedings

Good commitment
of participants to the
group program
Good support from
district government
No trade barrier
among districts and

provinces
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PART 1ll. CONCLUSIONS AND RECOMMENDATIONS

To support the success of the Project, researchdamwelopment on cultivation system,
processing, and marketing of cultivated NTFP shdaddcontinued after the termination
of the Project. Bogor Agricultural University, Mularman University, the district
government, PT Inhutani I, should carry out thes#iviies simultaneously, either
individually or in collaboration.

Maintenance of the Project by the district governtraad PT Inhutani | may be continued
until 10 years, and the small-scale business amgesy which is strong and autonomous,
might exist thereafter.

3.1. Development Lessons

Community participation has proven as a key to theccess of the Project
implementation. From the beginning, the respectieemmunities were involved in the
Project formulation, especially in determining #$pecies of medicinal plants they would
like to develop. Therefore, their commitments easilne compliance to the Project rule.
Workshops and trainings were attended and each thmee participation increased,
particularly from women. However, more farmersl stded to be convinced that NTFP
could be an alternative to their main source ofoine. Trade barrier crossing the
province, primarily due to high requirement in dqiyaind high transportation cost, would
be overcome by the high price of NTFP extract thaty would obtained in the near
future. Government and non-government organizataresstill needed to advocate this
issue.

Approach to the district government was ratherdliff in the beginning. It is understood
since NTFP is a new commodity to be promoted anathgr conventional commodities
such as timber. When the businesgmu extract is developing, the Industry, Trade, and
Cooperative Service at district and provincial lswaust be heavily involved. Financial
resources to enlarge and strengthen the NTFP lmssimseds to be provided by finance
institutions.

3.2. Operational Lessons

The Project is now at the stage of strengtheningaciéy of the farmers’ groups.
Cultivation, processing, and marketing skills haaeen acquired. Involvement of BIOMA
and the national consultants during the Projeciempntation have resulted tremendous
impact. Even though coal mining is a competingvégtifor the Project in term of ‘cash
money’, processing herbal materials was consideesd knowledge and was considered
prospective source of income. The farmers will havare confidence when they can
develop better networking, especially with instidns beyond the province. Stakeholders
that have a common goal in developing East Kaliemanégion already took actions.

The NTFP promotion was initiated by cultivationppessing, and marketing of herbal
products of some rhizome plants (on 20 hectares) amed would be followed by the real
NTFP that have medicinal efficacy. Soils in Eastiidantan are considered infertile.
There were no significant problems in cultivatiorncept that the fertilizer cost is
relatively high, but this drawback has been overeoby using their own compost
production. Their harvests have been marketed wathtively good price. Effective
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trainings and workshops done in each village, iditezh to excursion to the Island of

Java, have made some women leading in herb progedsiprocessing of the harvested
herbs, the provided simple equipment installechefteld has been utilized. The farmers’
groups showed their enthusiasm in running theirc@ssing units. It is realized that

progress is not the same at all four villages, Whice affected by the different dynamic
group in each village. Nevertheless, the currenggsses are considered significant in
building their self-confidence to further promotelT®P cultivation, processing, and

marketing.

Planting in 50 hectares forest area was threatbpettaught and fire. Draught has been
experienced, causing a delay in transferring tleellsggs to the field. However, there was
no disaster such as forest fire.

Marketing beyond East Kalimantan province mightdbected by high cost of energy
(fuel). Sun drying has helped reducing the costaraided environment pollution. Also,
the intended small-scale industry must further gssctheir herbs into at least an extract
form in order to be competitive in the market.

3.3. Recommendation for Future Projects

3.3.1 ldentification

NTFP having medicinal efficacy with very high pribave been identified, namghasak
bumi, tabat barito, akar kuning, saluang biluandkayu sepangExportation forpasak
bumi extract has been opened. The communities surrogril Inhutani | forest area
have been skilful in cultivation, processing, andrketing of herbs. They would be
indispensable actors in promoting NTFP in the tietare, when these valuable plants are
ready to be harvested from the 50-hectares arBa ¢rihutani I.

3.3.2 Design

Multistakeholders involved in implementing the aiti would be beneficial and
integrated activities from cultivation to marketimgould make less risk to the new
commodity introduced in to the communities. PT lamil | should continue to maintain
the 50-hectares of industrial forest that has eiched with NTFP. Coverage shall be
enlarged to other areas, but seeds and seedlings auprovided accordingly. Tissue
culture techniques for provision of planting matsiseems to be one alternative for this
purpose. Genetic engineering is foreseen to gett @@ecies containing high lead
compounds to be extracted from the herb. It is gplsssible to harvest lead compounds
from the tissue culture medium, using proper @rsit In short, the future project in NTFP
would be oriented to enlarging plantation area tnshorten planting material provision
as well as shorten the lead compound harvesting. prbject design is possible to be
implemented in other natural forest areas.

3.3.3 Implementation

NTFP should be planted on the natural habitat aeoto get the intended compound
having medicinal efficacy. Good coordination amailligstakeholders is the main factor
for the success of the forthcoming project, paléidy with the communities surrounding
the forest and the district government.
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3.3.4 Organization and Management

The implementing agency, involving multistakehoklés suggested. However, to have
better achievement, institutional and personal caments to the planned work are
important. ITTO is an appropriate organization uetlier promoting NTFP of medicinal

plants that has been initiated by the PD 277/04. Béy. The organization structure of

this Project can be repetitively formed to ensinag &ll activities in the next project are
planned and implemented accordingly. The PSC menimeay consist of forest

concessionaires, researchers from the nearby uitiesy the forest-surrounding

communities, and the related district governments.

Responsible for the Report

Bogor, 15 August 2008
Project Leader,

YA,

Suminar Setiati Achmadi, PhD
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LIST OF PUBLICATIONS ISSUED BY EXECUTING AGENCY
RELATED TO ITTO PROJECT 277/04 REV.3 (l)

A Progress Reports No. 1-6

B Technical Reports

Vol. Content

1 1 Cultivation of Forest Medicinal Plants
2 Processing Techniques and Quality Control of Bioptaea Products
3 Development of Appropriate Processing Techniquesumality Control for
Herbs
4 Marketing of Medicinal Plants as Non-Timber Foréstducts in East
Kalimantan

2 1 Growth, Fertilizer Requirement, and Cultivation @@sof Medicinal Plants

on Balikpapan Dryland, East Kalimantan

Producing Supplement from Java Tea and Kaempferinéidiuretic

Formulation of Supplemedamufrom Pasak Bumand Ginger, anth Vivo

Pharmacological Assay of Antioxidant

4 Saponins of Albutra as a Hepatoprotector

5 Extract of Java Tea Leaves as Activator in LittecBmposition and Effect
of Java Tea Intercropping @amar Plantation

6 The Challenge to the Utilisation, Trade, and Coresgon of Forest
Medicinal Plants

w N

3  Crafting Local Institution for Sustaining MedieirPlants Cultivation and
Processing: Preliminary Results

4 1 Evaluation of Marketing Aspects of NTFP
2 Development of NTFP Business Unit

C Proceedings of Workshops

No. Content

1 1 Cultivation and Harvesting Systems of Selected kiedi Plants
2 Processing and Quality Control of Biopharmaca Petslu
3 Marketing Network

2 1 Cultivation and Harvesting Systems of Selected Niedl Plants (2)
2 Processing and Quality Control of Biopharmaca Pectsl(R)
3 Management Plan and Business Strategy
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Five species of selected NTFP developed in Batu &nhgrest area, left to rightpasak
bumi (Eurycoma longifoliy, tabat barito (Ficus deltoidey akar kuning(Arcangelisia
flava), kayu sepang/secandCaesalpinia sappan and saluang bilum (Luvunga
eleutheriandra.

On-station demonstration plot

Akar kuningstarts to climb

Forest enrichment withasak bumtrees
Pasak bumin January 2008
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Cultivation on-farm and harvest

Mixing the ingredients for compost Compost in bags to be used
making
Ginger plantation in farmers’ land Transaction on the field

Processing herbal materials

Two-step cleaning process Drying simplisia
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Simple equipment for producing instant- Saleable instant drink
drink

Terbuat Dt Bahan-Baln Pilihan

Baik digunakan Secara Teratur

Diproduks| oleh :
P-IRT No. Netto 100 g LESTARI PRODUCT

Komposisi
Jahe Merah, Gula Pasir, Gula Palm, Garam
Manfaat
Menghangatkan badan serta meningkatkan daya tahan tubuh,
baik diminum secara teratur
Cara penyajian
LarulkandZ sendok makan minuman instan beras kencur ke

alam 1 cangkir air minum (150 cc).
Lebih nikmat dihidangkan dengan air panas.

One of certificates obtained by the herb
producer Selected label for the product
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Strengthening Farmers’ Business Organization

An effective workshop Discussion on the organisation rules

Capacity Building Fostering by BIOMA
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