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Green Gold Biodiesel: Players in Indonesia

Plantations: Tens of thousands, hundreds of thousands, a million and more…
By Marianne Klute, Watch Indonesia
The Indonesian government expects that the world demand for vegetable oil will grow from 32.5 to 39 million tonnes in 2007.  This would require total production to increase by 6.5 million tonnes this year.  It is likely that global production can be increased by only 3.7 million tonnes.  According to those calculations, there will be a deficit of 2.8 million tonnes.  The global demand for palm oil biodiesel will, according to government advisers, grow from 2 million tonnes to 15-16 million tonnes.  Indonesia and Malaysia, the world’s leading palm oil producers, expect to sell 800,000 tonnes more palm oil for biodiesel in 2007 than in the previous year.
(Kantor Pemasaran Bersama (KPB) PTPN, laut detikcom, 8.1.2007)
	Table 1: global demand for vegetable oil

	YEAR
	Vegetable oil in million tonnes per year

	2006
	32.5

	2007
	39.0

	Increase
	6.5

	global vegetable oil for biodiesel (included in the total above)

	2006
	13-14

	2007
	15-16

	Increase
	2.0


The land area in Malaysia is limited, and only the provinces of Sawawak and Sabah on Borneo could theoretically have a potential for new plantations.  This offers a golden future to Indonesia’s palm oil and biodiesel industry.  The Indonesian Ministry for Agriculture therefore plans a massive expansion of palm oil production.
	Table 2: Twenty Year Plan for Crude Palm Oil Production in Indonesia 

	YEAR
	Palm oil in millions of litres

	2006
	110.0*  

	2007
	262.5*

	2008
	415.0*

	2009
	567.5*

	2010
	720.0*

	2015
	1,500.0*

	2025
	4,700.0*

	(Source: Indonesian Ministry of Agriculture) 


*according to plans


In order to increase production of biomass 43-fold, Indonesia wants to open up 20 million more hectares for new oil palm plantations.  
	Table 3: Oil palm plantations in Indonesia

	YEAR
	Total area in hectares (rounded sums) 

	1985
	600,000

	1999
	3,000,000

	2005
	5,600,000

	2006
	6,400,000

	
	

	2025
	26,000,000*

	(according to data by Sawit Watch, Bogor, Indonesa)
 

*according to plans


Planners expect that expansion will mainly take the form of large to mega plantations of oil palms.  In many instances there are plans for core plantations surrounded by larger areas oil palm areas of small holders and small farmers.  Indonesia also promotes other plants suitable as feedstocks for biodiesel or bioethanol.  Jatropha (jarak), sugar cane (tebu) and cassava (singkong) are considered suitable.
Plantation Businesses: national, international and global 
In the past year, 2006, Indonesia has made giant Stepps towards the goal of becoming the world’s largest producer of palm oil and biodiesel.  According to different national banks and credits institutes, almost half a million hectares of new plantations have been financed.  Indonesia is now putting greater efforts into attracting foreign investors.  Very large contracts and agreements have recently been signed or are still being negotiated.  The biggest deal has been finalised by PT SMART (Sinar Mas Agro Resources and Technology), for $5.5 billion.  SMART is a subsidiary of the Sinar Mas Group, globally known by governments and banks worldwide through their infamous cellulose company APP.  SMART is planning what appears to be the world’s largest biofuel project, together with the Chinese state-owned oil company CNOOC (China National Offshore Oil Corporation) and Hong Kong Energy.
The biodiesel boom is changing the structures within the plantation business.  Established companies, which have their origin in the colonial period, such as PT LonSum or the Bakrie Group, are involved, as are companies which came to prominence under Suharto.  Amongst those are Sinar Mas and Raja Garuda Mas, which are known here through their cellulose companies APP and APRIL, and the Liem-Group owned by the Suharto crony Liem Sioe Liong.  The petrochemical industry is also entering the market in search of green gold.  Almost every sector of the economy wants to take part in the boom.  
Amongst the largest and most important companies, Indonesian as well as foreign ones, which are planning new plantations specifically for the production of biodiesel or bioethanol, and which can be expected to play a role in future are:

	Table 4: Important plantation businesses and plans in the Indonesian biodiesel sector

	PT SMART (Sinar Mas Agro Resources and Technology)
	Far-reaching contracts with China.  Plans for more than 1 million hectare plantations in Kalimantan and Papua.  SMART currently own 98,000 hectares of oil palm plantations. 

	PT AGB Energy
	Currently cultivate 300,000 Hectares with oil palms and jatropha in the Northern Maluku Islands

	PT Wilmar Bioenergy, Subsidiary of Singapurer Wilmar Holdings
	Plan 150,000 ha of oil palms in Riau (Sumatra) and East-Kalimantan 

	Sinar Mas Group

(known from the cellulose company APP)
	Plan  67,000 hectares in Kalimantan and on Sumatra 

	Incassi Raya 
	Plan to open up 32,000 hectares in West-Sumatra and West-Kalimantan

	PT Bakrie Rekin 

(Rekayasa Industri)

Rekayasa Group
	Involved with 25,000 hectares in Jambi , Sumatra

	PT Agra Paracitra
	Converting 18,000 hectares in Aceh  (according to kimpraswil, East- and South-Aceh have the potential for 120.000 hectares)

	Medco Energi

(known from the mudflow disaster caused by the Bakrie-subsidiary Lapindon in Eastern Java) 
	Invest in bioethanol.  Currently converting 13,500 hectares in Lampung, Sumatra and building a bioethanol refinery in Lampung.

	Satria Group
	New: 10,000 hectares in Central Kalimantan

	PT LonSum 

(Perusahaan Perkebunan London Sumatera Indonesia) (50.1% of shares owned by CS Singapore TR AC)

	Main commodity of PT LonSun is palm oil.  Lon Sum currently cultivate 90,295 hectares, most of it not yet ready for harvesting. 

	PT Perkebunan Nusantara (PTPN) IV Medan
	Currently 120,058 hectares

	Indofood Agri-Resources and Sugar Grup
	Two companies owned by Liem Sioe Liong, investing in different sectors

	Other Indonesian companies which invest in the biodiesel sector, including in oil palm plantations, are
Bio Energi Indonesia
Astro Agrowisata
Raja Garuda Mas
Sampoerna Agro
Sungai Budi Group
Musimas Group


	Tabelle 5: Large International Companies in the Indonesian biodiesel and ethanol sector

	Singapore
Wilmar Holdings,

	Medium-term plans to cultivate 1,000,000 hectares of land as feedstocks fort he first of the newly planned biodiesel refineries

	Malaysia

Kuala Lumpur Kepong Bhd

Kulim (M) Bhd

PBB Oil Palm Bhd

Asiatic Development Bhd

Delloyd Ventures Bhd

TSH Resources Bhd

Fima Corporation Bhd

KBB Resources Berhad 

PT Inizio Biofuel Indonesia 


	Malaysian companies have increased the expansion of their plantations and converted 274,805 hectares of new oil palm plantations in Indonesia.  They are converting a further 100,000 hectares of oil palm plantations, exclusively fort he production of biodiesel in Malaysian refineries. 



	Malaysia

Genting Biofuels Asia Pte Ltd (tourism resort and casino on Sentosa Island, Singapore)
	Plan large investment in Papua.

	China
	China signed a memorandum of understanding in July 2005, for a project called Malindo.  The aim is the development of northern Kalimantan at Malaysian border.  The Malindo project includes large-scale infrastructure development plans and a megaplantation across the border, with 1,800,000 hectares. 

	China

CNOOC (China National Offshore Oil Corporation)
	In January 2007, CNOOC signed 58 working contracts with SMART, amongst others for 1,000,000 hectares of plantations in Kalimantan and Papua

	Other international comapnies investing in the biodiesel sector are:  
Japan: Mitsubishi, Itochu, Mitsui, JBIC
USA: PT Platinum Energy Biofuel
India: Greenenergy Pvt Ltd

South Korea: EN3 Co Ltd

Brazil: Petrobras


Sources: Ministry of Agriculture, Bisnis Indonesia and others
Biodiesel refineries: The players are setting the stage
Indonesia already has some smaller biodiesel refineries.  The only larger refinery is in Gresik near Surabaya, in eastern Java.  It is owned by PT Anugerahinti Gemanusa, subsidiary of the chemical business PT Eterindo Wahanatama.  Production is primarily for export, to Asia, Australia and also Germany.  In Jakarta, biodiesel has been sold since 2004 at several petrol stations.  The distributor is PT Energi Alternatif Indonesia.
At least fifteen companies are planning new (including far larger) biodiesel refineries.  The investment agency BKPM is considering plans for a total of 1 million tonnes per year.  Not all of those have been granted yet.  That amount is only the equivalent of Germany’s biodiesel production in 2004. Eight smaller government-owned refinery plants are also planned.  The first two refineries, which should start production in 2008/09, are being built by Wilmar Holdings and the Bakrie Group.  Not included in this list are the over one hundred plants which refine crude palm oil.

	Table 6: Biodiesel refineries larger than 70,000 tonnes per year

	Company
	Location
Comment
	Annual production in 1,000 tonnes

	
	
	2006
	2007
	2008
	2009
	from
2010



	PT Anugerahinti Gemanusa

Only existing large biodiesel refinery
	Gresik (Surabaya)
	70
	
	
	
	(200)

	PT Wilmar Bioenergi Indonesia
Subsidiary of Wilmar Holdings, Singapore, building the first newly planned biodiesel refineries in 2007.  Production to start in 2008
	Dumai (Riau)
	
	
	
	252
	

	PT Bakrie  Rekin
(Rekayasa Industri)
building the second of the new plants  
	Lampung
	
	
	
	?
	100

	PT Indobiofuels-Hiswana
	Dumai (Riau)
	
	
	
	150
	

	PT Asianagro Agungjaya
Subsidiary of Raja Garuda Mas owned by Sukanto Tanoto (APRIL), one of Indonesia’s richest men
	Marunda (Jakarta)
	
	
	
	100
	

	PT Sari Dumai Sejati
	Bengkalis (Riau)
	
	
	
	100
	

	PT Bio Energi Nusantara
	Serang (West-Java)
	
	
	150
	
	

	Darmex Oil
Subsidiary of the US American Fuchs Lubricants Company,

one of the largest palm oil producers 
	Planned
	
	
	
	
	(85)

	PT Sumi Asih,

one of the largest Asian oleo-chemical producers
	Bekasi (West-Java)
	
	36.0
	
	
	(200)

	English Companies
PT Indo Biofuel Energi (Jambi)

PT Sinar Alam Permai

PT Mentari Subur Abadi

PT Swadaya Bhakti Negara Mas (southern Sumatra)
	Several refineries planned with a total capacity of 695,000 tonnes per year 


	
	
	
	
	695

	PT Permata Hijau Sawit
Medan
	(Medan)
	
	
	
	
	(198)

	PT SMART (Sinar Mas Agro Resources and Technology) 

Nine palm oil mills and two refineries, main product margarine and vegetable oil
	Biodiesel refinery planned as part of the cooperation with CNOOC, probably in Papua
	
	
	
	
	

	Golden Hope Plantations Berhad

Malaysian state company.  Runs two biodiesel refineries in Malaysia and one in the Netherlands   
	Plans in Indonesia, Venezuela, Africa 
	
	
	
	
	

	Data according to Badan Pengkajian dan Penerapan Teknologi (BPPT) and Badan Koordinasi Penanaman Modal (BKPM), Bisnis Indonesia and other sources


The Bakrie Group
Bakrie & Brothers are one of the best known and oldest Indonesian corporations.  The former CEO was Aburizal Bakrie.  The corporation holds shares in telecommunications (cellular telephone systems), plantations (rubber and palm oil), and in pipeline constructions for the oil and gas industry.  At their height in the mid-1990s, Bakrie & Brothers were the fastest and most aggressively growing Indonesian company on the stockmarkets (/börse-inside/).   
The group owned by the current coordinating Minister for Welfare was on track to recover its losses during the Asian Economic Crisis, when the catastrophe in Sidoarjo halted their rise at the end of May 2006.  Despite the catastrophe, known through the media as the mud volcano disaster, the Bakrie Group continues to invest aggressively in the telecommunications and palm oil sectors.

The following plantation companies belong to the Bakrie Group: Bakrie Sumatera Plantations, Bakrie Pasaman Plantations, Agrowijana, Patriot Andalas.  Some of those plantations have their roots in the colonial period (the first plantations, which established the basis of today’s Bakrie Group, were started in 1911).  Prior to the start of the biodiesel boom in 2004, Bakrie had planted 32,712 hectares with oil palms.  Last year, Bakrie's plantations were able to increase palm oil production by 74% compared to 2005.  The boom is now encouraging the company to vastly expand their acreage – for biodiesel.  A new plantation, larger than any others, is being planned in Jambi Province (Sumatra), totaling 25,500 hectares.

Not satisfied with this, Bakrie Sumatera Plantation will build the second of the new biodiesel refineries.  Involved in this $25 million project is the construction firm PT Rekayasa Industri.  Biodiesel production is expected to start in mid-2008, with an estimated annual production of 60,000 to 100,000 tonnes.  The Bakrie Group already runs palm oil refineries in West Java and Jambi.
