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"INDONESIA HAS
A TREMENDOUS
RESOQURCE IN ITS
LARGE POPULATION.
CHINA DOESN'T
HAVE FACEBOOK,
WHATSAPP OR
AMAZON. BUT THEY
HAVE CRITICAL
MASS TO CONSUME
HOME-GROWN
TECHNOLOGIES, SO
INDONESIA MIGHT
BE ABLE TO MATCH
THAT!

Vijay Tirathrai
Global CEO at Enterpreneurs’
Organization (EO)
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Sukanto Tanoto has built a global business empire
on natural resource-based manufacturing. Now the
66-year old entrepreneur is setting his sights on
becoming a global energy player.
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THE RESOURCE KING

Sukanto Tanoto still has big
dreams. Over the past 48 years,
starting in his native Medan, he

has built a global business empire
stretching from Asia to Latin America,
Europe and North America.

Now 66, he has brought his
children into the family business but
he has not lost the hunger to grow nor
to stop dreaming. Even as he continues
to expand his pulp & paper and
palm oil operations, he is eyeing new
business opportunities.

In a rare interview, he spoke to
GlobeAsia at his sprawling $6 billion
(Rp80 trillion) production facility in
Kerinci, Riau, the jewel in the crown
of Royal Golden Eagle (RGE). He has
had his controversies and his battles,
including a disagreement on his tax
liabilities, but they have not slowed
him down.

And after years of battling with
conservationist, Asia Pacific Resources
International or APRIL, the company
that manages the Kerinci plant,
received cautious praise from
environmental groups after
announcing a new sustainable policy.

The company announced that
it would halt the harvesting of all
natural forests for its pulp mills.
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Natural resource-based manufacturing has
catapulted Sukanto Tanoto to a position as
a major global player in palm oil as well as
pulp & paper. Now the 66-year-old Medan-
born entrepreneur is focusing his sights on
energy and tackling the industry with the
same zeal. By Shoeb Kagda

/77777

Greenpeace and the World Wide Fund
for Nature both welcomed the pledge
and said they would be watching the
implementation of the policy carefully.
The updated policy also adds high
carbon stock (HCS) assessment to
current conservation commitments.
HCS applies to any forest area more
robust than shrubland.

Business and life move on.
Sukanto is adjusting to the new global
economic environment and looking for
new opportunities. His latest venture
is a liquefied natural gas (LNG) project
in Canada which he hopes to get up
and running within three years. Does
the new somber business climate
worry him?

“] am still cautiously optimistic,”
he says. “We are at the tail end of
the global financial crisis and people
are still adjusting. What is uncertain
is the strength of the US dollar and
how much of it will flow back to
the US plus the economic situation
in Europe.”

Historically low energy prices
are both a blessing and a concern to
business. The shale gas revolution
in the US has driven oil prices to
below $50 a barrel and affected new
investments in the sector. The oil

industry’s pain, however, is the global
consumer’s windfall.

“This low energy price has put a lot
of money into consumer hands,” says
Sukanto. With 90 million barrels of oil
transacted globally per day, even at $60
per barrel consumers were saving $4.5
billion a day compared to a year ago.

“That is like a stimulus to
consumption,” he notes. “Look at
America where everyone is driving
big cars, the consumer is saving a lot
of money on his energy bill and using
the money to spend.” Such spending
is fuelling the US economy, which is
likely to grow by over 2% over the next
three years.

Companies will have to adjust
and realign their businesses to this
new reality. For RGE, it means looking
for new opportunities within its
core businesses, which remain
focused on resource-based
manufacturing.

“The global pulp & paper industry
is estimated to be worth $1 trillion
while the palm oil business is worth
$400 to $500 billion a year,” he notes.
“The challenge is to build the business
to a large scale.”

With total revenue of over $10
billion annually, RGE plays among
the industry’s big boys. “We are
the second largest pulp mill in the
world, we have the largest viscose
plant in China and in palm oil we are
among the five largest exporters in
Indonesia,” he states.

NEXT BIG BETS

As he seeks to expand his global
business, Sukanto is now eyeing
the energy sector, which he says is
the next big growth industry, along
with infrastructure. “To expand the
economy, we need power and RGE
is now working with state-owned




company Bukit Asam to build a power
plant in Riau.”

“They have coal so we are working
together given
that we have 20 years of experience
in running a power plant here in
Kerinci,” he said. “So it’s good that
the government has deregulated the
power sector as we
need more power supply.”

Apart from energy, he is looking to
penetrate new segments of the paper
market. The paper mill in Kerinci
currently produces 840,000 tons of
paper and Sukanto is adding a $2
billion third production line which will
add an additional 250,000 tons.

The second product line, specialty
cellulose, will be produced by Sateri,
another subsidiary which also has
operations in China. Specialty cellulose
is used in textiles such as rayon and
non-woven products such as baby
wipes and personal hygiene products.

“This is the largest integrated
paper plant in the world,” says Bo
Dahl, the Swedish manager who shows

“LIFE IS LIKE THIS. WHEN | STARTED
BUSINESS 48 YEARS AGO AS A CONTRACTOR,
| WAS ONLY LOOKING TO SURVIVE, CARI
MAKAN,” HE SAYS, USING THE INDONESIAN
EXPRESSION TO LOOK FOR FOOD.
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us around the massive plant. “There is
none like it anywhere in the world.”

The plant, he adds, aims for zero
defects in order to meet the needs
of Japanese buyers. It is this
desire that is helping RGE to
conquer new markets for
its paper products, such as
digital printing paper.

“You have to see
where the market is
going,” says Sukanto. “I
always believe there is no
sunset business. It’s all in
the mindset because if you
give up, then you die.”

Film is a very good
example of how industries
can change. In 2008, Polaroid
discontinued instant film, a
product that was deemed obsolete
in the digital age. But thanks to some
persistent fans and new technology,
Polaroid has been reborn.

Film is now used by both
recreational photographers
as well as professional shooters when
printing their pictures. Sukanto saw
this trend and today RGE sells $500
million a year worth of chemical fiber
for special uses to Eastman Kodak.

“They are not dying. They are a
$17-billion market cap company,” he
says of Kodak Eastman. “The challenge
is to re-invent yourself and even
Microsoft is doing it,” he notes.

Apart from the Kerinci plant,

RGE also owns a similar production
complex in China which supplies
markets in Europe and Africa. In
Brazil, RGE operates 160,000 hectares
of plantation to feed its pulp &

paper mill, which supplies the North
American market.

CHASING DREAMS

Over the past 48 years, Sukanto has
built a global business empire. In hoth
pulp & paper as well as palm oil, he

is a top five global player. “I started
with nothing, from the floor. I never
thought that one day I would have a
business that is global but I always
dreamed of doing something better,
bigger,” he says.
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INSTEAD OF
TOURING EUROPE
OR VISITING THE
US, THE TANOTO
CHILDREN SPENT
THEIR SCHOOL
HOLIDAYS VISITING
THE PRODUCTION
FACILITIES

IN KERINCI.

7

“Now I have a new dream of
building an LNG plant in Canada to
be the first company that will export
LNG from Canada. Canada is the first
world. We are now in the process of
getting our licenses and we have been
working on this project for the past

two and half years,” he notes. “We
expect the permit to be issued this year
and it will take another three years
for us to start operations.”

Not many Indonesian or
indeed Asian entrepreneurs
would pursue such ventures
in these challenging times.

But Sukanto just cannot

resist a good challenge. “We

are starting this project at
a time when energy prices
are low,” he says.
So why start now? “Life
is like this. When I started
business 48 years ago as a
contractor, I was only looking
to survive, cari makan,” he says,
using the Indonesian expression
to look for food.

With a successful contracting
business under his belt, he started
looking for other opportunities and
entered the plywood business in the
mid-1970s. While on a trip to Malaysia,
he chanced on palm oil.

“I saw Sime Darby, Guthrie and
other British palm oil companies
doing well. But I realized that land
in Indonesia was cheaper, labor was
cheaper and the market was 10 times
bigger than Malaysia so I thought, why
not try palm oil.”

He started his pulp & paper
business with the same thought
process. On a visit to Finland, he
discovered that the Finns took 60
years to grow trees and were still
competitive while similar trees took
only five years to reach the same
height in Indonesia due to climate and
soil conditions.

“So I thought, I can do it. It took me
six years to be globally competitive. I
went to Brazil to learn the technology
because they grow trees very well and
(have) special usage of pulp.”

SUCCESSION PLAN

While he has no plans to retire
anytime soon, Sukanto does have one
eye on ensuring the future leadership
for the group. He is grooming his
children to take over at some time in

; the future.

/
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PREPARING THE COUNTRY S FUTURE I.EADERS

As he stood before the students,
all seated quietly on the floor,
Sukanto Tanoto was in his element.
He spoke to them about surviving
tough times, about striving hard
and - most importantly - about
never giving up.

“I have three principles on
which | have built my life and my.
business,” he told them. “First,
if you don’t understand don’t
be afraid to ask. Second, always
prepare for what comes next and,

enhancement will help eliminate
poverty,” he says.

“It is important for us to
have social sensitivity to the
environment and community
around us and offer the necessary
help when required,” he adds.
“These are key attitudes that
propel Tanoto Scholars to be
future leaders of the country.”

Having left school at 17 to seek
a living, Sukanto himselfis self-
taught, Every time he entered a new

third, prepare for bad times. If it
rains, do you have an umbrella?”
Sukanto was addressing

opportunity to learn first-hand how

disadvantaged for the scholarship

business, he would teach himself
by asking lots of questions and
learning from books and experts.

program,” he tells GlobeAsia.
“Education is important for the
future of this country so we also
participate and do our part.”
Apart from providing
scholarships, the Tanoto
Foundation also works with
elementary schools in Riau
province to help them upgrade
their facilities. “We believe that
empowerment, education and

a business operates, to work as a
team and the rare opportunity to
meet Sukanto Tanoto himself.

Now in its sixth year, the
Tanoto Foundation has awarded
5,200 scholarships to students
throughout Indonesia.

“Indonesia has great
potential. The future will depend
on the young. I pick those who
are capable but financially

One of his favorite
philosophers is Charles Darwin,
the 19th century British naturalist
and geologist well known for his
theory on evolution. “According
to Darwin, the species that adapts
best to a changing environment
will survive,” notes Sukanto.

“So we must also adapt to the
changing political and economic
environment in Indonesia.”

266 university students who
have qualified for the Tanoto
Foundation Scholarship program.
Hailing from 23 universities spread
across the country, the Tanoto
scholars were spending a week at
Kerinci undergoing both classroom
instruction as well as outdoor
team-building training.

Under the theme Learn and
Lead, the young scholars had the

727

“I started succession planning 10
years ago but my wife started 20 years
ago so I am very fortunate to have her,”
he notes. Instead of touring Europe
or visiting the US, the Tanoto children
spent their school holidays visiting the
production facilities in Kerinci.

“When they were in elementary
and secondary school, we spent one to
two weeks in the factory. Now they are
familiar with this environment so it
easier for them now,” he says.

All four children were given a
first-class university education and
encouraged to work for global firms
before returning home. His two
daughters spent time with Citi Group
and Morgan Stanley respectively while
youngest son Anderson also spent time
in New York.

Eldest son Andre runs his own
investment and trading business,
while the other three work in the
family business with one daughter
managing the Tanoto Foundation.

“I believe first you have to give
them opportunity, stimulate and
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develop their potential. If they want
to work and their heart is in it, they
will do a fantastic job,” said Sukanto,
describing his philosophy towards
his children.

“Fifty years ago when I started,
children were just told what to do.
Now you have to convince and sell
them the idea. They each have their
own strengths and weaknesses, S0
hopefully they can work together.”

PERSONAL GOALS

With his children learning the ropes,
Sukanto is focusing on the long term,
for a time when he will have left the
stage. “I want sustainability. There

is still a lot to do and I cannot do
everything. My main job is to sustain
the company and make sure it’s good
for the country,” he states.

“I have been working for 48 years.
Now I want to do something I like such
as traveling and learning something
new,” he adds. This is why he spends
time at Wharton Business School and
is among its patrons.

Even as he sits back slightly,
the competitive streak gets the
better of him and he can’t help but
lean forward again to talk about
his next big challenge, getting the
Canadian LNG venture up and
running. “When in life do you get a
chance to compete with the likes of
Shell, Chevron, BP?” he says, referring
to the global oil giants.

“My business strategy is either to
be geographically focused with lots
of businesses or you can be a global
player in selected businesses. Since I
chose the route of being global, that
is where I am going. You have to be
competitive. It’s a matter of choice.”

The young man scratching a living
in Medan nearly half a century ago
is now a major global entrepreneur.
Sukanto never finished school but
today employs nearly 100,000 people
across the world. He is paving the path
for his children to follow him but is
still very much in the driver’s seat.

It is clear that the fire is still
burning bright. ®
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