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The exchange rates applied in this study are: -
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November-1998 . 7,785
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January-1999 7,978
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CHAPTER 1 INTRODUCTION

Among twenty one (21) recommended programs, an evaluation was made to select nine (9)
priority projects for immediate actions, taking into account the criteria of 1) secking to be a self-
sustaining region, 2} creation of a better business environment to attain steady economic
growth, 3) promotion of cconomic diversification, 4) empowerment of local communities, and
5) support for environmental conservation.

The following criteria is adopted for selecting the priority projects:

Selection Crileria Selected Projects
1 1Seeking to be a self-sustaining region |All the priority projects
Creation of a better business Chapter 3: Gil Palm Subseclor improvement Project

o |environment to attain steady economic

Chapter 4: The Tayan-Pangkalanbun Section of the Trans-
growth

|Kalimantan Highway Project

Chapler & Upland Ecological Development Corridor Project in
Central Kalimantan

Chapter 6: Pangkalanbun-Kumai Urban, Industrial and Port
Development Project

3 IEmpowerment of local communities Chapter 7. Upland Rural Infrastructure Development Project

Chapter 8: Kalimantan Upland Cominunity Rescue and
iDevelopment Project

Chapter 9: Kalimantan SME Promgction Project

4 {Support for environmental Chapter 2. Kalimantan Forest and Land Fire Disaster
conservation Management Project

Chapter 5: Upland Ecological Development Corridor Project in
Central Kalimantan

Chapter 10: Development of a Research Stalion and Field
Centers in the Upstream Kapuas for the Kalimantan System Basic
and Applied Research Institute

The profiles of the priority projects are presented in this volume. Some are planning study
projects, and some are pilot projects for implementation. The profiles for study projects can be
read as Terms of Reference of the project.
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CHAPTER 2 MASTER PLANNING STUDY FOR FOREST AND
LAND FIRE DISASTER MANAGEMENT IN WEST
KALIMANTAN

2.1 GENERAL

This chapter is about a recommended priority project (planning study project), which is one of
the projects constituting “Kalimantan Forest and Land Fire Disaster Management”, of which the
outline is given in Chapter 8 of Volume 2 (The Main Text) of the Final Report.

This chapter is prepared to be utilized as the Terms of Reference for the study project.

2.2 BACKGROUND AND RATIONALE OF THE PROJECT
2.2.1 The Region in Transition

The forest and land fires in 1997 helped to change our views on forest and land fires in
Kalimantan and other arcas. In 1982 East Kalimantan’s lowland forests were hit by serious
forest and land fires. In that case, it was considered that the forest and land fires were caused
by heavy logging operations and long drought due to El Nino. On the other hand, in addition to
that long drought, the 1997 forest and land fires in West and Central Kalimantan were
associated with land development practices for plantation development (both oil palm and
industrial trees). Moreover, in 1997, wide areas of peat swamp forests caught fire and
produced a huge amount of smoke.

Since the middle of 1980s, West and Central Kalimantan have been in the a transition in terms
of economy and landuse, influenced by road development as well as oil palm and pulp wood
plantation development. Timber production by logging operations has decreased gradually due
to rapid timber resource depletion. In the future, more plantations are expected to be developed
in Kalimantan, so that the possibility of forest and land fires becomes higher,

Road development connecting downstream towns with upland areas is an inevitable direction of
regional development. However, since the downstream towns are located in the midst of peat
swamp areas, road development tends to provide access to swamp forest areas, resulting in the

deterioration of swamp forest areas along the roads. This has resulted in fires of peat soils of
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the swamp areas along the roads. Since the accumulated peat in the swamp arcas of Kalimantan
is huge, peat swamp forest and land fires are considerd to be chronic,

2.2.2 Forest and Land Fires : a Disaster to Regional Environment and Local
Communities

Under the unstable global climate, now it is considered that the 1997 forest and fand fires in
Sumatra and Kalimantan were not a single incident, but that such region-wide forest and land
fires tend to be repeated at intervals of several years. On the other hand, the 1997 forest and
land fires brought huge disastrous damages not only to natural forests and plantation crops but
also to business operations, people’s livelihoods and people’s health in the region.

In these senses, forest and land fires of {his kind are regarded as disasters. Therefore, the
necessary measures against such forest and land fires can be formulated more effectively when
those measures arc considered as disaster management, covering various disaster events from
disaster impact, response, recovery, development, prevention, and mitigation, to preparedness.

2.2.3 Implication of Forest and Land Fires: the Need for Long-Term and
Comprehensive Disaster Management

Forest and land fire prevention is only part of the necessary actions and measures for forest and
land fire disaster management. Forest and land fire disaster management requires a variety of
efforts ranging from shori-term actions to long-term efforts against forest and land fires,

covering not only those in the forestry sector but also those in the sectors of plantation, landuse,
village development and education.

Figure 2.1 Cycle of Disaster Management

_ DISASTER
IMPACT

Source: Taken from ADB (1991} Disaster Management : A Disaster Manager's Handbook
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2.3 IMPLEMENTING AGENCIES

The implementing agencies of the study project at the central government level should be a
coordinating agency for disaster management, not only for forest and land fires but also for
other types of disasters. The ministry of forestry should be a member of technical committe for
the project. The counterpart agencies at the local government level should be the provincial

Bappeda and the provincial forest agency (Dinas Kehutanan) or regional forestry office (Kanwil
Kehutanan).

2.4 OBJECTIVES OF THE PROJECT

- To conduct a post-disaster review of the last forest and land fires

- To prepare a master plan for comprehensive forest fire disaster management for the long-term
(20 years)

- To formulate priority projects to constitute a long-term masterplan

2.5 STUDY AREA

The study covers the whole area of the West Kalimantan Province (about 150,000 km?).

2.6 SCOPE OF WORK

The study is composed of the following three phases:

Phase 1:  Data Collection and Analysis of a Wide—Raﬁge of Forest-Fire Related Aspects
Phase 2: Master Planning for Forest Fire Disaster Management

Phase 3: Formulation of Priority Projects to Support the Master Plan for Forest Fire
Disaster Management

The tasks in each of these phases are as follows:

2.6.1 Phase 1: Data Collection and Analysis of a Wide-Range of Yorest-Fire
Related Aspects

[Task 1] Data collection and analysis of forest and land fires

- Analysis of hot spot data and Himawari-Satelite images to get the information of forest and
land fires incidents

- Remote sensing data analysis to examine landuse situations at that time

- Other data on development activities such as oil palm and industrial tree plantation
development

- Overlapping analysis of fire incidences and landuse to understand possible direct causes of
forest and land fires

[Task 2] Data collection and analysis of environmental impacts of forest and land fires

- Case studies on environmental impacts of the forest and land fires in 1997 (by sub-contracting
to local researchers)

[Task 3] Data collection on social and economic situations under forest and land fires in 1997
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- Case studies to understand the social and economic situations in the areas which suffered
forest and land fires, paying attention to the problems of rural livelihood and urban activities
(by sub-contracting to local researchers and NGOs)

[Task 4] Information collection on actual institutional Actions for the forest and land fires in
1997

This information collection is to be done at the following different levels:
- - At the central government level
- At the provincial government level

- At the district government level
- At the local community level

[Task 5] Risk assessment

The risks of forest fire incidents in the fut'ure are tb be assessed.

[Task 6] Hazard assessment

The methodology of hazard assessment of forest and land fires in West Kalimantan is to be
established, and using this methodology, a hazard map of forest and land fires is to be made.

[Task 7} Vulnerability analyses

The folloWing three kinds of vulnerability are to be assessed:

- Physical and environmental vulnerability (not only forests but also other env1ronmental
aspects, such as water and soils)

- Social vulnerability (paying attention to local communities)
- Economic vulnerability (covering both businesses and livelihood)

2.6.2 Phase 2: Master Planning for Forest Fire Disaster Management

[Task 8] Identification of issues concerning forest and land fires disaster
[Task 9] Tdentification of constraints for taking actions for forest fire disaster management

[Task 10] Analysis of availability of resources (ﬁnanéial, human and others) to forest fire
disaster management

[Task 11] Setting of goals for forest fire disaster management

[Task 12] Formulation of frameworks and basic strategiés for forest fire disaster management

- Framework and basic strategies for forest management

- Framework and basic strategies for mangement of other environmental aspects
- Framework and basic strategies for social development
- Framework and basic strategies for institutional management

[Task 13] Plan formulation of a cycle of actions for fdrcSt fire disaster.ma'nagement

The following cycle of actions are to be planned:
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- Response

- Recovery

- Development
- Prevention

- Mitigation

- Preparedness

[Task 14] Formulation of action plans for preparedness

In the above cycle of actions, the most essential part is consideted to be the improvement of
preparedness of forest-fire related aspects, including forest management, landuse management
and social development. Therefore, a detailed plan of action for improving preparedness is
needed. Some eXamples of such actions for preparedness are as follows:

- Establishment of an institutional mechanism for maintaining and updating the forest fire
disaster management plan :

~ Establishment of priorities for fire fighting (for example, which forésts are to be protected
from forest and land fires must be decided beforehand)

- Establishment of guidelines for actions (from government agencies to community groups) in
the response stage '

- Regular exercises for actions in the response stage '

- Implementing special measures for reducing social vulnerability by social development
programs covering the aspects of people’s health, food supply and other needs

- Implementing special measures for improving physical vulnerability of landuses (by preparing
a fire-resistant landuse plan and creating fire-resistant landuses)

Phase 3: F_ormulation of Priority Projects

[Task 15] Formulation of a Long List of Projects
[Task 16] Selection of Priority Projects

[Task 17] Preparation of Priority Project Profiles
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2.7 NECESSARY INPUTS OF EXPATRIATE EXPERTS

Key assignments

Team leader/ landuse and natural resource management planner

Social development planner/ sociologist
Hazard assessment specialist

Forest management

Institetional specialist

Environmental specialist

Remote sensing specialist

GIS specialist

Sub total of key assignments

Other assignments

Social forestry specialist

Forest industry specialist

Agriculture and agroforestry specialist
Nature conservation specialist

Health specialist

Infrastructure specialist

Regional economist

Project economic analysts

Sub total of other assignments

Total m/m

12 person-months
10 person-months
8 person-months
8 person-months
& person-months
6 person-months
6 person-months
6 person-months
64 person-months

6 person-months
6 person-months
8 person-months
6 person-months
6 person-months
6 person-months
6 person-months
4 person-months

112 m/m
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CHAPTER 3  PLANNING STUDY FOR OIL PALM SUBSECTOR
IMPROVEMENT IN KALIMANTAN

3.1 INTRODUCTION

This chapter is about a recommended priority project (planning study project), which is one of
the projects constituting “Kalimantan Oil Palm Subsector Improvement Program”, of which the
outline is given in Chapter 8 of Volume 2 (The Main Text) of the Final Report.

The planning study project consists of the following three components:

1) Componeni A: Study on measures for improving business environment of the oil palm
_ industry . .

2) Component B:  Study on models of cooperative-based oil palm plantation development, and

3) Component C: Study on community-based participatory landuse planning schemes

4) Component D:  Study on assistance systems for smallholder oil palm plantation development

These study components are to study and design alternative concrete measures to implement
policy changes, which are based on the recommendations made by JICA’s regional planning
study, JICA-SCRDP-Kaltengbar.

3.2  BACKGROUND: OIL PALM SUBSECTOR IN WEST AND CENTRAL
KALIMANTAN

~ The oil palm subsector has been emerging as a key subsector in the economic development of
West Kalimantan and has been followed by Central Kalimantan. The oil palm subsector is
composed of oil palm plantation_s (companies’ nucleus estates and smallholders’ plots), crude
palm oil production plants and furthermore, downstream industries of utilizing crude palm oil.

At present, in both West and Central Kalimantan, oil palm plantations and crude palm oil

pr_oduction_ 'ac_c':oun_t for a méjor p:irt of the oil palm subsector. Little has been done for the
- downstream industries.

One of the major issues in the economic development of West and Central Kalimantan is how to
offset the eﬁpectEd huge decrease of value added by plywood and other wood processing
industries. At present, the forestry and wood processing industry account for 21% of GRDP in
West Kaiimantan,. and 35% of thé GRDP in Central Kalimantan.
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Table 3.1 Profile of the Existing Oil Palm Subsector in 1996

Area Planted % CPO Production %
{1,000 ha) of Indonesia's (1,009 ton) of Indonesia’s Total
Total Area CPO Production
Planted

West Kalimantan 211 10% 205 4%
Ceniral Kalimantan 90 4% 12 0.2%
Sumatra 1,783 80% 4,507 H%
Indonesia Total 2,227 100% 4,960 100%
Malaysia .28t - 8,060

Source: Directorate General of Estate, Ministry of Agriculture, Statistik Perkebupan Indonesia 1995 1997, 1997
ISTA Miclk GMBH, Oil World April 1996

Mari #. Pangestu and Yuri Sato eds. {1997), Waves of Change in Indonesia’s Manufaclunng Sector, 1997
Note: *: Mature Area in 1995

In 1996 the areé planted with oil palms reached 209,000 ha in West Kalimantan, and 90,000 ha
in Central Kalimantan.

As of late 1997, the provincial government of West Kalimantan had offered as much as 3.2
million ha for tree crop plantation development. In the offered area, lands with the approval of
Director General of Estate, the Ministry of Agnculture (1_;1n prinsip) amount to 1.6 million,

which includes areas for other tree crops but is allocated malnly, more than 90% for oil pa!m

In Central Kalimantan, the lands with the approval of Director General of Estate, the Ministfy of
Agriculture totals 1,712,412 ha, slightly over but almost equal to the 1.7 million ha allocated by

the 1992 provmmal spatial plan (RTRWP) for tree crop plantation, of which 1,557,752 ha is
approved for oil palm plantation.

Before the present economic crisis, it was considered that the existing development.pemu'ts for
oil palm plantations of the two provinces and the world prospects for palm oil suggest that the
expansion of area under oil palm will be further accelerated in the next 5-10 years.

Based on the data on land development concessions for oil palm plantations, a likely increase of
oil palm plantation and CPO production iQ-estimated as shown in Table 3.2, Based on this

estimate, the value added by oil palm plantation and CPO production is also estimated as shown
in Table 3.3.

The estimated share of value added by oil palm plantatidn and CPO' production is only 8% and

10% of the future GRDP in West and Central Kalimantan respectively. These percentages are
much smaller than those of the forestry and wood processing industries at present, This is
parily because the prospective development of supporting' subsectors, such as the trad_ing and
transport of fertilizers and pesticides and the transport of CPO, are not yet counted by the
shares. However, more irnpoi‘tantly, this estimate strongly implies that it is necessary to take

3-2
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advantage of the region’s prospective CPO production capacity for developing downstream
industries in order to create higher value added within the region, since a huge area of precious

land resources is to be allocated for oil palm plantations.

Figure 3.1 Contested Land Resources between Oil Palm Plantation and
Swidden Agriculture
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If oil-palm-related downstream industries (cookmg oil, soap and oleocherm&.al) are successfully
promoted, all the oil- -palm related subsectors, including palm oil plantation, CPO production,
the downstream industries, and trading and transport, might be able to produce as much as 30%
of GRDP of the region, |

Table 3.2 Estimafed Increase of Qil Palm Plantation and CPO Production |

1996 : : 2018
Area Planted CPO Production Area Planted CPQO Production
{1,000 ha) - {1,000 ton) (1,600 ha) (1,000 ton)
- West Kalimantan 21 206 872 2,669
Central Kalimantan | 30 12 675 2,965

Source: The estimate in 2018: JICA-SCRDP Kaltengbar
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Table 3.3 Estimated Amount of Value Added generated by both Oil
Palm Plantation and CPO Production
1896 2018
Value Addad Share of _ Value Added Share of
il Contribution to Totall  (wiion US Contributien to Total
(Milllon US$) GRDP {Million US$) GROP
(%) (%)
West Kalimantan 42 1.4% 556 8%
Central Kalimantan 2.5 0.1% 434 10%

Source: The estimate in 2018: JICA-SCRDP Kaltengbar

33 POSSIBLE IMPACTS OF HIGH CONCENTRATIONS OF OIL PALM
- PLANTATIONS '

Although the establishment of the plantation industry can have pbsitive impacts on the economic
development of the study area, such as increases in regional income and employment,
specialization in palm oil production and the concentration of large oil palm estates in the area

are likely to have some undesirable impacts, not only on the economy but also on the society
and the environment. Such impacts include:

1} While the oil palm plantation industry has begun to become the prime mover of economic
growth in the two provinces and to help to improve the welfare of Jocal people, the expansion
has also brought about various kinds of problems, particularly those related to the extensive
land development. The results of the social survey and interviews conducted by the JICA study
team exhibit such cases as: 1) A land is offered by'the provincial government without -
consultation with local communities; 2) Local participants in a PIR project are compelled to give
up their productive farms and groves because of the obscure procedure for .lan_d acquisition; 3)
Those whose lands have been expropriated for a pi_antatiori are paid little compensation for the

loss even where customary rights have been established; and 4) Land disputes between the
plantation companies and local communities continue.

2) The economy will become highly dependent on the production of a smgle primary product,
| palm oil, whose price fluctuates according to the situation of international markets. As
demonstrated by most of the countries specializing in one or a few primary commodities (e.g.,
bananas, coffee, copper, étc.), the area’s economic growth will be instantaneously, and
constantly, influenced by changes in the international prices of oil paim. The World Bank long-
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term projections indicate a decline in palm oil prices in real terms after 2000 despite the general
prospect of a growing world demand for the oil.!

3) A large part of the profit generated in the plantation industry will be “repatriated” to Jakarta
because it is a capital intensive industry and because of the availability of loans from local banks
is limited. It is therefore highly likely that the plahtation development will have only a limited
impact on the regionai economy.

4) The regional society may be adversely affected by the changes in landuse and farming and
settlement patterns. Some indigenous people are forced to alt;;r their ways of farming and living
due to the increased competition for land resources brought about by the development of aa oil
palm plantation. In the worst cases, they have to give up their houses and farms and/or groves
which are still productive and can generate income.

5) Although the impacts of oil palm plantation development are difficult to assess and predict,
the expansion of areas planted with oil palms at an unprecedented speed is expected to cause
severe environmental degradation. Soil erosion due to land clearing and pollution due to-the
extensive use of agriéultural chemicals, such as fertilizers, hérbicides, and pesticides, will
possibly damage the ecbsystem of the study area. For fertilizers alone, for example, as much as
one ton is applied to one hectare of land annually. If development is continued at the present rate
and planried scale, many species, including those of a great economic value, will likely
disappear from the area in not so distant future. Their impacts on the health of farmers, workers
and residents in and around plantations should also not be overlooked.

6) Food production may decrease without proper landuse planning since a large part of the
lands on which oil palm plantations are being or planned to be established are currently used for
food crop cultivation.? Therefore it is important to formulate a landuse plan to secure arcas
suitable for food crop production.

7) Most oil palm plalitation projects are located in areas where other alternative econoimic
activiﬂ_es are not available to smaltholders once the lands endowed with resources are cleared for
large-scale plantations. Therefore, there would be more chances both for transnﬂgrants and for

*local pdﬁiéipants to be better-off if they could preserve and utilize economic resources, such as
swidden farms, villages and local knowiedge in and around project areas.

' World Bank, Commodity Markets and The Developing Countries, Vol. 4, No. 2, February 1997,
2 The situation is described in Appendix to Chapter 3
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3.4 IMPACT OF THE PRESENT ECONOMIC CRISIS ON THE OIL, PALM
SUBSECTOR

The bright prospects of the oil palin subsector have diapered since the beginning of the
cconomic crisis. The oil palm subsector has been facing an emerging unfavorable business
environment, such as the increase of export taxes on CPO, unsmooth flow of credit money for

smallholder development, complicated and time consuming permission procedures, and
unsupportive road development policies.

Implementing the policies for providing a good business environment for the oil palm subsector
is very important for West and Central Kalimantan, compared to the case of Sumatra, another
major oil palm production region. West and Central Kalimantan still have many oil paim
plantatu)ns to be developed. If the government continues unfavorable policies against the oil _

palm subseclor it would largely delay the realization of the devclopmcnt potential of oil paln
plantations and of oleochemical industries.

3.5 JCA-SCRDP-KALTENGBAR’S RECOMMENDATIONS TO POLICIES
ON THE OIL PALM INDUSTRY

JICA SCRDP-Kaltengbar has identified three areas for recomrﬁendation 'o_n the policies
concerning the oil palm industry, namely 1) business environment, 2) oil palm pla_ntation
development and 3) assistance for the development of smallholder plantations. The following

are the recommendations from the regional development planning study for the western part of
Kalimantan.

3.5.1 Business Environment

1) For the government to establish stable policies to ensure an appropriate business environment
for the oil palm industry including oil palm plantation development, downstream industriat
development, export of CPO, and export of downstream industrial products.

2) For the government to carefully design a cooperative-based scheme for oil palm plantation
development which could attain an appropriate business environment for oil palm plantation
development. HbWever, it is risky to replace all the existing oil palm plantation development
schemes with the new coopérative~base' scheme because such drastic changes in oil palm related

policies might suddenly deteriorate the investment environment of the oil palm industry in
Indonesia. .
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3) For the government to show its intention to support oil palm plantation development by
establishing infrastructure development plans, especially the plans for road development in
prospective oil plantation development areas.

3.5.2 QOil Palm Plantation Development

1) For the government to guide oil palm plantation development on suitable land, especiaily at
the preliminary stages of offering lands and issuing permits for oil palm plantation development.

2) In the areas of relatively high population density (such as the Kapuas river basin of West
Kalimantan), for the government to regulate private companies’ oil palm plantation development
in order to maintain the existing livelihood means of the local people so that local people’s local
rubber groves, dryland paddy fields and rattan gardens arc not sacrificed for the sake of oil palm
plantation development.

3) In the arcas of relatively low population density (such as in Central Kalimantan and the
Ketapang District of West Kalimantan) for the government to encourage or guide oil palm
plantation development by privaté companics to involve as many local people as possible as
smaltholders, by allocating sm.allholder plantations within a commutable distance of existing
settlements.

4) To pursue both the purposes mentioned above, for the government to encourage private
plantation companies to adopt a community-based pariicipatory method for landuse planning for
oil palm plantation development, by giving incentives to private plantation companies.

5) To pursue the smooth development of oil palm plantations and to pursue sustainable
operation of oil palm plantations, for private companie.s to adopt a community-based
participatory method for landuse planning for oil palm plantation development, rather than the
top-down approaches which are utilized presently.

3.5.3 Assistance for the Development of Smallholder Plantations

1) For the govemment to establish credit schemes for assisting smaliholder plantation
development. The smallholder credit schemes should be directly applied to cooperatives (KUD)
and other types of farmers’ groups, instead of the existing schemes like the PIR-KKPA
scheme, in which the credits assisting smaltholders are channeled through plantation companies.

2) For the sovernment to start an assistance scheme (both financial and technical assistance) for
promoting the development of smallholder oil palni plantations in arcas surrounding existing
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CPO factories This type of smaliholder plantation does not have nucleus estates run by
plantation companies, but they depend on existing nucleus estates and CPO factories.

3.6 IMPLEMENTATION AGENCIES

The implementing agency of this siudy project should be one of the p]anning divisions, who
take care of planning in Dircctorat General of Plantation, the Ministry of Forestry.

3.7 OBJECTIVES OF THE STUDY PROJECT

- To review the recent development of the oil palm industry

- Toreview the recommenddtion_s on the oil palm industry

- To study measures for improving the business environment

- To study models of cooperative-based oil palm plantation development

- To study community based participatory landuse plannmg schemes

- To study assistance systems for smaltholder plantations in new deveiopmcnt _

- To study assistance systems for smallholder plant_atlon development in established oil palm

areds

- To make an implementation program for improving the business environment for the palm ol
industry

3.8  STUDY AREA

_ The study area is the provinces of West Kalimantan, Central and East Kalimantan,

3.9  SCOPE OF WORK

1) Inception Report Preparation

[Task 1] To review the recent devélopments of the oil palm industry

[Task 2] To review the recommendatlonq on the oil palm mdustry ‘made by JICA- SCRDPw
Kaltengbar _

[Task 3] To produce the draft Inceptlon Report which spe(:lﬁes the revised scope of work for
the following phases, based on the analyses of the results of [Task 1] and [Task 2] '

[Task 4] Dlscussron and agreement of the draft Inceptlon Report with the Indonesian
government side

(2) Component A: Policy Study on Improving the Business Envnronment Of
The Oi] Palm Industry
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[Task 5] Review and Analysis of the Existing Policies on the Oil Palm Industry

The policy review covers the following:

- Oil palm plantation development

- CPO factory operation and export of CPO

- Downstream industries, such as cooking oil
- Oleochemical industry

[Task 6] Preparation of Recommendations on the Policies concerning the Oit Palm Industry

This task will be able to be completed by incorporating the other study components.

(3) Component B: Study And Design Of Models Of Cooperative-Based Oil
Palm Plantation Development

{Task 7] Review of the On-going Discussions on the Cooperative-Based Model of OQil Palm
Plantatmn Development

- [Task 8] Economic Feasibility Study of the Cooperative-Based Model of Oil Palm Plantation
Development

[Task 9] Financial FcaSJblhty Studies of Smallholder Households Participating in the Oil Palm
Plantation Development

.[Task 10] Preparation of Recommendations on the Cooperative-Based Oil Palm Plantation
Development :

- [Task 11] Study of Alternative Models for Smallholder Oil Palm Plantation Development

4) Component C: Study of Community.-Bas'ed Participafory Landuse
Planning Schemes

[Task 12] Review of the existing problems concerning smallholder plantation development

[Task 13] Four Case Studies of the Existing Smaltholder Plantation Development Sites

These case'studies are to cover both the plantation company’s side and the smallholders’ side.
- There are two types of geographical situations to be covered by the case studies. One is the area
of relatively high population density, in which no transmigrants are involved. The other is the
area of relatively low population density,' in which transmigrants are mobilized. Two sites of
each type are to be studied. '

[Task 14] Preparation of Altematlve Models for Community-Based Participatory Landuse
Planmng .

[Task [5] Study on Institutional Arrangements for Adopting the Community-Based
Participatory Landuse Planning Models

[Task 16] Preparation of Recommendations on Landuse Planning for Oil Palm Plantation
Development
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5 Component D: Study On Assistance Systems To Smallholder Plantations

There are two cases of assistance to smallholder plantation development

One is the case of new development of oil palm plantations of both nucleus and smallholders.

The other is the case of development of smallholder plantations in the established oil palm
plantation arcas.

{Task 17] Review of the Existing Smallholder Credit Schermes

[Task 18] Review of the Thailand and Malaysian Credit Schemes for Assisting Smallholder Oil
Palm Plantation Development _ :

[Task 19] Preparation of Alternative Smallholder Credit Schemes

[Task 20] Study on Other Assistance Schemes, such as Technical Extension Services

[Task 21] Preparation of Recommendation on the Smallholder Credit Schemes
(6) Formulation of Impiementing Programs

[Task 22] Analysis of Potential and Constraints of the Recommended Policy Changes and
Programs :

[Task 23] Preparation of Alternative Implementing Programs
[Task 24] Preparation of Alternative Institutional Arfangements for Implementing Prograins

[Task 25} Preparation of Recommended Implementing Programs

3.10 NECESSARY INPUT

Expatriate Consultants

- Teamn Leader/ Qil Palm Specialist 12 person-months

- Regional Planner 10 person-months
- Investment Promotion Specialist : 7 person-months
- Participatory Planning Specialist 7 person-months
- Oil Palm Plantation Development Specialist - 7 person-months
- Oil Palm Plantation Operation Specialist 7 person-months
- Oil Palm Processing Industry Specialist 7 person-months
- Credit Scheme Specialist 7T person-months
- Evaluation Economist 4 person—'m(')nths
Sub-Total of Expatriate Consultants 68 person-months

Local Consultants

3-10



- Sub-Team Leader/ Oil Palm Specialist

- Regional Planner

- Oil Palm Plantation Development Specialist
- Investment Promotion Specialist

- Participatory Planning for Rural Development
- Sociologist '
- Institutional Specialist

- Cost Estimate Specialist

- Soctal Survey Specialist

- Credit Scheme Specialist

- Evaluation Economist

Sub-Total of Local Consultants

SCRDP-Kaltengbar Final Report

12 person-months
10 person-months
10 person-months
10 person-months
10 person-months
8 person-months
8 person-months
§ person-months
8 person-months
8 person-months
6 person-months
98 person-months

3.11 SCHEDULE

Since problems with oil palm plantation development are quite serious in Kalimantan, it is

recornmended to start this study project as soon as possible in the midst of the present economic

recession, so that it is possible to encourage private companies to re-start their investment in oil

palm plantation development and downstream industries in a better business environment just

after the recovery of the economic recession.

The study project takes at least one.year but it should not take more than 1.5 years because of

the necessity of well-thought of but quick actions.
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1. BACKGROUND

In the last decade, West Kalimantan has experienced the rapid expansion of large-scale oil
palm plantations. In the near future, Central Kalimantan will also go through similar
experiences. Under this condition, there have been an increasing number of incidents of

land disputes and social contlicts between indigenous communities and plantation -
companies. '

Such land disputes and social problems derive from the companies’ careless approach to
plantation development, as well as misunderstanding of the social settings of plantation
development.  In West Kalimantan, the population density of the target arcas of
plantation development is relatively low (15-20 persons per km®) compared to that of Java
and Bali. However, it is not vacant land or vacant forest. Itis the place where
indigenous people make a living utilizing land and forest resources, although their
utilization is of low density. If plantation companies fail to pay attention to s_ﬁch social

situations, the companies’ activities will easily cause land disputes and social conflicts
with the local people. -

Many such cases result not only in delay of crop production, but also in poor performance
of the plantation business. Now, most plantation companies are struggling with how to
deal with local communities for the smooth development and operation of oil palm

plantations.  So far, however, no systematic means to solve such problems are available
to plantation companies.
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In this discussion paper, first, we will examine social situations and issues around
plantation development. Second, a new oil palm plantation development scheme will be
proposed.  Third, we will explain the rationale of the new scheme by relating to the
social situations and by comparing the new scheme to the existing schemes.  Finally, we
will turn to further studies needed for refining this scheme.

2. ISSUES AND OBJECTIVES OF OIL PALM PLANTATION
DEVELOPMENT

2.1 Socio-Economic Settings

Indigenous'swidden farmers’ communities are distributed over forest arcas. Those
village settlements are located along rivers and streams.  The area used to be very remote
only connected to a nearby town by river transport. However, the recent development -
of roads opened up opportunities for new landuse development, especially oil palm
plantation development,

t

“The population density of the areas for prospective plantation development ranges from
15 to 20 persons per km?.  In the villages of this level of population density, the
following phenomena are found:

- Expansion of alang-alang grass lands in village territories, resulting in the reduction of

forest lands for swidden agriculture
- Expansion of rubber groves over village territories
- Increasing differentiation of holding sizes of rubber groves and swidden lands
- Decreasing rice yields from ladang due to repeated use of forest lands

2.2 Issues and Objectives

The issues hete are how to satisfy the following objectives:
- To improve business feasibility of oil palm plantation business (How to conduct smooth
* planning and imp[ementation should be considered),

- To enhance social feasibility of oil palm plantation development in areas of relatively
high population density (How to reduce land disputes, labor disputes and other social
problems should be sought), and

- To secure a sustainable livelihood for plasma farmers and their future generations (How

to avoid risks derived from heavy dependence on oil palm plantation should be sought).



3. " SCOPE OF A NEW OIL PALM PLANTATION DEVELOPMENT
SCHEME

3.1 Basic Features of the Proposed Scheme

In order to deal with the issues and objectives identified in the previous section, we will

propose a new oif palm plantation development scheme with the following features:

(1) The PIR type (the’ type integrating nucleus plantations and smallholder plantation) is
used in the proposed scheme. The plantation company initiates the plantation
business, while the local people join' the plantation business as smallholders/ plasma
farmers. _ '

(2) The proposed scheme is based on KKPA (primary cooperative credit for members)
or other credit programs for obtaining subsidized credits from the government.

(3) The proposed scheme accommodates no transmigration settlements or only smatl-scale
tréﬁétnigration settlements,'depending on land availability. As a result, the
following points (4) and (5) become possible. _

(4) Plasma farmers are allowed to keep existing livelihood options (such as rubber groves,
land for growing rice and extraction of non-timber forest products) in order to avoid
risks derived from the unfamiliar work of running an oil palm plantation and for the
purpose of securing livelihood sustainébi]ity. To satisfy these conditions, it is -
necessary to set aside the existing rubber groves; swidden lands and forests for
extracting non-timber forest products to a certain extent . _

(5) Plasma farmers do not have to resettle from their present residence (kampung) so that
they can secure a variety of resources including a kampung social organization and
forest environments. _

(6) The pi"oposed scheme is based on the cooperation of communities and a plantation
company in landuse planning and project implementaion. The community here is
‘dusun’ in the West Kalimantan’s setting and ‘desa’ in the Central Kalimantan’s
setting. '

! This small-scale transmigration settlement is like Transabangdep Scheme, which is a small-scale

settlement integrated into an existing village.
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3.2 The Necessity of Participatory Landuse Planning

For realizing. the oil palm plantation development of the above features, landuse planning
based on community’s participation is inevitable, . It is necessary to allow the local
people to participate in the planning procedure to decide the location of nucleus estates and
smallholder estates. Despite sharing a core purpose of planiation development, the
communities and the company have different interests.  For the company, it is important
to secure a certain amount of good land for plantation development. On the other hahd,
it is important for the communities or the local people to secure sustainable livelihoods

by combining the new plantations and with present livelihood means.  Without close

negotiation and compromising between the two parties, it will easily result in unsofvable
social problems. '

As examined in the case study later, the role of communities (dusun in West Kalimantan-
and desa in Central Kalimantan) is important because the conventional land exchange
(land adjustment) of local people who participate in plantation development is very
complex and unrealistic. By giving major roles of landuse planning to the community, it
is possible to arrange land adjustment at the inter-community level. Within the
community, the community members can negotiate with each other for land exchange.

The landuse planning could be effective on the basis of local p.eople’s knowledge on local
conditions, such as soils and forests. '

~ As seen in the above, the proposed oil palm plantation development scheme is based on
the existing ones in terms of company- smallholders combination and credits but our
proposal is new in the cfnphasis of landuse planning, We regard the landuse plaﬁning as
the key solving the problems concerning both, the company and smallholders. The
Ipractice of landuse planning includes land allocation for nucleus plantations and plasma
plantations over village térritorie_s.
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3.3 Procedure of Participatory Landuse Planning for the Community-
Based Oil Palm Plantation Development Scheme

Conventional Procedure of Plantation Development Planning

(1) The company collects signed agreements of surrendering a certain amount of land to
plantation development from villagers. Each agreement paper has information on which
land plots are to be surrendered and where the land plots are.

(2) The company conducts land measurement of lands to be surrendered.

(3) The total amount of land plots to be surrendered is caluculated. _

(4) Based on the total amount of land plots, the company will make a block plan'of
plantations,

(5) The company will ask the village to arrange land exchange among villagers.
Proposed Procedure of Plantation Development Planning

(1) The company and communities collect geographic information including coinmunity
boundaries, rivers and foot paths, lands desirable for pléntation's and lands which
villagers want to keep for themselves. |

(2) Based on the geographical information, the company and the communities make
alternative landuse plans / block plans, with some assistance of an expert team.

(3) In the course of the above landuse planning, some negotiations for land acquisition are
going on, between the company and communities, and between different communities.
(4) Between different communities (dusun or kampung), some exchanges of lémds are
arranged.

(5) Among the community members (members of dusun or kampung), some exchangé of
lands are arranged.

(6) The landuse plan is finalized between the company and the communities.



4. CASE STUDY ON A NEW OIL PALM PLANTATION
DEVELOPMENT SCHEME AT DESA SEBABAS, KECAMATAN
NANGA MAHAP

In order to examine the characteristics of the proposed scheme, we conducted a case study

of landuse planning in Desa Sebabas, Kecamatan Nanga Mahap, based on the available
information (See Figure 1).

4.1 The Propoéed Scheme

Please see Figure 2.

- The local people can keep existing livelihood means by securing existing rubber groves
and swidden lands (including lands under swidden fallow).

- The local people do not have to resettle to newly prepared settlements.

- The territories of communities (dusun or'kampung) are not changed very much.

Dermerits | ' _

- Longer roads are needed to be constructed to connect nucleus estates and smallholder

- plantations. : : '

- Tt takes time to reach the final plan.

4.2 Conventional Scheme

Please see Figufe 3.

Merits

- Roads are shorter than the proposed scheme.

- The estates are concentrated in one place. As aresult, its construction is easier than the

- proposed scheme. '

Demerits

- The ex'isting rubber groves and swidden lands (including lands under swidden fallow)
are lost. - | _ _

- Since a village is a unit of negotiation, village members need to exchange land plots with
each other. "However, it is too complex to reach a consensus landuse plan based on the
exchange of individual holdings.

- Resettlement of the local people is needed.

- The territory of each community will be lost.



5. NECESSITY OF GOVERNMENT’S ASSISTANCE
5.1 Technical Assistance for Participatory Landuse Planning

The proposed participatory landuse planning needs a certain amount of professional
expertise.  An expert team is required for such landuse planning, consisting of the
following members: '

- One Landuse planner .
- One Facilitator for the local people’s participation
- Two Mapping Specialists using the Global Positioning System

In order to encourage both plantation companies and local communities to apply the
planning method, some government assistance would be needed.

5.2 Assistance for Rural Road Development

As seen in the above case study, longer roads are needed to implement the proposed
scherne compared with the conventional scheme. In order to give incentives to
encourage plantation companies to pay more attention to the livelihood of the local
population, it is necessary for the government to assist the plantation companies in the
construction of rural roads which would become necessary for connecting smallholder
plantations with plantation service roads.

6. FURTHER STUDIES NEEDED

In order to implement participatory landuse planning more effectively, more case studies
should be conducted in the following areas:

Areas of low population density

In the case of Central Kalimantan, transmigration would be needed. The involvement of
transmigration would increase the complexity in landuse planning in the areas of social
stability and land allocation for the transmigrants’ livelihoods. _

Areas of medium population density



Unlike the case study of the Nanga Mahap area, there are places which have less alang-
alang areas like those in the interior of the Ketapang district, West Kalimantan. The
local people’s desire for land allocation would be different.

Approach methods of plantation companies to local communities

Different plantation companies exercise a variety methods of approaching local
communities and implementing plantation development. It is necessary to conduct
studies on the factors concerning plantation companies are needed.
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BOX:

|THE CASE OF OIL PALM PLANTATION DEVELOPMENT IN
KECAMATAN NANGA MAHAP BY P.T. KALIMANTAN OELO
INDUSTRI (PT KOI)

PT KOI's general manager in Pontianak, Mr. Fresh Lande, is a man of innovative ideas
for oil palm plantation development, He is trying to learn from the past experiences of

other plantation companies and to improve his development scheme. The challenges he
faces would resulte in the following innovations:

(1) PT KOI adopts a PIR-Kemitraan, which is a PIR-scheme, a joint-operation scheme
with local people but not integrated with transmigration.

(2) Not only the existihg local households but also young adults who are going to form
households in the near future could participate in the plantation development.

(3) Besides oil palm, other tree crdps such as coffee and cacao, fruit trees, Tengkawang,
and grasses for raising cattle are also considered for plantation operation.

(4) PT KOI’s scheme is not based on credits from the government through KKPA
(primary cooperative credit for members) but based on a prOJect management unit
managed by KUD. Plasma farmers can get credit from Bank Rakyat Indonesia because
they get land certificates for prospective plasma plantation plots. _

(5) PT KOI consideres giving assistance to the children of plasma farmers for continuing
secondary school education because PT KOI consuders that future plasma farmers need
higher education standards.

(6) PT KOI has considerd allocating certain amounts of plasma plantations to school
teachers and army officials during their terms of office (like Tanah Bengko in Java).

(7) To encourage the local people’s participation, PT KOI established two local
institutions.  One is the task force for the arrangement at the subdistrict Level (Satuan
Tugas or Satgas) and the other is the unit for implemenfation at village level (Satuan
Pelaksana or Satlak), both of which mclude local governent officials, members of village
governments and ordinary villagers. Satgasu has 55 members, while Satlak has 161,

Source: The JICA study team’s interview with Mr. Fresh Lande on December 22, 1998, and Professor Dr.
A.B.Tangdililing, MA and Ir. Augustine Lumangkun, Msc {1998) The Social Interaction between the

Society in Kecamatan Nanga Mahap and PT. Kalimantan Oleo Industry » Pontianak, A brief study

commissioned by the JICA Study SCRDP-Kaltengbar.




Figure 1 The Present Landuse Information
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Iigure 2 Landuse Plan of Nucleus and Smallholder Plantation for the
Proposed Scheme (An Example)
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Figure 3 Landuse Plan of Nucleus and Smallholder Plantation for the

Conventional Scheme (An Example)
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