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A study of plantation-smallholder dynamics in 
Riau, Central Kalimantan and West Kalimantan

 In a recent provocative paper, Derek Byerlee (2014) has 
suggested that ‘On the surface oil palm appears to be 
dominated by large plantations. However…smallholders now 
account for over 40% of the oil palm area in Indonesia, the 
largest producer and 80% in Thailand the third largest 
producer…the structure of the industry is already shifting.’ 

He perceives the resurgence of large plantations to be a 
‘temporary aberration’ from the long-term trend towards 
smallholders, which he observed in other commodities.

Meanwhile, he argues for the value of partnerships between 
smallholders and ‘responsible business companies’.



Is the industry in Indonesia really shifting away 
from plantations and towards smallholders? 

• What type of plantations?

o Government-owned or private?

• What type of smallholders?

o Assisted or ‘scheme’ (petani plasma)?

o Independent or self-supporting (swadaya murni)?

• In which provinces?



The evolution of plantation-smallholder schemes
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Dayak smallholders (PIR/BUN) on Government estate 
PTPN XIII in Parindu (West Kalimantan) in 1997. The estate 
was 15 years old but yields were declining, oil palm prices 
low. People continued to  prioritise rice (traditional crop).



Planting out palms for PT SIA, a Malaysian private 
plantation (Sime Darby), also in Parindu West 
Kalimantan, (KKPA scheme) 2002.  



Results of the changes in smallholder schemes
 Government estates reduced to only 7% of the total oil palm area, but 

remain more helpful to smallholders. None in Central Kalimantan.

 Big increase in private plantations, most with large undeveloped ‘land 
banks’ and many subsidiaries: 48% of local Crude Palm Oil production.

 Foreign owned plantations, mainly Malaysian, Singaporean, and joint 
operations with Indonesian firms, control 2/3 of the oil palm area (Varkey
2012). In 2011, 70% of investment was foreign (Rhein, 2015).

 Plantation assisted smallholder schemes since 2007 have less land 
available overall for smallholders and are less profitable for them, 
especially if the plantation works the land on behalf of the farmers and 
just pays them a ‘rent’. 

 CLUA (2014) estimates only 28% of smallholders are supported or 
‘scheme’, 72% are now independent.

 The increase in smallholder oil palm area is stronger in Sumatra than 
Kalimantan, based on independent rather than scheme smallholders.  



The area occupied by smallholders across 7 important oil 
palm-growing provinces is quite uneven (2013 figures). 

Province           Plantation (ha)        Smallholder (ha)          Total area OP         Per cent
(private + gov)        (scheme +  indep)         cultivated  (ha)      s’holder

Riau 845,645                 1,348,076 2,193,721 61.5
N. Sumatra                946,695                     393,653 1,340,348 29.4 
C.Kalimantan 968,635                     131,057 1,099,692 11.9
S. Sumatra 529,743                     530,830                1,060,573 50.5 
W. Kalimantan          599,897 314,938     914,835 34.4 
E. Kalimantan 585,991 230,266 816,257 28.2
Jambi 250,668 407,261 657,929 61.9

7 provinces:  
Total 4,727,274 3,356,181 8,083,355 41.5 

Indonesia: 
Total 6,108,933 4,356,087             10,465,020 41.6



• Central Kalimantan represents the extreme case, with only 11.9% 
of its oil palm land cultivated by smallholders.

• Both Riau and Jambi have more land under smallholders than in 
plantations, over 60% of oil palm land cultivated by smallholders. 

• Throughout Sumatra, but especially in Riau, smallholders are 
becoming independent also in processing, with considerable 
numbers of ‘stand alone’ mills not linked to large producers. 

• However, large inequalities are emerging: many have poor seeds, 
low yields and incomes, exacerbated by current low commodity 
prices for both oil palm and rubber.

• Independent groups are appearing in Kalimantan, for example 
Sanggau and Sintang, West Kalimantan, where existing mills are 
overwhelmed by palm fruit and mini-mills are planned.



The vagaries of international commodity prices: oil palm
2000-2015

• The industry has seen major changes, from low or slightly rising 
prices from 2000 until the ‘biofuel boom’ began in 2006, bringing  
steep rises in 2008 and the crash associated with the GFC in 2008-9 

• A further boom in 2011-12 encouraged smallholder expansion. 
Those plantings are only now reaching harvestable age, at a time 
of continuously declining prices. The benchmark FFB price for 
Indonesian smallholders is 34% below the Malaysian price (CLUA 
2014).  Many small farmers with only 2ha are struggling.



The arrival of the independent smallholders in Riau, 
beginning in the early 1990s, quickly eclipsed the ‘scheme’ 
smallholders. It has now eclipsed the area under estates.  



INDEPENDENT OIL PALM 
FARMERS, MAINLY BATAK 
MIGRANTS FROM NORTH 
SUMATRA. 

TAMBUSAI VILLAGE, 
ROKAN HULU RIAU, 2002



Batak Toba farmers in Tambusai, Rokan Hulu 2013

• About 30% were landless, working for those who had retained 
their lands, though most still had only 2 ha.  

• Although they had never received any assistance from 
government, they learned by experience. Borrowed from Credit 
Unions operated by local churches to replant with improved seed 
and replace low yielding trees. Now intensifying their production. 
Considered excellent farmers by local authorities. 

• Positive feedback: their children had been educated and the roads 
had improved, so  marketing the crop was easier.  



Tesso Nilo (TNTN), a disappearing National Park in Riau. 

Oil palm smallholders (mainly new Batak settlers from North 
Sumatra, each with 2 ha), assisted by ‘operators’ and local elites, 
now occupy 60% of TNTN.  
(Map shows 2013 fire hotspots: clearing for oil palm).



Who and where are the smallholders in Riau?  

• Complex ethnic mix: Melayu (local), Minang, Javanese, Batak

• Many Melayu have poor seed, ‘mariless’, little fertiliser, low 
production.  Some assistance now from local government, but the 
problem is large. Replacing rubber with oil palm. Minimal 
deforestation.

• Siak, special Melayu settlement 2-3ha, not allowed to sell. Peat 
soils,  fire risk. Want more land, but better off than many. 

• Second generation transmigrants (Javanese) buying up land, some 
deforesting. Middle farmers.

• Many independents (Batak, ‘Jawa Medan’) are continuing to 
migrate from North Sumatra, seeking cheaper land.    

• Encroachment on national parks is now common, especially Tesso
Nilo, Bukit Tiga Puluh, Bukit Betabuh. N. Sumatran Chinese run 
mini-mills around Tesso Nilo.  Burning and deforesting.



New independent smallholders in Sanggau District,
West Kalimantan.  

• Trucks queue to use the mill at PTPN XIII Parindu (Photo Piers Gillespie)

• Elite smallholders’ fruit in Lape, Kapuas and Mobuy, Kembayan



Other reports from Sanggau smallholders

• The KKPA smallholders on PT SIA generally fared better than their 
counterparts on other estates. Only 30% gave up the 7.5 ha demanded 
by PT SIA and by 2007, most had repaid their credit. They continued 
mixed cultivation, especially rice and quality rubber.

• A further visit in May 2015 revealed some fears for the future, as most 
PT SIA smallholders still only had 2 ha and saw their economic 
opportunities as limited, though many now had good houses and 
owned motorcycles.

• The Dayak smallholders on PT Global, a ‘kemitraan’ (80/20) estate in 
remote Noyan subdistrict near the Sarawak border had almost all sold 
their land. They remained poor and were working as labourers (BHL) 
on the estate, like their counterparts in Central Kalimantan.

• Tania Li and her colleagues working in Meliau in the south also had 
mixed but largely negative stories, including disputes over land with 
the estates and between transmigrants and local Dayaks.  



The case of Central Kalimantan: why so few 
smallholders? 

• The province does not have an accepted land use plan.
The central Forestry Department must still approve any 
agricultural excisions from the Forest Zone.

• The original forest classification process (1983) placed 
91% of  the land under forest. Much of  the ‘Forest Zone’ is 
now deforested or highly degraded.  

• Land which still belongs to the Forestry Department 
cannot legally be allocated to smallholders, nor can a 
final planting permit (HGU) be issued. 

• In 2011, 282 out of  325 companies were  technically 
illegal (not removed from the Forest Zone). However, even 
legal estates have been slow to include smallholders, 
though this has become mandatory since 2007.  



Most of the ‘million hectare rice scheme’ was never legally 
released for agriculture. There are now 23 oil palm estates

in the area.



On 31 December 2014 just 101 out of 300+ plantations 
were legal: ‘clear and clean’ in Central Kalimantan. Of 
these, only 1 of 6 Wilmar estates listed had provided any 
smallholder land. Sime Darby estates had a similar record.



Smallholder land and disputes at district level

• Kapuas (3.5%), Seruyan (4.7%) and Kotawaringin Timur
(Kotim)(7.0%) were well below average in percent of  oil palm 
land owned by smallholders, with large numbers of  disputes.   

• Disputes with local people were mainly over ‘land grabbing’ of  
Dayak holdings (including communal forests). Dayaks are 
encouraged to sell their lands.  

• One infamous technique (used for transmigrant land also) 
involves bulldozing land of  crops or trees to reduce its value. It 
is called ‘take first, talk later’(Garap selonong). 

• Dayaks are losing their land, becoming ‘spectators’. Working as 
casual day labourers (BHL) on estates for low wages and poor 
conditions. 

• Streams are polluted, while Banjarese fishers have lost their 
livelihoods on Lake Sembuluh (Seruyan).



Who and where are the smallholders?

• Some assisted smallholders are in the ‘partnership’ 
schemes (80/20) (from 2007) with a few under KKPA.  

• Most are non-Dayak. Dayaks tend to sell their holdings 
even if they are allotted plasma land. They are used to 
receiving (inadequate) cash compensation. Dayaks now 
beginning to plant oil palm do so without technical help.

• About 5% of the planted area is owned by independent 
smallholders, mainly transmigrants, also civil servants, 
outsiders from Riau, N.Sumatra (Batak, ‘Jawa-Medan’). 



ISPO and the plantation-smallholder system

• The mandatory Indonesian Sustainable Palm Oil project set a 
deadline of December 31 2014 for all plantations to sign up to be 
audited for possible certification, as complying with legal economic, 
environmental and social requirements.

• That deadline was extended until September 25 2015. A plantation 
which does not apply for registration after three warnings could 
have its business licence revoked.  Will that actually happen?   

• While smallholders are exempted initially, there are moves in Riau 
to assist independent smallholders (with 25ha or less) to also 
comply with ISPO standards, emphasising improvements in 
technical knowledge and yields. 

• Organisations such as the UNDP, NGO Solidaridad and some 
plantations (such as PT Asian Agri) have been assisting in this effort, 
with new ‘partnerships’ being formed.  



Is Indonesia’s plantation-smallholder model worth 
keeping? 

• A recent study (Rhein 2015) has cast doubt on the 
economic viability of the present plantation-smallholder 
model. Rhein concluded that ‘the palm oil sector has 
added little real value to the Indonesian economy’. 

• At the height of the boom the average contribution of 
estate crops, including oil palm and rubber, to GDP was 
only 2.2 per cent per year, while in 2012, as the market  
declined, value added dropped below 2 per cent. 

• The contribution of estate crops (including CPO) to 
export incomes has also declined to around 5 per cent.



Conclusions

• Despite these negative economic pronouncements, reforming or even 
dismantling the plantation system will take time.  Statements of good 
intent by some of the large players and the efforts of the RSPO and ISPO 
indicate some change in attitudes. 

• However, it is important to focus on the smallholders and ways of 
improving outcomes  for those with minimal lands, as well as the 
landless and plantation labourers.  

• Independent smallholders in the three provinces under study are 
experiencing a range of outcomes, with much variability and largely 
negative results for those with 2 ha or less, especially with current low 
prices.   

• Rectifying some problems, such as those of poor seed, could be quite 
easily done. With some help, smallholders are capable of improving their 
yields and intensifying their production. Their environmental footprint 
tends to be much less destructive than the large plantations, despite the 
park encroachments in Riau, largely engineered by elites and operators.



• Byerlee’s endorsement of partnerships between 
smallholders and ‘responsible business companies’  has 
been endorsed by recent activities under the auspices of 
ISPO in Riau, with a range of organisations involved. 

• It was also behind the newer iteration of the ‘kemitraan’ 
system outside plantation boundaries (Permentan 98 of 
2013) in which the plantation  would work with a local 
co-operative to improve smallholder outcomes.   

• As Aidenvironment has suggested (2014), FAIR company-
community partnerships should be based on the creation 
of shared values, the respect for rights and the balancing 
of freedom of choice with accountability.  A serious 
commitment would also be needed from government, 
the financial sector and civil society, while existing 
sustainability initiatives could provide the framework.  



There’s still a long way to go. 

Thank You !


