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1.

Introduction

According to ‘The State of Indonesia’s Forests 2018’, Indonesia has 120.6 million ha of forests, which is equivalent
to 63% of its total land area.1 Indonesia’s forest area is categorised into three functions: i) production forest (68.8
million ha or 57% of forest area), ii) protection forest (29.7 million ha or 25% of forest area) and iii) conservation
forest (22.1 million ha or 18% of forest area). Indonesia employs a different definition of ‘forest’ than those
sometimes used elsewhere in the world. The Indonesian definition has been recognised by the United Nations
Framework Convention on Climate Change (UNFCCC) through its approval of Indonesia’s National Forest
Reference Emission Level for Deforestation and Forest Degradation proposal.2 Indonesia is the third biggest
greenhouse gas (GHG) emitter after the United States and China. Indonesia produces approximately 3,014
MtCO2e, and land use change—notably deforestation—accounts for 85% of Indonesia’s yearly emissions and
34% of global land use, land use change and forestry emissions.3 Through a different platform, Indonesia was
ranked the fifth biggest GHG emitter, producing 2,471.64 MtCO2e.4
Indonesia is committed to reducing GHG emissions by 29% compared to the business as usual scenario by
2030.5 The business as usual scenario is projected to be approximately 2,881 GtCO2e in 2030. Such an ambitious
objective could only be realised if everyone, not only the government, took part and contributed in strategic
and measured ways to addressing climate change. For Indonesia, understanding the key drivers of deforestation
will be instrumental, given its contribution to the total global CO2 emissions. Some of the activities identified
as the causes of deforestation include intensification in the felling of natural forests in timber concessions, the
conversion of forest areas for use by other sectors (e.g. agricultural expansion, mining activities, plantations and
transmigration), unsustainable forest management, illegal logging, encroachment and illegal land occupation in
forest areas, and forest fires.6
A study carried out by Toumbourou (2016) using a Delphi approach, identified three main drivers of deforestation
and peatland degradation: i) unclear land tenure and uncertain land classification, ii) business and political
interests that influence policy-making and regulations, and iii) ineffective land use planning.7
Another analysis from Global Forest Watch8 carried out by the World Resources Institute showed that 55% of
forest loss occurs inside the legal concession areas, where removing trees is allowed to some extent, but 45%
of forest loss took place outside the legal concession areas.9 Oil palm expansion has accelerated over time and
in different local contexts. As such, this expansion has occurred over different land uses, ranging from forests,
agroforestry systems and degraded lands. A study by the Center for International Forestry Research (CIFOR) in
Kalimantan confirms the diverse land use dynamics associated with oil palm expansion.10 The lack of oil palm
traceability, as well as lack of law enforcement by the government, has also contributed to deforestation in
Sumatran National Parks.11
1 Ministry of Environment and Forestry. 2018. The State of Indonesia’s Forests 2018. MoEF, Republic of Indonesia. Available at https://www.
academia.edu/39894390/Ministry_of_Environment_and_Forestry_Republic_of_Indonesia. [accessed 31 January 2021].
2 Ministry of Environment and Forestry. 2018. The State of Indonesia’s Forests 2018.
3 PEACE. 2007. Indonesia and Climate Change: Current Status and Policies. PEACE, Jakarta.
4 CAIT. 2014. CAIT Climate Data Explorer. http ://cait.wri.org/historical/Country%20GHG%20Emissions?indicator[]=Total%20GHG%20
Emissions%20Excluding%20Land-Use%20Change%20and%20Forestry&indicator[]=Total%20GHG%20Emissions%20Including%20LandUse%20Change%20and%20Forestry&year[]=2014&sortIdx=1&sortDir=desc&chartType=geo.
5 Indonesia’s Intended Nationally Determined Contribution submitted to UNFCCC on 24 September 2015 (https://www4.unfccc.int/sites/
submissions/INDC/Published%20Documents/Indonesia/1/INDC_REPUBLIC%20OF%20INDONESIA.pdf ).
6 Ministry of Environment and Forestry. 2018. The State of Indonesia’s Forests 2018.
7 Toumbourou, T. 2016. Improving Indonesia’s Forest and Land Governance – Using a Delphi Approach to Identify Efficacious Interventions.
The Asia Foundation. https://asiafoundation.org/resources/pdfs/ImprovingLandGovernanceIndonesia.pdf.
8 Global Forest Watch is an online platform that provides data and tools for monitoring forests. It was established by the World Resources
Institute in 1997. GFW allows anyone to access near real-time information about where and how forests are changing around the world.
https://www.globalforestwatch.org/.
9 Wijaya, A., Juliane, R, Firmansyah, R., Samadhi, T.N., Hamzah, H. 2017. Drivers of Deforestation in Indonesia, Inside and Outside Concession
Areas. World Resources Institute. https://www.wri.org/blog/2017/07/drivers-deforestation-indonesia-inside-and-outside-concessions-areas.
10 Gaveau, D.L.A., Sheil, D., Husnayaen, Salim, M.A., Arjakusuma, S., Ancrenaz, M., Pacheco, P., Meijaard, E. 2016. Rapid conversions and
avoided deforestation: examining four decades of industrial plantation expansion in Borneo. Scientific Reports, 6: 32017.
11 Chain Reaction Research. 2018. The Chain: Lack of Palm Oil Traceability Contributing to Deforestation in Sumatran National Parks.
https://chainreactionresearch.com/the-chain-lack-of-palm-oil-traceability-contributing-to-deforestation-in-sumatran-national-parks/.
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To reduce the extent of deforestation, the Government of Indonesia has promulgated a range of policies,
and ‘The State of Indonesia’s Forests 2018’ describes at length what these policies are. The policies include a
moratorium on the issuance of a new concession permit on areas of primary forests and peatlands since 2011,12
provision of land for communities, resolving land use conflicts, and monitoring environmental permits and law
enforcement. Indonesia is also committed to preventing forest and land fires as well as better managing peat
ecosystems. Involving communities in forest and conservation area management through social forestry and
achieving sustainable forest management through mandatory forest and forest products certifications are also
some of the measures taken by the government. This report will touch upon some of these policies, examine
implementation challenges on the ground, and provide recommendations for supply chain companies to better
align their No Deforestation, No Peat, No Exploitation (NDPE) commitments with the national policy processes.

1.1.

Background

1.1.1. The relevance of undertaking policy reviews
Even though various policies have been established and are in place to govern different aspects of land use
management, environmental degradation and deforestation still occur. We have seen a decreasing trend
in deforestation rates for the past three years, from 1.09 million ha in 2014–2015 down to 0.63 million ha in
2015–2016, and a recent rate of 0.48 million ha for 2016–2017.13 Despite this progress, there is still room for
improvement. To define where improvement is needed the most, such as the shortcomings of the government in
terms of capacity and budget, it is necessary to understand the scope of the respective policies and to assess the
enabling environment so they can be effectively enforced. By doing so, we could expect a greater impact from
the policy investments.
Policy review also informs policymakers on assumptions or evidence they might have initially missed, so they
can be incorporated during later stages of revisions, or on the enactment of new legislation. In the context of
Indonesia, where there is decentralised administration, harmonising the substance of regulations at different
administrative levels is key to ensuring coherence and effectiveness of the national agenda. Therefore,
undertaking reviews for both national and sub-national policies is relevant and important.
There has been growing commitment from the private sector to improve and transform their business practices
so they reflect a more thorough compliance with sustainability principles. At the global level, a newly established
industry platform, the Consumer Goods Forum (CGF), responded in 2010 to increased pressure from civil
society groups by having its members collectively pledge to work towards achieving zero net deforestation for
high forest-risk commodities by 2020. Four years later, as many as 57 transnational companies committed to
eliminating deforestation from the agriculture and forestry sector by 2020 during the 2014 New York Declaration
on Forests. Some of the world’s largest oil palm growers also came together to sign the Indonesia Palm Oil
Pledge, which was the private companies’ coalition for deforestation- and exploitation-free cultivation practices
at their respective United Nations (UN) Climate Summit. Its signatories pledged to adopt deforestation-free palm
oil sourcing across their supply chain, improve smallholder livelihoods and encourage other industry players
to make similar commitments. Furthermore, all firms agreed to independent monitoring and verification and
to publish progress reports to maintain initiative transparency and accountability. However, the coalition had
voluntarily disbanded its presence less than two years after its establishment due to ground-breaking policy
developments in Indonesia, which fulfilled the purpose of the Indonesia Palm Oil Pledge.14
The NDPE Policy has been adopted by major Southeast Asian palm oil traders/refiners since 2013. Through the
NDPE Policy, and other policies, companies require their suppliers to refrain from clearing forests and peatlands
for new oil palm plantations. In Indonesia and Malaysia, company groups with NDPE policies represent 74%

12 Presidential Instruction No.10/2011 on the Postponement of New Licensing and Improvement of Primary Forest and Peatland Governance.
The regulation was initially meant for two years and has been extended continuously up to the present.
13 Ministry of Environment and Forestry. 2018. The State of Indonesia’s Forests 2018.
14 Vaidehi, S. 2016. Indonesian Palm Oil Pledge disbands. https://www.eco-business.com/news/indonesian-palm-oil-pledge-disbands/.
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of the total refining capacity in both countries.15 NDPE, in practice, will be described later in this review. As
the 2020 deadline quickly approaches, taking stock on where the companies are regarding their NDPE Policy
implementation becomes important so that necessary adjustments can be made.
1.1.2. Commodities
As mentioned earlier, the establishment of industrial plantations, be they for oil palm or pulp and paper, has
driven deforestation in Indonesia. Yet at the same time, the contribution of these sectors to the national economy
has been important. Therefore, the timber and oil palm sectors are emphasised within this review. In 2015, the
total value of non-tax state revenues derived from the forestry sector amounted to IDR 4,157 billion or USD 300.8
million.16 The European Union (EU) buys 11%, by value, of timber products and paper exported from Indonesia,
and Indonesia supplies 33% of the EU’s tropical timber imports by value.17 Official 2018 figures indicate that total
production in the pulp and paper sector yielded an export value in excess of USD 12 billion for Indonesia.18
For palm oil, Indonesia produced 34.4 million tons of crude palm oil (CPO) in 2017, and the export value of CPO
reached USD 18.5 billion.19 The tax revenue from oil palm in 2015 amounted to IDR 22.2 trillion.20 Furthermore,
the oil palm sector absorbs a significant number of the Indonesian workforce: 4.5 million people on-farm and 12
million people off-farm.21
1.1.3. Selected landscapes
To better understand the context of policy at different levels of administration/jurisdiction, two landscapes
were selected as case studies: 1) the Siak District and 2) the Pelalawan District. Both districts are in the province
of Riau, Sumatra. Riau is not only the province with the largest oil palm estates (2.26 million ha), it is also the
biggest producer of oil palm in Indonesia (7.7 million tons/year).22 Central Kalimantan is the second largest oil
palm producer (5.2 million tons), followed by North Sumatra (4.4 million tons). In terms of production area, West
Kalimantan ranks second, with 1.5 million ha, while Central Kalimantan ranks third, with 1.35 million ha.
With a total area of 22.5 million ha, Indonesia has the largest peatland area in the tropics,23 and the Sumatra share
is about 8.3 million ha or 30.7%. Almost half (4 million ha) is located in Riau Province. Of the nearly 260 mills in
Riau, more than 20% are in the Siak and Pelalawan districts. These districts have extensive coastal peatlands and
are therefore prone to fire risk. According to the Global Forest Watch (GFW) tool, nearly one-third of the high-risk
mills in Riau are found here. Here are some other reasons why these two districts were chosen:
Siak

•
•
•
•

Important palm production area
Common issues based on field visits and other private sector efforts have been identified in the area, which
could be addressed more effectively at scale
Relationships have been established between palm oil mills and the independent smallholder supply base
Ongoing private sector initiatives

15 Chain Reaction Research. 2017. Unsustainable Palm Oil Faces Increasing Market Access Risks –NDPE Sourcing Policies Cover 74 Percent of
Southeast Asia’s Refining Capacity (Updated Version). https://chainreactionresearch.com/report/unsustainable-palm-oil-faces-increasingmarket-access-risks-ndpe-sourcing-policies-cover-74-percent-of-southeast-asias-refining-capacity/.
16 Indonesian Statistics. 2017. https://www.bps.go.id/publication/2017/07/26/b598fa587f5112432533a656/statistik-indonesia-2017.html.
17 EU FLEGT Facility. 2017. Background. The Indonesia-EU Voluntary Partnership Agreement. http://www.euflegt.efi.int/backgroundindonesia.
18 MoEF Licensing Information Unit. 2018. http://silk.menlhk.go.id/.
19 Indonesian Oil Palm Statistics. 2017. https://www.bps.go.id/publication/2018/11/13/b73ff9a5dc9f8d694d74635f/statistik-kelapa-sawitindonesia-2017.html.
20 https://www.astra-agro.co.id/2018/12/21/penerimaan-pajak-dari-sawit-lebih-rp-20-ttahun/ [accessed 31 January 2021].
21 https://www.pertanian.go.id/home/?show=news&act=view&id=1663 [accessed 31 January 2021].
22 Indonesian Oil Palm Statistics. 2017.
23 Page SE, Rieley JO, Banks CJ. 2010. Global and regional importance of the tropical peatland carbon pool. Global Change Biology,
17:798–818. doi: 10.1111/j.1365-2486.2010.02279
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•

Positive enabling environment, with non-governmental organisations (NGOs)24 and district government
actively committing to green growth and production.25

Pelalawan

•
•
•
•
•
•

Third largest palm oil production area in Riau
Large number of high-risk mills, buyers have committed to ‘verify’
Large and expanding smallholder production base
Longstanding local and international NGO focus (e.g. Tesso Nilo NP), with an emerging consensus amongst
buyers on the need to address this
Existing multi-stakeholder platform facilitated by the United Nations Development Programme (UNDP) on
sustainable palm oil (‘FoKSBI’; Indonesian Sustainable Palm Oil Forum)26
Weaker enabling environment than Siak, particularly in terms of civil society support and political will.

1.1.4. Companies
There are, at the very least, seven companies27 whose sustainability policies are reviewed and referred to in this
report. This review also builds on the previous policy benchmarking work28 of several supply chain companies.
Of the 51 mills in the respective districts, nearly all supply is traded by the two buyers among these companies.
The selection of companies was based on shared responsibility regarding the supply chain. For example, there
are 21 mills located in the high-risk area, according to GFW. Fifteen of 21 high-risk mills are shared by at least two
buyers and nine high-risk mills are shared by at least four traders.

1.2. Objectives of this review
The objectives of this review are to:

•
•
•

Provide an overview of the national/sub-national policy context as well as private sector commitments in
relation to deforestation, peat protection, human rights and smallholders.
Identify gaps between the existing policies and their practical implementation and recommend workable
measures to close/minimise the gaps.
Provide recommendations for the supply chain companies to better align their NDPE commitments with the
national policy processes.

1.3. Methodology
This review was carried out mostly through desk studies of various policies issued by the Government of
Indonesia and the private sector (i.e. supply chain companies relative to deforestation, peat management,
sustainability and social safeguard issues). Interviews were also undertaken with key informants from companies
and NGOs to better capture the policy context and challenges. Some hands-on experience of the authors was
also used as a source of information. Gaps identified were derived from the challenges in policy implementation.

24 In Siak, Sedagho Siak, which is a coalition of 17 civil society organisations (Winrock, LTKL, Koaksi Indonesia, WRI, CSF, Madani, RA,
WALHI, JMGR, Jikalahari, YMI, Greenpeace, Elang, Kaliptra, Serikat Petani Kelapa Sawit, Eco Nusantara, Fitra), works closely with the local
government in formulating the Road Map for Green Siak.
25 Bupati’s Decree No.22/2018 on Green Siak District, enacted on 25 January 2018.
26 Forum Kelapa Sawit Berkelanjutan Indonesia.
27 Unilever, Neste, Danone, Pepsico, Cargill, SinarMas Business and Food, Musim Mas.
28 Policy benchmarking work is available upon request.
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2.

Overview of the No Deforestation Policy

2.1. Existing policies
The Government of Indonesia has established numerous regulations to avoid deforestation. Deforestation can
occur as the result of activities such as timber extraction, agricultural expansion and infrastructure extension.29
To avoid irresponsible deforestation, the government has established regulations to support the effort to repress
the size of forest loss. Law 18/2013, regarding forest destruction prevention, and Presidential Instruction 8/2015,
regarding postponement of granting new permits and improving governance of primary forests and peatlands,
are pointing Indonesia towards better law enforcement in the forestry sector and providing opportunities to
improve forest management (see Annex 1 for list of deforestation regulations). Presidential Instruction 8/2015
strictly regulates the legal ownership of permits before any activities in the forest is allowed, both for individuals
and groups, including the operation of machinery.
Deforestation is closely associated with fire30 because fire is considered to be a cheap approach to land clearing,
and deforestation by fire has become a concern for both national and sub-national stakeholders. In 2015,
deforestation due to forest fires reached its highest level, thanks to dry seasons caused by to El Niño conditions.
According to data compiled by the Ministry of Environment and Forestry (MoEF), 2.6 million ha of forest were
burned in 2015.31 After this natural disaster, national and regional governments became concerned with how to
reduce forest fires, and the Government of Indonesia issued a Presidential Instruction 11/2015 to improve control
of forest and land fires.
For companies, this is an additional instruction that prohibits them from burning land in their concession areas.
After the regulation is issued at national level, it is then implemented at a regional level in the form of a provincial
or district regulation. Jambi, South Sumatra, South Kalimantan and Pontianak are areas that promulgated
their own regulations to control forest fires. But fire control is not solely the responsibility of the government.
Companies, as direct actors whose activities involve land clearing, must be aware of fire use in their areas.
For example, Golden Agri Resources (GAR) ensures that their areas do not use fire for land clearing, with their
commitment articulated in their company policy:
“The company does not tolerate the use of fire in the preparation or development of land.”32
Progressive companies are aware of the harm of burning for land clearing and are equipped with advanced
technology and procedures to ensure that forest fire is avoided and, if it does occur, how to best deal with it by
applying best management practices. In relation to forest fires, the government also has forest fire rangers called
‘Manggala Agni’ to deal with forest fires. The formation of the Manggala Agni was based on forestry regulation
41/1999, which states:
“Protection of forests and forest areas is an effort to prevent destruction of forest, forest areas and forest products caused
by human actions, livestock, fires, natural events, pests and diseases.”33
Government efforts to reduce the occurrence of forest fires are aligned with government ambitions to reduce
GHG emissions from the forestry sector by reducing the rate of deforestation, one strand of which is to prevent
forest fires.
While deforestation continues, notably driven by forest fire, the Government of Indonesia has targeted
GHG emission reductions of 26% through the National Action Plan, including the Reducing Emissions from
29 Geist, H.J. and Lambin, E.F. 2001. What Drives Tropical Deforestation? A meta-analysis of proximate and underlying causes of deforestation
based on subnational case study evidence. LUCC Report Series No. 4. Available at https://www.pik-potsdam.de/members/cramer/
teaching/0607/Geist_2001_LUCC_Report.pdf [accessed 26 January 2021].
30 Coe, M.T., et al. 2013. Deforestation and climate feedbacks threaten the ecological integrity of south-southeastern Amazonia. Philosophical
Transactions of the Royal Society B, 368(1619): 20120155. https://doi.org/10.1098/rstb.2012.0155.
31 SiPongi Karhutla Monitoring System. 2015. Directorate of Forest and Land Fire Control, Ministry of Environment and Forestry, Indonesia.
32 GAR SMART Policy on Zero Burning Policy. See https://goldenagri.com.sg/sustainability/forest-conservation/fire-management/.
33 Law 14/1999. See https://jdih.esdm.go.id/storage/document/uu-41-1999.pdf.
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A no-deforestation
policy covers no
conversion of primary
forests in the supply
chain, no use of fire in
planting preparations,
replantings or land
developments, and
commitments on
reducing GHGs

Deforestation and Forest Degradation Programme in the forestry sector.34
In the National Action Plan, forest and peat fire prevention play critical roles
in reducing GHG emissions and are part of provincial and regional plans as
well. Central Kalimantan, South Sumatra and West Sulawesi provinces have
adopted the National Action Plan on GHG emissions reduction into a Regional
Action Plan. Siak District has also made a breakthrough with its Green District
Declaration, which published progressive regulations and integrated High
Conservation Value (HCV) and High Carbon Stock (HCS) areas into the policy to
support GHG emission reduction targets.
“The direction of the Green Siak policy towards peat protected areas, peat dome,
or important areas of High Conservation Value (HCV), High Carbon Stock (HCS) or
potential utilisation of local communities is to protect those areas and will not issue
any permits for forestry and plantation businesses upon the areas.”35

Most companies are aware of the effect of over-utilisation. As natural resource availability and resilience
decreases, companies are developing NDPE policies and are trying to comply with their policy. To support their
NDPE policies, companies must adopt a HCV and HCS approach (HCSA) and put it in their strategic plans. Major
companies, such as Apical, Astra Agro Lestari , Asian Agri, Wilmar, Cargill, Musim Mas, GAR, Unilever and Neste
have committed to use HCV and HCS as part of their strategies. The designated areas for HCV and HCS are
managed to maintain or enhance their function.
The No Deforestation Policy covers no conversion of primary forests in the supply chain; no use of fire in planting
preparations, replantings or land developments; and commitments on reducing GHGs. Private actors publicly
declare to adhere to multi-stakeholder led initiatives in determining no deforestation (HCV and HCS) where these
identified areas in their concessions will be kept, conserved and managed, instead of being developed. HCV
and HCS define forest area based on levels of biomass, vegetation structure and composition. Examples of no
deforestation (HCV and HCS), no peatland development and no burning policies include:
“Protect High Conservation Values as defined by the HCV Network.”36
“Protect High Carbon Stock (HCS) forest areas through an approach which uses various analytical methods such as satellite
analysis and fieldwork to distinguish natural forest from degraded lands with only small trees, scrub, or grass remaining.”33
“APP and its suppliers will only develop areas that are not forested, as identified through independent HCVF [High
Conservation Value Forest] and HCS assessments.”37
On the Asia Pulp & Paper Group (APP) website, APP claim that they have conducted an initial assessment of their
entire supply chain. They have prioritised HCV and HCS assessments in those concessions that, up to now, have
been supplying the company with natural forest fibre. Therefore, HCV and HCS areas will be protected. It is also
important for companies to monitor whether the policy is really being implemented in the field. Hence, third
party monitoring is sometimes necessary in the form of certification or use of a monitoring platform.
The No Deforestation Policy applies to all owned plantations and subsidiaries, including suppliers and
contractors where the time bound commitments should be achieved in 2020, hinging on commitments made by
the CGF in 2010. It is interesting to note that HCV and HCS discourse occurs only in association with companies.
The Government of Indonesia and companies have different approaches to defining forests and deciding areas
for development, which could result in policy gaps.
34 Thamrin, S. et al. 2011. Guideline for Implementing the Green House Gas Emission Reduction Action Plan. Ministry of National
Development Planning/National Development Planning Agency, Jakarta. Available at http://ranradgrk.bappenas.go.id/rangrk/admincms/
downloads/publications/Gudeline_for_implementing_green_house_gas_emission_reduction_action_plan.pdf [accessed 26 January
2021].
35 Bupati Siak Decree 22/2018 – Green Siak District.
36 Neste Oil No-Deforestation and Responsible Sourcing Guidelines for Renewable Feedstock.
37 APP Forest Conservation Policy. See https://asiapulppaper.com/sustainability/roadmap.
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2.2. Alignment of the policies
Possible mismatches in the definition of forests between government and companies is likely caused by the
differences in how they perceive forest and deforestation. According to Government of Indonesia, forests can
be divided into ‘forest area’ and ‘forest cover’. ‘Forest cover’ refers to all forms and types of forest that exist
on the surface of the Earth. It can also be said that forest cover is the same as a ‘forested area’ but not ‘forest
area’. ‘Forest area’ refers to the areas that the Government of Indonesia has designated as such. Forests are also
classified according to their function and include Protection Forests, Production Forests, Limited Production
Forests, Conservation Forests, National Parks, Wildlife Reserves, and Other Use Areas/Zones.38 For example, in
Other Use Zones (or ‘Area Penggunaan Lain’ (APL)), companies are allowed to clear forest cover for agricultural
expansion. Apart from APLs, other forest function areas cannot be converted for agriculture and timber can
only be extracted from production and limited production forests. Therefore, legal deforestation is most likely
allowed in APLs, regardless of forest cover within these areas. These definitions are used by the Government of
Indonesia as a basis to generate policies.
Meanwhile, companies comply with policies, adopt various forms of policies and translate different aspects
usually in the form of a commitment (NDPE commitment), such as the High Carbon Stock Approach (HCSA). The
HCSA is a methodology that is useful for identifying land eligible for plantation development as well as long-term
forest protection objectives based on HCSA criteria. This methodology has been developed to differentiate areas
of natural forest from degraded land (former forests) that currently incorporates a small number of trees, shrubs
or grasslands.39 Areas with low carbon stock, such as shrubs and grasslands, can be considered for converting into
plantations. This means that forest areas that have young regenerating forests and secondary forests containing
HCV and biodiversity should be considered as HCS areas that are marked for conservation.
The HCSA could result in miscommunication between government and company actors if differences in
deforestation definitions are not jointly recognised, resulting in companies’ HCS work being ignored by national
and regional spatial planning. Although the government and companies have the same objective, it is likely they
do not possess the same reasons for accelerating work on halting deforestation. The Government of Indonesia,
with national and regional policy processes, and companies with market signals are not always aligned when it
comes to halting deforestation. In other words, from the perspective of the government, forest loss can still be
legal. It is essential for companies to actively engage with the government to inform them about the reasons (or
market signals) behind the company’s commitments to stopping deforestation and try to obtain government
support to accommodate their strategies into the spatial planning.

2.3. Implementation of the policies
The Government of Indonesia has already established an integrated, collaborative plan for combatting forest fire:
the ‘Grand Design on Forest, Land, and Plantation Fires 2017–2019’. However, forest fires still occurred in several
regions in 2017, although they were not as severe as forest fires in 2015. The Government of Indonesia has claimed
to have reduced approximately 80% of forest fires since 2017 with cooperation between national and provincial
government, local communities and local forest management units. The efforts made to reduce forest fires vary
from forest and land rehabilitation to community-led engagement on forest protection and ecosystems as well
as a fire free village cooperation with Manggala Agni (MoEF forest firefighters). Companies in the surrounding
areas sometimes have their own fire management programme and firefighter units.
The government and the private sector often work separately on the need to combat deforestation to deal
with the pressure of other stakeholders. Several government laws (e.g. Law 32/2009 regarding protection and
management of the environment; Law 18/2013 Prevention and Eradication of Forest Destruction) that carry
considerable punishment for violation are working; although there is always room for improvement. In 2015,
38 Indonesian Law 41/1999.
39 HCSA. 2017. High Carbon Stock Approach Toolkit. http://highcarbonstock.org/wp-content/uploads/2017/05/HCSA-Toolkit-v2.0-Module-1Introduction-190917-web.pdf.
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there were at least 23 companies punished for illegal deforestation in various forms, such as revocation and
suspension of licenses.40
For the private sector, implementation of their NDPE commitment in their operations is gradually achieving
sustainable production, and there are opportunities for alignment between government policies, development
programmes and companies’ commitments towards sustainable forest and effective land use management.
Box 1 provides an example of collaboration between regional government agencies and the private sector.41

Box 1: The APP effort on alignment with regional government policy
In 2015, the Asia Pulp & Paper Group (APP) expressed its support for the South Sumatra Provincial
Government in addressing the issue of deforestation and reducing greenhouse gas (GHG) emissions.
This is done by developing a multi-stakeholder approach to realise responsible landscape management.
In this multi-stakeholder model, the South Sumatra Provincial Government has divided the area into
three landscapes: i) the peat and mangrove areas, ii) the watershed area and iii) the lowland area. APP
stated that its aim is to develop best practices for peatland management as an example of carrying out
an integrated approach to help overcome deforestation and reduce GHGs while supporting the welfare
of local communities.
Government and companies have different resources and expertise in terms of halting deforestation (e.g. forest
rangers, firefighters, forest conservation, national park management teams), which may be complementary, and
with collaboration, they are likely to generate greater impact on sustainability. There are many opportunities
for cooperation between companies and the government, such as improving forest boundaries and preserving
endangered flora and fauna species in particular areas with efforts to build trust and communication through
national policy processes.
For the palm oil sector, a platform for multi-stakeholder discussion, including sustainability topics, was
established in 2017. The FoKSBI platform is led by UNDP and the Ministry of Agriculture of Indonesia. In fact,
some regions have already established a platform to foster sustainable palm oil development, such as FoKSBI
Pelalawan. For forest commodities, there is a multi-stakeholder forestry programme, which supports the
reformation of forestry governance through the Timber Legality Verification System in an effort to reach good
forestry governance. The example of an established platform/programme should be utilised efficiently to foster
collaboration between public and private sectors and civil society organisations and could be a way to support
both national and sub-national decision making.

2.4. Support and capacity building
Companies need to actively engage with the Government of Indonesia to align their targets with the
government’s. Companies’ awareness regarding national and sub-national policy processes could accelerate
and better integrate company and government activities, resulting in achieving both targets. However, while a
company’s engagement effort aims to be on the same page as the government, it also needs collaboration from
the company’s various stakeholders.
The government needs to ensure that companies are aware of national and sub-national policy processes and
initiatives. This would help companies to better plan their interventions. For example, instead of making a
new, single initiative, a company could align with other existing initiatives to foster their growth, resulting in a
wider impact. Siak is one example of a district that is adjusting to a wider standard where their smallholders are
encouraged to become certified and adopt the HCSA. This effort requires vast support from various stakeholders,

40 Ministry of Environment and Forestry Press Release No: S.825/PHM-1/2015.
41 Asia Pulp & Paper Press Release. 2015. Asia Pulp & Paper Supports the Government of South Sumatra in a Landscape Approach to Reduce
GHG Emissions. https://asiapulppaper.com/-/asia-pulp-paper-supports-south-sumatran-government-s-landscape-approach-1.
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including companies. Furthermore, companies could map their concessions and try to find out which initiatives
are taking place around these concessions and try to communicate on how to improve sustainability within the
landscape.

2.5. Moving forward
It is essential to keep the discussion around deforestation moving between government and companies
so that future mutual collaboration in natural resource management and monitoring continues, especially
concerning land use. It is also important to look beyond symptoms of deforestation (e.g. fire) because, according
to Purnomo,42 discrepancy exists in terms of forest fire causes. More intensive patrolling by forest brigades to
control and monitor land use is one of the proximate keys to reducing forest fires.43 Company-led collaboration
is expected to push down forest fire rates because companies (including smallholders) are the frontline actors of
natural resource utilisation.
Another important issue linked to the underlying causes of deforestation is the inability of the spatial planning
process to consider the wider landscape inputs that a company could have. Inputs from companies are essential
to determining better landscape management for national and sub-national interests. Figure 1 shows the steps
that could be taken by companies if the intention to engage is planned.

Decide whether to
conduct jurisdictional or
landscape engagement
based on working area

Identify existing
national and/or
sub-national policy
processes

Identify exisiting
national and/
or sub-national
initiatives

Plan the entry
points and
communications

Figure 1: Decision-making steps on engaging with existing initiatives
Identifying possible organisations and initiatives within the jurisdiction/landscape is crucial for managing
deforestation, as this would bring together more stakeholders to deal with the key issues driving deforestation.
Stakeholder and initiative mapping will avoid a proliferation of interventions and instead increase the efficiency
and impact of those initiatives that exist in an area. Furthermore, learning from the experience of the identified
initiatives will ensure that the proposed collaboration has a greater chance of having an impact.

42 Purnomo, H., Shantiko, B., Sitorus, S., Gunawan, H., Achdiawan, R., Kartodihardjo, H., Dewayani, A.A. 2017. Fire Economy and Actor Network
of Forest and Land Fires in Indonesia. Forest Policy and Economics, 78: 21–31. https://doi.org/10.1016/j.forpol.2017.01.001.
43 Aminingrum. 2017. Forest Fire Contest: The Case of Forest Fire in Indonesia. International Institute of Social Studies Erasmus.
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3.

Overview of the No Peatlands Development Policy

3.1. Existing policies
Peat has become a high priority issue for the government during the last five years (2014–2019). This is because
peat ecosystems are rich in carbon and biodiversity.44 This prioritisation was indicated by the establishment of
Presidential Instruction 8/201545 on Peat and Primary Forest Moratorium and a new government organisation
called the ‘Peatland Restoration Agency’ (BRG) (see Annex 1 for a list of no peat development regulations).
BRG was formed on 6 January 2016 through Presidential Regulation Number 1 of 2016. BRG works in a
special, systematic, directed, integrated and comprehensive manner to accelerate the recovery and return of
hydrological functions of damaged peat mainly due to fire and drying. BRG has been developing a strategic plan
to achieve the target of restoring peatlands in seven provinces (Riau, Jambi, South Sumatra, West Kalimantan,
Central Kalimantan, South Kalimantan and Papua). The strategy consists of programmes such as peat rewetting,
revegetation and a Peat Care Village programme, which involves establishing alternative livelihoods to support
the communities’ source of income.46
Rewetting of dry peat caused by a decrease in peat water level is done by constructing canal blocks, canal
stockpiles and artesian wells. The canal blocks aim to increase the water retention capacity of the canal body
and its surroundings and prevent a decrease in peat water level so that the surrounding peatland remains wet
and less flammable. Canal stockpiling increases sedimentation and siltation of the canal body with the aim of
reducing the drainage power of the canal to maintain its water level. Artesian wells aim to overcome the scarcity
of surface water sources, which generally occur during the dry season,47 by mining underground water resources
for rewetting purposes. Further, revegetation also occurs to restore land cover in peat ecosystems through the
planting of native plants in protected functions or with other types of plants that are adapted to wetlands and
possess economic value through their cultivation.
To underpin the technical activities being undertaken in an effort to restore and protect peat, the government
feels that community’s participation is important. Thus, BRG also established the Peat Care Village Programme.48
The Peat Care Village Programme includes facilitation activities for the development of rural areas, village and
rural spatial planning, conflict identification and resolution, recognition and legalisation of rights and access,
institutions for hydrological and land management, inter-village cooperation, and economic empowerment as
well as strengthening local knowledge and village community preparedness in the face of peat fire disasters.49
These activities underlie peat regulation 57/2016, which emphasises that peat with depth >3 m; with genetic
resources or endemic species; with protected species; and located in a protection area based on a spatial
plan (protection forest and conservation area) is designated as a protection function.50 This means that
peat development is still feasible and can be utilised with care at a depth <3 m.
As a legal business entity under Indonesian law, a company is expected to comply with Indonesian regulation.
As products of compliance, companies produce internal policies based on government policies with further
advance modifications. NDPE policies regarding peat protection and restoration are highly appreciated because
the policies can relate to both national policies and regional policies to ensure the reduction of GHG emissions
and further avoidance of disasters caused by peat development. Examples of no peatlands development policies
include:
44 Seymour, F., and Samadhi, T.N. 2018. To Save Indonesia’s Carbon-Rich Peatlands, Start by Mapping Them. https://www.wri.org/
blog/2018/01/save-indonesias-carbon-rich-peatlands-start-mapping-them.
45 Environmental Defense Fund and Forest Trends. 2017. Collaboration Toward Zero Deforestation. https://www.forest-trends.org/wpcontent/uploads/2017/09/doc_5617.pdf.
46 About Indonesian Peatland Restoration Agency. see https://brg.go.id/program-kerja/.
47 Peatland Restoration Agency – Rewetting. see https://brg.go.id/pembasahan-gambut and https://brg.go.id/program-kerja/.
48 Peatland Restoration Agency – Revegetation. see https://brg.go.id/program-kerja/.
49 Peatland Restoration Agency – Strategic Working Plan. See https://brg.go.id/rencana-kerja-strategis/.
50 Government Regulation 57/2016 as the revision for Government Regulation 71/2014 regarding Peat Ecosystem Management and
Protection.
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“No Development on Peatland regardless of Depth. A peat soil contains more than 65% organic matter. Wilmar will not
accept any development of any peatland, regardless of the depth of peat in accordance with the full scope of this policy.”51
“Where Feasible, Explore Options for Peat Restoration by Working with Expert Stakeholders and Communities.”52
According to their policies, companies do not allow any development within the designated peatlands area
regardless of the depth. As the policies develop, many farmers/smallholders and companies that supply to the
refineries try to avoid planting palm oil in peat land areas due to the risk of being unable to sell the fruit, although
there is still ongoing debate on how existing plantations and smallholders on peat need to be regulated. In
addition to the Peat Policy, private companies have committed to protect, where possible, any peatlands in their
own operations and third-party suppliers.

3.2. Alignment of the policies
Peat is an important area for both the government and companies in regards to complying with set targets
and commitments (e.g. GHG emission reductions). Both actors directly contribute to peat management,
restoration and protection in the landscape. Furthermore, the Government of Indonesia has issued Regulation
71/2014 regarding Peat Ecosystem Management and Protection as well as technical regulations to support peat
protection and restoration, including the MoEF Regulation 14/2017, concerning Procedures for Conducting
an Inventory and Determining the Function of Peat Ecosystems; the MoEF Regulation 15/2017, concerning
Procedures for Measuring Groundwater for Peat Ecosystems; and the MoEF Regulation 16/2017, concerning
Technical Guidelines for Peat Ecosystem Recovery.
BRG, as an institution that focuses on peat restoration and protection, conforms to the laws mentioned above
and has established the Peat Care Village Programme for designated peat areas to show how peat management
could support and generate livelihoods based on soil compatibility. Meanwhile, big palm oil and timber
companies contribute to peat management by complying with their NDPE policies, supporting the Peat Care
Village Programme and by avoiding sourcing raw material from peat areas. Considering what the government
and company actors are doing in the field, there is a huge opportunity for their collaboration to achieve greater
impact regarding peat management.
It needs to be acknowledged that in terms of regulation regarding peat management, most companies use
reassuring words to avoid any debates, arguments and discourses about peatlands in their supply chains.
Companies need to ensure that no peat development occurs within their supply chains. In other words, their own
policies need to be more stringent than Indonesian law, which allows for a minimum depth of organic matter to
be developed.

3.3. Implementation of the policies
Companies’ NDPE policies are inevitable, and to comply with them, not sourcing from peat is one of the
mandatory requirements. But, unwittingly, these regulations affect wider stakeholders. For example, smallholders
who supply their fruit to companies and who operate their plantation activities on top of peat areas are at risk
of being unable to sell their fruit. Therefore, smallholder interventions needs to be designed carefully to achieve
best peatland management with effective landscape planning.53 It is important to introduce the farmers to other
beneficial commodities and best peat management practices. By introducing other commodities, it is expected
that the peat restoration still can be continued along with the community’s livelihoods. The cooperation
between government and companies is crucial to ensure that the affected community’s interests can still be
accommodated.

51 Wilmar International Limited. 2013. No Deforestation, No Peat, No Exploitation Policy. https://www.wilmar-international.com/wp-content/
uploads/2012/11/No-Deforestation-No-Peat-No-Exploitation-Policy.pdf.
52 Ibid.
53 Daemeter. 2015. Overview of Indonesian Oil Palm Smallholder Farmers. http://daemeter.org/new/uploads/20160105233051.Smallholders_
Book_050116_web.pdf.
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Companies, under the umbrella of the Forestry Business Association, as shown in Box 2, support and adjust
the Peat Care Village Programme alongside the Government of Indonesia. This type of support is necessary for
companies to achieve greater impact, rather than working independently.

Box 2: Indonesian Forestry Business Association support of the Peat Care Village
Programme
The Peat Restoration Agency (BRG) is working to restore peatland with a village development approach
based on the peat ecosystem landscape in the Peat Hydrological Unit. The Indonesian Forestry
Business Association supports the existing peatland restoration programme approach and agrees
that peatland restoration must be carried out at the landscape level. Peatland restoration in Industrial
Plantation Forest concessions cannot be separated from the surrounding rural areas. In this context,
the Peat Care Village (DPG) Programme, which is placed around the Industrial Plantation Forest area,
will be integrated with restoration activities in the concession area. Based on existing data, the DPG
target in 2017–2018 consisted of 338 villages, spread across 5 provinces, namely Riau, Jambi, South
Sumatra, Central Kalimantan and West Kalimantan. So far, the programme implemented by association
members, such as Fire Care and Free Village, is not only for fire prevention but also includes increasing
land productivity, increasing villagers’ participation in protecting forest resources, preventing conflicts
and improving relationships, harmonising with the communities and improving product marketing
partnerships. The ultimate goal of the community empowerment programme, synergised with the DPG
Programme, is the establishment of the Independent Village, which is capable of wisely and sustainably
managing peatlands in rural areas.

3.4. Support and capacity building
Facilitated company-led cooperation with the government can be initiated, and this cooperation could aim,
for example, to provide company support for cross visits to BRG programme villages to directly observe
implementation of the BRG activities. Such a cooperation scheme, as previously described, could also support
companies that have mills or activities near the designated village, to deal with risks and benefit from peat
restoration and protection. These activities could be claimed as complying with their NDPE policies and current
certification requirements. However, some private sector companies, namely APRIL, Asian Agri, Musim Mas and
Wilmar, have initiated a Fire Free Alliance platform to share APRIL’s study on how APRIL could develop a Fire
Free Village Programme in nine villages in Riau Province.54 Another example of a company-led initiative is an
ecosystem protection project from APRIL as described in Box 3. The initiative has contributed to the Government
target on peat restoration. It can be expected that APRIL’s case study will be a valuable asset to spread the
knowledge to other companies and reach a wider landscape with support from the government.

Box 3: The Ekosistem Riau Project by APRIL Group
Peatland protection comprised of three activities: i) rewetting, ii) revegetation and iii) restoration. One
example of a peatland restoration model is the Restoration Ecosystem Riau (RER) Project by APRIL
Group in Kampar Peninsula and Padang Island, where the group is granted a 60-year license to conserve
and restore the area. The RER project was established to address the main challenges in peatland
protection by means of a landscape approach, collaboration with non-governmental organisations
and governments, a scientific approach (canal blocking, replanting peatland species) and social and
community livelihoods.

54 April. 2016. Fire Free Alliance to Extend Fire Prevention to Broader Landscape. https://www.aprilasia.com/id/images/pdf_files/ffa-mediarelease.pdf.
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Another relevant support activity regarding peat is for companies to conduct awareness raising and capacity
building with peat communities and suppliers in designated areas in cooperation with the government. It is
essential to introduce farmers/smallholders to best peat management practices, even in areas where peat depth
is >3 m because there is still risk of flooding due to subsidence. Therefore, to keep the same level of awareness
and care, villages in areas with peat depths >3 m should also be exposed to best peat management practices.
Following awareness raising, flood and submerged area mapping is important for prioritising areas that need
to be managed with higher supervision and, simultaneously, for introducing new plant species that are more
suitable for growing in peat. Communities need to be taught that peat canals can also be utilised as fish ponds.
These activities have a high possibility of being supported by both government and companies.

3.5. Moving forward
Data regarding the depth of peat and lists of on-going activities in peat are essential for mapping and deciding
which areas need support and what kind of interventions should be established. The discussion (proposal) could
be extended after a feasible intervention has been identified. In 2016, the Government of Indonesia enacted the
One Map Policy, with the goal of making geospatial data available to the wider public, including information on
peat areas.
Under the Peat Care Village Programme, Proforest has initiated collaborations with BRG, with support from
several palm oil companies. This collaboration also aims to conduct a pilot project regarding HCS assessment
for smallholders. This type of collaboration is expected to grow and be replicated as an effort of alignment
between public and private sectors. Matching data is essential, including village profiles and initiatives between
government and companies; having the same focus in terms of study area will help actors to formulate the best
programme to achieve the greatest impact.
To align activities, facilitation in the form of workshops that introduce actors’ activities are one option for
shedding light on possible collaboration activities to achieve the greatest impact. Companies are expected
to engage actively to support the government programme, including BRG, and to foster peat restoration and
protection. In this sense, companies can consider the activities as compliant with their NDPE commitments and
responsibilities to the surrounding communities (peat villages).
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4.

Overview of the Human Rights Policy

4.1. Existing policies
This chapter discusses social responsibility and human rights issues, which are broad and extensive. Human
rights issues are comprised of–but not limited to–child labour; forced labour; worker rights; minimum wage;
health and safety; land rights; conflict management; Free, Prior and Informed Consent (FPIC); gender equality and
decent living conditions.
Human rights issues have been anchored by the private sector through the acronym “E”: no exploitation of the
NDPE commitment, which was started in 2013 by Wilmar (see the Wilmar Sustainability Policy). The commitment
made by Wilmar has positioned human rights commitments more strongly in needing to be addressed, whereas
previously human rights issues were implicitly stated. For example, in 2010 the CGF pledged zero deforestation
and a Unilever position on eliminating deforestation by 2020, including a commitment to FPIC for developments
involving indigenous peoples and small-scale farmers dependent on forest resources. Human rights were not
otherwise clearly stated.
The Human Rights Policy is a node of no exploitation–on labour, community empowerment, gender inclusivity
and indigenous peoples–in the area of operations. Human rights policies developed by the private sector are
anchored in international covenants, such as the UN Universal Declaration of Human Rights, the International
Labour Organization (ILO) core conventions on labour standards and the Food and Agriculture Organization
(FAO) Voluntarily Guidelines on the Responsible Governance and Tenure of Land, Fisheries and Forests in the
Context of National Food Security. The international covenant that most private sector actors endorse in their
human right policies is the UN Universal Declaration of Human Rights, which proclaims 30 basic human rights.
However, some companies’ commitments go beyond this, such as Unilever. The company endorses the UN
Guiding Principles on Business and Human Rights, which is embedded throughout Unilever’s operations. The
other covenants endorsed by Unilever are the human rights commitment of the International Bill of Human
Rights consisting of the UN Universal Declaration of Human Rights; the International Covenant on Civil and
Political Rights and the International Covenant on Economic, Social and Cultural Rights; and the ILO Declaration
on Fundamental Principles and Rights at Work.
More recently, giant palm oil companies, such as Neste, GAR, Bumitama Agri, First Resources and Apical, have also
pledged and addressed human rights issues. However, the degree to which these issues are being addressed by
palm oil private sector actors is varied. The commitment to addressing human rights issues has been spreading
widely, not only in the palm oil sector but also in other sectors, such as timber, soy and cacao. Both APP’s Forest
Conservation Policy (2013), which includes a social and community engagement section, and the 2014 New York
Declaration on Forests exemplify the dissemination of the concept of addressing human rights issues in supply
chain commodities across sectors.
Growers, millers and refiners that are committed to zero tolerance on human rights violations should ensure that
their third-party suppliers comply with the policies, especially when companies source from smallholders who
deal with intricate relationships between agents and middlemen. Hence, this chapter categorises the human
rights issues interplayed in palm oil companies and palm oil smallholdings into three parts: i) community and
engagement, ii) labour and iii) gender.

4.2. Community and engagement
Two core laws for the references of oil palm plantations are: i) Law No. 39/2014 on Plantation and ii) the
Regulation of Ministry of Agriculture No. 98/2013 on Guidelines of Plantation Permittance. The Ministry of
Agriculture later imposed the Regulation of the Minister of Agriculture No. 11/2015 on the Indonesia Sustainable
Palm Oil (ISPO) certification system, which mandatorily applies to all palm oil producers in Indonesia. The
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standard is comprised of six elements: i) legality, ii) agricultural practices, iii) environmental management, iv)
labour, v) social responsibility and vi) community empowerment.
The Ministry of Agriculture has also enacted regulation No.98/Permentan/OT.140/9/2013 on Guidelines of
Plantation Permittance. This regulation aims to inventory and consolidate data of palm oil smallholders in
Indonesia. The regulation is mandated to the head of districts/municipalities. Palm oil smallholders in Indonesia
are scattered and unidentified, accounting for 45% of fresh fruit bunch (FFB) (of palm oil) production.55

Companies must be
continuously aware of
the risks and be able to
respond to any raised
issues and disputes by
communities

Companies must be continuously aware of the risks of social impacts and
be able to respond to any issues raised and disputes by communities.
Communities inside and outside concessions have been affected directly
and indirectly due to operations. Therefore, companies need to develop
grievance mechanisms to acknowledge and resolve issues in systematic
and documented ways. Below are some examples.

“Wilmar operates a Grievance Procedure to enable any stakeholder to raise a
grievance against any party. All grievances logged under the Grievance Procedure
shall be dealt with in a timely manner, and all investigations and findings will be
reported transparently with full public disclosure. Suspension of a supplier will be imposed at the group basis; only after the
group has met the minimum requirements for re-entry will Wilmar consider resuming business.”56
“In order to avoid and resolve social conflicts across its supply chain APP will actively seek and incorporate input and feedback
from a wide range of stakeholders, including civil society, as it implements the following set of principles:

•
•
•
•
•
•
•

Free, Prior and Informed Consent of indigenous people and local communities
Responsible handling of complaints
Responsible resolution of conflicts
Open and constructive dialogue with local, national and international stakeholders
Empowering community development programs
Respecting human rights
Recognising and respecting the rights of its workers

Compliance with all relevant laws and internationally accepted certification principles and criteria.”57
In parallel to a grievance mechanism, the palm oil private sector has endorsed the right to FPIC, which is included
in the RSPO Principles and Criteria and the HCV-HCSA toolkit. FPIC is a systematic, step-by-step tool to prevent
any upcoming issues raised. The commitments below exemplify palm oil company commitments to implement
the FPIC process in their operations to avoid human rights violations in their supply chains.
“Asian Agri respects the rights of communities to give or withhold their free, prior and informed consent (FPIC) for the use of
their lands. We always conduct an environmental impact assessment (EIA) and actively engage the community.”58
“Respect the Rights of Indigenous and Local Communities to give or withhold their Free, Prior and Informed Consent (FPIC) to
Operations on Lands to Which They Hold Legal, Communal or Customary Rights.”59
FPIC and grievance mechanisms are put in place to minimise incidences of disputes and to settle and solve
disputes using a systematic and accountable mechanism. The robust and credible mechanism could help
companies avoid grievances and help generate corporate accountability of companies. Furthermore, tools such
as FPIC and HCV can help companies to continually comply with government policies and legalities.
55 Utama, B. 2018. Ini Alasan Perlu ada STDB Buat Petani Sawit. https://www.infosawit.com/news/8098/ini-alasan-perlu-ada-stdb-buatpetani-sawit.
56 Wilmar International Limited. 2013. No Deforestation, No Peat, No Exploitation Policy.
57 Asia Pulp & Paper. 2013. Sustainability Report 2013. https://asiapulppaper.com/documents/20123/0/app_sustainability_report_2013_final.
pdf/4088f54c-c280-3732-575c-afdb02ea7c00?t=157588021616.
58 Asian Agri. 2014. Sustainability Policy. See https://www.asianagri.com/images/pdf/2016/asian-agri-sustainability-policy-2014.pdf.
59 Wilmar International Limited. 2013. No Deforestation, No Peat, No Exploitation Policy.
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According to the Lambin et al. (2014),60 concept of the types of interactions between state regulations and
voluntary standards– substituting, complementary, antagonistic– the government regulations and multistakeholder toolkits (grievance mechanisms, FPIC) are complementary. However, some provincial governments,
government agencies and ministries lack coordination and implementation, resulting in overlapping regulations
and decisions. Therefore, the private sector must adopt additional mechanisms and tools, such as grievance
mechanisms and FPIC, to eliminate and mitigate conflicts and legality issues due to any lack of rigour and firm
regulations.

4.3. Labour
Indonesia has ratified several ILO conventions: 8 out of 8 fundamental conventions, 2 out of 4 governance
conventions and 10 out of 177 technical conventions (see Table 1).
Table 1: Signed ILO conventions by Indonesia
Signed conventions

Not signed (yet) conventions

Fundamental
ILO C029 – Forced Labour Convention
ILO C087 – Freedom of Association and Protection of the
Right to Organise Convention
ILO C098 – Right to Organise and Collective Bargaining
Convention
ILO C100 – Equal Remuneration Convention
ILO C105 – Abolition of Forced Labour Convention
ILO C111 – Discrimination Convention
ILO C182 – Worst Forms of Child Labour Convention

Governance
ILO C081 – Labour Inspection Convention

ILO C122 – Employment Policy Convention

ILO C144 – Tripartite Consultation (International Labour
Standards) Convention

ILO C129 – Labour Inspection (Agriculture) Convention

Technical
ILO C095 - Protection of Wages Convention
ILO P029 - Protocol of 2014 to the Forced Labour
Convention
ILO C110 - Plantations Convention
ILO C 129 - Labour Inspection (Agriculture) Convention

These ratifications of the conventions have been enacted into national laws and regulations. The main laws and
regulations are Law No. 13/2003 on Labour, Presidential Regulation No. 78/2015 on Remuneration Systems
and Ministerial Regulation No. 21 on the Decent Living Wage. The provincial living wage is determined
by governors considering productivity and economic growth, referring to the Presidential Regulation No.
78/2015 on Remuneration Systems. Local living wages will be evaluated annually.
Labour requirements must comply with labour laws in Indonesia and provide the minimum wage, health and
safety, sufficient infrastructure and labour facilities and capacity building programmes, referring to the
Regulation of the Minister of Agriculture No. 11/2015 based on the ISPO certification system.
60 Lambin, E.F., Meyfroidt, P., Rueda, X., Blackman, A., Börner, J., Cerutti, P.O., Dietsch, T., Jungmann, L., Lamarque, P., Lister, J. 2014.
Effectiveness and synergies of policy instruments for land use governance in tropical regions. Global Environmental Change, 28: 129–140.
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Companies must implement fair labour systems and recognise workers’ rights. The labour policy covers issues
such as forced labour, child labour, fair wages, no discrimination, working conditions, right to assembly, and
health and safety. The private sector (e.g. Wilmar) echoed the ILO Core Conventions on Labour Standards,
covering four labour standards: i) freedom from forced labour, ii) freedom from child labour, iii) freedom from
discrimination at work and iv) freedom to form or join a union and to bargain collectively. The private sector must
employ these bare minimum standards in their labour policy. For example:
“We commit to ensuring that the rights of all people working in our operations are respected according to local, national,
and ratified international laws. We provide equal opportunities for all workers, and embrace diversity regardless of
ethnicity, religion, disability, gender, political affiliation, sexual orientation or union membership.”61
“All workers are treated with respect and dignity. No worker is subject to any physical, sexual, psychological or
verbal harassment, abuse or other form of intimidation. There is no discrimination in employment, including hiring,
compensation, advancement, discipline, termination or retirement. Discrimination based on race, ethnicity, age, role,
gender, gender identity, colour, religion, country of origin, sexual orientation, marital status, pregnancy, dependants,
disability, social class, union membership or political views is prevented. In particular, attention is paid to the rights of
workers most vulnerable to discrimination.”62

4.4. Gender in policy
Indonesia ratified the Convention on the Elimination of All Forms of Discrimination against Women 30 years
ago. Indonesia has also enacted a Presidential Instruction No. 9/2000 on Gender Mainstreaming in National
Development.63 This presidential instruction attempts to achieve Sustainable Development Goal 5: Achieve
gender equality and empower all women and girls. Currently, Indonesia ranks 104 in the world in the Gender
Inequality Index: an index used to measure gender equality among countries. Compared to ten other Association
of Southeast Asian Nations countries, Indonesia ranks in the top four countries that have the highest gender
inequality; inequality in Indonesia is far worse than Brunei, Darussalam, Malaysia and Laos.64
Similarly, the National Development Planning Agency/Bappenas initiated the implementation of gender
mainstreaming in Indonesia’s national development planning policies in 1999.65 Bappenas has learned from the
development of the Gender Analysis Pathway–a tool for conducting gender analysis in development planning–
and formed a gender steering committee comprised of the ministries of home affairs, education and health.
Bappenas also developed the Gender Equity & Equality Index and Gender Mainstreaming Institutionalisation
Indicators to measure the progress of gender equality in developments.
Gender in ISPO has been embedded in Principle 5: Responsibilities to Workers, Criteria 5.3: Child labour and
worker discrimination (ethnicity, race, gender and religion):66
“Principle 5: Responsibilities to Workers
Criteria 5.3: Child Labour and Worker Discrimination (ethnicity, gender, religion)
Penggunaan pekerja anak dan diskriminasi pekerja (suku, ras, gender, dan agama). Perusahaan perkebunan dilarang
mempekerjakan anak di bawah umur dan melakukan diskriminasi sesuai dengan peraturan perundang-undangan.“
Mainstreaming gender equality in agricultural commodity-based company policy does not sound like much
compared to the other main issues covered in the NDPE policy, where gender is covered under the human rights
policy. Some companies have clearly stated that they mainstream gender equality in their day-to-day operations,
such as Neste and GAR. Mainstreaming gender does not mean men and women are equally treated, but rather
recognising that women and men possess different circumstances.

61
62
63
64
65
66

Golden Agri Resource Social and Community Engagement Policy.
Unilever Responsible Sourcing Policy.
https://www.kemenkeu.go.id/sites/default/files/inpres-no.-9-tahun-2000-tentang-pug.pdf.
http://www.koalisiperempuan.or.id/2018/12/11/ketimpangan-gender-di-indonesia-tetap-tinggi/.
https://journal.bappenas.go.id/index.php/jpp/article/view/9.
http://perundangan.pertanian.go.id/admin/file/Permentan%2011-2015%20ISPO.pdf.
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For example:
“In addition, Neste commits to equality between women and men in working life by respecting and implementing the United
Nations Women Empowerment Principles1 to realise the full potential of women and girls. This includes promoting equal
gender distribution in jobs through measures such as, but not limited to, equitable recruitment between genders and equality
in remuneration, terms of employment, working conditions and opportunities for career advancement.”67
“We provide equal opportunities for all workers, and embrace diversity regardless of ethnicity, religion, disability, gender,
political affiliation, sexual orientation or union membership.”68
Both state regulations and private sector policies do not emphasise gender. However, both are in the stage of
gender sensitivity–challenging gender stereotypes, exposing gender discrimination and promoting gender
equity. However, gender sensitivity is still lacking in on-the-ground policy implementation, including of both
state regulations and company policies.

4.5. Implementation of the policies
In the context of implementation, interrelationships between state regulations and private policies and standards
constituting policy regimes aim to address the main gaps in the palm oil sector: tenurial conflicts, benefit flows,
and environmental and social impacts. However, the implementation of private policies, especially downstream
company policies, tends not to be backed up by state policies because state policies tend to be less stringent.
These gaps cause difficulties in engaging with small to medium upstream companies to drive change. Small to
medium upstream companies tend to comply with state policies rather than going beyond or complying with
buyers’ requirements.

4.6. Lesson learned – community and engagement
Indonesia has long, intricate and complex land regulations and legality processes. These processes have resulted
in significant tenurial conflicts between concessionaires and communities in land use-based sectors, such as
palm oil, forestry, rubber and mining. These tenurial conflicts occurred mainly in state forest areas where there
was unclear and overlapping state forest areas due to the absence of ground truthing.
The number of tenurial conflicts in the palm oil sector has increased due to trajectories of tenurial histories with
local communities. These historical trajectories of tenure have left perplexing legacy cases, where each case is
idiosyncratic and distinctive. Therefore, one single land policy is not a panacea.
Respecting land rights is an important component of responsible production and sourcing. It is now recognised,
under the Voluntary Guidelines on the Responsible Governance of Tenure developed by the FAO, that even
where no clear tenure rights exist both the state and companies have a duty to respect local people’s livelihoods,
especially where customary rights exist. On the same note, the FPIC mechanism must be conducted to avoid and
prevent future disputes and consider overlapping regulations occurring at national and local levels.

4.7. Lesson learned – labour
On the ground, there are many challenges faced by labourers in terms of the labour system. These challenges
are also faced by smallholders. However, egregious exploitation of labour is a less obvious risk with smallholders.
Table 2 provides a summary of labour challenges present in both palm oil concessions and smallholdings.

67 Neste Oil Human Rights Policy.
68 Golden Agri Resources Social and Community Engagement Policy.
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Table 2: Summary of labour issues both in palm oil concessions and smallholdings
Concessions

Smallholdings

Unreasonable quota/target systems

Health and safety issues

Weak commitment to labour rights and conditions

Children contributions might breach national laws and
international standards

Limited monitoring of labour rights and conditions

Using external workers – might be employed on
contractual basis (seasonal workers)

Lack of unions or other support organisations

Vulnerable labour system due to ambiguous legal status of
workers

Limited knowledge and skills

Lack of government controls

Corruption and imbalance of power

Informal labour setting lack of workers’ provisions, such as
insurance, social security and health safety

Poverty and limited opportunities

May not recognise working hours, minimum wage and
working conditions

Use of casual and undocumented workers
Weak governmental roles and systems

These issues show that, regardless of the current regulations and company policies, there are still many leakages
in terms of labour in Indonesia. Indonesia national labour laws are considered adequate with respect to worker
protection; but, according to the literature, there is a lack of implementation and lack of law enforcement of
existing regulations.69 Furthermore, current laws provide employers with the flexibility to outsource labour
recruitment, making it possible to hire workers through third parties. The system provides space for violation of
workers’ rights, including conditions of contracting and benefits. Such arrangements imply that responsibilities
do not lie with the employers.

4.8. Lesson learned – gender
Gender disparities are a major hindrance to sustainable economic development. Gender is a cross-cutting issue
in the palm oil sector, touching upon issues such as labour, working divisions, institutional roles, smallholding
system, lands rights, etc. The root cause of all these issues is gender disparity, where differences between men
and women fail to be addressed by policies, projects, initiatives, goals and strategies.70 Furthermore, gender
inequalities also emanate from external investors, who view land rights and gender roles in agriculture through
their own lens.
Addressing questions of gender equality in division of labour and control of returns within the farming
household can be even more challenging. Labour divisions are considered women’s work as is picking up
fallen fruit or working as plantation maintenance workers, pesticide spraying, spreading fertilisers, or weeding.
Meanwhile, men work as harvesters, cutting down fresh fruit bunches, or as plantation maintenance workers in
the form of pruning.
In both state and private regulations, gender has often been solely reduced to the numbers of women and men.
Fewer efforts are coming from the national government on gender issues, especially in agricultural sectors. For
example, the ISPO standard mentioned gender. However, no deeper standard and indicators mention or define
the meaning of gender or their apparent indicators, such as addressing gendered equal compensation and
needs.
69 Palupi, S., Prasetyohadi, P., Pahun, C., Kusni, A.S., Sulang, K., Jenito, J., Warnadi, D. 2015. Industri Perkebunan Sawit dan Hak Asasi Manusia:
Potret Pelaksanaan Tanggung Jawab Pemerintah dan Korporasi terhadap Hak Asasi Manusia di Kalimantan Tengah. The Insititute for
Ecosoc Rights, Jakarta.
70 Li, T.M. 2015. Social impacts of oil palm in Indonesia: A gendered perspective from West Kalimantan. Occasional Paper 124. CIFOR, Bogor,
Indonesia.
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Despite Indonesia ratifying the Convention on the Elimination of All Forms of Discrimination against Women
30 years ago, the country does not show significant progress vis-à-vis gender mainstreaming. However,
companies do not show significant progress either. Project implementations often overlook defining gendered
impacts and do not go beyond sex-gender segregation. Gender inequality must be addressed not only by
implementing equal payment but also by implementing equality on having voices heard and control over
decisions and choices, regardless of gender.
Likewise, auditing is unsuccessful for addressing gender issues because auditors are not paying attention to
gender, which means that they might be overlooking the root causes of some gender inequality problems.

4.9. Support and capacity building
The overview above describes how state regulations and company policies interplay in the policy regime. Some
state and company policies are conflicting while others support each other. Some further support and capacity
building are needed to address human rights issues and can be done by the private sector in their supply chains
inter alia, such as:

•
•
•
•
•

Highlighting awareness raising in each priority human rights issue (communities, grievance, labour and
gender).
Continually improve the knowledge and capacity of the private sector on human rights issues, including
governments’ policies.
Continually improve and examine grievance mechanisms.
Using a combination of quantitative and qualitative methods to measure gender-related changes in society
over time.
Collecting existing tools and mechanisms on human rights issues instead of building from scratch – CIFOR
gender, FAO Voluntary Guideline on Tenure.

4.10. Moving forward
There are two main activities to move forward: i) connecting the missing dots between the private sector and
government through a jurisdictional approach and ii) capacity building for companies and governments (both
local and national). Both activities include collecting and aligning initiatives in landscapes to improve coherence
amongst stakeholders. Similarly, companies must be continually engaging with smallholders to address human
right issues that occur in upstream production.
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5.

Overview of the Smallholder Policy

5.1. Existing policies
The government has enacted regulations for the protection and empowerment of smallholders through Law
No.19/2013, which stipulates that smallholders eligible for government protection are those who:
a. Farm no more than 2 ha of food crops but do not own the land,
b. Farm no more than 2 ha of food crops and do own the land, and
c. For small scale horticulture, plantations, and cattle farming, this will be defined through lower regulations.
Nevertheless, many stakeholders felt that the definition of only 2 ha will not help independent smallholders
increase their livelihoods and receive incentives from the government. On the contrary, the derivations of the law
for horticulture, plantations (including palm oil) and cattle farming71 used individuals possessing an agricultural
area of less than 25 ha to define individual growers. This may increase the risk of government aids or subsidies
targeting growers who are already well off and prosperous. Therefore, the stakeholder meeting,72 organised by
Serikat Petani Kelapa Sawit, advocated a size of 0–8 ha as the limit for growers to be called smallholders to ensure
that the private sector can focus their cooperation or corporate social responsibility funds on those smallholders
that really need the help of the private sector.
With regards to forestry, the regulation73 limits the size of land that can be managed by each family smallholder
within Perhutani (State Forest Enterprise) and Kesatuan Pemangkuan Hutan at 2 ha and within forest concessions
at 5 ha per family of smallholders. The regulation, however, prohibits the planting of palm oil within the forest
area. Palm oil plantations that already exist within social forestry areas will need to be cleared after 12 years of
planting.

5.2. Smallholder programmes as government’s poverty alleviation scheme
The Government of Indonesia, through policies and regulations under the premise of alleviating poverty, has
stipulated programmes aimed at increasing the livelihoods of smallholders. 1978 saw the establishment of the
Local Nucleus Estate (PIR - Perkebunan Inti Rakyat) programme and its variations before being replaced by Trans
PIR and Primary Cooperative Credit for Members (Kredit Koperasi Primer Anggota - KKPA) ca. 1986–2000.74 The
KKPA scheme involved a more direct private-community partnership model75 than previous iterations, which
relied heavily on intervention by the government. The period of Estate Revitalisation (Revitalisasi Perkebunan)
ca. 2006–2010 saw the government providing funding for replanting programmes for plantations from previous
schemes, which has been further improved through the more recent Indonesia Oil Palm Plantations Fund
Management Agency (BPDPKS - Badan Pengelola Dana Perkebunan Kelapa Sawit) replanting programme, which
provides IDR 25 million/ha for smallholders.76 A list of government smallholder programmes (with some focus on
palm oil) aimed at poverty alleviation can be seen in Annex 1.
These programmes are not without their fair share of issues. Local PIR faced major problems with its failed
subsistence food crops and lack of support during the first four years of palm oil immaturity. Many subsequent
programmes also saw smallholder participants abandoning their land and selling lands to prosperous traders

71
72
73
74

Ministry of Agriculture Regulation No.98/2013 on Guidance for Plantation Business Permit.
5th Meeting of Sahabat Petani on 31 May 2017 in Ke-Kini Coworking Space, Jakarta.
Ministry of Environment and Forestry Regulation No.83/2016 on Social Forestry.
Zen, Z. et al. 2016. Interventions to Promote Smallholder Oil Palm and Socio-economic Improvement in Indonesia. In Cramb, R.A. and
McCarthy, J.F., eds. The Oil Palm Complex: Smallholders, Agribusiness and the State in Indonesia and Malaysia. pp. 78–108. NUS Press,
Singapore.
75 McCarthy, J.F. and Zen, Z. 2016. Agribusiness, Agrarian Change, and the Fate of Oil Palm Smallholders in Jambi. In Cramb, R.A. and
McCarthy, J.F., eds. The Oil Palm Complex: Smallholders, Agribusiness and the State in Indonesia and Malaysia. pp. 109–1154. NUS Press,
Singapore.
76 Badan Pengelola Dana Perkebunan Kelapa Sawit. n.d., Program. https://www.bpdp.or.id/id/peremajaan/. [accessed 4 January 2019].
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and others.77 Nevertheless, the more recent programmes that involve large-scale enterprise saw a much better
chance of success in their smallholder scheme programmes.78 Increased income leads to a prosperous household
for the smallholders participating in the private sector programmes. This happens because the private sector
understands the benefit of partnering with the smallholders. Not only will private companies have more land to
cover for the plantations but the increase in palm oil productivity will also add to the processing capacity of their
Crude Palm Oil Mill. Building smallholder loyalty will also ensure sustainable supply from them to the mill. With
the price of FFBs being maintained and stabilised by the government79 and the government decision to omit the
CPO fees that have become a factor in calculating smallholder’s FFB prices,80 government support exists and the
private company-smallholder partnership works for the smallholders.

5.3. Capacity building for smallholders
Law No.19/2013 also facilitates the establishment of extension officers at every village designated for agricultural
areas, which will help smallholders in their capacity to ensure good agricultural practices are implemented as
well as to help support the procurement of agricultural infrastructure, including high quality seedlings, fertilisers
and other necessary agricultural equipment. This law also opens the opportunity for civil society to support
farmers in terms of planning, protection, empowerment, finance and monitoring of their progress towards
livelihoods improvements.
To support smallholders, the law also creates a mechanism for the protection of smallholders from crop failure
due to natural disasters, outbreaks of pest and diseases and climate change in the form of insurance facilitation.81
The potential Presidential Regulation on ISPO, which is currently under review before being released, contains
elements of capacity building for smallholders at the annex formulated under the UNDP-led National Action Plan
document.82
As support and capacity building for smallholders has been established, the government provides a policy aimed
at providing funding for replanting to smallholders through Presidential Regulation 61/2015. The fund is intended
to encourage the development of a sustainable palm oil plantation. Collection of funds are sourced from oil palm
plantation business actors and funding institutions. Meanwhile, funds collected are used for various purposes,
such as developing human resources for oil palm plantations, research and development for oil palm plantations,
promotion and rejuvenation of oil palm plantations, and facilities and infrastructure for oil palm plantations.
In terms of alignment of the policies concerning smallholders, private companies, including Apical, Astra
Agro Lestari, Asian Agri, Wilmar, Cargill, Musim Mas and GAR have been collaborating with both plasma and
independent smallholders and reference the engagement in their policies.83 The collaboration occurs in various
ways; for example, Apical has a smallholder programme in the Siak District through CORE’s84 Responsible
Sourcing for Smallholders project85 with PT Teguh Karsa Wana Lestari and in the Batanghari District with PT Asian
Sawit Lestari. Musim Mas also collaborates with CORE on a smallholder project called the ‘Extension Services
77 Zen, Z et al. 2016. Interventions to Promote Smallholder Oil Palm and Socio-economic Improvement in Indonesia.
78 Kompas. 2015. 3.200 Petani Plasma Cargill Terima Premi RSPO & ISCC Senilai Total Rp 2,7 Miliar. https://ekonomi.kompas.com/
read/2015/12/21/142900526/3.200.Petani.Plasma.Cargill.Terima.Premi.RSPO.ISCC.Senilai.Total.Rp.2.7.Miliar, Sawit Indonesia. 2017. Ini
Cerita Sukses Petani Plasma PT Hindoli. https://sawitindonesia.com/rubrikasi-majalah/berita-terbaru/ini-cerita-sukses-petani-plasmapt-hindoli/ [accessed 4 January 2019]. and Sawit Indonesia. 2017. Asian Agri Utamakan Kemitraan Petani. https://sawitindonesia.com/
rubrikasi-majalah/sajian-utama/asian-agri-utamakan-kemitraan-petani/. [accessed 4 January 2019].
79 Ministry of Agriculture Regulation No.01/2018 on the Guidance for the Stipulation of Fresh Fruit Bunches Sale Price Produced by
Smallholders. Available at http://www.iopri.org/wp-content/uploads/2018/03/PERMENTAN-NO-1-THN-2018-TTG-TBS.pdf. [accessed 26
January 2021].
80 CNN Indonesia. 2018. Harga Anjlok, Pemerintah Hapus Sementara Pungutan Sawit. https://www.cnnindonesia.com/ekono
mi/20181126163243-92-349345/harga-anjlok-pemerintah-hapus-sementara-pungutan-sawit. [accessed: 4 January 2019].
81 Ministry of Agriculture Regulation No.40/2015 on Facilitation of Agricultural Insurance.
82 Rini Indrayanti. UNDP SPOI Platform Manager. Personal interview.
83 Apical Sustainability Policy (2014), Astra Agro Lestari Sustainability Policy, Asian Agri Sustainability Policy (2014), Wilmar NDPE Policy
(2013), Cargill Policy on Sustainabile Palm Oil (2014), Musim Mas Sustainability Policy (2014), Golder Agri Resources Social and
Environmental Policy (2015).
84 Consortium of Resource Experts. A consortium between Proforest and Daemeter Consulting.
85 Responsible Sourcing from Smallholders. See https://www.sharp-partnership.org/RSS for more information about RSS.
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Programme’ in the Musi Banyuasin district of South Sumatra and Aceh Province. Cargill and Musim Mas have
collaboratively supported the pilot for a HCS assessment for smallholders in the Bengkalis District, Riau, with
collaboration from BRG through Proforest, which is aimed at the smallholders’ effort to protect remaining forest
areas while ensuring sustainable incomes.
Companies have substantial opportunities to engage with smallholders either through suppliers or directly.
Additionally, as the government has already established a CPO-fund regulation, assistance from the private
sector can further improve the programme.

5.4. Land tenure
Based on data from the Ministry of Agriculture, the expansion of smallholder areas in Indonesia was over 12%
per year from 1990 to 2011. This shows that palm oil is a commodity well-liked by most smallholders in Indonesia.
Due to the limited available agricultural land, it is possible that smallholders may start encroaching into forested
areas (either in conservation areas, protected areas, or production areas). Studies86 have estimated that during
1995, 2000, 2005, 2010 and 2015, oil palm expansion occurred at an average rate of 450,000 ha/year and resulted
in an average rate of 117,000 ha/year of deforestation. Nevertheless, as forest areas are becoming scarce, the
proportion of plantations replacing forests decreased from 54% during 1995–2000 to 18% during 2010–2015.
As many of the deforested areas occur in state forest, issues arise from the land tenure conflict with the MoEF.
To resolve the issue, Presidential Regulation 88/2017 on Resolution for Land Occupation within Forest Areas was
issued. The regulation stipulates that any individuals/smallholders already conducting planting in the protected
forest or production forest areas in a province with a total forest area ≤30% of the total watershed area, island
and/or province, will be asked to join the Social Forestry Programme organised by the MoEF. If the total forest
area is >30% of the total watershed area, island and/or province, the smallholders who have occupied the area
for more than 20 years and are conducting planting activities can claim the land through the Agrarian Reform
mechanism. However, if the smallholders have occupied the area and have conducted planting activity for less
than 20 years, the only option is to join the Social Forestry Programme. The flowchart of options for resolution is
provided in Annex 2.
The regulation is not without its skeptics. One legal opinion87 argues that the regulation uses the term
‘appointed’ instead of ‘designated/determined’, which is not the final legal status of a forest area. The regulation
also simplifies the resolution for conservation forest ‘only’ through resettlement that has been the previous
practice during the New Order era. The regulation also closes the opportunity for indigenous people to use other
legal means for obtaining the recognition for their customary land.

5.5. Moving forward
While smallholders have many issues, they are major stakeholders in the private sector's commitment to the
NDPE Policy. Collaboration between national and local governments (through various regulations as enabling
environments), the private sector (as partners for the smallholders) and civil society organisations (to monitor and
assist smallholders) is a must to ensure the support can make a meaningful impact for the smallholders.

86 Austin, K.G., et al. 2017. Shifting patterns of oil palm driven deforestation in Indonesia and implications for zero-deforestation commitments.
Land Use Policy Journal, 69: 41–48.
87 Wibowo, A., et al. 2017. Opini Hukum: Dari Reformasi Kembali Ke Orde Baru. Tinjauan Kritis Peraturan Presiden No. 88 Tahun 2017. Aliansi
Masyarakat Adat Nusantara, Epistema Institute, and HuMa.
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6.

Recommendations

6.1. How the policy/governance review can help companies and government to align their
commitments on NDPE and other issues
Issues discussed in this report are phenomena with complex causes. Both government and companies are trying
to solve the issues to achieve sustainabe production goals, which are expected to maintain the quality of our
living environment. In this sense, the objectives of both actors have similarities. Government policy is considered
rigid and controlling, while company policies are reflected as market-demand tools based on multilevel events.
Despite this, this policy/governance review helps to align government and companies to encourage further
engagement, which will potentially accelerate the achievement of intended results.
Actors are expected to be on the same page and aware of what others are doing to achieve their objectives.
This review emphasises the gaps in the actions of both company and government actors in policy related issues.
Further, actors are likely achieving their NDPE commitment goals independently. The lack of engagement
in pursuing the policy goals is one potential area to develop for further collaboration. There is a need to
have alignment between the government's agenda and private sector commitments, such as definitions of
deforestation, smallholder programmes and, more importantly, increasing convergence between government
standards, such as ISPO, and voluntary standards, such as RSPO.
Before engagement between actors occurs, it is essential to ensure that internal personnel are aware of and
understand the issues. Awareness raising regarding issues is the avenue to increase the level of understanding of
both actors’ policies and goals. Awareness raising activities will smoothen the alignment between government
and companies on NDPE issues.

6.2. How the policy review can support work on landscape level
Work at landscape level requires strong collaboration and commitment from concerned parties to ensure
impacts can be achieved at scale. This policy review provides snapshots of prevailing regulations, as well
as corporate policies on NDPE, and suggests potential alignment measures to increase effectiveness of
implementation. This means that when stakeholders are about to scope out new initiatives, or undertake
needs assessments for the upcoming projects, they can build on the progress/success of existing efforts at the
landscape level.
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Themes
Forestry Regulation
Natural Resource and ecosystem conservation
Spatial Planning
Prevention and eradication of forest destruction
Protection and management of the environment
Plantation
Forest governance, development of forest management plans, and forest utilisation
Forest protection
Forest Management and Preparation of Forest Management Plans, Forest Utilisation and Use of Forest Areas
Procedure for changing the designation and function of forest area
Procedures for managing strategic environmental studies
The implementation procedures for reducing emissions from deforestation and forest degradation
Procedure for release of production forest that can be converted
Guidelines for borrowing forest area
Forest and land fire control
Regional Action Plan for Decreasing Greenhouse Gas Emissions
Forest and land fire control
Management of palm oil plantations
Siak Green District

Regulation

Law 41/1999

Law 5/1990

Law 26/2007

Law 18/2013

Law 32/2009

Law 39/2014

Government Regulation 6/2007

Government Regulation 45/2004

Government Regulation 34/2002

Government Regulation 104/2015

Government Regulation 46/2016

MoEF Regulation 30/2009

MoEF Regulation 51/2016

MoEF Regulation 18/2011

MoEF Regulation 32/2016

Central Kalimantan Provincial Regulation 32/2012

South Sumatra Provincial Regulation 8/2016

South Sulawesi Provincial Regulation 3/2016

Bupati Siak Decree 22/2018

List of regulations supporting no deforestation

Annex 1
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Title
Peat ecosystem protection and management
Peat regulation revision
Collection of plantation funds
Collection and use of plantation funds
Postponement and improvement of the mechanism to Issue new permits for Primary Forest
and Peat
Procedures for inventory and peat ecosystem function determination
Procedures for measuring the ground water peat ecosystem
Technical guidelines for recovery function of peat ecosystems
Development of industrial forest plantation
Guidelines for Clearing Land and Yards for People in Central Kalimantan
Protection and Management of Peat Ecosystems
Management of Swamps and Peatlands
Protection and Management of Peat Ecosystems

Regulation

Government Regulation 71/2014

Government Regulation 57/2016

Government Regulation 24/2015

Presidential Regulation 61/2015

Presidential Instruction 6/2017

MoEF Regulation 14/2017

MoEF Regulation 15/2017

MoEF Regulation 16/2017

MoEF Regulation 17/2017

Central Kalimantan Provincial Regulation 15/2010

South Sumatra Provincial Regulation 1/2018

Kutai Kartanegara Regional Regulation 18/2016

East Kalimantan Provincial Regulation 6/2016

List of regulations supporting no peat development
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Plantation Development Through Plantation Revitalisation Programme
Guidelines for Licensing of Plantation Businesses

National Action Plan on Sustainable Palm Oil
Sustainable Palm Oil Certification System (Indonesia Sustainable Palm Oil)

Ministry of Agriculture Regulation 26/Ministry of
Agriculture Regulation/OT140/2/2007

Presidential Instruction 6/2019

Presidential Regulation 44/2020

Procedures for Implementing Plantation Development with a PIR-Trans Pattern

Ministry of Agriculture Decree 333/KPTS/
KB510/6/1986

Ministry of Agriculture Regulation 33/Ministry of
Agriculture Regulation/OT140/7/2006

Assessment of Feasibility Study of Unit Costs Associated with Financing the Development of PIR-Trans
Projects

Ministry of Agriculture Decree 183/KPTS15/4/1986

Credit for BioEnergy Development and Plantation Revitalisation

Plantation Development with PIR Patterns Associated with the Transmigration Programme

Presidential Instruction 1/1986

Ministry of Finance Regulation 117/PMK06/2006

Procedures for Implementing the Policy for Developing a Palm Oil Private PIR

Ministry of Agriculture Decree 469/KPTS/
KB510/1985

Estate Revitalisation

The Physical Assessment System of the Estate for the Transfer of Smallholdings in the Pattern of PIR
Associated with the Transmigration Programme

Directorate General of Estate Regulation 11/
KB740/SK/Dj-bun/03.94

Transmigrant Nucleus
Estate (PIR - Perkebunan
Inti Rakyat and Primary
Cooperative Credit for
Members - KKPA)

National Development Plan

Supervision of the Transfer of Property Rights to Land in the Context of PIR Plantation Development

Ministry of Agrarian Decree 8/1994

Presidential Decree 11/1974

Agricultural Business Partnership Guidelines

Ministry of Agriculture Decree 940/KPTS/
OT210/10/1997

Special Nucleus Estate
(PIR - Perkebunan Inti
Rakyat)

General Guidelines for Project Implementation of Companies’ PIR

Ministry of Agriculture Decree 668/KPTS/
KB510/10/1985

Local Nucleus Estate
(PIR -Perkebunan Inti
Rakyat)

Regulation title

Regulation number

Type

List of regulations supporting establishment of smallholder schemes since the 1970s
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