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GLOSSARY

AMDALPKASINDO

APKASINDO

APL

Bappeda Litbang Banyuasin

BPDAS HL Musi

BPDPKS

BIG
BNPB

BPN
BPS
CPO

CSR
Disbunnak Banyuasin

Analisis Mengenai Dampak Lingkungan (Environmental
Impact Assessment) Asosiasi Petani Kelapa Sawit Indonesia
(Indonesian Palm Oil Growers Association)

Asosiasi Petani Kelapa Sawit Indonesia (Indonesian Palm
Oil Growers Association)

Area Penggunaan Lain or Other Utilization Area. APL is non-
forest areas. APL includes shrubs, swamp thickets, open land,
swamps, agriculture, mixed bush farming, transmigration,
settlements, pastures, paddy fields, plantations, ponds, airports,
and water.

Badan Perencanaan dan Pembangunan Daerah Penelitian
dan Pengembangan or District Level Office of Planning,
Development, and Research is a district-level technical
institution in the field of research and regional
development planning led by a head of the agency who is
under and responsible to the Governor/ District Head/ City
Mayor through the District Secretary.

Badan Pengelolaan Daerah Aliran Sungai dan Hutan
Lindung Musi (Watershed and Protected Forest
Management Agency); a regional technical unit under
Ministry of Environment and Forestry.

Badan Pengelola Dana Perkebunan Kelapa Sawit (The Oil
Palm Plantation Fund Management Agency); BPDPKS is a
non-echelon organizational unit in the management of the
Oil Palm Plantation Fund which is under and is responsible
to the Minister of Finance. The BPDPKS officially became a
Public Service Agency and the establishment of the
organization and work procedures of the Agency was
through Regulation of the Minister of Finance of the
Republic of Indonesia number 113/PMK.01/2015 dated 10
June 2015. The formation of the BPDPKS is the
implementation of the mandate of article 93 of Law
Number 39 of 2014 concerning Plantations, namely raising
funds from plantation business actors or better known as
the CPO Supporting Fund (CSF) which will be used as a
support for sustainable oil palm development programs
Badan Informasi Geospasial (Geospatial Information Body)
Badan Nasional Penanggulangan Bencana (National Board
for Disaster Management)

Badan Pertanahan Nasional (National Land Agency); this
agency formulates and determines policies in the field of
land outside state forests and state land.

Badan Pusat Statistik (Central Bureau of Statistics)

Crude Palm Qil; this is extracted from the mesocarp or flesh
of the fruit

Corporate Social Responsibility

Dinas Perkebunan dan Peternakan (District Level Office of
Plantation and Livestock in Banyuasin)



Diskominfo Banyuasin
Diskominfo Sumatra Selatan
Dinas Koperasi, UKM,
Perindustrian, dan
Perdagangan Banyuasin
BPBD Banyuasin

Dinas PUTR Banyuasin

D3PAPPLKB Banyuasin

DPRKPP Banyuasin

Dinas TPH Banyuasin

Dinas Transmigrasi dan Tenaga
Kerja Banyuasin

Dinas Ketahanan Pangan
Banyuasin

DLH

DPMD

DPMPTSP Banyuasin
GAP

GAPKI

GAPOKTAN

GEDSI
ISPO

Dinas Komunikasi dan Informatika Banyuasin (District Level
Office of Communication and Information in Banyuasin)
Dinas Komunikasi dan Informationa Provinsi Sumatra
Selatan (Province Level Office of Communication and
Information in Banyuasin)

Dinas Koperasi, Usaha Kecil Menengah, Perindustrian, dan
Perdagangan Banyuasin  (District Level Office of
Cooperative, Small-Medium Enterprises, Industry, and
Trading in Banyuasin)

Badan Penanggulangan Bencana Daerah Banyuasin
(Regional Disaster Management Agency at district level)
Dinas Pekerjaan Umum dan Penataan Ruang (District Level
Office of Public Works and Spatial Planning in Banyuasin)
Dinas Pemberdayaan Perempuan dan Perlindungan Anak
serta Pengendalian Penduduk dan Keluarga Berencana
Banyuasin (District Level Office of Women's Empowerment
and Child Protection and Population Control and Family
Planning in Banyuasin)

Dinas Perumahan Rakyat, Kawasan Permukiman, dan
Pertanahan (District Level Office of Public Housing,
Residential Areas, and Land Affairs in Banyuasin)

Dinas Tanaman Pangan dan Hortikultura (District Level
Office of Food Crops and Horticulture in Banyuasin)

District Level Office of Transmigration and Labor in
Banyuasin

District Level Office of Food Security in Banyuasin

Dinas Lingkungan Hidup (District Level Office of
Environment in Banyuasin)

Dinas Pemberdayaan Masyarakat Desa (District Level Office
of Village Community Empowerment)

Dinas Penanaman Modal dan Pelayanan Terpadu Satu Pintu
(District Level Office of Investment and One Door Services in
Banyuasin)

Good Agriculture Practice

Gabungan Pengusaha Kelapa Sawit Indonesia; Association
for Qil Palm Entrepreneurs

Gabungan Kelompok Tani (Joint Farmer Groups)

Gender Equality, Disability and Social Inclusion

Indonesian Sustainable Palm Oil; ISPO certification is
mandatory and was developed by the Ministry of
Agriculture and stipulated through Presidential Regulation
No. 44 of 2020 concerning the Sustainable Palm Oil
Certification System and Minister of Agriculture Regulation
No. 38 of 2020 concerning Implementation of Indonesian
Sustainable Palm Qil Certification to provide assurance for
consumers that companies and smallholder that already
have ISPO certification have comply with all palm oil
cultivation and production licenses, and meet all obligations
associated with such licenses throughout the value chain
from burning the land to selling the product.



IUP
IUP-B

IUP-P

Strategi Jangka Benah

Kejari

KLHS

KPH Wilayah Ill Palembang
Banyuasin

KPO

MoEF
MSME

NGO/ CSO

NIB

NTFP

PBS

Perda

Pergub

Permen
Perpres

PFAD

Plasma scheme

Plasma farmer/ smallholder

Izin Usaha Perkebunan (Plantation Business Permits)

Izin Usaha Perkebunan untuk Budidaya (Plantation Business
Permits for Cultivation)

Izin Usaha Perkebunan (Plantation Business Permits for
Processing)

Strategi Jangka Benah (SJB) is a socio-technical-policy effort
to improve the structure and function of a forest ecosystem
that has already been damaged. These improvement efforts
are carried out in stages and comprehensively through
institutional strengthening, scheduled silvicultural actions,
and support policies.

Kejaksaan Negeri (State Attorney); is domiciled in the
capital city of the regency/city and whose jurisdiction covers
the territory of the regency/city.

Kajian Lingkungan Hidup Strategis (The Strategic
Environmental Assessment)

Forest Management Unit under Dinas Kehutanan/ Forestry
Agency at province level and Ministry of Environment and
Forestry. This unit prepares plans for management and
utilization of forests and forest governance, inventory of
forest resources, forest mapping, work plans and forest
monitoring.

Kernel Palm Qil; this is extracted from the hard seed in the
middle of the fruit

Ministry of Environment and Forestry

Micro, Small, and Medium Enterprises is what MSME
stands for. MSMEs, in general, are productive companies
with owners who are either individuals or legal entities
that have complied with the requirements of micro-
enterprises.

Non-Government Organization/ Civil Society Organization
Nomor Induk Berusaha (Business Identification Number)
Non-Timber Forest Product

Pekebun Besar Swasta (Legal Largescale oil palm farmer).
Peraturan Daerah (Regional Government Regulation)
Peraturan Gubernur (Governor Regulation)

Peraturan Menteri (Ministerial Regulation)

Peraturan Presiden (President Regulation)

Palm Fatty Acid Distillate

This is a partnership scheme between company and
smallholders; This idea was inspired by the biological cell
model, in which a cell has two parts, a nucleus and a
plasma. With a partnership scheme, the company acts as
the 'nucleus' while the 'plasma’ are farmers who live
around the company's plantations. Previously, only private
companies and state-owned companies - ex-nationalized
colonial plantations - managed oil palm plantations. Until
the 1970s the Indonesian government created a new
initiative, called the Plasma scheme.

Petani plasma; smaholder farmers under the plasma
scheme. These plasma farmers then partner with local



Polres

PP
PSR

PUP

RAD KSB
RAN KSB

RSPO

Satlakwasdal UUCK

Sekda Banyuasin

SIUP
SNA
SPKS

companies that help prepare the land. Usually, the
assistance lasts for up to four years until their oil palm
plantations are ready to be harvested. The company also
provides technical assistance. In this partnership scheme,
plasma farmers agree to sell their produce to the company
at a predetermined price.

Kepolisian Resor (Resort Police); is the command structure
of the Indonesian National Police in district/city areas.
Peraturan Pemerintah (Government Regulation)
Peremajaan Sawit Rakyat; Government program on
People’s Palm Oil Replanting Program funded by BPDPKS
based on Presidential Decree No. 61/2015 jo. Presidential
Decree No. 66/2018.

Penilaian Usaha Perkebunan (Plantation Business
Assessment); PUP is to assess the performance of the
plantation business, determine the compliance of the
plantation business with the applicable rules and
regulations and encourage the plantation business to fulfill
its obligations according to the applicable rules and
regulations. PUP is regulated by Minister of Agriculture
Regulation No. 07/Permentan/0T.140/2/2009

Rencana Aksi Daerah Kelapa Sawit Berkelanjutan (Regional
Action Plan on Sustainable Palm Qil)

Rancana Aksi Nasional Kelapa Sawit Berkelanjutan
(National Action Plan on Sustainable Palm Qil)

The Roundtable on Sustainable Palm Qil; an association
consisting of various organizations from various sectors of
the palm oil industry that aims to develop and implement
global standards for sustainable palm oil production.
Satuan Pelaksanaan Pengawasan dan Pengendalian
Implementasi Undang Undang Cipta Kerja (Special
Taskforce under Law of Job Creation No. 11 of 2020); The
UUCK or Law of Job Creation prioritizes the imposition of
administrative sanctions (Ultimum Remedium) so that
plantations that have been built and related activities
before the enactment of UUCK are not subject to criminal
sanctions. The taskforce is responsible to verify the
plantation and its legality.

Sekretaris Daerah Banyuasin (District Secretary); Under
District Head of Banyuasin.

Surat Izin Usaha Perdagangan (Trading Business Licence)
Social Network Analysis

Serikat Petani Kelapa Sawit (Palm Qil Smallholders Union);
The inception of the SPKS may be traced back to the early
stages of 2005. During this period, a group of plantation
observers, oil palm leaders, and smallholders convened to
engage in a critical discourse pertaining to the prevailing
conditions and circumstances faced by oil palm
smallholders in Indonesia. The conditions and
circumstances faced by oil palm smallholders encompass
various factors, including the relatively low productivity



STDB

STDP

Strategi Jangka Benah

Technical Verification
Taskforce for Social Forestry

TRGD Sumatra Selatan

levels, reliance on traditional farming methods, limited
access to agricultural technology advancements,
inadequate support for smallholders, substandard
plantation infrastructure in relation to Good Agriculture
Practise (GAP) standards, and instances of conflicts leading
to human rights violations and environmental degradation.

In 2006, a significant gathering of oil palm observers and
smallholders took place in the Sanggau District, focusing on
the concerns and interests of oil palm smallholders. During
the meeting, a consensus was reached regarding the need
for a dedicated platform to address the challenges faced by
oil palm smallholders. Consequently, it was agreed upon
and officially established the SPKS as the designated
organisation representing the interests of oil palm
smallholders. Following the Sanggau SPKS declaration in
2007-2008, a process of consolidation among farmers took
place, accompanied by the establishment of SPKS in four
districts: Paser District (East Kalimantan), Rokan Hulu
District (Riau), Sekadau District (West Kalimantan), and
Tanjung Jabung Barat District (Jambi).

Surat Tanda Daftar Budidaya (Cultivation Registration
Certificate); Plantation Plant Cultivation Business or IUP-B
with an area of less than 25 hectares is registered by the
district head/city mayor then the registered business gets a
Plantation Business Registration Certificate for Cultivation
(STDB). Smallholder farmers must apply STDB since they
own an area of less than 25 hectares

Surat Tanda Daftar Usaha Perkebunan (Plantation Business
Registration Certificate); Businesses for Processing
Industrial Plantation Products or IUP-P with a capacity of
less than 5 tons of FFB per hour are registered by the
district head/city mayor, then registered businesses obtain
a Plantation Business Registration Certificate for the
Plantation Product Processing Industry (STDP). The STDP is
then terminated upon the implementation of Law of Job
Creation in 2020.

Strategi Jangka Benah (SJB) is a socio-technical-policy
effort to improve the structure and function of a forest
ecosystem that has already been damaged, especially by
oil palm conversion. These improvement efforts are carried
out in stages and comprehensively through institutional
strengthening, scheduled silvicultural actions, and support
policies; in terms of oil palm in forested areas, SJB can be
interpreted as oil palm agroforestry.

Special Taskforce under General Director of Social Forestry
and Environment Partnership of MoEF; the taskforce is
responsible to verify the proposed areas for prospective
Social Forestry License.

Tim Restorasi Gambut Daerah (Regional Peat Restoration
Team of South Sumatra)



SUMMARY

Oil palm has been controversial. Qil palm is an international huge interest. The commodity of palm oil
contributes as the largest vegetable oil traded and consumed worldwide, especially in Asia, Latin
America, and Africa. In Indonesia, oil palm has increased exponentially in recent decades, contributing
to 1/3 of national revenue according to National Statistics Agency, 2022. Conversely, oil palm is also
linked to practices that fit the most conventional definition and perceptions of greenhouse gas
emissions, social harm, deforestation, peatland degradation, and cultural dispossession. To sum up,
social and environmental debates are most highlighted.

In parallel, the Government of Indonesia (GOI), considers the issues appearing within the oil palm
circle. In response to the global demand for a sustainable supply chain, GOl is echoing the promotion
of social economic, and environmental opportunities. Contemporary management is nationally
promoted especially ensuring multistakeholder involvement and encouraging traceability through
certification and standardization mechanisms for almost all stakeholders such as smallholder farmers,
seed producers, traders, and companies.

We use Social Network Analysis (SNA) and gap analysis to respectively understand the palm oil
stakeholders in Banyuasin and identify the gaps within the ecosystem. SNA is specifically aimed to
propose a strategy for regulation and its implementation for oil palm stakeholders’ engagement and
supply chain. SNA, particularly, is used to identify actors and networks within the oil palm ecosystem
presenting the relationships and roles of each actor. Gap analysis can see the gap in various thematic
issues such as regulatory performance, organizational goals, and individual stakeholder objectives. As
a result, many actors have multiple roles and are in more than one loop. This might be referred to as
dominant actors. The dominant actors can play multiple roles in more than one aspect. Such as
government as the policy makers can create strategic policy and regulation contribution to legal
aspect. The government can also play role in setting up the sustainability standards for company and
smallholders, including assistance and capacity building. This is another action made by government
contributing to other aspects such as industry-business, sustainability, commodity, and social aspects.

Beyond that, non-dominant actor has a small role because it only exists in the realm of horizontal
networks. If this imbalance is not addressed, it will have an impact on social exclusion and the
dominance of business-oriented stakeholders. The implications for having a sustainable road map in
Banyuasin are enormous.

This study proposes strategies and recommendations that focus on policy scenarios and improving
existing sustainable mechanism to address the gaps. There at least 3 recommendations of actions
based on timeline must be follow up to achieve sustainability in palm oil supply chain, for instance:

1. Short term action: Improving the coordination between palm oil stakeholders by establishing
periodically multi-stakeholder forum; strengthening the business licensing by integrating
sustainability commitments; developing Action Plan of Sustainable Palm OQil; assisting
company for sustainability standards such as STDB, PUP, and ISPO; as well as improving access
to finance especially for MSMEs and smallholders.

2. Mid-term actions: Formulate and provide incentive and tax scheme; community assistance on
GAP practice; assisting smallholders for sustainability standards such as STDB, and ISPO;
assisting MSMEs for sustainability standards such as STDB, PUP, and ISPO; improving national
- Sub National MEL scheme on sustainable supply chain; as well as scale up and improve
mandatory DO scheme including improving regular weight scale check-up.

3. Long-term actions: Formulate and provide regulation to improve and scale up ISPO accepted
globally as well as ISPO and/or other national standards can complement RSPO.
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SECTION 1: INTRODUCTION

Oil palm has been controversial. Oil palm is an international commodity of huge interest. Two terms
of “cruel oil” or “green gold” are mentioned by Khatun et al (2017). Those represent dilemma. On one
hand, oil palm is economically important commodity. The commodity contributes as the largest
vegetable oil traded and consumed worldwide. In Indonesia, oil palm has increased exponentially in
the past two decades, contributing to 1/3 of national revenue according to National Statistics Agency,
2022.

On the other hand, oil palm has a devastating impact in terms of environmental perspectives. Qil palm
is also linked to practices that fit the most conventional definitions and perceptions of greenhouse gas
emissions, social harm, deforestation, peatland-mangrove degradation, and cultural dispossession. To
sum up, social and environmental debates are most highlighted.

The majority of reviewed literature focuses on optimizing the current schemes and believes that the
recommendation could bring sustainability into the palm oil supply chain. However, detailed
information on some aspects evidently missing. For example, palm oil has always been considered
socially and environmentally harmful. But what factors cause this to happen has never been discussed.
Examining a case study in Banyuasin, a district in South Sumatra. It has been stated that almost half
of the palm oil in Banyuasin comes from forest areas. However, predictions about the number of illegal
FFBs have never been published. Even though data on the distribution of forests that have been
converted by oil palm plantations are available in forestry government sectors.

For nearly a decade, there has been a growing focus on sustainable commitments within the oil palm
supply chain in South Sumatra, specifically in the Banyuasin District. Good Agriculture Practice (GAP)
has not met the sustainability requirements. The Government of Indonesia (GOIl) improves
management of palm oil plantations through Presidential Instruction Number 8 of 2018 concerning
the moratorium, evaluation of palm oil plantation licenses and delays in granting new permits.
Further, the mandatory of Indonesian Sustainable Palm Qil System (ISPO) is also implemented to
increase the competitiveness of Indonesian palm oil in the world market and participate in fulfilling
the commitment of the President of the Republic of Indonesia to reduce greenhouse gases and pay
attention to environmental issues (Apriani et al., 2020; Shahputra & Zen, 2018; Umayah et al., 2022) .

Eventually, this study aims to depict the current state of palm oil stakeholders in Banyuasin including
the existing policies-regulation and the ongoing business process. This is also to see the gaps within
the current state of the palm oil ecosystem in Banyuasin. The analysis conducted may provides
recommendation for stakeholder strategy in improving sustainable palm oil in Banyuasin.
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SECTION 2: METHODOLOGY

In this study, we introduce an identification of the stakeholders involved in the oil palm supply chain
using Social Network Analysis (SNA). Furthermore, based on SNA, we propose gap analysis using
SWOT. SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. This is a technique for
assessing these four aspects of the oil palm supply chain including what each actor performed best.
From the weaknesses gained from SWOT, we analyse the gaps and devise a successful strategy for the
future (check Figure 1). The details as follows:

A. Social Network Analysis

This study required three (3) steps such as observation, data collection (for primary data), and analysis.
Those mostly focused on social mapping and actor identification. The mapping used a Social Network
Analysis (SNA) approach, a method for determining social structure using network theory and graphs,
where actors, regulations, and practices would be the considerations.

Document &
Policy Analysis |

Observation

Literature

Introduction

A Meeting
) ) 4
Deflr\e Z N Partuupatf)ry SN N\ FGD Series analysi » Interim Result
Questions Mapping /
In depth
4 Thematic
Discussion ) 4 ) 4
Define N In depth . _| Mapped Social
Questions o Interview T Network
\
analysis
SWOT Analysis
\
analysis
Gap Analysis

Figure 1. Research Flow

SNA is built based on social theory, where individuals and/or groups can influence or otherwise be
influenced by the vision and mission of the organization (Lepineux, 2004)(Lepineux, 2004). This
method is particularly appropriate for analysing social cohesion, intermediary and exchange, as well
as social rank within or between social groups (Wasserman & Faust, 1994)(Wasserman & Faust, 1994).
Social cohesion is a force that applies to a group of individuals or organisations, and serves to form
the "cohesiveness" of the group. Social cohesion is divided into three (3) terms, namely:

1. Individual commitment to common norms and values,
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2. Mutual dependence that arises because of the intention to share (shared interest), and
3. Individuals who identify with certain groups.

Two perspectives dominate the SNA: a socially centred and an ego centred perspective (Forrest &
Kearns, 2001; Karau & Hart, 2015; Lepineux, 2004). The socially centred perspective analyses the
overall network structure. It looks for bonding patterns that suggest cohesive social groups, central
actors that may be important for social network integration, and asymmetry that may reflect social
prestige or social stratification (Karau & Hart, 2015). Meanwhile, the ego-centred perspective focuses
on the composition of the local network structure. Do actors influence each other through their
network ties (social influence model) and/or do actors adapt their ties to the characteristics of their
peers and their ties to them (social selection model)?

We conducted three (3) activities to collect data and information such as observation, FGD series, and
in-depth interview. We carried out policy analysis to check the current situation on oil palm at both
national and provincial level. Through FGD series and in-depth interview, information of actors,
relationships, and roles as well as insight on sustainable oil palm program were able to map.

Source: Documentation Sustainable Palm Oil Kick Off Meeting, 14 December 2022

Y B %{mx-miun vt (s gt

Figure 2. Mapped Stakeholder obtained from an FGD Forum

We conducted 3 FGDs; an FGD to map stakeholders from the perspective of plasma farmers! on 28
August 2022, an FGD to map stakeholders from the perspective of (illegal) smallholder farmers that
establish oil palm within forest area on 16 September 2022, and we held a large FGD with
representatives from the government and private sectors on 14 December 20222. In-depth interviews

1 The plasma farmer is a small-scale landholder residing in close proximity to the company's plantation and engaging in
agricultural activities through a collaborative arrangement known as the plasma scheme. The corporations will assist in the
process of land preparation and capacity buildings. Typically, the duration of this process spans approximately four years,
culminating in the readiness of their oil palm plantations for harvesting. In addition, the company offers technical support
services. Within the framework of this collaborative arrangement, plasma farmers willingly enter into an agreement to
vend their agricultural output to the aforementioned company at a pre-established and mutually agreed upon price. For a
more comprehensive explanation, please refer to the glossary.

2 We conduct the large FGD in a collaboration with Sustainable Palm Oil Kick Off Meeting in 14 December 2022 in
Palembang, South Sumatra.
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verified the findings of those FGDs. The interviews were conducted one-on-one, in addition to other
focus groups or frequent talks.

Data from literatures, FGDs, and interviews were entered and modelled into www.kumu.io. Name,
type, role, and insight related oil palm policies and practices were organized into the .csv table to fully
display relationships and communication between entities. The nodes, therefore, represent not only
interviewed respondent but also extension entities, actors who were identified through literature
study, and other actors who were not interviewed but mentioned by respondents and confirmed in
the literatures or other sources. We also combined multiple responses from the questions and then
analysing relationships among different sets of variables.

In relation to the sustainable oil palm supply chain in Banyuasin, SNA can map the network of actors
who are involved in the oil palm ecosystem. Thematically, there are five (5) terms to be analysed, for
instance: regulation, legality, business process, human resources, and environmental aspects. Social
cohesion theory can serve to determine strategies to build demand and compliance®.

B. Gap Analysis based on SWOT

SWOT is used to evaluate four (4) aspects of strengths, weaknesses, opportunities, and threats. This
analyses the growth of the entity (which is obtained from the SNA) along with the benchmarks for its
success. While in a project, a SWOT analysis can be used to ascertain how well a project is performing
based on initial projections (Puyt et al., 2023). SWOT is more external. Since we analyse the four
aspects from the external perspective against the existing oil palm supply chain. In this study, we used
several guiding questions to look at 4 key aspects of SWOT. The list of questions is as follows:

Table 1. List of Main Questions for SWOT

Topic of Stage | Strengths Weaknesses Opportunities Threats
Policy, regulation, | What are the strengths of In what areas does the What are the Does the firm
and legality the organization/entity/actor current exhibit any

organization/entity/actor
involved in policy making?
Do the existing regulations
adequately support the
sustainability standard of
palm oil? Does the legality
of the matter align with
appropriate regulatory
measures?

require improvement? Are
there any concerns
regarding compliance? Is
there a need to enhance
the level of engagement in
legislation and policy
making and/or
improvement? Are there
any concerns or challenges
related to the field of law
enforcement?

developments in
new products, laws,
and policies that
have the potential
to generate a
competitive edge? Is
there a potential for
enhancing
awareness regarding
the adoption of
sustainable practises
within the palm oil
supply chain?

patterns of
seasonality?
Does the
commodity
pose a threat to
forests or
contribute to
climate-related
disasters?
What are the
primary
sources of
threats that
may impede
the
sustainability of
palm oil
production?

3 The compliance refers to willingness. Where the level of compliance is based on willingness to change in terms of
behaviour (towards sustainability) and willingness to accept/ follow the rules.
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Human resources

What distinctive
experiences and
information does the
organisation, entity, or
actor possess? What are the
geographical advantages
possessed by the
organization/entity/actor?
What are the strengths
possessed by each
stakeholder?

Is the
organization/entity/actor
perceived negatively in
terms of reputation? Do
financial challenges exist?
Do geographical gaps
present any limitations or
issues?

What are the
prevailing industry
and commerecial
trends that present
potential
opportunities for
exploitation?
Examine the efficacy
of implementing a
sustainability
method. For
instance, the
discussion revolves
around the topic of
favourable trade
deals with foreign
countries. What
strategies can be
employed to
enhance
sustainability? Are
there any prospects
for forming
partnerships or
alliances?

Are there
specific actors,
companies, or
organisations
that play a role
in the
establishment
and
advancement
of sustainability
mechanisms
within the oil
palm supply
chain? What is
the level of
effectiveness
exhibited by an
organisation,
entity, or actor
in adhering to
sustainability
standards?

On farm level 1-
Cultivation to FFB
trading

Are stakeholders on farm
level 1 of farming able to
access instruments or
facilities that promote
sustainability standards? Is
it possible to acquire the
transparent price, which
includes the farmgate price,
at this particular level?

How is the
implementation of
sustainability standards
monitored at this level?
What is the state of law
enforcement? What is the
level of community
assistance?

Is the ISPO truly a
viable alternative for
implementing
sustainability
standards at this
level?

To what extent
do the rivals
possess
strength?
(Additionally, it
is important to
consider the
opposition
(such as black
campaign)
towards the
palm oil sector
at this

particular
stage.)
On farm level 2— | Can stakeholders at the first | How is the monitoring of In what ways is To what extent
FFBs trading level of farming access sustainability criteria technology do the rivals
instruments or facilities that | implemented at this undergoing possess
support sustainability particular level? What is transformation? strength?
standards? What type of the current status of law How is the (Additionally, it

instrument is utilised to
enhance the adherence of
intermediaries/ middlemen
to sustainability practises?
Is it feasible to obtain the
transparent price at this
specific level?

enforcement? What is the
extent of community
support?

understanding of
sustainability
standards by
stakeholders at this
level perceived?

is important to
consider the
opposition
(such as black
campaign)
towards the
palm oil sector
at this

particular
stage.)
Off farm level 1 — | Can stakeholders at the first | How is the monitoring of In what ways is To what extent
Semi Processed level of farming access sustainability criteria technology do the rivals
Product instruments or facilities that | implemented at this undergoing possess
support sustainability particular level? What is transformation? strength?
standards? What type of the current status of law How is the (Additionally, it

instrument is utilised to
enhance the adherence of
intermediaries/ middlemen

enforcement? Are
stakeholders encountering
challenges in the

understanding of
sustainability
standards by

is important to
consider the
opposition
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to sustainability practises?
Is it feasible to obtain the
transparent price at this
specific level?

establishment of
sustainability standards?

stakeholders at this
level perceived? To
what extent do
stakeholders exhibit
enthusiasm in
adhering to
sustainability
standards and how
to deal with it?

(such as black
campaign)
towards the
palm oil sector
at this
particular
stage.)

Off farm level 2 —
Final Product

Can stakeholders at the first
level of farming access
instruments or facilities that
support sustainability
standards? What type of
instrument is utilised to
enhance the adherence of
intermediaries/ middlemen
to sustainability practises?
Is it feasible to obtain the
transparent price at this
specific level?

How is the monitoring of
sustainability criteria
implemented at this
particular level? What is
the current status of law
enforcement? Are
stakeholders encountering
challenges in the
establishment of
sustainability standards?

In what ways is
technology
undergoing
transformation?
How is the
understanding of
sustainability
standards by
stakeholders at this
level perceived? To
what extent do
stakeholders exhibit
enthusiasm in
adhering to
sustainability
standards and how
to deal with it?
What are the
prospects for the
end product
manufactured
within the country?

To what extent
do the rivals
possess
strength?
(Additionally, it
is important to
consider the
opposition
(such as black
campaign)
towards the
palm oil sector
at this
particular
stage.)

Source: analysis, 2023

Drawing upon the SWOT analysis framework, our attention is directed towards the identification and
assessment of weaknesses in order to quantify existing gaps. This particular step primarily pertains to
internal processes. The idea is to evaluate strategies to see if they will fill the gap (Xu et al., 2022).
Sometimes referred to as a need-gap analysis, the gap analysis is less about long-term strategic
planning and more about addressing an immediate strategic need or action that needs to be taken. In

that sense, it’s a more reactive approach to supply chain analysis.

Back-to-back, we also appraise the results from SWOT to develop strategies to close the gap.
Therefore, we need to envision both the current state and the future state. The steps would be
explained as follows:

Organizational S Identified Root

Goals .
Barriers causes
Current Cause of Solutions
Achievement Motivation
" — - -
Gaos e Cause of
P Knowledge

Figure 3. Process for Gap Analysis
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SECTION 3: ACTUAL CONDITION OF OIL PALM
SUPPLY CHAIN IN BANYUASIN

The crop of oil palm (Elaeis guineensis) has been contributing to high profit but led to the forest
loss(Fitzherbert et al., 2008; Iseas, 2013) . During the past two decades, Indonesia has led as the largest
palm oil producer. In mid 2000s, the country become the biggest producers of CPO, accounted for
19.2 million tons and 66% of them are exported (Rist et al., 2010; Xin et al., 2022). At the same time,
at least the forest area has decreased by 2,586,176.5 ha and 360,226.1 ha in South Sumatra based on
Ministry of Environment and Forestry* or 10.1 Mha® nationally, and 225 Kha® in South Sumatra based
on an analysis by Global Forest Watch. However, Oil palm has devastating impact in terms of
environmental perspectives. Qil palm is also linked to practices that fit the most conventional
definitions and perceptions of greenhouse gas emissions, social harm, deforestation, peatland
degradation, and cultural dispossession (Astuti, 2021; Santika et al., 2019; Shahputra & Zen, 2018). To
sum up, social and environmental debates are most highlighted. These challenges must be addressed
by implementing sustainable principles from the point at which the oil palms are planted to the point
at which the products are manufactured and marketed.

South Sumatra, particularly Banyuasin District is projected to adopt sustainable commitments in terms
of oil palmpalm oil supply chain. Good Agriculture Practice (GAP) has not met the sustainability
requirements (Schoneveld et al., 2019). The government improves management of palm oil
plantations through Presidential Instruction Number 8 of 2018 concerning the moratorium, evaluation
of palm oil plantation licenses and delays in granting new permits. Further, The Indonesian Sustainable
Palm Qil System (ISPO) is also implemented to increase the competitiveness of Indonesian palm oil in
the world market and participate in fulfilling the commitment of the President of the Republic of
Indonesia to reduce greenhouse gases and pay attention to environmental issues (Apriani et al., 2020;
Shahputra & Zen, 2018; Umayah et al., 2022).

4 Derived from the Indonesian Deforestation Books 2013-2014, 2014-2015, 2015-2016, 2016-2017, 2018-2019, 2019-2020,
2020-2021 Ministry of Environment and Forestry.

5 megahectare (Mha) a unit of land area equal to one million hectares.

6 kilohectare (kha) a unit of land area equal to 1000 hectares. The kilohectare is also equal to exactly 10 million square
meters, about 2471.054 acres, or 3.861 022 square miles.
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Figure 4. Existing Sustainable Standardization and Certification for Palm Oil Supply Chain in Banyuasin
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There are at least 2 mandatory standardizations for smallholders and 2 standardizations for
companies. STDB (Surat Tanda Daftar Budidaya) and ISPO (Indonesia Sustainable Palm Qil) for
smallholders as well as PUP (Penilaian Usaha Perkebunan) and ISPO for companies (check Figure 4).
For companies that are going to export, they may apply for international standardization such as RSPO.

For oil palm smallholders in forest areas, after the issuance of Law no. 11 of 2020 concerning Job
Creation, administrative sanctions apply. However, after administrative sanctions have been imposed,
palm oil that is more than 5 years old can apply for social forestry approval for a Strategi Jangka Benah
or SJB’ (read: oil palm agroforestry) scheme. FFB (Fresh Fruit Bunch) from oil palm agroforestry
becomes legal for only one cycle, before the land is restored into forest. Therefore, after the cycle
ended, communities may shift to manage NTFPs.

However, implementing those sustainability instruments area facing challenges (Hutabarat et al.,
2019; Liu et al., 2020; Watts et al., 2021). Presidential Regulation (Perpres) No. 44 of 2020 concerning
the Sustainable Palm Qil Plantation Certification System Indonesia has a mandate that all smallholders
must be ISPO certified by 2025. Yet, in Banyuasin, based on interviews, certification has not yet
reached 1/3 of all oil palm smallholders. ISPO implementation has faced several obstacles:

1. Most of the certified farmers are plasma farmers working with companies (read: plasma
smallholder farmers) and/or farmers affiliated with associations and cooperatives. These
institutions help farmers to register STDB and ISPO.

2. Legal independent smallholders must first register STDB before registering with ISPO. Lack of
knowledge and access to information is the biggest obstacle. On the other hand, the Dinas
Perkebunan dan Peternakan (Disbunnak)isbunnak Banyuasin® lacks certified staff to provide
assistance at the site level.

3. Most of the oil palm farmers are in forest areas. Which means, they cannot register STDB and
ISPO. Qil palm in forest areas must be verified for administrative sanctions first, before being
given legal access to forest management through the social forestry SJIB scheme.

4. Legal companies must first register PUP before registering with ISPO. Lack of knowledge in
PUP is also experienced by most of the small-scale companies. On the other hand, the
Disbunnak Banyuasin lacks certified staff of PUP to provide assistance at the site level.

Furthermore, to understand the currents states of palm oil supply chain in Banyuasin, the following
sections explain the existing condition on regulation related to forestry-agricultures sectors and the
actors involved in palm oil supply chain.

7 https://jangkabenah.org/
8 Dinas Perkebunan dan Peternakan (Disbunnak) Banyuasin is District Level Office of Plantation and llvestock in Banyuasin.
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A. Overview on Current Oil Palm Regulations and Policies

Indonesia has been acknowledged has more diversified regulations and policies related to palm oil
supply chain (Ruml et al., 2022). At the national level, there are more than 40 regulations made to
accommodate the implementation of sustainable oil palm at national level (check Table 2). Almost a
half of them is multisectoral regulations. They are mainly on the legality, environmental protection,
conservation, restoration through SJB scheme, and community involvement. Other regulations are
focusing on palm oil industry, started from land preparation under GAP (Good Agriculture Practices)
to product selling. However, we assume there are still more regulations made to support the palm oil
in South Sumatra and Banyuasin. Those regulations have not been uploaded in the government web
system?®.

The various regulations are sometimes overlapped or not well integrated®. Most of the cases, the
government representatives who are responsible for the policy implementation never involve other
related government sectors. In Banyuasin, the coordination among the district governments for oil
palm management never involved the forestry sector government as the authority of state forest
areas. In which, almost 40% of the forested areas! in the district have been converted to oil palm
plantations, including peatland and mangroves.

Another case at national level, the GOI has issued Regulation of the Minister of Agriculture Number
29 of 2016 concerning Amendments to Regulation of the Minister of Agriculture Number 98 of 2013
concerning Guidelines for Licensing for Plantation Businesses. Some of the provisions in the
amendment are changes to Article 1 point 4, then Article 13, Article 14, and Article 49 are deleted or
not enforced. In terms of legal norms regulated in Minister of Agriculture Number 29 of 2016, it has
the potential for major problems. Referring to the Plantations Law, some of the revised provisions are
inconsistent and contradictory to several provisions, namely Article 41 Paragraph (3) which regulates
or allows companies to only conduct plantation product processing businesses as processing activities
whose main raw materials are plantation products for gain added value. Where this is a type of
plantation business and there is an obligation to have land rights, plantation business permits and IUP-
B (Izin Usaha Perkebunan untuk Budidaya/Plantation Business Permits for Cultivation)!? by law. This
is not in line with Article 1 point 4 of the revised Minister of Agriculture, where permits for plantation
product processing businesses are changed to become plantation product processing units, in the
sense that they are not one type of plantation business, but rather a unit within the plantation
business.

From the two cases above, involving relevant stakeholders in the formulation and implementation of
regulations is the key. It is hoped that the regulations and the process for making them reflect the
needs and realities of each stakeholder involved, as well as being able to adapt quickly and respond
to changes. This adjustment is more likely when the systems and practices for creating and improving

9 jdih.sumselprov.go.id for South Sumatra Province and jdih.banyuasinkab.go.id for Banyuasin District

10 Check Annex 1. List of Existing Regulations Related to Palm Oil

11 Based on rough estimation using Global Forest Watch combined with information from online sources sucah as:
https://news.republika.co.id/berita/rh2kmm330/klhk-33-juta-hektare-kebun-sawit-ada-di-kawasan-hutan;

12 According to Regulation of the Minister of Agriculture Number 21/PERMENTAN/KB.410/6/2017, there are three (3) types
of business license for plantation -IUP-B (Izin Usaha Perkebunan untuk Budidaya), IUP-P (Izin Usaha Perkebunan untuk
Pengolahan), and IUP (Izin Usaha Perkebunan). Plantation Plant Cultivation Businesses with an area of 25 hectares or more,
which is required to have a Plantation Business Permit for Cultivation (IUP-B). Palm oil, tea and sugar cane processing
industry with a capacity equal to/or exceeding 5 tons of FFB per hour, which is required to have a Plantation Business
Permit for Processing (IUP-P). Plantation Plant Cultivation Businesses that are integrated with Plantation Product
Processing Industry Businesses, which are required to have Plantation Business Permits (IUP). Mill-Plantation owned
company must have IUP.
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regulations are fully embedded in country decision-making processes and are not viewed as a
bureaucratic afterthought.

Essentially, to encourage the implementation of sustainability in palm oil supply chain, the regulations
must be integrated and well-coordinated. In other words, a policy that considers all related aspects of
supply chain, would be a good foundation for sustainable palm oil. However, successful policy making
for emerging industries that consider environmental issue, also depends on adopting a scientific
perspective and accurately estimating the potential impact of policies (C. Lu et al., 2014).

B. Identification on Current State of Oil Palm Ecosystem in Banyuasin, South
Sumatra

Carrying out stakeholder analysis could be in line with identification of social capital. To encourage the
sustainable palm oil industry, this must involve multi stakeholders within the palm oil ecosystem.
Social capital inheres in the structure of people’s relationships that allows individuals to gain access
not only to economic resources but also to human and cultural capital. Social capital in this study is
understood as networks, roles, and norms of reciprocity among individuals in palm oil ecosystem.

In terms of network, the connection between individuals with other stakeholders, illustrated by social
interactions, social loops, and social identities. We highlight the social network into two types:
horizontal and vertical networks. Horizontal network is defined as a type of relationship that can bring
together individuals of relatively equivalent status and power. Oppositely, vertical network connects
unequal actors/ individual/ institutions in asymmetric hierarchy.

Stakeholder Cluster Derived from Five (5) Aspects

According to previous section, it was clear that in the context of policy and implementation; , applying
sustainability in industry-business is a priority. Industry terms seem to be the basis since the sector is
making efforts to meet global market expectation — transparency, accountability, and traceability

(Potter, 2015). ISPO was created to secure Indonesian market notably in gaining trust from the
prospective buyers (Dewi, 2021; Harsono et al., 2012).

Further, we identify sub-ecosystems and components of the main activities of the palm oil supply
chain business process that are existing in Banyuasin since they have strong excuses to be considered
in the palm oil industry (see Figure 5).
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Figure 5. Palm oil supply chain business process in Banyuasin

to be end products.

According to the existing supply chain, we classify the industry’s relationship types into 3 groups such
as between individual people within any firm/ institutions of the supply chain; between two
companies of the two adjacent tiers; and between companies within the same (supplier or buyer) tier.
According to the prevailing supply chain framework, the industry ecosystem may be effectively
categorised into three distinct hierarchical levels such as between individual people within any firm/
institutions of the supply chain; between two companies of the two adjacent tiers; and between
companies within the same (supplier or buyer) tier. This is in line with the observation from D. Lu et
al (2014)

1.

Between individual people within any firm/ institutions of the supply chain.

This tier appears in step 1 and 2 (of Figure 5). This provides trading relationship between seeds
producers and fertilizers seller and smallholder farmers. Furthermore, trading relationship
smallholder farmers and middleman and/ or company. FFBs are the main commodity being
traded.

2. Between two companies of the two adjacent tiers.
This tier is illustrated in step 2 to step 4. The tier is not limited on the size of the company, yet
to the type of products being traded. The types of products are FFBS, CPO (Crude Palm Qil),
KPO (Kernel Palm Qil), and the derivative products of CPO and KPO. In this tier, the FFBs are
transported outside the plantation by a company or legal middleman with Delivery Order
(DO)® to be sold to other companies. Interestingly, the company can play role from step 1 to
4. Since a company may have plantations and mills/ factories; mills and refineries; or just
refineries. Some companies who own mills and refineries also collect CPO and KPO from other
smaller companies to produce derivative products.

13 DO or Delivery Order is a local term to mention middleman that is legally registered with notarial deed and has FFB
selling contract with mill companies. This can be a limited liability company, limited partnership, or cooperative.
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3. Between companies within the same (supplier or buyer) tier.
This tier is depicted in step 5. This provides a transaction between a company as a buyer and
a company (can be mills and/ or refineries) as a supplier. The products being transacted are
CPO, KPO, and/ or derivative products. The buyer (company) will produce end-products for
sale to end users.

In the palm oil ecosystem, stakeholders -who are individuals, groups or parties who have an interest
in an organization (company), have an important role or some roles in influencing the course of the
palm oil supply chain. Based on the identification of the actors involved in the ongoing business
processes, we group them based on five (5) important aspects - legal (policy and regulations), industry-
business, sustainability, social, and commodity. These five aspects are the main foundation of the palm
oil supply chain in Banyuasin (see Table 2).

Based on five aspects identified, then we classify 14 clusters or stakeholder groups that contribute to
the oil palm ecosystem such as government, academic, NGO/CSO, customary institution, association,
private sector, middleman, seed producer, finance institution/ cooperative, certification institution,
standardization agency, research centre, smallholder famers, and employment. A stakeholder cluster
may be involved in more than one aspect, depending on the roles they play.

Table 2. Five Aspects and Stakeholder Cluster of Oil Palm Supply Chain in Banyuasin

Aspect Stakeholder Cluster

Legal (policy and regulation) =  Government
=  Academic
= NGO/CSO

= Customary Institution
=  Association
Industry-business =  Private Sector
= Middleman
=  Seed Producer
=  Finance Institution/ Cooperative
Sustainability = Certification Institution
=  Standardization Agency
=  Research Centre
=  Finance Institution/ Cooperative
=  Private Sector
=  Government
=  Smallholder Farmer
Social =  Smallholder Farmer
=  Middlemen Employment
=  Private Sector
=  Government
Commodity (Productivity) = Smallholder Farmer
=  Private Sector
=  Research Centre
= Standardization Agency
=  Finance Institution/ Cooperative
Source: Analysis, 2023

Each aspect has relatively the same urgency but is viewed differently by each stakeholder related to
the management of oil palm plantations in the district. In general, the table explains that each actor
who plays a role in the supply chain will have different connections and strengths among themselves,
while actors with strong connections will be able to set strategies to improve sustainable supply chain
management and processes at every level apply.
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The legal aspect plays an important role in determining strategic policy directions, especially to realize
a sustainable palm oil supply chain. For instance, Tthe regulation on ISPO is a quite effective move.
Because ISPO contains sustainability standards and obligations for supply chain stakeholders to
comply with them. Even though there are still many leaks here and there, ISPO is already leading to
the standards demanded by the global market.

For example, following ISPO and global market standards, large ge companies!* promise to work only
with suppliers that comply with social aspect and environmental standards. Typically, these
companies expect their primary suppliers to comply with these standards, and they require those
suppliers, in turn, to require compliance from their suppliers—which ideally require the same from
their suppliers. The goal is to create a cascade of sustainable practices that flow smoothly throughout
the supply chain. In terms of the involvement of middlemen in the supply chain, the mandatory of the
legal middleman having DO is a method to encourage the fair and transparent price between the
farmer and middleman.

In the supply chain at the baseline level, we found problems in Banyuasin. We visited three ground
level company suppliers and three smallholders - legal smallholders, legal independent smallholders
and illegal smallholders who established plantations in protected peat forests. Supplier companies do
not yet have an environmental management system, especially in waste management; and a lack of
procedures for dealing with societal red flags such as managerial reprisals and unsafe working
conditions. At the site level, plasma smallholders can practice GAP and get certified seeds and
fertilizers because of the company's assistance. Legal independent smallholder farmers can follow the
practices of plasma farmers, but sometimes "corruption" occurs in the supply of fertilizer to members
or certified seeds mixed with low quality seeds. lllegal farmer, of course they can no longer follow all
these sustainability standards, due to illegal land access.

Again, the legal aspects need to be improvised to create monitoring instruments that can answer all
these problems. Stakeholder compliance is a crucial factor in implementing supply chain sustainability
standards. The legal aspect will support sustainability aspect at the baseline level to also encourage
the optimalization of commodity productivity in sustainable way following GAP.

Furthermore, due to the high demand for stability including accountability, transparency, and
traceability in industry-business aspects; customers, employees, and investors are increasingly
resisting those who have been laggards to enforce bans. A company must have buy-in and support
from the entire workforce. This starts with respecting the workforce, creating diverse and safe spaces,
emphasizing human rights and GEDSI (Gender equality, disability and social inclusion)®’,
environmental health, and safety, and providing professional development opportunities for talent,
such as training and reskilling programs.

Climate change, circular economy and sustainability aspect have become business priorities and the
global palm oil supply chain is right in the middle of these challenges—a major problem contributor,
and a big area of focus for action. At the site level, Banyuasin implements PUP for companies before
accessing ISPO. As well as STDB for smallholders before registering their commodities with ISPO (Dewi,

14 Based on the observation on the ground, the MSME companies are mandated the similar requirements for sustainable
standards. However, we identified although the government applies the regulation of compliance the same way with large
companies, in most cases, the monitoring has been mostly directed to merely large companies.

15 The global commitment to "No One Left Behind" reflects that no marginal group should be left behind. In the SDGs
document which GOI certainly ratified through a gender mainstreaming policy - groups that have been marginalized so far,
such as women, children, persons with disabilities, and indigenous peoples, must be ensured to be involved. This is the
point of departure for the importance of using the GEDSI lens (gender equality, disability, and social inclusion) as a
perspective and policy mainstream.
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2021; Harsono et al., 2012). As usual, this implementation is still sluggish, due to the lack of capability
and capacity of human resources in the government, community, and even in companies.

Stakeholder Element and Connection

Vertical networks

Based on the observation conducted, most of the discourse of sustainability in supply chain focus on
stakeholder acceptance and business strategy as sustainability in palm oil will require behaviour
change. The top-down policy mindset can indeed impose this condition. This can certainly be seen
from the illustration in Figure 6, where the 14 main stakeholder clusters are interconnected with
vertical hierarchy. For example, governments as policy makers can regulate entire actors from other
clusters. In addition, policy makers also have the power to determine the palm oil business licensing
and formulate incentive and tax.

Vertical relationships also indicate connections between actors from different sub-clusters. Given the
example, PT. Hindoli Cargill as a big company (owning plantation, mills, and refinery) from the private
sector interacting vertically with plasma smallholder farmer -their potential FFB suppliers (from
smallholder cluster). Their position and role will never be equal. One party at the top level can
influence the others by "coercion" if necessary.

Lepineux (2004) underlined an opinion related to business actor in the vertical network:

“Companies
are the main economic and social actors, and their aggregate activities have a tremendous
impact on national societies. Being social institutions, they fulfil essential functions: they
provide jobs to the greatest part of the labour force; they represent a decisive factor for the
creation and the preservation of social ties; their innovations, their strategic choices influence
the fate of societies in which they operate. Consequently, they bear a part of the
responsibility for the rise of social inequalities described above; to a large extent indeed,
these inequalities can be attributed to the development of an employment model based on
more and more flexibility, which continuously adds to precariousness”.
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Figure 6. Stakeholder Cluster and Sub-Cluster of Palm Oil Supply Chain Ecosystem in Banyuasin

Horizontal networks

Horizontal ties are the primary and most important layer of social networks. This network serves as
one of the main channels of informal communication in the supply chain ecosystem. This is an
important source of information for large numbers of individuals under the same cluster.

Our interviews also revealed that close relationship (mainly from the same cluster) are often the very
first names given by respondents when asked who they most often work with, on palm oil issues. This
may be playing a significant role in decision making in the closed-cluster relationship.

In terms of capacity building and assistance to the smallholders for example, the combination of
vertical-horizontal relationships is also a good strategy in terms of delivering messages about the
importance of having sustainability standard since at baseline levels. For example, the government
and NGOs/CSOs can work together to conduct training concerning on STDB and ISPO by inviting
community representatives. This representative will then voluntarily disseminate knowledge and
messages to the people who are still in the alliance.

Actors Relationship in Palm Oil Supply Chain Ecosystem

SNA assumes that everyone is mutual depend. Without compromising individual attributes and roles,
SNA also includes relational or network data (data that contains ties and relationships). Networking
becomes an important part when someone wants to make political decisions collectively. Someone

16 The private sector encompasses both Micro, Small, and Medium Enterprises (MSMEs) as well as large companies. Based
on empirical observations and scholarly investigations, it has been determined that there are solely two distinct categories
of micro, small, and medium enterprises (MSMEs), namely Plantation-Mills owned Companies and Mills Companies. In the
palm oil sector, there exist several distinct types of large companies, including Plantation-Mills owned Companies, Mills
Companies, Mills-Refinery Companies, Refinery Companies, Plantation-Mills Refinery Companies, and End-product
Processed Companies.
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who has power but is unable to interact with his knowledge and influence with others will lose his
influence. On the other hand, if an actor is low in influence but because he can position himself
appropriately in the network, his influence will unwittingly increase. On the other hand, it has also
succeeded in increasing the effectiveness of decision-making.

Figure 7 shows a map of networks on Palm Oil stakeholders in Banyuasin at the current condition. This
contains 188 actors and 768 relationships with 10 types of relationship. The types of relationship are
coordination, collaboration, trading, certification, data and information sharing, standardization, aid
and support, assistance and consultation, order, as well as licensing and legality.

Individuals may perform one or multiple relationship with more than one actor. As previously
explained, some actors may have multiple positions, so they have many relationships. Only business
actors who are quite prominent have these conditions. Others, have a single position but also do many
relationships based on different needs.
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Figure 7. Existing Stakeholder of Oil Palm Supply Chain in Banyuasin

If we take a look more deeply, there is an issue where the social networks imply on binary
categorization such as societal stakeholders on the one hand, and industry-business stakeholders on
the other (Lepineux, 2004). Unsurprisingly, the palm oil social network predominantly comprises
business stakeholders, as all its components maintain Not surprisingly, the palm oil social network
tends to be more business stakeholders because all its constituents have business relations or possess
interests pertaining to the concerned organisationinterests relating to the concerned organization.
The aforementioned distinction appears to be more persuasive than other alternative
perspectivesSuch a clear-cut distinction seems more convincing than many others.

Nevertheless, these interpretations may face criticism due to their lack of alignment with the
actualities and anticipated desires of stakeholders. In the subsequent section, we will conduct a more
comprehensive analysis of the key actors that have dominance within the palm oil supply chain
ecosystemHowever, these interpretations are subject to criticism, mainly because they are not related
to the realities and expectations of stakeholders. We check more on who is the dominant actors in the
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palm oil supply chain ecosystem in further section. This correspondence serves to verify whether the
dominating actors exclusively engage in business activities rather than fulfilling societal
obligationsThis is to confirm, whether the dominant actors only perform business instead of being
societal.

Centrality Measures: Mapping Loop, Power, and Authority

Loops of dominant actors

We identify 3 loops that are formed due to the presence of dominant actors. A loop is a sub-ecosystem
created by a closed relationship between these actors. On the other words, this is the phenomenon
of dominant actors within a system characterised by repeated iterations.

The three loops are fronted by the two most dominant actors, such as the Dinas Perkebunan dan
Peternakan (Disbunnak/ District Level Office of Plantation and Livestock) and Badan Perencanaan
Pembangunan Daerah (Bappeda Litbang/ District Level Office of Planning, Development, and
Research) as representatives of the Banyuasin government, and a group of actors from
representatives of clusters smallholder, private sectors, NGO/CSO, and middleman.

a. Loop of Business Licensing- performed by government and private sector (check figure 8a).
In terms of business licensing, Disbunnak and DPMPTSP (Dinas Penanaman Modal dan
Pelayanan Terpadu Satu Pintu/District Level Office of Investment and One Door Services) have
a central position. Both respectively have distinct and significant functions in the process of
issuing licensing recommendations and granting company licencesplay important roles in
providing licensing recommendations and providing business licenses. In terms of licensing®’,

17 There have been modifications observed in the realm of business licencing. Law Number 11 of 2020, which pertains to
Job Creation, introduces significant alterations to the framework of company licencing in Indonesia. At present, the
adoption of risk-based business licencing is being undertaken with the aim of facilitating the enhancement of the
investment climate and business operations. The regulation pertaining to the use of a Surat Izin Usaha Perdagangan (SIUP/
Trading Business Licence) was previously stipulated in Article 1 number 2 of the Minister of Trade Regulation Number
36/M-DAG/PER/9/2007 of 2007, which specifically addresses the issuance of Trading Business Licences. The necessity of
SIUP has been rendered obsolete.

Risk-based business licencing is implemented in accordance with Article 7, paragraph (1) of the Job Creation Law, wherein
the determination of the risk level and rating of business scale are taken into consideration for conducting business
activities. The determination of risk level and business scale rating is acquired by an evaluation of the degree of hazard and
the likelihood of hazard occurrence. Based on this evaluation, it has been decided that business operations can be
categorised into three levels of risk: low risk, medium risk, and high risk. Correspondingly, the issuance of business licences
is allocated accordingly.

The issuance of Nomor Induk Berusaha (NIB), also known as business identification number, serves as the legal
authorization for engaging in low-risk business activities. The NIB acts as evidence of registration for business actors
engaging in commercial operations and functions as a means of identification for these actors during the course of their
business activity.

The licencing framework for medium risk business activities encompasses two categories: low medium risk business
activities and medium high risk business activities. Business licences for medium-low risk business operations are issued in
the form of supplying NIB and standard certificates (such as ISPO). These certificates serve as official statements by
company actors, affirming their compliance with established business standards in the context of performing their business
activities.

In the context of medium-high-risk business activities, the acquisition of business licencing entails the provision of National
Identification Numbers (NIB) and standard certificates. These credentials are issued by either the central government or
regional governments, in accordance with their respective authorities. The issuance of such licences is contingent upon the
verification of compliance with prescribed standards for the implementation of business activities by the concerned
business entities.
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Disbunnak has relationships with other government sectors, the private sector, and
middlemen who own cooperatives or companies, but rarely checks the KLHS (Kajian
Lingkungan Hidup Strategis/ Strategic Environment Assessment) documents issued by DLH
(Dinas Lingkungan Hidup/ District Level Office of Environment). At this stage, it can be ensured
that the distribution of sustainable palm oil management policies can be carried out by the
Disbunnak starting from obtaining permits for stakeholders engaged in the business sector.

For a comprehensive understanding of the procedural aspects involved in obtaining business

licences in South Sumatra and/or Banyuasin, please refer to the diagrams provided in Annex

2.

Loop of Business Running -— performed by government-private sector-middleman-

smallholders-NGO/CSO (check figure 8b). In this loop there are 3 4 main activities related to

the running of the oil palm business in Banyuasin, for instance:

1. Coordination between Disbunnak and Bappeda Litbang with the private sector.
The coordination with other stakeholders related to business running carried out by the
Disbunnak and Bappeda Litbang. Disbunnak invites the private sector and smallholders
for coordination purposes related to the monitoring and evaluation of sustainability
standards such as STDB, PUP, and ISPO. Nevertheless, it appears that Bappeda Litbang of
Banyuasin possesses divergent intentions in its endeavour to engage the private sector
with the aim of allocating Corporate Social Responsibility (CSR) funding to bolster
government-led development initiatives.

2. Assistance for standardization of sustainability by the Disbunnak for the private sector,
smallholders, and middlemen.
Disbunnak will aid with STDB and ISPO for smallholders and PUP8 and ISPO for companies.
STDB for smallholder as well a PUP for company are integral components of the
Indonesian Sustainable Palm Oil (ISPO) certification system. Disbunnak will direct
middlemen with DO to regularly adjust the FBB scale measurements to Dinas Koperasi,
Usaha Kecil Menengah, Perindustrian, dan Perdagangan Banyuasin (District Level Office
of Cooperative, Small-Medium Enterprises, Industry, and Trading).

To accomplish the ISPO, the District Head/City Mayor has designated the Disbunnak to
establish a specialised task force that will aid the STDB and PUP. In STDB, there will be two
types of taskforces such as Tim Pendataan STDB (STDB Data Collection Team) and Tim

Furthermore, in cases where a medium-risk business activity necessitates product standardisation, the national
government will grant a product standard certificate subsequent to a thorough assessment of conformity with the

prescribed standards. This certification is a prerequisite for business entities to engage in product commercialization

endeavours.

18 prior to the implementation of the Law of Job Creation in 2020, there existed the Surat Tanda Daftar Perusahaan (STDP),

which functioned as a Plantation Business Registration Certificate, analogous to the Surat Tanda Daftar Budidaya (STDB)

but specifically for companies.

According to Article 1, letter (a) of Law Number 3 of 1982, also known as "UU 3/1982," a company register refers to an

official compilation of records maintained in accordance with the stipulations outlined in Law 3/1982 and its corresponding
implementing regulations. This register encompasses essential information that every company is required to submit and

have officially approved by an appointed representative from the company registration office. Companies who have

successfully completed the registration process in the official company register will be granted a STDP.

According to Article 116 of the Job Creation Law, Law 3/1982 has been repealed and rendered null and void. In this
manner, the company is currently relieved of any duty to provide STDP.
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Verifikasi Data Lintas Sektoral®® (Cross-Sectoral Data Verification Team). The Tim
Pendataan STDB will be responsible for documenting all smallholder data, with the
assistance of a team from the village administration who are also members of the Tim
Pendataan STDB. The process of data collection includes the gathering of information
pertaining to the ownership of land. In addition, the collected data will be given to the Tim
Verifikasi Data Lintas Sektoral for the purpose of conducting field checks. Once all the
necessary information has been verified, the Tim Verifikasi Data Lintas Sektoral will
proceed to offer recommendations about the issuing of the STDB to the District Head or
City Mayor.

Disbunnak offers a PUP Team to perform periodic assessments of companies holding IUP,
IUP-B, and IUP-P licences on a triennial basis. The PUP team possesses official certification.
The assessment encompasses eight distinct components, including legality, management,
plantation, product processing, social factors, regional economy, environmental
considerations, and the reporting system. The findings of the evaluation?® will be
presented to the District Head/City Mayor, along with a duplicate copy sent to the
governor and the Director General of Plantations at the Ministry of Agriculture.

3. Once the STDB or the PUP has been obtained, both smallholders and companies have the
opportunity to submit applications for the Indonesian Sustainable Palm Qil (ISPO)
certification. However, in order to comprehend the rationale behind it, shown below in
Annex 3 is the sequential progression of the ISPO certification application process.

4. Distribution of standard FFB price information.

Every fort week, Disbunnak will release the government FFB standard price distributed to
associations, middlemen, and smallholders. In parallel, the mills-owned company will
release corporate FFB standard price to plasma smallholder farmers, the association, and
middlemen who have contract with the company.

5. Advocacy on business operation by NGO/CSO.

NGOs/CSOs carry out supervisory and monitoring functions, starting from plantation

permits, business operations, human rights issues, labour, and environmental issues

(KLHS). Usually, NGOs/CSOs will carry out advocacy and negotiation efforts to ensure the

above issues are considered by policy makers. Several NGOs/CSOs in Banyuasin have
representation as district head expert staff.

c. Loop of Policy-Regulation Making (check figure 8c). This loop describes the closed

relationship between the government and NGOs/CSOs and academic representatives joining

in multistakeholder forum called Forum DAS (Watershed Forum at province and district

19 Cross-Sectoral Data Verification Team consisting of a. the agency that carries out affairs in the district/city plantation
sector, as well as the team coordinator; b. forest area consolidation office; c. agency that carries out affairs in the field of
spatial planning; d. Development Planning Agency at Sub-National Level; e. land office; f. sub-district head; g. village head;
h. civil society organizations.

The responsibility of the verification team includes: a. validating the data and information pertaining to the land owned by
the smallholders, ensuring its suitability for the designated plantation business and absence of any overlapping land uses;
b. conducting on-site inspections and mapping activities; c. submitting the verification findings to the district head/city
mayor through the head of the relevant agency (read: Disbunnak) responsible for plantation affairs, in order to initiate the
issuance process of the STD-B.

20 The outcome of the evaluation would yield the following classifications: Class |, denoting a score greater than 80-100,
indicating a very good performance; Class Il, indicating a score greater than 60-80, signifying a good performance; Class lll,
representing a score greater than 40-60, reflecting a moderate performance; Class IV, characterising a score greater than
20-40, indicating a poor performance; and Class V, indicating a score below 20, denoting a very poor performance.
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levels)?!. This is possible because NGOs/CSOs and academic can monitor the palm oil business
climate and provide scientific proof since some of them are expert staff of the district head.
This loophole can be exploited by the government to support business compliance programs,
where NGOs/CSOs and academic act as observers.

Source: Analysis, 2023
Figure 8. Main Loops of Supply Chain

Centrality metrics to map power and authority.

Roles in the network based on the metrics proposed are investigated to determine the stakeholder-
associated influencing factor network. The oil palm element influence or power map can be viewed
from 4 points of view, namely 1) degree centrality, 2) closeness centrality, 3) betweenness centrality,
and 4) eigenvector centrality (see Figure 9). The identification of critical factors relies on the results of
those SNA metrics.

Degree centrality is the simplest of the centrality metrics, counting the number of connections an
element has. In general, elements with a high degree are the local connectors/hubs but are not
necessarily the best connected to the wider network. The higher the degree, the more central the
node is. This can be an effective measure since many nodes with high degrees also have high centrality
by other measures.

Closeness measures the distance or position each element is from all other elements via a different
perspective from the other network metrics, capturing the average distance between each vertex and
every other vertex in the network. In general, elements with high closeness can spread information to
the rest of the network most easily and usually have high visibility into what is happening across the
network.

21 The Minister of Forestry through Letter Number S.652/Menhut-V/2006 has mandated governors to encourage the
establishment of Forum Daerah Aliran Sungai (Forum DAS) or Watershed Multistakeholder Forum in their regions to
improve the performance of multi-stakeholder watershed management. South Sumatra has a province level Forum DAS
and some district level Forum DASs, including Banyuasin.

In South Sumatra, the Forum DAS contributes to the provision of scientific proof for spatial planning in the watershed area.
Including oil palm plantations that are not allowed to be developed in watershed, peat, mangrove, and coastal areas.
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Figure 9. Centrality Measures

Assuming that vertices can only pass messages to or influence their existing connections, a low
closeness centrality means that a person is directly connected or “just a hop away” from most others
in the network. Betweenness centrality measures how many times an element lies on the shortest
path between two other elements. In general, elements with high betweenness have more control
over the flow of information and act as key bridges within the network. They can also be potential
single points of failure. Technically, it measures the percentage of shortest paths that must go through
the specific element. An element with high betweenness is likely to be aware of what is going on in
multiple social circles.

Eigenvector centrality measures how well connected an element is to other well-connected elements.
In general, elements with high eigenvector centrality are the leaders of the network, though they may
not have the strongest local influence. Simply, it measures an element’s “power” and it does so by
summing the relative influence of an element’s connections. This implies that an element’s power will
depend on how powerful its friends are.

To sum up, Figure 9 also shows that Disbunnak has a strategic position, because it is the only
government representative connected to almost all stakeholders. In addition, Disbunnak also has
access to supervision of all stakeholders involved in the palm oil business ecosystem. Therefore,
placing Disbunnak as an information disseminator and agent for strengthening the capacity of
sustainable palm oil management will be very effective. Besides Disbunnak having an extensive
network, this institution is an extension of the central government which has full authority in
implementing standards for sustainable oil palm plantations at the district level.

Unsurprisingly, in line with observations in the field, middlemen with DO act as leaders in the network.
These middlemen are close to the mills that collect FFBs from them and the smallholders who sell
them FFBs. They are also close to illegal middlemen and illegal smallholders, as they buy illegal FFBs
below standard prices to mix with legal FFBs before selling them to mills. In the future, capacity
building and strict supervision regarding sustainability standards need to be carried out for
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middlemen. Because these middlemen have a catalytic role in ensuring the supply of FFBs remains
available at the site level.
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SECTION 4: GAPS IN EXISTING OIL PALM SUPPLY
CHAIN AND LESSON LEARNED

A. Ildentified Gaps

The majority of reviewed literature focuses on optimizing the current schemes and believes that the
recommendation could bring sustainability into the palm oil supply chain. However, detailed
information on some aspects evidently missing. For example, palm oil has always been considered
socially and environmentally harmful. But what factors cause this to happen has never been discussed.
It has been stated that almost half of the palm oil in Banyuasin comes from forest areas. However,
predictions about the number of illegal FFBs have never been published. Even though data on the
distribution of forests that have been converted by oil palm plantations are available in forestry
government sectors.

Linking the valuable information of the current state of stakeholders’ BAU (Business as Usual), we
develop a systematic SWOT analysis of the supply chain. This is presented to highlight major factors
impeding the implementation of sustainability requirements — transparency, accountability, and
traceability. With a clear multidimensional view of the palm oil supply chain, the first strengths and
weaknesses should emerge in a logical and clear manner. Further, we must take an honest look into
what the stakeholders do well (and what not so well) in managing its supply chain. Secondly, we focus
on the external half of the SWOT, the opportunities and threats around the palm oil supply chain.

Table 3. performs a SWOT matrix depicting the assessment of strengths, opportunities, weaknesses,
and threats in the palm oil supply chain in Banyuasin. Following the business process of the supply
chain, we put some of the components as variables to be reviewed. Variable policy, regulation,
legality, and human resources are put separated from the step-by-step supply chain topics.

In the step-by-step supply chain topic, we derive the supply chain based on the types of actors,
activities, and transacted FFBs/ products. We classify them into four (4) groups, such as on-farm level
1, on-farm level 2, off-farm level 1, and off-farm level 2.

- On-farm level 1 provides one direct relationship, for instance smallholders to middlemen,
smallholders to mill-owned companies, and smallholder to government in terms of
sustainability requirements and assistance and/ or aid.

- On-farm level 2 involves smallholders, middlemen, and companies in the FFB trading. In this
step, middlemen seem to have the biggest power in terms of benefit they gained (read: profit,
network, and authority). In terms of networking, middlemen have strong connection with
government to access government standard price, with mill-company to negotiate corporate
standard price, with smallholder to collect the FFBs.

- Off-farm level 1 focusing on the supply flow from FFBs to semi-finished product such as CPO,
KPO and its derivative products?2. This will only involve actors from mills and refineries.

- However, Off-farm level 2 provides advanced transaction, such as selling-buying CPO, KPO,
and its derivative products to make end product such as shampoo and soap.

22 cPO and KPO are products directly from the seeds/palm fruit. But these derivative products are derivative products from CPO and KPO.
One example is Palm Fatty Acid Distillate (PFAD) which is the result of refined CPO. PFAD is the raw material for making soap.
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Palm Oil Supply Chain

Topic

Policy,
regulation, and
legality

Table 3. SWOT Analysis on Current State of Palm Oil Supply Chain in Banyuasin

Strengths

Current State

‘ Weaknesses

Opportunities

hreats

Policy To meet the global market, - Although, the policy on Several big companies are - The objections are coming from illegal
Indonesia government ratified the sustainable oil palm is top prioritizing clean and clear Fresh entities, for instance from illegal
sustainability supply chain on priority, some key actors are Fruit Bunch (FFB) sources. smallholder, middleman and company
commodity, notably palm oil. More likely reluctant to follow the Government of Indonesia has set without proper business permit, and
than 40 regulations created at requirement. Especially, when it up national mandatory certification seasonal traders.
national levels, notably the comes to the paper works. Some | called ISPO. Moreover, the RSPO - The duty for implementing the palm
implementation of ISPO. companies -which mostly MSME certification has promising oil policy is still perceived to lie with

companies?3, are not registered incentives for the company with Disbunnak Banyuasin. Therefore,
with PUP and ISPO. zero deforestation in terms of there is now no pressing need to

- Most stakeholders are not traceability. engage stakeholders from several
registered with STDB and ISPO. sectors.

Regulation We identified that, Indonesia has - Some of the regulations are - The National Action Plan of - Most of the making process of action

comprehensive regulation at both
national and sub national level.
Those rule all aspects of palm oil
business process, from baseline to
end process.

overlapped. Almost all state
actors do not understand about
the whole process of palm oil
supply chain.

- Low participation during
regulations making process.

- Low monitoring and law
enforcement.

Sustainable Palm Oil has
mandated sub-national level
governments to establish
Regional Action Plan leveraging
at province and district level. The
action plan must be prepared by
multi stakeholders involved in
the palm oil supply chain.

- The regulation and
implementation of gender,
climate, and ecological fiscal
transfers have been particularly
seen in governments that hold a
prominent position in the land-
based sector. Hence, it is
imperative for government
entities seeking financial access
to take into account gender,
climate, and environmental

plan and/ or the improvement on
regulation being integrated with other
related regulation may have rejection
from actors?* who get used to without
integrated regulation.

- There exists a plethora of climate
regulations that pertain to the
mitigation of climate change,
particularly in the forest and
agriculture sectors. At the national
level, the Monitoring, Evaluation, and
Learning (MEL) framework has been
established, however at the sub-
national level, both the
implementation and the MEL
framework exhibit weaknesses. In the
region of South Sumatra, there is a
lack of information among
government implementers regarding

23 According to the data obtained by Disbunnak in the year 2023, as per the records of the PUP. The data has also been utilised in the development of the Regional Action Plan for Sustainable
Palm Qil of Banyuasin District.
24 There exist actors within the palm oil industry who engage in illegal practises (read: illegal actors), while others operate within the bounds of the law (read: legal actors) yet fail to adhere to
sustainability norms. The primary factor contributing to the challenge is in the intricate nature of the procedure in achieving sustainability standards.
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Topic

Palm Oil Supply Chain

Strengths

Current State

‘ Weaknesses

Opportunities
norms. This is necessary to
ensure transparency and
accountability in the
measurement of financial
management, thereby promoting
sustainability.

Threats
how crucial it is of the agricultural
sector's role in contributing to climate
action within the framework of
sustainable standards in the supply
chain of commodities.

Legality

Regulation of the Minister of
Agriculture Number
21/PERMENTAN/KB.410/6/2017
has been very clear on the types of
licenses regarding oil palm
plantation.

The inadequate presence of law
enforcement has resulted in
unregulated spread of oil palm
plantations, leading to significant
ecological harm to forested
areas, including peatlands and
mangrove ecosystems.

Most of the companies have not
registered for PUP and ISPO
(which most of them are MSME
companies). The similar cases
happened to most legal
smallholders who have not
registered for STDB and ISPO.
Relevant government sector of
agriculture rarely involves
government representatives of
forestry sectors to visit oil palm
distribution in forest areas.

The reporting system for legality
findings in the field is not
working.

ISPO has several requirements, one
of which is regarding the
arrangement of land legality which
is an important principle of legality.
The government has the option to
introduce the ISPO as a
complementary certification to the
Roundtable on Sustainable Palm Oil
(RSPO)

Plantation within state forest areas is
clearly illegal. But we found some
plantation outside state forest areas are
also still illegal. Most of the illegality
occurring due to the absence of land
certificates and tenurial conflicts. These
issues are harmful to the optimising of
productivity and becoming another
issue of illegal FFBs.
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Palm Oil Supply Chain

Topic

Human
Resources

Government
sector

Strengths

There have been several
instruments, standardization, and
certification mandated to be
implemented to achieve
sustainable supply chain.
Government representatives at
sub-national level are the backbone
to make it happen.

Current State

‘ Weaknesses

Lack of competent staff of
government at both province and
district level to conduct
assessment of STDB and PUP, as
well as assistance to the
community.

The mutation rotation is very
fast, reducing the number of staff
who are already STDB and PUP
certified as assessors.

The absence of adequate
monitoring, evaluation, and
learning (MEL) practises during
the implementation of policy and
regulatory programmes.

Opportunities

- Banyuasin is one of the few
leading districts in establishing
the sustainability in palm oil
supply chain. Some efforts are
made to achieve the
sustainability standard, notably
on having capacity building for
government staffs.

Private Sector

NAA

- The palm oil supply chain is
heavily influenced by the private
sector, with the active
involvement of micro, small, and
medium enterprises (MSMEs) as
well as large corporations. The
company today holds a leading
position in many business
divisions throughout the supply
chain, encompassing plantation,
raw product production, and end
product processing, in both
domestic and international
markets.

- When compared to other
stakeholders, the private sector
distinguishes itself as the singular
actor or organisation that faces
fewer challenges in relation to
financial capital, human
resources, and technological
access.

One of the challenges faced by
organisations is the insufficient
presence of skilled personnel to
handle the processing of STDB,
PUP, and ISPO. The
aforementioned challenge has
been a significant hindrance to
the expeditious attainment of
STDB, PUP (specifically class I, II,
and lll), and furthermore ISPO,
particularly in the context of
MSME companies.

The absence of Monitoring,
Evaluation, and Learning (MEL)
inside internal management
hinders the tracking of
sustainability metrics.

- Global commitment on
sustainable supply chain made by
multinational companies will
encourage the smaller
companies as the suppliers to
follow.

- Some of the international
sustainability commitment
provide capacity building for
targeted countries including the
smallholder.

- The mandatory PUP and ISPO can
reduce the possibility of human
rights violations against
smallholders. Moreover, both
require transparency and
traceability of the source of FFBs
down to the plot level along with
the identity of the owner (read:
plasma farmers).

Threats
- The global campaign against palm oil,

which is seen as detrimental to forests
and peatlands, has the potential to
instigate the development of a novel
sustainability standard. The
implementation and adaptation of
this policy may pose challenges for
sub-national policymakers, as well as
national and local businesses.

The insufficient level of awareness
and comprehension among personnel
and other stakeholders regarding the
necessity of incorporating sustainable
standards into the palm oil supply
chain.

In practical terms, it is evident that
both the government and private
sector have not adequately prioritised
the climate issue and environmental
impact when conducting economic
operations within the palm oil sector.
In conjunction with climate change
and inadequate waste management
practices, ignorance emerges as a
crucial threat. It has been proven that
the current multistakeholder forum
organised by the government
primarily emphasises the ways in
which companies can contribute to
infrastructure-focused development
programmes. Consequently, the
private sector possesses knowledge
solely pertaining to effectively
meeting the government's
expectations by providing support for
the developmental objectives inside
their concessionary regions.

37




Palm Oil Supply Chain

Topic

Strengths

Current State

Weaknesses

Smallholder

- Smallholders contribute in
increasing the production of
fresh fruit bunches (FFBs) in
order to sustain a consistent
supply of FFBs.

- Palm oil generates the most
revenue in comparison to other
commodities derived from
agriculture. Following the private
sectors, smallholders play a
significant role in bolstering
regional and national revenue.

- Most of the smallholders have no

knowledge on GAP for oil palm
plantation, except for plasma
farmers because they get
support from company partners.

- Lack of capacity building in terms

of GAP and sustainability
standards.

- Smallholders are still reluctant to

register STDB and ISPO which are
considered quite complicated
and a waste of time.

- Smallholders experience a

comparatively limited support
system in comparison to other
stakeholders involved in the
palm oil supply chain. Instances
where individuals were unable to
actively participate in the process
of formulating or enhancing
regulations, were not extended
invitations to engage in
multistakeholder forums, and
possessed limited understanding
regarding human rights within
the palm oil sector.

- In general, smallholder farmers

commonly possess limited
networks or lack the knowledge

Opportunities

Threats

- The turnover of staff formation in
Banyuasin has an unexpected pattern.
The prevailing scenario is the
relocation of several personnel from
Disbunak Banyuasin, who possess the
necessary certifications for conducting
STDB examination and/or PUP
assessment, to other organisations or
sectors.

- Smallholders possess limited
understanding of sustainability
requirements and environmental
concerns, such as climate change.

- Smallholders are the most impacted
by climate change and the decreasing
of environment quality, but they face
significant constraints in accessing
resources to effectively offset these
challenges.

- Smallholders are particularly
susceptible to several challenges,
including negative propaganda
campaigns, volatile farmgate prices,
and legal complications arising from
land title disputes.
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Topic

Strengths

Current State

‘ Weaknesses

necessary to effectively engage
with stakeholders at higher
levels.

In general, smallholders lack the
capacity to access financial
resources. The majority of
individuals have found
themselves ensnared in debt
with middlemen, primarily small-
scale farmers who typically seek
payment prior to the time of
harvest. The presence of debt
often limits smallholders' ability
to explore alternative middlemen
who may offer more favourable
prices, as their primary obligation
is to prioritise debt repayment.

Opportunities

Threats

On Farm Level 1 -
Cultivation to FFB
Trading

Oil palm
managed by Legal
Independent
smallholder
farmer

- The farmer group can access
certified seeds, certified
fertilizer, and must follow the

GAP to optimize the productivity.

This is due to both the land and
permit are available.

- The farmer group can access
government standard price of
FFB.

Only few farmers registered by
STDB. As a result, the ISPO
certification could not be
processed. The limited numbers
of STDB assistant at Disbunnak
Banyuasin cause the STDB delays.
Most of the farmers could not
register STDB independently, due
to the lack of knowledge.

- Corruption may happen such as
during the distribution of
fertilizer to the members and/ or
the certified seeds being mixed
with low quality seeds.

- The registration of STDB is one of

the ISPO certification. ISPO
certification is mandatory for
legal smallholder farmers. Hence
the traceability can be
encouraged since at the baseline
level.

Various sustainability
certifications, including the
Roundtable on Sustainable Palm
Oil (RSPO), are currently in the
process of designing a
programme specifically designed
for smallholder farmers. This
presents an opportunity for
smallholders to actively engage
in the pursuit of sustainable
standards.

- A subset of smallholder farmers
exhibit reluctance towards adopting
Good Agricultural Practises (GAP) due
to financial considerations.

- The awareness of the Fresh Fruit
Bunches (FFBs) supply chain remains
limited among several independent
smallholder farmers, despite their
legal status as actors. Corruption may
happen such as during the distribution
of fertilizer to the members and/ or
the certified seeds being mixed with
low quality seeds.

- Several middlemen, who operate
within the legal framework, employ
different weight scales. The weight
scale in question has distinct
characteristics and has undergone
intentional manipulation. This implies
that the middlemen are not using the
appropriately verified and
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Topic

Palm Oil Supply Chain

Strengths

Current State

‘ Weaknesses

Opportunities

Threats

standardised scale provided by the
District Level Office of Cooperative,
Small-Medium Enterprises, Industry,
and Trading in Banyuasin (Dinas
Koperasi, Usaha Kecil Menengah,
Perindustrian, dan Perdagangan
Banyuasin).

The presence of a water deficit can
result in soil degradation, leading to a
decline in soil quality and
subsequently an increased demand
for fertilisers.

Oil palm
managed by
plasma
smallholder
farmer

- The farmer group can access

certified seeds, certified
fertilizer, and must follow the

GAP to optimize the productivity.

This is due to both the land and
permit are available.

The company will facilitate the
plasma farmers being registered
with STDB and ISPO. In some
cases, big company help the
farmers get certified by RSPO.
Plasma smallholder farmers can
access corporate standard price
which is slightly higher than
government standard price.

- Some cases happened when the
plantation-owned company take
a control on the cultivation
technique too much as well as
set up low standard price of
FFBs.

The mandatory PUP and ISPO can
reduce the possibility of human
rights violations against
smallholders. Moreover, both
require transparency and
traceability of the source of FFBs
down to the plot level along with
the identity of the owner (read:
plasma farmers).

There are several groups of farmers
who deliberately work with
companies under the plasma scheme
to obtain legality according to
sustainability standards. Usually, after
a few years, and already harvesting
FFBs, they will create a conflict, and
terminate the contract halfway
through. Automatically, they will
transform into legal independent
smallholder farmers, who own legal
institutions and paperwork, including
STDB and ISPO certification. They are
free to sell FFBs anywhere considering
the highest price offered by buyers.
The presence of a water deficit can
result in soil degradation, leading to a
decline in soil quality and
subsequently an increased demand
for fertilisers.
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Palm Oil Supply Chain

Current State

Topic Strengths ‘ Weaknesses Opportunities Threats
Oil palm N/A - Since the illegality of land access, | Through Article 110 A and Article - There exists a multitude of
managed by therefore the FFBs harvested 110 B of the Job Creation Law, oil contradictory assertions about the
illegal from the land are illegal. Hence, palm plantations in areas prior to notion that the cultivation of oil palm
independent there is no standard price for this law (read: 2 November 2020) within forested regions will be
smallholder illegal FFBs, neither government were subject to only administrative tolerated. Claims of this sort are
farmer (forest standard price nor company sanctions. It must carry out SIB typically made by those associated
farmer) standard price. Most of the time, | with forest plant agroforestry and with illicit land transactions within
the middlemen will collect these be given a one-cycle opportunity protected forest areas. This has led to
FFBs in a very low price. through the Social Forestry a rise in the conversion of forests into
scheme. For oil palm plantations oil palm plantations.
that have just been subject to - The presence of a water deficit can
criminal sanctions, administrative result in soil degradation, leading to a
sanctions no longer apply. decline in soil quality and
subsequently an increased demand
for fertilisers.
On farm level 2- | FFBs collected by | N/A Illegal middlemen need to work - Following the implementation of | - The palm oil market has the potential

FFBs Trading

illegal middleman

with legal middlemen that have
contract with mills. Otherwise,
they could not sell the FFBs
collected from illegal smallholder
farmers.

the Law of Job Creation 2020 and
The Regulation of Minister of
Trade Number 36 of 2022, which
pertains to the revocation of
Regulation of the Minister of
Trade Number 08 of 2020
regarding Electronically
Integrated Business Licencing
Services in the Trade Sector,
there has been a notable
increase in the encouragement
of illegal intermediaries to
facilitate the considering of legal
documentation. This legislation
facilitates the efficient and
digitalized process of obtaining a
single door permit or licence
through the Dinas Penanaman
Modal dan Pelayanan Terpadu
Satu Pintu (District Level Office of
Investment and One Door
Services in Banyuasin).

to reach saturation as a result of the
significant presence of numerous
rivals within the industry.

- Certain legal middlemen engage in the
recruitment of illicit subordinate
middlemen with a specific intention.
The objective of this endeavour is to
acquire additional illegally obtained
Fresh Fruit Bunches (FFBs) at a
reduced cost, which will then be
blended with legally sourced FFBs, so
maximising financial gains.
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Topic

FFB collected by
DO - legal
middlemen

Strengths

- Middlemen with DO can
purchase FFBs from legal
smallholders using government
standard price and sell it to mills
using corporate standard price.

- Middlemen with DO can access
updated information related to
palm oil trading.

Current State

‘ Weaknesses

N/A

Opportunities

- Large networking from other
stakeholder clusters, such as
government, private sector, and
NGO/CSO.

- More assistance program both
from government and private
sectors.

Threats

- Sometimes to fulfil the supply and
demand, the legal middlemen also
collect illegal FFBs from either illegal
middlemen or illegal smallholder
farmers.

- A campaign addressing the
detrimental effects of oil palm
cultivation on forests and peatlands is
now underway. At this stage, it has
been communicated to the legal
intermediaries that their fresh fruit
bunches (FFB) would exclusively be
allocated for distribution within the
domestic market. Therefore, the
necessity to meet sustainability
requirements is unnecessary.

FFB collected by
plantation-owned
company for
plasma
smallholder
farmer

- Plantation-owned company have
stable supply from plasma
smallholder farmers.

- There exists a strong relationship
between the company and
plasma farmers, hence enabling
the company to acquire
knowledge pertaining to the
dynamic challenges occurring at
the community level. This

approach is typically employed to

derive insights that can facilitate
the expansion of a company's
policy in enhancing the
collaborative framework
between the company and the
community.

- Some issues related to
company’s workers from
community. Usually this
connected with human rights
such as different treatments
between male and female
workers. We did not find any
issues related to child labour in
Banyuasin.

- Some Plantation-owned
companies -that are MSME, are
encountering difficulties in
meeting the requirements for
sustainability, including the STDB
for plasma farmers, the PUP, and
the Indonesian Sustainable Palm
Qil (ISPO) standard.

Both plasma farmers and the
company can collaborate to
encourage the implementation of
GAP. This method can optimize
productivity without expanding the
areas. In the future, the GAP can be
a role model for other smallholders
to adopt, though they are not part
of the plasma scheme.

- The implementation of a campaign

against oil palm cultivation, which is
known to have detrimental effects on
forests and peatlands, may potentially
restrict the operational adaptability of
the company. In order to ascertain the
legality of the product, it is necessary
for them to verify the source of the
FFBs.

- Alterations in governmental policies

have the potential to result in
heightened tariffs, regulations, and
restrictions, exerting an influence on
the functioning and financial viability
of the company.

Off Farm Level 2-
Semi processed
Product

Traceability and
accountability in
supply chain

- High demand of CPO, KPO and its

derivative products.

- Stable price for the semi
processed products from palm
oil.

- While companies might hold
ISPO and/or RSPO certifications,
it is important to note that these
certifications do not provide an
absolute assurance regarding the

- Global commitment on
sustainable supply chain made by
multinational companies will
encourage the smaller

- Campaign on oil palm -that is harmful

to the forest and peatland, has led
some prospective or potential
consumers to consider boycotting
products made from palm oil.
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Topic

Strengths

- The cost of producing palm oil is
comparatively lower as opposed
to other vegetable oils, hence
enabling the attainment of
substantial profit margins.

Current State

‘ Weaknesses

cleanliness and clarity of the
sources of Fresh Fruit Bunches
(FFBs). It is imperative for
organisations to modify their
systems in order to effectively

Off Farm Level 2—
Final Product

Traceability and
accountability in
supply chain

- There are many market choices
for products made from palm oil
as raw materials. Moreover,
palm oil is the cheapest and most
abundant raw material
compared to other vegetable
oils.

- The final product from palm oil
has the most stable price.

- The cost of producing palm oil is
comparatively lower as opposed
to other vegetable oils, hence
enabling the attainment of
substantial profit margins.

monitor traceability within the
supply chain. This entails
implementing measures such as
conducting random checks on
middlemen and the communities
they collaborate with. In other
terms, the current state of
traceability monitoring and
evaluation remains inadequate.

- The majority of companies,
particularly those classified as
Micro, Small, and Medium
Enterprises (MSMEs), are
encountering difficulties in
adhering to sustainability
requirements such as the PUP
and the Indonesian Sustainable
Palm Oil (ISPO) certification.

- The majority of MSMEs opt to
locate their offices in close
proximity to their plantations or
factories. This results in their
delay in participating in the
coordination meeting with the
government.

- The majority of companies
possess an awareness that they
have the ability to lodge
objections or complaints against

Opportunities

companies as the suppliers to
follow.

- The quantity of companies that

have obtained certification from
ISPO and RSPO has been
increasing. This will serve as a
source of inspiration for both
governmental decision-makers
and other corporate entities to
emulate.

- The provision of funds by the

BPDKS?’ alleviates the company’s
obligation to financially help the
plasma farmers in relation to the
replantation programme, as the
funds are capable of covering the
related expenses.

- The advancement of technology

has the potential to enhance
production, decrease expenses,
and enhance the quality of
products for companies.
Moreover, the implementation
of sustainable practises can also
provide companies with a
competitive advantage
throughout the market.

Threats
- Alterations in governmental policies

have the potential to result in
heightened tariffs, regulations, and
restrictions, exerting an influence on
the functioning and financial viability
of the company.

There is a notable absence of any
mention or acknowledgement of
gender issues within the palm oil
business by all stakeholders involved
in discussions??, including industry
management, employment, and
financial matters. In the present
context, it is noteworthy that there
exist regulations pertaining to human
rights and gender-based financing at
the national level.

27 BPDPKS: Badan Pengelola Dana Perkebunan Kelapa Sawit (The Oil Palm Plantation Fund Management Agency). Check glossary.
28 Discussions are commonly done through a variety of techniques, including focus group discussions (FGDs), meetings, and interviews. These discussions are carried out
with the purpose of facilitating the formulation of regional action plans and stakeholder mapping.
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Palm Oil Supply Chain Current State
Topic Strengths ‘ Weaknesses Opportunities Threats

the government's supplementary
requests that fall beyond the
scope of legal regulations.
However, it is important to note
that there is currently a lack of a
system in place to facilitate such
actions. If the mechanism is
accessible, the claim or
complaint has not yet been
handled.

- The sector has been under to
scrutiny because to allegations of
human rights compromises,
particularly pertaining to
instances of forced labour?>.

- The production of palm oil has
been associated with various
environmental concerns,
including deforestation, peatland
degradation, habitat loss for
endangered species, and
inadequate waste management
practises?®.

Source: Analysis, 2023

25 The prevalence of child work was determined to be minimal, while forced labour emerged as the predominant concern.
%6 The predominant examples involve the expansion of oil palm plantations into forested areas and peatlands, alongside inadequate waste management systems and
insufficient monitoring practises from Dinas Lingkungan Hidup (District Level Office of Environment in Banyuasin)




In further analysis, we perform a gap analysis based on the weaknesses and threats in SWOT (see
Table 4). The analysis focuses on subjects such as policy and regulation, the private sector,
stakeholders, and smallholders. Policy and regulation are determined as a subject since the foundation
of the sustainability scheme of the palm oil supply chain is ruled by regulation. This will also involve
the government sector as policymakers. The stakeholder is representing multi actors since we need
to understand the perspective of sustainability from a group of people.

We determine to see the gaps from the weaknesses and threats since it is an internal decision that
can bring solutions to the gaps. In the context of gaps, we start to see the subjects' objectives/goals.
From the planned goals, we check the facts. This is important to see whether the fact directs the
subject to achieve goals or even away from what have been planned. Most of what we see is not in
accordance with the goals. And some have goals that are not in accordance with the principles of
sustainability.

Gaps in Policy and Regulation. Regulation is positioned as a policy instrument to achieve a sustainable
supply chain. Undoubtedly, theorizing and practicing the policy and regulation into action is not an
easy task. However, we identify some gaps since the beginning of the regulation-making process. “Low
participation” from relevant actors during the regulation-making process is one issue. The fact that
although the policymakers invite the relevant stakeholders, such as NGO/ CSO, the representatives
from private sector, standard-setting organizations, and other authorities, the decision-making
process often yields outcomes that are not discussed and not socialized. Multi-stakeholders are
assumed to participate in governance, their perspectives often do not influence policy outcomes. In
the Banyuasin context, we observed that this uneven consensus reinforces and perpetuates existing
patterns of exclusion.

Regarding the engagement of the pertinent stakeholders, the limited level of participation is not the
sole concern. The level of gender representation in forum participation has not been the primary
focus. It was observed that certain forums had a lack of consideration towards the inclusion of women
and young people. Furthermore, our analysis revealed that these forums have failed to accurately
represent the diverse range of stakeholders participating. For instance, the representatives of
smallholders were primarily sourced from the association's high-level committee, a majority of whom
are engaged in large-scale farming operations.

Secondly, the regulations are supposed to be integrated, although some of them are overlapped.
Therefore, the implementation must involve the relevant stakeholders in the supply chain. However,
there is no sufficient coordination among government sectors as they are working separately. This
may be the reason why overlapped regulations do not “attract” the policymakers to “fix” it
immediately. The supply chain requires government intervention to enforce established regulations.
Therefore, it is observed that the sustainability of companies and their supply chains is widely
associated with regulations given by the government, so it is currently considered that it must be fully
committed to the establishment of sustainable standards and monitor their compliance, and for this
reason, the government should be the main promoter of that culture.

45



Table 4. Gap Analysis based on SWOT’s Weaknesses and Threats

Overview Gap Analysis

Three key Defined Statement from Goal Fact/Status Cause 1: Knowledge  Cause 2: Cause 3: Barriers Knowledge gaps
points:Topic SWOT's weaknesses and Motivation (ex. Organizational require for
threats: skill, technology, solutions
etc)
1. In gap analysis SWOT main weaknesses: Policy and - Some of the regulations - Most stakeholders  Aslongasthere - Atsub national - Regulation
and variants of regulation are overlapped with low do not understand  are no level, the MEL outreach for
gap analysis, 1. Overlapped goal: multi stakeholder that they can complaints of and regulatory palm oil-related
everything regulation following Regulation participation during the contribute to the overlapping test does not run stakeholders at
starts with by lack of law can be an making process. regulatory process, regulations, properly. national and sub-
goals (for the enforcement. effective legal - Despite the intention for have a right for BAU3C will Several national level.
organizations 2. Unsupportive actions instrument to regulations to be complaints continue to information - The central
and for from several actors implement integrated, as indicated regarding policy operate. systems for data government
different to promote sustainable by the engagement of and regulation. collection such as needs to
stakeholders) sustainable oil palm palm oil many sectors in oil palm Most of the plantation strengthen MEL
2. Inthe problem- supply chain due to supply chain plantation, the stakeholders, permits to the sub-
solving process, lack of knowledge on  at national implementation reveals notably the private (Siperibun)3! and national level to
it is important how importance of and sub that stakeholders are sector and STDB (e-STDB)3? see the
to distinguish having sustainability national level. operating independently. smallholders, only are not well implementation
problems vs in supply chain. Although the regulations understand the managed by of regulations. In
goals vs causes 3. Lack of MEL and Law are supposed to be licensing those in charge in addition, there is
(influences) vs Enforcement integrated (according to requirements, the government a need for
solutions 4. Theinadequate multi-sectoral legality and sector. management
3. Influences are representation of involvement on oil palm regulations Different culture reform in
diagnosed and qualified plantation); the governing the of management provincial and
solved based government implementation is palm oil trade. between national district
on extensive personnel in the working separately. They do not government and governance in
evidence in plantation sectors - The absence of attention understand that sub-national order to place
educational, for the management to the inclusion of the principle of government. The human resources
social, and of STDB, PUP, and stakeholders from sustainability is clear example is according to the
organizational ISPO processes significant derived from the fast mutation sector.
research 5. Smallholders institutions/entities, regulations at the rotation in - There exists a
especially diverse gender national level to Disbunnak necessity to
independent legal perspectives, and the meet the Banyuasin. This enhance the

30 Business as Usual.
31 https://sip.ditjenbun.pertanian.go.id/
32 https://stdb.ditjenbun.pertanian.go.id/
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smallholder farmers
have difficulties in
accessing finance,
certified seed and
fertilizer.

SWOT main threats:

1. The occurrence of
disapproval from
parties dissatisfied
with the level of
commitment
towards the
implementation of
sustainability criteria
within the palm oil
industry.

2. One of the
weaknesses
identified in the palm
oil sector is the
inadequate

representation of young
people in regulation
making and
improvement.

- The current MEL
implementation exhibits
deficiencies and lacks
oversight from
appropriate governing
bodies. The
implementation is
currently being carried
out by several authorities
in a fragmented manner,
which is contrary to the
intended goal of
integration.

indicators for
climate-related
mitigation such
emission
reduction.

Some
governments also
do not realize that
regulations
overlap. This is

also applied on the

overlapped MEL
scheme and
unintegrated
system of
licensing,
monitoring,
complaint
mechanism, etc.

can reduce the
number of staff
who are already
STDB and PUP
certified as
assessors.

In terms of
technology
utilization, we
found different
capacity of
government
staffs at national
and sub-national
level. This is also
applied to the
capacity of
smallholder
accessing online-
based system
such as e-STDB
that is poor.

Overview Gap Analysis

capacity building
efforts targeted
towards
government
personnel at
both the national
and sub-national
levels who are
actively engaged
in the carrying
out of
sustainability
requirements
within the palm
oil supply chain.
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implementation of
the Monitoring,
Evaluation, and
Learning (MEL)
framework. The
current MEL lacks
climate indications.
In other terms, the
level of
comprehension
about the integration
of a sustainability
framework within
the palm oil sector,
with the aim of
contributing to the
national target of
reducing emissions,
is significantly
lacking.

lllegal sources of
FFBs are not limited
solely to plantations
located in state
forest areas,
peatland, and
mangrove areas.
Another source of
unlawful Forest and
Land Fires (FFBS) can
be found in the
Other Utilisation
Area (APL/ Area

Private Sector
goal:

The fulfilment
of
sustainability
standards
must be
readily doable
for both
MSMEs and
large
companies.
Hence, palm
oil products
possess the
potential for
acceptance on
global market.

Some issues appear
regarding the illegality
and unclear sources.
This is not suitable for
sustainable principles.
Many companies
exhibit hesitancy in
pursuing the
certifications of PUP
and ISPO mostly
owing to constraints
related to human
resource allocation for
paperwork, budgetary
limitations, and a
greater emphasis on
business operations
rather than the
attainment of
sustainability
indicators.

Business operations
are often confronted
with human rights
concerns, including
instances of forced
labour and gender
inequality.

One of the challenges
faced by businesses is
the limited access to
financial resources,
which includes the

There is no
knowledge that ISPO
and/or other
sustainability
certifications are not
just about
guaranteeing the

source of FFB is legal.

Thus, many
companies,
especially small
companies, do not
place a special
person in the field of
sustainability. On the
other words, they do
not provide budget
for sustainability
division.

As long as all
FFBs can be
sold, any price is
not a problem.
The price
difference for
the illegal FFBs
that are
collected
becomes the
profit difference
for collectors
and buyers,
such as
middlemen and
mills. The FFB
price which is
below the
standard price
provides a
significant profit
because they
are mixed with
legal FFBs.

Small companies/
MSMEs are
abundant compared
to national
companies. MSMEs
prioritize cost-saving
for business
operations. The
sustainability
division is one of the
components being
removed. If needed
for coordination
regarding
AMDAL/KLHS33
documents, the
company will send
someone from
another division
without
sustainability
knowledge since
there are no
dedicated staffs for
sustainability tasks.

Overview Gap Analysis

Since 2017, under
OJK Regulation
Number
51/P0JK.03/2017,
some companies
are required to
produce a
sustainability report
which will
accompany the
annual report. The
government must
strictly supervise
companies to
minimize
environmental
damage and
improve
community and
social welfare. This
approach can be
leveraged at sub-
national levels.

33 AMDAL stands for Analisis Mengenai Dampak Lingkungan (Environmental Impact Assessment). Referring to Government Regulation Number 27 of 1999, an AMDAL is a study of the large
and important impacts for decision making of a planned business or activity on the environment which is required for the process of making decisions regarding the implementation of the
business.

KLHS stands for Kajian Lingkungan Hidup Strategis (The Strategic Environmental Assessment) is a study that must be carried out by the local government (read: district or city government)
before granting land or forest management permits. KLHS is contained in Law No. 32 of 2009 concerning Environmental Protection and Management.
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Penggunaan Lain)??,
which refers to areas
that are not
managed by the
state. The illegality of
the situation arises
from the lack of
proper property
ownership
certification and
permits, which
results in the land
being deemed
unclean and unclear.
The campaign
against palm oil,
commonly referred
to as the "black
campaign," aims to
prohibit the use of
palm oil products.
This campaign might
potentially lead to
two contrasting
outcomes. On one
hand, it may serve as
an opportunity by
promoting the
implementation of

need to get further
investments in order
to sustain their
operations. This
phenomenon primarily
affects micro, small,
and medium-sized
enterprises (MSMEs)
that are owned by
family corporations.

Overview Gap Analysis

2% APL is Area Penggunaan Lain or Other Utilization Area. APL is non-forest areas. APL includes shrubs, swamp thickets, open land, swamps, agriculture, mixed bush farming,
transmigration, settlements, pastures, paddy fields, plantations, ponds, airports, and water.
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Overview Gap Analysis

sustainable practises  Stakeholder However, each There is no sufficient  The The existing multi- - MEL conducted
through policy and goal : organization (can be either  knowledge and there  contribution of actor forum is not by the central
regulation. On the Each actors government institutions or  is no effort to stakeholder used to discuss government
other hand, it poses can contribute  private sectors) wants to improve the representatives  crucial matters needs to ensure
a threat by and hit the highest selling yetis  understanding. The in the forum regarding the that there is a
potentially collaborateto  unwilling to follow the existing held by development and multi-actor
influencing realize sustainability standards. multistakeholder governments implementation of forum at
consumer sustainable Environmental issues still forumis not a forum  are considered sustainability province or
preferences away palm oil in dominate. for sharing adequate. indicators. district level to
from palm oil, Banyuasin knowledge, but for discuss
ultimately reducing through coordinating and strategic issues
the market for this Regional giving one direct related to
commodity. Action Plan of order, from the sustainability
5. Gender-responsive Sustainable government to other including
policies has not been  Palm Qil and actors, notably transparency,
recognised as a key other policy private sectors. accountability
approach for and regulation and
accelerating the making traceability.
development of process. - The continuous
sustainable palm oil involvement of
production. a multi-

stakeholder
taskforce is
crucial for the
implementation
and monitoring
of the Regional
Action Plan for
sustainable
palm oil, which
has been highly
supported at
the sub-
national level.
In other words,
it is necessary
to restructure
the task force
team into both
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Overview Gap Analysis

an
implementator
task force and a
monitoring
working group,
which may
need the
establishment
of regular
forums for
operation.

Smallholders
goal :

The FFBs can
meet market
expectation
with stable
price.

The smallholders are
lacking knowledge and
capacity. They believe a
scheme of sustainability
could not increase the
quality, quantity, and price
of FFBs.

There is no sufficient
capacity building
available since the
district lost some
capable community
assistants due to
staff rotation/
mutation.

Low capital,

higher profit.

The primary
objective of farmer
groups is to secure
support in the form
of funds, fertilisers,
seeds,
infrastructure, and
market access. The
establishment of this
organisation is a
prerequisite for
obtaining those
support.
Nevertheless, a
considerable
number of farmers
who have been
officially enrolled as
members of the

To effectively
disseminate
knowledge
pertaining to
the evolving
paradigm of
sustainability
within the palm
oil trading
sector, it is
imperative to
engage young
people who
possess the
capacity to
comprehend
this dynamic
shift. The
inclusion of

51




Overview Gap Analysis

group lack the group
necessary expertise administrators
to actively necessitates
participate in the careful
organisation. The consideration
individuals are solely within the
registered as context of this
members in order to particular
fulfil the group.
requirements of the - The simplicity
aid programme. of smallholders'
goals serves as
evidence of
their

contribution to
the rejection of
the GEDSI
principle.
Initially, we
gathered
assertions
suggesting that
there is

no inequality in
the treatment
of women and
young people.
Nevertheless,
this early
indication of
denial serves as
a precursor to
impede the
discourse on
the principle of
Gender
Equality,
Diversity, and
Social Inclusion
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Overview Gap Analysis

(GEDSI). Based
on this point,
we would
suggest the
GEDSI capacity
building must
be
implemented at
this stage.

Source: Analysis, 2023
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In conclusion, the existence of certain gaps in policy regulation can be attributed to the emphasised
factors outlined below:

1. One crucial factor that is frequently neglected is the significance of establishing effective
coordination among various governmental sectors involved in the palm-oil sector. This
coordination is essential for identifying and addressing gaps and overlaps in regulatory
frameworks and policy execution. Hence, the formulation of an agenda aimed at enhancing
policy and regulation can be efficiently devised.

2. The current multistakeholder forum for discussing the execution of policy and regulation on
the ground, as well as addressing conflicts or problems that arise, is constrained in its scope.
The lack of comprehension of the benefits of establishing a multistakeholder forum with
adequate representation of all parties involved in the palm oil supply chain is the underlying
cause. Whereas the forum can serve as a platform for cross-sector communication, enabling
supply chain actors to collectively solve the challenges they encounter. In addition,
policymakers have the opportunity to establish attainable indicators or targets for the
purpose of attaining sustainability objectives, taking into account the prevailing circumstances
on the ground.

3. There is insufficient emphasis placed on the inclusion of appropriate stakeholders and gender
representation. This phenomenon is equally applicable to the limited engagement of young
people, which is notably little. All these points would lead the weaknesses in policy and
regulation creation. This is because the formulation arises from the narrow perspective of a
few people, which is seen not representative of the proper actors.

Gaps in smallholders. Based on the analysis, smallholders have never seen the multitude of
sustainability standards is not seen as beneficial. Therefore, the goal set forth by the smallholders is
to refrain from embracing the principle. The downstream smallholders, especially the illegal farmers,
rather wish for common minimum standards to reduce business costs and higher selling price.
Compatibility between standards and realities among smallholders should be a priority for global
sustainability standards.

The smallholders were reluctant to discuss about gender inequality including the bigger topic on GEDSI
principle. Whereas, based on data provided by the Palm Qil Smallholders Union (SPKS)3*, it is observed
that women constitute a significant majority, accounting for 86 percent, of the labour force involved
in the various stages of the palm oil production cycle. Their contributions primarily encompass critical
supply chain tasks, including but not limited to fertilising, weeding, spraying, and the collection of palm
oil fruit.

Therefore, specific capacity building and sharing knowledge to rise the issues must also been set up
since at the baseline level. Especially, the notion of non-discrimination is a compulsory obligation not
only for companies but also for smallholders. Gender-responsive policies should be considered as a
key strategy for expediting the advancement of sustainable palm oil in Indonesia.

Gaps in stakeholders. The critical issue is that sustainability adaptations happen at a cost that is not
being shared among all value chain actors. Policymakers such as Bappeda Litbang and Disbunnak
Banyuasin have the authority to work collaboratively with the palm oil stakeholders. They could use
other mechanisms such as moral hazard prevention and punishment, joint investment, cultural
identity, information confidentiality and disclosure, etc. to proactively diagnose and act in developing

34 https://spks.or.id/profile#1
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a supply chain sustainably. Since sustainability in the supply chain is a ‘shared responsibility’ to
distribute sustainability standards among all the supply chain actors.

However, the idea of multi-stakeholder involvement faces challenges sustaining the supply chain, due
to competitiveness, productivity, and commercialization problems. The root of these problems is a
combination of a market-driven economy, unknowledgeable key actors on the importance of
sustainability standards, and power relations which are currently driving the dynamics of this chain.

Nevertheless, the concept of including multiple stakeholders encounters obstacles in maintaining the
continuity of the supply chain, primarily stemming from issues related to competitiveness,
productivity, and marketing. The underlying causes of these issues can be attributed to a confluence
of factors, including a market-oriented economic system, insufficient awareness among key
stakeholders regarding the significance of sustainability norms, and prevailing relations of power that
now shape the dynamics of this supply chain.

Meanwhile, the multi-stakeholder involvement can be characterised as a framework wherein multiple
categories of actors participate in the governance of a corporation, specifically in relation to public
matters. Various forms of multi-stakeholder governance can emerge as a consequence of divergent
factors, including the composition of parties engaged and the characteristics of authority dynamics
among these actors. The first variety posits that multi-stakeholder governance comprises four distinct
categories of participants: private sectors, association, smallholders, middlemen, academic, and civil
society actors.

Gaps in Private Sector. Global market concerns over environmental and social issues in the palm oil
supply chain have increased and are reflected in the increased spread of certification systems.
Sustainability certifications aim to encourage consumers to make ethical purchasing decisions, which
in turn aim to support company producers in adopting more sustainable production practices.
However, only multinational companies adopt and apply for the certification since they have a
sustainability division to take care of this matter. Most of the companies in Banyuasin which are MSME
still doubt this due to their claim to only transact in the domestic market. They believe that the
domestic market does not really need the product being certified.

Some have stated, they lack information and support regarding the application of sustainability
scheme and their regulation. They also point out a lack of understanding of the whole supply chain
business from the perspective of the local links in the value chain. Finally, they call for the education
and conscientization of smaller producers -called smallholders, since they are also responsible for
sustainable value chains, notably in ensuring high quality of FFBs.

B. Challenges faced by Local Companies

More than a half of existing companies in Banyuasin are MSMEs which are local companies. Local
companies will usually prioritize production rather than taking care of sustainability certification. This
is because their budget allocation is limited, so efficiency must be done. In addition, certification has
not become an urgency in domestic market trading. Thus, they postpone things that are out of priority.
Nevertheless, we highpoint other challenges faced by local companies in Banyuasin:

1. Ambiguous laws and regulations.
Ambiguity is also the reason why small companies are delaying or unwilling to register for
standardization programs. Reasons:
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a. The government is considered inconsistent in the implementation of PUP and ISPO
obligations. The government, which does not actually have PUP and ISPO assistants, ends
up selecting “certain” companies for assistance.

b. According to PUP and ISPO procedures, companies are required to use certified external
assessors. These must be paid by the company.

c. Theillegal status of land and FFBs is still not a problem in the market, especially in the
domestic market. Furthermore, enforcement of laws is still lacking, so sustainability
standards and certification are not the priority.

2. Complex communication and coordination.

The government has never involved local companies in drafting regulations or socializing

sustainability programs. These enterprises rarely have 'trusted people' in the government.

However, there is no two-way communication/coordination procedure. The government

executes unilateral mandates to companies. Conversely, this would not apply to company

representatives who have a close relationship with the government.

3. Insufficient knowledge and skills
There is a lack of direction and focus on the management level to integrate sustainability into
practice. To keep costs down, the skilled people are often not chosen to be positioned in right
place, one of which in sustainability division.

4. Challenges encountered in the process of fulfilling environmental and human rights indicators.
Companies are now “under pressure” since the mandatory ISPO was enacted more than a
decade ago. Seventy six percent (76%) of companies in Banyuasin are not certified by ISPO.
There are only 3 large companies (which two of them are international companies) certified
by ISPO and RSPO. There is only one MSME in progress for STDB for plasma farmers, PUP, and
ISPO. This slow speed of progress seen highlights the inadequate fulfilment of environmental
and human rights obligations within the palm oil business.

5. Difficulties in budget and access to finance
Several MSMEs that are family-run businesses encounter challenges when it comes to
obtaining financial resources from banking institutions. The first line of sustainability
indicators highlights the importance of transparency. Banks are subject to monitoring and
encouraged to exclusively endorse companies that adhere to sutainability practises®. The
majority of MSMEs have been reported to exhibit the condition outlined in point 4 described
earlier.

35 https://news.mongabay.com/2018/11/in-funding-palm-oil-giants-banks-may-share-in-sins-of-the-
companies/
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SECTION 5: STRATEGY FOR SUSTAINABLE PALM
OIL SUPPLY CHAIN

A. Lesson Learned to Fill the Gaps

We have identified stakeholders and corresponding influencing factors based on centrality measures.
We have revealed from the combination of SNA, SWOT, and gap analysis based on SWOT’s weaknesses
and threats, four (4) key entities or stakeholders such as policy and regulation, private sector,
smallholders, and stakeholders in general. From five (5) aspects, we underlined legal, industry-
business, and social aspects work the most to draw attention for improvement.

Legal aspects to encourage sustainability and effective MEL

In the legal aspect, the main gaps are mainly on the unclear and overlapped regulation together with
limited coordination and communication to obtain insight for regulation and standards practice at
baseline levels by palm oil-related stakeholders. Regulatory obstacles pertain to the impact of a top-
down approach that lacks inclusivity and transparency, as well as technical barriers related to local
terminologies.

Regulation and policy including policymakers must be responsible for three (3) activities for instance
providing clear regulatory instructions and standards, developing specific multistakeholder forums
determining the responsibility of palm-oil related stakeholders, and establishing incentives and
disincentives to strengthen law enforcement.

The ongoing process of a Regional Action Plan making must ensure that the involvement of multi-
stakeholders is present. The multistakeholder must represent private sectors (must have MSME, large
company, and finance institution representation), smallholders (must have plasma farmers and legal
independent farmers representation), middlemen with DO, academic, association, and civil society
actors. Each stakeholder must guarantee gender equality as well as other GEDSI aspects such as young
people’s involvement and labour justice.

Although the regulatory requirements on palm oil supply chains have emphasized the importance of
commodity-related stakeholders in building sustainability through mandatory ISPO, the practices have
not sufficiently considered the linkages between commodity-related stakeholders and influencing
factors. The main reason for this may be that stakeholder management is not given enough attention
in building sustainable commodity management that focuses more on the industry-business.
Sufficient attention should be given to these linkages because commodity-related stakeholders are
the key source of realizing sustainability under ISPO. Therefore industry-business aspect could not be
separated from the social aspect.

Industry-business and social aspects

In Banyuasin, becoming aware of sustainability standards is critical among stakeholders from the
perspective of industry-business and social aspects. If we look back at the gap analysis from SWOT'’s
weaknesses and threats, most entities or stakeholders are lacking in knowledge due to unfamiliarity
with the concept of sustainability and/ or do not want to fulfill the sustainability indicators. The reason
may be diverse, depending on the stakeholders’ point of view in assessing the obstacles. Primary
obstacles refer to longstanding issues such as land tenure and social conflict, the problematic
partnership between plantations and plasma, the preparation required for certification eligibility, and
the involvement of smallholders. Further, there exist moral obstacles encompassing the potential for
increased corruption opportunities and the existence of greenwashing channels.
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However, the government as part of the policymakers should put a series of efforts to raise awareness
among various stakeholders. The government should also incorporate capacity building into internal
management since we found that there is limited capacity and quantity of human resources in the
government institutions for assisting and assessing STBD, PUP, and ISPO.

Companies may have different thresholds. Therefore, setting different approaches is a must,
considering the type and size of the company. Banyuasin has multiple companies, from multinational,
national, and local. Of 65 registered companies, more than half of them are locals. Only 18 registered
with ISPO and 3 registered with RSPO3® most of which are national and multinational companies. Local
companies do not have the capability of building sustainability division.

Professional sustainability management teams that can be part of the sustainability compliance must
be developed. This is essential since the team can provide understanding on operation mechanism of
sustainability standards and quickly identify the needs of the mechanism. However, we understand
that the lack of budget capability may be a burden for company and smallholder as the only “must-
have” ISPO certification compared to other stakeholders. Hence, it is essential for the government to
promote the implementation of a development assistance mechanism, which includes the
establishment of a life cycle information system to help companies and smallholders in adhering to
sustainability criteria.

In the social context of industry-business aspect, the company and smallholder may need assistance
from the relevant government to help with the GAP. This can be applied for plantation companies
with IUP-B, with or without plasma smallholder farmer schemes. In necessity, ensuring the market
flow of smallholder selling their FFBs is also essential. Both government and private sectors should
manage and control the “action” of middlemen with DO that collect illegal FFBs and accommodate
the illegal smallholder farmers selling their FFBs.

B. Policy and Stakeholder Strategy

We catalyse action on policy and stakeholder strategies based on lesson learned combined with
centrality measures. In brief, the regulation can be designed to create scenarios related not only to
market conditions but also policy strategies that can incorporate societal and environmental
elements. This session recommends what strategies need to be done and who execute.

Table 5. Policy and Stakeholder Strategy

Identification of Centrality Who Role
Measures
Degree of centrality: e Dinas Perkebunan dan e Lead on policy and regulation making
Peternakan Banyuasin on supply chain implementation in
The very connected individuals, e Bappeda Litbang general.
popular individuals, individuals Banyuasin e Provide obligation for sustainability
who are likely to hold most e DPMPTSP Banyuasin notably on transparency,
information or individuals accountability, and traceability.
who can quickly connect with ¢ Information spreader on Sustainable
the wider network. Palm Qil Supply Chain.
e In order to expedite the attainment of
sustainable palm oil production, it is
imperative to incorporate gender

36 Data from Dinas Perkebunan dan Peternakan Banyuasin (2022) and Global Forest Watch Pro accessed in
June 2023.
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equality within policy frameworks,
alongside the simultaneous
consideration of environmental
concerns and human rights.

Closeness centrality:

The individuals who influence
the flow around a system

Dinas Perkebunan dan
Peternakan Banyuasin
Bappeda Litbang
Banyuasin

DPMPTSP Banyuasin
Dinas Lingkungan Hidup
Banyuasin

Provide policy - regulation making on
palm oil business licensing

and standardization.

Information spreader (including legal
product campaign and marketing).
Information spreader related to
environmental protection.
Information spreader related to gender
equality and human rights within the
palm oil supply chain.

Information spreader related to
capacity building on the sustainability
standards implementation.

Betweenness centrality:

The individuals who are best
placed to influence the entire
network most quickly.

Legal Middlemen with DO
Legal independent
smallholder farmers
Bappeda Litbang
Banyuasin

Dinas Koperasi, UKM,
Perindustrian, dan
Perdagangan Banyuasin

Provide policy — regulation making on
certification contribution

to environmental issues and guarantee
of the acceptance of global market.
Provide community assistance on
community-based organisation/
institution such as cooperative and GAP
practice.

Information spreader related to access
to finance, certified seeds, and certified
fertilizers.

Eigenvector centrality:

Handy for understanding human
social networks, but also for
understanding networks like
malware propagation.

Legal Middlemen with DO
Legal independent
smallholder farmers

Palm Oil Companies
Plasma smallholder
farmers

Provide information how to access
community assistance for
sustainability standards.

Provide campaign and education on
Sustainable palm oil supply chain.

Source: Analysis, 2023

To sum up, table 5 defines 3 key roles.

1.

The roles of stakeholders to improve policy making and other related regulations. Policy and
regulation are the foundation of the palm oil program in Banyuasin District. The palm oil sector
has comprehensive regulations to encourage the sustainability in palm oil sector.
Sustainability indicators can meet three dimension such as economic dimension,
environmental dimension, and social dimension. As a result, ISPO was created as the
“achievement” of sustainability standard in the country since this is the national certification
owned by the government. ISPO is mandatory and protected by law.

Nevertheless, it is significant to consider a minimum of four considerations that provide assist
for the appropriate construction, improvement, and implementation of policies and
regulations in palm oil sector, such as:

a. Ensuring the engagement of multiple stakeholders by considering Gender Equality,
Diversity, and Social Inclusion (GEDSI) during the formulation or revision of policies
and regulations. This entails not only soliciting public input during the formulation or
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revision process, but also ensuring adequate representation across multiple
stakeholders, with a particular focus on gender equality and other considerations
related to GEDSI components. The acceleration of sustainable palm oil supply chain
and the resolution of related challenges, such as environmental issues and human
rights, can be facilitated by the incorporation of gender equality within policy
frameworks.

Ensuring the MEL is running since at the policy and regulation making process. MEL
encompasses all three essential components, namely monitoring, evaluation, and
learning, which operate in harmony and permeate all stages of project and
programme development, ranging from initial design through execution and
finalisation. The MEL framework assists institutions in elucidating their purposes,
gathering essential data to evaluate their efficacy in achieving impact goals, and
monitoring the factors that can bring about change. Ideally, Monitoring, Evaluation,
and Learning (MEL) processes should incorporate a comprehensive assessment of
both internal and external capacities within the context of the broader environment.
This assessment should enable organisations to effectively respond and change with
agility in real-time.

Since South Sumatra Province and Banyuasin District would have had consecutively
provincial Action Plan and District level Action Plan for sustainable palm oil, the MEL
framework already has the shape. The action plan has established indicators for
attaining sustainable criteria, particularly for private sectors and smallholders who are
required to obtain certification from ISPO.

Alternatively, if we desire to delve into the precise objectives that the sustainability
indicators aim to accomplish. It is crucial to ascertain not only the "what" and "who"
aspects, encompassing implementers, recipients, and beneficiaries, but also the
dedicated allocation of resources and timeframes. In addition, it is necessary to
enhance the motivation and focus of those involved in the program's implementation.
The implementation of incentive and disincentive schemes is crucial in ensuring
compliance.

Ensuring the sustainability substances meet relevant criteria such as: (i) they are
based on scientific evidence, ensuring that the certification requirements are
grounded in reliable research. (ii) They are accompanied by support measures that
encourage sustainable production and facilitate compliance, particularly for small-
scale farmers. (iii) They do not impose unnecessary costs and delays on domestic and
international trade, ensuring that the certification process remains efficient and
streamlined. (iv) They include criteria and indicators that can be quantitatively
evaluated, allowing for objective assessment of compliance. (v) They avoid addressing
macro-level concerns that are difficult to evaluate on a product-specific basis and are
better addressed at a different level of analysis.

The roles of stakeholders to improve sustainable-business ecosystem.

Businesses operating within global supply chains are under heightened demands from many
stakeholders to embrace sustainability practises and transparently communicate their
environmental, social, and economic implications. Smallholder, company, and middleman are
the main actors in the business ecosystem. The actions and decisions undertaken by each of
them have a direct impact on the overall functioning of the entire chain. Until recently ISPO is
the highest level of certification for sustainability in Indonesia.
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However, according to statement from the BPDKS®’ the total land area that has been granted
ISPO certificates as of March 2021 amounts to merely 5.78 million hectares. The
aforementioned figure represents approximately 45% of the overall productive oil palm
plantation area, which has reached 12.6 million hectares in the year 2021.

To note, only smallholder and company are mandated to apply for ISPO. Yet, most of the
smallholder farmers are not aware of sustainability standards such as STDB and ISPO. From a
financial perspective, STDB and ISPO are not seen as profitable currently. The market has not
acknowledged ISPO, resulting in no discernible price difference between ISPO certified FFB
and non-ISPO certified FFB. On the other hand, it should be noted that the RSPO has garnered
recognition within the market, resulting in a comparatively elevated price for FFB. Most of the
farmers who have STDB and ISPO are plasma farmers who were assisted by company.

From the perspective of the company, we have identified some pattern that can be obstacles
to achieving the ISPO target. Firstly, certain companies have been trying to impede the
advancement of the registration process for the PUP and ISPO, displaying a deceleration in
their efforts. Or there exists a degree of reluctance among certain companies to initiate and
carry out the necessary procedures for registration. However, the rest are in the process of
submission, yet having difficulties in completing the assessment and document due to a lack
of budget and human resources.

Additionally, Banyuasin district has DO mandated to legal middlemen. With this DO system,
legal middlemen must check the weight scale regularly to Dinas Koperasi, Usaha Kecil
Menengah, Perindustrian, dan Perdagangan Banyuasin (District Level Office of Cooperative,
Small-Medium Enterprises, Industry, and Trading in Banyuasin). We found the scheme of DO
is playing important role in taking part into sustainability standards since middleman is not
mandated with ISPO.

Based on the facts explained above, we underline 3 considerations to address the conditions:

Achieving global recognition for ISPO, thus the ISPO price can be scaled up;
ISPO and/or other national standards can complement RSPO;
encourage incentive and disincentive scheme tailored with ISPO;

o 0o oo

provide different approach to company and smallholder notably in raising awareness

of the importance having ISPO to support sustainability in palm oil supply chain;

e. provide information and options for access to finance especially for MSMEs and
smallholders; and

f. involve middlemen with DO into ISPO system to monitor the traceability and scale up

the regular weight scale checking mechanism.

3. The roles of stakeholders to improve smallholder, company, and middlemen capacity and
awareness.
We need to encourage social sustainable development through increasing designer social
knowledge, improving transparency and encouraging fair trade practices. Government and
other actors who can involve in this topic such as NGOs/CSOs, academic, and association must
provide different approach to private sectors and smallholders to follow sustainability
standards. Furthermore, we must also consider put middlemen -as part of strategic actors in

37 From an interview with BPDKS on 24 August 2022.
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the supply chain, to follow the sustainability standards. The approach and capacity building
must be designed following the capacity of middlemen.

Each actor has power, and their behaviour and social relations are deeply linked to strategic actions
to follow sustainability standards of palm oil supply chain, notably in Banyuasin District. Figure 10
provides the recommendation of actions based on aspects in different time frames.

¢ Improving the coordination
between palm oil stakeholders by
establishing periodically multi-
stakeholder forum (Legal, industry-
business, and social)
¢ Strengthening the business
licensing by integrating sustability
commitements (Policy and
Regulation - Legal )
¢ Developing Action Plan of
Sustainable Palm Oil (Policy and
Regulation - Legal)

e Assisting company for sustainability
standards such as STDB, PUP, and
ISPO (Legal, industry-business,
sustainability, commodity, and
social)

* Improving acces to finance
especially for MSMEs and
smallholders (industry-business,
sustainability, commodity, and
social)

e Formulate and provide
incentive and tax scheme
(Policy and Regulation - Legal)
e Community assistance on GAP
practice ( Social - sustainability,
commodity)

e Assisting smallholders for
sustainability standards such as
STDB, and ISPO (Legal, industry-
business, sustainability,
commodity, and social)

e Assisting MSMEs for
sustainability standards such as
STDB, PUP, and ISPO (Legal,
industry-business,
sustainability, commodity, and
social)
¢ National - Sub National MEL
scheme on sustainable supply
chain (Policy and Regulation -
Legal)
eScale up and improve
mandatory DO scheme
including improving regular
weight scale check up (
industry-business,
sustainability, commodity)

eFormulate and provide
regulation to improve and scale
up ISPO accepeted globally
(Policy and Regulation - Legal)
*|SPO and/or other national
standards can complement
RSPO ( Legal, social -
sustainability, commodity)

Figure 10. Recommendation based on five (5) Aspects

The influencing factors identified in this study are very likely to reoccur. We need to accelerate the
new concept of understanding sustainability among stakeholders. There must be a clear projection
of what we want to gain with the sustainable palm oil supply chain. We propose the making of
policy scenario as the backbone to accommodate the issues. The policy scenarios seem to be major
and priority, therefore need to be encouraged. The government of the province and Banyuasin
District need to prepare and improve the regulation and policy and set up strong mechanisms
including the infrastructure and human resources.
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ANNEXES

Annex 1. Existing Regulation Related to Palm Oil

Table 6. Annex 1 : List of Existing Regulations Related to Palm Oil

No Topic
1 Agrarian

Regulation

Law Number 5 of 1960 concerning Basic Agrarian Regulations
(State Gazette of the Republic of Indonesia of 1960 Number
104, Supplement to the State Gazette of the Republic of
Indonesia Number 2043)

2 Human Rights

Law Number 1 of 1970 concerning Work Safety (State Gazette
of the Republic of Indonesia of 1970 Number 1, Supplement to
the State Gazette of the Republic of Indonesia Number 2918)

3 Forestry and
Conservation

Law Number 5 of 1990 concerning Conservation of Biological
Natural Resources and Their Ecosystems (State Gazette of the
Republic of Indonesia of 1990 Number 49, Additional Sheet
Republic of Indonesia Number 3419)

4 Agriculture-GAP

Law No. 22 of 2019 concerning Sustainable Agricultural
Cultivation Systems (State Gazette of the Republic of Indonesia
of 2009 Number 201, Supplement to the State Gazette of the
Republic of Indonesia Number 6412) as amended by Law
Number 11 of 2020 concerning Job Creation (State Gazette of
the Republic of Indonesia of 2020 Number 245, Supplement to
the State Gazette of the Republic of Indonesia Number 6573)

5 Forestry and
Conservation

Law Number 41 of 1999 concerning Forestry (State Gazette of
the Republic of Indonesia of 1999 Number 167, Supplement to
the State Gazette of the Republic of Indonesia Number 3888)
as amended by Law Number 19 of 2004 (State Gazette of the
Republic of Indonesia of 2004 Number 86, Supplement to the
Statute of the Republic of Indonesia of 2004 Republic of
Indonesia Number 4412)

employment

6 Community Law Number 16 of 2006 concerning Agriculture, Fisheries and
Assistance Forestry Assistance
7 Human Rights Law Number 23 of 2002 concerning Child Protection (State
Gazette of the Republic of Indonesia of 2002 Number 109,
Supplement to the State Gazette of the Republic of Indonesia
Number 4235)
8 Industry - Law Number 13 of 2003 concerning Manpower (State Gazette

of the Republic of Indonesia of 2003 Number 39, Supplement
to the State Gazette of the Republic of Indonesia Number
4279)

9 Industry

Law Number 25 of 2007 concerning Investment (State Gazette
of the Republic of Indonesia of 2007 Number 67, Supplement
to the State Gazette of the Republic of Indonesia Number
4724)

10 Land Use
Governance

Law Number 26 of 2007 concerning Spatial Planning (State
Gazette of the Republic of Indonesia of 2007 Number 68,
Supplement to the State Gazette of the Republic of Indonesia
Number 4725)
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11

Industry

Law Number 40 of 2007 concerning Limited Liability
Companies (State Gazette of the Republic of Indonesia of 2007
Number 106, Supplement to the State Gazette of the Republic
of Indonesia Number 4756)

12

Environment

Law Number 32 of 2009 concerning Environmental Protection
and Management (State Gazette of the Republic of Indonesia
of 2009 Number 140, Supplement to the State Gazette
Republic of Indonesia Number 5059)

13

Health

Law Number 36 of 2009 concerning Health (State Gazette of
the Republic of Indonesia of 2009 Number 144, Supplement to
the State Gazette of the Republic of Indonesia Number 5063)

14

Forestry and
Conservation

Law Number 18 of 2013 concerning Prevention and
Eradication of Forest Destruction (State Gazette of the
Republic of Indonesia of 2013 Number 130, Supplement to
State Gazette Republic of Indonesia Number 5432)

15

Human Rights and
Empowerment

Law Number 19 of 2013 concerning the Protection and
Empowerment of Farmers (State Gazette of the Republic of
Indonesia of 2013 Number 131 Supplement to the State
Gazette of the Republic of Indonesia Number 5433)

16

Job Creation

The Job Creation Law or Law Number 11 of 2020 concerning
Job Creation

17

Agriculture

Law Number 39 of 2014 concerning Plantations (State Gazette
of the Republic of Indonesia of 2014 Number 308, Supplement
to the State Gazette of the Republic of Indonesia Number
5613)

18

Agriculture

Government Regulation Number 7 of 1973 concerning Control
over the Distribution of Pesticide Use (State Gazette of the
Republic of Indonesia of 1973 Number 12)

19

Industry

Government Regulation Number 17 of 1986 concerning
Authority to Manage Industrial Guidance and Development
(State Gazette of the Republic of Indonesia of 1986 Number
23, Supplement to State Gazette of the Republic of Indonesia
Number 3330)

20

Industry -
employment

Government Regulation Number 14 of 1993 concerning the
Implementation of Jamsostek (State Gazette of the Republic of
Indonesia of 1993 Number 20, Supplement to the State
Gazette of the Republic of Indonesia Number 3520) as
amended several times, most recently by Government
Regulation Number 84 of 2013 (State Gazette of the Republic
of Indonesia of 2013 Number 229, Supplement to the State
Gazette of the Republic of Indonesia Number 5472)

21

Agriculture

Government Regulation Number 6 of 1995 concerning Plant
Protection (State Gazette of the Republic of Indonesia of 1995
Number 12, Supplement to the State Gazette of the Republic
of Indonesia Number 3586)

22

Agriculture

Government Regulation Number 44 of 1995 concerning Plant
Seeds (State Gazette of the Republic of Indonesia of 1995
Number 85, Supplement to the State Gazette of the Republic
of Indonesia Number 3616)

23

Plantation Licensing

Government Regulation Number 40 of 1996 concerning HGU,
Property Rights, Land Use Rights (State Gazette of the Republic
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of Indonesia of 1996 Number 58, Supplement to the State
Gazette of the Republic of Indonesia Number 3643)

24 Agriculture Government Regulation Number 7 of 1999 concerning
Preservation of Plant and Animal Species (State Gazette of the
Republic of Indonesia of 1999 Number 14, Supplement to State
Gazette of the Republic of Indonesia Number 3803)
25 Agriculture Government Regulation Number 8 of 1999 concerning
Utilization of Wild Plants and Animals (State Gazette of the
Republic of Indonesia of 1999 Number 15, Supplement to State
Gazette of the Republic of Indonesia Number 3804)
26 Environment Government Regulation Number 41 of 1999 concerning Air
Pollution Control (State Gazette of the Republic of Indonesia of
1999 Number 86, Supplement to the State Gazette of the
Republic of Indonesia Number 3853)
27 Forestry and Government Regulation Number 10 of 2010 concerning
Conservation Procedures for Changing the Allocation and Function of Forest
Areas (State Gazette of the Republic of Indonesia of 2010
Number 15, Supplement to the State Gazette of the Republic
of Indonesia Number 5097)
28 Agriculture Government Regulation Number 11 of 2010 concerning
Controlling Abandoned Land (State Gazette of the Republic of
Indonesia of 2010 Number 16, Supplement to the State
Gazette of the Republic of Indonesia Number 5098)
29 Forestry and Government Regulation Number 28 of 2011 concerning the
Conservation management of Nature Reserves and Nature Conservation
Areas (State Gazette of the Republic of Indonesia of 2011
Number 56, Supplement to the State Gazette of the Republic
of Indonesia Number 5217)
30 Environment Government Regulation Number 27 of 2012 concerning
Environmental Permits (State Gazette of the Republic of
Indonesia of 2012 Number 48, Supplement to the State
Gazette of the Republic of Indonesia Number 5285)
31 Forestry and Government Regulation Number 71 of 2014 concerning
Conservation Protection and Management of Peat Ecosystems. (State
Gazette of the Republic of Indonesia of 2014 Number 209,
Supplementary Sheet Republic of Indonesia Number 5580)
32 Forestry Government Regulation Number 23 of 2021 concerning
administration Forestry Administration
including SJB
33 Forestry, Government Regulation Number 24 of 2021 Regarding
Administrative Procedures for Imposing Administrative Sanctions And
Sanction on Oil Palm  Procedures for Non-Tax State Revenue from Administrative
Plantation in Forest Fine In The Forestry Sector
Area including SJB
34 Peatland Protection Government Regulation Number 57 of 2016 concerning
Amendments to Government Regulation Number 71 of 2014
concerning Protection and Management of Peat Ecosystems.
35 Government Presidential Regulation Number 24 of 2010 concerning

Position, Duties and Functions of State Ministries and
Organizational Structure, Duties and Functions of Echelon | of
State Ministries
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36 Peatland and Presidential Regulation Number 120 of 2020 Concerning Peat
Mangrove Taskforce and Mangrove Restoration Agency
37 Mangrove Protection Presidential Regulation (Perpres) Number 73 of 2017
concerning the National Strategy for Mangrove Ecosystem
Management
38 Agriculture- Presidential Instruction Number 8 of 2018 concerning
Suspension Palm Oil Suspension & Evaluation of Palm Qil Plantation Licensing and
Plantation Permit Increasing Productivity of Oil Palm Plantations
39 National Action Plan ~ Presidential Instruction Number 6 of 2019 concerning the
for Sustainable Palm  National Action Plan for Sustainable Palm Oil
QOil
40 Palm Oil Governance Presidential Decree Number 9 of 2023 concerning the Task
Taskforce Force for Improving Palm Oil Industry Governance and
Optimizing State Revenue
41 Forestry and Regulation of the Minister of Environment and Forestry
Community-Based Number 9 of 2021 Concerning Social Forestry Management
Forest Management
42 Environment Regulation of the Minister of Home Affairs Number 07 of 2018
concerning Preparation and Implementation of Strategic
Environmental Studies in the Preparation of Regional Medium-
Term Development Plans
43 Agriculture-GAP Regulation of the Minister of Agriculture Number
131/Permentan/0T.140/12/2013 concerning Guidelines for
Good Oil Palm Cultivation (Elaeis guineensis)
44 Agriculture - PUP Regulation of the Minister of Agriculture Number
07/Permentan/0OT.140/2/2009 concerning Guidelines for
Assessment of Plantation Businesses
45 Agriculture Regulation of the Minister of Agriculture Number
14/Permentan/PL.110/2/2009 concerning Guidelines for
Utilizing Peatlands for Qil Palm Cultivation
46 Oil Palm Replanting Regulation of the Minister of Agriculture Number
Program 18/Permentan/KB.330/5/2016 concerning Guidelines for
Replanting Oil Palm Plantations
47 Agriculture Regulation of the Minister of Agriculture Number
61/Kpts/0T.140/10/2010 concerning the Organization and
Work Procedure of the Ministry of Agriculture
48 Agriculture- Regulation of the Minister of Agriculture Number
Institutional Capacity = 67/Permentan/SM.050/12/2016 concerning Institutional
building for farmers Development of Farmers
49 Agriculture- Licensing Regulation of the Minister of Agriculture Number
for Plantation 21/PERMENTAN/KB.410/6/2017 concerning the Second
Businesses Amendment to Regulation of the Minister of Agriculture
Number 98/PERMENTAN/OT.140/9/2013 concerning
Guidelines for Licensing for Plantation Businesses
50 Electronic Business Regulation of Minister of Trade Number 36 of 2022 concerning

Licensing Services in
the Trade Sector

Revocation of Regulation of the Minister of Trade Number 08
of 2020 concerning Electronically Integrated Business
Licensing Services in the Trade Sector as amended by
Regulation of the Minister of Trade Number 64 of 2020
concerning Amendments to Regulation of the Minister of
Trade Number 08 of 2020 concerning Electronically Integrated
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Business Licensing Services in the Trade Sector and Regulation
of the Minister of Trade Number 22 of 2020 concerning
Integration of Electronic Business Licensing Services in the
Trade Sector

51 Agriculture- STDB Regulation Minister of Agriculture Number 45 of 2019
concerning Electronic Integrated Licensing Services in the
Agriculture Sector

52 Agriculture -ISPO Regulation of the Minister of Agriculture Number

Certification 19/Permentan/0T.140/3/2011 concerning Guidelines for
Indonesian Sustainable Palm Qil (ISPO)

53 Agriculture- Regulation of the Minister of Agriculture Number 03 of 2022
Research, Regarding Human Resources Development, Research and
Development and Development, Replanting, and Oil Palm Plantation Facilities
Replanting and Infrastructure

54 Agriculture- Business Decree of the Minister of Agriculture Number
License 1312/Kpts/KP.340/12/2014  concerning  Delegation  of

Authority for Granting Business Licenses in the Agricultural
Sector in the Context of Investment to the Head of the
Investment Coordinating Board

55 Agriculture- STDB Decree of the Director General of Plantations Number 105 of
2018 concerning Guidelines for Issuing STDB and Decree of the
Director General of Plantations No. 283 of 2018 concerning the
first amendment to the Decree of the Director General of
Plantations Number 105 of 2018

56 Peatland Protection Regional Regulation (Perda) Number 01 of 2018 concerning
in South Sumatra the Protection and Management of Peat Ecosystems

57 Spatial Planning of Regional Regulation (Perda) Number 11 of 2016 concerning
South Sumatra Spatial Planning of South Sumatra Province 2016-2036

58 FFB Standard Price Governor Regulation (Pergub) Number 20 of 2020 concerning

Implementation Guidelines for Determining the Purchase Price
of Fresh Fruit Bunches of Oil Palm Production in Plantations in
South Sumatra Province

Source: Analysis, 2023
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Annex 2. The flow of Palm Qil Licensing

Community assistant Assistance from the Copy Letter to District Head/City

provided by Dinas TPH Company-Partner Mayor

Banyuasin (only for Plasma Farmer)
Legal Independent Documents required for T o
A . . Ifthe proposed locations fall within the same district or city Submission to DPM PTSP at
Smallholder Farmer or > business licensing > L
Plasma Farmer District Level
Verified by Technical .
¥ < »  Ground Checking
A team of DPMPTSP
If the proposed locations fall in more than a district or city N Submission to DPMPTSP at
Letter of Recommedation g Province Level
from Disbunnak
Recommendation
rejected
The applicant is required to fulfil the outstanding conditions prior to being granted acceptance. | Recom mendation
v deferred
NIB granted Recommendation
accepted
Notes:
Disbunnak : Dinas Perkebunan dan Peternakan (District Level Office of Plantation and Animal Husbandary; can be at district or province level, depending on the location of the proposed permit/

license.)
DPMPTSP : Dinas Penanaman Modal dan Pelayanan Terpadu Satu Pintu (District Level Office of Investment and One Door Services in Banyuasin)
Dinas TPH : Dinas Tanaman Pangan dan Hortikultura (District Level Office of Food Crops and Horticulture in Banyuasin)

Figure 11. Annex 2.a : License for Plantation Plant Cultivation Business with an area of less than 25 hectares



Individual legal institution/
company or group
institution/company

A

A\ 4

Documents required for
business licensing

If the proposed locations fall within the same district or city

\/(x

Letter of Recommedation
from Disbunnak

If the proposed locations fall in more than a district or city

-

The applicant is required to fulfil the outstanding conditions prior to being granted acceptance.

Copy Letter to District Head/City
Mayor
. | Submission to DPMPTSP at
g District Level
Verified by Technical
team of DPMPTSP
.| Submission to DPMPTSP at
- Province Level
Recommendation |
rejected h
> Recommendation <
deferred
NIB granted Recommendation P
accepted h

Y

Ground Checking

Figure 12. Annex 2.b: License for Plantation Product Processing Industry with a capacity of less than 5 tonnes of Fresh Fruit Bunches (FFB)
per hour
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Community assistant Copy Letter to District Head/City
provided by Dinas TPH Mayor
Banyuasin
Environment Permit from
v District Head/ City Mayor
. — v
ivi instituti Documents required for
Individual legal institution/ . Sauir If the proposed locations fall within the same district or city Submission to DPMPTSP at
company or group > business licensing > . —
institution/company District Level fied b h ]
Verifie Technica .
s . —> Y < » Ground Checking
A Location Permit from A team of DPMPTSP
District Head/ City Mayor
—  — v
Letter of Recommedation If the proposed locations fall in more than a district or city .| Submission to DPMPTSP at
from Disbunnak v Province Level I
Environment Permit from
\/_\ Governor

Recommendation |

rejected h

The applicant is required to fulfil the outstanding conditions prior to being granted acceptance. . Recommendation _

o deferred h

NIB and IUP-B .
Recommendation |
granted accepted h

Figure 13. Annex 2.c: License for Plantation Plant Cultivation Business with an area of 25 hectares or more
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business licensing

A

A 4
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v

Copy Letter to District Head/City
Mayor

\_/r—\

Location Permit from
District Head/ City Mayor

Letter of Recommedation
from Disbunnak

If the proposed locations fal in more than a district or city

v

Submission to DPMPTSPat | |

District Level

A

-  —

\ 4

Verified by Technical

team of DPMPTSP

-

Environment Permit from

Governor

The applicant is required to fulfil the outstanding conditions prior to being granted acceptance.

Province Level

.| Submission to DPMPTSPat | |

Recommendation

\4

NIB and IUP-P

granted

<

rejected
Recommendation | _
deferred h
Recommendation | _
<

accepted

Y

Ground Checking

Figure 14. Annex 2.d: License for Oil palm, tea and sugar cane processing industry with a capacity equal to or exceeding 5 tonnes of FFB per

hour
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Community assistant Copy Letter to District Head/City

provided by Dinas TPH Mayor
Banyuasin
Environment Permit from
v District Head/ City Mayor ¢
ivi instituti Documents required for
Individual legal institution/ _ . q . Ifthe proposed locations fall within the same district or city Submission to DPMPTSP at
company or group > business licensing > At —
N District Level
institution/company Verified by Technical | _ »  Ground Checki
A Location Permit from A > team of DPMPTSP < » roun ecking
District Head/ City Mayor
4
Letter of Recommedation Ifthe proposed locations fall in more than a district or city _| Submission to DPMPTSP at
from Disbunnak d Province Level I
Environment Permit from
\/\ Governor
Recommendation |
rejected N
The applicant is required to fulfil the outstanding conditions prior to being granted acceptance. _ Recommendation P
o deferred h
NIB and IUP :
Recommendation |
granted accepted <

Figure 15. Annex 2.e: License for Integrated Plantation Business between Cultivation and Plantation Products Processing Industry



Annex 3. ISPO Mechanism

Company and Smallholder

Documents

Independent certification
body

Request to ISPO
commision for ISPO
certification

Document assessed by
ISPO commission

Document assessed by
ISPO commission

ISPO Certificate

Approval

Figure 16. Annex 3 : ISPO mechanism

ISPO commission
assessment team
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