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RESUME 
 

 

 
The policy of developing partnerships in oil palm plantations has succeeded in opening up access 

for smallholders to enter the oil palm plantation business. It is even able to create a revolution in 
smallholder oil palm plantations, where their share reaches 41 percent of the total area of national oil 
palm plantations. Not only that, the revolutionary development of smallholder oil palm plantations 
can also be seen from their growth rate of increase in palm oil production in the 1980-2000 period 
and in the 2000-2020 period can exceed the rate of increase in wheat or rice production during the 
green revolution in 1965-1985. 

The main actors who brought about the revolution in Indonesian smallholder oil palm 
plantations were independent smallholders with sel-funded and does not burden the government 
budget. The revolution in smallholder oil palm plantations is also lifted the lives of 2.5 million farmer's 
families or removed around 10 million people from rural poverty so that their welfare has also 
increased.  

However, behind the success of the revolutionary development of smallholder oil palm 
plantations, they still face various problems such as productivity below potential, legality issues, and 
sustainable governance. The solutions for these problems are the management of one area of 
smallholder oil palm plantations and the development of new partnerships, which these solutions must 
be an important agenda carried out by farmers, their associations, and the government to be 
implemented immediately. Therefore, it is hoped that this policy will bring smallholder oil palm 
plantations to a new revolution, namely high productivity and more sustainable governance. 
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INTRODUCTION 

Since 2006, Indonesia has become the 
world's largest producer of palm oil (CPO). 
Indonesia's CPO production share of total of 
global palm oil production in 2020 reaches 
58 percent. 

Behind the success story of Indonesian 
palm oil production, there is the 
contribution from farmers through 
smallholder oil palm plantations which is 
increasing rapidly and getting bigger so that 
it can be categorized as a revolution that is 
equivalent to the green revolution. The share 
of smallholder oil palm plantation area 
increased from only about 2 percent (1980) 
to 41 percent (2020). The total area of 
Indonesian oil palm plantations reaching 
16.3 million hectares and about 6.8 million 
hectares of which are smallholder oil palm 
plantations. 

Before 1980, oil palm plantation 
business actors in Indonesia were only 
limited to state-owned enterprises (BUMN 
PTPN) and private companies, farmers were 
considered unable to become one of the oil 
palm plantation actors. This is supported by 
the views of experts regarding farmers who 
are considered not to have the ability 
(financially, skillfully, technologically) to 
develop oil palm plantations. However, the 
views of these experts are wrong, 
considering that currently, smallholders are 
the actors who have the second-largest oil 
palm plantation area in Indonesia. Even their 
area is wider than the area of Malaysian 
palm oil plantations as the second-largest 
palm oil producer in the world. This shows 
that Indonesian smallholder oil palm 
plantations are the largest smallholder 
plantations in the world. 

The revolutionary development of 
smallholder oil palm plantations is very 
interesting to discuss. Therefore, this paper 
will discuss the issues of the development of 
smallholder oil palm plantations related to 
how and what are the factors driving their 
investment in oil palm plantations. In 
addition, it will also discuss the 
developments that are have occurred so that 
smallholder oil palm plantations experience 
revolutionary growth and the next 
development steps of Indonesian 

smallholder oil palm plantations in the 
future. 
 
 

FACTORS THAT ENCOURAGING 
PARTNERSHIP IN OIL PALM 

PLANTATIONS 

Commercial oil palm plantations in 
Indonesia have been developed since 1911 
and experienced ups and downs during the 
colonial period, the independence period, 
and the Orde Lama government. Before 
1980, oil palm plantations were only 
developed by private corporations and state-
owned corporations (PTPN). Because access 
and control of the capital, technology, 
management, and markets that are needed 
for the oil palm plantation business were 
generally not affordable for smallholders at 
that time. These limitations make it difficult 
for them to enter the oil palm plantation 
business. 

To overcome the limitations and to 
facilitate smallholders to enter the palm oil 
business at the same time, the Indonesian 
Government developed ecosystem 
innovations in the form of policies and 
institutions for cooperation between 
farmers and corporations called partnership 
institutions. One form of partnership is the 
Nucleus Estate and Smallholder (NES) 
model. The basic concept of NES is inspired 
by the biological cell model, namely the cell 
nucleus and cell plasma. In the biological cell 
system, the cell nucleus naturally enlarges 
its plasma so that in time the cell nucleus 
will divide to form a new biological cell (cell 
plasma-nucleus). 

In the NES pattern, state-owned 
plantations (BUMN PTPN) and private 
companies act as the nucleus, while the 
surrounding smallholders are plasma. The 
duties and responsibilities of the nucleus on 
their plasma are developing prospective 
plantations, preparing and developing the 
capacity of prospective plantations, guiding 
them in maintaining and managing the 
plantations, and accommodating their 
plantation products. Five series of policies 
that are consistently implemented and 
become the entry point for smallholders to 
become one of the actors of oil palm 
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plantations in Indonesia (Pamin, 1998; 
Badrun, 2010; Sipayung, 2012). 

First, the policy on credit facilities for 
Large National Private Plantations (LNPP), 
namely LNPP I (1977-1978), LNPP II (1981-
1986), and LNPP III (1986-1990) with the 
support policy of a low-cost credit system so 
that the large private plantations and state-
owned enterprises succeeded in not only 
rehabilitating existing plantations but also 
opening new plantations. 

Second, the NES Policy, both Special 
NES and Local NES began in 1980, where the 
program is a continuation of the NES project 
and starting from NES I to NES VII. In this 
PIR policy, state-owned plantation act as the 
nucleus, while plasma is the smallholders. 

Third, the NES Transmigration Policy 
(NES-Trans) in 1986. This policy is an 
improvement from the previous NES and is 
linked to the transmigration program. 

Fourth, the NES pattern policy with the 
Primary Member Cooperative Credit scheme 

(PIR-KKPA) in 1996 was implemented for 
communities around existing oil palm 
plantations. This PIR-KKPA policy is 
implemented and linked to the development 
of Plasma Cooperatives, where plantation 
companies act as a nucleus and smallholders 
who are members of the cooperative act as a 
plasma. 

Fifth, Plantation Revitalization 
Partnership Policy (Revit-Bun) in 2006. This 
policy is the government provides credit 
facilities linked to the development of 
bioenergy and plantation revitalization. 

The series of policy phases and 
implementation of the partnership creates 
the development of national oil palm 
plantations. These partnership policies are 
accepted by investors as an ecosystem that 
provides certainty for investment in oil palm 
plantations so that investment in oil palm 
plantations increases from year to year 
(Figure 1). 

 
Figure 1.  Five Phases of Partnership Policy and Development of Indonesian Oil Palm 

Plantation Area 
 

In the nucleus-plasma partnership in 
that five models, the number of plasma 
smallholders is not too large, which is only 
about 20 percent of the total smallholder oil 
palm area. However, the success of the 
Nucleus-Plasma in oil palm plantation has 
proven to have a high triggering effect, 
disseminate knowledge of oil palm technical 
culture to the surrounding community, and 
building market certainty for smallholder's 
FFB with the presence of Palm Oil Mills. 

The Nucleus-Plasma partnership 
pattern is also able to attract millions of 
smallholders in every region to enter the 
palm oil business, although not as plasma. 
These non-plasma oil palm farmers are then 
referred to as independent smallholders. 
They develop oil palm plantations on their 
initiative, self-financing, and learn from 
plasma smallholders around them or from 
smallholders who have succeeded in the 
past. In contrast to plasma, where the 
government determines the area of oil palm 
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plantation to be the same for each plasma 
participant which is 2 hectares per family, 
independent smallholders have an area of 
palm oil plantation that varies depending on 
their abilities from less than 2 hectares to 
more than 25 hectares. 

These independent smallholders are 
growing faster and wider. About 80 percent 
of the area of smallholder oil palm 
plantations is owned by them. These 
independent smallholders are driving the 
revolution of smallholder oil palm 
plantations in Indonesia.  
 
 

THE REVOLUTION OF SMALLHOLDER 
OIL PALM PLANTATIONS 

The NES pattern with various variations 
of its implementation can attract the entry of 
millions of smallholders to develop their oil 
palm plantations independently has brought 
quite a revolutionary change in the palm oil 
industry in Indonesia, especially smallholder 
plantations (Saragih, 2015, 2016, 2017; 
Sipayung, 2017). These changes can be said 
to be the same as the green revolution that 
has occurred in the global production of rice 
and wheat. 

Based on Palm Oil Statistics (Ministry of 
Agriculture, 2021), the area of Indonesian oil 
palm plantations increased from only about 
294 thousand hectares in 1980 to 4 million 
hectares in 2000 and continues to increase 
to 16.3 million hectares in 2020. During the 
same period, palm oil production also 
increased from 721 thousand tons (1980) to 
7 million tons (2000) and 49 million tons in 
2020. This means that in the first 20 years 
(1980-2000), palm oil production increased 
a thousand percent and then increased 700 
percent in the next 20 years (2000-2020). 

A more revolutionary development 
occurred in smallholder oil palm plantations, 
which increased from only 6 thousand 
hectares (1980) to 1.2 million hectares 
(2000) and 6.8 million hectares (2020). This 
means that in 40 years the area of 
smallholders' plantations has increased by 
almost 6.8 million hectares or about 170 
thousand hectares every year. Not only the 
area, but their palm oil production also 
experienced a revolutionary increase, from 
only about 770 tons (1980) to 1.9 million 
tons (2000), or an increase of 2400 percent 
during the first 20 years. Palm oil production 
from these smallholder oil palm plantations 
has increased again to 17.3 million in 2020, 
or an increase of about 900 percent in the 
second 20 years. 

The increase in this area of smallholder 
oil palm plantations has changed the map of 
national oil palm actors. In 1980, the share 
of smallholders was only 2 percent then 
increased to 28 percent in 2000 and 41 
percent in 2020 (Figure 2).  

Increasing palm oil production both 
nationally, especially at the level of 
smallholder plantations, is not only 
categorized as an ordinary revolutionary 
because its achievements exceed the 
achievements of the green revolution in the 
world. During the 20 years of the green 
revolution (1965-1980), the increase in rice 
production achieved was only 84 percent 
and wheat of 162 percent (Byerlee et al., 
2017). Meanwhile, the increase in palm oil 
production from smallholder plantations 
reached 2400 percent in the period 1979-
2000 and 900 percent in the period 2000-
2020. Isn’t the Indonesian smallholder oil 
palm plantations more revolutionary than 
the green revolution? 

 

 
 
 
 
 
 
 
 
 

Figure 2. The Development of Smallholder Oil Palm Plantations Shares in Total Oil Palm 
Plantations Area (Source; Ministry of Agriculture of the Republic of Indonesia, 2021) 
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The main actors who brought about the 
revolution in Indonesian smallholder oil 
palm plantations were independent 
smallholders. They develop their oil palm 
plantations by self-financing or utilizing 
private community investments or non-
facility investments. Thus, the sel-funded 
smallholder oil palm plantations revolution 
does not burden the government budget. 

The smallholder oil palm plantations 
revolution has also lifted at least 2.5 million 
farmer's families or 10 million rural poverty. 
Smallholders and their families have become 
upper-middle income communities in rural 
areas (PASPI, 2014). With an economy based 
on oil palm plantations, their children also 
able to enjoy higher education. 

Thus, the NES partnership policy and its 
variations that are issued by the Indonesian 
government, especially since 1980-1996 can 
be categorized as a successful policy and 
have a large triggering effect that created a 
smallholder oil palm plantation revolution 
and led Indonesia to become the largest 
palm oil producer in the world since 2006. 

After successfully reaching a 
revolutionary level, it is time for 
smallholders with their oil palm plantations 
to make other revolutionary achievements of 
higher quality. Various problems faced by 
them such as low productivity which is still 
far from its potential as an implication of the 
low quality of seeds and suboptimal 
technical culture (Sipayung, 2012&2018; 
Daemeter, 2015; Winroct International, 
2017), land legality issues, and 
unsustainable governance (Rist et al. ., 2010, 
INOBU, 2016; Nurfatriani et al., 2019; 
Bakthary et al., 2021).  

The management of one area of 
smallholder oil palm plantations and the 
development of new partnerships are 
urgently needed to solve their problems 
(PASPI, 2019). If the first-generation 
partnership model succeeds in creating a 
revolution in smallholder oil palm 
plantations, then the second-generation 
partnership pattern is expected to be able to 
bring them to a new revolution, namely high 
productivity, and more sustainable 
governance.  
 
 
 

CONCLUSION 

The policy of developing partnerships in 
oil palm plantations has succeeded in 
opening up access for smallholders to enter 
the oil palm plantation business. It is even 
able to create a revolution in smallholder oil 
palm plantations, where their growth rate of 
increase in palm oil production in the 1980-
2000 period and in the 2000-2020 period 
can exceed the rate of increase in wheat or 
rice production during the green revolution 
in 1965-1985. 

The revolution in smallholder oil palm 
plantations is also largely self-financing and 
does not burden the government budget. 
This also lifted the lives of 2.5 million 
farmer's families or removed around 10 
million people from rural poverty so that 
their welfare has also increased. However, 
behind the success of the revolutionary 
development of smallholder oil palm 
plantations, they still face various problems 
such as productivity below potential, legality 
issues, and sustainable governance. The 
solutions for these problems are the 
management of one area of smallholder oil 
palm plantations and the development of 
new partnerships, which these solutions 
must be an important agenda carried out by 
farmers, their associations, and the 
government in the future. 
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