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[Abstract]

Does Employment Generation at Indonesian Oil Palm
Plantations Benefit Local Populations?

Mariko URANO

Against the backdrop of rising agricultural commodity prices, there are increasing multi-
national large-scale investments in the farmland of developing countries. Employment
opportunities in commodity production are often mentioned as the major benefit that local
populations will enjoy. Delving into the case of Indonesia’s palm oil plantations, this paper
questions whether the employment opportunities generated by large—scale agricultural
development will ameliorate the poverty of local populations. Indonesia’s palm oil plantations
can be largely divided into two categories: large-scale state and privately-owned plantations,
and smallholder plantations. Major labor forces at large-scale plantations are not local
farmers, but emigrants who are bonded by debt so that they are obliged to endure harsh
working conditions. By contrast, smallholders who started oil palm plantations in the 1980 s
via state-supported programs have become fairly well-off, taking advantage of high
commodity prices of oil palm. However, state programs that assist smallholders have faded
away in the neo-liberal economic trend, and local farmers who wish to start oil palm
plantations are experiencing problems finding the necessary money, technology and training.
This investigation reveals that large-scale plantation investment will not benefit local
populations. But the Indonesian government could both ameliorate local poverty and
increase palm oil exports by assisting small farmers to own successful small-scale oil palm

plantations.

Key words: Indonesia, Oil Palm Plantation, Employment
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