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Ringkasan

Laporan ini merupakan laporan tahap pertama dari proyek jangka pendek yang

dilaksanakan oleh ahli Natural Resources Economist. Penelitian ini berlangsung selama

bulan Desember 2004. Tugas utama ahli ini adalah:

(i) mengkaji sarana perencanaan di bidang ekonomi yang tengah dijalankan di

tingkat provinsi dan kabupaten, yang berhubungan dengan penggunaan lahan

dan sumber daya alami; dan

(ii) Merumuskan serta mengusulkan adanya perbaikan yang berhubungan sarana

yang tersedia saat ini. Juga sistem penilaian/ kuantifikasi ekonomis dari

dampak-dampak lingkungan hidup, ekonomi, sosial, dan budaya akibat

penggunaan lahan dan sumber daya alam.

Tenaga ahli pertama kali ditugaskan untuk menginvestigasi tentang tradisi perencanaan

dan sarana perencanaan yang dibuat oleh Badan Perencanaan Daerah atau Bappeda

Provinsi, terutama sekali aplikasi perencanaan penggunaan lahan yang berkaitan dengan

pemanfaatan potensi pengembangan lahan gambut, yang banyak tersebar di sekitar

provinsi Sumatera Selatan. Dari sini terlihat bahwa adanya perencanaan pengembangan

lahan gambut merupakan hal yang sangat mendesak pada beberapa kabupaten tertentu di

provinsi tersebut, yaitu kabupaten OKI dan Muba. Saat ini, kabupaten OKI tengah

mempertimbangkan untuk menyewakan lahan gambut tersebut untuk dijadikan lahan

perkebunan, seperti kelapa sawit, karet, dll, dan juga untuk dijadikan hutan tanaman

industri / HTI. Kontak yang dilakukan dengan kantor Bappeda tingkat Kabupaten

semakin meyakinkan betapa mendesaknya perencanaan penggunaan lahan gambut secara

lebih layak.

Kantor SSFFMP mendukung keinginan Bappeda OKI dengan senang hati dan setuju

untuk membiayai penelitian. Studi ini juga mencakup adanya pelatihan teknik

perencanaan yang ekonomis bagi staf Bappeda OKI. Lewat pelatihan ini pula akan

dihasilkan rencana di tingkat kabupaten untuk jangka pendek dan menengah. Tujuan

utama perencanaan-perencanaan ini adalah untuk menyusun sebuah perencanaan

terintegrasi, yang meliputi adanya hubungan lintas sektoral, penggunaan sumber daya



alam dan manusia secara optimal, dan penerapan perencanaan penggunaan lahan secara

layak dengan cara mengembangkan lahan gambut yang sampai saat ini masih minim

penggunaannya. Pilihan utama perencanaan terdiri dari pertukaran antara laju ekonomi

dan perkembangan sosial, penurunan angka kemiskinan melalui tingkat ketersediaan

lapangan kerja yang bersinambung, dan penyediaan kebutuhan dasar untuk masyarakat

rural (kesehatan, pendidikan, penyediaan air minum yang sehat, dan penyediaan fasilitas

perumahan jika memungkinkan). Karena pentingnya penelitian ini, Bappeda OKI

memohon bantuan dua tim perencanaan dari Universitas Sriwijaya dan Sekolah Tinggi

Ilmu Ekonomi Musi. Natural Resources Economist akan memberikan kontribusi kepada

tim-tim perencana berupa hasil formulasi ekonomi dan pengukuran sosial, yang nantinya

akan digunakan oleh pemerintah OKI. Hasil lainnya berupa proyek-proyek

pengembangan potensi, untuk mencari dana, baik yang berasal dari badan-badan

pendonor, dana dari pemerintah pusat maupun provinsi, serta dari modal swasta. Dua tim

perencana tersebut saat ini sedang berusaha memaparkan situasi ekonomi dan sosial yang

tengah terjadi, yang mendesak adanya perkembangan ekonomi. Selain itu, kedua tim juga

berusaha memperkirakan tingkat kebutuhan modal yang bisa memicu laju sumber

potensial dan perkembangan sosial yang seimbang.

Proyek yang dilaksanakan oleh SSFFMP ini pada nantinya akan mendapatkan hasil

positif dari penelitian ini. Hasil itu berhubungan dengan penggunaan lahan gambut yang

layak, menurunnya angka kemiskinan, dan seimbangnya perkembangan sosial di tingkat

kabupaten. Sebagaimana yang telah dibuktikan oleh penyidik, salah satu dari berbagai

penyebab utama terjadinya berbagai kebakaran di hutan dipengaruhi oleh aspek

kemiskinan, yang berhubungan dengan laju populasi masyarakat.



SUMMARY

The present report is the first terminal mission report of the short-term expert Natural
Resources Economist, executed during the month of December 2004. The main tasks of
the expert were:

(i) to evaluate existing economic planning capacity at province and district level
with regard to land and natural resources use and

(ii) Define and propose improvements with regard to the present capacity and
systems of economic valuation / quantification of environmental, economic,
social and cultural impacts of land and natural resources use.

The expert was first assigned to investigate the planning tradition and planning capacity
of the Provincial Planning Agency i.e. Bappeda Propinsi. Especially of great interest is
the application of land-use planning in utilizing the development potentials of peat soils,
which is available in abundance all over the South Sumatra Province. It seems
afterwards that planning of peat soils development is of great urgency in certain Districts/
Kabupatens of the Province namely in the Kabupatens of OKI and Muba. At present, the
Kabupaten of OKI is considering to lease out the peat land for several alternative
cultivations of tree crops such as palm-oil, rubber, etc but also of industrial forest
plantation /HTI. Contact with the Kabupaten Bappeda office confirms the urgency for a
proper land-use planning of the peat soil area.

The SSFFMP office supports the request from the Bappeda OKI favorably and agreed to
finance the study, which include training of the Bappeda OKI staff in economic planning
techniques, at the same time aiming at producing the Kabupaten short term and medium
term plans. The main objectives of the plans are to make an integrated plan taking into
consideration the inter-sectoral relationship, optimal use of the available natural and
human resources and applying proper land use planning utilizing the opportunity of
developing the peat land which is currently still underused. The main planning option
consist of a trade-off between economic growth and social development, reduction of
poverty through increasing sustainable employment opportunities and the provision of
basic needs to the rural population (health, education, provision of safe drinking water
and possibly provision of housing). Due to the importance of the study, the Bappeda OKI
called on the services of two planning teams from the Sriwijaya University and the
Management School of Economics Musi. The Natural Resources Economist will
contribute to the planning teams output in formulating economic and social measures to
be implemented by the OKI Government and in the formulating potential development
projects in search for financing from donor agencies, Central and Provincial Government
funding and from private capital. The two planning teams are currently underway in
describing the present economic and social situation, constraints to economic
development and calculating the capital requirements for achieving sustainable
development taking into account growth potentials and a balanced social development.
The SSFFMP project will benefit from the study in terms of proper land-use of peat soil,
reduction in poverty and a balanced social development of the Kabupaten. As already
proven by investigators that one of the main causes of forest fires is the poverty aspect
of the population.
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MISSION REPORT NATURAL RESOURCES ECONOMIST –
PERIOD 28/11/2004-31/12/2004 and 26/1/2005-28/1/2005

1. INTRODUCTION

A comprehensive economic assessment of sustainable land and natural resource
development options is one of the necessary justifications of any regional development
plan. Miscalculations, working with unreliable or incomplete data, over-simplifications,
and underestimations of long-term effects or unrecognized opportunities can all have
negative implications for the regional society in the long run.

The economic assessment of needed changes in land-use patterns and technology to
reduce the negative impacts caused by fires and other damaging phenomena (e.g.
floods), while improving the sustainability of communities’ livelihoods and regional
development, are parts of these efforts.

One of the main causes of forest fires is the poverty aspect of the population. Proper
land management by the users is detrimental in preventing the occurrences forest fires.
Therefore, attempts should be made to increase the income level of the poverty groups.
Community participation in preventing forest fires could only be achieved through
awareness rising and sustainable income generation mainly from farming activities.
Indirectly, soil conservation of peat soils by preventing farming on peat soils of certain
depth is indispensable and by law forbidden.

2. ToR OF THE SHORT-TERM SPECIALIST

MAIN TASKS:
The international short-term expert will have the following tasks:

 Assess the economic component of existing regional development plans with
regard to land and natural resources use.

 Evaluate existing economic planning capacity at province and district level with
regard to land and natural resources use.

 Demonstrate unexplored potentials and pitfalls with regard to land and natural
resources use in the context of regional economic development

 Define and propose improvements with regard to the present capacity and
systems of economic valuation / quantification of environmental, economic, social
and cultural impacts of land and natural resources use.

 Work together with the project’s provincial and district stakeholders.

 Produce Reports, Guidelines and Documentations as described under Results &
Outputs

 Present the Consultancy’s Result to stakeholders / counterparts, in coordination
with SSFFMP staff
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 Collaborate with SSFFMP TA staff, other SSFFMP consultants, and counterparts
to achieve efficient team-work

RESULTS & OUTPUTS OF THE ASSIGNMENT
 Produce a Final Report in English
 Produce a summary of the Final Report in Bahasa Indonesia
 Presentation of Approach & Results in MS Powerpoint

3. THE PRESENT CAPACITY OF THE EXISTING ECONOMIC PLANNING
CAPACITY AT PROVINCE AND DISTRICT LEVEL WITH REGARD TO LAND
AND NATURAL RESOURCES USE.

At present, the Bappeda Kabupaten Ogan Komering Ilir (OKI) is still developing
its capacities in performing their “planning” tasks for the entire Kabupaten after
completion of the process of decentralization, in which the financial “autonomy”
of the kabupaten is emphasized.

Planning exercises is being done mainly for the available revenues of the
Kabupaten i.e. the APBD budget. As the tasks assigned to the Bappeda
Kabupaten is relatively new, planning staff are rather inexperienced and requires
support from outside sources. In the past, planning was exercised in a top down
manner, from the Provincial to the Kabupaten level.

Most of the planning staffs assigned to the short-term expert are university
graduates but lack the experiences in “do it themselves”. Most of the studies in
the past were carried out by outside consultants, by University researchers or by
the Provincial Bappeda. Upgrading of planning skills are definitely required,
perhaps through intensive on-the-job training, by way of conducting joint
exercises to design strategies and policies, annual plans, sectoral studies, and
economic evaluation of development projects.

In the past (1993), a General Spatial Plan was produced, showing the spatial
locations of human resources, sectoral locations, landuse of urban and rural
entities including use of land for forestry, agricultural and estate purposes,
mining, roads and the location of other natural resources available to the
Kabupaten. The said Spatial Plan is rather comprehensive but its effective use by
the Bappeda Kabupaten is unclear. The intension is to use spatial land-use data
in its dynamic form for planning purposes, as aide for improved plan making.

4. THE QUALITY OF ANNUAL AND MEDIUM TERM PLANS PRODUCED.

In the recent past, several Plans are produced by the Bappeda Kabupaten office,
varying from strategic-policy based regional plans, social development plans,
annual and medium-term plans, etc. There are also annual publications of basic
information of the Kabupaten including the present state of development of
various sectors, economic as well as social sectors and the Human
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resources/Demographic situation. (Kabupaten OKI Dalam Angka, various years).
The purpose of these annual statistical reports is to function as basic information
to conduct planning exercises. However, the Regional Development Plans so far
made are missing analysis of problems and constraints to development, lack
background information of projections of sectoral production, unavailability of
policies and strategies to alleviate/reduced constraints. Especially pro-poor
based policies and strategies are missing. It also lacks the implement the spatial
based planning approach in which the dynamics of land-use could be used as
instrument to perform planning in the future.

The existing annual Plans also do not contain a list of potential development
projects, which could be implemented pending the financing possibilities from
local, regional/ provincial, central and foreign sources.

5. ASSESSMENT OF THE ECONOMIC VALUATION OF LAND AND NATURAL
RESOURCES USE WITHIN THE EXISTING REGIONAL DEVELOPMENT
PLANS.

The existing Regional Development Plans can be distinguished between the annual
plans and the medium and long-term plans. The annual plans are derived as a result of
a bottom-up approach from the village level till the Kabupaten level. It represents views
on basic needs requirements collected from the village level through village council
meetings, forwarded to and assembled at the Kecamatan level and finally assembled at
the Kabupaten level. This planning process is guided by the Kabupaten planning
authorities comprising of line agencies, Bappeda and by the Bupati himself. Usually the
annual plans represent emergency projects mainly comprising of infrastructural projects
such as rehabilitation of damaged road, bridges, schools, health clinics, etc. There is no
clear attempt to exercise planning through development of land and natural resources.
This is understandable as the Kabupaten OKI does not have valuable resources such as
oil and other mining resources. The most important resource which OKI ever had was
forest resources, but these resources have been depleted so far. The resource left over
is the vast land area previously under forest and at present idle and unused, consisting
mainly of low fertile peat soils, covered by swamp during most of the rainy season.
Other unexploited resources are the marine resources comprising of marine and
brackish water fisheries, sea transportation, etc.

It is advisable to change the planning orientation towards optimal planning of scarce
capital, land and natural resources. Change in planning orientation requires training in
comprehensive and integrated planning. There are indeed still many unexplored
potentials which need to be properly studied and planned.

6 METHODOLOGY AND APPROACH OF PROJECT EVALUATION

The methodology and approach of project evaluation could well be used in
performing planning in Bappeda OKI. Nevertheless, knowledge of the
methodology of Project evaluation is available among planning staff, albeit that it
is not intensively used so far. The reason is that development projects are
designed based on the disposable resources from APBD revenues, where the
need for a comprehensive project evaluation study is not required. There is a
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strong need to use project evaluation methodology for any new development
project. Moreover, project Evaluation should not be interpreted as only
presenting the Benefit Cost Ratio. It should be expanded to contain more
evaluation criteria such as the EIRR and FIRR (Economic and Financial Internal
Rate of Return), sensitivity analysis, impact analysis, risk analysis, etc as used
by the ADB and the World Bank.

In the light of the future development programming for the Kabupaten involving
request for funding from outside resources (Provincial and Central Government
funds, International financing agencies, domestic resources from private sources,
including banks), it is advisable to formulate and review the potentials of new
development projects using the project evaluation methodology. This applies to
projects to stimulate existing and new growth sectors.

7. POPULATION, MIGRATION AND LABOUR FORCE

Most of the Kabupaten statistical information contains demographic figures. The
Population Censuses are conducted once in ten years. Besides, regular social
and socio-economic surveys are being conducted based on households as
statistical unit. However, data and analysis of population migration, its destination
and origin (intra and inter-kabupatens and provinces), permanent and seasonal
migration are not available. The Kabupaten BPS (Buro of Statistics) has a good
overview of the availability of various information from different surveys done in
the past, and this Agency will be able to perform data crossing from the different
sources.

8. POVERTY ANALYSIS

Various social and socio-economic surveys have collected information on
poverty. In addition, various analysis has been made on the poor. However, most
of the data collections are based on standard indicators used nation wide such
as the calorie intake, housing conditions and human development index. There is
no real view of the causes of poverty in the context of the Kabupaten. Profile of
the poor is not known. A thorough analysis of poverty incidence and its causes is
required to be able to design policies to reduce and alleviate poverty. BPS
Kabupaten OKI could assist in performing data crossing from various surveys.

The concept of well-being and poverty

There are many different definitions and concepts of poverty and well-being. For
example, we can think of one’s well-being as the command over commodities in
general; people are better off if they have a greater command over resources.
Alternatively, we can think of the ability to obtain a specific type of consumption
good (e.g. food, housing). People who lack the “capability” to function in society
might have lower well-being or be more vulnerable to income and weather
shocks. Thus, poverty means either lack of command over commodities in
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general (i.e., a severe restriction of the choice for a specific type of consumption
(e.g., too little food energy intake) deemed essential to constitute a reasonable
standard of living in a society, or lack of "ability" to function in a society.

This course focuses on what is typically referred to as poverty, namely whether
households or individuals have enough resources or abilities to meet their needs.
This aspect is based on the comparison of individuals' income, consumption,
education or other attributes with some defined threshold below which they are
considered as being poor in that attribute. Poverty is a deprivation of essential
assets and opportunities to which every human being is entitled. Thus, clearly,
one can think of poverty from a non-monetary perspective. Although widely used,
monetary poverty is not the exclusive paradigm for poverty measurement and
non-monetary dimensions of poverty are useful in assessing poverty
components, particularly for case study research.

Poverty is also associated with insufficient outcomes with respect to health and
nutrition, to deficient social relations, to insecurity, and to low self-confidence and
powerlessness. In some cases, it is feasible to apply the tools that have been
developed for monetary poverty measurement to non-monetary indicators of
well-being. A few examples of dimensions of wellbeing for which the techniques
could be used include:

- Health and nutrition poverty:

The health status of household members can be taken as an important indicator
of well-being. One could focus on the nutritional status of children as a measure
of outcome, as well as on the incidence of specific diseases (diarrhea, malaria,
respiratory diseases), or life expectancy for different groups within the population.

- Education poverty:

In the field of education, one could use the level of literacy as the defining
characteristic, and some level judged as the threshold for illiteracy as the
“poverty line”. Another alternative consists in comparing the number of years of
education completed to the expected number of years of education that should
be in principle completed. There are certainly other concepts of well-being
beyond poverty, both measured through monetary concepts and non-monetary
dimensions. Consider inequality. Inequality focuses on the distribution of
attributes, such as income or consumption, across the population. This is based
on the premise that the relative position of individual of households in society is
an important aspect of their welfare. In addition, the overall level of inequality in a
country, region or population group, in terms of monetary and non-monetary
dimensions, is also an important summary indicator of the level of welfare in that
group. Another notion of well-being is vulnerability. This is defined as the
probability or risk today of being in poverty, or falling deeper in to poverty, in the
future. Vulnerability is a key dimension of well-being since it affects individuals’
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behavior (in terms of investment, production patterns, and coping strategies) and
the perceptions of their own situations.

According to the World Bank, “poverty is pronounced deprivation in well-being”,
where well-being can be measured by an individual’s possession of income,
health, nutrition, education, assets, housing, and certain rights in a society such
as freedom of speech. In addition, poverty is a lack of opportunities,
powerlessness, and vulnerability. Poverty is truly a multidimensional
phenomenon in such a setting and requires multi-dimensional policy and
program interventions in order to improve the well-being of individuals and,
hence, make them free from poverty.

For example, economic growth is crucial to the creation of opportunities.
However, growth is not enough; the poor and the vulnerable may not be able to
benefit from growth, because they lack health, or skills, or access to basic
infrastructure. Empowerment is crucial for the poor to take advantage of
opportunities created by growth. What do we mean by empowerment?
Empowerment means increasing the capacity of poor people to affect the
decisions that have a bearing on their lives, by investing in them and by removing
barriers that they face to engaging in political, social and economic activities.
Again, growth and empowerment may not be enough for a large number of poor
in a society. There may be a lot of people who are vulnerable to risks such as
illness and injury, economic downturns, and natural disasters, which limit their
opportunities as well as capabilities to avail of these opportunities created by
growth. Consequently, these people are forced to choose low-risk, low-return
activities, and cause them to loose productive assets and be set back further into
poverty. Thus, public safety net mechanisms should be there to reduce the
impact of such shocks on the poor and help the poor manage the consequences
of these shocks.

Although the concepts, measures and analytical tools can be applied to
numerous dimensions of well-being, such as income, consumption, health,
education, asset ownership, and vulnerability, the present investigation focuses
primarily on the basic needs and consumption dimension and only casually refers
to the other dimensions of poverty.

9. EMPLOYMENT, UNEMPLOYMENT AND QUALITY OF HUMAN
RESOURCES

Another important information lacking is the state of quality of the Kabupaten
labour force. This includes the profile of the unemployed and under-employed,
disguised unemployment, etc. Data collection based on information available
from the Department of Labour is required. A small survey to support existing
data is recommended to be conducted in urban and rural areas of the
Kabupaten. These information are required to be able to make a thorough
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analysis of the strength and weaknesses of the Kabupaten labour force.
Recommendations for additional training efforts of the unemployed labor force
especially the unemployed youth could then be made.

10. DEVELOPMENT OF THE SOCIAL SECTORS

The development of the social sectors of the Kabupaten OKI is definitely
required. Social sectors comprise of the Education sector, the Health sector,
Housing and access to safe water. In this era of development, every citizen of the
Kabupaten OKI is eligible for participation and share in benefits from the social
sectors. Approach to development of these sectors could use the Basic Needs
Approach. The Kabupaten OKI should as much as possible concentrate its
available resources for development and upgrading of the social sectors. Many
Kecamatans and desas of OKI are lacking behind in development of their social
sectors, especially those kecamatans, which are isolated, without connection
with the rural road network and lack of infrastructure. Many schools are
decreasing in their quality of provision of education services, lack of qualified
teachers, depleted infrastructure and less suitable curriculum for local needs.
Proper spatial planning could aide the planning of development of the social
sectors of Kabupaten OKI.

It is recommended that the internal Kabupaten revenues should as much as
possible reserved for the development of the social sectors.

11. AGRICULTURE, TREE CROP ESTATES AND FORESTRY SECTORS

Agricultural development of the Kabupaten OKI is relatively slow due to the
physical structure of soil and the dominance of swamps and peat soils. Lack of
proper drainage system also exists. Agriculture is practice on a traditional
manner. Lack in Government support to the agricultural sector is also valid. The
extension services are not operational. The constraints imposing the agricultural
development of the Kabupaten should be analyzed and recommendations
defined. Almost 70% of the Kabupaten’s households are depending for their
living and income from agriculture. Analysis of the present state of income from
farming of farm households is definitely required. It is clear that traditional farm
households and marine fishery households comprise the majority of the poverty
group.

The existing estates are owned by companies who got concessions for land use
from the Government. Usually the existing estates are using small farmers as
producers of their raw materials (oil palm and rubber estates). It should be
investigated what the company financial structure is and what the state of
financial relationship is with the farmers. It is also important to investigate what
the minimum investments, structure of assets and area requirements are for the
future estates to be given concessions in the future on unused swamp / peat land
in the Kabupaten. HTI is often mentioned as new type of estate to be developed
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in the Kabupaten. However, operation of HTI have less beneficial impact on
income of the local household as it requires small amount of labor. Comparisons
of different types of estates in generating benefits in terms of employment and
income for rural households are required. A proper surveys to collect information
among different types of estate companies should be conducted.

12. URBAN DEVELOPMENT AND TOURISM DEVELOPMENT

The development potentials of the urban economies within the Kabupaten OKI
should be investigated, especially in its function as market outlet for rural
produce. The importance of improved rural road network is herewith highlighted.
Especially, the potentials for development and beneficial impacts due to recently
opening of the eastern highway connecting several provinces and Java should
be explored. Attracting Agro-based industries in the kecamaten cities and the
kabupaten capital should be explored having direct access to the provincial and
kabupaten road network should be explored. Priority to attract labour intensive
industries should be pursued.

Another potential, although still in a very early stage of development, which
should be explored is the potentials for domestic or local tourism and leisure
development. Agro-forestry tourism based on tourist coming from Palembang
inhabitants could be explored.

13. NEW DEVELOPMENT PROJECTS AND THE ESTABLISHMENT OF
PROJECT PORTOFOLIOS

The entire planning effort of the Bappeda Kabupaten OKI should finally produce
recommendations for policies, strategies of the various sectors described above.
A list of potential development projects including their economic and financial
feasibility analysis and impacts on the income of households of the Kabupaten
should be established and will form an important instrument in the search for
development financing. This so-called project portfolio could be presented in
different investment market fairs in which potential investors and the Bapedda
will meet. The projects should be proven economically and financially feasible,
technically viable and environmentally friendly or neutral. Impact analysis should
show that the project will have a considerable impact on income, employment
and well-being of the population.

14. PLANNING METHODS TO BE USED; SPATIAL PLANNING AND THE
ATTRACTION MODEL

Different methods could be applied in performing planning in the Kabupaten OKI.
Due to lack in availability of data (e.g. Gross Regional Income, Value added,
export-imports of kabupaten OKI), the best method to be use will be “sector
analysis” of the most dominant sectors (agriculture, fisheries, livestock, estates,
forestry, etc). Another method to be applied is the spatial planning and land-
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use planning, especially when it concerns expansion of economic activities on
presently unused land or when changes in land-use is expected. Finally, the
Attraction model approach could be applied to the development of the Social
Sectors (education, health, drinking water, urban sectors, and industries). For
infrastructure development and the development of (new) growth sectors such as
sanitation and wastewater development, irrigation, roads and harbors, the
method of project evaluation should be applied.

15. PROPOSAL FOR COOPERATION BETWEEN BAPPEDA KABUPATEN
OKI AND THE SSFFMP

It is proposed that a cooperation (project) in regional economic planning should
be pursued. The cooperation will be in the form of detachment of the Natural
Resources Economist and a team from the University of Sriwijaya. The
composition of the Team will comprise of a regional planning economist, agro-
economist, poverty alleviation specialist and an infrastructure specialist cum
project evaluation economist.

The main objective of the cooperation is to improve/increase the planning
capacity of the Bappeda planning staff through on-the-job training in jointly
producing a viable regional plan of the Kabupaten OKI.

The main objective of the plans should be to reduce poverty and induce selective
economic growth, which will improve the well-being of the population of OKI and
redistribute income.

The rational behind the cooperation is that, although the planning capacity of the
Bappeda staff is available, it lacks knowledge in application of different planning
methods. The intension is to produce a regional plan, which could be
implemented as from the fiscal year 2006. The period of the cooperation is
foreseen to be 3-4 months.

The final output of the plans should at least contain a viable land-use and spatial
destination plan taking into consideration the availability in large quantity of
environmentally sensitive peat lands, which requires conservation and pre-
selection of economic activities in exploiting these lands.

WORK PLAN

Tasks for the UNSRI Team:

THE PRESENT STATE OF DEVELOPMENT

- Elaborate the methodology of regional planning so far used, including the
application of sector analysis, spatial planning, land-use planning, and the



10

project evaluation techniques in various planning parts of the existing
regional plans of OKI;

- Describe, evaluate and analyze the past trends and structure of Gross
Regional Product (GRP), and analyze the present structure of GRP of
OKI. Analyze the interdependence of the Kabupaten GRP with other
kabupaten within the province of South Sumatra, and with other provinces
e.g. Lampung through market links ;

- Describe, analyze and evaluate the past dynamics and present structure
of the Population of OKI including migration (in/out), inter and Intra
kabupatens and provinces, transmigration, etc.; Indicate reasons for
permanent and seasonal out-migration and describe the profile of
migrants.

- Describe, analyze and evaluate the past and present structure and quality
of the labor force, the employment structure, and size and nature of the
unemployed, especially the unemployed youth;

- Analyze the present state and quality of the social sectors and social
infrastructure in geographical terms (Kecamatan wise). Social sectors
comprise of health, education, housing and access to drinking water
(Basic needs approach). Analyze the quality of the social services
provided, and causes for depletion and backwardness of certain
geographical regions within the Kabupaten of OKI.

- Describe, analyze and evaluate past trends and the present structure of
the agricultural sector, including fisheries (river, brackish water and marine
fisheries). Use constraint analysis and indicate potentials for future
development, if necessary use the SWOT analysis.

- Describe, analyze and evaluate past trends and the present state of the
forestry sector;

- Describe, analyze and evaluate the present state of urban development
(Kecamatan capitals and Kabupaten capital city), its importance as market
outlet for rural areas, and potentials for future development of urban
centers taking into account the increase in intensity of the eastern inter-
provincial highway;

- Analyze the availability of urban and rural infrastructure in the Kabupaten
of OKI (irrigation schemes, roads and bridges, canals, etc).

- Describe the potentials of Tourism development in the Kabupaten of OKI
(attractions for leisure tourism, daytrips, etc) and suggests market
segments to be attracted;
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- Conduct necessary sample surveys in cases of lack of information and
data

- Conduct necessary interviews with stakeholders within the Kabupaten.

- Provide mapping of the population clusters and location of dominant
economic activities. Indicate economic zoning and location of potential
growth poles on the map and conditions for growth poles to be stimulated;

- Provide mapping of the present landuse and possible future destination
plans. Provide reasons for destination plans and future landuse;

THE FUTURE DEVELOPMENT

- Provide alternatives development options and landuse destination for the
east- south eastern section of the Kabupaten OKI in which peat soils are
dominating. Include calculations proving optimal financial feasibility and
social impacts of each option.

- Provide development requirements and costs to integrate the entire
eastern seashore belt.

- Provide list of new potential development projects, including preliminary
cost estimates and prove the economic feasibility, technical viability and
environmentally friendly nature of the projects; Provide possible positive
and negative impacts on the regional economy, income and welfare of the
population and households, indicate possible sources of financing;

- Make a preliminary impact analysis on the GRP of the Kabupaten OKI in
terms of potential growth, income of households and size of income
redistribution and impacts on poverty reduction and alleviation, in case the
projects will be implemented.

Activities for the UNSRI Team:

Month1 Month2 Month3
Mobilization and
data collection X
Conducting
additional sample
surveys, interviews
with stakeholders

X

Sectoral analysis,
mapping and initial
writing of report

X

Projections and
impact analysis,
interface with
various X X
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Month1 Month2 Month3
departmental
planning units &
stakeholders
Training of
counterparts in
certain subjects

X X X

Presentation of
results in
workshops

X

16. PROPOSAL FOR STUDY ON TREE CROP ESTATES DEVELOPMENT IN THE
KABUPATEN OF OKI – STIE MUSI (Palembang)

BACKGROUND

A comprehensive economic assessment of sustainable land and natural resource
development options is one of the necessary justifications of any regional development
plan. Miscalculations, working with unreliable or incomplete data, over-simplifications,
and underestimations of long-term effects or unrecognized opportunities can all have
negative implications for the regional society in the long run.

The economic assessment of needed changes in land-use patterns and technology to
reduce the negative impacts caused by fires and other damaging phenomena (e.g.
floods), while improving the sustainability of communities’ livelihoods and regional
development, and is part of this effort.

One of the main causes of forest fires is the poverty aspect of the population. Proper
land management by the users is detrimental in preventing the occurrences forest fires.
Therefore, attempts should be made to increase the income level of the poor groups.
Community participation in preventing forest fires could only be achieved through
awareness rising and sustainable income generation mainly from farming activities.
Indirectly, soil conservation of peat soils by preventing farming on peat soils of certain
depth is indispensable and by law forbidden.

At present, the Kabupaten’s forest area is almost depleted. The forest areas left over are
mainly reserved and categorized as “Protected Forest”. The areas previously under
forest are now available for other use. The Government of the Kabupaten OKI is
anticipating providing concessionaire rights for the use of land in the eastern and
southeastern part of the Kabupaten. It should be noted that the area mentioned above
comprise for the majority of peat soil. Most probably, the area will be reserved for tree
crop estate development, HTI and/or agricultural development. To be able to assist the
Government in its decision on the type of land use and economic activity to be given
concession on, an investigation on the most optimal economic activity should be
endeavored. A thorough study on the impact on the regional economy and on the
income, employment and welfare of the population is required.

Another important aspect is the estate development on peat soil. Investigation into the
amount of peat soils available within certain depth class are currently under survey. The
amount of peat soil in depth class falling within a certain concessionaire boundary is to
be pursued. If it appears that, the amounts of deep peat soils are available in large
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amount, ways should be found to find additional land. It is therefore important to
determine the minimum size of the net area a certain type of estate to operate on a
financial viable way.

RATIONALE FOR THE STUDY ON TREE CROP ESTATES DEVELOPMENT

The existing estates are in majority owned by private companies who got
concessionary rights in the use of land owned by the Government. Many of the
existing estates are using small farmers as producers of their raw materials (oil
palm and rubber estates). It should be investigated what the company financial
structure is and what the financial relationship is with the supporting farmers. It is
also important to investigate what the minimum investment requirements is, the
structure of assets and minimum area requirements are for the future estates to
operate on a financially viable manner. The majority of lands to be given
concession in the future are at present located on unused swamp land. Oil palm
and HTI type of estates are often mentioned as potential estates to be developed
within the Kabupaten. Comparisons of different types of estates in generating
benefits in terms of employment and income for rural households are required.
Proper surveys to collect information among different types of estate companies
should be conducted.

TASKS AND EXPECTED OUTPUTS

- To make a survey among all types of estates which may have growth
potentials in the Kabupaten of OKI;.

- Make a thorough study on the estate company internal financial
structure, including analysis of the balance sheets, profit and loss
statements, sub-contracting arrangements with supporting farmers.
This include estates which are not yet existing within the kabupaten
and/or province;

- Make a market prospective study of all types of potential produce of
the estates including agro-processing potentials and export outside the
Kabupaten /province.

- Recommend on the best type of estate to be given concession in the
future including minimum size of invested capital, assets requirement
and conditions of sub-contracting arrangements with supporting
farmers.

- Provide training to planning staff of Bappeda Kabupaten OKI
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17. DEBRIEFING REPORT - By the Natural Resources Economist SSFFMP

Date: 26-1-2005

POINTS FOR DISCUSSION

The present report is meant as a debriefing note of the first Mission of the
Economist conducted in Palembang in December 2004 and in January 2005.

During the last general meeting in Kayu Agung, OKI, in 25 January 2005, the
following aspects have been discussed:

1. Current planning practices and proposed future planning exercise for
Bappeda OKI;
2. Emphasis of the study on economic and socio-economic planning in OKI

mainly in the eastern part of OKI - to be executed by UNSRI team;
3. Incorporation of medium-term and long-term policy measures in the study - to

be executed by UNSRI team;
4. Financing the development of social sectors to be taken care mainly from

Kabupaten finances (APBD);
5. Emphasis of the study on development of tree crop estates and HTI on peat

soil in the eastern part of OKI mainly on the share of local population in the
said development, PAD revenues, diversification of produce and most
importantly environmental balance - to be executed by STIE Musi team.

EXPLANATION

POINT 1:

It was explained by the Director of Bappeda OKI that Bappeda is not practicing
planning exercise in the traditional manner. Planning is being done on an ad-hoc
basis depending on the availability of investment funds from Provincial and
Central Government. Moreover, OKI is lacking instruments and funds to exercise
effective regional and sectoral planning. In the past, development is following
private investment initiative mainly in the forestry sector and marine fisheries.
The planning exercise done up till today is “bottom up planning”, from the village
level up to the kabupaten level, following guideline and instructions given by the
Provincial and Central Government. However, it was always impossible to fulfill
the development needs of the entire kabupaten due to lack of resources, leading
to production of plans without effective results. It is suggested that the current
studies executed by the UNSRI and STIE teams will result in the design of
proposals for implementation of viable development projects, probably
concentrated on the peat soils area in the eastern side of the Kabupaten OKI.
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Although the study will concentrate on the eastern region of the Kabupaten OKI,
an analysis of the economy of the entire Kabupaten needs to be done to get a
comprehensive overview of the entire Kabupaten economy confirm Section 15.
It was suggested by the UNSRI team to delete the part of the ToR of the UNSRI
team in which, description of the current planning exercise of Bappeda was
requested. However, a short description of the state of planning by the Bappeda
OKI is necessary.

POINTS 2 to 4:

It is clear at this particular time, that there is no clear economic inter-relationship
between the western and the eastern regions of the Kabupaten OKI, except in
terms of administrative relationships. It is even so that in terms of geographical
distance and market prospects, the eastern side of OKI is nearer to the province
of Lampung located on the southern part of OKI.

The eastern region is less developed in terms of availability of infra-structure and
social amenities, and production is mainly concentrated on marine fisheries, etc.
The production output of the region is transported directly to Jakarta and other
markets by way of sea transportation. According to the Director of Bappeda,
plans are available in the medium-term and long-term to construct a road
network connecting the western side of OKI with the eastern and the north and
south eastern side.

In the short-term, the eastern region of OKI can be considered as the prime
growth sector for the Kabupaten. Initialization of production through the provision
of concessions to tree crops and HTI companies in the eastern side is top
priority, demanding full attention by the local politicians. Besides, there exist
plans to construct a harbour and jetties for marine fisheries with funds from ADB.
The development of the western region of OKI could be considered as already
reaching its saturation point. The western region depends on economic activities
generated by the provincial road network, connecting the Provinces of Lampung
and South Sumatra.

It is important to investigate the sectoral development possibilities of the eastern
region of OKI including development of human resources and the provision of
basic needs amenities (education, health, housing, drinking water, etc). It is
expected that future development on peat soil in the eastern side will generate
additional income to the region. Therefore, to maintain economic relationship
within the Kabupaten OKI, it is important to provide sufficient infra-structure
(physical and social infra-structure) for the eastern region, otherwise the
population would migrate to other provinces especially to Lampung. Financing
the development of social sectors should be taken care mainly by the Kabupaten
finances (APBD);
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POINT 5:

It is suggested that the study on development of tree crops and HTI on peat soil
in the eastern region of OKI should concentrate mainly on the beneficial share of
local population in the development, increase in tax- PAD revenues,
diversification of local produce and most importantly maintaining the
environmental balance.

It is important to design case studies of various tree crop estate developments in
the region and verify its desirability by the local communities. Otherwise,
development of tree crops in the region would not be supported by the local
population. However, the Director of Bappeda warned that most private
companies would not accept easily the social development of the local population
in the surrounding areas as part of their task. It is desirable to recommend the
best type of tree-crop estate development benefiting the local population and at
least 10-20% of the future estate revenues.

18. TRAINING REQUIREMENTS

Besides participation and on-the-job training of the OKI’s Bappeda staff in the
execution of both studies, there is a need of training of the staff. As mentioned in
Section 6 of this report, the package on the methodology of Project Evaluation
and Evaluation of Water Resources could be conveyed as a training program.
Besides, the methodology of Environmental Impact Assessment could also be
conveyed as training program. Other aspects to be provided as training could be
the methodology of regional planning, Monitoring & Evaluation (M&E), Logical
Framework (Log-frame), Project Cycle Management (PCM) and other topics to
be decided at the due course of the studies, probably to be provided by the
UNSRI and STIE Musi teams.


