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User Guide for Palm Oil Sector

Indonesia 2050 Pathway Calculator
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1. Introduction

This user Guide is intended for the users of Indonesia in 2050 Pathway Calculator (12050PC), especially
ifor palm oil plantation sector. There are four sections in this user guide: First, the overview section
contains basic information on the development process of the Indonesian palm oil production to
become the largest producer in the world. Second, the section that explain the assumptions on the
selection of the data references. Third, contains the calculation methods and levels that will be used.
Fourth, modeling results section which present the projected changes in land area and productivity of
palm oil in Indonesia until 2050.

2. Overview of Palm 0Oil Sector in Indonesia

Indonesian palm oil sector has grown rapidly over the last three decades. this development is often
associated with the clearing of forest cover and the increased emissions. This trend is likely to persist in
the future, therefore, the projected development of the palm oil sector need to be considered as a form
of anticipation of the increase in emissions. According Wicke et al (2011, p 201), palm oil plantation area
tends to increase in the three decades from 1975 to 2005 in which the land for palm oil expansion in
three decades tend to come from the conversion of the forest areas (Figure 1). The tendency of forest
cover clearing is significantly determine the Indonesia potential emission of the palm oil sector.
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Gambar 1. Categarization of land-cover in Indonesia dan Malaysia

(Source: Wicke dkk 2011, hal. 201)
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At the same time, data from The Centre of Data and Information (PUSDATIN) ministry of agriculture
shows that in the last 30 years Indonesian palm oil sector experienced a significant increase in term of
three aspects: the total plantation area, the total production of CPO (Crude Palm OQil), and the level of
productivity. First, within the span of three decades, there are significant increase of palm oil plantation
area particularly for the last decade. The palnataion area is increase more than doubled, from about 4
million hectares in 2,000 to approximately 9 million hectares in 2011 (Figure 2). Second, during the last
three decades, there is also a significant increase in term of production of CPO Indonesia, which consists
of the production of the State Plantations (PBN), Big Private Plantation (PBS), and Smallholders (PR), of
hundreds of thousands of tons in the 80s to reached about 28 million tonnes in 2013 (Figure 3).
Referring to the data from the World Growth (2011), Indonesia has become a large palm oil producer
since twenty years ago but just around 2006 this country surpassed Malaysia to become the world's
largest producers (p. 6-7)
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Gambar 2. The trend of total area of palm oil plantation in Indonesia

(Source: PUSDATIN 20134, p. 1)
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Gambar 3. The trend of total palm oil production in Indonesia
(Source: PUSDATIN 2014, p. 12)



Tabel 1. Trend of palm oil productivity Indonesia

(source: PUSDATIN 2014, p. 55)
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1995 1,238,699 4,479,670 3,616
1996 1,428,350 4,898,658 3,430 -5.17
1997 1,575,123 5,448,508 3,459 0.86
1998 1,699,478 5,930,415 3,4%0 0.88
1999 2,005,415 6,455,590 3,219 1.
2000 2,451,065 7,000,508 2,856 -11.28
2001 2,956,114 8,396,472 2,840 -0.55
2002 3,307,419 9,622,345 2,909 2.43
2003 3,428,580 10,440,834 3,045 4.67
2004 3,823,324 10,830,389 2,833 -6.98
2005 4,054,683 11,861,615 2,925 3.7
2006 4,960,529 17,350,848 3,498 19.57
2007 4,881,335 17,664,725 3,619 3.46
2008 5,122,275 17,539,788 3,424 -5.38
2009 5,541,422 19,324,293 3,487 1.84
2010 6,108,275 21,958,120 3,595 3.08
201 6,550,800 23,096,541 3,526 -1.92
2012 6,989,633 26,015,518 3,722 5.57
2013%) 7,197,432 27,746,125 3,855 3.57
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Third, along with an increase in the total area of plantation and the total CPO production, the
productivity of Indonesian palm oil tends to increase as well. Table 1 shows that the area of Plant
Produce (Tanaman Menghasilkan, TM) in indonesia Indonesia today is about 70% of the total acreage
shown in Figure 2. In addition, the above table also shows that the level of productivity of Indonesian
palm oil continues to increase with the current level of 3.8 tonnes / ha in average. Nevertheless,
Kongsager & Reenberg (2012) showed that, although Indonesia is the largest palm oil producer in the
world, the level of productivity is still lower than that of China, Colombia, and Malaysia (Figure 4). They
also said that the average productivity of around 5.5 tonnes / ha have been achieved by some private
plantations in Malaysia (p. 12). Furthermore, they indicated that the use of palm kernel oil can improve
productivity up to 0.5 tonnes / ha (p. 12). In addition, they also show that some breeding trials have
managed to produce up to 10 tons / ha, a significant increase given that the theoretical maximum
productivity of palm oil is 18 tonnes / ha (p. 12). All the facts show that there is still much space for
improvement in terms of the productivity of Indonesian palm oil without excessive expansion of palm oil
plantation area.
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Gambar 4. World palam oil productivity

(Source: Kongsager & Reenberg 2012, p. 12)

3. Assumption

Based on the trend of the development of the palm oil sector which has been described above, it can be
seen that the sector is likely to still be growing rapidly in the future. A similar conclusion was also
expressed in the two stakeholder consultations for the oil palm sector in the process the development
of 12050PC models. Although policy makers tend to agree that the total area required will continue to
increase, they said that this development trend be more moderate in the future than what happens in
the last decade before 2010.
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At the same time, the policy makers are also very interested in the discussion of the potential
development of palm oil productivity. According to their opinion on both stakeholder consultations,
Indonesia can pursue the current productivity of Malaysia, but to achieve a higher value may be difficult.
However, the policy makers quite agree with the findings of existing literature study in which the results
of the intensive management of oil palm plantations can achieve an increase of more than 100% as
compared to the current value. Therefore, the level of productivity of the level 4 will be considered as
the best possible scenario where the national average productivity of Indonesian palm oil reached 8
tonnes / ha.

For the above-ground carbon content (AGC), the average value proposed by BAPPENAS (2015) is used
which equal to 63 tons / ha. This value is chosen because it is similar to that proposed by other literature
such as Agus et al (2013) and Carre et al (2010). As a reference, we can see a comparison with the value
of the selected AGC with the AGC value of Agus et al (2013)(Table 2).
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Tabel 2. The comparison of the above-ground carbon content (AGC)for palam oil and land cover
(source: Agus et.al ,2013)

200 Word Agrofarestry Centre (2011), Indonesia

170 Komivama et ol ( 2008), Indonesia

135 Putz & Chan {1986), study in Malaysia
85 Harja et al. (2011}, Indonesia

Komiyama et al { 2008), Indanesia

120
105 Onget ol (1982), Malaysia

100 Waord Agrofarestry Centre 201 1), logged mangrove forest, Indonesia
Harja et al. (2011), Indonesia

77
a7 Lasco & Pulhin (2004), rubber monoculture, Southeast Asia
B89 Palm et ol {1999), permanent a groforestry (jungle ) rubber, the tropics

46 Palm et al {1999}, rotational agroforestry [junge) rubber the tropics
Compuzm et al, (2011}, monoculture, Philippines

Prasetyo et ol, (2000), {jungle) rubber, Jambi, Indonesia
Wonrd Agroforestry Centre (3011}, estate on peat, Indonesia

Rogi (2002), Indonesia

Syahrinudin (2005), recalculated based on biomass curve, Indonesia

‘Waord Agroforestry Centre (2011}, vafous kinds of estate, mainly rubber and il
palm

van Noordwijk et al. (2010}, aversged over 25 years, based on observations in
Sumatra and Kalimantan, Indonesia

Hensan | 2005h), estimated using OPRODSIM based on medium sized fronds,
including il palm roots and shoot, ground cover, pruned frond piles, shed frond
hase piles and maleirflorescence piles, national average over 30 year
Henson [ 2009), Malaysian national average over 30year incuding the palm
Ccomponents asinHenson [ 2005b)

Word Agroforestry Centre, (2011), estate on peat (mainly ail palm], Indanesia

Germer & Sauerborn (2008), the tropics

Recalculated from Henson & Dolmat (2003) from a study of 1 tols year old oil palm
on peat in Malaysia: trunk (16 MgC ha™), fronds (5.6 Mg C ha™), and male
inflorescence (75 Mg € ha') for a planting density of 160 palms ha®.

Morel et ol. (2011}, Sabah, Malaysia

Kheong (MPOC, unpublished |, 45,3t C ha™ at 20 years after planting is considened
to be the peak C stock; time-average C stock calculated as half of the peak C stock,
M alaysia,

Corey & Tinker (2003 ), Malaysia
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4. Methodology

By considering the ease of use and user-friendliness, the emissions of palm oil sector is calculated based
on the enhancement of carbon content as expressed in the following equation

E =AXAGC
Where,

E = Emissions (in tons CO2eq)
A = Area (in acres or hectares)
AGC = Above ground carbon content (in tonnes CO2eq per hectare)

Based on the above mentioned background and assumptions, the modeling of the oil palm sector in
12050PC is divided into two levers: first is for the land area and second is for the productivity. Although
the emissions from palm oil sector will be determined only by land area lever, productivity lever will also
be presented to the user. This is to accommodate users who want a trajectory of minimum land area but
with increasing production of palm oil. This scenario can be realized through the role of productivity
lever. The modelling of these two levers are as follows:

Area of Palm Oil Plantation
Level 1

Level 1 assumes that palm oil plantations to grow to 20 million ha in 2050. While it may sound very
large, it is most likely to occur if the rate of growth of oil palm plantations in the last two decades
continued to increase until 2050.

Level 2

Level 2 assumes that palm oil plantations increased to reach 18 million hectares by 2050. This is due to
the international and national influencing factors. International influencing factor is the decreasing
growth of global demand while national factor is the implementation of national policies such as
incentives for intensification of oil palm productivity or the limitation of new forest clearing.

level 3
Level 3 assumes that palm oil plantations increased up to 16 million ha in 2050. This can be achieved if

the policies of the new land clearing are completely tightened together with the explicit requirement of
rejuvenation rotation for all palm oil plantations.
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Level 4

Level 4 assumes that palm oil plantations are only increased up to 14 million hectares by 2050. This can
be achieved if the regulatory of the land clearance is really tightened, programs FMU (Forest
Management Unit) is strengthened, as well as the policies and support for replanting which evenly
distributed

Palm Oil Productivity

Level 1

Level 1 assumes that the productivity of palm oil plantations in 2050 was equal to the base year 2011 of
3.5 tonnes / ha. This can be happened if the oil palm plantation management at the national level do
not improve significantly. Without any policies to encourage, national palm oil productivity will not
change much.

Level 2

Level 2 assumes that the productivity of palm oil plantations has increased up to 4.2 tonnes / ha in 2050.
This can be achieved through a number of policies that support the improvement of smallholders
management such as counselling and assistance for rejuvenation.

Level 3

Level 3 assumes that the productivity of palm oil plantations has reached 5.6 tons / ha in 2050. This can
be achieved through the government support for the palm oil sector such as incentives and assistance
for PR and PBN rejuvenation.

Level 4
Level 4 assumes an increase in the productivity of oil palm plantations in 2050 up to 8 tons / ha by

providing greater assistance to PR and PBN and support for better transport infrastructure and
processing of Fresh Fruit Bunches (FFB).

5. Results

By using the above methodology, the modeling result of the projections of palm oil plantations area and
the productivity of Indonesian palm oil by 2050 are presented in Figure 5 and 6
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Gambar 5. Projected Palm Qil Plantation area until 2050

(Source: Author)
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Gambar 5. Projected Palm Qil Productivity until 2050
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Furthermore, the projections of the potential of Indonesian palm oil sector emissions for each level can
be calculated as follows:

level can be calculated as follows:

Level 1: The opening of palm oil plantation up to 20 million ha resulted in an increase in emissions of
about 1,412 billion tons of CO,eq.

Level 2: The opening of palm oil plantation up to 18 million ha resulted in an increase in emissions of
about 1,152 billion tons of CO,eq.

Level 3: The opening of palm oil plantation up to 16 million ha resulted in an increase in emissions of
approximately 887.1 million tonnes of CO2eq.

Level 4: The opening of palm oil plantation up to 14 million ha resulted in an increase in emissions of
approximately 622.3 million tonnes of CO,eq.

Although all levels showed a significant increase in the potential of emissions, it is important to note
that the range of all level is much lower than what might happen. From these levels, we can create the
possibility of a variety of options for emission control scenarios of the palm oil sector which can be used
as a basis for decision-making by a variety of stakeholders, ranging from global to local levels.
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