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Abstract 
 

This study aims to diagnose the vulnerability of the smallholder palm oil business model 
in the forest areas of Central Kalimantan Province and formulate its restructuring strategy 
through the Social Forestry policy. The land overlap issue covering 179,258 hectares 
places smallholders at high legal and economic risks following the enactment of the Job 
Creation Law (UU Cipta Kerja). The research method used is descriptive qualitative 
through an integrative approach using the Business Model Canvas (BMC), PESTEL, and 
Porter’s Five Forces frameworks. The diagnostic results reveal that the existing business 
model is highly vulnerable due to macro-regulatory constraints and the smallholders' 
weak bargaining power against informal markets. As a public governance solution, the 
Social Forestry policy through the Jangka Benah (transition period) scheme is capable of 
restructuring the elements of the smallholders' BMC blocks. This transformation alters the 
Key Resources aspect through long-term land utilization legality, improves Key 
Partnerships by eliminating middlemen, enhances the bargaining power of the product's 
Value Proposition, and realizes a sustainable, traceable, and legally compliant 
smallholder palm oil business model. 
  
Keywords: Social Forestry, Business Model Canvas, Smallholder Palm Oil, Forest Area, 
Central Kalimantan. 
 

——————————◆—————————— 
 

A. INTRODUCTION 

The transformation of smallholder oil palm plantations that have long been 

established within state forest areas has evolved into a highly complex national 

strategic issue. This phenomenon is no longer merely an agrarian problem but has 

become a multidimensional governance challenge requiring adaptive, strategic, and 

equitable public policy approaches. In Central Kalimantan Province, the urgency of 

addressing this issue is particularly significant. According to data from the Central 

Kalimantan Provincial Plantation Office (2022), approximately 179,258 hectares of 

smallholder oil palm plantations are located within state forest areas and are directly 

managed by local communities. The existence of these plantations without formal 

forestry operational permits has created a profound structural dilemma, placing 

environmental conservation objectives and forest ecosystem restoration in direct 

conflict with the livelihoods and economic sustainability of local communities. 

As a policy response to overcome this governance impasse, the Government 

of Indonesia introduced a series of regulatory reforms following the enactment of 
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the Job Creation Law (Omnibus Law). These reforms include Government 

Regulation (GR) No. 23 of 2021 on Forestry Administration, further operationalized 

through the Minister of Environment and Forestry Regulations No. 9 of 2021, No. 9 

of 2022, and No. 4 of 2023. These regulations establish the Social Forestry Program 

integrated with the Jangka Benah (Forest Rehabilitation Transition Period) 

mechanism. The Jangka Benah mechanism is specifically designed as a sustainable 

transition framework that grants smallholder farmers legal access to gradually 

restore forest ecosystem functions through the integration of oil palm cultivation 

with forestry tree species, thereby maintaining household income while promoting 

ecological rehabilitation. 

Despite the availability of a comprehensive national regulatory framework, 

the implementation of the Social Forestry Program under the Jangka Benah scheme 

continues to face substantial challenges, particularly in economic, social, and socio-

cultural dimensions. A major obstacle to accelerating this transition lies in the 

absence of a practical, operational, and validated business model that can be 

effectively adopted by farmer institutions. Smallholders are expected to shift from an 

established oil palm monoculture system to a forestry-based agroforestry model; 

however, they lack clear operational guidance regarding supply chain restructuring, 

cost management, financing mechanisms, and adaptive business strategies required 

during the transition process. 

This operational gap is further exacerbated by limitations in the existing 

literature. Previous studies on oil palm plantations within forest areas have largely 

adopted fragmented perspectives, focusing primarily on technical forest 

rehabilitation, formal land tenure conflicts, or legal compliance. Comprehensive 

studies integrating public policy analysis with macro–micro business model design 

to support the Jangka Benah scheme remain scarce. Consequently, regional 

stakeholders, particularly the Government of Central Kalimantan Province, lack a 

strategic blueprint that can serve as an operational reference for formulating 

effective regional implementation policies. 

This study addresses these academic and practical gaps through an integrated 

analytical framework. Macro-environmental conditions are examined using the 

PESTEL (Political, Economic, Social, Technological, Environmental, and Legal) 

framework to assess external environmental dynamics and regulatory changes 

following the implementation of the Job Creation Law. At the micro level, Porter’s 

Five Forces framework is employed to evaluate the competitiveness of social forestry 

enterprises and the bargaining position of smallholder oil palm farmers within the 

market. The findings from these macro and micro analyses are subsequently 

synthesized using the Business Model Canvas (BMC) to develop an adaptive, legally 

compliant, and sustainable business model for social forestry. The study ultimately 

aims to formulate strategic policy recommendations for the Government of Central 

Kalimantan Province to accelerate the transformation of illegally established 

smallholder oil palm plantations into legally compliant and sustainable production 

systems, while contributing to the achievement of the Sustainable Development 
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Goals (SDGs), particularly SDG 8 (Decent Work and Economic Growth) and SDG 15 

(Life on Land). 

 

B. LITERATURE REVIEW 

The literature review in this study is developed to establish a robust 

theoretical and conceptual foundation for addressing the complexity of smallholder 

oil palm plantations that have been established within state forest areas. To 

formulate policy solutions that are not only legally compliant but also adaptive to 

local economic dynamics, this study integrates perspectives from strategic 

management, external environmental scanning, and natural resource governance 

theories. 

Systematically, the Business Model Canvas (BMC) is employed as a dynamic 

strategic tool to diagnose the weaknesses of the existing business model while 

designing a new value proposition. To ensure that the proposed business model 

transformation reflects on-the-ground realities, macro-environmental analysis using 

the PESTEL framework and micro-industry analysis using Porter's Five Forces are 

applied to identify external pressures, ranging from stringent forestry regulations to 

the weak bargaining position of smallholder farmers resulting from their 

dependence on informal supply chains. Furthermore, the Social Forestry policy 

under the Jangka Benah scheme is introduced as the institutional framework 

facilitating this transition. Collectively, these concepts provide a comprehensive 

analytical framework to guide the transformation from conflict-prone and 

environmentally unsustainable plantation governance toward a business model that 

is legally compliant, inclusive, and sustainable. The theoretical foundations 

underpinning this research are discussed in the following sections. 

1. Business Model Canvas (BMC) and Business Model Innovation 

The Business Model Canvas (BMC) is a strategic management framework 

used to define, design, and visualize how an organization creates, delivers, and 

captures value. It comprises nine interrelated building blocks: Customer Segments, 

Value Propositions, Channels, Customer Relationships, Revenue Streams, Key 

Resources, Key Activities, Key Partnerships, and Cost Structure. Over time, business 

models have evolved from static structures into dynamic systems, requiring 

organizations to continuously innovate their business models in response to 

disruptions in the external environment (Teece, 2010). Within the context of 

sustainable land-based industries, the value creation orientation of the BMC extends 

beyond economic profitability by incorporating social and environmental 

dimensions to achieve long-term sustainability. 

2. Social Forestry Policy under the Jangka Benah Scheme 

Social Forestry is a sustainable forest management system implemented 

within state forests, private forests, or customary forests, where local communities or 

indigenous peoples serve as the primary management actors (Fisher et al., 2018). The 

policy aims to enhance community welfare by providing legal access to forest 

resources while maintaining ecological balance (Maryudi et al., 2012). One of the 
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most pressing forestry governance challenges in Indonesia is the widespread 

presence of smallholder oil palm plantations within state forest areas. To address 

this agrarian and ecological conflict, the Government has introduced the Jangka 

Benah scheme as a gradual transition mechanism (Diyane A. Sudaryanti et al., 2022). 

Under this mechanism, forest ecosystem functions are progressively restored 

through the integration of forestry tree species into existing oil palm plantations 

using an agroforestry approach. Simultaneously, the scheme provides temporary 

legal recognition for existing smallholder oil palm plantations established within 

forest areas, in accordance with prevailing regulations (Rakatama & Pandit, 2020). 

3. Macro-Environmental Analysis (PESTEL) and Micro-Industry Analysis 

(Porter's Five Forces) 

Strategic formulation and business model redesign require comprehensive 

analysis of the external business environment. The PESTEL framework is employed 

to identify macro-environmental factors beyond organizational control, 

encompassing Political, Economic, Social, Technological, Environmental, and Legal 

dimensions (Yüksel, 2012). This framework is particularly relevant for assessing 

regulatory compliance, legal risks, and the socio-economic dynamics surrounding 

forest areas. Complementing this approach, Porter's Five Forces framework is 

applied to examine the competitive structure at the micro level. The analysis 

evaluates five competitive forces: the threat of new entrants, the bargaining power of 

suppliers (such as local collectors and intermediaries), the bargaining power of 

buyers (palm oil mills), the threat of substitute products, and the intensity of rivalry 

among existing competitors. 

4. Access Theory and Natural Resource Governance Institutions 

The successful transition of illegally established oil palm plantations toward 

legally recognized Social Forestry management largely depends on the effectiveness 

of local institutional arrangements. Access Theory distinguishes between formal 

legal rights (property rights) and the actual ability to derive benefits from natural 

resources (ability to benefit) (Ribot & Peluso, 2003). In the context of oil palm 

plantations located within forest areas, independent smallholders often possess 

economic access to land but lack legal access, making them highly vulnerable to 

exploitation within informal supply chains. Consequently, strengthening local 

institutions, such as cooperatives and Forest Farmer Groups (Kelompok Tani Hutan-

KTH), becomes essential. Consistent with Common-Pool Resource Theory, the 

sustainable management of forest resources requires collectively agreed rules, 

accountable monitoring mechanisms, and graduated sanctions to prevent 

environmentally destructive resource utilization. 

 

C. METHOD 

This study adopts a descriptive qualitative approach to explore, diagnose, and 

redesign the business model of smallholder oil palm plantations located within 

forest areas in Central Kalimantan Province. A descriptive qualitative method was 

selected because the study seeks to provide an in-depth understanding of the 
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complex governance issues surrounding public policy implementation and the 

informal market dynamics experienced by independent smallholder farmers at the 

local level. 

 

1. Research Design 

The research is designed using an integrative framework that combines 

strategic management tools with industry environmental analysis to bridge the gap 

between macro-level regulatory compliance and the micro-level economic 

sustainability of smallholder farmers. The analytical framework consists of three 

interrelated stages: 

a. Baseline Diagnosis: Mapping the existing business model of smallholder 

oil palm farmers operating within forest areas by visualizing the nine 

building blocks of the existing Business Model Canvas (BMC). 

b. Environmental Scanning : Assessing the external macro-environment 

using the PESTEL framework (Political, Economic, Social, Technological, 

Environmental, and Legal) while analyzing the micro-industry 

environment through Porter's Five Forces to identify competitive 

pressures and market dynamics. 

c. Reconstruction Synthesis (Solution Design): Translating the findings from 

the environmental analyses into a redesigned business model by 

developing a Social Forestry Business Model Canvas based on the Jangka 

Benah scheme. 

 

2. Data Sources and Data Collection Methods 

The data used in this study were obtained from secondary administrative, 

spatial, and policy/regulatory documents related to the presence of smallholder oil 

palm plantations within state forest areas in Central Kalimantan Province. Data 

collection was conducted through extensive document analysis, including reviews of 

sectoral statistical data, official government reports, and relevant legal and policy 

documents. 

a. The primary secondary data sources integrated into this study include: 

Legislative, Regulatory, and Policy Documents. 

Table 1. Legislative, Regulatory, and Policy Documents and Their Implications for 

the Study 
Legal Basis Explanation Relevant BMC 

Elements 

PESTEL 

Elements 

Porter's Five 

Forces 

Framework 

Law No. 41 of 

1999 on 

Forestry 

Provides the legal 

basis for identifying 

social forests as part of 

forest areas and 

community activities. 

Key Resources, Key 

Activities, Key 

Partnerships, Value 

Propositions 

Legal, Political, 

Environmental 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 
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Competitors, 

Threat of 

Substitutes 

Law No. 18 of 

2013 on the 

Prevention 

and 

Eradication of 

Forest 

Destruction 

Establishes legal 

provisions for 

identifying risks and 

potential legal 

burdens related to 

institutional activities 

that manage social 

forests within forest 

areas and imposes 

compliance 

obligations and 

potential sanctions. 

Key Resources, Key 

Activities, Key 

Partnerships, Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Environmental 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Law No. 39 of 

2014 on 

Plantations 

Provides the legal 

framework governing 

the relationship 

between social 

forestry and 

plantation businesses 

(PBS), including 

opportunities for 

collaboration or 

partnerships and 

market access and 

quality standards. 

Key Resources, Key 

Activities, Key 

Partnerships, Value 

Propositions, 

Channels, Cost 

Structure, 

Customer 

Relationships, 

Revenue Streams 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Law No. 11 of 

2020 on Job 

Creation 

(Omnibus 

Law) 

Provides legal 

opportunities for 

social forestry to 

attract investment in 

forest areas through 

social forestry 

schemes. 

Key Resources, Key 

Activities, Key 

Partnerships, Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Table 2. Policy and Regulatory Documents and Their Implications for the Study 
Legal Basis Explanation Relevant BMC 

Elements 

PESTEL 

Elements 

Porter's Five 

Forces 

Framework 

Government 

Regulation (PP) No. 

23 of 2021 on 

Forestry 

Administration 

Provides the legal 

framework for 

communities to obtain 

Social Forestry (SF) 

permits and 

establishes 

institutional 

provisions for Village 

Forests (HD), 

Community Forests 

Key Resources, 

Key Activities, 

Customer 

Relationships 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 
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(HKm), Community 

Plantation Forests 

(HTR), and Customary 

Forests (HA). 

Substitutes 

Government 

Regulation (PP) No. 

24 of 2021 on 

Administrative 

Sanctions in the 

Forestry Sector 

Regulates legal 

compliance and the 

risks of administrative 

sanctions for oil palm 

plantations located 

within forest areas. 

Key Resources, 

Key Activities, 

Key 

Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Minister of 

Environment and 

Forestry Regulation 

(Permen LHK) No. 

8 of 2021 on Forest 

Management and 

Planning 

Provides technical 

guidelines for social 

forestry 

implementation, 

including the 

identification of social 

forests within forest 

areas and the 

preparation of forest 

management plans. 

Key Activities, 

Key 

Partnerships, 

Value 

Proposition 

Legal, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Presidential 

Regulation 

(Perpres) No. 5 of 

2025 on Forest Area 

Regulation 

Serves as the legal 

basis for implementing 

forest area regulation, 

including identifying 

legal risks associated 

with forest 

encroachment and 

unauthorized land use. 

Key Partners, 

Key Activities, 

Value 

Proposition 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Presidential 

Regulation 

(Perpres) No. 28 of 

2023 on Agrarian 

Reform and Social 

Forestry 

Supports land 

redistribution and 

expands legal access 

for oil palm 

smallholders within 

forest areas through 

agrarian reform and 

social forestry 

programs. 

Key Resources, 

Key Activities, 

Key 

Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Government 

Regulation (PP) No. 

26 of 2021 on the 

Provides a legal 

mechanism for Social 

Forestry (SF) to access 

Value 

Proposition, 

Customer 

Legal, 

Economic, 

Social 

Bargaining 

Power of 

Buyers, 
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Implementation of 

the Economic Value 

of Carbon (EVC) 

carbon markets and 

establishes 

partnerships between 

SF institutions and 

carbon business actors. 

Segments, Key 

Partners 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Director General of 

Social Forestry and 

Environmental 

Partnerships Decree 

No. 105 of 2024 on 

the Technical 

Guidelines for 

Social Forestry 

Business 

Partnerships 

Provides operational 

guidelines for business 

partnerships between 

Social Forestry 

institutions 

(core/plasma model) 

and plantation 

companies (PBS). 

Value 

Proposition, 

Channels, 

Revenue 

Streams, Key 

Partners, Key 

Activities 

Legal, 

Economic, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Minister of 

Agriculture 

Regulation 

(Permentan) No. 29 

of 2020 on Farmer 

Corporation 

Development 

Encourages 

communities to 

become legal business 

entities (farmer 

corporations) as 

partners of plantation 

companies, enabling 

Social Forestry 

institutions to operate 

as formal business 

entities. 

Channels, 

Revenue 

Streams, Key 

Partners, Key 

Activities 

Legal, 

Economic, 

Social 

Bargaining 

Power of 

Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

b. Tabular and Spatial Data Obtained from Relevant Government Agencies. 

Tabel 3. Tabular Data from Relevant Government Agencies and Their 

Implications for the Study 
Data Source Explanation Relevant BMC 

Elements 

PESTEL 

Elements 

Porter's Five Forces 

Framework 

Oil Palm 

Plantation Data in 

Central 

Kalimantan 

(2020–2024) 

Serves as the 

empirical basis for 

assessing the 

contribution of oil 

palm plantations to 

production and the 

potential for social 

forestry development. 

Key Resources, 

Key Activities, 

Customer 

Relationships, 

Customer 

Segments, Revenue 

Streams 

Political, 

Economic, 

Social 

Rivalry Among 

Existing 

Competitors 

Public Data on Oil 

Palm Mills (PKS) 

in Central 

Kalimantan (2024) 

Identifies the number 

and distribution of oil 

palm mills to assess 

market potential and 

industrial 

accessibility. 

Key Partners, 

Channels, 

Customer 

Relationships 

Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers 

Data on Oil Palm Serves as an indicator Key Activities, Key Legal, Bargaining Power 
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Plantation 

Business Licenses 

(IUP) in Central 

Kalimantan 

(2020–2024) 

of business legality 

and identifies 

partnerships between 

plantation companies 

(PBS) and local 

communities. 

Resources, Key 

Partnerships 

Economic, 

Social 

of Buyers, 

Bargaining Power 

of Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Data on 

Plantation 

Companies (PBS) 

in Central 

Kalimantan 

(2020–2024) 

Provides the basis for 

analyzing institutional 

relationships and 

identifying potential 

plantation business 

partners. 

Key Partners, Key 

Activities, Value 

Propositions, Key 

Partnerships, 

Customer 

Segments 

Legal, 

Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Provincial 

Commodity Price 

Data for Oil Palm 

Fresh Fruit 

Bunches (FFB) in 

Central 

Kalimantan 

(2020–2024) 

Serves as a reference 

for oil palm selling 

prices to identify price 

fluctuations and their 

implications for 

business 

sustainability. 

Revenue Streams, 

Customer 

Segments, Value 

Propositions, 

Channels, Cost 

Structure 

Legal, 

Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers, 

Rivalry Among 

Existing 

Competitors 

Tabel 4. Spatial Data from Relevant Government Agencies and Their Implications 

for the Study 
Spatial Overlay 

Results 

Explanation Relevant BMC 

Elements 

PESTEL 

Elements 

Porter's Five 

Forces 

Framework 

Overlay of Oil 

Palm Plantation 

Boundaries and 

Social Forestry 

(SF) Areas 

Identifies oil palm 

plantations managed 

by plantation 

companies (PBS) and 

those managed by 

local communities 

within Social 

Forestry areas. 

Key Resources, 

Key Activities 

Legal, Economic, 

Technology, 

Social 

Rivalry Among 

Existing 

Competitors, 

Threat of New 

Entrants 

Overlay of Oil 

Palm Plantations 

within Forest 

Areas 

Identifies oil palm 

plantations located 

inside designated 

forest areas. 

Key Resources, 

Key Activities 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Overlay of 

Community Oil 

Palm Plantations 

within Forest 

Areas 

Identifies 

community-

managed oil palm 

plantations located 

within forest areas. 

Key Resources, 

Key Activities, 

Key Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors 
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Overlay of 

Community Oil 

Palm Plantations 

within Forest 

Areas with 

Existing Social 

Forestry Permits 

Identifies 

community-

managed oil palm 

plantations located 

within forest areas 

that have already 

obtained Social 

Forestry permits. 

Revenue Streams, 

Customer 

Segments, Key 

Resources, Key 

Activities, Key 

Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Overlay of 

Community Oil 

Palm Plantations 

within Forest 

Areas Eligible for 

Social Forestry 

Identifies 

community-

managed oil palm 

plantations located 

within forest areas 

that are eligible for 

legalization through 

the Social Forestry 

scheme. 

Key Resources, 

Key Activities, 

Key Partnerships, 

Cost Structure 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Overlay of 

Community Oil 

Palm Plantations 

within Forest 

Areas Eligible for 

Social Forestry 

through 

Additional Social 

Forestry Areas 

(for PS 

Allocation) 

Identifies 

community-

managed oil palm 

plantations located 

within forest areas 

that are eligible for 

legalization through 

the designation of 

Additional Social 

Forestry Areas 

(APS). 

Key Resources, 

Key Activities, 

Key Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Overlay of 

Community Oil 

Palm Plantations 

within Forest 

Areas Ineligible 

for Additional 

Social Forestry 

Areas (APS) 

Identifies 

community-

managed oil palm 

plantations located 

within forest areas 

that are not eligible 

for designation as 

Additional Social 

Forestry Areas 

(APS), thereby 

requiring alternative 

settlement 

mechanisms. 

Key Resources, 

Key Activities, 

Key Partnerships, 

Value 

Propositions, 

Channels, Cost 

Structure 

Legal, Political, 

Economic, 

Environmental, 

Technology, 

Social 

Bargaining 

Power of Buyers, 

Bargaining 

Power of 

Suppliers, 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 
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c. Data from Previous Studies Relevant to This Research, Used to Clarify the 

Patterns of Economic Activities among Smallholder Oil Palm Farmers Under 

Existing Field Conditions. 

Tabel 5. Data from Previous Studies and Their Implications for the Study 
Research 

Findings 

Explanation Relevant BMC 

Elements 

PESTEL Elements Porter's Five 

Forces Framework 

Manik 

(2015) 

Demonstrates the 

significant contribution 

of oil palm plantations to 

regional economic 

growth and the 

strengthening of market 

potential. 

Revenue 

Streams, 

Customer 

Relationships, 

Value 

Proposition 

Legal, Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers, 

Rivalry Among 

Existing 

Competitors 

KEHATI 

(2019) 

Provides an analysis of 

the roles of smallholders 

and the reconstruction of 

the Indonesian 

Sustainable Palm Oil 

(ISPO) certification 

through institutional 

strengthening. 

Key Activities, 

Key Partners, 

Channels, 

Customer 

Relationships 

Legal, Political, 

Economic, 

Environmental, 

Technology, Social 

Rivalry Among 

Existing 

Competitors, 

Threat of 

Substitutes 

Wild & 

Yuli 

(2020) 

Presents insights into the 

importance of value-

added processing and the 

efficiency of marketing 

channels. 

Revenue 

Streams, Cost 

Structure, 

Channels 

Economic, Social Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers 

Ningrum 

et al. 

(2024) 

Provides empirical 

evidence on the 

efficiency of the oil palm 

value chain. 

Cost Structure, 

Revenue 

Streams, Key 

Activities 

Legal, Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers, 

Rivalry Among 

Existing 

Competitors 

Manik 

(2025) 

Highlights the 

importance of a 

sustainable business 

ecosystem and the role of 

formal partnerships in 

enhancing price certainty 

and market access. 

Key Partners, 

Channels, 

Customer 

Segments 

Legal, Economic, 

Social 

Bargaining Power 

of Buyers, 

Bargaining Power 

of Suppliers 

 

3. Operational Definitions of Variables / Analytical Instruments 

 To minimize interpretive bias, the analytical instruments employed in this 

study are operationally defined as follows: 

a. Existing Business Model Canvas (BMC): A mapping of the nine business 

model building blocks from Value Proposition to Cost Structure to identify 

how smallholder farmers operating within forest areas currently manage and 

sustain their non-compliant oil palm enterprises. 
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b. PESTEL Analysis: An analytical framework used to examine the macro-

environmental forces affecting smallholder farmers, with particular emphasis 

on the Political–Legal dimension (including the implications of administrative 

sanctions under the Job Creation Law), Economic factors (price uncertainty), 

Social factors (the livelihoods of local communities), and Environmental 

factors (demands for ecological restoration). 

c. Porter's Five Forces Analysis: An analytical tool used to assess the competitive 

structure at the micro level, focusing on the strong bargaining power of 

buyers represented by formal palm oil mills (Palm Oil Mills/POMs) and the 

dominant role of informal intermediaries and local collectors within the 

supply chain. 

d. Social Forestry Business Model Canvas (Jangka Benah Scheme): A redesigned 

Business Model Canvas that integrates legal land-access provisions under 

Minister of Environment and Forestry Regulation No. 9 of 2021 with an 

agroforestry-based value proposition to establish a legally compliant, 

traceable, and sustainable business model for smallholder oil palm farming. 

 

4. Data Analysis Method 

Data Reduction: Selecting, simplifying, and classifying data concerning 

smallholder oil palm plantations established within forest areas, as well as the 

dynamics of the informal oil palm market in Central Kalimantan, into the PESTEL 

and Porter's Five Forces analytical frameworks. 

Data Presentation: Presenting the business vulnerability profile of smallholder 

farmers through comparative tables and structured narrative descriptions based on 

the nine building blocks of the Business Model Canvas (BMC). 

Conclusion Drawing (Synthesis and Design): Synthesizing the identified 

weaknesses across the value chain resulting from macro- and micro-environmental 

pressures to develop a new business model architecture the Social Forestry Business 

Model Canvas capable of promoting both sound economic governance and 

ecological compliance among smallholder farmers at the local level. 

 

D. RESULTS AND DISCUSSION 

 The discussion begins by examining the anatomy of the existing business 

model (baseline) using the Business Model Canvas (BMC) to understand how 

limitations in legal land tenure affect the day-to-day operations of smallholder 

farmers. It then analyzes external pressures in a layered manner, starting with 

macro-environmental dynamics through the PESTEL framework, followed by an 

assessment of the micro-level industry structure using Porter's Five Forces. Based on 

this comprehensive diagnosis of constraints and external threats, the final section 

presents a blueprint for restructuring the business model through the 

implementation of the Social Forestry and Jangka Benah schemes. This restructuring 

is proposed as a pragmatic solution to restore forest ecological functions while 
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safeguarding the economic resilience of local communities. The findings and 

strategic design are presented systematically in the following subsections. 

 

1. Analysis of the Existing Business Model (Existing BMC) 

Based on an assessment of the business activities of smallholder oil palm 

plantations established within state forest areas in Central Kalimantan Province, the 

study identified an existing business model that operates outside formal regulatory 

procedures. This business model is characterized by a high dependence on informal 

networks resulting from the absence of legal land tenure. The baseline business 

model is summarized using the nine building blocks of the Existing Business Model 

Canvas (BMC), as presented in Figure 2. 

 
Figure 2. Existing Business Model Canvas (BMC) 

A critical interpretation of Figure 2 reveals structural vulnerabilities in the 

Key Resources and Customer Segments building blocks. Because the plantations are 

located within state forest areas, smallholder farmers do not have access to a 

Cultivation Registration Certificate (Surat Tanda Daftar Budidaya-STDB) or 

ISPO/RSPO certification. These limitations in capital and legal status force them to 

use uncertified planting materials, resulting in low plantation productivity. The 

cascading effects extend to the Channels and Customer Segments building blocks, 

where farmers are unable to sell their Fresh Fruit Bunches (FFBs) directly to formal 

Palm Oil Mills (POMs) that enforce strict traceability standards. Consequently, the 

farmers become trapped in a black-market ecosystem controlled by intermediaries 

(middlemen). 

 

2. Results of the Macro-Environmental Analysis (PESTEL) 

 The macro-environmental assessment using the PESTEL framework reveals 

that the existing business model is under considerable pressure from regulatory 
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changes, market requirements, and broader socio-economic dynamics. The findings 

are presented below: 

a. Politic (P) 

The political dimension reflects a dilemma between forestry law enforcement 

and socio-economic stability at the local level. Furthermore, the issuance of 

Presidential Regulation No. 28 of 2023 and Presidential Regulation No. 5 of 2025 

indicates a shift in government policy dynamics from merely enforcing legal 

compliance toward prioritizing solution-oriented regulation through Social Forestry, 

the Jangka Benah mechanism, and Agrarian Reform. This political factor places 

pressure on the Key Partnerships block of the Existing BMC. Due to the illegal status 

of their land resulting from its location within state forest areas, farmers are forced to 

rely on "certain officials/authorities" or "village-based civil society organizations" to 

safeguard their farming activities. 

b. Economic (E) 

Based on tabular and spatial data from relevant technical agencies, the area of 

community-managed oil palm plantations is extensive (with an estimated 179,258 

hectares located within state forest areas). This indicates that oil palm plantations 

within forest areas have become a vital source of livelihood for local communities. 

However, because these plantations are located within state forest areas, the 

activities are considered illegal, preventing farmers from fully benefiting from the 

economic value of their commodities. This macroeconomic factor constrains the 

Revenue Streams block of the Existing BMC and increases the burden on the Cost 

Structure. Due to their weak bargaining position resulting from their illegal status, 

farmers experience underpricing, where FFB prices are reduced by "black market" 

local collectors through a "risk discount" mechanism. On the other hand, their Cost 

Structure increases due to high additional distribution costs and security-related 

expenses. 

c. Social (S) 

The presence of institutional gaps at the local level and high social 

dependence on informal actors characterize the social dimension. Supporting studies 

(Yayasan KEHATI, 2019); (Indri ayu nigrum, 2024) demonstrate that independent 

smallholder supply chains are dominated by communal informal networks. These 

social conditions shape the Existing BMC, particularly the Customer Relationships 

and Channels blocks. The cooperative relationships among farmers, collectors, and 

local intermediaries are based on informal transactional trust. Local communities 

socially support and protect these activities to maintain their basic livelihood needs, 

resulting in a "black market" intermediary network that is highly resilient and 

deeply rooted within rural villages. 

d. Technological (T) 

Based on spatial analysis using SPOT 6/7 satellite imagery, combined with 

overlay analysis involving the forest area map established under Minister of 

Environment and Forestry Decree No. 6627 of 2021 and the Central Kalimantan Oil 

Palm Land Cover Data, this finding demonstrates that current mapping technology 
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has become highly advanced. The advancement of remote sensing technology 

(satellite imagery) and digital mapping has placed pressure on the Existing BMC, 

particularly on the Key Resources block (land). Smallholder oil palm plantations 

located within forest areas have become highly visible and easily traceable by 

relevant authorities for law enforcement purposes. Consequently, to compensate for 

these technological risks, the Channels block of the Existing BMC is forced to operate 

through "black market" local intermediaries. These intermediaries function as a 

mechanism for "laundering" the origin of Fresh Fruit Bunches (FFBs). Farmers sell 

their FFBs to intermediaries, who then mix them with FFBs originating from outside 

forest areas (such as non-forest land with ownership certificates/SHM and 

Cultivation Registration Certificates/STDB), so that when delivered to Palm Oil Mills 

(POMs/PKS), the origin records appear legally compliant. 

e. Environmental (E)  

Global pressures and national legal instruments (Minister of Environment 

and Forestry Regulation No. 8/2021 on Forest Management) demand zero-

deforestation governance and ecosystem restoration through the Jangka Benah 

mechanism. This environmental issue undermines the Existing BMC, particularly the 

Value Proposition block. Fresh Fruit Bunches (FFBs) originating from forest areas are 

perceived as "dirty commodities." As a result, formal Customer Segments, namely 

compliant Palm Oil Mills (POMs/PKS) with ISPO/RSPO certification, strictly reject 

FFBs originating from forest areas. This condition forces farmers to channel their 

FFBs into lower-value market segments, particularly non-certified Palm Oil Mills 

(POMs/PKS) with less stringent monitoring systems. 

f. Legal (L) 

 The Legal dimension represents the primary driving factor. Based on Law No. 

41/1999 on Forestry, Law No. 18/2013 on the Prevention and Eradication of Forest 

Destruction, and Article 93 of Law No. 11/2020 on Job Creation, strict criminal and 

administrative sanctions apply not only to smallholder oil palm farmers operating 

within forest areas but also to local intermediaries who purchase and transport, as 

well as Palm Oil Mills (POMs/PKS) that receive and process Fresh Fruit Bunches 

(FFBs) originating from forest areas. This legal factor creates the highest risk of 

criminalization within the Key Activities and Key Resources blocks of the Existing 

BMC. The land cannot obtain Ownership Certificates (Sertifikat Hak Milik-SHM) or 

Cultivation Registration Certificates (Surat Tanda Daftar Budidaya-STDB), 

preventing it from being used as collateral for bank financing. These legal constraints 

create a fundamental disruption, forcing the emergence of informal and illegal costs 

within the Cost Structure block of the Existing BMC to mitigate legal risks. 

 The PESTEL analysis demonstrates that the macro-environmental conditions 

are largely hostile toward oil palm plantations located within forest areas, including 

those managed by local communities. However, due to the strong economic (E) and 

social (S) drivers, the Existing BMC of community plantations within forest areas 

does not disappear but instead transforms into a distorted and informal business 
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model. Therefore, regulatory intervention is required to normalize and restructure 

the nine building blocks of the BMC. 

 

3. Results of Micro-Industry Structure Analysis (Porter’s Five Forces) 

 While the PESTEL Analysis examines external macro-environmental 

pressures, the Porter’s Five Forces Analysis is used to assess business 

competitiveness and the micro-level power structure that explains why smallholder 

farmers occupy a highly vulnerable position within the illegal ecosystem represented 

by the Existing BMC. The results of the Porter’s Five Forces analysis are described as 

follows:  

a. Bargaining Power of Buyers - VERY HIGH (Dominant) 

Based on Article 93 of Law No. 11 of 2020, companies receiving Fresh Fruit 

Bunches (FFBs) originating from forest areas may face legal sanctions. This condition 

is further reinforced by research from (Yayasan KEHATI, 2019) regarding 

commodity traceability. Formal and certified Palm Oil Mills (POMs/PKS) are 

unwilling to bear such legal risks. Consequently, the number of buyers available at 

the local level becomes highly limited. This factor distorts the Customer Segments 

block and constrains the Revenue Streams block of the Existing BMC. "Black market" 

intermediaries and non-certified POMs/PKS gain full control over price 

determination, reducing farmers’ FFB prices under the justification of a "risk 

discount." Farmers are forced to accept these prices because FFBs are highly 

perishable commodities. 

b. Threat of Substitutes - HIGH 

Based on tabular and spatial data from relevant technical agencies, the 

aggregate supply of FFBs in Central Kalimantan is also supported by plantations 

owned by large private companies (Perusahaan Besar Swasta/PBS) with official 

plantation permits, as well as smallholder plantations located outside forest areas. 

For non-certified POMs/PKS and "black market" intermediaries, FFBs from 

smallholder oil palm plantations within forest areas, which are considered illegal, 

can easily be substituted or replaced by legally sourced FFBs from smallholder 

plantations outside forest areas. This condition causes the farmers’ commodities in 

the Value Proposition block of the Existing BMC to have no uniqueness or 

bargaining power. When legal FFB supplies are abundant, access for illegally 

sourced FFBs is automatically restricted. 

c. Bargaining Power of Suppliers – HIGH (in terms of input cost burden) 

Based on plantation regulations (Law No. 39 of 2014 on Plantations) and 

government administrative requirements, access to subsidized fertilizers, certified 

superior seedlings, and replanting programs (BPDPKS) requires ownership of a 

Cultivation Registration Certificate (STDB) and legally recognized land status with a 

"clean and clear" designation. Because their plantations are located within forest 

areas, farmers do not have access to these government-supported agricultural 

inputs. This condition affects the Key Resources and Cost Structure blocks of the 

Existing BMC. Farmers are forced to depend on commercial input suppliers in the 
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open market at significantly higher prices or use uncertified seedlings that result in 

lower productivity. 

d. Threat of New Entrants - VERY LOW 

The issuance of Presidential Regulation No. 5 of 2025 on Forest Area Control 

and increasingly strict digital monitoring based on satellite imagery demonstrate 

that opportunities for new land clearing are now tightly restricted by law 

enforcement authorities. From a competitive landscape perspective, the Key 

Resources block (land) in the Existing BMC is effectively closed to new entrants. 

Current industry dynamics are entirely focused on resolving the existing issue of 

smallholder oil palm plantations located within forest areas. 

e. Rivalry Among Existing Competitors - HIGH 

Based on the spatial data overlay analysis presented in the research 

methodology, the estimated area of smallholder oil palm plantations located within 

forest areas in Central Kalimantan reaches 179,258 hectares. This extensive area 

generates a large volume of illegally sourced FFB production, while the available 

informal logistics channels to non-certified POMs/PKS are highly limited and 

narrow, and the processing capacity of non-certified POMs/PKS is also constrained. 

As a result, intense competition occurs among independent smallholders and local 

collectors to secure fruit absorption quotas through "black market" intermediaries. 

This competition pressures the Channels block and increases the burden on the Cost 

Structure block of the Existing BMC. Collectors or intermediaries with stronger 

"security networks" are more likely to dominate the market, while smallholder 

farmers at the local level become the parties bearing the greatest losses in income 

margins. 

The Porter’s Five Forces Analysis demonstrates that within the existing 

ecosystem represented by the Existing BMC, smallholder oil palm farmers operating 

within forest areas occupy the most disadvantaged position in the industrial 

structure. The combination of highly dominant Buyer Power (due to limited market 

access resulting from illegal land status) and burdensome Supplier Power (due to 

the absence of access to subsidized inputs) results in a business model that generates 

very limited profit margins for local communities, despite them bearing the highest 

legal risks. Therefore, Social Forestry is not only an institutional mechanism for 

resolving land-use conflicts but also a form of economic competitiveness 

restructuring aimed at transforming the industrial power structure to become more 

supportive of the welfare of smallholder oil palm farmers within forest areas. 

 

4. Reconstruction of the New BMC through Social Forestry 

 In response to the findings of the PESTEL and Porter’s Five Forces analyses, 

which indicate that the existing business model is no longer viable and sustainable, 

this study develops a reconstruction of a new business model. The Social Forestry 

policy intervention through the Jangka Benah mechanism is employed as the 

primary driving force in redesigning the nine building blocks of the farmers’ 
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business model. The transformation of the new business architecture is presented 

comparatively in Figure 3. 

 
Figure 3. Reconstruction of the Business Model Canvas (BMC) through Social 

Forestry 

The detailed explanation of the reconstruction presented in Figure 3 focuses 

on the restoration of the Key Resources and Value Propositions blocks. Through the 

Social Forestry scheme, farmers organized into Forest Farmer Groups (Kelompok 

Tani Hutan/KTH) obtain Social Forestry Management Approval, providing them 

with long-term legal access rights to the land for up to 25 years. This legal certainty 

regarding land tenure automatically transforms the value proposition of their 

products, as the Fresh Fruit Bunches (FFBs) produced become legally recognized 

and meet the traceability criteria required by formal markets. 

Furthermore, the transformation of the Key Activities block requires farmers 

to implement the Jangka Benah (agroforestry) approach. Farmers are no longer 

allowed to cultivate oil palm through a monoculture system; instead, they are 

required to integrate forestry tree species producing non-timber forest products 

(NTFPs) within oil palm plantations during a specified transition period. This 

activity positively affects the Revenue Streams block, as farmers’ income sources are 

no longer solely dependent on oil palm but are diversified through economically 

valuable forestry commodities. Regarding the Cost Structure block, all informal 

security-related expenses are eliminated and redirected toward investments in 

intercropping systems and the fulfillment of official non-tax state revenue 

(Penerimaan Negara Bukan Pajak/PNBP) obligations, thereby improving business 

efficiency and legitimacy at the local level. 
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E. CONCLUSION 

Based on the analysis and discussion conducted, this study concludes that the 

existing business model implemented by smallholder oil palm farmers within forest 

areas in Central Kalimantan Province is highly vulnerable and no longer sustainable. 

The macro-level analysis (PESTEL) reveals strong regulatory pressures following the 

enactment of the Job Creation Law, which threaten the existence of non-procedural 

plantations through administrative sanctions and penalties. This vulnerability is 

further intensified by the micro-level analysis (Porter’s Five Forces), which confirms 

the weak bargaining position of independent smallholders due to their acute 

dependence on informal intermediary networks (peron or local collectors) within the 

black-market ecosystem, as a consequence of formal Palm Oil Mills (POMs/PKS) 

rejecting commodities without traceable land origins. 

As a public governance solution, the reconstruction of the business model 

through the Social Forestry policy with the Jangka Benah scheme has proven capable 

of restructuring the key elements within the nine blocks of the Business Model 

Canvas (BMC). Overall, the integration of these policies provides an effective 

middle-ground approach to achieving smallholder oil palm governance that is 

regulatory-compliant, economically equitable, and environmentally sustainable in 

Central Kalimantan Province. 
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