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Abstract

This paper focuses on foreign and domestic palm oil investment promotion strategies in
Dumai, Indonesia, to assess the sustainable development investment climate.
Exploratory qualitative research is conducted with a case study to examine the foreign
and domestic oil palm investment climate. The researchers employed NVivo 12 Plus
software and the Biblioshiny application to collect, analyse and visualise bibliometric
data. The research indicates that the Dumai government has pursued a strategy to
stabilise the foreign and domestic palm oil investment climate by conducting
promotions abroad and domestically. The conclusions show that the oil palm investment
climate has been unable to positively contribute to economic, social and environmental
growth in sustainable development in Dumai. Positive impacts of oil palm investment
include offering livelihoods, creating new jobs and increasing local revenue. This
research aids the government of Dumai in improving the global palm oil sustainable
development investment climate.
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Introduction

The global economy greatly affects businesses facing various challenges in a
competitive economy (Garcia-Quevedo et al., 2020; Prasanna et al, 2019). The
development of information and communication technology has brought about major
global changes in various economic and social sectors, including the palm oil industry
(Lim et al., 2021; Teng et al., 2020). Global conditions and technological sophistication
have had a considerable impact on today’s business environment (Kano et al., 2020;
Litvinenko, 2020; Shahzad et al, 2022). In an intensely competitive business
environment, it is challenging for businesses to exploit opportunities and maintain their
position for the long term (Klein & Todesco, 2021). To maintain a competitive advantage,
industries must have a strong strategy to navigate the business technology environment
(Klein & Todesco, 2021; Kottika et al., 2020). This competitive imperative derives from
the magnitude of competition in today’s global era of rapidly developing technology and
information (Munirathinam, 2020; Troise et al., 2022). This competitive environment
drives companies to substantially change production, marketing, consumer and human
resource management (Sima et al,, 2020).

Globalisation has changed many industries (Miller et al., 2022), including palm oil
in Dumai, Indonesia. The government’s initiatives for domestic and foreign investments
in palm oil for sustainable development in Dumai are the subject of this study. As previous
research shows, palm oil is a remarkable and significant product - one of the largest
plantation industries in Southeast Asia (Naidu & Moorthy, 2021; Teng et al., 2020).
Santika et al. (2019) showed that oil palm can boost the community’s economy, thereby
reducing the socioeconomic gap in the local community. Indonesia has many oil palm
plantations in comparison with other countries such as Malaysia, Nigeria, Thailand and
Colombia. Although Indonesia has been developing palm oil since 1980, many problems
remain regarding investment in the sector, such as fluctuating annual investment
realisation (Chrisendo et al., 2021; Yuliani et al., 2020).

The government of Dumai is working on the potential of the palm oil sector to
attract both foreign and domestic investment (Goh et al., 2016; Yuslaini, Suwaryo, et al,,
2023). Dumai is strategically positioned to support import and export activities of
domestic and foreign products. The city also offers business prospects, such as the
establishment of an international free trade zone (Abidin et al, 2023). With many
industries developing, Dumai has become a city of petroleum management and crude
palm oil processing (Purnomo et al., 2019).

Indonesia is a developing country in Southeast Asia that suffers from many of the
same issues as other emerging nations (Deng et al, 2020). Dumai must embrace
initiatives to accelerate development to match advanced economies in the world (Berawi
et al, 2021). Economic, social and environmental growth is needed in Indonesia,
especially in Dumai, which can be aided by measures such as investment policy planning
based on the potential of each region from a local, national and international perspective
(Miller & Tonoto, 2023; Syahza & Asmit, 2019).
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Regarding investment realisation, Dumai was ranked first in 2023 in the Sumatra
region of Indonesia with a realisation amount of 12.75 trillion rupiah. The realisation of
foreign and domestic investment in Dumai can be seen in Table 1.

Table 1. Realisation of Foreign and Domestic Investment in Riau Province in 2023
Source: Processed by Authors (2023)

Foreign and Domestic Investment in Rupiah

Province Project Investment (Rp)
Riau 2,714 23,771,382,148,139
Sumatera Utara 2,843 10,894,327,716,181
Sumatera Selatan 4,655 10,259,461,276,000
Kepulauan Riau 3,660 7,032,671,375,701
Kepulauan Bangka Belitung 3,566 4,759,338,387,206
Aceh 992 3,296,988,833,495
Lampung 767 3,209,428,571,141
Jambi 1,471 3,051,013,240,261
Lampung 1,747 2,752,528,044,003
Sumatera Barat 1,254 1,279,598,929,894

Table 1 shows that Riau Province’s investment realisation is ranked first, with an
investment amount of 23.8 trillion rupiah for a domestic and foreign investment
realisation of US$372,028.80. With its significant realisation of investment, Dumai has
consistently applied the principle of sustainable development for its oil palm plantations
because oil palm not only represents an upstream investment but also a significant
downstream source of revenues. Oil palm investment nationally and internationally
contributes to the government and the people of Indonesia as well as the global economy
(Nesadurai, 2019; Pramudya et al., 2022).

As one of the industrial cities in Riau Province, Dumai City is inseparable from the
palm oil industry, which is downstream of palm oil investment. Table 2 suggests Dumai
City is attractive for investment, particularly for the palm oil industry.

Overall planning and real investment are needed to strengthen the government of
Dumai’s strategy for developing investment in the palm oil industry. Promotion is crucial
given the enthusiasm of both foreign and domestic investors for the development of the
palm oil industry (Brandao et al,, 2021; Jacobsen & Johnsen, 2020). In addition, the
arrangement of the map of potential markets is a crucial aspect that cannot be separated
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from the promotion programme. Although palm oil is the main focus and destination of
investments, Dumai has other potential markets that ideally can be explored, developed
and maximised by the government of Dumai through promotional programmes. Other
examples of plantation investment opportunities include areca nut, pineapple farming,
fisheries investments - including canning fish nuggets - and others. However, palm oil
investment is still the iconic investment both now and in the future globally (Chapman et
al,, 2022; Gills & Morgan, 2022; Lusiana et al., 2023). Downstream businesses from palm
oil investments include sectors such as crude palm oil, margarine, biodiesel, soap and
others (Falatehan & Setiawan, 2020). These revenue sources are factors investors
consider when choosing suitable investments in Dumai.

Table 2. Investment and Labour Absorption in Dumai City in 2023
Source: Processed by Authors (2023)

Regency/City Project Domestic Investment

Investment (Rp) Indonesian Workers  Foreign Workers

Dumai 76 3,270,887,900,000 305 1

Siak 78 2,592,474,200,000 1,816 -
Indragiri Hilir 72 2,153,775,700,000 2,222 1
Indragiri Hulu 69 1,916,065,800,000 237 -
Rokan Hulu 58 1,086,709,000,000 1,800 -
Pekanbaru 512 1,071,147,000,000 813 -
Pelalawan 68 924,096,500,000 237 -
Kampar 213 790,776,200,000 340 2
Kuantan Singingi 18 328,030,500,000 14 -
Bengkalis 123 199,418,400,000 133 -
Rokan Hilir 28 131,185,600,000 1,787 -
Kepulauan Meranti 8 16,220,300,000 3 -

Oil palm plantations are a promising investment both now and in the future.
Safriyana et al. (2021) found that the development of oil palm plantations in Riau
Province, Indonesia, is extensive because oil palm is a superior plantation commodity.
Research by Zhang et al. (2020) showed that oil palm farms in Riau Province have a
variety of effects on the local economy, particularly in terms of job creation. In Dumai,
this development may also have a cascading effect that widens the distribution of power.

Previous research has discussed many developments in palm oil, including
downstream sectors of the palm oil industry (Pye, 2019; Septiarini et al., 2021). This
study employs novel techniques using the Biblioshiny application to analyse topics
examined by previous researchers and their countries of origin, as well as keywords used
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in previous studies (Le Thi Thu et al,, 2021). The Scopus database was used for data
collection to identify relevant research topics and assess the development of research.
The Scopus search was conducted in October 2023, with the keywords ‘Development
AND Sustainability AND Palm Oil AND Investment'. This research forms the foundation
of this study focusing on foreign and domestic palm oil investment promotion
programmes of the government of Dumai. The data obtained with the search keywords
referred found 26 articles, which analysed facts and sources from the Biblioshiny
application. The authors’ contributions can be seen in Figure 1.

Co-occurrence Network ° o @ =
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Network | Oveday  Teble  Degree Plol
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Figure 1. Co-Occurrence Network
Source: Processed through Biblioshiny application from Scopus database (2023)

As seen in Figure 1, the researcher used the Co-Occurrence Network on the Scopus
database to undertake research on themes linked to the sustainable development of palm
oil. Using 26 data points, Biblioshiny software’s research mapping revealed that
sustainable oil palm production remains uncommon, particularly in studies carried out
in Dumai. Five key trending issues include (1), the petroleum industry, (2), the economy,
(3), investment, (4), sustainable development, and (5) palm oil. To our best knowledge,
no one has examined the Indonesian government’s strategy in foreign and domestic palm
oil investment. Researchers have conducted studies because challenges related to
sustainable development are still being faced today, as seen by the pattern of prior
studies published with themes based on the mapping in Figure 1.

This study examines the government’s strategy for increasing foreign and domestic
palm oil investment in Dumai with a view toward sustainable development. The
realisation of foreign and domestic palm oil investment remains unstable. The Indonesian
administration of Dumai intends to bolster investment in the palm oil industry through
both domestic and international promotional measures. To understand this issue, the
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researcher has crafted a theoretical definition of a promotion programme to empirically
test oil palm investment in Dumai. The research questions include RQ1, ‘What is the
strategy of the government of Dumai to increase foreign and domestic oil palm
investment for sustainable development?’ and RQ 2, ‘What is the foreign and domestic oil
palm investment climate in Dumai?’.

The results of this research can inform Dumai government policies for carrying out
foreign and domestic palm oil investment promotion strategies for sustainable
development. This study also provides input to the government, particularly at the
investment office, and one-stop, integrated services for strategies creating a conducive
investment climate.

Research Methods

This research examines the Dumai government’s strategy to stimulate foreign and
domestic investment in sustainable oil palm development. Dumai was selected for the
study location because of its strategic location on the border of Malaysia and Singapore,
which has the busiest shipping in the world. The study uses a qualitative method with an
exploratory approach (Creswell et al., 2007; Gallagher & Savage, 2023; McGowan et al,,
2020). The purpose of this research is to produce in-depth findings that describe actual
circumstances that cannot be measured by numbers. The study obtained qualitative data
analysis results using NVivo 12 Plus software (Allsop et al., 2022).

Document Study
1. Coding
2. Data Analysis

Data Collection Observation Data

1. Import Data 1. Coding

2. Process Data 2. Data Analysis

3. Project Map

3. Categorise Data 3. Data Visualisation . . L
4. Data Visualisation

Figure 2. Co-Occurrence Network
Source: Processed by Authors (2023)

This research also uses the Biblioshiny application, which is a web-based
application specifically designed for bibliometric analysis. The application was created to
make it easier for researchers to analyse scientific literature, providing various tools and
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features that can be used to collect, analyse and visualise bibliometric data. The
researchers chose this method because the relevant data is usually secondary data, such
as government websites, electronic documents, statistical data and digital reports on the
Dumai palm oil sector. This study examines government strategies for foreign and
domestic investment in sustainable oil palm development in Dumai plantations.
Secondary data processed consisted of electronic documents, reports, government
websites, palm oil investment statistics, various studies and social media trends related
to foreign and domestic palm oil investment.

Data were obtained through field observations, a literature review (Pranckuté,
2021) and examining documentation to obtain information. Data researched include the
amount of money invested in oil palm in Dumai both locally and internationally. The
following section describes our procedures for gathering qualitative data.

As shown in Figure 2, we used qualitative methods to analyse data using NVivo 12
Plus software (Allsop et al,, 2022). We categorised the research concept into three areas.
(1) The process of gathering and examining as much information as may be immediately
viewed and recorded as possible is known as data collection. This type of data is
numerical. (2) The process of gathering research data through field observations of actual
events and circumstances is known as data observation. (3) A technique for gathering
data is called a documentation study, involving looking through documents to find
information about the issue being researched. In this research method, there are
shortcomings and weaknesses of qualitative research, namely that it is too subjective,
depending on the character of the researcher. To address this shortcoming, researchers
triangulate their data and methods. The veracity of the data is also double-checked, and
the appropriateness of the chosen methodologies is examined.

economic and social effects

petroleum iIIdIISlI’V

licy analysis oil industry
SIISlauiiiaﬁiliml BI\llgllllmlllelll
biomass; = f‘ T = ma avsm
30323 utifization e"'“ents n“)gas mvestmem

‘ = supply chains
°""".‘::.“:::::|||\leSlmeI|[S e
snaic; @ CONOMICS ==

renewable energies enerygy policy veveloping countries
palm oil mill effluents

Figure 3. Word Cloud on Growth of Sustainable Investment in Indonesian Palm Oil
Source: Analysis Using NVivo 12 Plus (2023)

Qualitative data represents information that is analysed and obtained through clear,
interactive data analysis techniques (Cassell & Bishop, 2019). Data presentation, data
verification and conclusion-drawing provide an explanation of the stages involved in
technical and interactive analysis. The NVivo 12 Plus program was used to assess and
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identify research topics related to domestic and foreign palm oil investment in
sustainable development, as illustrated in Figure 3.

Using data shown in Figure 3, this research (1) analysed whether oil palm is
sustainable in Dumai, (2) derived fundamental conclusions about local and international
investment in palm oil drawn from the data findings, and (3) conducted analysis based
on the goals of the study after making deductions. The researcher triangulated data,
verified the applicability of the approach and examined the data’s veracity.

This research discusses the concept of investment strategies for the palm oil
industry to examine foreign and domestic investment issues, such as environmentally
friendly technology financing for sustainability programmes, relevant friendly
technology financing regulations and social and environmental interests.

Results and Discussion

One of the government’s strategies for increasing domestic and foreign investment
is through promotional programmes at home and abroad (Luo et al., 2010; Osano, 2019;
Zhan & Santos-Paulino, 2021). Promotion is decisive in addition to acting as the main
corridor providing clarity of information related to potential investment opportunities
for investors or business actors (Azubuike et al, 2023; Schachenhofer et al., 2023;
Yuslaini, Sumadinata, et al, 2023). It is certain that one of the basic foundations in
boosting investment progress is through an innovative promotional agenda and
sustainable development targeting investors both outside and within the country.
Development in Dumai would inevitably slow in the absence of ongoing promotion as the
general public is unaware of the extent of possible investment opportunities in the city.
Dumai City has many investment opportunities, particularly in the palm oil industry, and
promotion programmes are essential to attract investors both at home and abroad so
they can increase investment realisation, particularly for palm oil.

As Evans and French (2021) observed, ‘promotion’ is any form of communication
used to inform, persuade and remind the target market about products produced by
organisations, individuals or households. This definition is reinforced by Lahtinen et al.

L e (2020), who remarked that promotion is one of the variables in the marketing mix that is

vital for companies or organisations to implement when marketing service products.
Promotional activities not only function as a means of communication between
companies and consumers but also as a tool to influence consumers in purchasing or
using services according to their wants and needs. Investment in Dumai is attractive to
investors. If the Dumai government can maximise this appetite, there are also many other
opportunities apart from the palm oil industry that are no less attractive to investors.
Researchers have also elaborated on the investment implementation control
programme. Control of the implementation of investments is under the authority of the
city region, which is carried out through the activities of coordinating and synchronising
(1) the monitoring of investment implementation, (2) guidance on investment
implementation, and (3) the supervision of investment implementation.
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Investment promotion must be conducted to mobilise a business climate conducive
to investment, thereby improving the national and international economy and increasing
investment in the short and long term (Su et al,, 2021; Zhan & Santos-Paulino, 2021). In
the context of government, an investment promotion strategy not only includes local
regulations but also various tools to promote investment in the region as well as
investment targets a region wants to achieve in a specified period (Mayer, 2021; Song et
al,, 2021). Regarding the above description and aligned with Forestier and Kim (2020),
government strategy can be viewed as a pattern of goals, policies, programmes of action,
decisions or resource allocations that define how the organisation functions, what it does
and why it does it. The preparation of government strategies considers the goals and
objectives to be achieved in the future. Additionally, an organisation interacts with the
environment where the government strategy will be implemented, ensuring the strategy
does not conflict but is in line and in accordance with environmental conditions. The
organisation also examines internal and external capabilities, including the strengths and
weaknesses of the organisation (Awang et al., 2021; Desouza et al., 2020; Fatmawati et
al,, 2022). From this explanation, government strategy is an expansion of the mission to
bridge the organisation with its environment (Frondizi et al., 2019; Gong et al., 2020).
Government strategy in general can fail when organisations lack consistency between
what they say and what they do (Prianto et al., 2021; Semieniuk et al., 2021).
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Figure 4. Government Promotional Strategies for Palm Oil Investment
Source: Analysis Using NVivo 12 Plus (2023)

The government has a part in spurring foreign and domestic palm oil investment.
For Dumai City, the most important role for the realisation of investments is holding expo
programmes both domestically and abroad. Expos are a form of promotional strategy for
Dumai to attract foreign and domestic palm oil investment, for example, the Riau Expo,
Dumai Expo and visits to other provinces, such as West Java. Overseas visits have also
been conducted to neighbouring Malaysia, Brunei Darussalam, Singapore and Middle
Eastern countries with the aim of increasing investment in Dumai. This activity is carried
out annually.

urnal of Contegl orary Governance and Public Policy . ) 7?
Zl tur Page 13 of 20 - Intedrity Submission Submission ID trn:oid:::3618:128200408



z'l_.l turnitin Page 14 of 20 - Integrity Submission Submission ID _ trn:oid:::3618:128200408

This paper examines effects of the Dumai government'’s strategy for investing in the
sustainable growth of both domestic and imported palm oil through both internal and
international promotion efforts. Without promotion, investors will not know the
potential that exists in Dumai to increase sustainable development in the palm oil sector.
The government’s commitment to the development of a sustainable palm oil industry is
vital and must be supported by adequate human resources. As revealed in Table 3, the
investment climate for sustainable oil palm development in Dumai remains fluctuating

each year.
Table 3. Investment and Labour Absorption in Dumai City in 2023
Source: Processed by Authors (2023)
Type Quarter I Quarter II Quarter III Quarter IV Total

Domestic  Rp 1,359,582,300,000 Rp 1,261,874,300,000 Rp 2,365,122.000,000 Rp 2,130,526,900,000 Rp 7,117,105,500,000.00
$309,279,000 $61,882,500 $13,822,000 $20,863,200 $405,846,700
Rp 4,453,617,600,000 Rp 891,108,000,000 Rp 199,036,800,000 Rp 300,430,080,000 Rp 5,844,192,480,000

Foreign

Total Rp 5,813,199,900,000 Rp 2,152,982,300,000 Rp 2,564,158,800,000 Rp 2,430,956,980,000 Rp 12,961,297,980,000

Table 3 shows that the climate for foreign and domestic investment fluctuates
annually. Ideally, investment realisation should rise to keep the business climate in
Dumai conducive for investment. Regarding aspects of sustainable development, such as
social, economic and environmental improvements in the community, the investment
climate has a positive impact on socioeconomic development. For example, the
absorption of local labour is an output from incoming investment in Dumai. The
promotion of foreign and domestic palm oil investment improves welfare and national
resilience in the economic and social fields of society through sustainable development.

The labour absorption ratio is the ratio between labour working in foreign and
domestic companies. In Dumai, the labour absorption ratio has varied. Companies do not
reflect a high number of workers because large companies absorb many workers while
small companies have little absorption. Table 4 shows data on the number of foreign and
domestic workers in the city of Dumai.

Table 4. Number Of Foreign And Domestic Workers in Dumai City in 2023
Source: Processed by Authors (2023)

Year Foreign Workers Domestic Labour Percentage
2018 410 619 9.57%
2019 7 6 14.18%

The labour absorption ratios in 2018 and 2019 were 9.57% and 14.18%,
respectively. These ratios demonstrate that investments in palm oil in Dumai do not
contribute to sustainable development objectives, such as enhancing the socioeconomic
environment. Based on existing laws in Indonesia, such as the mandatory Indonesian
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Sustainable Palm Oil (ISPO) certification, which serves as a guide for the application of
sustainable palm oil made and developed in accordance with Indonesian laws, the
sustainably developed palm oil industry in Indonesia is commercially viable as well as
socially and environmentally friendly. Sustainable palm oil is essential to national
development goals, according to ISPO and in accordance with the mandate of the
Indonesian State Constitution in Law Number 1945 article 33 father (4) and Law Number
32 of 2009 Concerning the Environment Article 1, Point (3). As stipulated in Presidential
Regulation No. 44/2020, the strengthening of palm oil development will advance with
two items, namely the implementation of sustainable development with the existence of
ISPO and the enforcement of regulations to improve the quality and productivity of oil
palm from start to finish, and a balanced approach to social, economic and environmental
aspects.

Based on the research that has been conducted in light of the limitations of the study
previously described, we suggest that further research is needed. First, future
researchers should further examine what strategies must be added to increase foreign
and domestic palm oil investment. Second, researchers should discuss the positive and
negative impacts of palm oil investment on society regarding sustainable development.

Conclusion

The strategy of the government of Dumai is to conduct promotions both at home
and abroad to increase investment in sustainable oil palm development, for example,
participating in the Dumai Expo, Riau Expo and Indonesia Expo activities. In addition, the
government of Dumai promotes abroad, such as to neighbouring Malaysia, Singapore,
Brunei Darussalam, the European continent and the Middle East. With both abroad and
domestic promotion, investment will increase. Promotion is the first step in carrying out
a strategy to create a conducive investment climate for sustainable development because
the increase in investment is believed to be able to boost the economy, social society, but
the reality in the field shows that investment is still fluctuating every year and is directly
proportional to the absorption of a small workforce, and has less impact on society as in
the absorption of local and national labour, while absorbing more labour from abroad.
The form of sustainable development is viewed from the economic, social and
environmental aspects. Regarding environmental aspects such as the ISPO, which is a
form of government regulation to support foreign and domestic palm oil investment in
Dumai. Various strategies have been carried out by the government of Dumai to stabilise
the investment climate, but the strategies are still not well realised to create sustainable
development.

This research is not free from limitations; for instance, only the strategies of the
government of Dumai regarding foreign and domestic investment in sustainable
development are discussed. Promotion carried out by the government of Dumai still lacks
city funding. Nevertheless, this study attempted to gather relevant information and
policies to support this research, so that the findings are still objective and able to find
new findings.
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