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Abstract

This article aims to describe the institutional structuring strategy of independent smallholders in accelerating sustainable economic development, 
by taking the example of the cow-coconut integration system (SISKA) problem in Sialang Palas Village, Riau. The method used identified 
stakeholders related to SISKA; the stakeholder’s goals and interests, farmers’ social and institutional bases, and self-help farmer socio-economic 
networks. First, identification of various factors through strengths, weaknesses, opportunities, and threats (SWOT) analysis techniques. Second, 
through the Modern Political Economy analysis technique. Third, imparting knowledge and skills to the farmers and village officials through a 
collective learning process in utilizing natural resource waste and social resources. The results showed that the farmer management strategy in 
the reform era started by clustering the interests of farmers. The dynamics of structuring group relations between the chairman and members with 
farmers outside the group are the basis for strengthening the local ideology of independence in the future. This institutional structuring strategy 
that focuses on access to farm power in the village decision-making process encourages a more integrated work of farmer organizations. The 
analysis above shows that the independent smallholder institutional engineering through regulation, organization, and resources are determined 
by the farmer household economic factors and the application of the value of local wisdom. 
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developing countries (Zabid & Abidin, 2015). The supply 
of palm oil products is still a central issue in international 
trade. Due to the ever increasing requirement for edible 
oil and biofuels, currently there are over 30 countries that 
produce palm oil (Yuan, 2020). Indonesia and Malaysia are 
major suppliers, contributing around 85% of world palm 
oil (Arsyad, 2020). Indonesia, being the world leader in the 
production of crude palm oil, has been successful in serving 
the domestic and world market with palm products and palm 
derivatives (Sequiño & Magallon-Avenido, 2015). Energy 
is a vital ingredient to economic growth in these countries. 
Even energy production is a key determinant of economic 
growth (Long, 2020). There is a positive and statistically 
significant relationship between energy consumption and 
economic growth over a period of long time, which show that 
energy consumption contributes more to economic growth. 
Thus, the efficient use of energy is as important as energy 
consumption, which is regarded as an important indicator 
of economic development. US dollar happened to be the 
main currency for the pricing of crude oil in the international 
markets (Alam, 2020). Palm oil (Elaeis guineensis) is one 
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1.  Introduction

Palm oil industry plays an important role as a backbone 
to the economy of many country, especially in many 
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of the most important plants in the world because of its high 
productivity, and the oil produced has excellent functional 
properties (Nguyen & Do, 2020; Purnama et al., 2020).

Oil palm plantation policies in Riau, especially in the era 
of democratization and regional autonomy (OTDA), have 
been carried out massively and have significant implications 
for optimizing productivity, input markets, outputs, and 
institutionalizing social conflict management. Riau is an area 
that has the largest oil palm plantation in Indonesia. Data 
from various sources reveal that there are 2.7 million hectares 
of registered and 4,7 million hectare record land area for oil 
palm in Riau as of 2015. April 14, 2016 President instructed 
to put a moratorium on permits on lands for growing palm 
oil. In fact, the value product is only in fresh fruit bunches 
(FFB), while the optimization of land and by-products as 
grass, weeds, and waste have not been utilized. Meanwhile, 
social conflicts, land-use change, and peat forest fires have 
ebbed and flowed in Riau. This socio-political stability 
impacts the economy and empowerment of local, regional, 
and international communities. Some research explain that 
institutional conflicts of interest between farmers, business 
people, and the government (local) still occurs even though 
the intensity decreases in coloring the dynamics of farmer 
empowerment (Almasdi, 2013; Khairul, 2019; Chearyi & 
Jose, 2016; Gilbert, 2013; O’Hara & Clement, 2018). In 
Indonesia, under these conditions, a discourse has emerged 
from the Government to fulfill 90% of food from livestock 
through the SISKA program and the plantation replanting 
program.

As far as it can be seen, efforts to increase the productivity 
of sustainable palm oil and the management of stakeholders 
conflicts of interest are related to the public policy process. 
Therefore, this study aims to specifically apply and assess 
breakthrough models and institutional structuring and 
empowerment  strategies focusing on farmer groups. This 
model emphasizes cooperation between various parties, namely 
farmers, academics, local governments, and corporations. 
Cooperation between stakeholder through technical guidance 
and implementation of business management based on the 
ideology of community independence. This strategy is an 
answer to the challenges of poverty and increasing farming 
through institutional arrangements and empowerment of 
independent smallholders. This strategy is expected to 
impact farmers and society both academically and socially to 
accelerate the economic development of farmer households 
and the nation in the future. To examine this institutional 
system, implementing the SISKA program policy which 
is applied in the Sialang Palas self-help plantation, Riau, 
and the utilization of palm oil waste, cattle, and alternative 
livelihoods.

This farmer institutional issue has raised a local political-
economic phenomenon that is interesting to observe more 

deeply, and this encourages researchers to study farmer 
institutional strategies in accelerating economic development 
in Sialang Palas Village, Riau. With the guidance of the 
literature and political economy journal Jeffry A. Frieden, the 
researcher tries to identify institutions, interests, stakeholder 
preferences, empowerment, and stakeholder interactions 
with other informal institutions.

2.  Literature Review

Sayagyo’s (2005) research has become a classic work 
on institutions in rural areas in Indonesia. According to 
scientist Sayagyo in Soesatro (2005) states that participation 
is both a condition and a target in development. In line 
with Sayagyo’s work on Bates (1981), it is another classic 
work on community institutions in rural areas that was 
appointed to sharpen this research. This research examines 
the link between the policy process and the agricultural 
crisis in Africa. To explain this, Bates (1981) analyzes 
decision-makers with the assumption that public policies 
result from political struggles between institutional 
stakeholders. Bates (1981) points out the relationship 
between agricultural policies made by governments in Africa 
and the dynamics of relationships between institutions and 
interest groups in the political arena. The consumer and 
producer institutions in the city have a lot of influence over 
the political system. Meanwhile, groups that live in rural 
areas, especially small farmers, do not influence politics 
because they cannot organize themselves to take collective 
action. Bates’ (1981) study shows that agricultural policies 
result from political interactions between government and  
urban producers. However, what Sayagyo and Bates 
stated above can be understood through institutional 
conceptualization efforts.

Syahyuti (2012) conceptualized the notion of institutions 
and offered a new institutional approach. This researcher 
did a reconceptualization related to the concepts of 
“Institutional”, “Institution”, and “Organization”. According 
to Syahyuti (2012) mistakes often occur, namely equating 
the three concepts. According to Syahyuti (2012), before 
being recognized as formal organizations, farmers (planters) 
have organized themselves (self-organizing) in such a way 
as to be based on patron-client relations, kinship sentiment, 
territorial sentiment bases, or personal-based organizing. 
Syahyuti (2012) further explained that in running their 
agricultural business, farmers face an institutional framework 
that provides both limits and guidelines both in their position 
as an individual and in an organizational form. The main 
framework facing these farmers is government regulation 
and economic norms of the market.

For the Indonesian context, MacIntyre’s (1991) work 
deserves to be put forward to sharpen this institutional 
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description. MacIntyre’s (1991)  study basically rests on the 
explanation of “interest-group politics”. MacIntyre (1991) 
examines the politics of competition between institutions 
in Indonesia during the New Order Government (according 
to the author, it is still relevant to describe the post-ORBA 
SISKA pattern) which emphasizes institutional interactions 
in the policy process. Casson (2000) shows that oil palm is 
one of the most dynamic agricultural subsectors in Indonesia. 
The area of oil palm plantations increased from 106,000 
hectare in the late 1960s to 2.7 million hectare in 1997. This 
rapid growth of oil palm was driven by the economic policies 
of the pro-private Soeharto government from 1986 to 1996 
through low-interest loans in plantation development. Riau 
is seen as a “new” area for oil palm plantations with the 
fastest development in Indonesia.

Other references to Awang (2003) reinforce the above 
studies. According to Awang (2003), many people argue 
that failing to carry out development activities, especially 
development oriented towards community development, is 
because of weak institutions in the development process. 
Technically and financially, these development activities 
have almost no problems, but the achievement of success 
is still low. Awang (2003), Elizabeth (2007) researched 
strengthening and empowering farmer institutions to support 
the development of soybean agribusiness. According to 
Elizabeth (2007), institutions in rural areas were born to 
meet the social needs of their communities, They are not 
linear but there are individual needs of their community 
members, such as as physical needs, which needs a sense 
of security (safe), the need for social relationships (social 
affiliation), recognition (esteem), and development of 
recognition (self-actualization). The main benefit of an 
institution is to accommodate the needs of one side of the 
social life of the community, and as social control, so that 
everyone can regulate their behavior according to the will of 
the community.

Furthermore, a study conducted by Gunawan (2004) 
in evaluating the SISKA integration system development 
model in Bengkulu showed that livestock productivity, oil 
palm plantations, and farmers’ income in nucleus estates 
were higher than plasma plantations. Therefore, the SISKA 
model can be developed in oil palm plantations throughout 
Indonesia. Besides, the development of SISKA impacts 
improving the management of oil palm plantations and 
effective cattle management for increasing productivity.

Eko (2013) examines development and welfare in rural 
areas. According to Eko (2013), regional inclusiveness is 
largely determined by institutionalizing and empowering 
rural communities. Likewise & Tohari (2013) shows that 
the traps of popular and liberal democracy do not think 
about welfare issues. Therefore, we must get out of the 
trap of minimalist democracy and carry out empowerment.  

The empirical basis of Argraris society lies inland control, 
and it turns out that land tenure conflicts have a close 
relationship with democratic institutions.

The various studies above in principle summarize the 
issue of agricultural economic development. This research 
focuses on the institutional engineering strategy of farmers 
at the local level that uses the issue of SISKA policy in 
independent plantations as an entry point.

3.  Research Methods

This research uses the following methods: First, 
identification of various factors, the determining elements 
of implementing institutional models and empowerment 
strategies based on regional data and plantation institutions 
in Sialang Palas, Riau through strengths, weaknesses, 
opportunities, and threats SWOT) analysis techniques. Second, 
through the Modern Political Economy analysis technique, 
determining an empowerment strategy based on identification 
data: (1) The objectives and preferences of stakeholders related 
to implementing SISKA; (2) The socio-resource characteristics 
of farmer groups in Riau; (3) Facilities and infrastructure for 
the SISKA farmer groups; (4) The basis for institutions and 
policies related to the SISKA program. Third, imparting 
knowledge and skills to the farmers and village officials through 
a collective learning process in utilizing natural resource waste 
and social resources.

3.1.  Data Collection Technique 

For the needs of data analysis collected as secondary 
data, sourced from research reports, scientific journals, 
books, laws and regulations, the Riau POS newspaper, 
Riau Tribune, Kompas, location maps, brochures, leaflets, 
minutes of meetings related to SISKA, and internet website 
materials. Primary data sourced from this is focused on the 
results of in-depth interviews, Focus Group Discussions 
(FGD), observation, and documentation concerning the 
application of the model FGD. Observations were made by 
holding a SISKA program group meeting. These observations 
include cooperatives, farmer groups, farmer households,  
visits to plantation sites. This observation disseminates the 
values of cooperation, motivation, perception, and contains 
institutional characteristics and farmer empowerment. In this 
observation, the data were obtained as photos, field notes, 
meetings, and banner messages.

Furthermore, data was collected through interviews 
with interviewees at the village level who were aware of 
the relationship between the oil palm policy and the SISKA 
program. These interviewees are in three hamlets. The 
objectives of the interview were: first, to dig deeper into 
the empirical basis regarding the institutionalization and 
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empowerment of SISKA pattern farmers in Sialang Palas; 
second, to collect more complete data regarding the condition 
and situation of the internal and external determinants of 
the potential of oil palm plantations and SISKA; and third, 
to gain an understanding of how farmers and institutions 
organize themselves and collaborate with social and financial 
institutions.

Before selecting interviewees, it is necessary to prepare a 
temporary map of the SISKA program area and farmer groups. 
This research divides two categories of local institutions, namely 
government and non-government stakeholders. Government 
stakeholders at the district level such as Bappeda, Head of 
the Plantation Office. Non-government stakeholders, for 
example, the sub-district head, cooperatives, non-governmental 
organizations (NGOs), plantation companies, SISKA farmer 
groups, nucleus farmers, independent or plasma SISKA. These 
interviewees were selected based on their position or reputation 
at the local level as plantation business stakeholders.

3.2.  Data Analysis Techniques

The data collected is then analyzed using the Modern 
Political Economy approach which contains four steps 
as described by Frieden (1991). First, identifying the 
stakeholders and farmers in implementing the SISKA pattern 
policy in Riau regarding their goals and interests. Second, 
describe the preferences of each stakeholder regarding the 
oil palm plantation policies and SISKA which are applied 
in Riau. As it is known that people’s plantations have 
three main issues, namely; land, productivity, and the 
environment. In determining options for dealing with these 
issues, the stakeholders are portrayed as preferring a pattern 
that maximizes its benefits.

Third, directing how stakeholders  work together in 
organizing themselves to achieve collective business. 
Knowledge of business management is disseminated through 
farmer-breeder schools (such as the SPR which was started 
by Prof. Muladno-Faculty of Animal Husbandry IPB) to 
strengthen bargaining power against local governments in the 
framework of formulating the SISKA pattern policy in self-
help gardens. Within the agreed time, the farmer-breeders 
were presented with several materials related to business 
management and technical skills. This step aims to instill 
group cooperation and support in strengthening coalitions. 
Fourth, analyzing the factors that influence the efforts to 
realize the collective business of farmer-cattle breeders 
related to the SISKA program in interacting with other 
social institutions, group organizers, district, and provincial 
government agriculture-livestock programs. The learning 
material was delivered by PSN Institutional researchers, 
Penghulu, PPL, and community leaders.

4.  Results and Discussion

Palm oil farmers have a variety of interests and also 
diverse educational backgrounds. Before the reformation, 
the diversity of farmers’ social backgrounds was hidden 
from the surface. After the Reformation, this condition 
was revealed by farmers to be more open and dynamic. 
So that the government (local) must respond to consider 
these aspirations in the policy process. The potential for 
this diversity of social bases, if not organized within certain 
boundaries, can become a source of social tension. Therefore, 
efforts to democratize local politics are a shared imperative 
in local democratic schools.

Farmers are rational parties, these stakeholders seek to 
maximize their interests in various interests. To achieve 
these goals, farmers compete to invest their influence in the 
process of everyday social life. Success in achieving these 
goals is determined by the resource it has, for example, the 
level of education, experience in farming, land, production 
facilities, family consumption, and marketing. This primary 
condition impacts the high and low awareness of farmers in 
supporting oil palm development policies. Take the following 
examples of the education level and age of the farmers in 
Sialang Palas Village:

From the data above, the average level of education of 
farmers in Sialang Palas village is that they have graduated 
from elementary school and the average age is 15–55 
years. The social conditions of these farmers are relative in 
influencing the behavior of farmers. However, when viewed 
from the time they have been farming, general farmers are 
relatively new, namely < 3 years. This explains why farmers 
are structurally adaptive because farmers recognize the 
benefits and  support of social and customary institutions. As 
far as it is observed, the problem of returning the farmers is 
not just a matter of the farmer’s household economy. It is a 
matter of how these local values such as honesty, trust can be 
more implemented in behavior.

Trust and honesty are the main values in social relations. 
Social relationships based on mutual trust will ultimately 
result in the welfare of a person and group. Given the 
Malay community, the value of honesty will generate trust 
and bring justice and prosperity to individuals and groups. 
The problem is how local wisdom and social capital are 
structured in such a way, value revitalization as a basis 
for empowerment, especially for smallholders in facing 
the challenges and opportunities of the fourth generation 
industrial revolution, including the implementation of future 
government development programs. Figure data 3 and 4 
show the possibility of a means of applying local wisdom 
values that impact the welfare of smallholder oil palm 
farmers.
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Figure 2: Long Time Farmers Trying

Figure 1: Education Level of Sialang Palas Smallholder Oil Palm Farmers

Source: Research Data, 2019

Figure 3: Number of Family Dependents
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The next question is why do the farmers to some extent 
persist in being supportive of the oil palm development 
program, even though the level of education and skills, 
and experience in joining a farmer group is limited. This 
happened because the interviewees considered that other 
than production facilities, such as seeds, animal feed, and 
plantation land were still available. The collective village 
tradition on big days, for example facing holidays, new years 
and eating together often opens up a market for increasing 
needs. It’s just that, in deciding to meet the consumption 
market, the smallholders have not been institutionalized. 
To optimize collective work of farmers, it can be supported 
by the understanding and application of local values 
that are inherent in the community (Suardi, 1991:198). 
This expression shows that the principles of kinship and 
cooperation in the social system in Riau have long been 
rooted and can be used as a capitalization for smallholder oil 
palm farmer groups to maximize their interests in developing 
the local oil palm agro-industry.

The economic reasons for the farmer’s household, the 
number of family members of smallholder oil palm farmers 
borne by the farmers turned out to be a rational reason as 
answered by respondents in the interview. According to 
interviewees (whether or not they are members of a farmer 
group) that in meeting the needs of their close family, farmers 
often send their existing livestock production to this. This is 
possible because of the support of open marketing access.

Institutionally, as long as it can be observed that the 
analysis of support for the oil palm plantation policy above 
will survive if the social conditions of these farmers are 
balanced by the strengthening of implementing local values 
and government intervention (regional) as institutional 
guidance. This means that there is regulatory support (not 
only managing budgets), division of labor, and coordination 
between related institutions, and a focus of activities on 
empowering farmers in the program’s context. Until 2019, 

the coaching program had relatively been running but was 
only carried out by training college student with a frequency 
of 2 times a year through the farmer group approach. Based 
on data from farmer groups regarding the implementation 
of the guidance program by agricultural PPL, it can be seen 
from the following table:

Still, according to respondents, the pattern of utilization of 
agricultural waste and oil palm plantations has been running 
according to the existing potential. Agricultural waste is used 
to meet animal feed. The agricultural waste used by farmers, 
especially those who are members of farmer groups, are rice 
straw, corn straw and sweet potato straw.

For example, take the cattle feed system by grazing on oil 
palm plantations. Independent farmers make use of oil palm 
leaves, grass, weeds available on oil palm plantations. Farmers 
release their cattle during the day, and at night the cattle are 
in pens. From the information of respondents in this research, 
the livestock-oil palm integration policy has been running by 
utilizing feed available on oil palm plantations. However, this 
research fact has not explained the respondent’s answer to the 
use of technology in using waste for animal feed. According 
to respondents, the pattern of utilization of agricultural waste 
above have not taken advantage of technology. Therefore, 
the power and utilization of agricultural waste are not yet 
optimal. This condition explains why the development and 
implementation of policies by the government, (Regional) 
can be said to be not optimal. The optimization of coaching 
is very much determined by collective work between various 
parties, and the collective learning model is the institutional 
model and strategy use in the cattle’s implementation- oil 
palm integration system. The acceleration of local economic 
development is determined by the institutional system and 
strategies for empowering independent smallholders in the 
cow-oil palm integration pattern. In more detail, the pattern 
of utilization of agricultural waste for cattle feed can be seen 
in the following table:

Figure 4: Is There Coaching
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4.1.  Interest of Local Stakeholders

In the context of structuring the institutional social 
structure of oil palm farmers in Sialang Palas village, 
the local wisdom democracy school, is actually nothing 
but imagined as a real effort to answer the challenges of 
social realities, especially smallholder oil palm farmers 
in the future. So that the effort to identify the interests of 
stakeholders with an interest becomes a mutual imperative. 
The interests of the parties in formulating a democratic 
school of local wisdom can be grouped the elites who are 
supportive, rejecting, and accepting on policy terms. The 
identification of these stakeholders is: First, a support group 
represented by the Regent, the Livestock Service Office, 
the Regional Development Planning Agency (Bappeda), the 
District Government, the Village Government, and Field 
Agricultural Extension (PPL). The stakeholders during this 
reform period, fighting for control over oil palm policy and 
individually or in an institutional manner, for example, relied 
not only on the assumption of pursuing foreign exchange but 
were also motivated to pursue the prosperity of the peasant 
community after the economic crisis, as revealed by one 
interviewees. 

According to the district government, oil palm plantations 
are a potential area that must be managed. However, the 
potential of this oil palm plantation has not been fully 
optimized by both the community and the government itself. 
So far, the only products that have value are fruit bunches, 
while the grass, fronds, and leaves are still wasted. Therefore, 
the District Government has implemented various regulations 
to optimize the potential of oil palm plantations in Riau. To 
support the district head’s policy, the local wisdom-based 
democratic school model.

According to the interviewees, various programs and 
activities related to oil palm plantations in Sialang Palas 
village were always well received by the community. The 
social capital of oil palm plantation policy in oil palm 
plantations is managed so that by-products, especially 
fronds, can be available throughout the day for cow feed 
which controls grass/weeds around oil palm plantations, 
transporting oil palm fruit, and producing manure as organic 
fertilizer and biogas. For the district government, the SISKA 
program is one effort to accelerate beef self-sufficiency 
besides increasing local revenue (PAD). Efforts for the 
welfare of the community are the focus of the government, 
which utilizes local potential.

Figure 5: Types of Waste

Table 1: Players/stakeholder, Interests, and Regency Government Regulations, Siak 2017

No Stakeholder Interest Regulation

1 District government Farmer Welfare Regent Regulations and Kadis Regulations
2 DPRD Budget’s utilization Budget Supervision
3 Farmers Additional Member’s Income Empowerment
4 Petani Farmer Cow Seeds, Additional income, feed, Marketing 

and extension
Caring for Livestock
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Second, the group accepted on the condition that it was 
represented by the Rohul Regional People’s Representative 
Council (DPRD). DPRD actually has enormous political 
power as a representation of all the people chosen through 
the Legislative General Election (Pemilu). The sovereignty 
of the local community was strengthened after implementing 
decentralization. For stakeholders who accept the condition 
that the palm oil policy believes that implementing this 
program, supervision is needed by the DPRD. According to 
this volunteer/advisor, the DPRD carries out supervision at 
the budgeting and distribution stages, while redistribution 
carried out by the government is no longer the domain of 
DPRD. Therefore, oil palm plantation programs and activities 
are sustainable or relay in nature, it is better if the Fisheries 
and Animal Husbandry Office add a field supervisor team to 
monitor livestock at the lowest level so that later distributed 
livestock are not misused.

Third, the contra group is represented by local figures. 
After the reformation, the local elites were increasingly 
critical, open, and firm in voicing their demands for the 
public. The leaders before the reform could not convey 
their inspiration. After Reformation, these elites became 
open and loud to convey their demands. The direct interests 
of these local figures are not as clear as one volunteer/
advisor put it. Meanwhile, the indirect interest is only 
normative, namely forming a public opinion regarding 
the rights of local communities that have been inherited 
from generation to generation. Groups that reject the cow-
oil palm integration policy have a very high commitment 
to the region, for example, fighting for the customary 
rights of local communities not to be violated in opening 
plantations.

The number of stakeholders who exert influence in 
the palm oil policy process in Sialang Palas differs on 
the institutional basis, interests, and political resources 
of each group. Each group of stakeholders strive to 
achieve their political goals and preferences. Therefore, 
competition between stakeholders occurs not only 
between groups, for example, groups that support and 
reject but also occur in groups that both support or reject 
the oil palm plantation policy. This figure has followed 
closely every issue of plantation development since it 
was opened until today.

4.2.  Preferences of Stakeholders

In applying the palm oil policy, the self-help pattern, 
local stakeholders have several economic and political 
considerations. According to interviewees, the consideration 
of bureaucrats, in this case, was ambiguous, especially 
after implementing the decentralization policy and 

the Otda policy. Institutionally, during the new order 
government era, they pursued more foreign exchange and 
productivity. In the reformation era, aside from foreign 
exchange and productivity, it also seeks to catch up on how 
government (regional) programs can improve the welfare 
of the community, especially independent pattern farmers. 
According to bureaucratic volunteer/advisors, government 
programs (Dearah) is one effort to accelerate self-sufficiency 
programs. Regional Original Income (PAD). Efforts to 
improve the welfare of the community are the focus of the 
government, which utilizes local potential and organizes 
institutions and empowers farmers, especially self-help 
patterns.

Besides, independent smallholders have interests in the 
“input-market” and “the consumption market”, while the 
“output market” is already very open. Farmers’ input market 
is cow seed and plantation land. Because through livestock 
breeds and area of land, it is hoped that it can increase the 
income of the farmer’s family, whether they are members 
of the farmer  group. According to the farmers, the oil palm 
program has increased the income of the farmer family, 
although to a certain extent it is still not optimal. As an 
example, an illustration of the contribution of the cow-oil 
palm integration program to the average household income 
of farmers is IDR 20,000,000/year. Before implementing 
this program, only an average of IDR 10,000,000/year. The 
contribution to the amount of income is of course determined 
by the number of cattle and the prevailing price (Anwar, 
2017). Besides, the idea of a democratic school based on 
Pancasila values and local wisdom must continue to be 
socialized until an adult.

Figure 6: Farmers’ Institutional Engineering Strategy

Source: Anwar, (2019, 2020)
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5.  Conclusion

By referring to the questions planned in the introduction 
as a guide, the authors can draw the following conclusions 
from this study: The analysis above shows that the questions 
of independent smallholder institutional engineering through 
regulation, organization, and resources are determined by the 
farmer household economic factors and the application of the 
value of local wisdom. What’s interesting about this study is 
that the economic factor of smallholder oil palm  farmers 
is not the only factor in determining farmers’ attitudes in 
making individual and group decisions. The values of local 
wisdom that have long existed in the social system in Riau 
can be a breakthrough in leveraging the welfare of farmers 
in the future. Pancasila democratic values and local wisdom 
are the future of smallholder oil palm farmers. What is 
described in this article is not final, so futher research is 
highly recommended. 
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