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Introduction: This study examines how fluctuations in the palm oil industry

a�ect the social and economic vulnerability of urban communities in the Global

South, with a particular focus on Dumai City, Indonesia—a palm oil industrial hub

striving to achieve sustainable development. Dumai is a major hub for palm oil

downstreaming, which produces various commodities such as cosmetics, edible

oil, margarine, butter, soap, shampoo, biodiesel, and detergent. As Riau Province

ranks first nationally in oil palm plantation area, it serves as a critical region for

analyzing these fluctuations and their socio-economic consequences.

Methods: This research employs an exploratory qualitative approach to

investigate the impact of investment fluctuations in the palm oil industry.

Data analysis is conducted using Nvivo 12 Plus software, enabling systematic

categorization and interpretation of qualitative data.

Results: The findings indicate that fluctuations in investment realization—both

Foreign Direct Investment (FDI) and Domestic Investment (DI)—significantly

impact economic growth, Gross Regional Domestic Product (GRDP), and

employment opportunities in Dumai. The investment climate remains unstable,

a�ecting the city’s ability to sustain long-term economic resilience.

Discussion and conclusion: The study concludes that industrial investment in

Dumai has not yet reached its full potential, leading to persistent economic

uncertainty and employment challenges. To ensure socio-economic stability

and long-term industrial sustainability, government policies and strategic

interventions are essential to enhance investment in the palm oil industry. This

study contributes to the Dumai City Government by providing insights into

policy development for sustainable industrial growth and economic resilience.

It underscores Dumai’s role as one of the leading palm oil industrial cities in the

Global South, highlighting the need for improved governance to navigate market

fluctuations e�ectively.
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1 Introduction

Palm oil remains a profitable and high-value commodity for communities in the
Global South, particularly in Dumai City, Riau, Indonesia. Changes in the land area of each
commodity have also affected the amount of production of these commodities. Farmers
currently sell various plantation goods in exchange for palm oil in the form of fresh fruit
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bunches (FFB), as the palm oil industry in Dumai City still
produces palm oil primarily from raw materials. Several Palm
Oil commodities provide fresh investing opportunities thanks to
commodity realities (Bahruddin Macdonald et al., 2024; Lugo-
Arias et al., 2024; Pacheco et al., 2020; Petri et al., 2023). Several
derivatives or downstream of Palm Oil is one of the biggest
investment opportunities in Dumai City, currently CPO as the
main production of PKS is over supply to the world market, so
the price of CPO in Indonesia tends to fluctuate and is highly
dependent on the economic conditions of importers (Arsyad et al.,
2020; Go and Lau, 2024; Jeong et al., 2023; Syahza and Asmit, 2020).

The palm oil industry provides employment to millions of
people and plays a significant role in the nation’s Gross Domestic
Product (GDP), making it one of the most important economic
sectors in Indonesia. With much land allocated specifically for oil
palm, Riau Province is considered the center of Indonesia’s oil
palm plantations. Amidst Riau’s dominance in the industry, Dumai
has emerged as an important and indispensable center for the
production and processing of palm oil derivative products.

Dumai City is very important for the palm oil industry due to
its strategic location on the east coast of Sumatra. Dumai is the
export center for crude palm oil (CPO) and its derivatives to the
international market thanks to its important deep-sea port. The
area has many oil palm plantations, as well as major investments
in the construction of palm oil processing plants (PKS), refineries,
and oleochemical plants. These facilities have transformed Dumai
from a mere agricultural area into an integrated industrial center
that can process fresh fruit bunches (FFB) into various value-added
products, such as biofuel, margarine, cooking oil, and soap.

The palm oil industry has a significant economic impact on
Dumai City. Starting from palm oil farmers, factory workers,
to the logistics and transportation sectors, thousands of direct
and indirect jobs have been created. With local taxes, levies,
and multiplier effects generated by large economic activities, this
industry also contributes greatly to Dumai City’s Original Regional
Income. The development of Dumai’s downstream palm oil
industry has also increased the diversification of the local economy,
reduced dependence on crude CPO exports, and increased the
added value of products before they are exported.

However, despite Dumai’s rapid economic development,
the palm oil industry also faces many problems. To address
sustainability issues such as deforestation, waste management,
and land conflicts, a broad approach is needed. In addition,
fluctuations in commodity prices around the world can impact
a country’s economic stability. As a result, to create a more
inclusive and sustainable development strategy in the future, it is
imperative to conduct a comprehensive study of the dynamics of
the palm oil industry in Dumai City, covering economic, social, and
environmental aspects.

This condition also provides opportunities for investors and
business people both from within and outside the country to
continue the CPO business to its derivative products such as
cosmetics, edible oil, margarine, jam, soap, shampoo, biodiesel,
detergent and others (Baka et al., 2024; Deser et al., 2020; Hoang
et al., 2021; Snashall and Poulos, 2023). Dumai City is home to
a sizable 38,665,500 hectare palm oil plantation. Currently, palm
oil farmers’ FFB output is typically sold straight to palm oil mills

(PKS) via collectors. However, the utilization for farmers or the
community is not balanced with the investment in the plantation.
As for Palm Oil products amounting to 82,554.47 tons, therefore
the investment opportunities in the PalmOil industry are very large
for Foreign Investment and Domestic Investment. This condition
also provides an opportunity for investors and business people to
continue the derivatives or downstream of oil palm such as CPO
such as cosmetics, edible oil, margarine, butter, soap, shampoo,
biodiesel, detergent (Thongchul et al., 2022). Oil palm is a prime
commodity for plantation crops in this area. Based on data from
the Indonesian Ministry of Agriculture, in 2023, Riau Province was
recorded to have an oil palm plantation area of 2.87million hectares
or 20.68 per cent of the total oil palm plantation area spread across
26 provinces in Indonesia. Riau Province occupies the first position
as the province in Indonesia that has the largest area of oil palm
plantations in Indonesia (Afrizal Putra and Elida, 2024; Habibullah
Weningtyastuti and Risyanto Tampung, 2024).

Investment plays an important role in the development process
because it determines the dynamics of development that can
improve people’s welfare (Corlet Walker et al., 2021; Ngan et al.,
2022; Saleh et al., 2020; Shah and Shah, 2024). If the investment
process goes well, the economy will grow well as long as the
investment process produces efficient output (Mhamed et al., 2023;
Zhang and Dilanchiev, 2022; Zou et al., 2022). Basically, investment
activities can be carried out by the community, government and
private sector (Gnych et al., 2020; Joudyian et al., 2021; Wahyono
et al., 2022). Investment in Dumai City is developed to provide
convenience for investors in investing their business (Yuslaini et al.,
2023a,b; Yuslaini and Maulidiah, 2024).

Domestic investment is the use of domestic capital for
businesses that promote economic development in general
(Acquah and Ibrahim, 2020; Appiah et al., 2023; He and Yoo,
2024; Osei and Kim, 2020). Foreign investment is foreign direct
investment made in accordance with or based on the provisions of
Indonesian law, in the sense that the owner of the capital directly
bears the risk of the investment (Djokoto et al., 2024; He and Yoo,
2024; Maharani and Santiago, 2021; Milani, 2021).

Ideally, the investment realization should increase to maintain
a conducive investment climate. Dumai City’s largest investment
achievement was in the Palm Oil derivative industry sector as an
advanced form of joint venture for the development of new Palm
Oil products (Hassan et al., 2024; Septiarini et al., 2021; Syahza and
Irianti, 2021; Vagtborg, 2024).

Based on the results of research mapping with 108 data using
the help of VOSviewer software, it is known that research on
investment fluctuations in the Palm Oil industry and is still rare
especially in the research locus in Dumai City with keywords ∗

AND palm AND oil ∗ AND ∗investment ∗ AND ∗impact ∗. In the
trend of newly published previous research issues related to the
topic of this research based on the mapping in Figure 1, it shows
that the issue of fluctuations in the palm oil industry and the impact
on socio-economics is still new to research, so this is the reason for
the research to raise the research topic of fluctuations in the palm
oil industry in the city of Dumai: the impact on the socio-economy
of the community.

VOSviewer is a free software designed to build and visualize
bibliometric maps. These maps can show relationships between
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FIGURE 1

VOSviewer identification and analysis of relevant and related research. Source of analysis using VOSviewer 2024.

various entities, such as authors, journals, keywords, countries, or
even individual documents, based on scientific publication data.
VOSviewer is designed to help researchers understand the structure
and dynamics of a research field. VOSviewer allows to identify
dominant research fields, key research areas, influential authors or
journals, clusters of frequently co-occurring keywords indicating
key topics in the literature, entities with many links, for example,
indicating significant influence, research gaps, or areas where there
is co-occurrence of keywords. Trends and developments in changes
in the network over time can show how an area is developing.
Collaboration networks created by researchers and institutions can
show who they are working with.

Empirical evidence based on in-depth interview with various
stakeholders in the Indonesian palm oil industry indicates that the
development of the RSPO sustainability standards is perceived to
be in favor of a particular interest group due to the asymmetrical
power and unbalanced control structure of the stakeholders. Thus,
the powerful stakeholders are able to exercise imperative power
over other stakeholders, to the extent that it actually contradicts
the others’ interests. This paper puts forward the notion that a
more equitable governance system should be developed through
the introduction of the reward system on the CSPO transaction.
The reward system can demonstrate the original motivation of
the RSPO toward consensus among all stakeholders to equally
contribute in the implementation of sustainability Principles and
Criteria (P and C) and standards

The uniqueness of this research is that investment in the palm
oil industry is the best investment in the world, but the facts on
the ground show that palm oil investment in Dumai City has not
run optimally, therefore the investment climate is still fluctuating
and requires government policies and strategies to increase the
amount of investment so that it will have an impact on the
socio-economy and employment of the community. This can be
evidenced by the low income per capita of the community, the lack
of employment opportunities, should the investment in oil palm be
directly proportional to the welfare of the people of Dumai City.

The purpose of this research is to see the realization of oil palm
investment both domestic planting and foreign planting for the
welfare of the community. Theoretical contribution as a reference
for further research that wants to examine the same topic, namely
the palm oil industry, and also contributes as input for the Dumai
City government in making investment policies and domestic and
foreign labor absorption such as local regulations so that they can
contribute to the welfare of the community.

2 Methodology

This study uses an exploratory qualitative approach, namely
by using a literature review (Creswell and Poth, 2018). This will
provide an in-depth analysis of research elements that cannot
be measured with numbers. Furthermore, qualitative results are
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obtained through Nvivo 12 Plus software. This method was chosen
because of the large amount of secondary data related to palm oil
industry investment in Dumai City, Indonesia such as government
websites, electronic documents, digital reports, palm oil industry
statistical studies, and also social media trends. Therefore, the
purpose of this study is to investigate how the palm oil sector
affects the socio-economic conditions of the people of Dumai City,
Indonesia. The purpose of this study is to This study examines
the impact of fluctuations in the palm oil industry on the social
and economic vulnerability of urban communities, focusing on
Dumai City, Indonesia. The research location was conducted in
Dumai City, Indonesia because it has a very strategic location,
namely the busiest shipping lane in the world, for national Dumai
has the Indonesian Port (PELINDO) which is a State-Owned
Enterprise (BUMN), Dumai is a downstream palm oil city, namely
an industrial city, besides that Dumai City is also located on the
international trade route between three countries, namelyMalaysia,
Singapore, Thailand.

2.1 Methods for gathering data

2.1.1 Design
The data of this research were collected through literature

study, field observation, literature review, and government
document survey. This research is based on literature study,
documentation, and field observation. This research examines
the fluctuation of the palm oil industry toward the social and
economic vulnerability of urban communities, focusing on Dumai
City, Indonesia using data and information from reliable and
trustworthy sources. Here are some steps in data collection are
as follows:

With the use of Nvivo 12 Plus software and following
the standard protocol for evaluating qualitative approaches, the
concepts are separated into three groups, specifically (1) Data
collection, which is collecting as much data as possible and
looking for information in the field and observed and recorded,
(2) Collecting data through field observations is called observation
data, (3) Documentation study is the process of gathering all
pertinent data about research issues by examining and comparing
existing documents

Three stages are used to analyze data, namely the first stage
includes data collection such as data import, data processing
and data categorization. The second stage includes coding, data
analysis, project map creation and data visualization. Analysis of
document results is collected in the third stage. Starting with
identifying, tracing, collecting and mapping digital data from
research field notes, government documents and digital media

2.2 Data analysis

Interactive analytic approaches were employed to acquire and
interpret qualitative data. The method in conducting this approach
will be explained through the presentation and verification of data
and conclusion. Nvivo 12 Plus software was also utilized to aid in
this investigation. Furthermore, this data analysis was carried out

by previous research trends related to investment. Utilizing Nvivo
12 Plus software, this was found and examined. The data analysis
hierarchy can be found in Figure 2.

3 Results and discussion

3.1 The impact of investment fluctuations
in the palm oil industry in Dumai City,
Indonesia

There are three sections of land within the Dumai Industrial
Estate (KID). The draft Regional Spatial Plan (RTRW) for 2011–
2032, which states that the total land area is 3,829.19 Ha, is the
basis for identifying this land. Of this total, 1,860 Ha are under
the company’s control, 1,969 Ha are available, and 179.2 Ha are
owned by the Dumai City Government, which is divided into
5 lots of land with an area of each (77. 941m2, 90,000m2, 674.
873m2, 311,009m2, and 413,500m2) KID has an industrial reserve
area of 1,288.88 With so much land still available, KID is still
able to accommodate industrial business units for every investor
who wants to be involved in the investment climate in the KID
area. Furthermore, to support the distribution of its products,
KID has a dock facility that is very potential for the geographical
position of Dumai City which is directly facing the Malacca Strait.
Overall, the impact of KID’s activities does not have a progressive
contribution to the government. Dumai City is designated as a
National Activity Center (PKN) with direct links to Malaysia,
Thailand and Singapore.

Therefore, Dumai City has become a crossing point for sending
Indonesian Migrant Workers (TKI) abroad. Due to Dumai City’s
close international connections, foreign ships will soon travel
through its waterways. Dumai City has been recognized as a
collecting center for inter-regional production distribution and as
a National Strategic Activity Center (PKSN). Upstream industries
are sent in the form of raw or processed materials, while Dumai
City still does not have a special terminal to accommodate them.
Based on the researcher’s opinion, the condition confirms the lack
of economic infrastructure as an important aspect that supports
accelerated growth in various aspects of the economy. Economic
infrastructure, in the form of infrastructure in real or physical form
to support. A region’s pace of economic growth and societal welfare
will be higher if its infrastructure system is more complete, and vice
versa. One could argue that because infrastructure is a major factor
in economic growth, it is crucial to a nation.

The highways connecting Dumai City to other cities at the
regional level are still poor and require improvement in terms
of both quality and functionality, in keeping with the research
area that the land transport network is still insufficient. The road,
its capacity and carrying capacity which will be very useful in
encouraging the growth rate of Palm Oil industry investment that
will boost its own regional economy. To expedite the barrier-free
land transport system, a toll road linking Pekanbaru, Duri, and
Dumai exists. Easy access to transportation to Dumai City will
benefit those who choose to enter the city and make short- and
long-term investments, particularly in the palm oil sector, which
is the result of oil palm plantations in the province of Riau.
Fluctuations in the climate of oil palm investment in sustainable
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FIGURE 2

Nvivo 12 Plus software is used for data collecting and analysis methods. Source: Authors, 2024.

FIGURE 3

Investment realization of palm oil industry in Dumai City, 2024.

Source: Authors, 2024.

development in Dumai, Indonesia is still fluctuating every year, as
described in Figure 3.

The aforementioned graphic illustrates the annual fluctuations
in the investment climate for both domestic and foreign investors.
To maintain a favorable investment climate in Dumai, Indonesia, it

would be ideal for the realization of investments to rise. A favorable
investment climate contributes to socioeconomic advancements
like hiring local labor, which is one result of foreign investment
in Dumai, Indonesia. In an effort to increase national resilience
in the economic and social spheres of society, both domestic and
international palm oil investment is being encouraged; however, the
actual situation differs from this, as labor absorption will have an
impact on the local communities’ ability to thrive economically.

Figure 4 illustrates the impact of the palm oil industry in
Dumai City, Indonesia. The impact of investment fluctuations will
affect various socio-economic aspects of Dumai City, including
the impact on local economic growth. Increased investment will
drive the growth of GRDP (Gross Regional Domestic Product)
through increased production of goods and services, creation
of added value, and increased regional income from taxes and
levies. Conversely, decreased investment can slow economic
growth, and can even cause contestation. Increased investment
will create new jobs, both directly (in the investment sector)
and indirectly (in supporting sectors such as trade, logistics,
and services; Tefurukwa and Ahafianyo, 2025). This will increase
household income and reduce unemployment, increasing people’s
purchasing power. Decrease in Investment: this can lead to layoffs,
increased unemployment, decreased people’s income, and possibly
increased poverty.

In addition, increasing regional income from investment can
be allocated to the development of social infrastructure such as
hospitals, schools, and other public facilities. Increasing people’s
purchasing power can also increase access to health and education
services. Declining Investment, declining local revenues can limit
the ability of city governments to provide and improve public
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FIGURE 4

Impact of the palm oil industry in Dumai City, Indonesia. Source:

Analysis using Nvivo 12 Plus, 2024.

services. Declining community incomes can also reduce their access
to basic services, impacting quality of life and social welfare.

Through a combination of government policies, oil palm
rejuvenation programs, environmental law enforcement, and
community empowerment, Dumai City is trying to prevent the
palm oil industry from disrupting the city. This aims to ensure that
financial and non-financial resources are combined consistently
and strategically to increase the capacity of urban systems.
Without investment stability, cities will be more vulnerable to the
negative impacts of shocks, slowing or even hindering the process
of recovery and sustainable development, and being unable to
maintain essential functions and improve the wellbeing of residents
in the long term.

The fluctuation of investment in the palm oil industry in Dumai
City has a huge impact on the socio-economy of the community
such as low gross regional income, few jobs for both domestic
and foreign employees, so investment in the palm oil industry
does not have a positive impact on the welfare of the people of
Dumai city.

In fact, large palm oil investments do not have a positive
impact on socio-economic welfare and employment absorption
in the region. Limited Labor Needs. Although planting and the
initial phase of oil palm cultivation require a lot of labor, labor
requirements for maintenance and harvesting are usually lower
due to the use of more efficient technology. Out-of-Country Labor:
companies often use labor from out-of-town for reasons such
as work discipline, specific skills, or to avoid social problems
with local communities. This limits employment opportunities for
indigenous people.

Table 1 shows that Dumai City is ranked first in terms of
investment realization. Therefore, it can be seen that Dumai City is
one of the cities that has its own attraction for investment, especially
the Palm Oil industry. The Palm Oil industry is a downstream of
Palm Oil investment, this is not the case even though Dumai is

one of the largest industrial cities in Riau Province. The growth of
the investment climate is quite good. However, it has not yet had a
positive impact on the community.

One of the indicators to measure the level of accelerated
economic development of a region is GRDP (Adrangi and Kerr,
2022; Chen and Huo, 2022; Lowder et al., 2021). GRDP is the
final product of goods and services produced in a region with
the support of production factors in the region according to the
development of prices and constant prices. ADHB and ADHK
GRDP for 17 business fields form the GRDP value generated in the
region. By looking at the development of the ADHB GRDP value
of Dumai City, we can see the movement of community economic
activities caused by increased production and prices of goods and
services, sectoral and regional economic structures, as well as the
contribution of Dumai City to the regional economy and the
level of concentration and equity of the regional economy in Riau
Province. With oil and gas, ADHB GRDP increased from 17.49
trillion in 2010 to 36.32 trillion in 2020 with an average growth
of 7.64 per cent per year. This increase shows the development of
community economic activities, such as an increase in the amount
of production and prices of goods and services (Rimmer et al., 2021;
Saleh et al., 2020; Yang and Khan, 2022).

Themanufacturing industry was the sector that experienced the
highest ADHB GRDP growth, up from 17.49 trillion in 2010. The
ADHB GRDP value increased the least in the corporate services
sector, which in 2010 was only Rp. 710 million but has increased
to Rp. 1,630 billion in 2020. GRDP is calculated at constant
prices and analyses economic growth, regional productivity, and
regional economic structure in both sectoral and regional economic
structures. To assess the development goals and economic
performance of a region, economic growth is an important measure
(Andriansyah Nurwanda and Rifai, 2023; Belmonte-Ureña et al.,
2021; Coscieme et al., 2020; Eisenmenger et al., 2020; Xiu et al.,
2022). To eliminate the price increase factor, ADHK GRDP growth
is used to measure economic growth in a particular base year. If the
level of economic activity in the year in question is higher than the
previous year, the economy is said to be growing. The benefits of
analyzing economic growth include.

1. Knowing the economic progress as a result of regional
development in a certain period of time.

2. Establish a typology of regional development, also known as a
class typology.

3. Plan for regional revenue projection and forecasting for
regional or sectoral development planning.

4. Understand the resources of economic growth.
5. Basis for determining investment requirements.
6. Basis for generating business forecasts and regional

economic targets.

High population expansion followed by rapid economic growth
does not always translate into positive outcomes. Particularly if
rapid population expansion is not accompanied by the availability
of highly skilled labor, productivity will drop, resulting in
underdevelopment and poverty.

Aspects of how investment affects local communities and the
welfare of Dumai City, including positive impacts such as job
creation: investment, especially in industries such as palm oil,
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TABLE 1 Investment realization based on location in Riau Province, Indonesia.

No Regency/City Project Investment

Investmen in Rupiah (Rp) Indonesian workers Foreign workers

1 Dumai 75 3.270.887.900.000,- 304 2

2 Siak 77 2.592.474.200.000,- 1.825 -

3 Indragiri Hilir 71 2.253.775.700.000,- 2.221 2

4 Indragiri Hulu 68 1.916.065.800.000,- 236 -

5 Rokan Hulu 57 1.086.709.000.000,- 1.807 -

6 Pekanbaru 511 1.071.147.000.000,- 812 -

7 Pelalawan 67 924.096.500.000,- 236 -

8 Kampar 212 790.776.200.000,- 399 3

9 Kuantan Singingi 17 328.030.500.000,- 13 -

10 Bengkalis 122 199.418.400.000,- 132 -

11 Rokan Hilir 27 131.185.600.000,- 1.786 -

12 Kep. Meranti 7 6.220.3000.000,- 2 -

Total 1.311 14.480.787.100.000,- 9.695 7

Source: Riau Provincial Government, 2024.

can open up many new jobs for local communities. This can
increase household income and reduce unemployment. Increased
Regional Income: increased taxes and city government levies will
result in increased investment. These funds can be used to build
infrastructure, public facilities, and community welfare programs.
Infrastructure Development: the development or improvement of
supporting infrastructure, such as roads, ports, electricity, and
clean water, which benefit the entire community, is often carried
out after investment. This commitment is evident through the
development of the Integrated Industrial Estate by Pertamina
Patra Niaga. Community Skills and Capacity Building: growing
industrial sectors may require a workforce with specialized skills.
To meet these needs, local communities must receive training and
capacity building.

The risk of high volatility and investment fluctuations creates
economic uncertainty, as well as the impact of investment
fluctuations on the long-term sustainability of regional economic
stability. An increase in GRDP, an increase in unemployment,
and a decrease in people’s purchasing power can be caused by
a significant decrease in investment. Conversely, if investment
increases rapidly without proper planning, it can lead to inflation
and economic overheating. This can happen if production
capacity and infrastructure are inadequate. Dependence on Certain
Sectors: If investment is focused on one or two dominant
industries, such as the processing industry or oil and gas,
changes in these sectors will greatly affect the overall stability
of Dumai’s economy. Social Development and Community
Welfare such as Job Uncertainty: investment fluctuations create
uncertainty about job availability; when investment is sluggish,
layoffs may increase, leading to social problems such as poverty
and inequality; conversely, investment surges may attract labor
from outside the region, increasing pressure on local social
facilities and accommodation. If local governments and businesses
focus too much on attracting volatile short-term investment,
they may under-invest in developing new, more stable and

sustainable sectors in the future. This could hamper economic
diversification efforts.

3.2 Increase in local labor

The goal of the government is the welfare and benefit of
the people as something that has value, aspirations from the
community itself, beliefs held in government strategies. In this
goal, researchers argue that the government’s strategy has not been
maximized in increasing investment in the Palm Oil industry.
Fluctuating investment will certainly have a negative impact on
society such as a decrease in GRDP, affecting the absorption of
foreign investment labor as in Table 2.

From Table 2, it is explained that employment is still small
compared to other city districts, such as Siak District with
investment realization not much different, but it absorbs a lot of
labor. Meanwhile, the top position was in Indragiri Hilir Regency
with a labor absorption of 11,726. However, in contrast to Dumai
City, it is dominated by foreign labor. Although the absorption
of PMDN labor also exists in Dumai City, the number of foreign
labor absorbs more than the absorption of Indonesian labor. This
will certainly affect the GRDP of Dumai City. In the absorption
of labor, some companies whose tools are imported from abroad,
where the company buys tools and experts from abroad, such as
from Singapore andMalaysia.With a sophisticatedmachine, it only
requires a small workforce, namely only 1 person who operates with
the system.

In the existing pattern of labor recruitment through online
and open to the public, this provides opportunities for the
general public, not only natives of Dumai City but outside, even
outside the island of Sumatra. Dumai City does not provide
many job opportunities for large companies such as Pelindo, PT
Wilmar Group, PT Biomas and other large companies, because
the company has prepared experts from the company itself. This
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TABLE 2 Foreign labour absorption in Dumai city in 2024.

No Regency/City Project Foreign investment

Investment in Rupiah (Rp) Indonesian workers Foreign workers

1 Pelalawan 188 1.803.130.900.000,- 894 6

2 Indra Giri Hulu 200 2.835.677.000.000,- 1.396 30

3 Dumai 257 6.461.259.700.000,- 1.859 60

4 Bengkalis 263 2.051.582.800.000,- 1.474 50

5 Siak 177 5.294.657.200.000,- 6.657 30

6 Rokan Hilir 69 1.563.833.300.000,- 2.392 31

7 Rokan Hulu 170 2.260.203.300.000,- 170 11

8 Kampar 653 2.538.272.500.000,- 6.038 6

9 Pekanbaru 1.168 3.344.972.100.000,- 2.240 14

10 Kuantan Singingi 54 555.060.000.000,- 209 13

11 Indragiri Hilir 69 7.439.442.800.000,- 11.726 39

12 Kep. Meranti 74 191.860.400.000,- 54 12

Total 561 35.972.913.500.000,- 35.114 372

Source: Riau Provincial Government, 2024.

means that there is free competition between local people and
people outside the Dumai City area. This condition becomes
the Government’s homework, one of which is to increase the
competence or capacity of human resources, in addition to
encouraging the expansion of employment opportunities for local
people, as a real effort to cut the unemployment rate. The
government’s goal in increasing investment in the PalmOil industry
is to prosper the community. With the investment in Dumai
City, it will be directly proportional to the absorption of labor,
one of the government’s strategies in increasing investment in
labor absorption through Regional Regulations and Dumai Mayor
Regulations in labor recruitment such as 70% for local labor and
30% for outside labor. Investment in the Palm Oil industry is
growing and has a positive impact on society. However, in reality,
the absorption of labor is very small, because the company has
usedmachinery imported from abroad, so the absorption of labor is
small, so the positive impact on the community is still not optimal.

4 Conclusion

The impact of fluctuations in the palm oil sector on the
socio-economic income of the community in Dumai City,
Indonesia. The realization of oil palm investment has a significant
impact on the local and national workforce, as well as the
community’s social and economic aspects. It also attracts more
foreign labor. Three perspectives are used to assess the effects
of sustainable development: social, economic, and environmental.
Labor absorption in Dumai City is still less than other
districts, but investment realization in Dumai City is much
greater than other districts such as Indragiri, Rokan Hilir
and others.

The employment in foreign investment in Dumai City is
still not optimal, because labor recruitment is not only for local

people but comes from outside Dumai City, even for strategic
positions filled by foreign workers. Meanwhile, local people are
mostly placed in non-strategic positions, meaning that local
people are placed as workers who dominantly fill the position
of physical workers. above, it is explained that the absorption
of labor is still small compared to other city districts, such as
Siak Regency with investment realization not much different, but
it absorbs a lot of labor. Meanwhile, the top position was in
Indragiri Hilir Regency with a labor absorption of 11,726. However,
in contrast to Dumai City, it is dominated by foreign labor.
Although domestic labor absorption also exists in Dumai City,
the number of foreign labor absorbs more than the absorption of
Indonesian labor. This will certainly affect the GRDP of Dumai City
which fluctuates.

Based on research that has been done while taking into account
the limits of the previously mentioned studies. Therefore, we urge
that more research be done. Specifically, we offer suggestions
for future researchers to look into additional tactics that should
be adopted to increase both domestic and foreign investment in
palm oil. Second, recommendations for additional study on the
pentahelik’s function in stabilizing the investment climate and the
policies of the Dumai city government regarding investment and
hiring practices for both foreign and local workers.

Although the palm oil industry makes a significant economic
contribution, especially for producing countries such as Indonesia,
its impact on the environment is often a major concern. Land
clearing for oil palm plantations involves the complete clearing
of primary and secondary forests. This is one of the main factors
causing deforestation in the tropics. Deforestation destroys the
natural habitat of many animal and plant species, including rare
and endangered species such as orangutans, Sumatran tigers,
Sumatran elephants, and Sumatran rhinos. This can lead to
species extinction and disrupt the balance of the ecosystem.
The use of chemicals, pesticides, herbicides, and chemical
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fertilizers on plantations can pollute the soil and surrounding
water sources. These chemical residues can enter rivers and
groundwater, damage aquatic ecosystems, and can be harmful
to human health. Establishing oil palm plantations on peatlands
is particularly dangerous because it involves draining the peat.
Peatlands store a lot of carbon, and when they are drained and
burned, they release large amounts of carbon dioxide (CO2)
into the atmosphere, which contributes to global warming and
climate change.

The limitations of this study include the fact that there is
still a lot of complete information that has not been obtained
regarding the impact of investment in the palm oil industry
on the socioeconomic status of the people of Dumai City in
terms of sustainable development. However, the researchers remain
committed to obtaining and exploring deeper information that is
relevant and supports this research and ensure that the findings
remain objective and may reveal new facts and insights in the
field of palm oil industry investment. Qualitative methodologies
are extremely useful for understanding the complexity of human
experience, meaning, and social context. However, like all research
approaches, it is important to remember that qualitative data
analysis (such as thematic or narrative analysis) is a cognitively
intensive, time-consuming, and often non-linear process. It
involves repeated reading, coding, and pattern discovery. In-depth
interviews, active observation, and document analysis take a lot
of time to collect. These limitations do not diminish the value of
qualitative research. Rather, recognizing these limitations allows
researchers to design better studies, report results more accurately,
and identify areas of research that can deepen or complement
existing understanding.

In the palm oil hub of Dumai City, Indonesia, there are several
ways the government can play a positive role in industrial and
urban development. Ease of licensing that simplifies and accelerates
the licensing process for investment in the palm oil sector
including factory construction, land expansion in accordance
with sustainability regulations, and development of supporting
infrastructure. In terms of sustainability and environmental
policies, environmental law enforcement is carried out by
strengthening law enforcement against illegal deforestation and
land burning, and ensuring that all environmental requirements are
complied with. Encourage cultivation practices that do not damage
peatlands and protect biodiversity around plantations for peatland
and biodiversity conservation. Efficient Waste Management to
encourage the use of effective and environmentally friendly
waste processing technologies and to generate renewable energy
from oil palm biomass. In the division of land for oil palm
plantations, consider the carrying capacity of the environment
and ensure sustainable spatial planning. Industrial development
must also improve the welfare of the surrounding community
through partnerships and farmer empowerment, encourage a fair
partnership model between companies and plasma farmers, and
empower farmers through farmer groups and cooperatives. This
is part of local social and economic development. Local Economic
Diversification: increase economic diversification in palm oil center
areas by developing other sectors such as horticulture, tourism, and
creative industries.
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