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ABSTRACT The Koto Panjang Dam project has risked the lives of 4886 families from 10 villages of
Riau and West Sumatra Provinces, Indonesia, The most serious risk is that affected families have to
accept relocation of the entire village. The resettlement programme had planned the development of
private housing and public facilities for affected families. The programme had also planned rubber
plantations to reconstruct livelihoods and compensate families for all kinds of property demolished
due to dam construction. The process of relocation commenced in 1993 and ceased in 1997 when the
inundation of the dam began. Since the Koto Panjung Dam construction project has involved
involuntary resettlement, it is necessary for the project to benefit affected families. Some villages in
Riau Province are understood to have experienced livelihood improvement. In contrast the
resettlement villages in West Sumatra Province, Tanjung Balik and Tanjung Pauh, are considered to
be under risk of impoverishment. More than 60% of families in West Sumatra’s Koto Panjang
resettlement villages have suffered a worsened livelihood condition. This paper reports on the
condition of poor families in the Koto Panjang resettlement villages of West Sumatra.

Koto Panjang Dam

Before the Asian crisis of 1997, the Indonesian economy experienced remarkable growth
with an average increase of 7% in annual gross national income, from US$74 806 million
in 1980 to US$221 276 million in 1996 (World Bank, 2002). This economic growth,
supported by rapid industrialization, resulted in an increase in the demand for electricity.,
Many power stations, both thermal and hydro, were planned and built in this period to
meet the anticipated increase in demand for electricity.

The Koto Panjang Dam was planned and constructed in the middle of Sumatra
Istand on the border between Riau and West Sumatra Provinces, by Perusahaan Listrik
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Negara (PLN), the state-owned power company, with concessional yen loans provided
by the OECF (Overseas Economic Cooperation Fund, Japan). Its total reservoir
capacity and generating capacity are 1545 million m® and 114 MW, respectively. Its
objective was to provide stable electrical power, both to improve the regional
electrification rate and to meet increasing electricity demand in the region. An area of
124 km?* was submerged due to the reservoir. The residents of eight villages in Riau
Province and two villages in West Sumatra Province had to be relocated, and the
number of displaced persons amounted to 4886 households with 16 954 people
(JBIC, 2004).

Resettlement Villages of West Sumatra

According to the resettlement programme, every resettled family was to receive the
following goods in the resettlement villages: (a) two hectares of productive rubber
plantation, (b) 0.4ha of land to grow food, (c) 0.1ha of land for a 36 m* house with a
courtyard, (d) living allowance for two years and (¢) monetary compensation for all
properties given up as a resuit of dam construction. With these provisions for
compensation, villagers were to choose new resettlement villages prepared by the
Government of Indonesia, mainly in the vicinity of reservoir (i.e. near the original
villages). There was also an option for resettlers to live in an existing palm oil plantation as
plantation workers. Further, the resettlement programme had provisions for the following
public facilities in each resettlement village: (a) drinking water supply, (b) school, (¢}
health care centre, {(d) mosque and (e) marketplace.

This resettlement programme aimed to sustain, at the very least, or improve living
standards of resettiers as compared with conditions before resettlement. Since smooth and
early recovery of livelihood was thought to be the most critical issue in resettlement during
the planning stage, the programme tried to provide resettlers with security in continuing
their major occupation and income-earning activities. There was also consideration of a
transition period to wait until the rubber plantations were ready for harvesting. For the
transition period the programme planned for food provision and for the introduction of
cash crops other than rubber, such as chili which has a relatively quick growth cycle, in
coordination with the concerned ministries.

It is important to examine whether the implementation of the resettlement programme
mentioned above led to the recovery of resettlers’ livelihoods to the levels ‘before
resettlement’. However, securing a solid answer to this question is neither easy nor
straightforward. Different post-project surveys carried out so far have come to different
conclusions.

For this study, the two resettlement villages of Tanjung Balik and Tanjung Pauh related
to the Koto Panjang Dam construction project of West Sumatra Province were selected. In
total, 800 families (450 for Tanjung Balik and 350 for Tanjung Pauh) relocated in 1993 to
the present villages, which were established by the resettlement programme at a distance
of about 15km from the original villages. The post-project survey carried out by the
authors (as independent academic researchers) in 2004 (Karimi ef al., 2005) revealed that
one of these villages, Tanjung Pauh, is one of the ‘least successful’ among resettlement
villages in both Riau and West Sumatra Provinces. However, 60% of the respondents in
Tanjung Pauh experienced an increase in income after relocation, and among them 22.2%
possessed motorcycles, where the figure before relocation was 6.7%. These facts suggest
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that improvement of livelihood was observed in many families in Tanjung Pauh after
relocation.

However, the post-project survey carried out by the Japan Bank for International
Cooperation (JBIC, established through the merger of OECF and the Export Import Bank
Japan), which financed a part of the Koto Panjang Dam project, suggests that 71.6% of
families in Tanjung Pauh felt that their living conditions were worse than before (i.e.
before resettiement) and that only 18.6% of families enjoyed better living conditions
(FJBIC, 2004). The situation was more or less similar in Tanjung Balik, in that 66.5% of
families found the living conditions worse than before and only 10.3% of families
experienced improved living conditions (JBIC, 2004). This survey suggests that the
resettlement programme failed to work, at least for the two Koto Panjang resettlement
villages in West Sumatra.

The differences between the post-project surveys mentioned above could be attributed
to the fact that one of them was carried out by JBIC, which was one of the major funding
organizations (JBIC, 2004). The respondents in these resettlement villages might have
been motivated to present a ‘dark picture’ with a view to seeking additional assistance
from JBIC. On the other hand, the post-project survey carried out by the authors in 2004
(Karimi ef al., 2005) might not have indicated any potential monetary gain for the
respondents, and this led to a ‘brighter picture’ as the survey outcome.

In order to eliminate a bias caused by resettlers’ expectations, the authors conducted a
comparative study between those in resettlement villages and others living in the same
region and examined if the living conditions of resettiers were either superior or inferior to
those experienced by others (non-resettlers) in the same area,

Research Objectives and Methodology
This paper aims at:

(a) Identifying the poor on the basis of property owned by families;

(b) Analysing the condition of poor families in West Sumatra’s Koto Panjang
resettiement villages;

(c) Relating the characteristics of poor families in resettlement villages to the
implementation of the local development programme; and

{(d) Comparing the conditions of poor families in resettlement villages with those in
West Sumatra as a whole. ‘ '

For these objectives, this study employed the following methodology. The Central Bureau of
Statistics (CBS) of the Government of Indonesia conducted a survey with wide coverage in
2005 to identify the characteristics of poor families, using the minimum expenditure per
capita as a poverty line. Identification of the characteristics of poor families was originally
required to distribute cash compensation to poor families who were victims of the reduction
in the oil subsidy. The census covered all areas in Indonesia, including the Koto Panjang
resettlement villages. The data available from the CBS are the most comprehensive for an
analysis of the conditions of poor families, and this study utilized the data to analyse the
conditions of poor families in West Sumatra’s Koto Panjang resettlement villages.

For the purpose of identifying the poor, the national poverty line of Indonesia was used:
a monthly per capita expenditure less than Rp175 000 classifies the individual as poor.
The number of poor in the population was estimated with the census data. Interviews were
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carried out with the village heads in 2005 to identify poor families in the locality. Each
identified poor family was visited, and the interview verified whether the Jivelihood of the
family matched the poverty critetion set by the CBS. As for family status, a family was
regarded as poor if it lacked property (such as cash, gold, cattle, motorcycle or colour TV)
with a total value of Rp500 000 or more.

Findings

According to the standard of Rp500 000 in property owned by a family, 211 families (131
families in Tanjung Balik and 80 families in Tanjung Pauh) in West Sumatra’s Koto Panjang
resettlement villages were classified as poor. Between the two resettlement villages, the
proportion of poor families in Tanjung Balik was higher than in Tanjung Pauh. The poor
account for 24% of currently resettled families (884 families in total). This figure is
significantly higher than the average poverty rate in West Sumatra of 5.5% (BPS, 2006).

Table 1 shows the characteristics of poor families in resettlement villages, in comparison
with those in West Sumatra as a whole. About a third of poor families live in houses with
fioor size less than 8 m? per capita. Unlike the sitaation of poor families in West Sumatra
Province, houses with floor sizes smaller than 8 m” per capita do not characterize the
condition of the majority of poor families in Koto Panjang resettlement villages.

However, houses with bamboo walls, public toilets, wood cooking fuel, and the absence of
weekly beef or chicken consumption dominate the conditions of poor families in the Koto
Panjang resettlement villages, as they do among poor families in other areas of West Sumatra,

Poor families in Koto Panjang resettlement villages do have good access to electricity
and drinking water. More than 50% of poor families in the resettlement villages have
utilized the supply of electricity, while more than 60% of poor families in other areas of
West Sumatra still use non-electrified lighting. Almost 75% of poor families in Koto
Panjang resettlement villages have piped drinking water, while more than 80% of poor
families in the other areas are still using unprotected water wells.

Table 2 shows the main occupations of poor families. Unemployment is evidently related
to poverty. The proportion of families who are unemployed is higher in Tanjung Balik and
Tanjung Pauh than in the province as a whole. Poor families mostly work in plantation and
rice agriculture in Tanjung Pauh and Tanjung Balik, respectively.

Two hectares each of rubber plantations had been planned for each resettled family
by the Koto Panjang resettlement programme. While productive rubber plantations
were intended to sustain the livelihoods of 800 resettling families, they failed in
implementation. Rubber plantation was originally supposed to be the pillar of livelihood
rehabilitation for resettling families in the Koto Panjang Dam project. The failure of
rubber plantations is for Koto Panjang resettlers a reality that is equivalent to the risk of
impoverishment that should have been anticipated in the planning stages by the
resettlement programme. This failure was acknowledged by the local government only in
2001, seven years after the families relocated from their original villages to Tanjung Balik
and Tanjung Pauh.

Table 3 shows the education level of the poor families under consideration. The majority
have only a low level of education. The poor of West Sumatra have more chances of
obtaining higher education than those of the Koto Panjang resettlement villages. Poverty is
also dominatly associated with low level of education. In West Sumatra, nearly 84% of poor
families have been educated only till elementary school or below. In the Koto Panjang
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Table 1. Characteristics of poor families in resettlernent villages and West Sumatra as a whole

(in %)
Village
Tanjung Tanjung Average of West
Balik  Pavh two villages Sumatra

Floor size per capita <8m? 359 40.0 37.4 56.0
>8m? 641  60.0 62.6 44.0

Types of floor construction Soil 16.0 238 19.0 67.7
Cement 84.0 76.3 81.0 32.2

Type of house wall Bamboo 71.8 83.8 76.3 75.8
Concrete 28.2 16.3 23.7 242

Toilet Public 71.0 75.0 72.5 90.5
Private 29.0 25.0 27.5 2.5

Source of drinking water Unprotected water well ~ 29.8 17.5 251 87.1
Piped water 70.2 82.5 74.9 12.9

Lighting Non-electric 48.9 375 445 63.7
Electric 51.1 62.5 55.5 36.3

Cooking fuel Wood 100.0 97.5 99.1 90.7
Kerosene 2.5 0.9 9.2

Gas/electricity 0.1

Consumption of beef, chicken Never 954 375 73.5 88.4
or milk in a week Once 4.6 62.5 26.5 11.3
Twice or more 0.4

Number of meals for Once 0.8 0.5 6.0
family members per day Twice 504 425 47.4 62.8
More than twice 48.9 575 52.1 313

Purchase of new Never 38.2 15.0 29.4 219
clothes per year One 61.1 82.5 69.2 70.4
More than one 0.8 25 1.4 1.7

Access to health centre Yes 83.2 68.8 7779 447
No 16.8 31.3 223 553

Source: BPS, 2006,

resettlement villages, the proportion of poor families with elementary education or less
accounts for more than 90%.

Table 4 shows the size distribution of poor families. Large family size is not clearly
associated with a higher poverty rate. Presumably as a result of Indonesia’s family
planning programme, small family size is a general norm. Nevertheless, having smaller
families has not secured people against the state of poverty.

Resettlement villages in the Koto Panjang Dam project are not free from
impoverishment risk. Failure in agricuitural development is the main cause of poverty
in Indonesia. Agricultural development has been a priority for the past three decades, but
the majority of the population is still living on agriculture with low productivity. In the
Koto Panjang resettlement villages, development failure in agriculture has caused a long
delay in terms of securing productivity of rubber plantations. The government has
undertaken a costly rehabilitation of rubber plantations.
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Table 2. Main occupation of poor families (in %)

Koto Panjang’s Resettlement Villages

Main occupation Tanjung Balik Tanjung Pauh West Sumatra
Unemployed 229 15.0 129
Rice agricultare 34.4 12.5 54.8
Plantation 26.7 438 13
Animal husbandry 0.2
Fishery 3.1 1.3 2.6
Industry 0.7
Trade 23 1.3 2.3
Transport 0.8 1.3
Services 3.1 16.0 8.1
Others 6.9 16.3 9.8
Total 100.0 100.0 100.0

Table 3, Education level of poor families (in %)
Village
Level of education completed Tanjung Balik Tanjung Panh West Sumatra
Elementary or below 94.7 01.3 g83.9
Junior High 3.1 6.3 117
Senior High or above 23 2.5 4.4
Total 100.0 100.0 100.0
Table 4. Size of poor families (in %)
Village
Family size Tanjung Balik Tanjung Pach West Sumatra

<5 84.7 813 76.8
5--9 14.5 18.7 21.6
>9 0.8 1.6
Total 100.0 100.0 100.0

Identified Problems and Mitigation Measures

The post-project survey cartied out by JBIC in 2002 (JBIC, 2004) revealed that the
majority of resettied families in each West Sumatra resettlement village faced difficulties
with securing their livelihood, mainly due to the failure in development of rubber
plantations. While resettlers were supposed to receive productive rubber trees in their
resettlement locations, few rubber trees in the resettlement villages proved productive.
In addition, the facility for drinking water was not functional when people originally

moved to these new villages in 1993,

The government has acknowledged the presence of several post-project problems. In 2002,
the govemnment formulated a Consolidated Action Plan (CAP) to be implemented between
2003 and 2010. The CAP includes rehabilitation of rubber plantations through replanting,
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construction of drinking water facilities, and bridge and road construction. Between 2003
and 2005, the government rehabilitated 1600 ha of rubber farms (700ha in 2003, 500ha in
2004 and 400ha in 2005). Of this, 900 ha of rubber farms were replanted for 450 resettled
families in Tanjung Balik and 350 resettled families in Tanjung Pauh. Construction of the
drinking water facility, bridge and road was completed in the same period.

Conclusion

In 2003, JBIC conducted post-project reviews of 52 projects based on yen loans, including
the Koto Panjang Dam project. On the basis of these evaluations, the 52 projects were
classified into four categories as follows: 20 A (highly satisfactory), 20 B (satisfactory), 10
C (moderately satisfactory), and 2 D (unsatisfactory). The Koto Panjang Dam project was
categorized B, because of efficient construction, good performance of power generation,
and sustainable dam operations (JBIC, 2004). JBIC’s rating method mainly considers
project output and outcome, with not much weight given to socio-environmental impacts.

The social impacts of the project were significant. According to the JBIC study, in both
Tanjung Pauh and Tanjung Balik the majority of resettled families responded that their
living conditions had worsened after relocation. Even after adjusting for the possible bias
in the study mentioned earlier, it can be concluded that the resettlement of the two villages
was not conducted in a satisfactory manner, The significantly high incidence of poverty in
the villages supports this conclusion.

The World Commission on Dams (WCD) conducted a comprehensive study on large
dam projects in the world and found that the commitments and development plans of
resettlement programmes had not always been implemented, and that the failure on the
part of agencies in charge of executing projects to comply with obligations led to the
impoverishment of dam-affected people. Based on these findings, the WCD recommended
that “Ensuring Compliance” should be always prioritized in dam construction projects as
one of the seven Strategic Priorities (WCD, 2000, pp. 244—-250). Further, Scudder has
recommended incorporating compliance requirements, with adequate budgets, into legally
binding contracts and establishing compliance mechanisms such as realistically budgeted
~ performance bonds and/or trusts and compliance boards (Scudder, 2006).

The impoverishment risk in the Koto Panjang resetflement villages can be attributed to
insufficient enforcement of the development plan. A failure in rubber plantations was a
major factor disrupting the engine of economic life for the indigenous people of the Koto
Panjang area. The role of the central government was very dominant and so each failure
was blamed on the government. The introduction of suitable measures to ensure
implementation of the plan could have avoided this risk. Moreover, the Koto Panjang
resettlement programme neglected to integrate and involve the stakeholders, such as local
communities, local economic actors, local government and central government agencies
other than the PLN, the state power company. The lack of participation of local
communities in the decision-making is one of the factors responsible for non-compliance
with the development plan. The government has acknowledged the source of failure in
Koto Panjang resettiement programme, but it has not yet reformed the development
paradigm to enable greater integration of stakeholders and local economic development
planning. The stagnant Consolidated Action Plan should be replaced with a more
comprehensive local development plan to reactivate local potential.
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The WCD study and its recommendations were based on “five core values”: equity,
efficiency, participatory decision-making, sustainability and accountability. They are the
“focus of the concerns” of dam projects around the world (WCD, 2000, pp. 197-199). The
Koto Panjang Dam project is not exempt from these core values, and participatory
decision-making should be further incorporated into the process.
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