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This paper analyzes Local Economic Development (LED) applications in Indonesia. 

LED is a popular strategy in Indonesia with regard to transmigration policies and strategies to 

synergize pro-growth and pro-poor strategy.   However, almost 48 percent of the people living in 

the transmigration areas are still poor. This condition raises the question of LED validity in 

Indonesia. 

 

This study was conducted in the Sumatra region, East Kalimantan, and West Nusatenggara. 

Regional selection is based on characteristics as long-established transmigrant areas (starting in 

the 1970s in Sumatra), new transmigrant areas (in the 1990s in East Kalimantan) and non-oil 

palm-based transmigrants (West Nusatenggara). Transmigration areas in Sumatra and East 

Kalimantan are based on oil palm while in West Nusatenggara are corn. 

 

The methodology used is qualitative method. Interviews were held with all KPB managers in the 

study areas and all regions analyzed regarding the overall economic structure, the structure of the 

KPB unit, the operation of the KPB unit, and the weaknesses and opportunities per region. We 

found that in general, transmigration had succeeded in improving people's lives. However, when 

the first generation of transmigrants has succeeded, economic activities that are relevant for the 

second generation need to be prepared. Without the development of local economic activities, 

there will be a breakdown of land belonging to transmigration so that the level of land ownership 

per capita will decrease, or local economic activities will emerges which may be unsustainable 

(forest encroachment, land grabbing, etc.). In old transmigrant areas, oil palm is 20-25 years old, 

so it's time to be replanted. Some farmers delay replanting, because of limited funds. For 

developing areas of oil palm, non-palm oil use has begun to be initiated, but has not been 

optimal. The development of local economic activities in addition to plantations as the main 

activity, grew slowly due to the concentration of farmers still focused on plantations.  

 

Local economic development strategies that are multi-product based activities need to be 

designed earlier in the transmigration area, so that the sustainability of employment and 

economic activities between generations becomes more secure.


