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London Politica is the world’s largest political risk advisory for social impact. We support our diverse
range of clients with bespoke analysis and actionable intelligence to empower them to navigate the
increasingly volatile political environment.

London Politica was set up to democratise political risk. We aim to provide political risk analysis and
forecasting to those organisations, NGOs, and companies who need it most, operating in some of the
globe’s most unstable regions, but who do not necessarily have the capacity traditionally to employ

such counsel.

By bridging this gap, London Politica aims to be a force for good, in an industry otherwise short of
young perspectives. Our talented team of analysts offer fresh insight into local, regional, and global

trends.
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Executive Summary

Indonesia, the world’s third-largest democracy, is going to the polls on 14th February 2024. Almost
205 million registered voters will be choosing their next president, vice president, as well as around
20,000 local and national legislators in the House of Representatives. The presidential election features
three candidates: Prabowo Subianto, the minister of defence, Ganjar Pranowo, the former governor of
Central Java and Anies Baswedan, the former governor of Jakarta. They will be replacing the
extremely popular Joko Widodo (also known as Jokowi), who is unable to run for a third term. This
report focuses on the impact of each candidate's policies related to nickel mining and deforestation.

Key takeaways

e All candidates have committed to downstreaming, which is seen as the key contributor to economic
growth in Indonesia. Downstreaming policies are of high importance in sectors related to the
energy transition, such as nickel mining and the palm oil industry.

e China serves as the major variable in the political landscape of nickel industry. While Indonesia
still needs Chinese investment for its developmental ambitions, the future president will determine
the environmental and social cost he is willing to pay.

e Little regulatory change concerning deforestation is likely, with increased risks to forests due to
political momentum in furthering the economic impacts of infrastructure-led development.
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Section 1

Nickel Mining

As the world's largest producer, Indonesia contributes about 40% of the global supply of nickel and is
on track to contribute to half of the production growth from 2021 to 2025. The country's rich nickel

reserves have become a strategic asset in the era of green technology, where nickel demand from
batteries is expected to experience_tremendous growth in the coming decades. Indonesia faces an

unprecedented opportunity not only to transform its economic development but also to leverage its
strategic importance for international influence.

Share of nickel demand worldwide in 2021 and a forecast for 2040, by end use

Battery precursors
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Under President Jokowi, Indonesia has pursued a strategy of resource nationalism in its nickel industry.

Between 2009 and 2019, there has been a move towards protectionism, culminating in the total export

ban of nickel ore in January 2020. This strategy has encouraged domestic processing capacities,
positioning Indonesia as a critical player in the global supply chain for electric vehicle (EV) batteries.
Domestically, the country is considering banning nickel used in stainless steel production projects next year
due to overcapacity, and steering investments into nickel used in EV battery production projects.

The Jokowi administration has also sought to enhance Indonesia's role in regional diplomacy and
geopolitics through its considerable nickel reserves. It has negotiated investments by Chinese companies,
such as through the Belt and Road Initiative, which has funnelled capital into the country’s nickel processing
capacity. The establishment of industrial parks, notably the Morowali Industrial Park (IMIP), with heavy
Chinese investment, underscores Indonesia's ambition to reduce reliance on raw commodity exports, and
its push towards becoming a global player in EV battery production.



https://www.iea.org/reports/the-role-of-critical-minerals-in-clean-energy-transitions/reliable-supply-of-minerals
https://www.woodmac.com/news/opinion/nickel-and-copper-building-blocks-for-a-greener-future/
https://www.woodmac.com/reports/metals-nickel-2021-update-to-2040-503694/
https://www.csis.org/analysis/indonesias-nickel-industrial-strategy
https://www.iea.org/policies/16084-prohibition-of-the-export-of-nickel-ore
https://asia.nikkei.com/Spotlight/Caixin/Chinese-nickel-miners-in-Indonesia-face-threat-from-falling-prices
https://carnegieendowment.org/2023/04/11/how-indonesia-used-chinese-industrial-investments-to-turn-nickel-into-new-gold-pub-89500
https://asia.nikkei.com/Spotlight/Caixin/Chinese-nickel-miners-in-Indonesia-face-threat-from-falling-prices
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1.1  What are the candidates’ positions
Prabowo Subianto

Prabowo, the frontrunner of the race, envisions transforming Indonesia into a renewable energy and
bioenergy superpower. He further plans to ramp up infrastructure development under state-owned and
private enterprises. This presents a dual-edged scenario for the nickel mining industry. On the one hand,
the continuation of Jokowi's policy agenda ensures stability and predictability in economic and industrial
policies, which is essential for long-term investment and planning. On the other hand, his emphasis on
resource nationalism and infrastructure development could lead to more stringent local value-addition
requirements and potentially more onerous conditions for foreign investments in the sector. This scenario
could accelerate Indonesia's move up the value chain in nickel processing and battery production but may
also introduce challenges related to labour rights and environmental protections, necessitating robust ESG
frameworks.

Anies Baswedan

Anies has committed to halt new coal plant constructions and support sustainable mineral and coal
downstream processes. This signals a potential paradigm shift towards more progressive environmental
protection standards and improved working conditions. For the nickel mining industry, this could mean
stricter environmental regulations and a push towards more sustainable mining practices. The focus on
climate justice, particularly in regions predominantly inhabited by the Muslim community, suggests an
inclusive approach to policy-making that could enhance community engagement and social equity in
mining operations. This scenario may also drive the industry towards innovations that reduce
environmental impact and bolster Indonesia's position in the sustainable global supply chain.

Ganjar Pranowo

Ganjar appears to follow a pragmatic approach to environmental policy. He has not specified a target

for net-zero emissions but aims to continue and possibly expand the Climate Village Program (ProKlim),
an initiative since 2012 to align local actions with national climate goals, fostering sustainable practices
and climate resilience. This approach seems to be very similar to Jokowi’s balanced policy agenda. It
would suggest that while the nickel mining industry may not face drastically new environmental
regulations, there will be an emphasis on community-based environmental management and possibly
greater incentives for adopting greener practices within the industry. A Ganjar presidency could foster
a conducive environment for diversifying Indonesia's economy while gradually improving the sector's
environmental and social footprint, without abrupt policy shifts that could destabilise the industry.

2.2 ESG Impacts

Environmental Impacts
Among the candidates, Anies is the most_committed to environmental regulation and renewable energy
transition. Both Prabowo and Ganjar had records of causing environmental damage and taking

repressive measures in their previous role.



https://www.climatescorecard.org/2023/07/indonesias-proklim-project-supports-its-ndc-commitments-by-coordinating-national-climate-related-targets-with-local-level-actions/#:~:text=Through%20the%20Ministry%20of%20Environment,adapt%20and%20mitigate%20its%20effects.
https://mmc.tirto.id/documents/2023/10/20/1241-amin-visi-misi-program.pdf?x=2676
https://www.bbc.com/indonesia/articles/c2ez8gm679qo
https://www.walhi.or.id/chronology-of-event-and-analysis-of-legal-and-human-rights-violation-of-agrarian-conflict-in-wadas
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Environmental damage: Questions of environmental sustainability are largely related to foreign
direct investment, particularly Chinese BRI projects. Potential damages include water pollution
from irresponsible mining, aqir pollution from_sulfur dioxide emissions, and environmental

degradation and displacement from unregulated constructions such as dams in the Lampi River.
Environmental effects of domestic processing: Continued resource nationalism could lead to
increased domestic processing activities, necessitating stringent environmental regulations to
mitigate pollution and ecosystem degradation.

Social Impacts

Worker Safety and Community Relations:_Fatal incidents and injuries at facilities like PT

Gunbuster Nickel Industry highlight the urgent need for improved labour conditions. The emphasis
on domestic processing and value creation may enhance job creation but requires improved
labour standards and safety measures to prevent incidents and fatalities.

Widespread anti-China sentiment: Fueled by cultural frictions and perceived inequalities, the
sentiment underscores the social tensions within the industry. The ongoing peaceful worker
demonstrations for better treatment like the one at the PT Gunbuster Nickel Industry (GNI) in

Morowali, escalated the ethnic tension, resulting in both Chinese and Indonesian workers’ deaths.
Prabowo is the most pro-China candidate, who openly welcomed Chinese investments and

interacted with Chinese officials repeatedly. Ganjar and his party also maintain a close
relationship with China. Both of them would provide convenience for Chinese companies and
workers in the country. Anies, being the “pro-West” candidate, had less China experience and
may capitalise from the intensifying anti-China sentiment. He is also more likely to follow stringent
human rights regulations, siding with the West.

Governance Impacts

Enforcement Efficiency: The crackdown on illegal mining had prompted Indonesia to importat
nickel ore from the Philippines due to quota issuance delays, highlighting the insufficient
bureaucratic efficiency.

Financial Discipline and Corruption: All three candidates had pledged to push the passing of the
Asset Forfeiture Bill to combat corruption. Prabowo, whose family_owns mining companies, is
focused on preventative measures in anti-corruption, instead of prosecution. Corruption and rent-
seeking behaviour in the mining industry is likely to persist, which may worsen environmental and
social measures but may (or not) induce further economic growth. The election itself also faces a
lack of transparency in campaign fund auditing, posing additional risk of candidates being

financially influenced from the mining industry and not keeping their promises.



https://cri.org/indonesia-huge-nickel-project-driving-climate-rights-environmental-harms/#:~:text=Nickel%20mining%20and%20smelting%20operations,needs%2C%20Climate%20Rights%20International%20said.
https://chinaglobalsouth.com/analysis/indonesian-nickel-chinese-investments-must-heed-ecological-risks-avoid-repeating-european-colonialism-sins/
https://www.walhi.or.id/operasi-pltu-captive-merusak-ekologi-dan-kehidupan-rakyat-di-pulau-sulawesi
https://www.theguardian.com/world/2023/dec/24/explosion-at-a-nickel-plant-in-indonesia-dead-injured
https://carnegieendowment.org/2023/04/11/how-indonesia-used-chinese-industrial-investments-to-turn-nickel-into-new-gold-pub-89500
https://www.aljazeera.com/news/2023/12/27/workers-protest-in-indonesia-after-blast-at-chinese-funded-nickel-plant#:~:text=Hundreds%20demand%20improved%20healthcare%20and,at%20a%20nickel%20processing%20plant.&text=Hundreds%20of%20Indonesian%20workers%20have,people%20and%20injured%20dozens%20more.
https://www.cnnindonesia.com/nasional/20230116161523-12-901051/dandim-morowali-sebut-bentrok-maut-pt-gni-ditunggangi-kepentingan-lain
https://www.cnnindonesia.com/nasional/20230116161523-12-901051/dandim-morowali-sebut-bentrok-maut-pt-gni-ditunggangi-kepentingan-lain
https://ekonomi.bisnis.com/read/20231114/9/1714087/capres-prabowo-ajak-china-perluas-investasi-multisektor-di-indonesia
https://chinadialogue.net/en/business/indonesia-election-matters-for-china-relations-environment/
https://celios.co.id/wp-content/uploads/2023/08/CELIOS%20Policy%20Brief%20-%20Mapping%20the%20Interactions%20of%20Three%202024%20Indonesian%20Presidential%20Candidates%20with%20China.pdf
https://www.ft.com/content/557478a8-0ec5-4495-9102-fb8781ba7451
https://www.ft.com/content/557478a8-0ec5-4495-9102-fb8781ba7451
https://en.tempo.co/read/1177814/list-of-lands-owned-by-prabowo-subianto
https://www.controlrisks.com/our-thinking/insights/indonesia-anti-corruption-drive-unlikely-to-strengthen-after-presidential-race?utm_referrer=https://www.google.com
https://www.controlrisks.com/our-thinking/insights/indonesia-anti-corruption-drive-unlikely-to-strengthen-after-presidential-race?utm_referrer=https://www.google.com
https://amp.kompas.com/nasional/read/2023/03/17/13361131/ppatk-ada-rp-45-triliun-dana-hasil-kejahatan-lingkungan-sebagian-mengalir-ke
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Section 2

Deforestation

Deforestation is a particularly acute issue in Indonesia, and it is largely because of the agriculture section.
In particular, the palm oil industry accounts for one-third of deforestation in Indonesia. Though Indonesia
has received international acclaim for slowing the rate of deforestation during Jokowi’s administration,
3.1 million hectares of rainforest were lost between 2015 and 2022.

Indonesia primary forest loss in hectares (2001-2022)

Presidential _
—

election years ‘“\

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Chart: Diana Baptista * Source: Global Forest Watch Context

Source

Infrastructure-led development under Jokowi (an approach labelled “Jokowinomics”) has led to tensions
among certain communities, especially those local to fast-growing projects. A recent report highlights a
substantial increase in land conflicts during Jokowi's administration compared to his predecessor. Between
2015 and 2023, there were 2,939 conflicts identified by the Consortium for Agrarian Reform (KPA),
nearly double the number during Susilo Bambang Yudhoyono's tenure from 2005 to 201 4. These conflicts
mainly involve plantation companies, particularly oil palm growers known for deforestation and land
grabbing. The disputes encompass 6.3 million hectares of land, predominantly occupied by Indigenous
or traditional communities, but allocated by the government to plantation firms or slated for infrastructure
projects. Despite Widodo's initial promises, concerns persist regarding ownership ambiguity, unfulfilled
agrarian reform commitments leading to frustration, and the alarming levels of repression and violence
against protestors, exacerbated by the aforementioned issues. The palm oil industry has also caused
issues for Indonesia’s internal markets, with the consequences felt across the globe. In 2022, the state



https://www.sei.org/features/zero-palm-oil-deforestation/#:~:text=Declining%20deforestation%20despite%20growth%20in,loss%20of%20old%2Dgrowth%20forest.
https://www.eco-business.com/news/which-of-indonesias-election-hopefuls-has-the-most-climate-credibility/
https://www.context.news/nature/indonesias-rainforest-seen-at-risk-from-2024-election-handouts
https://news.mongabay.com/2024/01/jokowis-land-reform-agenda-stalls-as-conflicts-nearly-double-report-shows/
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banned palm oil exports for just under a month to mitigate the rocketing prices of cooking oil, creating
turmoil in the global vegetable oil market. All candidates have therefore committed to at least
streamlining or building upon industry regulations.

2.1 What are the candidates’ positions?

No candidate offers a fundamentally different approach to resource management. This has significant
implications for deforestation. One analysis notes the increase in deforestation following an election year,
linked to the candidates’ increased willingness to make deals to help their platforms. Embedded within a
broader agenda for the energy transition, climate and energy - though important - are not top priorities

for any of the candidates. With these similar economic priorities in mind, how does each candidate
address issues of deforestation in their pledges?

Prabowo Subianto

Prabowo has been a critical voice of the European Union for its ban on palm oil imports which aims to
ban imports of commodities linked to forest destruction, including palm oil, which is one of Indonesia’s
leading exports. Prabowo emphasises maintaining “good” relations with Europe while advocating for an
equal playing field. In line with other candidates’ commitment to free trade, he places particular emphasis
on avoiding protectionism and ensuring fair trade. Overall, he makes few specific plans for protecting
the environment, including little mention of deforestation.

With this in mind, he has pledged to:

e Seek a significant raising of the palm oil component in the biodiesel mix, more bioethanol in
fuel by 2029, and push for the usage of bioavtur, a sustainable aviation fuel

e Set up a palm oil body with authority to harmonise rules by various ministries that oversee the
sector

Anies Baswedan

Recognising the social and environmental dimensions of the palm oil sector and its impact on
deforestation levels, Anies’ main priorities lie in:

e Expanding access to the global market for palm oil farmers: Anies aims to support palm oil
producers by facilitating their participation in international trade.

e Strengthening free trade agreements to enhance Indonesia’s position in global markets.
Ganjar Pranowo

Ganjar has also made significant pledges, with the protection of the palm oil sector central to this. As
Indonesia’s flagship product, palm oil management, he believes it should be directly under the
president’s purview. Though he commits to maintaining the moratorium on deforestation, his emphasis is
focused on supporting farmers in the industry and social issues that have plagued the industry. If
elected, Ganjar aims to
e Establish a dedicated ministry for the palm oil sector, to enhance governance and support the
industry.



https://www.context.news/nature/indonesias-rainforest-seen-at-risk-from-2024-election-handouts
https://www.cerah.or.id/publications/report/detail/president-candidates-record-on-climate-energy-transition
https://oec.world/en/profile/country/idn
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Protect oil palm and rubber plantation farmers amidst the current price uncertainty of these
commodities in Kalimantan, the Indonesian part of Borneo island.

Commit to downstreaming, with the belief that infrastructure, especially in the road network
within plantations, can contribute to stabilising prices and benefiting farmers and plantation
owners.

Plans to address fertiliser scarcity and palm oil supply issues.

ESG Impacts

Environmental impacts

All candidates prioritise economic growth over environmental conservation, with varying degrees
of emphasis on sustainable practices, which are generally very vague. Environmental
considerations are likely to take a backseat.

As suggested by previous research, deforestation may increase in the year following the election
as the winning candidates make good on pre-election commitments.

Social impacts

Concerns about land conflicts and the rights of indigenous communities are not adequately
addressed by any candidate, particularly by the favourite, Prabowo.

Ganjar's emphasis on supporting farmers and addressing social issues within the palm oil industry
suggests a recognition of the social impacts but lacks concrete plans to address underlying issues.
Anies acknowledges the social and environmental dimensions of the palm oil sector, but it remains
to be seen how effectively these concerns will be addressed in practice.

Governance impacts

The lack of comprehensive plans from all candidates to address governance issues such as land
ownership ambiguity and unfulfilled agrarian reform commitments raises concerns about the
effectiveness of governance in the palm oil sector.

Prabowo's proposal to establish a palm oil body to harmonise rules may improve governance
but could also serve to consolidate power and influence within the industry.

Ganjar's plan to establish a dedicated ministry for the palm oil sector may lead to more
centralised governance but could also exacerbate issues of corruption and lack of accountability.
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