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Legal Reformulation of Land Cultivation
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Abstract

This research analyzes the urgency of reformulating
maximum area limits for Land Cultivation Rights (HGU)
for legal entities within the framework of Welfare State
theory. As of 2026, inequality in land tenure in the
plantation sector remains a crucial issue due to corporate
land accumulation through corporate groups, which
exceeds the bounds of social fairness and marginalizes
local farmers. This study uses a normative-juridical
method with statutory and conceptual approaches. It
examines agrarian legal instruments, including the role of
the Land Bank and the implementation of Government
Regulation Number 48 of 2025 concerning the
Management of Abandoned Areas and Land. The findings
show that current HGU area limit regulations remain
formal-administrative and fail to address the substantive
aspect of beneficial ownership. As a result, disguised
monopolistic practices continue to hinder equitable
redistribution of natural resources. This study proposes a
reformulation model based on three pillars: accumulative
area limits across affiliated legal entities, mandatory
integration of 30% plasma land as an absolute
requirement for rights renewal, and optimization of land
downsizing for agrarian reform. The study concludes that
HGU limitation must function as an instrument to correct
agrarian inequality and realize sustainable social welfare
in Indonesia.

Keywords: land cultivation rights, land area limitations, public
welfare

Abstrak

Penelitian  ini  menganalisis urgensi  reformulasi
pembatasan luas maksimum Hak Guna Usaha (HGU) bagi
badan hukum dalam kerangka teori Welfare State. Hingga
tahun 2026, ketimpangan penguasaan lahan di sektor
perkebunan masih menjadi persoalan krusial akibat
akumulasi lahan korporasi melalui mekanisme grup
perusahaan yang melampaui batas kewajaran sosial dan
memarginalisasi petani lokal. Penelitian ini menggunakan
metode yuridis normatif dengan pendekatan perundang-
undangan dan konseptual. Kajian difokuskan pada
efektivitas instrumen hukum agraria, termasuk peran
Bank Tanah dan implementasi Peraturan Pemerintah
Nomor 48 Tahun 2025 tentang Penertiban Kawasan dan
Tanah Terlantar. Hasil penelitian menunjukkan bahwa
regulasi pembatasan luas HGU masih bersifat
administratif-formal dan belum menyentuh aspek
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substansial beneficial ownership. Akibatnya, praktik
monopoli terselubung tetap terjadi dan menghambat
redistribusi kekayaan alam secara adil. Penelitian ini
menawarkan model reformulasi berbasis tiga pilar, yaitu
penerapan batas luas akumulatif lintas entitas hukum,
integrasi wajib lahan plasma 30% sebagai syarat
pembaruan hak, dan optimalisasi penciutan lahan untuk
Reforma Agraria. Kesimpulannya, pembatasan luas HGU
perlu  ditransformasi menjadi instrumen  koreksi
ketimpangan agraria demi mewujudkan kesejahteraan
sosial berkelanjutan.

Kata Kunci: hak guna usaha, pembatasan luas lahan,
kesejahteraan rakyat

INTRODUCTION

The control and utilization of agrarian resources in Indonesia hold a strategic
position in realizing national development goals oriented toward social justice and the
welfare of the people. Land, as one of the limited natural resources, possesses economic,
social, and ecological functions that are highly significant for the livelihood of society.
Therefore, regulations concerning land rights, including the granting of the Right of
Cultivation (HGU), must be implemented carefully and grounded in the principle of
distributive justice in order to prevent disparities in the control of agrarian resources. Within
the framework of a constitutional state based on the rule of law, land management must be
directed toward achieving the greatest prosperity of the people, as mandated in Article 33
paragraph (3) of the 1945 Constitution of the Republic of Indonesia, which stipulates that the
earth, water, and natural resources contained therein are controlled by the state and utilized
for the greatest prosperity of the people.

From a juridical perspective, the regulation of land rights in Indonesia is rooted in
Law Number 5 of 1960 concerning Basic Agrarian Principles (UUPA), which forms the
foundation of the national agrarian legal system. Within the framework of the UUPA, the
Right of Cultivation (HGU) constitutes one type of land right that grants authority to its
holder to cultivate land directly controlled by the state for agricultural, fisheries, or
plantation activities within a specified period. The provisions concerning HGU are further
elaborated through various implementing regulations, one of which is Government
Regulation Number 18 of 2021 concerning Management Rights, Land Rights, Flats, and
Land Registration, which regulates the granting, extension, and renewal of land rights,
including HGU. Based on this regulation, the period of HGU may reach 35 years, may be
extended for an additional 25 years, and may subsequently be renewed for another period of
up to 35 years.

Nevertheless, the practice of granting HGU on a large scale, particularly in plantation
sector, often gives rise to various structural issues, especially those related to disparities in
land control. Research data indicate that inequality in the control of plantation land in
Indonesia remains relatively high, where the majority of plantation land is controlled by
large corporations, while most plantation business actors are smallholder farmers with
relatively limited land ownership. This condition reflects an imbalance in the distribution of
agrarian resources, which potentially hampers the realization of the people’s welfare as
mandated by the Constitution. This phenomenon raises a fundamental question regarding
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the extent to which policies concerning the granting and limitation of HGU areas have
reflected the principle of distributive justice in the management of agrarian resources.
Distributive justice essentially requires that resources be allocated proportionally and fairly
among members of society. In the agrarian context, distributive justice is closely related to
the state’s efforts to regulate land distribution in order to prevent the concentration of land
ownership among certain groups that may harm the broader public interest.

In the development of national agrarian policy, the government has undertaken
various efforts to address these inequalities, one of which is through the regulation of
plantation partnership obligations with surrounding communities. For instance, under
recent plantation policies, companies holding HGU are required to facilitate the
development of community plantations (plasma schemes) covering at least 20 percent of the
total HGU area as a form of support for local communities. This provision serves as a policy
instrument intended to ensure that plantation business activities not only generate profits
for corporations but also provide economic benefits for local community. Furthermore, in
recent policy developments, the government through the Ministry of Agrarian Affairs and
Spatial Planning/National Land Agency has encouraged an increase in the proportion of
plasma land to approximately 30 percent for companies seeking HGU renewal in
subsequent stages. This policy reflects the state’s effort to strengthen the aspect of social
justice in plantation land management while simultaneously improving the welfare of
communities living around plantation areas.

However, these policies still face several challenges in their implementation. One of
the main challenges is the absence of a comprehensive formulation regarding the maximum
limit of HGU areas that is capable of accommodating the principle of distributive justice
while simultaneously supporting national economic development. On the one hand, the
plantation sector requires a sufficiently large scale of operation to achieve economic
efficiency and attract investment. On the other hand, excessive land control by legal entities
has the potential to trigger agrarian conflicts and widen social inequality within society.
From the perspective of agrarian law, the state possesses the authority to regulate and limit
land control in order to prevent the monopolization of agrarian resources. This authority is a
consequence of the concept of state control over land, which provides legal legitimacy for
the government to establish land management policies in the public interest. Accordingly,
the limitation of HGU areas can be viewed as a legal instrument employed by the state to
ensure that land utilization remains aligned with the objective of promoting the welfare of
the people.

In addition, the dynamics of agrarian policy cannot be separated from the demands
of sustainable development, which require that the management of natural resources be
conducted in a fair, efficient, and environmentally responsible manner. In this context, the
reformulation of policies concerning the limitation of HGU areas becomes highly important
in order to create a balance between investment interests, environmental protection, and
public welfare. Based on the foregoing explanation, it is evident that the issue of regulating
HGU areas is not merely an administrative matter within land law, but is also closely related
to the effort to realize distributive justice in the management of agrarian resources.
Therefore, a comprehensive academic study is required to reformulate the policy concerning
the limitation of HGU areas so that it aligns with the principles of social justice and public
welfare.

This research aims to conduct an in-depth analysis of how the reformulation of
policies limiting the area of HGU can be carried out through an approach that synchronizes
the principles of distributive justice with the objective of public welfare. Accordingly, this
study is expected to provide both conceptual and normative contributions to the
development of agrarian law policies that are more equitable, sustainable, and oriented
toward the broader interests of society.
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RESEARCH METHODS

The type of research used in this study is normative legal research, aimed at
discovering the coherence of legal truth, namely whether legal rules are consistent with legal
principles and whether legal norms conform to established legal doctrines. The approaches
applied in this research include the statutory approach and the conceptual approach. In this
study, the researcher collects and identifies various primary legal materials and secondary
legal materials obtained from legislation and library research that are directly related to the
object of the study. Furthermore, the researcher provides legal arguments based on the legal
materials that have been collected and analyzed.

RESULTS AND DISCUSSION

Legal Regulation of Land Cultivation Rights Area Limits within the Indonesian Agrarian
Law System

The regulation of area limits for Land Cultivation Rights (HGU) is not merely a
technical-administrative matter, but rather a manifestation of the principle of the Social
Function of Land Rights, as enshrined in Article 6 of Law Number 5 of 1960 concerning the
Basic Regulations on Agrarian Principles (UUPA). Philosophically, the UUPA mandates that
land tenure must not be concentrated in the hands of a few individuals or legal entities in a
manner that harms the public interest. Furthermore, Article 7 of the UUPA explicitly
prohibits the ownership and control of land that exceeds prescribed limits as a form of
protection for the principle of distributive justice. In its development, HGU area restrictions
have been regulated more specifically through various ministerial and government
regulations. However, the greatest challenge arises when our legal system confronts the
demands of large-scale investment. The introduction of the Job Creation Law regime (Law
Number 6 of 2023) brought a new paradigm that emphasizes ease of doing business. In this
context, the state is tested to maintain the spirit of Article 33, paragraph (3) of the 1945
Constitution, ensuring that land tenure for large plantations does not disregard the people’s
rights to the land.

Although regulations such as the ATR/BPN Ministerial Regulation have established
maximum area thresholds for HGU for a single legal entity (e.g., for palm oil commodities in
one province), reality on the ground reveals the practice of legal smuggling. Large
corporations frequently accumulate land by establishing numerous subsidiaries that are
formally distinct legal entities but are substantially controlled by a single parent company or
Beneficial Owner. As of 2026, the issue of Beneficial Ownership within the agrarian sector
remains a weak point in our oversight system. Indonesian positive law tends to view legal
subjects individually (as independent entities); consequently, maximum area limits are
calculated only per single legal entity. This results in a massive concentration of land control
in the hands of corporate groups that exceeds the bounds of social fairness. This creates
sharp structural inequality, where millions of hectares are controlled by a few business
groups, while millions of smallholder farmers struggle to access land even for basic survival.
This phenomenon clearly contradicts the principle of distributive justice, which demands the
equitable distribution of natural resources for the general welfare.

Entering the 2025/2026 period, the government has sought to strengthen control
instruments through Government Regulation Number 48 of 2025 concerning the
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Management of Abandoned Areas and Land. This regulation grants greater authority to the
state to identify HGU land that is not utilized according to its designation or whose control
substantially violates maximum area provisions. The existence of the Land Bank has also
become a crucial new instrument. The Land Bank functions as an intermediary to guarantee
land availability for Agrarian Reform. In the context of area limitations, the Land Bank plays
a strategic role in absorbing land resulting from the downsizing of HGU whose terms have
expired or whose areas exceed the new provisions proposed in the legal reformulation.
However, the effectiveness of the Land Bank depends heavily on the political will to conduct
investigative audits into land control by large groups, rather than merely performing
administrative enforcement against idle land.

To realize sustainable public welfare, Indonesian agrarian law requires a progressive
reformulation. HGU area limits must no longer be calculated based solely on a single entity
but must utilize an Accumulative Ceiling per Business Group approach. This means that
maximum area limits must be applied to all entities under the control of the same beneficial
owner. Furthermore, synchronization with the Plasma Partnership policy is an absolute
requirement. The implementation of the obligation to facilitate the development of
community plantations (at least 20% to 30%, as proposed in the latest model) must serve as a
corrective instrument. If a company controls land on a large scale, its social and distributive
responsibilities must increase exponentially. The tightening of HGU renewals must be
linked to the company's performance in realizing the welfare of the communities
surrounding its concession area. The legal regulation of HGU area limits currently stands at
a crossroads between maintaining investment attractiveness and fulfilling the mandate of
social justice. A transformation from formalistic administrative oversight toward substantive
supervision rooted in the reality of land tenure by corporate groups is an absolute necessity.
Only through firm synchronization between area limitations, beneficial ownership
oversight, and redistribution via Agrarian Reform can the grand objective of the greatest
prosperity of the people be achieved amidst the currents of global agricultural
industrialization.

Legal Analysis of the Distributive Justice Principle in Land Cultivation Rights Area Limit
Policies

The principle of distributive justice within agrarian law demands that natural
resources, including land, must be distributed in such a way as to provide equitable benefits
for all levels of society, rather than solely for specific groups. The Indonesian Constitution
affirms that the earth, water, and natural resources contained therein are controlled by the
state and used for the greatest prosperity of the people (1945 Constitution, Article 33,
paragraph (3)). This norm serves as the normative foundation for agrarian policies
governing Land Cultivation Rights as one of the land rights granted by the state to private
parties or legal entities to manage agricultural or plantation land. In this context, the
distributive principles concern not only economic efficiency but also the equitable
distribution of welfare for the community and smallholder farmers. In agrarian legal
practice, the principle of distributive justice requires that the government look beyond the
administrative legality of granting HGU and consider its impact on the distribution of
agrarian assets within society. When large corporations control land on an extensive scale
without social balancing policies, it has the potential to widen the agrarian inequality gap
and hinder the achievement of the constitutional goal of public prosperity.

Therefore, the limitation of HGU areas is not merely an administrative matter, but a
reflection of the principle of distributive justice within agrarian policy. Juridically, the
granting of HGU is regulated under Law Number 5 of 1960 concerning Basic Regulations on
Agrarian Principles (UUPA), which provides the state with the authority to regulate land
tenure for the purpose of public welfare. Furthermore, Government Regulation Number 18
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of 2021 concerning Management Rights, Land Rights, Multi-Storey Housing Units, and Land
Registration details the procedures for the granting, extension, and renewal of HGU.
According to this regulation, HGU is granted for a maximum of 35 years, can be extended
for a maximum of 25 years, and renewed for a maximum of 35 years. Cumulatively, the total
period of land cultivation rights can reach 95 years if all cycles are executed consecutively.
However, these policies do not explicitly limit the maximum size of land that can be
controlled by a single legal entity within the written law; consequently, in practice,
corporations are able to control thousands to tens of thousands of hectares in the plantation
sector. The absence of strict area limits potentially triggers land concentration that
contradicts distributive principles, particularly in agrarian regions that are densely
populated or inhabited by indigenous communities. This lack of clear limitations results in a
small group of HGU holders controlling the majority of productive land, while small scale
communities struggle to gain access to productive soil.

To respond to these dynamics, the government has introduced several new policies
that encourage equitable land access through direct distribution mechanisms to the
community. For instance, policies now mandate HGU holders to provide a certain
percentage of land for small-scale communities or plasma farmers as part of a farm
partnership scheme. The ATR/BPN Ministerial Regulation, implemented since 2025,
requires plantation companies to allocate at least 20 percent of their land for community
plasma before an HGU permit extension is granted, serving as a form of social obligation
between the company and the community. Furthermore, in order to strengthen distributive
principles, the government through the ATR/BPN has also proposed increasing the plasma
land percentage to 30 percent of the total HGU, specifically for companies applying for a
subsequent stage of HGU renewal. This policy transforms small-scale communities from
mere participants in a partnership into legitimate landowners of a portion of the HGU
originally controlled entirely by the legal entity. Although this policy faces administrative
criticism from the Ombudsman who emphasizes the need for regulatory consistency or
statutory amendments for formal legal legitimacy the direction of this policy continues to
reinforce the concern for distributive justice within HGU policy.

Inequality in land tenure within the plantation sector is not merely an administrative
law issue but also a social and economic concern with broad implications for public welfare.
When the majority of productive land is owned by large corporations with significant
investment capital, small-scale communities who depend on agriculture for their livelihoods
often lose equitable access to agrarian resources. This condition widens the inequality gap
and potentially triggers agrarian conflicts that impact social stability in rural areas. The
reformulation of HGU policies which incorporates requirements for land allocation to the
community is the government’s method of balancing the bargaining power of small scale
communities within agrarian relations. The percentage of plasma land is not just an
administrative figure; it is a legal instrument that enables small-scale communities to hold
land titles (certificates) over portions of land originally owned by legal entities and managed
by corporations. This not only increases access to capital and agricultural production but
also transforms the structure of land ownership at the local level, leading to a more equitable
distribution of agrarian assets.

Furthermore, the consistent enforcement of HGU regulations in line with distributive
principles demands more effective oversight mechanisms. The government must ensure that
land allocated for plasma farmers is truly distributed and utilized in accordance with the
goal of public welfare, rather than serving as a mere administrative formality. If oversight is
weak, such land allocations may be misused through the practice of transferring rights to
third parties or managed by structures that remain under the control of large corporations,
thereby failing to achieve the distributive objective. From the perspective of legal theory, the
principle of distributive justice demands that agrarian policy be viewed not only through
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the lens of economic effectiveness and investment but also from the perspective of social
justice.

The State, as the regulator and grantor of land rights, must weigh the social impact of
granting HGU, particularly when such rights are granted over extensively large areas to a
single legal entity. The distributive principle places an obligation upon the State to prevent
the exclusive accumulation of natural resources in the hands of specific groups, which could
otherwise widen social inequality. In the context of Indonesian agrarian law, the lack of
explicit HGU area limits in current regulations provides room for administrative policies
that are more responsive to the principle of distributive justice. The plasma land portion
policy serves as a concrete example of how the State can integrate the element of equitable
distribution into land cultivation right relations. However, the implementation of this policy
must be reinforced through a strong legal foundation —such as implementing regulations or
statutory amendments to ensure robust legal legitimacy and to remain resilient against
administrative challenges.

Reformulation of the Policy on Limiting the Area of Cultivation Rights Based on Public
Welfare

The policy regarding the area limits of Land Cultivation Rights (HGU) in Indonesia
has long been trapped in a formalistic-administrative approach. While ATR/BPN
Ministerial Regulation Number 7 of 2017 establishes maximum thresholds such as 100,000
hectares nationally for palm oil commodities per single legal entity in empirical practice, this
rule is often rendered powerless against corporate strategies utilizing holding company
mechanisms. Juridically, a single subsidiary may hold an HGU of 10,000 hectares, which is
legally compliant. However, when ten such subsidiaries are owned by the same parent
company, a single business group substantially controls 100,000 hectares within one region.
This phenomenon creates a "disguised monopoly," leading to land tenure concentration
among a few conglomerates. This condition directly violates the principle of distributive
justice, where access to agrarian resources which should be inclusive becomes exclusive to
large capital owners.

The government frequently employs arguments of legal certainty and investment
attractiveness to facilitate large-scale land tenure. The introduction of the Job Creation Law
regime (Law No. 6 of 2023) reinforced this narrative by providing various conveniences for
the extension and renewal of rights. However, a stark paradox remains: the growth of
investment figures in the plantation sector does not always correlate linearly with an
increase in the welfare of farmers surrounding the concession areas. This inequality creates
high social risks. When local communities lose access to productive land surrounding their
dwellings, a process of systemic marginalization occurs. The first step in policy
reformulation is to shift the unit of analysis for area limits from a single legal entity to a
corporate group or Beneficial Ownership.

As of 2026, the urgency to adopt an Accumulative Group Ceiling approach has
become crucial. Under this model, area limits must be calculated cumulatively across legal
entities under a single economic control. If an individual or a business group already
controls the maximum designated land area, they are prohibited from adding new
concessions or extending the rights of other subsidiaries unless they perform a proportional
land downsizing (penciutan). This approach will close the legal smuggling loopholes
exploited through shell companies and force a more natural redistribution of agrarian assets.
A primary pillar of welfare-based reformulation is the strengthening of the plasma
partnership scheme. Historically, the obligation to provide 20% plasma land has often been
viewed as an administrative burden to be circumvented. Many companies fulfill this
requirement only through profit-sharing schemes without providing farmers with certainty
regarding land rights. The proposed reformulation increases the plasma land obligation to
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30% as an absolute requirement for HGU extension and renewal. Beyond a mere percentage,
the status of this plasma land must be transformed. Plasma land should no longer fall under
the company's HGU umbrella; instead, it must be separated, with land titles (certificates)
issued directly in the name of the farmers or local community cooperatives. Thus, the
community gains legal certainty over their own land and a stronger bargaining position in
partnerships with the core company.

This is the essence of synchronizing distributive justice: corporations remain
operational (efficiency), while the people gain asset access (justice). The implementation of
Government Regulation No. 48 of 2025 provides momentum for the state to reorganize HGU
areas. In this reformulation, every HGU extension process must be preceded by a strict field
audit. If land is found to be sub-optimally utilized or if the company fails to meet its social
obligations, the state through the Land Bank must perform an automatic land downsizing.
This downsized land is then managed by the Land Bank to be redistributed through
Agrarian Reform programs. This is vital for meeting the need for land for public interest,
social housing, and food sovereignty. Here, the Land Bank acts as a dynamic instrument
balancing the needs of large-scale industry with those of small-scale citizens. However,
public oversight of the Land Bank must be strengthened to prevent the institution from
becoming a "new landlord" that merely facilitates commercial interests. As part of the
reformulation, the HGU extension process in 2026 must no longer be based solely on
financial aspects and tax compliance. There is a need for a Surrounding Community Welfare
Index (IKRS) as a decisive variable. HGU evaluations must include: The extent to which the
company’s presence reduces local poverty rates, The quality of the social infrastructure
constructed, and The effectiveness of local labor absorption in strategic positions, not just as
manual laborers.

If a company’s welfare index falls below the minimum standard, the government
reserves the right to reduce their concession area upon rights renewal. This model shifts the
HGU paradigm from a mere business permit to a social contract between corporations, the
state, and the people. The greatest challenge in this reformulation is data transparency. The
One Map Policy system must be integrated with Beneficial Ownership data at the Ministry
of Law and Human Rights and tax data. Without transparency, efforts toward accumulative
area limits will be easily thwarted by corruption and collusion. Furthermore,
recommendations from supervisory bodies such as the Ombudsman must serve as
substantive evaluation material for the Ministry of ATR/BPN. Distributive justice demands
state accountability for every inch of land granted to the private sector. This reformulation
does not aim to kill investment; rather, it ensures that investment has a human face and is
rooted in the values of social justice.

CONCLUSION

Based on the results of the research and legal analysis, it can be concluded that the
regulation of Land Cultivation Rights area limits plays a central role in realizing the
principles of distributive justice and public welfare. The practice of large-scale plantation
land control has so far demonstrated significant disparities, where the majority of land is
controlled by large corporations, while smallholder farmers face limited access to agrarian
resources. This condition has the potential to hinder the achievement of the constitutional
objective stipulated in Article 33 paragraph (3) of the 1945 Constitution, which emphasizes
the control and utilization of natural resources for the prosperity of the people. A juridical
analysis shows that the legal basis for limiting HGU is found in Law No. 5 of 1960 and
various implementing regulations, including Government Regulation No. 18 of 2021 and
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Government Regulation No. 48 of 2025, which grant the state the legitimacy to restrict land
control for the public interest. However, corporate practices through subsidiaries and the
Beneficial Ownership mechanism reveal weaknesses in oversight regarding maximum area
enforcement, highlighting need for a more substantive policy reformulation. The proposed
reformulation emphasizes the use of an Accumulative Ceiling per Business Group approach,
where the HGU area limits are calculated cumulatively based on ownership by the same
economic group. Furthermore, the plasma partnership policy must be strengthened, with a
minimum allocation of 30% of the total HGU designated as land managed directly by local
communities with legal ownership. The implementation of a Surrounding Community
Welfare Index serves as an evaluation tool to ensure that HGU renewals consider not only
administrative or financial aspects but also the company’s social contribution to community
welfare.
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