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Indonesia is the largest producer and largest exporter of palm oil in the world. North 
Sumatra is the second largest producer of palm oil in Indonesia. However, in this time the oil 
palm industry in North Sumatra mostly export commodity in the form of crude palm oil 
(CPO) with low added value, while the demand for palm oil derivative products is very high. 
Thus the competitiveness of the Indonesian palm oil industry is still lower when compared to 
Malaysia as a competitor. The number of added value that can be derived from palm oil 
downstream industry makes palm oil industry as one of the prospective industries for global 
businesses and are appropriately diversified enhanced derivative products. Palm oil industrial 
cluster in Sei Mangkei, North Sumatra is one cluster that was built to treat that condition. 
Palm oil industrial cluster development should be supported by all stakeholders. Therefore, 
study on the strategy of the development of palm oil based industry cluster in Sei Mangkei, 
North Sumatra involving various parties, is expected to contribute positively to the 
implementation of the palm oil industry cluster development in Sei Mangkei, North Sumatra. 

This study aims to identify the actual condition of palm oil industrial cluster in Sei 
Mangkei, North Sumatra (POICSM), to determine the factors (internal and external) that 
influence the development POICSM,to priorities and formulate appropriate strategies to 
develop POICSM to enable it to compete with competitors, especially POIC Lahad Datu 
Malaysia. This research uses Model "Diamonds" Porter that has been adopted in accordance 
with the conditions in Sei Mangkei, North Sumatra, gap analysis, and the Analytical 
Hierarchy Process (AHP). 

Based on the analysis of the main determinants of priority environmental factors in 
the development of palm oil industrial cluster is infrastructure. The main actor in the 
development of palm oil industry cluster is government, with it main goal is to attract 
investors. Establishment of palm oil industrial clusters in Sei Mangkei require a large 
investment in both infrastructure and operational cluster. Therefore, it needs private who 
entrust to invest in palm oil industrial cluster in Sei Mangkei, North Sumatra. Strategies that 
can be developed palm oil industrial cluster in Sei Mangkei, North Sumatra is by 
infrastructure improvement. This is because the infrastructure is owned by North Sumatra 
still under POIC Lahad Datu Malaysia. If the government as the main actor is able to provide 
adequate infrastructure in a way to make improvements and completeness of infrastructure, 
the purpose of attracting investors to invest in POICSM be achieved . 

Policy implications that can be done by the government are by accelerating the 
development and by doing improvement of infrastructure, especially transportation 
infrastructure which includes land transportation and seaport, especially by the construction 
of roads, flyovers, railways, ports and and its components. 
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