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• The palm oil as a commodity fulfils not only Indonesia’s 
domestic basic need on food but also its development 
towards creating positive impact on economic activities 
and employment, poverty alleviation and inequality;

• Nevertheless, palm oil development also bring about 
negative impacts on environment;

• In order to reduce the negative impacts on 
environment, global buyers from the North (e.g. 
Unilever) and global environment NGOs (e.g. WWF) 
lead the establishment of Roundtable on Sustainable 
Palm Oil (RSPO) in 2004;

• RSPO sets environmental and social sustainability 
principles and standards (P&C) to be met by its 
members in return to get market entry into the North 
(i.e. EU);

• Palm oil producers and exporters have to follow 
certification procedures to get label of Certified 
Sustainable Palm Oil (CSPO)



• RSPO currently adopts a more stringent sustainability 
standards to be met including No Deforestation,   No
Fire,   No Planting   on   Peat,   Reduction   of   GHGs,   
Respect   for   Human   Rights   and Transparency (RSPO 
NEXT 2015);
• The standards apparently have shifted from ‘weak’ sustainability 

to ‘strong’ sustainability’ (Hediger, 1999; Neumayer, 2003; Dietz 
& Neumayer, 2007, Davies, 2013, Pelenc et al, 2015) or ‘clean’ 
supplies rather than ‘sustainable’ supplies (Pirard et. al., 2015)

• In addition, the Global North tends to deter entry for palm 
oil (ranging from very high import tariffs on palm oil to 
unfair market competition e.g. retailers are promoting label 
of “No Palm Oil”/”Sans Huile de Palme”/”Zonder Palmolie”) 
rather than accommodates entry for CSPO;

• At the same time, the Global North is no longer the largest 
export market for Indonesia’s palm oil. The largest buyers 
have shifted to the emerging markets of the Global South, 
notably India and China;

• The emergence of the global buyers from the South raises 
concerns on the divergent outcomes of sustainable 
production of palm oil in Indonesia.
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• The research aims to understand the effects of 
palm oil buyers from India and China on the 
sustainable production of palm oil in Indonesia. 

• The research questions:
1. How buyers of India and China are committed, 

sensitive or open to buying the CSPO from 
Indonesia; 

2. To what extent can sustainable production of 
palm oil apply producer-driven initiative 
despite buyer-driven initiative being non 
existent.
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• The development of palm oil in Indonesia has 
existed since the early 19th century during the 
Dutch colony administration;

• Until the 1980’s, the area of palm oil plantation in 
Indonesia covered merely 300,000 hectares. Most 
investors of palm oil plantations came from the 
Global North (e.g. British Harrisons & Crossfield
Plc., Franco-Belgian La Société Financière des 
Caoutchoucs/Socfin S.A., American Uniroyal Inc.);

• The rapid expansion of Indonesia’s palm oil began 
in the mid 1990s due to the combination of factors 
on both the demand and supply sides;



Land area of Indonesia’s palm oil 1967-2015 (in 
million hectares)
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• On the demand side, it was a growing concern on 
more healthy substitutes of animal fats;

• On the supply side, it was a relatively high 
productivity of vegetable oil and a success of the 
Nucleus Estates and Plasma Smallholders (NES/PIR) 
Projects during 1980-1989 funded by the World 
Bank as a development model of plantations by 
synergizing between large private plantations and 
smallholders;
• Palm crops yields 9X more vegetable oil than soybeans, 

7.5X more than rapeseed and 6X more than sunflowers 
per hectare (Basiron, 2007 and de Vries, et al., 2010). 

• Palm crops uses the least land in producing vegetable 
oil. Palm crops occupies just 0.23% of the world’s 
farmland, while sunflower uses 0.51%, rapeseed 0.67% 
and soybean 2.14% (Miller, 2015).



Performance of Indonesia’s palm oil, 2017

55%

39%

6%

Distribution of palm oil land area from total of 
12.8 million hectares 

Private Smallholders State

60%

33%

8%

Distribution of palm oil production from total of 
38.17 million tonnes

Private Smallholder State



• Significant contribution of smallholders in 
Indonesia’s palm oil industry but relatively low 
productivity;
• Certification procedures of smallholders to comply with 

RSPO Sustainable standards are still the big challenges; 



Global palm oil producers and exporters, 2017
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Export volume of Indonesia’s palm oil 
(in million tonnes)

Market 2013 2014 2015 2016 2017

India 6.1 5.1 5.8 5.78 7.63

EU 4.0 4.13 4.2 4.37 5.03

China 2.67 2.43 3.99 3.23 3.73

Pakistan 0.9 1.66 2.19 2.07 2.21

Middle East 1.98 2.29 2.11 1.98 2.12

US 0.38 0.48 0.76 1.08 1.18

Bangladesh 0.66 1.04 1.13 0.92 1.26

Total 20.58 22.89 26.47 25.11 31.05



• The shift in global palm oil buyers and importers in 
which the Global South notably China and India 
takes over the domination of the EU global buyers 
and importers

• In case of Indonesia, while in 1990 the EU making 
up 75% of Indonesia palm oil export share, 
currently EU’s share remains only 14% 

• It is predicted that the EU import share of 
Indonesia’s palm oil will keep falling until taken 
over by China in 2025 (as forecasted by Council of 
Palm Oil Producer Countries/CPOPC, 2018).
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Some previous findings

• Standards are less likely to govern the Global South-
South due to market preferences (Kaplinsky & 
Farooki, 2011);

• Public governance will be more prevalent than 
private governance due to the source of power 
coming from government (Horner, 2016);

• Price sensitive consumer preferences and low 
legitimacy of private governance in India and China 
are causing the low level of CSPO uptake (Schleifer & 
Yixian, 2018).

Challenges

• The Global South-South sustainability governance 
brings about threats resulted in regressing towards 
unsustainable (‘low road’) development in producing 
countries;



Some findings from Indonesia

• Low public interest on environment sustainability of buyers from 
India and China, thus public governance (i.e. trade policies) is 
prioritizing towards other issues (e.g. food security - affordability 
and sufficiency);

• Nevertheless apparently Indonesian palm oil has reached a point 
of no return on sustainable production and has to go forward.

Challenges

• I argue that it is opportunities rather than threats on the 
continuation of sustainable production of palm oil in Indonesia;

• The low public interest and public policy priority on 
sustainability in India and China is not static but dynamic, 
following patterns of socio economic development (e.g. 
Environmental Kuznets Curve);

• On the non-existence of strongly India’s and China’s buyer-
driven sustainability governance; thus producer has to take 
a lead in driving the Global South’s buyers and market for 
sustainable production of palm oil;
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Producer-driven sustainability governance

Reformulating sustainability governance in the nexus 
between Global South-South through balancing the trade-
off of economic gains and ecological scale and its dynamics:

• Reaches an efficient mix of the economic gains and the 
ecological scale made based on objectives to achieve a better 
welfare and more sustainable future for society (a particular 
point on the utility possibilities frontier);

• Opens for continuous improvement toward an optimal mix of 
economic and environment sustainability over time based on 
ongoing adaptation of sustainability principles and standards 
by the Global South (a movement along the utility 
possibilities frontier) and potentials of technological change 
(a shift the utility possibilities frontier).



• Puts the nation-state back in global sustainability 
governance to enhance its outcomes:

• Nation-state can sometimes create more balance 
power relations between producer and buyer 
countries;

• Nation-state can sometimes improve 
sustainability outcomes of private governance 
through establishment of legally binding public 
policies and government regulations
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Case of Indonesia Sustainable Palm Oil (ISPO) 

• The ISPO was launched by the GOI in 2009 as a commitment 
of Indonesia palm oil to progress toward sustainable 
production;

• The primary objective of the GOI in introducing the ISPO is 
to ensure that all Indonesian palm oil producers (e.g. large 
plantations and smallholders, export- and domestic-
oriented market) conform to higher agricultural standards;

• Higher agricultural standards and practices refers to relevant 
regulations issued under the formal legal system of the 
Republic of Indonesia, compiled across ministries and 
government authorities;

• The ISPO becomes Indonesia’s sustainability “legality 
standard” with its mandatory status in contrast to voluntary 
characteristics for the RSPO;

• Palm oil producers that can fulfil the principles and criteria 
of the ISPO will be awarded the Certificate of ISPO.



Case of Smallholders’ Palm Replanting Programme 
(PSR)
• The PSR Programme introduced in 2017 to replanting about 

5 million hectares of smallholders’ palm trees aged 25 years 
and more;

• The replanting aims explicitly to increase productivity of 
smallholders from 2-3 tonnes to 8 tonnes FFB/hectare/year; 

• Implicitly it also reduce deforestation and biodiversity loss 
through an intensive production system and techology use 
of superior palm oil seeds);

• Smallholders that receive the Replanting Funding have to 
comply with the ISPO sustainability principles;

• The programme is funded by a levy on Indonesia’s palm oil 
exports (mostly by large plantations) collected by the Palm 
Oil Crop Fund (BPDP).
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