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Abstract

This study aims to analyze government policies and their impacts on palm oil agribusiness in Indonesia. Palm
oil is a strategic commodity that plays an important role in the country's economy, but it also faces various
challenges related to environmental, social, and economic aspects. This study uses literature study methods,
conceptual analysis, and documentation to explore government policies that affect this sector, as well as their
impacts on the sustainability and competitiveness of palm oil agribusiness. The results of the study show that
policies involving aspects of regulation, licensing, sustainability certification, and land management have
significant impacts, both positive and negative. Policies that support the sustainability of palm oil production,
such as the implementation of ISPO (Indonesian Sustainable Palm Oil) and a moratorium on land expansion,
contribute to improving the image and competitiveness of the industry. However, inconsistent policy
implementation and lack of supervision often hinder the achievement of sustainability goals and invite
criticism from various parties, both domestic and international. In addition, policies related to taxes, trade,
and economic incentives also affect market dynamics and profits for palm oil agribusiness actors. This study
suggests the need for improvements to government policies that are more inclusive and based on
sustainability principles to support the growth of a more environmentally friendly and sustainable palm oil
agribusiness.
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1. INTRODUCTION

Palm oil (Elaeis guineensis) is one of the plantation commodities that has a great
contribution to the Indonesian economy. As the world's largest palm oil producer,
Indonesia plays a vital role in global palm oil production and trade. Based on data from
the Indonesian Palm Oil Entrepreneurs Association (GAPKI), palm oil contributes more
than 20 million tons of annual exports and provides millions of jobs, both directly and
indirectly, for the people of Indonesia (GAPKI, 2022). However, palm oil agribusiness
faces serious challenges, especially related to sustainability issues, deforestation, and its
impact on the environment and surrounding communities.

The palm oil agribusiness sector cannot be separated from government policies that play
an important role in regulating and directing palm oil production and management
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practices. These policies, both in the form of national regulations and those implemented
in international frameworks, cover various aspects such as sustainability certification,
natural resource management, and land expansion licensing. Along with increasing global
awareness of environmental issues, the Indonesian government is increasingly
tightening regulations related to the sustainability of the palm oil industry. One of the
important initiatives is implementation of ISPO (Indonesian Sustainable Palm Oil)
certification, which aims to encourage environmentally friendly and socially responsible
production practices (Ministry of Agriculture, 2020).

However, government policies also have a mixed impact on the palm oil agribusiness
sector. On the one hand, policies that support sustainability, such as a moratorium on
land expansion and the implementation of certification standards, can improve the
competitiveness of the palm oil industry in a global market that is increasingly concerned
about sustainability. On the other hand, inconsistent or poorly coordinated policies can
lead to an imbalance between economic and environmental interests, which ultimately
negatively impacts the sustainability of the sector (Rist et al., 2010). Therefore, it is
important to conduct an in-depth study of the impact of government policies on palm oil
agribusiness.

This study aims to analyze various government policies related to palm oil agribusiness
and their impact on the sustainability and competitiveness of the industry. The methods
used in this study are literature study, conceptual analysis, and documentation, which
allow to identify the relationship between the policies implemented and the real
conditions that occur in the field. In addition, this research will also explore the potential
for policy improvements to support the continuity and sustainability of palm oil
agribusiness in Indonesia.

2. METHOD

This study uses literature study methods, conceptual analysis, and documentation to
analyze government policies and their impact on palm oil agribusiness in Indonesia. This
method was chosen because it allows for the collection and analysis of relevant
information from various existing written sources, as well as provides a deeper
understanding of the policy dynamics affecting the palm oil sector.

1. Literature Studies

The literature study method is used to collect information from a variety of written
sources, including scientific journals, books, policy reports, government documents, as
well as publications from international organizations and non-governmental
organizations. This literature study aims to explore and summarize various researches
relevant to government policy topics related to palm oil agribusiness, as well as
understanding the social, economic, and environmental contexts that accompany these
policies. This process is carried out by looking for sources published in the last ten years
to ensure the relevance and depth of the information obtained.
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2. Conceptual Analysis

Conceptual analysis is used to understand theories and concepts related to government
policies, palm oil agribusiness, and sustainability. In this case, conceptual analysis refers
to the study of the relationship between government policies and the impact on the palm
oil agribusiness sector. Some of the main concepts analyzed in this study include
sustainability, policy efficiency, and the social and economic impact of policies
implemented by the government.

This analysis also includes an understanding of the implementation of policies such as
ISPO (Indonesian Sustainable Palm Qil) certification, land moratoriums, and trade and
tax policies related to palm oil exports. Through a conceptual approach, researchers can
explore whether existing policies are in accordance with sustainability principles and
how these policies affect agribusiness actors, local communities, and the environment.

3. Documentation

The documentation method is used to obtain secondary data sourced from various
official documents, such as laws and regulations, government policies, as well as reports
and statistics related to palm oil published by government agencies and related
organizations. This documentation is an important part of obtaining an overview of the
policies implemented by the Indonesian government, including those related to natural
resource management, sustainability certification, and palm oil industry regulations. In
addition, documentation also includes reports on the implementation of policies that can
provide insight into the effectiveness of the implementation of these policies in the field.

4. Data Collection Methods

The data collection process is carried out by searching and reviewing relevant literature
from various scientific databases such as Google Scholar, JSTOR, and Scopus. In addition,
policy documents issued by the Indonesian government, such as the Ministry of
Agriculture, the Ministry of Environment and Forestry, and other supervisory agencies,
are also analyzed in depth. Data from reports from international organizations such as
UNDP and the World Bank were also used to enrich the analysis of the impact of
government policies on palm oil agribusiness in Indonesia.

5. Data Analysis Methods

The data obtained from literature and documentation studies will be analyzed
qualitatively with an analytical descriptive approach. The researcher will identify
emerging patterns in government policies related to palm oil agribusiness and their
impact on the sector. Furthermore, conceptual analysis is used to relate these policies to
sustainability theories and market dynamics. The results of this analysis are expected to
provide a clearer understanding of the relationship between government policies and
their impact on the sustainability of palm oil agribusiness in Indonesia.

6. Research Limitations

This research has several limitations, including limited access to data and reports from
the private sector or companies that may not be publicly published. In addition, despite
using relatively recent literature, it is possible that recent policies have not been fully
reflected in this study. Therefore, the findings produced in this study are expected to
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provide an overview of the impact of government policies on palm oil agribusiness,
although it cannot fully cover all existing aspects.

3. RESULTS AND DISCUSSION
Impact of Government Policy on Palm Oil Agribusiness in Indonesia

Indonesia, as the world's largest palm oil producing country, has quite complex policies
in regulating the palm oil agribusiness sector. The policy covers various aspects, ranging
from licensing, land management, sustainability certification, to international trade.
Based on the literature and documentation studies conducted, Indonesian government
policies can be divided into two main categories: policies that support the sustainability
of the palm oil industry and policies that pose challenges to the sector.

a. Policies that Support the Sustainability of Palm Oil Agribusiness

Sustainability policies, such as the implementation of ISPO (Indonesian Sustainable Palm
Oil) certification, are one of the government's efforts to improve the quality and
competitiveness of Indonesian palm oil in the global market. ISPO certification is
designed to ensure that palm oil production practices in Indonesia meet high social and
environmental standards. Based on research conducted by Rist et al. (2010), the
implementation of ISPO is expected to improve the image of Indonesia's palm oil
industry, which is often criticized for its deforestation practices and human rights
violations.

In addition, the moratorium on oil palm land expansion, which has been implemented
since 2011, has also had a positive impact on reducing the conversion of forest land into
oil palm plantations. This moratorium aims to halting new permits for land clearing in
primary forest areas and peatlands, which are considered important steps to protect
biodiversity and reduce greenhouse gas emissions. According to the Putri, this
moratorium has proven to reduce the rate of deforestation in Indonesia, although
challenges in implementation in the field still exist (Putri, 2022).

Policies That Cause Challenges for Palm Oil Agribusiness However, government policies

One of the main issues is uncertainty in licensing and policy implementation that is
inconsistent between the central and regional levels. For example, although a
moratorium on land expansion has been implemented nationally, its implementation is
often inconsistent at the local level, with some regions still granting permits for land
conversion contrary to the policy (Putri, 2022). This uncertainty creates an imbalance
between industry players who need legal certainty and government efforts to protect the
environment.

In addition, policies related to taxes and economic incentives also affect the
competitiveness of the Indonesian palm oil industry in the global market. Many major
palm oil consumers, such as the European Union, have introduced policies restricting
palm oil imports on environmental sustainability grounds, including regulations
requiring sustainability certification or the imposition of additional tariffs on products
that do not meet certain environmental standards. This threatens the competitiveness of
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Indonesian palm oil, most of which still do not fully meet the sustainability standards
desired by the international market (Putri, 2022).

The Impact of Policy on the Sustainability and Competitiveness of Palm Oil Agribusiness

The impact of government policies on the sustainability and competitiveness of
Indonesia's palm oil agribusiness is highly dependent on how the policy is implemented
and how effective the monitoring is. Based on conceptual analysis, the sustainability
policies implemented, such as ISPO and land expansion moratorium, have the potential
to increase the competitiveness of the industry in a global market that is increasingly
paying attention to sustainability factors. However, the effectiveness of this policy is
highly dependent on the government's commitment to ensuring that the policy is
implemented consistently at all levels of government.

Based on the results of the documentation and data obtained, although there are policies
that support sustainability, the implementation of these policies is often hampered by
challenges in supervision and law enforcement. For example, although ISPO certification
is mandatory for all oil palm plantation companies, many small companies have not been
able to meet these requirements due to limited resources and knowledge. This causes
gaps in policy implementation that can have an impact on the overall sustainability of the
palm oil sector.

In contrast, policies that focus more on economic aspects, such as fiscal incentives and
subsidies for exports, while boosting short-term competitiveness, often do not consider
long-term environmental impacts. Without clear and integrated policies, Indonesia's
palm oil sector could face the risk of natural resource degradation and loss of
international markets. increasingly stringent on sustainability issues (Rist et al.,, 2010).

The Government's Role in Directing the Palm Oil Sector Towards Sustainability

To drive the palm oil agribusiness sector towards better sustainability, the Indonesian
government needs to improve and strengthen existing policies, as well as integrate
sustainability aspects in economic and environmental policies holistically. First, the
government needs to ensure that certification policies, such as ISPO, are better
implemented, for both large and small companies. Counseling and technical support for
small-scale oil palm farmers is essential so that they can meet sustainability standards.

Second, it is necessary to strengthen supervision of palm oil production practices,
especially at the regional level, which is often a gap in policy implementation. The
government can strengthen coordination between various government agencies, both at
the central and regional levels, to ensure that policies are implemented uniformly and
effectively.

4. CONCLUSIONS AND SUGGESTIONS

This study aims to analyze the Indonesian government's policies and their impact on
palm oil agribusiness, with a focus on aspects of sustainability and industrial
competitiveness. Based on the results of analysis from literature studies, conceptual
analysis, and documentation, it can be concluded that Indonesian government policies
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have a significant influence on the development of the palm oil sector, both in positive
and negative aspects.

Based on the findings and analysis in this study, some suggestions that can be submitted
for improving government policies in supporting the sustainability of Indonesia's palm
oil agribusiness are as follows: a) The government needs to strengthen supervision of
policy implementation, especially sustainability policies such as ISPO and land expansion
moratorium. Stricter enforcement of laws against policy violations, as well as increased
coordination between the central and local governments, will increase the effectiveness
of existing policies. In addition, the government needs to provide technical support and
training to companies and oil palm farmers, especially small ones, to comply with
sustainability standards. b) One of the major challenges in the palm oil sector is the high
number of smallholders who do not have adequate access to adopt sustainable practices.
Therefore, the government needs to improve extension programs and provide incentives
for smallholders to obtain ISPO certification. More comprehensive counseling can help
them understand the importance of sustainability in improving competitiveness and
international market access.

5. ACKNOWLEDGEMENTS

We would like to express our sincere gratitude to all individuals and institutions that have
supported this research. Special thanks to the Agribusiness Study Program at the Faculty
of Agriculture, Universitas Islam Sumatera Utara, and the Agribusiness Study Program at
Institut Teknologi Sawit Indonesia for their valuable resources and guidance. We also
extend our appreciation to our colleagues and peers for their constructive feedback and
insights during the research process. Additionally, we acknowledge the support from
various government agencies and organizations that provided data and information
essential for this study. Finally, we are grateful to our families for their unwavering
encouragement and understanding throughout this research journey.

6. REFERENCE

GAPKI. (2022). Laporan Tahunan GAPKI 2022. Asosiasi Pengusaha Kelapa Sawit
Indonesia.  https://gapki.id/news/2023/01/25 /kinerja-industri-minyak-sawit-

2022/
Kementerian Pertanian. (2020). Strategi Pengembangan Kelapa Sawit Berkelanjutan di
Indonesia. Jakarta: Kementerian Pertanian Republik Indonesia.

https://ppid.pertanian.go.id/doc/1/Draft%20Renstra%202020-
2024%?20edited%20BAPPENAS%?20(Final).pdf

Rist, L., Feintrenie, L., & Levang, P. (2010). The Livelihood Impacts of Oil Palm:
Smallholders in Indonesia. Biodiversity and Conservation, 19, 1009-1024.
http://dx.doi.org/10.1007/s10531-010-9815-z

Putri, E. I. K,, Dharmawan, A. H.,, Hospes, O., Yulian, B. E., Amalia, R., Mardiyaningsih, D. [,
Kinseng, R. A, Tonny, F., Pramudya, E. P., Rahmadian, F., & Suradiredja, D. Y. (2022).

146



Novrini S..et al.,

The Oil Palm Governance: Challenges of Sustainability Policy in
Indonesia. Sustainability, 14(3), 1820. https://doi.org/10.3390/su14031820

Inpres No 8 Tahun 2018 Tentang  Moratorium Lahan Sawit.
https://www.bpdp.or.id/inpres-no-8-tahun-2018-tentang-moratorium-lahan-
sawit

147



