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RESUME 
 
The Indonesian government has issued PMK No. 57/2020 related to changes in BLU BPDPKS rates. The Ministry of Finance 

(PMK) mentioned the amount of export levies for CPO of USD 55 per ton. The export levy policy has resumed after the last 1.5 years 
not being implemented due to the declining trend in world CPO prices. When compared with PMK No. 152/2018, CPO export levy 
rates increased by USD 5 per ton ie from USD 50 per ton (at a reference price of CPO above USD 619 per ton) or an increase of  USD 
30 per ton ie from USD 25 per ton (at reference prices of CPO is USD 570 per ton - USD 619 per ton). 

Theoretically, the export levy policy as one of the instruments of the export tax will have an impact on the decline in the 
welfare of producers (oil palm planters and plantation companies) which is greater than the increase in the welfare of the 
downstream palm-based industry and additional government revenue as well as reducing the competitiveness of Indonesia's CPO 
exports in the market international. 

However, by using a comprehensive perspective to see cases faced by the national oil industry during the Covid-19 pandemic, 
where there was oversupply of CPO on the domestic market, causing a decrease in CPO and FFB prices, the policy of increasing CPO 
export tariffs was considered to be a relevant policy to be implemented. This is because the policy will stabilize the supply of CPO in 
the international market because of the increase in domestic absorption by the downstream industry, particularly the biodiesel 
industry through the B30 mandatory program.  

The increase in the amount of export levy is also a solution to the problem that has the potential to hamper the operation of 
the B30 mandatory program in Indonesia, namely the difference in the biodiesel Market Price Index (HIP) and the widening diesel 
prices due to the downward trend in world diesel prices. The large difference causes the burden of incentives (subsidies) given by the 
government to biodiesel producers to be even greater. With the increased export levy tariffs, it is expected to be able to optimize the 
implementation of the B30 mandatory program. So that the program is expected to be able to improve the price of CPO and FFB, 
save on foreign exchange imports that can nourish Indonesia's trade balance to produce a larger multiplier effect that can 
contribute to the country's economy. 

The prognosis described above shows that the policy to increase CPO export tariffs is a policy that is quite relevant to be 
implemented at this time. However, the implementation requires timing and schedule to minimize the negative impact of falling CPO 
and FFB prices at the producer level. Optimization of palm oil downstreaming through the mandatory B30 must first be ensured to 
run optimally before enacting a new export levy policy. This is because oil palm farmers and companies as producers of CPO and FFB 
must still be profitable because of the high prices of CPO and FFB which have been enjoyed as a mandatory impact of B30, even 
though the price of FFB/CPO has declined again as a result of the implementation of export levy. In addition, it is also suggested that 
PMK 57/2020 still follows the systematic in PMK 152/2018, where there is a threshold price for applying export levies with 
progressive export levies following a certain reference price range. 
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INTRODUCTION 

Palm oil and its derivatives are one of 
Indonesian products subject to export 
tariffs/taxes. The purpose of the 
implementation of export taxes on oil palm 
products is to increase availability in the 
domestic market, encourage the 
development of the domestic downstream 
industry and to increase government 
revenue. Palm oil, especially Crude Palm Oil 
(CPO), which is classified as an upstream 
product group (raw materials) is subject to a 
relatively high rate export tax. This is 
because CPO is a commodity that is widely 
exported due to large world market demand 
even though the demand for CPO in the 
domestic is also high which is used as raw 
material by the downstream industry. 

The export tax imposed on palm 
products consists of two, namely Export 
Duty and Export Levy. Although both of 
them are export tax instruments, there is a 
fundamental difference, namely the export 
duty become state revenue while the export 
levy are used to finance the national palm oil 
industry.  

Since July 2015 until now, Export Duty 
for CPO has not been charged anymore 
because the reference price of CPO issued by 
the Indonesian Ministry of Trade as a 
reference for export prices, is below the 
threshold price of USD 750 per ton. 
Meanwhile, CPO exports are still subject to 
Levy tariffs. But along with the decline in 
CPO prices on the international market in 
2019, the Indonesian government also 
eliminated export levies for CPO. 

In 2020, the Indonesian government 
issued a new policy related to an increase in 
export levy tariffs for palm oil and its 
derivative products, which is became 
effective on June 1, 2020. Referring to the 
Minister of Finance Regulation (PMK) 
Number 57/PMK.05/2020 concerning 
Service Rates of the Public Service Agency 
and the Palm Oil Fund Management Agency, 
states that the export levy tariff for CPO is 
USD 55 per ton. 

The new export levy policy shows that 
Indonesia is increasing export trade 
protection. This condition is inversely 
proportional to the competitor countries of 
Indonesia, where Malaysia actually removes 

export barriers by issuing a policy to abolish 
CPO export taxes since June 2020. The 
policies carried out by the two largest CPO 
producer countries in the world are very 
contradictory. In the Covid-19 pandemic 
which had an impact on reducing global 
demand, the policy of increasing Indonesia's 
CPO export levy tariffs is considered harmful 
to the national palm oil industry. 

This paper aims to discuss the pro and 
contra of the new export levy seen from 
national palm oil industry players, namely 
oil palm farmers, palm oil companies and 
downstream industries and also the 
government. By using a comprehensive 
perspective, it is expected that alternative of 
implementation policies can be obtained in 
order to minimize the negative impacts of 
these policies.  
 
 

HISTORICAL IMPLEMENTATION OF 
INDONESIA'S CPO EXPORT LEVY 

POLICY 

Referring to of Law No. 39/2014 
concerning Plantations, Article 93 revealed 
that to meet the financing of plantation 
development can be done among other 
things, through raising funds from plantation 
agents intended to finance human resource 
development, research and development, 
promotion, replantation of plantation crops 
and or plantation facilities and 
infrastructure. The law has been followed up 
with PP No. 24/2015 regarding Plantation 
Fund Collection, Presidential Regulation No. 
61 of 2015 concerning Collecting and Using 
Palm Oil Plantation Funds (Oil Palm Fund), 
PMK No. 113/2015 concerning the 
Organization and Working Procedures of the 
Palm Oil Plantation Fund Management 
Board, PMK No. 114/2015 concerning Public 
Service Tariff of the Palm Oil Fund 
Management Agency (BPDPKS) at the 
Ministry of Finance. 

The collection of export levies is carried 
out at customs (export ports) together with 
the withdrawal of export levy. Whereas the 
management of the levy funds was carried 
out by the Public Service Agency (BLU) of 
Ministry of Finance namely BPDPKS. Then 
BPDPKS used the palm oil levy funds to 
finance the program, namely: (1) biodiesel 
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funding support; (2) Smallholders' Palm Oil 
Replanting (namely: Program Sawit 
Rakyat/PSR); (3) human resources 
development; and (4) research and 
development in palm oil field. 

In PMK No. 114/2015 it is stipulated 
that the export levy for crude palm oil (CPO) 
is USD 50 per ton. The amount of export 
levies for CPO has not changed, although the 
government has revised regulations 
regarding the BLU of BPDPKS rates through 
PMK No. 133/2015 and PMK No. 81/2018. 

Along with the decline in world CPO 
prices, the government revised the amount 
of the BPDPKS BLU tariff or export levy tariff 
by issuing PMK No. 152/2018 in December 
2018. Unlike the previous regulation which 
is flat rate, the new regulation imposes a levy 
based on a reference price with a 

progressive tariff rate in line with the 
increase in CPO prices. If the CPO reference 
price is below USD 570 per ton, no levy will 
be charged. If the reference price of CPO 
ranges between USD 570 - USD 619 per ton 
of CPO then export CPO subject to a levy of 
USD 25 per ton. And if the reference price of 
CPO is above USD 619 per ton of CPO, the 
export CPO subject to levy about USD 50 per 
ton. 

The downward trend in CPO prices 
continues in 2018-2019, this has 
implications for the Indonesian government 
to issued policy about not to charge export 
levy for every ton of CPO exported (Figure 1) 
based on PMK No. 23/2019 that effective 
since March 1, 2019 and PMK No. 136/2019 
which is effective since 30 September 2019. 

 
Figure 1. CPO’s price at FOB Belawan*, CIF Rotterdam*, Reference Price**, CPO Export Levy*** 

(Source: *MPOB, ** Ministry of Trade Indonesian *** Ministry of Finance Indonesian) 
 
Along with better CPO prices compared 

to last year, the Indonesian government 
issued a new policy again related to an 
increase in export levy rates for palm oil and 
its derivative products. Refer to PMK No. 
57/2020 concerning Service Rates of the 
Public Service Agency and the Palm Oil Fund 
Management Agency, states that the export 
levy tariff for CPO is USD 55 per ton. The 
new export levy policy for CPO products has 
been effective since June 1, 2020. 

If we compare PMK 57/2020 with PMK 
No. 152/2018, CPO export levy rates 
increased by USD 5 per ton ie from USD 50 

per ton (at a reference price of CPO above 
USD 619 per ton) or an increase of USD 30 
per ton ie from USD 25 per ton (at reference 
prices of CPO is USD 570 per ton - USD 619 
per ton). In addition, the new export levy 
policy also use a flat rate system that is, 
regardless of low or high CPO prices, the 
same export levy will be charged at USD 55 
per ton. 
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IMPALICATION OF INCREASED CPO 
EXPORT LEVY POLICY 

Application of export taxes in the form 
of export levy which are indirect taxes that 
will affect the market mechanism that cause 
the price disparity between the price of 
domestic CPO and export CPO prices (FOB). 
If prior to the application of the export tax it 
is assumed that the domestic CPO price (Pd0) 
is the same as the FOB world CPO price 
(Pw0) then the export tax will be applied by t 
unit, then it will reduce the domestic CPO 
price to Pd1 = Pw0 (1 - t) and raise the price 
of the FOB CPO to Pw1 = Pw0 (1 + t). As a 
result, the CPO price of FOB after the export 
tax is higher than the domestic CPO price. 
This means that there is a disparity or 
difference in domestic CPO prices with FOB 
CPO prices. This price disparity reflects 
market imperfections (PASPI, 2016a). In 
economic theory, the export tax policy 
(export levies) will also affect the welfare of 
market participants, namely producers and 
consumers who trade off or contradict each 
other. 

Impact on upstream (Palm Oil 
Companies and Farmers). Lower domestic 
CPO prices will then be transmitted to the 
plantation level in the form of lower Fresh 
Fruit Bunch (FFB) prices than before. 
According to the PASPI study (2016b), 
farmers' losses due to export levy reached 
Rp 261 per kg (16.54 percent). Low FFB 
prices will reduce income so that it can 
reduce the welfare of CPO/FFB producers 
(worse-off). This shows that are cause loss of 
CPO and FFB producers, especially 
smallholder farmers (Sipayung, 2018). 
Another implication is the enactment of 
export taxes including export levy is 
reducing the role of the national oil industry 
in reducing rural poverty, considering that 
oil palm plantations are an important part of 
reducing rural poverty (Susila, 2004; World 
Growth, 2011). 

For corporations/palm oil companies, 
the policy also has an impact on increasing 
production costs, thereby reducing the 
competitiveness of the company's products. 
Meanwhile, export levy will be burdened by 
oil palm plantation company to farmers 
(Maswadi, 2012). Oil palm farmers will 
suffer double losses because in addition to 

the low price of FFB as a result of the export 
levy policy, oil palm farmers also suffer more 
because of “bent” in Palm Oil Milling using 
the excuse that farmers' FFB are considered 
illegal and do not have ISPO certification, so 
the FFB price received by farmer will be 
disounted around 30-40 percent 

The low price of FFB also has 

implications for decreasing the area of oil palm 

producing plants so that production decreases 

(Marks et al., 1998; Susila, 2004; Obado, et al., 

2009; Purba, 2012). As well as being a 

disincentive for producers to optimize 

plantation management and technology 

adoption so that the impact on the lower 

productivity and quality of palm oil that 

produced. In the current conditions, especially 

in the future, where land is more limited, it 

should be an increase in productivity for 

sustainability of Indonesian CPO’s production. 

However, the existence of disincentives (due to 

export levy policies) can frustrate efforts to 

increase productivity. 

Impact on downstream (Downstream 

Industry). Downstream players will be 

benefited from the implementation of export 

levies. Palm oil-based downstream industries 

(oleofood, oleochemical and biodiesel) will be 

more benefited (better off), because they can 

enjoy lower domestic CPO prices. Even the 

biodiesel industry get double benefit because of 

the cheap price of raw materials and get 

incentives from the difference in the price of 

biodiesel (if the biodiesel’s Market Price Index 

(HIP) is above diesel’s HIP). The additional 

benefits are expected to encourage an increase 

in downstream production (downstream). This 

shows that consumer welfare has increased 

(better off). 

Indonesia's welfare (netto), downstream 

industries enjoyed additional benefits (better-

off), while CPO/FFB producers both oil palm 

companies and palm oil planters have losses 

(worse-off) due to the export levy policy. 

Referring to the experience of Indonesia in 

previous years and based on economic theory 

and empirical studies, the value of the decline 

in benefits losses by CPO/FFB producers is 

greater than the additional benefits enjoyed by 

downstream industries, so that overall 

Indonesia’s welfare is worse off.  

In addition, the export levy policy has 
implications for increasing export prices 
(FOB CPO). Higher export prices make the 
price of Indonesian palm oil no longer 
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competitive, thereby reducing the 
competitiveness of Indonesia's palm oil 
exports in the global market (Hasan et.al, 
2001; Rifin, 2005). The impact of this decline 
in competitiveness is particularly worrying 
during the Covid-19 pandemic when global 
demand declined. Malaysia, with the 
elimination of the CPO export tax, which 
came into force in June 2020, is trying to 
maintain its export market. Meanwhile, the 
contradictory policies implemented by the 
Government of Indonesia have the potential 
to lose the export market due to Indonesia's 
CPO which is less competitive compared to 
Malaysian CPO because of the more 
expensive Indonesian CPO prices. 

The above description shows that from 
the standpoint of economic theory, the 
export levy policy will reduce the welfare of 
the palm oil industry and national welfare 
and reduce the competitiveness of 
Indonesia's CPO. However, by using a 
comprehensive perspective or not partial to 
see the condition faced by the national oil 
industry at this time in the Covid-19 
pandemic, the policy of increasing CPO 
export levy rates is considered to be a 
relevant policy to be implemented. 

Currently, there is an oversupply of CPO 
in the global market because CPO production 
in Indonesia and Malaysia is increasing while 
the demand of importing countries has 
decreased as a result of the lockdown during 
the Covid pandemic. The excess CPO stock 
caused the CPO and TBS prices to decline. So 
that the downward trend in CPO prices does 
not continue, it needs policies that can 
increase the absorption of domestic CPO by 
downstream industries. The oleofood and 
oleochemical industries have limitations in 
the absorption of palm oil as a raw material 
related to consumer habits, although demand 
has increased amid the Covid-19 pandemic. 
Therefore, increasing the absoption of 
domestic CPO through the biodiesel industry 
can be relied. This is because, the 
implementation of the B30 mandatory 
program is capable to absorbing 9.59 million 
kiloliters of FAME or more than 10 million 
tons of CPO. 

The problem is, the global crude oil price 
has fallen since the beginning of the year due 
to decreased demand. The price of crude oil 
(brent) in January 2020 was USD 63.65 per 

barrel decreased to USD 29.38 per barrel in 
May 2020. The same thing also happened to 
the CPO price (CIF Rotterdam) which was 
corrected from USD 831 per ton to USD 527 
per ton. Although the CPO price decline was 
not as sharp as the price of crude oil and 
diesel, but the difference in the prices of 
diesel and palm oil more widen. 

In May 2020, the diesel’s HIP was only 
Rp 3,083.14 per liter while biodiesel’s HIP 
reached Rp 8,494 per liter. So the difference 
reached Rp 5,411 per liter or an increase 
compared to the difference in HIP for the 
January 2020 which is only Rp 2,000 per 
liter. This large difference causes the charge 
of incentives (subsidies) given by the 
government to biodiesel producers to be 
even greater. Therefore, the policy to 
increase CPO export levy tariffs is considered 
as the right policy to continue the mandatory 
B30 policy in order to improve the prices of 
CPO and FFB, save foreign exchange imports 
and produce a greater multiplier effect that 
can contribute to country's economy. 

The Secretariat General of the National 
Energy Council (2019) estimates the 
economic and environmental benefits 
resulting from the implementation of B30 to 
be greater than the B20 policy. Foreign 
exchange savings due to reduced diesel 
imports will increase to Rp. 74.928 trillion. 
The increase in added value is also getting 
bigger, namely to Rp. 14.02 billion. 
Absorption of labor also increased to 9,055 
people. Another important thing is the 
commitment of the Government of Indonesia 
to reduce GHG emissions is also increasingly 
evident, seen from the greater of reduction 
in emissions to 14.25 million tons of CO2 eq. 

Beside to being a “weapon” for the 
sustainability of the B30 mandatory 
program in Indonesia, the additional CPO 
export levies are also utilized for the 
development of human resources for the 
palm oil industry, research and other 
developments in the oil palm plantations 
such as plantation infrastructure and 
production inputs. In 2020, BPDPKS also 
increased the PSR (replanting 
programme) grant fund to Rp 30 million 
per hectare from Rp 25 million per 
hectare previously. 
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ALTERNATIVE IMPLEMENTATION OF 
PMK NO. 57/2020 FOR MINIMIZE 

WORSE OFF 

Market conditions that are free of trade 
barriers (free trade) are the best conditions, 
because every market player, both 
producers and consumers, is able to 
optimize the level of welfare obtained from 
trading activities. But in real conditions, 
other trade instruments are needed in order 
to encourage the downstreaming of the 
domestic industry so as to create added 
value product and other multiplier effects 
for the development of the domestic 
economy. One of the trading instruments to 
achieve the downstreaming goal is the 
application of export taxes or export levies. 
Although the export tax will change the 

market balance which will distort the 
welfare obtained by market participants 
(producers and consumers), this policy is 
considered as the "Second Best Alternative 
Policy" because it is proven to be able to 
encourage downstreaming. 

By weighing the benefits and losses felt 
by the palm oil industry, including farmers, 
corporations and downstream industries 
and using a more comprehensive 
perspective, the actual policy of increasing 
CPO export levy rates is a fairly appropriate 
policy especially in the current CPO 
oversupply condition. However, the 
implementation requires timing with a 
schedule (Figure 2) to minimize the negative 
impact of falling CPO and FFB prices at 
producer level. 

 
 
 
 
 
 
 

 
 

Figure 2. Timing and Schedule Implementation of Export Levy Policy 
 
 
Ensuring that the downstream oil palm 

program through mandatory B30 can run 
optimally is the first stage before 
implementing a new export levy policy (PMK 
57/2020). This is because based on various 
empirical studies show that the development 
of the downstream industry is able to 
increase domestic demand for palm oil so 
that the impact is greater on increasing the 
price of CPO and FFB compared to other 
policies. The implementation of the B30 
mandatory program will increase the 
absorption of CPO so that it will increase the 
price of CPO and FFB which has implications 
for the welfare of CPO and FFB producers as 
well. 

If the development of the domestic 
biodiesel industry has been confirmed to be 
running well and is able to guarantee the 
absorption of domestic CPO which has an 
impact on stable CPO and FFB prices at a 
favorable price level for producers, then a 
new export levy policy can be implemented. 

Theoretically and empirically, the 
implementation of the levy policy will 
reduce the price of CPO and FFB. However, 
oil palm farmers and companies as 
producers of CPO and FFB must still be 
profitable because of the high prices of CPO 
and FFB which have been enjoyed as a 
mandatory impact of B30, even though the 
price of FFB / CPO has declined again as a 
result of the implementation of export levies. 
This export levy also functions as a pulley of 
CPO and FFB prices which makes the price 
affordable and an incentive for the domestic 
downstream industry and remains profitable 
for producers namely oil palm farmers and 
companies. 

In addition, the export levy policy is also 
recommended in PMK No. 57/2020 it still 
used the threshold price of implementing 
export levies with progressive export levies 
(not flat rate) following a certain reference 
price range. As in PMK No. 152/2018, when 
the CPO price is below USD 570 per ton, 

Stage I 
Optimalization Mandatory B30 Programme in Indonesia 

 

Stage II 
Impementation of New Tarrif CPO’s Export Levy  
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there are no export levies and different tariff 
rates in each price range. This means that 
producers, especially oil palm planters, are 
not burdened with export levies when CPO 
prices are low. 

 
 

CONCLUSION 

The Indonesian government has issued 
PMK No. 57/2020 related to changes in BLU 
BPDPKS rates. The Ministry of Finance 
(PMK) mentioned the amount of export 
levies for CPO of USD 55 per ton. The export 
levy policy has resumed after the last 1.5 
years not being implemented due to the 
declining trend in world CPO prices. When 
compared with PMK No. 152/2018, CPO 
export levy rates in PMK 57/2020 have 
increased.  

Theoretically, the export levy policy as 
one of the instruments of the export tax will 
have an impact on the decline in the welfare 
of producers (oil palm planters and 
plantation companies) which is greater than 
the increase in the welfare of the 
downstream palm-based industry and 
additional government revenue as well as 
reducing the competitiveness of Indonesia's 
CPO exports in the market international. 

However, by using a comprehensive 
perspective to see cases faced by the 
national oil industry during the Covid-19 
pandemic, where there was oversupply of 
CPO on the domestic market, causing a 
decrease in CPO and FFB prices, the policy of 
increasing CPO export tariffs was considered 
to be a relevant policy to be implemented. 
This is because the policy will stabilize the 
supply of CPO in the international market 
because of the increase in domestic 
absorption by the downstream industry, 
particularly the biodiesel industry through 
the B30 mandatory program. The biodiesel 
programme (B30) expected create more 
benefit for Indonesia, such as improve the 
price of CPO and FFB, save on foreign 
exchange imports that can nourish 
Indonesia's trade balance to produce a larger 
multiplier effect that can contribute to the 
country's economy. 

The prognosis described above shows 
that the policy to increase CPO export tariffs 
is a policy that is quite relevant to be 

implemented at this time. However, the 
implementation requires timing and 
schedule to minimize the negative impact of 
falling CPO and FFB prices at the producer 
level. Optimization of palm oil 
downstreaming through the mandatory B30 
must first be ensured to run optimally before 
enacting a new export levy policy. In 
addition, the export levy policy is also 
recommended in PMK No. 57/2020 it still 
following systematically in PMK No. 
152/2018, where is used the threshold price 
of implementing export levies with 
progressive export levies (not flat rate) 
following a certain reference price range. 
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