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RESUME 
 
The rise of negative campaigns by using environmental and social issues that attack the palm oil industry raises demands for the 

fulfillment of sustainability certification for palm oil products by producers. The sustainability certificate has also been used by developed 
countries such as the European Union and the United States as a requirement for importing palm oil products into the country.  

In the history of agriculture, especially global vegetable oil commodities, only palm oil is required to have sustainability certification. 
Yet by understanding the concept of multifunction agriculture, palm oil also have an economic function, a socio-cultural function and a 
function of nature preservation so that its sustainability is guaranteed. Although it appears to discriminate against palm oil, but to 
accommodate the demands of global consumers and importing countries, various system for palm oil sustainability certification was formed, 
one of which applied in Indonesia is Indonesian Sustainable Palm Oil (ISPO). 

Since it was developed in 2009 until now, ISPO has rules namely Minister of Agriculture Regulation No. 19/2011 which was replaced 
by Minister of Agriculture Regulation No. 11/2015. ISPO’s realization until June 2020 showed that only around 27 percent of the area of 
Indonesian oil palm plantations has been certified by ISPO. Even the proportion of community oil palm plantations that are certified by ISPO 
is very small at only 0.21 percent. It also showed there are obstacles faced by plantation business actors to fulfilled indicator of sustainable 
palm oil. 

The celebration of the 11th anniversary of ISPO in 2020, was also marked by the issuance of Presidential Regulation No. 44/2020 
concerning the Indonesian Sustainable Palm Oil Plantation Certification System. This Presidential Regulation concerning ISPO does not 
revise or replace Minister of Agriculture Regulation 11/2015, but formulated for compliment and refinement of the previous rules all at once 
for to accommodate the dynamics of the global market while increasing the adoption of SDGs values. In addition to aims more 
comprehensive, there are differences such as: ISPO’s principles, ISPO’s institutions, ISPO certified mandatory for smallholder, funding 
assistance and the authority of certification institutes. 

Although the ISPO Presidential Regulation are relatively comprehensive, however the concept of sustainability adopted in ISPO (as 
well as other the sustainable certification systems) still has several weaknesses that have the potential to hamper the realization of the vision 
of a sustainable palm industry. As for some things that can be criticized from the concept of sustainability are as follows: (1) the concept of 
absolute sustainability; (2) divibility of sustainabilit; (3) has not covered palm oil-based processed products; (4) has not covered the issue of 
tracebility and supply chain mechanism; (5) oil palm smallholders who are threatened with phase out; (6) obstacles in implementing 
corporate and community partnership;, (7) lack of synergy with government policies;  and (8) low consumer's willingness to pay for 
sustainable palm oil products. 

Thus, it is expected that stakeholders especially in Indonesian government, can further analysze the points that have been criticized 
and then accommodate them in the form of technical regulations (eg ministerial regulations) as a technical guideline for implementing ISPO 
certification to realize a national palm oil industry that is more sustainable, more competitive and acepted by national and global markets. 
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INTRODUCTION 

Along with the increasing level of 
income and knowledge (access to 
information) is one of the factors affecting 
global consumer preferences for agricultural 
products. In the past, consumers' decision to 
buy agricultural products was only 
influenced by the price and quantity or 
quality’s product, but now the product 
attributes that affect consumer preferences 
have changed and even led to consumer 
demands. One of the attributes of 
agricultural products that are often 
demanded by global consumers is the 
environmental and social attributes. 

The palm oil industry and its product 
derivatives have become one of the sectors 
and agricultural products that often 
experience negative campaigns related to 
environmental and social issues so that it is 
considered to be an unsustainable sector. 
The rise of the campaign has led global 
consumers to demand sustainability aspects 
(economic, social and environmental) in the 
management of oil palm cultivation to 
produce palm oikl-based products. The issue 
of sustainability has also been used by 
developed countries such as the European 
Union and the United States as a 
requirement for importing palm oil products 
into the country.  

In the history of global agriculture, only 
palm oil is questioned about its 
sustainability issues and is even required to 
have a certification of sustainability, while 
other vegetable oils are not demanded the 
same thing. Yet by understanding the 
concept of multifunction agriculture, palm 
oil is the same as other vegetable oils which 
are also part of agricultural product, that 
have an economic function, a socio-cultural 
function and a function of nature 
preservation so that its sustainability is 
guaranteed (PASPI, 2020). Although it 
appears to discriminate against oil palm, but 
to accommodate the demands of global 
consumers and importing countries, various 
palm oil sustainability certification systems 
have been formed such as the Roundtable 
Sustainable Palm Oil (RSPO), Indonesian 
Sustainable Palm Oil (ISPO) and Malaysian 
Sustainable Palm Oil (MSPO). 

In Indonesia, the government has 
developed ISPO as a guide and governance 
standard for oil palm cultivation since 2009. 
Through ISPO, the government and the palm 
oil industry players will not only answer the 
issues and demands of global consumers and 
importing countries but also become an 
effort to improve themselves so that the 
national oil palm industry can be sustainable 
and long-lasting so that the benefits can be 
enjoyed by all generations. 

This paper aims to discuss the 
development of ISPO regulations as well as 
evaluate and critique the concept of 
sustainability which is used as national 
guidelines and standards in order to develop 
a sustainable and competitive national oil 
palm industry development. 

 
 

DEVELOPMENT OF ISPO 
REGULATIONS UPDATE 

"Indonesia's Sustainable Palm Oil 
Industry" has become a new term that has 
often been echoed by palm oil stakeholders 
in Indonesia in the past decade. The term is 
not only used as a slogan, but it is a vision to 
be achieved of developing the national oil 
palm industry in the future. Therefore, in 
order to realize this vision, the Government 
of Indonesia developed a palm oil 
sustainability certification system called 
ISPO. 

This ISPO certification was formed not 
intended to replace/compete with the RSPO 
which had been initiated by global 
companies/industries in the palm oil sector 
and downstream products, NGOs and 
academics in 2004. The ISPO certification, 
which was formed in 2009, is a national 
standard in oil palm cultivation that aims to 
improve the competitiveness of Indonesian 
palm oil in the world market and 
participating in order to fulfill the 
commitment of The Republic of Indonesia’s 
President to reduce greenhouse gases and 
pay attention to sustainable environmental 
problems. 

The legal basis for the ISPO is Minister 
of Agriculture Regulation No. 19/2011 
which subsequently undergoes changes and 
is replaced by Minister of Agriculture 
Regulation No. 11/2015. The ISPO also has 
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seven principles of sustainability, namely: 
(1) Sustainable Business Improvement; (2) 
Plantation Licensing and Management 
System; (3) Implementation of Palm Oil 
Cultivation and Management Technical 
Guidelines; (4) Environmental Management 
and Monitoring; (5) Responsibility towards 
Workers; (6) Community Social 
Responsibility; and (7) Community 
Economic Activity Empowerment. From the 
seven principles then translated into 
hundreds of indicators (criteria) in fulfilling 
certification.  

In Ministry of Agriculture Regulation 
11/2015, ISPO certification is mandatory for 
oil palm plantation companies. Testing the 
level of implementation of plantation 
governance in oil palm plantation companies 
is carried out periodically through 
assessments/certifications such as SMK 3, 
Plantation Classification, SNI, ISO 
Certification, Good Corporate Governance 
and ISPO Certification (PASPI, 2019). ISPO 
certification also applies voluntary for 
independent smallholders and plasma 
smallholders and also plantation companies 
that produce palm oil for renewable energy. 

As of June 31, 2020, based on 
Dirjenbun’s data (2020), the ISPO 
Commission has succeeded in issuing 621 
ISPO certificates that have been issued with 
a total area of certified oil palm plantations 
covering 5.45 million hectares. In detail it 
consists of: 557 certificates for private 
companies (5.15 million hectares), 50 
certificates for state-owned companies (713 
thousand hectares), and 14 cooperatives of 
independent smallholders and plasma 
smallholders (12.27 thousand hectares). It 
means only around 27 percent of the area of 
Indonesian oil palm plantations has been 
certified by ISPO. Even the proportion of 
community oil palm plantations that are 
certified by ISPO is very small at only 0.21 
percent. It showed from the low realization 
of ISPO, that there are obstacles faced by 
business actors. 

The celebration of the 11th anniversary 
of ISPO in 2020, was also marked by the 
issuance of Presidential Regulation No. 
44/2020 concerning the Indonesian 
Sustainable Palm Oil Plantation Certification 
System. This Presidential Regulation 
concerning ISPO does not revise or replace 

Minister of Agriculture Regulation 11/2015, 
as long as the regulations in the Minister of 
Agriculture Regulation do not conflict with 
the provisions in the Presidential Regulation 
(article 28). This regulation was also made 
to complement the regulations regarding the 
existing palm oil sustainability certification 
system in the context of strengthening ISPO. 
This can be reflected from the objectives of 
implementing the ISPO certification system 
which has more comprehensive (article 3), 
namely: (a) ensuring and improving the 
management and development of oil palm 
plantations in accordance with ISPO 
principles and criteria; (b) increase the 
acceptance and competitiveness of 
Indonesian oil palm plantations in national 
and international markets; and (c) 
increasing efforts to accelerate the reduction 
of greenhouse gas emissions. 

In the Presidential Regulation, there is 
also a definition of ISPO certification, which 
is a series of conformity assessment 
activities for the oil palm plantation business 
that is related to the provision of written 
guarantees that the oil palm products 
and/or governance have met the ISPO 
principles and criteria. Article 4 also 
mentions ISPO principles that have 
differences compared to the previous ISPO 
Ministry of Agriculture, while the seven 
principles include: (1) Compliance with 
Laws and Regulations; (2) Application of 
Good Plantation Practices; (3) Management 
of the Environment, Natural Resources and 
Biodiversity; (4) Employment 
Responsibilities; (5) Social Responsibility 
and Community Economic Empowerment; 
(6) Implementation of Transparency; and 
(7) Sustainable Business Improvement. 

The issuance of the ISPO Presidential 
Regulation also reflects that the sustainable 
development of the palm oil industry is the 
responsibility and focus of the government. 
Unlike the ISPO Commission (in the Ministry 
of Agriculture) which is chaired by the 
Director General of Plantations at the 
Ministry of Agriculture and assisted by the 
ISPO Secretariat, the ISPO Committee (in 
Presidential Regulation) involves several 
related ministries/institutions (ex officio), 
which means the responsibility of organizing 
ISPO no longer the responsibility of one 
ministry/sector. The Steering Committee of 
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the ISPO Committee is chaired by the 
Minister from Coordinating Minister for the 
Economy Affairs, and the Minister of 
Agriculture as a daily chairperson, with 
members from the Minister of Environment 
adn Forest, the Minister of Agrarian and 
Spatial Planning, the Minister of Trade, the 
Minister of Industry, the Minister of Home 
Affairs and the Head of the National 
Standardization Agency (BSN) / National 
Accreditation Committee (KAN). With the 
formation of the ISPO Committee, it is 
expected to be able to solve the problems 
that have been obstacles in the realization of 
ISPO, related to various government 
regulations that lock each other and overlap. 
In addition to ministries and government 
institutions, the ISPO Committee also 
consists of associations, academics and 
independent observers. 

Another difference that is quite 
fundamental in the rules of Ministry of 
Agriculture Regulation 11/2015 and 
Presidential Regulation 44/2020 is that the 
ISPO obligation applies not only to oil palm 
plantation companies (cultivation, 
processing and integration), but 
smallholders (independent and plasma) are 
also required to have ISPO certification. To 
apply for ISPO certification, smallholders 
must attach a Plantation Registration 
Certificate (or Surat Tanda Daftar 
Perkebunan/STDB) and land rights. The 
ISPO mandatory for oil palm smallholders 
farmers is valid for 5 years from the issuance 
of this regulation. And if the business actor 
violates the mandatory provisions of the 
ISPO, administrative sanctions will be 
imposed including written warnings, fines 
and even suspension from oil palm 
plantations. 

Oil palm farmers also get funding 
assistance to facilitate ownership of ISPO. 
The source of these funds comes from the 
APBN, APBD and/or other legal sources. One 
of the sources of ISPO certification funds can 
come from palm export levies managed by 
BPDPKS. Based on Decree of the Director 
General of Plantations 
No.144/Kpts/OT.05/4/2020 concerning 
Technical Guidelines for Palm Oil Plantation 
Facilities and Infrastructure in the Funding 
Framework for the Palm Oil Plantation Fund 
Management Board, explaining there is a 

technical verification process and several 
requirements related to disbursement of 
ISPO funds (BPDPKS, 2020). 

Technical verification of oil palm 
plantations in the form of ISPO certification 
and/or certification processes. To be able to 
carry out technical verification must meet a 
number of requirements such as joining a 
Farmer Group/cooperative or other 
economic institutions of farmers who have 
legality and legal entity or are registered 
with relevant authorities. In addition, the 
requirements that must be prepared are the 
same as the requirements for filing an ISPO 
related to the legality of land and business. 

In addition, referring to Presidential 
Regulation 44/2020 which states that ISPO 
certification can be given directly by ISPO 
Certification Institute  without going through 
ISPO Committee approval. The ISPO 
Certification Institute must be accredited by 
the National Accreditation Committee/KAN 
and fulfill the requirements of SNI ISO/IEC 
10706: 2012 (KAN, 2020). This aims to 
ensure independence in the assessment of 
plantation sustainability and reduce 
government intervention in the process of 
assessing and issuing certificates. In addition 
to accrediting LS, the active involvement and 
support of KAN and BSN in the ISPO 
Committee is also expected to be able to 
increase the trust and acceptance of the ISPO 
certification system on oil palm cultivation 
and products both in national and global 
markets. 
 
 

CRITICIZES THE CONCEPT OF 
SUSTAINABILITY IN THE PALM OIL 

CERTIFICATION SYSTEM 

Presidential Regulation No. 44/2020, is 
an attempt by the Government of Indonesia 
to perfect the implementation of a 
certification system for oil palm plantations 
in Indonesia, because the existing ISPO 
regulations are considered to be no longer 
relevant to the current global market. The 
Presidential Regulation is also an effort to 
strengthen ISPO in the context of increasing 
the adoption of values in Sustainable 
Development Goals (SDGs) as a global and 
national development platform. However, in 
its development, the concept of 
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sustainability adopted in the ISPO (as well as 
the sustainable certification system) still has 
several weaknesses that have the potential 
to hamper the realization of the vision of a 
sustainable oil palm industry. As for some 
things that can be criticized from the concept 
of sustainability are as follows: 

First, the Concept of Absolute 
Sustainability (Sustainable Vs 
Unsustainable). The principles in ISPO 
certification (both in Ministry of Agriculture 
Regulation and Presidential Regulation) or 
other palm oil sustainability certifications 
(RSPO), tend to value a sustainable or 
unsustainable of oil palm plantation. This 
shows that the sustainability certification 
was formed only to respond to market 
demands or sustainability issues asked by 
global consumer, not in the context 
improving governance to generate an more 
sustainable palm oil industry. On the other 
hand, plantation business actors 
(smallholders and plantation companies) do 
not have the same capabilities and 
resources, the implication for smallholder 
farmers wiht their limitations are unable to 
fulfilling company’s sustainable standars. So 
that, with the concept of absolute 
sustainability only the national oil industry 
will never be entirely sustainable. 

Second, Divisibility. The approach used 
by ISPO and other certifications for palm oil 
sustainability (RSPO), is still partial and 
sectional (not integrated) assasment. This is 
because the sustainability assessment is only 
from one plot of oil palm plantation and does 
not fully assess ecosystem area. Whereas 
ecosystems and biodiversity and even other 
sectors also influence the level of 
sustainability in a region. For example, 
Riau's ecosystem cannot be said to be 
sustainable if only oil palm plantations are 
sustainable while other sectors (industrial, 
urban, food crops, mining) do not fulfill 
sustainability indicators. 

Third, Product Sustainable 
Certification. So far, the sustainability 
assessment in the ISPO certification system 
is only limited to plantations and palm oil 
milling with the upstream products, namely 
FFB and CPO. In fact, exports of palm 
products traded on international markets 
are dominated by processed products in the 
form of intermediate products (such as RBD 

Palm Oil, Fatty Alcohol) and final products 
(such as cooking oil, biodiesel), not upstream 
products. This means that the ISPO 
sustainability certification has not covered 
palm oil-based processed products, even 
though this is what global consumers are 
demanding.  

Fourth, Tracebility and Supply Chain 
Mechanism Issues. Not only is the increase 
in product attributes affecting the global 
consumer's decision to consume agricultural 
products, but now there is also a change in 
trends, namely backward vertical integration 
through tracebility mechanisms. With this 
mechanism, consumers can trace the supply 
chain whether the processed palm oil 
products consumed have met the 
sustainability indicators on the desired 
product attributes (eg environmental and 
social). Such market trends should also be 
accommodated in the ISPO certification 
system by incorporating sustainability 
indicators along the supply chain. Compared 
to other palm oil sustainability certificates 
namely MSPO and RSPO, only ISPO has not 
accommodated the sustainability standards 
in the supply chain (GAPKI, 2020). 

Fifth, Phase Out People's Palm Oil 
Planters. In the ISPO Presidential 
Regulation, oil palm smallholders are among 
the subjects who are required to have ISPO 
certification. ISPO mandatory for 
smallholders, especially independent 
smallholders, is expected to be very difficult 
to achieve in the next five years. Because of 
independent oil palm smallholders who 
generally own a plantation with an area of 
around 2 hectares are difficult to apply the 
principles and indicators that are used as a 
sustainability assessment. In addition, land 
and business legality documents required 
for ISPO are also difficult to fulfill, so it is 
difficult for smallholders to obtain an ISPO 
certificate.  

Palm oil milling that already had an 
ISPO certificate will not want to absorb FFB 
produced by smallholders that are not ISPO-
certified, because there are rules that must 
be fulfilled by PKS that have ISPO must 
accept FFB that have ISPO-certified also. 
This shows that the ISPO Presidential 
Regulation has the potential to phase out 
smallholder farmers from the national oil 
industry. If this happens, it will cause 
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various economic problems such as poverty 
and unemployment rates, and the wider 
impact on the potential decline in regional 
and national economic growth. 

Sixth, Corporate and Community 
Partnerships. One of the principles of ISPO 
in Presidential Regulation 44/2020 is social 
responsibility and economic empowerment 
of the community, or it can be interpreted as 
a form of partnership between plantation 
companies and local communities. However, 
at present, plantation companies cannot 
easily implement partnerships because they 
face various problems such as limited land 
and hampered sustainable principles where 
the development of new plantations has the 
potential to cause environmental problems 
such as forest conversion, peatlands and 
other food/agriculture land, biodiversity 
loss, and social problems such as agrarian 
conflicts and human rights violations. The 
implication is that the principle of social 
responsibility and economic empowerment 
of the community is not fulfilled by 
plantation companies, so that the company is 
potentially difficult to have an ISPO 
certificate. 

Seventh, Synergy with the 
Government. In realizing the development 
of a sustainable palm oil industry, the 
government (Politics) plays an important 
role because it is the 4th P element in the 
concept of sustainable development (Profit, 
Planet, People) (Feher and Beke, 2013). 
Through policies and regulations drawn up 
by the government will help business actors 
to achieve a more sustainable palm oil 
industry. In fact, many cases of Indonesian 
oil palm plantations are considered 
unsustainable as the implications of 
government policies that do not support the 
realization of sustainability, such as inter-
ministerial overlapping and interlocking 
policies that have not been able to resolve 
obstacles in achieving sustainability by 
business actors. 

For example, government policies that 
often changing related to spatial planning 
and forest areas have caused many 
independent smallholder oil palm 
plantations to be considered illegal because 
their plantation on forest areas according to 
KLHK regulations. So that requirements such 
as land rights documents and STDB as ISPO 

requirement cannot be fulfilled. In addition, 
overlapping also occurs in related 
government policies, where there are three 
different rules (Minister of Agriculture 
Regulation No. 98/2013; Minister of 
Agrarian and Spatial Planning Regulation No 
.7/2017; and Minister of Environment and 
Forestry Regulation No. 511/2016) which 
regulates the extent area of plantation 
facilitated plantation company for 
community plantation. This shows that 
government policy is an obstacle in 
achieving sustainability in the palm oil 
industry. 

Eighth, Consumer’s Willingness to Pay 
Low. Besides the problem of low trust and 
acceptance of national and international 
markets, another problem that is an obstacle 
to the realization of ISPO and should have 
been accommodated in ISPO’s instrument is 
related to willingness to pay consumers for 
palm oil that is certified sustainable 
(RSPO/ISPO) is lower. At present, the 
production volume of RSPO certified palm 
oil is 10 million tons, while the market is 
only able to absorb 4 million tons. 

Most global palm oil consumers are 
from developing countries (such as India, 
China, Pakistan and Africa) that have middle 
to lower income consumers. That 
consumer/market characteristics tend to 
have a low willingness to pay for products 
with sustainable certificates. These market 
segments prioritize quantities at a more 
competitive price compared to the attributes 
of sustainable certificates, different from 
developed country (EU and USA) consumers.  
It also shows that market segments vary 
with the demand for sustainable degrees. 

In line with the goal of strengthening 
ISPO as demonstrated by the national palm 
oil industry which is more sustainable, 
competitive and accepted by national and 
global markets, stakeholders, especially the 
Government of Indonesia, need to analyze 
the critical points above and then 
accommodate them in the form of technical 
regulations (eg ministerial regulations) as a 
technical guideline for implementing ISPO 
certification in the national oil industry. 
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CONCLUSION 

The rise of negative campaigns by using 
environmental and social issues that attack 
the palm oil industry raises demands for the 
fulfillment of sustainability certification for 
palm oil products by producers. In the 
history of agriculture, especially global 
vegetable oil commodities, only palm oil is 
required to have sustainability certification. 
Although it appears to discriminate against 
palm oil, but to accommodate the demands 
of global consumers and importing 
countries, various system for palm oil 
sustainability certification was formed, one 
of which applied in Indonesia is Indonesian 
Sustainable Palm Oil (ISPO). 

Since it was developed in 2009 until 
now, ISPO has rules namely Minister of 
Agriculture Regulation No. 19/2011 which 
was replaced by Minister of Agriculture 
Regulation No. 11/2015, and recently 
issuance of Presidential Regulation No. 
44/2020 as a refinement of the previous 
rules. When comparing Presidential 
Regulation 44/2020 with the previous ISPO 
regulations there are changes and 
differences that are quite basic and 
comprehensive. The changes in question are 
related to: ISPO’s principles, ISPO’s 
institutions, ISPO certified mandatory for 
smallholder, funding assistance and the 
authority of certification institutes. 

Presidential Regulation No. 44/2020 is 
an effort of the Government of Indonesia to 
refinement the implementation of a 
certification system for oil palm plantations 
in Indonesia and to accommodate the 
dynamics of the global market while 
increasing the adoption of SDGs values. 
However, in its development, the concept of 
sustainability adopted in ISPO (as well as 
other the sustainable certification systems) 
still has several weaknesses that have the 
potential to hamper the realization of the 
vision of a sustainable palm industry. As for 
some things that can be criticized from the 
concept of sustainability are as follows: (1) 

the concept of absolute sustainability; (2) 
divibility of sustainabilit; (3) has not covered 
palm oil-based processed products; (4) has 
not covered the issue of tracebility and 
supply chain mechanism; (5) community 
palm oil smallholders who are threatened 
with phase out; (6) obstacles in 
implementing corporate and community 
partnerships; (7) lack of synergy with 
government policies; and (8) lower 
consumer's willingness to pay for 
sustainable palm oil products. 
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