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RESUME 
 
 
To respond to the negative campaign and global consumer demands related to sustainable issues, the Indonesian government arrange 

a national standard in order to realize sustainable palm oil plantations, namely the ISPO. In 2020, the Government of Indonesia issued the 
ISPO Presidential Regulation as a complement to Ministry of Agriculture Regulation 11/2015 in the context of strengthening ISPO by 
accommodating the dynamics of the global market and increasing the adoption of SDGs values. 

Various regulations as national guidelines or standards related to Indonesia's sustainable palm oil system are quite comprehensive, 
but there are points that can be criticized from the concept of sustainability adopted in ISPO (and other sustainable certification systems) 
such as the concept of absolute and segregated sustainability, have not yet covered palm-based processed products and supply chain 
mechanism until the obstacles in realization faced, both by farmers and oil palm plantation companies. Therefore, policy recommendations 
are needed as a solution to critics of the sustainability concept adopted in ISPO or other sustainable certification systems.  

To increase the realization of ISPO in order to realize the vision of a sustainable and competitive national oil industry in both the 
national and international markets, the following are a number of recommendations as a solution to the criticism of the concept and 
implementation of the sustainability certification system. 

Policy recommendations that can be adopted by ISPO by using the concept of relative sustainability by accomodating the principle of 
degree of sustainable which shows differences in the quality of sustainability and adjusted to the capabilities of the plantation business 
actors, both of companies and farmers. This relative concept is also a solution for variations in market segments that have different 
willingness to pay for the sustainability attributes of the product. 

ISPO must also using an ecosystem approach that not only evaluates one oil palm plantation plot, but all components in the ecosystem 
including biodiversity therein. In addition, the sustainability assessment must also cover the entire supply chain mechanism and palm oil-
based products produced from the supply chain, so the products that can be labeled with ISPO Certified Product. 

It is expected that coordination in formulation to the implementation of policies related to land legality and plantation business 
mandated by Presidential Instruction 6/2019 can immediately resolve the main problems that are the cause of the lower realization of ISPO. 
Settlement of the legality of smallholder oil palm plantations can be done through Tenure Policies such as amnesty, Social Forestry and Land 
for Agrarian Reform Objects. In addition to the legality of land and oil palm cultivation businesses, oil palm farmers must also be 
incorporated in a legal legal group or institution, such as the area of oil palm smallholders, so they can facilitate access of smallholders palm 
oil farmers to various assistance such as ISPO or PSR funds, at once too aims to strengthen them.  

Policy recommendations as a solution related to obstacles in implementing partnerships for plantation companies are reformulating 
partnership patterns that are made more varied or not limited to the nucleus-plasma pattern. Although the partnership pattern does not 
have to be in the field of oil palm plantations, through the partnership of plantation companies and local communities can meet the ISPO 
principles in the context of community economic empowerment. 
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INTRODUCTION 

To respond to the negative campaign 
and global consumer demands related to 
sustainable issues, the Indonesian 
government arrange a national standard in 
order to realize sustainable palm oil 
plantations, namely the Indonesian Palm Oil 
Sustainability (ISPO) in 2009. ISPO 
certification is made to be a guideline or 
national standard in palm cultivation aims to 
reduce the negative campaign alleged by the 
anti-palm oil parties as well as improve the 
management of oil palm plantations in order 
to create a sustainable and competitive 
national oil industry. 

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. Based on the 
Ministry of Agriculture Regulation, ISPO is 
mandatory for plantation companies and 
voluntary for smallholders. Based on data 
from the Directorate General of Plantation at 
Ministry of Agriculture or Dirjenbun (2020), 
the realization of palm oil plantations that 
have been certified by ISPO until June 2020 
only covers 5.45 million hectares, or only 
about 27 percent of the total area of 
Indonesian oil palm plantations. 

Seen from the palm oil plantation 
business actors, plantation companies who 
have received the most ISPO certificates with 
an area of oil palm plantations that have 
been certified by ISPO of 5.15 million 
hectares. Meanwhile, oil palm smallholders 
farmer as also important actors with a share 
of 41 percent of the total area of national oil 
palm plantations, are relatively difficult to 
label their oil palm plantations with ISPO 
certificates. Smallholders’s oil palm 
plantations that have been certified by ISPO 
of only 12.27 thousand hectares, or only 0.21 
percent of the total area of smallholders 
farmer’s oil palm plantations. This also 
indicates the obstacles faced by the 
plantation business actors especially 
smallholder oil palm farmers in fulfilling the 
indicators of sustainable oil palm cultivation. 

In the context of strengthening ISPO's 
sustainable certification while enhancing 
ISPO's implementation by accommodating 
the dynamics of the global market and 

increasing the adoption of SDGs values, the 
Government of Indonesia issued a new 
regulation on ISPO namely Presidential 
Regulation No. 44/2020. In the Presidential 
Regulation there are several differences 
compared to ISPO regulations such as ISPO 
principles, ISPO institutions, ISPO 
mandatory for smallholders, funding 
assistance and the authority of certification 
organizations. 

Although the ISPO Presidential 
Regulation is already relatively 
comprehensive, in the previous PASPI 
Monitor journal, it has been explained in 
detail the points that can be criticized from 
the sustainability concept adopted in ISPO 
(as well as other sustainable certification 
systems). If this is ignored, it is feared that it 
will potentially hamper the realization of the 
vision of a sustainable oil palm industry. In 
summary, some points that can be criticized 
from the concept of sustainability are as 
follows (PASPI, 2020b): (1) the concept of 
absolute sustainability; (2) segregated 
sustainability (divisionability); (3) have not 
yet covered palm-based processed products; 
(4) have not covered the issue of tracebility 
and supply chain mechanism; (5) threatened 
to phase-out smallholder palm oil farmers; 
(6) obstacles in implementing partnerships 
with corporate and community; (7) lack of 
synergy with government policies; and (8) 
low of consumer willingness to pay for 
sustainable palm oil products. 

Therefore, this paper aims to present a 
solution to the criticism of the sustainable 
concept adopted by ISPO/RSPO, which is 
expected to be accommodated by Indonesian 
palm oil industry stakeholders to realize the 
vision of developing a sustainable and 
competitive national palm oil industry. 
 

ALTERNATIVE RECOMMENDATIONS 
POLICY AS A SOLUTION FOR 

STRENGTHENING ISPO 

The policy recommendations as a 
solution to the critique of the concept of 
sustainability adopted in ISPO (and other 
sustainable certification systems), so that 
the implementation of ISPO can realize the 
vision of the national oil industry that is 
sustainable and competitive both in national 
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and international markets. Some of these 
policy recommendations are: 
Relative Sustainability Concept 

The first criticism of the concept of 
sustainability adopted in ISPO/RSPO is that 
the principles/indicators used in the 
sustainability certification system only 
assess a sustainable or not sustainable, or 
absolute sustainable concept. This means 
that the sustainability certification system 
was formed only to respond to market 
demands about sustainability issues that are 
desired by global consumers or anti-palm oil 
parties. The concept of absolute 
sustainability also does not accommodate 
differences in ability and resources which 
have by every plantation business actor both 
of farmers and plantation companies. So that 
smallholder farmers with all their 
limitations who are unable to compete with 
the company's sustainability standards, will 
always be labeled unsustainable. 

A sustainable certification system 
should be built in order to improve 
governance to produce a more sustainable 
palm oil industry. Therefore, it is 
recommended that the ISPO/RSPO 
principles and indicators should 
accommodate the concept of relative 
sustainability by including variables that can 
measure the degree of sustainability of oil 
palm plantations. The concept of relative 
sustainability is also adopted by the 
European Union and global consumers. 

With the indicator of relative 
sustainability, business actors both farmers 
and companies can fulfill sustainability 
indicators with different levels according to 
their respective abilities and resources. The 
variations in the degree of sustainability also 
reflect the variation in the quality of 
sustainability that is owned by plantation 
actor businesses. Thus, ISPO will be used as 
an arena for oil palm actors to improve 
themselves in the business of oil palm 
plantations through continuous 
improvement. This continuous improvement 
reflects "upscale" to realize a more 
sustainable oil palm plantation. 

Accommodating degree of sustainability 
in ISPO principles/indicators can also be a 
solution of the 8th critique regarding the 
lower willingness to pay of consumers for 
sustainable certified palm oil based 
products. Most global palm oil consumers 
from developing countries (such as India, 
China, Pakistan, and Africa) have consumers 
with lower middle income levels. Such 
consumer/market characteristics tend to 
have a lower 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, in contrast to 
consumers in developed countries (EU and 
USA) who are have relatively higher income. 
It also shows that there are variations in 
market segments based on demands for 
sustainable quality.  

Variation in market segments based on 
demands for sustainability quality can also 
be accommodated with variations in the 
level of sustainability standards for 
plantations and oil palm products from each 
of the plantation business actors. The 
implication is that palm oil business actors, 
both farmers and companies, with their 
respective degrees of sustainability, can 
adjust their export destination markets 
(Figure 1). 

Market segments of developed 
countries such as the European Union and 
the United States that demand high 
standards of sustainability, the export of 
Indonesian palm oil products to these 
markets is only supplied from ISPO Platinum 
plantations that have high sustainability 
quality. Meanwhile, exports to countries that 
do not require the fulfillment of 
sustainability aspects such as Africa and 
South Asia, exports of palm products can be 
supplied from plantations with ISPO Silver 
which has a low quality of sustainability. For 
market segments that have started to have 
demands on sustainability certificates such 
as India, China, East Asia and Central Asia, 
then palm oil exports can be supplied from 
plantations with ISPO Gold which has 
moderate sustainability quality. 
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Gambar 1. Clustering on ISPO (PASPI, 2019a) 

 
ISPO Ecosystem and Supply Chain 
Mechanism 

Another criticism of the ISPO/RSPO is 
that the approach used by the sustainability 
certification system is still partial and 
divisible. This is because the sustainability 
assessment is only from one plot of oil palm 
plantation and does not fully assess one 
plantation ecosystem area. Whereas 
ecosystems and biodiversity and even other 
sectors also influence the level of 
sustainability of a region. Therefore, it is 
recommended that the approach used in 
ISPO use the landscape/ecosystem approach 
because it is more comprehensive, 
multidimensional and holistic. This is 
because in an ecosystem, besides oil palm 
plantations, there are also other sectors 
(industry, housing, mining, agriculture) even 
including biodiversity, which must be 
maintained as well, so assessment using 
ecosystem approach will result in a higher 
degree of sustainability. 

In the early 2000s, the Directorate 
General of Plantation at Ministry of 
Agriculture introduced the concept of the 
Plantation Community Industrial Estate or 
KIMBUN/ Kawasan Industri Masyarakat 
Perkebunan (Pakpahan, 2010). The KIMBUN 
approach is an answer to the changes in the 
strategic environment that occur while 
looking at long-term challenges. Changes in 
the strategic environment meant at least five 

aspects, namely: (1) the era of liberalization 
of world trade; (2) the era of democracy in 
Indonesia; (3) the beginning of the era of 
regional autonomy; (4) community demands 
for the importance of attention to 
smallholders and disadvantaged areas; and 
(5) increasing global demands on the 
importance of environmental preservation 
as part of sustainable development (PASPI, 
2017). That concept also uses an ecosystem 
approach and is relevant for ISPO to be 
adopted. 

In addition to using an ecosystem 
approach, ISPO is also recommended to be 
used as a standard of sustainability along the 
supply chain mechanism that produces palm 
oil-based processed products. With such a 
system of sustainability certification, 
processed palm oil products that produced 
from ISPO-certified supply chains can be 
labeled sustainable product certified 
because they are guaranteed to fulfill their 
sustainability indicators. This shows the 
demands of global consumers who consume 
processed oil palm products can be fulfilled. 
In addition, global consumers can also trace 
sustainability certification from palm oil 
based products, from plantations, palm oil 
milling, downstream industries until 
retailers, through the traceability supply 
chain mechanism that has been built by the 
industry. 
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 The ecosystem and supply chain 
approach can be combined and adopted by 
ISPO or other sustainability certifications 
(Figure 2). With this approach, it will 
capture the simultaneous relationship 
between the palm oil industry supply chain 
and it’s ecosystem so that its sustainability 
assessment will be more holistic and 
comprehensive. The ecosystem approach 

will give more responsibility to business 
actors and stakeholders to fulfill the 
sustainability indicators not only in oil palm 
plantations but in the sector in the national 
palm oil industry supply chain and also in 
the biodiversity around the supply chain 
(PASPI, 2019b). 

 

 

 
Gambar 2. Scope of Strengthening ISPO with the ISPO Ecosystem Approach (PASPI, 2019b) 

 
It is expected, with the involvement of 

many technical ministries in the ISPO 
committee (PASPI, 2020b), it can formulate 
sustainable standards more comprehensive 
both in the upstream and downstream 
sectors. For example the Ministry of 
Agriculture can issue a Minister of 
Agriculture Regulation related to 
sustainability standards and products in the 
upstream sub-sector (FFB and CPO). 
Meanwhile, the Ministry of Industry can also 
issue a Minister of Industry Regulation 
related to sustainability standards in 
downstream industries and palm oil based 
products.  
 
Legality and Institution for ISPO 
Mandatory Succession for Palm Oil 
Farmers 

Referring to Presidential Regulation 
44/2020 which states that ISPO sustainable 
certification is also mandatory for 
smallholders both independent and plasma. 

This is expected to be very difficult to 
achieve in the next five years. Although in 
The Ministry of Agriculture Regulation 
11/2015 where ISPO is only voluntary for 
smallholder oil palm farmers, farmers also 
face many obstacles so that the realization of 
ISPO for smallholder plantations very lower. 
One of the obstacles faced by smallholders is 
the legality of land and business of oil palm 
plantations. Therefore, in order to minimize 
the potential phase out of smallholders oil 
palm farmers from the national oil industry 
as well as the success of the ISPO mandatory 
for oil palm farmers, the legality problem 
must be resolved immediately. 

Many government policies, especially 
related to spatial and legality of land that are 
changing, overlapping and interlocking, thus 
causing problems related to the legality of 
land and plantation can’t be solved. To solve 
these administrative problems, the first step 
that must be considered is the coordination 
and synergy of the government in 
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formulating and implementing policies 
related to legality from the national level to 
the regional level. Government through 
Presidential Instruction No. 6/2019, has 
formed a coordinating team on the 
Sustainable Action Plan for Sustainable Palm 
Oil (read: Rencana Aksi Nasional Kelapa 
Sawit Berkelanjutan/RAN KSB) to resolve 
issues of land legality and disputes on oil 
palm plantations. It is expected that the 
government's policy as a result of the 
coordination of the team can immediately 
shed light on the legality problems faced by 
the plantation business actors. 

Related to the solving of land legality 
problems that are mostly faced by the 
majority of smallholders oil palm farmers, 
where oil palm plantations have been 
cultivated for a long time but based on the 
latest spatial rules state that these 
plantations on the protected forest or 
peatland areas, then the legality settlement 
of smallholder oil palm plantations can be 
done through Tenure Policies such as 
amnesty, Social Forestry and Land for 
Agrarian Reform Objects (read: Tanah Objek 
Reforma Agraria/TORA). 

If the completion of the legality of the 
smallholder oil palm plantations has been 
completed, the procedure for Cultivation 
Registration Certificate (read: Surat Tanda 
Daftar Budidaya/STDB) ownership can be 
completed. As an incentive and for the 
benefit of smallholders, the government can 
also facilitate funding related to the 
management of Cultivation Registration 
Certificate (STDB). The granting of 
Cultivation Registration Certificate is a 
policy of the district/city government, so the 
budget allocation needs to be provided by 
each district/city government with funding 
sources that come from the state budget 
(APBN), local/region government budget 
(APBD) and other funding sources such as 
BPDPKS. By fulfilling the legality of the land 
and culture, the smallholders can have an 
ISPO certificate. 

In addition to the legality of land and 
Cultivation Registration Certificate, oil palm 
farmers must also be incorporated in a 
group or institution that is legally legal. This 
aims to fulfill one of the BPDPKS 
requirements related to the ISPO fund 
assistance facility for smallholders (BPDPKS, 

2020). However, at this time, the cooperative 
as one of the legal forms of legal oil palm 
farmers has suffered a lot of setbacks due to 
mismanagement so that many oil palm 
farmers have become reluctant and even 
tend to be anti-cooperative. Therefore, it is 
necessary to formulate a new institutional 
model for oil palm smallholders, for example 
the institution of an area of oil palm 
smallholders (PASPI, 2019c; 2020a). The 
institutional model is not only intended as a 
legal basis to facilitate access of smallholders 
palm oil farmers to various assistance such 
as ISPO or PSR funds, but also aims to 
strengthen them.  
 
Alternative Plantation Company 
Partnerships 

One of the principles of ISPO in 
Presidential Regulation 44/2020 that must 
be fulfilled by palm oil company actors is 
social responsibility and community 
economic empowerment. This principle can 
be interpreted as a form of partnership 
between plantation companies and local 
communities. But now, plantation companies 
cannot easily implement partnerships 
because they face various problems such as 
limited land and hampered sustainable 
principles when developing new plantation 
areas. This can pose a risk that the 
plantation company will find it difficult to 
have an ISPO certificate. 

A recommendation as a solution related 
to obstacles in implementing partnerships 
for plantation companies is to reformulate 
the partnership pattern. Reformulation is 
meant by formulating partnership patterns 
that are made more varied or not limited to 
the nucleus-plasma pattern. If an area still 
has land (no moratorium) for the 
development of oil palm plantations, then 
the nucleus-plasma pattern can still be 
applied. However, if the area where the 
company is constrained by limited land for 
plantation development, the partnership 
pattern can be adjusted.  

For example facilitating the 
implementation of the replanting (PSR) 
programme and optimizing Good 
Agricultural Practices (GAP), fostering 
independent palm oil smallholder 
institutions with greenfuel palm oil milling, 
integrating the with local food/agriculture 



The New Concept of Sustainability in ISPO for the Palm Oil Industry More Sustainable and Competitive 129 

@PASPI2020 

products cultivated by the surrounding 
community to fulfill the employee 
plantation’s needs and the development of 
local community businesses both in the 
creative field palm-based biomass and 
POME-based electricity provision for rural 
communities (PASPI, 2020a). Although the 
partnership pattern does not have to be in 
the field of oil palm plantations, through the 
partnership of plantation companies and 
local communities can meet the ISPO 
principles in the context of community 
economic empowerment. 

 
 

CONCLUSION 

To respond to the negative campaign 
and global consumer demands related to 
sustainable issues, the Indonesian 
government arrange a national standard in 
order to realize sustainable palm oil 
plantations, namely the ISPO. In 2020, the 
Government of Indonesia issued the ISPO 
Presidential Regulation as a complement to 
Ministry of Agriculture Regulation 11/2015 
in the context of strengthening ISPO by 
accommodating the dynamics of the global 
market and increasing the adoption of SDGs 
values. 

Various regulations as national 
guidelines or standards related to 
Indonesia's sustainable palm oil system are 
quite comprehensive, but there are points 
that can be criticized from the concept of 
sustainability adopted in ISPO (and other 
sustainable certification systems) such as 
the concept of absolute sustainability until 
the obstacles in realization faced, both by 
farmers and oil palm plantation companies. 
Therefore, policy recommendations are 
needed as a solution to critics of the 
sustainability concept adopted in ISPO or 
other sustainable certification systems. 

To increase the realization of ISPO in 
order to realize the vision of a sustainable 
and competitive national oil industry in both 
the national and international markets, the 
following are a number of recommendations 
as a solution to the criticism of the concept 
and implementation of the sustainability 
certification system, namely: (1) using the 
concept of relative sustainability by 
including principle of degree of sustainable; 

(2) using an ecosystem approach and 
indicators that cover the supply chain 
mechanism of palm oil-based products that 
can be labeled with ISPO Certified Product; 
(3) resolution of land legality issues and 
strengthening of community oil palm 
institutions; and (4) reformulation of 
partnership between plantation companies 
and local communities. 
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