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ABSTRACT: The presence of palm oil in the international market is relatively competitive. As a producer of 59% of global palm
oil, Indonesia faces green protectionism in the EU market. It is used for environmental protection, anti-deforestation, and global
warming control. Therefore, this study analyzes Indonesia's response to EU market protectionism. The study uses the perspective
of protectionism and the dynamics of state adjustment behavior in conflicts of national interest. The country's adjustment strategy
theory is complemented by the behavioral choice strategy theory in facing international sanctions. The authors use qualitative
methods, with literature study, observation, and supplemented interviews. In dealing with palm oil trade barriers, Indonesia initially
utilized the domestic offensive strategy to deal with the restrictions, changing domestic palm oil management policies, including
forest moratorium, terminating palm oil permits, adopting the ISPO certification system, and downstream the domestic palm oil
industry. However, it was ineffective, and various restrictions became more vigorous, so Indonesia implemented an international
offensive strategy, encouraging changes in international regulations and eliminating protectionism against palm oil. Nevertheless,
the resistance has yet to be very successful. Therefore, Indonesia must perform proactive conformance to find new markets for
Indonesian palm oil.
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BACKGROUND

Palm oil is sometimes called a multipurpose crop as it can be helpful in vegetable oil, animal feed, charcoal, biofuel/biodiesel,
margarine, cosmetic ingredients, and pharmaceutical products. Even if oil palm plants are no longer productive, they can become
raw materials for artificial wood particle boards (Kinseng et al., 2022; Antara News Agency, 7/4/2006). Palm vegetable oil yield
per hectare is relatively more productive than other vegetable oils, such as rapeseed (canola), sunflower, corn, and soybean oil. Palm
oil and palm kernel oils supply a relatively large vegetable oil market, with almost 40%, while soybean oil at 27.8%, rapeseed/canola
oil at 13.4%, and sunflower oil at 10.4% (Murphy et al., 2021).

Indonesia’s oil palm business promises attractive benefits and business opportunities so that the plantation area continues to
grow. In 1950, the area of oil palm plantations rang 105 thousand hectares; in 1985, it became 597,352 hectares; in 2000, 3.8 million
hectares; in 2010, 8 million hectares, and in 2020, 14.59 million hectares; with estimates that there are still around 2.2 million
hectares in the verification process or a total estimated at 16.8 million hectares (Purba & Sipayung, 2017; BPS, 2021). Since 2006,
Indonesia has surpassed Malaysian palm oil production, initially dominating global palm oil production. Indonesia, in 1980,
produced only 15% palm oil, while Malaysia produced 55% and other countries 30%; but in 2016, Indonesia turned around, making
54%, Malaysia 32%, and others 14% (PASPI, 2017).

Indonesia's palm oil is exported to various destination countries, including India, China, European Union, Pakistan, and
Egypt. However, in recent years, the palm oil trade in the European Union has been debated and experienced obstacles, such as anti-
dumping import duties and restrictions through various regulations. In addition, a negative palm oil campaign encourages people
not to consume palm products due to the impact of deforestation, environmental damage, and biodiversity loss through the “paim
oil free” campaign. The EU Parliament and Commission issued various regulations restricting palm oil in line with the European
Green Deal policies, which center on the economy of sustainability, the green economy, and the economy for climate change control.

The phenomenon of the palm oil industry and the dynamics of international trade encourage several studies on palm oil,
including the political economy of international trade in Indonesian palm oil, palm oil economic diplomacy, and international
relations with the European Union (Erixon, 2009; and 2012; Lottici, Galperin &; Hoppstock, 2014; Bechtel et al., 2011; Radmann,
2021; Pehnelt &; Vietze, 2010; Damuri, Atje &; Soedjito, 2015; Nugraha, 2021; Hariyadi &; Hodijah, 2020; Umarach, 2021; Arifin
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&; Putri, 2019; Alen, Hidayat &; Rizki, 2021; Ramadan et al. &; Mahmud, 2022; Robertua, 2019; Greetings &; Juned, 2022;
Zulkarnaen, 2019; Montratama et al., 2018; Laksono et al., 2019; Jokhu, 2022; Bangun, Hidayat &; Akim, 2020; Kinseng et al.,
2023; Sihotang, 2022; Saragih &; Rahayu, 2022; Goddess, 2013; Arief et al., 2020; Oosterveer, 2020; Rifin et al., 2020; Speechley,
Ozinga & Saskia, 2019). Therefore, this article will analyze Indonesia's strategy to deal with green protectionism in the palm oil
trade in the EU market.

THEORETICAL FRAMEWORK

This article uses the concept of protectionism and strategy choices to explain the rationale for EU and Indonesian policies related to
the palm oil market—protectionism in international trade, including tariff and non-tariff restrictions. Tariff limitation is a levy of a
percentage of costs on product prices; tariffs are levied on incoming goods (import duties) and goods sold to the international market
(export duties). Meanwhile, non-tariff protection is a trade barrier not based on product prices (non-price measures) and is referred
to as non-tariff barriers (NTB) or non-tariff measures (NTM). (Nopirin, 2016; Hadiwinata, 2002).

Such restrictions can be through new ways and conditions of trade, incorporating certain conditions, technical provisions,
and inspection of products and product origin (traceability), as well as processes and methods of production of goods for
environmental protection. Environmental protection can be a global interest, and therefore, the justifications and reasons for green
protectionism (environmental) tend to be supported by national and international communities (greater legitimacy) (Erixon, 2009;
Lottici et al., 2014). Green protectionism restricts trade on qualifying or specific conditions related to environmental protection and
climate change control efforts (Bechtel et al., 2011; Erixon, 2009; Evenett & Whalley, 2009; Mukherjee & Rathi, 2017; Tyson &
Meganingtyas, 2022).

Other trade restrictions include (1) Anti-Dumping, namely additional duties or levies imposed on imported goods traded at
prices lower than the fair market value or selling goods abroad producers, cheaper than the producer's domestic market price
(Rumapea, 2010). (2) Countervailing Duties (CVD), i.e., additional duties above normal imposed on imported goods, in return for
subsidies given to producers or exporters by exporting countries (Rumapea, 2010). One CVD modification associated with green
protectionism is the Carbon Border Adjustment Mechanism (CBAM) rule that imposes tariffs on imported products from countries
with weak carbon emission law enforcement (Lottici et al., 2014). (3) Administrative Barriers and Standards, namely the use of
various administrative rules such as food safety, electrical safety, and environmental standards, become a tool for import restrictions
such as the 1SO 14067 certification standard on Carbon footprints products (Lottici, Galperin &; Hoppstock, 2014). (4) Political
campaigns are an effort to use more domestic products. The same thing can be done the other way: not buying goods for specific
reasons, such as environmental protection.

To overcome these restrictions on international trade, policies and adjustment actions are needed as a strategy for countries
to manage national strength, resources, capacity, and equipment to realize the national interests to be achieved. In international
dynamics, countries will make policy adjustments to gain rather than lose. G. John Ikenberry modeled the strategy of state
adjustment in international situations or international regimes as follows (Ikenberry, 1986; 1988):

Table 1. Scheme of the state adjustment strategy

Strategic choice International Domestic
Offensive Create new international regime Change domestic structure
Defensive Remedial steps to defend current regime (protect regime) | Protect domestic structure

Source: G. John Ikenberry, “State and Strategies of International Adjustment”, 1986.

From the table of strategy choice schemes above, four choices are made as follows:
1. Offensive International Strategy. This response requires changes at the international level or international regime. The
international offensive strategy seeks to make changes and create new rules internationally.
2. Defensive International Strategy. This strategy maintains the existing international regime, the difficulty of which depends
on the existing international situation. Maintaining the regime becomes a huge undertaking when most countries want change.
3. Offensive Domestic Strategy. This effort is carried out by changing domestic rules and policies to adjust to applicable
international rules and demands.
4. Defensive Domestic Strategy. This strategy centers on maintaining the structure and rules of the domestic game, maintaining
the conditions of the domestic structure, and supporting the interests of the international environment.
Ikenberry's study, which focuses on challenges and adjustments to facing international or domestic regimes, is complemented by
Patrick M. Weber and Beata Stepien, who modeled action response strategies in the face of international economic sanctions.
International business people or actors facing international restrictive sanctions can take strategic actions: (1). Conformance
strategy: adjusting and looking for new market opportunities; (2). Challenge strategy: Increase activities in sanctioned areas, resist
and avoid regulation. The two response strategies are still detailed, with four strategies for responding to institutions or corporations
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facing sanctions: acquiesce, compromise, avoid, defy, and manipulate. This response is simplified to challenge, as avoid and
defiance. While conformance consists of proactive conformance and passive conformance, depicted in the following model (Weber
& Stepien, 2020):

Company/actor affected
EU sanctions / barriers

/

Conformance I!a"enge

Passive
Conformance

Figure 1: Choice of action strategy of actors against international sanctions

1. Proactive Conformance Response Strategy includes various actions that follow procedures and rules, including restrictions.
Consequently, actors, corporations, and governments seek new markets and relocate production/industrial facilities to other
countries.

2. Passive Conformance Response Strategy includes various actions that reflect the attitude of following the restriction rules,
including leaving the market, slowing down or closing the business, reducing labor, stopping or freezing investment, selling
production equipment and infrastructure owned in the region, and using money reserves to close the business.

3. Defiance Challenge Response Strategy, actions that are against or override sanctions, against the rules, or complain about
the rules; other actions in this strategy can be increasing investment, production facilities, creating subsidiaries or using local
companies for production in sanctioned areas, lobbying to influence the market and market policies of the commaodity.

4. Avoidance Challenge Response Strategy: Avoid sanctions through processing and re-exporting facilities from other
countries acceptable in the destination country of that market, making production different and exploiting legal loopholes to
enter the sanctioned country.

RESEARCH METHODS

To explore the understanding of the meaning and dynamics of Indonesia-EU political-economic relations, in the case of the palm
oil trade, this study uses qualitative methods. This method emphasizes aspects of description and exploration to provide
interpretation and understanding of the meaning of phenomena (Boeije, 2010). In qualitative research, the emphasis on finding and
interpreting the understanding of meaning requires flexible methods to facilitate contact — both sources, informants, and other data
sources, to obtain data descriptions that are rich, in-depth, and sufficient to be interpreted.

This descriptive research outlines factors related to the issue of trade in agricultural commaodities, especially Indonesian palm
oil, in the European Union market. The research also describes the interaction process between actors and transactions of interest
within the framework of the response strategy of the trade policy-making institution. Descriptive research seeks to describe
interrelated research phenomena according to the theory used. In this study, the international political economy approach will
emphasize the depiction of the phenomenon of actors or states, the nature and process of which is seen in international trade policies
and actions.

Research data is collected as case studies by tracing and intensively investigating every factor related to the research problem
(Neuman, 2016). Case studies of international political economy can take the form of one case, one issue in several countries, one
case spanning several countries, or one country with several cases (Odell, 2001). The study included one case with two major actor
countries in international relations. The technical stages of analysis include organizing and describing data according to the research
theme. Analysis and interpretation or discussion of data to arrive at an understanding of meaning, also by comparing and constructing
research data with literature information or theoretical perspectives (Creswell, 2016).
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RESULT AND DISCUSSION

The impact of palm oil trade protectionism in the European Union (EU), through negative palm oil campaigns and tariff barriers,
non-tariff trade is seen in the decline in Indonesian palm oil exports to the European Union. Although the total export of EU palm
oil is still above 5.3 million tons/year, the market share of Indonesian palm oil in the EU has decreased. The average export of
Indonesian palm oil in the Netherlands, Spain, and Italy is only around 2.3 million tons/year, down from the previous 3.5 million/year
(BPS, Indonesian Palm Oil Exports, 2023).

INDONESIA'S PALM OIL BARRIERS AND THE COUNTER-STRATEGIES

In the last 20 years, palm oil has been the target of negative EU campaigns mainly due to environmental issues such as deforestation,
biodiversity loss, environmental damage, and social conflicts (Richter, 2009). For example, allegations of the impact of
environmental destruction and endangered animals such as Sumatran tigers due to the expansion of oil palm plantations and the
pulp and paper industry. Green Peace and the World Wildlife Funds (WWF), Friend of Earth, and Rainforest Action Network call
for restrictions on international trade in products from Indonesia to encourage green protectionism (Roberts, 2010). Another
negative campaign related to palm oil issues is its nutritional content, which hurts health (Salleh et al., 2021).

The negative campaign of palm oil and consumer awareness education encourages the EU to prefer products with palm oil-
free labels. Accordingly, people choose healthier or more eco-friendly products by not consuming palm products (Salleh et al.,
2021). The pressure on palm biodiesel is then accommodated in the regulatory framework for promoting the use of clean and
renewable energy of the European Union — European Union Renewable Energy Directive (Pehnelt & Vietze, 2009).

As the front guard and leader in addressing environmental issues, especially global policies on climate change control, the
EU has some restrictions on Indonesian palm oil. First, tariff restrictions were carried out through (1) the provision of anti-dumping
import duty (BMAD) tariffs for Indonesian palm fatty acid alcohol for 2011-1016, with tariffs for PT Musim Mas: 45.63% and
other companies: 80.34%. (2) Since 2019, the European Union has imposed countervailing duties of 8-18%, 9 December 2019.
Second, non-tariff restrictions include (1) Renewable Energy Directive (RED) 1 2009 and RED 11 by the Parliament and Council of
the European Union. (2) European Parliament Resolution of 4 April 2017 on Palm Oil and Rainforest Deforestation. (3) EU Anti-
Deforestation Regulation, 31 May 2023. Wood, cocoa, coffee, palm oil, cattle, and soybean commodities, including derivatives,
must be deforestation-free and in full effect by the end of 2024. (Robertua, 2019).

On the other hand, Indonesia continues to overcome the EU’s restrictions on the palm oil market, aiming to (1) open access
to the palm oil market in the European Union. (2) Keep the EU's green protectionism regulation from becoming a reference
"benchmark™ of similar policies in other countries. (3) Encourage improvements in the management of plantations and the palm oil
industry to provide maximum socio-economic benefits for Indonesia (Discussion of the Directorate General of Foreign Trade Team
of the Ministry of Trade, 20/7/2023; Wibawa, 2022a). Such a policy is reflected in three perspectives of policymakers, namely: (1)
environmental sustainability, (2) trade war, and (3) national sovereignty and dignity (Kinseng et al., 2023). The environmental
sustainability perspective reflects the domestic offensive strategy type, while the trade war and national sovereignty perspectives
reflect the international offensive strategy type.

Three perspectives and policies on palm oil restrictions in the European Union, shown in Table 2, are as follows:

Table 2. Perspectives, Perceptions, and Policies on Palm Oil Restrictions

in the European Union

Perspective Perceptions of Main offenders Policy preferences
EU Policy

Environmental sustainability | Trade restrictions are a | Coordinating Minister The Indonesian government has
demand of the EU to for Economy, Minister of | established a set of palm oil
encourage the palm oil | Environment and governance regulations;
industry not to affect Forestry. implementation of forest & palm
the environment, oil moratorium; presidential
especially regulation for certification, and
deforestation, forest ensuring commitment to SDGs.
fires, etc.

Trade war Palm oil as a competitor | Minister of Foreign 1.Request an inclusive discussion
to vegetable oils other | Affairs and Minister of of all sustainable vegetable oils and
than palm oil in the EU, | Trade. equal treatment of all vegetable
so it is discriminatory oils;
against palm oil
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2. Multilateral diplomacy through
FAO to promote sustainable
vegetable oils

3. WTO platform

National
dignity

sovereignty &

EU actions undermine
the sovereignty and
dignity of the
Indonesian nation

Coordinating Minister
for Economic Affairs,
Minister of Trade,
Minister of Foreign

Legal resistance to the WTO;
diplomacy, search for new markets
in other countries; development of
domestic market potential

Affairs and Minister of
Environment and
Forestry

Source: (Kinseng, et al., 2023)

DOMESTIC OFFENSIVE STRATEGY

a. Changes in Forest and Palm Qil Policy

Until 2009, almost 2 million hectares of primary forest were converted into oil palm plantations with various objectives, including
population equality and market economy motives (Douglas Sheil et al., 2009). The use of forests for oil palm started with the
amendment of the moratorium on forest conversion. The forest moratorium aligns with the principles of sustainable forest
management and oil palm plantation management. On May 20, 2011, the Indonesian government established a forest moratorium
policy through Presidential Instruction No. 10 of 2011, which aims to reduce the rate of deforestation and forest degradation and
control large areas of forest use concessions. This policy is inseparable from international pressure and commitment to Reducing
Emissions from Deforestation and Forest Degradation (REDD) resulting from COP 13, UNFCCC, in Bali 3-14 December 2007.

The implementation of Indonesia's REDD+ mechanism is supported by Norway, assisting worth US$1 billion (14 trillion
rupiah) (Murdiyarso, 2011). The forest moratorium policy is temporary, renewed every two years; in 2013, Presidential Instruction
No. 6; in 2015, Presidential Instruction No. 8; and in 2017, Presidential Instruction No. 6; all about the Postponement and
Improvement of New Primary Natural Forest and Peatland Permits. Policy change from temporary forest moratorium to permanent;
stronger, with Presidential Instruction No. 5 of 2019, concerning the Termination of Granting New Permits and Improving the
Governance of Primary Natural Forests and Peatlands.

This policy is an accommodation against international pressure and facilitates palm oil diplomacy in the EU (Zulkarnaen,
2019). More substantial regulatory changes are shown through a particular policy on oil palm plantation moratorium, Presidential
Instruction No. 8 of 2018, concerning the Moratorium and Evaluation of Oil Palm Plantation Permit Granting and Governance for
Increasing Palm Qil Productivity. Under this policy, the government does not grant permission to (a) new proposals for oil palm
plantations; (b) plantation proposals that have been submitted but have not completed the requirements, and the location is in a
production forest (Yudhanegara & Rijanta, 2021; Setkab.go.id, 23/9/2018; Site News 5/15/2015; Scholte, 2019).

The policy of stopping forest use, followed by a moratorium on palm oil permits, is the most vigorous response to
international pressure on Indonesia's deforestation. This closes two political-economic factors that make the expansion of oil palm
plantations challenging to control, namely: (1) closing incentives for forest transfer authority and (2) closing opportunities for
political and economic incentives for government and private officials in forest conversion (Erman, 2017; CNBC Research, June
20, 2023; Sipayung, PASPI, 30/11/2023).

b. Domestic Offensive: Adopting a Sustainable Palm Qil Certification System.

In response to the growing demands for palm oil certification internationally, the Indonesian government established Indonesia
Sustainable Palm Oil (ISPO) on March 29, 2011, based on Permentan N0.19/0T.140/3/2011. To support ISPO, the Indonesian Palm
Oil Association (IPOA) left Roundtable on Sustainable Palm Qil (RSPO) and joined ISPO on September 29, 2011. The government
also calls for palm oil companies to immediately join ISPO and leave RSPO since Indonesia already has ISPO as a certification
system, similar to other certifications (Bisnis Indonesia, 2/10/2011; Detiknews, 4/10/2011).

In the period 2011 — 2020, ISPO certification has covered 621 certificates, 557 large private certificates of 5.25 million
hectares, 50 state-owned plantations of 286,590 hectares, and community plantations of 14 certificates, 12,270 hectares (Hadi et al.,
2023). This certification is still considered very little. There are several reasons for the slow pace of certification. First, obtaining a
sustainable palm oil certificate is complex, indicating Indonesia’s weak governance system. Second, even though it has received a
certificate, it cannot be ascertained to get the market at a more favorable price (weakness of economic incentives). Third, there are
differences in the level of trust of certification bodies and consumer trust in certification from different institutions, including ISPO,
which has not been considered credible (credibility weakness) (Sirait, 28/11/2022).

The credibility of certification is essential for the international palm oil market, particularly in approaching new markets of
various countries. Although Indonesia has credibility with international third-party reviewers, its ISPO's certificate needs more
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bargaining power that guarantees its palm oil products can be more accepted (Hutabarat, 4/11/2022). According to The EU
Ambassador in Jakarta, Vincent Guerend, the EU has not accepted the ISPO certification system, as it is not internationally credible
as a sustainability standard for the palm oil industry. ISPO certification is still assessed below, compared to certifications made by
Palm Qil Initiative Group or RSPO (Pirrard et al., 2017). Green Peace even views ISPO as a tool to fight negative palm oil campaigns
and not to stop deforestation (Choiruzzad et al., 2021). Moreover, the global environmental community considers certification as a
"greenwashing" mechanism, eliminating blame for the environment (Richter, 2009).

The certification problem can be more difficult for ISPO if the European Commission's recognition system is also applied to
certifying all palm oil products. Currently, there are demands for sustainable palm oil certification, further strengthened by
recognition systems from the European Commission, such as those already applicable to bio-energy certification (bio-diesel,
biomass, bio-liquid, bio-fuels) (Oosterveer, 2020). The EU Commission approved sustainability requirements for 15 bio-energy
certification bodies, including Round Table on Responsible Soy (RTRS EU RED), Biomass- Biofuels VVoluntary Scheme (2BSvs),
International Sustainable and Carbon Certification (ISCC EU) and others (Committee Energy, Climate Change, Environment, EU,
3/12/2023).

c. Domestic Officials: Downstream Policy and Price Control

Since 2006, Indonesia has been the world's leading palm oil producer. In 2021, Indonesia's palm oil production is 59% of global
palm oil production; it is estimated that Indonesia's palm oil market share in the global vegetable oil market is 23%. With this
number, the Indonesian government overcomes international market problems with domestic offensive strategies through
downstream policies. Downstream is a tool to secure market shocks or barriers abroad, for example, the European Union.

Downstream business started in 2007, but the regulation only emerged through the Minister of Industry Regulation
N0.111/M-IND/PER/10/2009 against the Guide Map for the Development of Downstream Palm Qil Industry Clusters. The
regulation was then amended through the Regulation of the Minister of Industry No. 13 of 2010, which encouraged the prioritization
of the development of the downstream palm oil industry. The acceleration of the downstream palm oil industry began in 2015
through policies that integrated the domestic palm oil processing industry with international trade policies, namely palm oil export
levies. Important policies in this aspect include (a) levy policies that support downstreamization, (b) expansion of downstream, and
(c) mandatory bio-diesel process, which is currently headed to B-35.

One of the policies is through export levies or export duties drawn or levied higher on raw products so that exports of raw
products are not profitable. This will be an incentive for processing businesses in the country. In 2010, exports of CPO at 52.87%,
other palm oil at 38.33% and CPKO (raw materials) at 7.48%, PKO (refined palm kernel oil) at 1.32%; while in 2021, CPO exports
fell considerably to 9.40%, and other palm oil (processed) 85.35%; while CPKO (raw) 0.20%, and PKO 5.05%. Exports of finished
palm products in 2021 have been above 80%; downstream palm oil has been more successful than in 2010 at 38.33% (BPS, Palm
Oil Statistics, 2010 and 2021).

The downstream process of the palm oil industry in Indonesia is through 3 business channels, which are grouped into (1).
The downstream oleo-food complex includes palm oil processing industries (refined palm oil) and palm oil-based industries (palm
oil-based products). Downstream oleo-food products, cooking oil, shortening (seasoning), margarine, ice cream, bakery, chocolate,
pharmaceutical, vitamin A, vitamin E, and so on. (2). Downstream oleo-chemical group: Industries that process palm oil into oleo-
chemicals essential to oleo-chemicals, the results of this downstream industry: fatty-acid alcohol, glycerin to consumer products
such as soap, shampoo, cosmetics, and others. (3) Downstream through bio-diesel/bio-fuel/bio-energy complex, such as bio-diesel
(FAME), from B-30, which is expected to be B100 or palm diesel oil ultimately, (Sipayung / PASPI, No.01, 2023).

International Offensive Strategy
a. Countering the Negative Palm Oil Campaign
One of the strenuous efforts in palm oil diplomacy, the Ministry of Foreign Affairs communicated to encourage discussion on world
(vegetable) edible oil related to the process and production and the environmental impact of oil. This active communication effort
is strengthened by positive activities involving participants from the European Union, research partners, private institutions or
NGOs, and business groups in disseminating palm oil information. Unfortunately, public activities involving many groups, including
politicians, parliamentarians from the academic environment, and researchers from the European Union, are still minimal, so they
have not substantially impacted the acceptance of EU society (Hutabarat, 3/11/2022).

Efforts to increase resistance to negative palm oil campaigns are carried out through various palm oil diplomacy activities,
including (Laksono et al., 2019):

1. Carrying out arguments against the European Commission’s policy regarding Delegated Regulation Supplementing
Directive-EU 2018/2001, On the Promotion of the Use of Energy from Renewable Sources (RED II).

2. Supporting Indonesian palm oil narratives and diplomacy through various programs: (1) Direct communication platform
through increasing understanding (awareness) for international multi-stakeholders in the form of Regional Palm Oil Course
(RPOC) since 2017; (2) Disseminating an understanding of the contribution of palm oil to the Sustainable Development
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Goals (SDGs) through the delivery of printout booklets and books on palm oil diplomacy to stakeholders at home and abroad;
(3) Cooperation in making documentary films with Dutch filmmakers about the lives of Indonesian palm oil farmers while
increasing international public understanding of the governance of the Indonesian palm oil industry; (4) Making several
infographics related to palm oil diplomacy to facilitate positive palm oil campaigns.

Regular Palm Qil Course aims to broaden the understanding of palm oil plantation management in Indonesia and promote
Indonesia’s efforts to develop a sustainable palm oil industry. This course on palm oil has been regularly held since 2017 in
collaboration with the Indonesian Ministry of Foreign Affairs Policy Assessment and Development Agency, BPDP-KS,
Jambi University, and Bogor Agricultural University (IPB). Various participants from Australia, Netherlands, Czech
Republic, Hungary, Italy, England, France, Russia, Slovakia, and Spain attended this course.

International Workshop on Crop for Peace focuses on sharing experiences and best practices on peacemaking and conflict
resolution with solutions based on agriculture. The focus of activities is on peacebuilding issues, the development of creative
industries, and the achievement of SDGs.

Preparing narratives and arguments about palm oil in international forums within the United Nations. In the 4th United
Nations Environment Assembly meeting in Nairobi, Kenya, the European Union carried out a negative palm oil campaign
with the submission of a resolution, “Deforestation and Agricultural Commodity Supply Chain," which explains tropical
rainforest deforestation due to oil palm plantations in Indonesia. The Indonesian delegation strongly rejected the opposing
campaign and presented evidence of the Indonesian government's steps to ensure sustainable Indonesian palm oil production,
including mandatory certification policies, forest moratoriums, new oil palm permits, and peatland rehabilitation. With such
a firm counter-narrative, the EU withdrew a resolution to be corrected and placed more emphasis on a shared understanding
of sustainable forest management.

The closing of the documentary film "Palm Oil Expedition,” which is one of the negative palm oil campaigns that even
allegedly involves UNDP. The Indonesian Foreign Ministry strongly protested the Palm Oil Expedition film screening and
summoned Indonesia’'s UNDP Head of Representative. After discussions involving UNDP, Discovery Asia, the Coordinating
Ministry for Economic Affairs, the Ministry of Agriculture, the Ministry of Trade, the Indonesian Palm Oil Council (DMSI),
and APKASINDO, it was decided that the Palm Qil Expedition documentary should be scrapped.

b. Multilateral Coordination & International Institutions
One of the international offensive strategies is carried out through the coordination and synergy of multilateral and international
institutions. Various activities are carried out, including:

1.

In 2012, the Indonesian Ministry of Agriculture, UNDP (United Nations Development Programmes), and several
multinational corporations collaborated to launch the Indonesia Sustainable Palm Oil Initiative (SPO Initiative) to facilitate
sustainable palm oil production. The SPO Initiative project lasted five years with pilot project areas in Riau, South Sumatra,
and West Kalimantan. The main objectives of the SPO Initiative focus on the improvement and management of sustainable
palm oil and the contribution of oil palm agriculture to forest conservation and biodiversity (Press release UNDP Indonesia
2012).

Improved Coordination with Indonesia's partner multilateral agricultural organizations that encourage increased presence
and partnership or coordination with the Food and Agriculture Organization (FAO). FAO working committees also
developed various good agricultural governance standards, such as the International Code of Conduct for Sustainable Use
and Management of Fertilizers, which also covers increasing productivity with rules on the use of water pesticides and
fertilizers in collaboration with the International Fund for Agricultural Development (IFAD) to achieve SDGs and fight non-
tariff trade barriers from importing countries (Laksono et al., 2019).

Develop cooperation with palm oil-producing countries through palm oil diplomacy. With a lot of pressure and negative
issues on palm oil from the UK, EU, and US, Indonesia, and Malaysia as significant producers of palm oil - around 80% of
global production, agreed to conduct a joint campaign against the negative issue of palm oil. Indonesia then adopted it into
Presidential Regulation No. 42/2016 concerning the Ratification of the CPOPC Charter. CPOPC policies include, among
others, consultation on palm oil industry development; improving the welfare of oil palm smallholders; developing a global
framework of sustainable palm oil principles, investment cooperation and development of green industrial zones, sustainable
and environmentally friendly palm oil industry; and cooperation to overcome barriers to palm oil trade. (Gani, 2020; Nugraha,
2021).

WTO Pathway: Countering EU Regulations
With such tariff and non-tariff regulatory obstacles and no joint solution, Indonesia submitted palm oil disputes to the WTO Dispute
Settlement Body (DSB). It appealed to the WTO Appellate Body (Suherman, 2012). Some cases are:

1.

Case DS 442 WTO: EU-anti dumping measures on import of specific fatty alcohol from Indonesia. The dispute panel began
on June 25, 2013, and the panel’s decision on September 5, 2017, and was adopted/implemented on September 29, 2017. In
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this case, although Indonesia cannot prove all its allegations to the European Union regarding anti-dumping implementation,
the EU also does not meet the standards for submitting reports on its anti-dumping investigations. The European Union finally
stopped anti-dumping duties on fatty acid alcohol products from Indonesia in November 2016.

2. DS 480 WTO: Case of Anti-Dumping Import Duty on Indonesian biodiesel in the European Union. In 2014, Indonesia
expressed objection to the imposition of anti-dumping duties on bio-diesel imposed by the EU on Indonesian bio-fuel/bio-
diesel fuel oil derived from palm oil (Newsletter, Indonesia-Investments, 19/6/2022. The decision was issued on January 25,
2018, and adopted on February 28, 2018, in which Indonesia won the BMAD biodiesel lawsuit (Infopublik news portal,
26/1/2018).

3. DS 593 WTO: European Union — Certain measures concerning palm oil and oil palm crop-based biofuels. The EU's RED 11
regulation implies that palm oil production from high-risk ILUC areas cannot be included in carbon emission reduction
calculations and must be gradually eliminated from the EU market by 2030. Indonesia, on December 9, 2019, raised objections
and then submitted the formation of a panel on March 18, 2020. On 8 June 2021, the Panel communicated to DSB that the
final Report would be completed in the second quarter of 2022 or mid-2022. However, it turns out that the Panel is taking
longer for decision-making to be completed in 2023.1

The old WTO decision resulted in the expiration of anti-dumping or countervailing duties, so dispute settlement through the WTO
could have been more effective. Even after it had expired, the EU made new rules; for example, anti-dumping duties were later
changed to countervailing duties. This happens in the case of fatty alcohol and bio-diesel. After the WTO DS480 dispute, the EU
imposed additional duties on countervailing measures on imported EU biodiesel products on 28 November 2019, ranging from 8-
18% (Official Journal of the EU, Commission Implementing Regulation EU 2019/2092, 28/11/2019, imposing countervailing duties
on imports of biodiesel originating in Indonesia). Indonesia is submitting a dispute to DSB WTO DS-618/2, EU Countervailing
duties on import bio-diesel from Indonesia on October 13, 2023.

There are three aspects related to Indonesia’s attitude towards EU energy policy. First, Indonesia objected to the European
Union taking actions that potentially violated the GATT/WTO Article | agreement related to making parameters that hinder and
limit the entry of a trade commaodity item. Second, related to Article Il GATT/WTO, which ensures that imported products that
come from domestic importers are treated equally. Third, making arrangements derived from exceptions due to humanitarian or
environmental interests as exceptions to be able to prohibit becomes effective for a policy. Regulation-making based on
environmental interests is unilateral and can potentially violate the rules of freedom of international trade (Tyson & Meganingtyas,
2022). The RED Il regulation benefits EU member states that provide non-palm vegetable oil. In contrast, palm oil is restricted
because it comes from a high-risk ILUC area and is produced by a non-EU country, clearly meaning to benefit producers of similar
vegetable oils produced in EU countries as a form of discrimination (Sihotang, 2022).

Proactive Conformance Behavior: Seeking New Markets

The actions taken by Indonesia to complement the domestic offensive strategy and the international offensive are Proactive
Conformance, such as establishing a new export market and finding a new palm oil market. Business groups generally prefer to
increase the volume of exports to traditionally existing destinations and expand the palm oil market, especially exports to new
destination countries, rather than face the difficulties of the EU market. Government support is needed to find new palm oil markets.
However, the EU market is still promising if the barriers are reduced (Sipayung, 2022; Hutabarat, 2022).

Regarding markets, the European Union is not a priority for efforts to increase exports. However, the European market
remains vital and relevant if the European Union can be more "friendly" to palm oil and its derivative products (Sipayung,
3/11/2022). Restrictions on palm oil to the European Union through barriers of green protectionism indirectly benefit local vegetable
oil businesses such as rapeseed (Ryser, 13/1/2021). The diplomatic approach to reduce barriers to palm oil is partly carried out by
diplomatic channels such as voicing objections to the European Union's decision, rallying action with other countries such as Costa
Rica, Ecuador, Honduras, Malaysia, Colombia, and Guatemala to write a memorandum of objection to the EU parliament's
resolution on palm oil and actively communicate to European countries (Arifin & Putri, 2019).

President Jokowi, since 2015, has also emphasized the importance of economic diplomacy, especially palm oil diplomacy.
The President asked Indonesian Ambassadors and Heads of Representatives abroad to conduct economic diplomacy actively. The
President asked the Indonesian Representative to mobilize 70-80 percent of the ability to focus the economy, attract investment, and
increase investment in substitute industries, most of which are imported, such as petrochemicals, energy imports, and investment in
natural resource processing. The President also gave an example, for example, to increase exports of processed palm oil or palm-
based products such as bio-diesel, it is necessary to invest in the B-30, B-40, B-50 biodiesel industry even if it is capable of B-100,
or can be used as aviation fuel from palm oil (Gani et al., 2022).

1 Entire Documents dispute related oil Palm and policy Energy Renewable Plain Europe I, the already Circulated by DSB, get
Accessed deep, wto.org/dispute settlement.
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Technical approaches to market expansion, both old and new, include strengthening or efforts to increase market volume in large
consumer countries such as India, China, and Pakistan. India's market potential is enormous, with around 25% of Indonesia’s palm
oil exports; with a population of close to 1.5 billion people, the need for vegetable oil can reach 22 million tons annually. India's
palm oil consumption can range from 60% of the requirement to about 12 million tons annually. India has absorbed Indonesia's
significant palm oil exports. Strengthening market access is also carried out to Pakistan, which has an export share of around 7% of
Indonesia‘s palm oil exports. The approach to Pakistan is mainly to maintain low import duty rates, even up to 0% for CPO. Low
import duties can increase the number of Indonesian palm oil exports to Pakistan. The average import duty on Pakistani palm oil
imports from Indonesia ranges from 6-10% (Ali, 2021). Due to the US-China trade war, China's market potential can be improved
and increased by more obstacles to Chinese soybean imports from the United States (Laksono et al., 2019).

Second, the expansion of new markets such as African countries, the Middle East, and Turkiye. One example of efforts to
develop new markets for palm oil is the effort to penetrate more palm oil exports to Turkiye through trade promotion and exhibitions
in Turkiye, which is fully supported by Indonesian representatives (Embassies) in Turkiye (Ramadhan et al., 2022). The African
palm oil market has huge potential, given Africa's enormous population of 1.4 billion people. The African region is also growing
and has potential because African people are also relatively fond of fried food, and the price of palm oil is relatively low, able to
compete with other vegetable oils. In recent years, since 2017, the volume of palm oil exports throughout Africa of around 3.35
million tons per year still has the potential to increase (Journal News of Palm Oil Analysis, January 12, 2023).

Third, approach to business people and importers of Indonesian palm products in the central export destination countries
of palm oil in the European Union, namely Italy and Spain. The focus in these countries is cooperation with business people,
especially palm oil importers and distributors, to approach and "engage" with the public, which is managed with a sustainable
system. In addition, a public campaign was also carried out that not all palm oil from Indonesia is a factor in deforestation, and
Indonesia is not in the ILUC high-risk category. Cooperation with European business groups, such as the Italian Union for
Sustainable Palm Qil (IUSP), must be encouraged. This is for strengthening and positive communication of palm oil. In order to
fight the discriminatory movement against palm oil, IUSP also reported the practice of labeling "palm oil free" as a discriminatory
act of vegetable oil to the European Commission Anti-Trust agency (Laksono et al., 2019).

CONCLUSION

Indonesia is the largest palm oil producer, which can be a commodity power of economic interest and foreign exchange earner and
contribute to achieving SDGs. However, Indonesian palm oil has come under pressure, and restrictions on the palm oil trade in the
EU market have been placed based on environmental protection. This is part of the EU's efforts as a global leader in climate
warming/change control. The EU systematically seeks to achieve its environmental goals using international trade mechanisms.
Layered palm oil trade restrictions by the EU are carried out through negative palm oil campaigns, anti-dumping import duties,
countervailing duties, RED | and RED Il Regulations, and Anti-Deforestation. It all boils down to green protectionism to protect
Indonesia's biodiverse tropical forests, the world's carbon sink that plays a role in controlling global warming.

The policy response chosen by Indonesia is an official domestic strategy where the government seeks to improve palm oil
management at the policy level, such as forest moratorium and palm oil permit moratorium. These include peatland use permits,
ISPO establishment, standard improvement, and certification acceleration. In addition, downstream palm oil product policies and
efforts to change domestic palm oil regulations and governance standards to comply with international standards are also
implemented. However, this strategy is ineffective in opening up a larger palm oil market in the EU.

Such policies then shifted to international offensive strategies through diplomacy, communication against negative
campaigns, multilateral coordination, and resistance to the legal approach of the WTO channel, making complaints and opposing
arguments limiting Indonesian palm oil. Efforts through WTO channels can be successful, especially regarding changing or
canceling anti-dumping tariffs or countervailing duties. Nevertheless, it is less effective because it takes a long time and is not easy.

Another practical option is proactive conformance, which focuses on establishing new export markets while maintaining the
existing palm oil market in the European Union. However, efforts to counter negative images and fight palm oil restrictions in the
European Union failed to change the regulations limiting Indonesian palm products on the EU market. Indonesia has yet to create
regulatory changes and free and fair-trade market access in the EU market. That is, the success of regulatory resistance in the WTO
channel related to anti-dumping tariffs and countervailing duties on Indonesian palm products is a hope for Indonesia for free and
fair trade.
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3) Dr. Gde Wibawa, Researcher from the Ministry of Agriculture and the International Palm Qil Negotiation Support Team,

December 17, 2022.
4) Dr. Tungkot Sipayung, Executive Director of PASPI (Palm Oil Agribusiness Strategic Policy Institute) and researcher and

observer of palm oil issues, November 3, 2022.
5) Group Discussion of the Directorate General of Foreign Trade Team, Ministry of Trade of the Republic of Indonesia, July

20, 2023.
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