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of the people of 
Switzerland agree 

to the entry into of a cooperation 
agreement on palm oil trade in the 
Indonesia-European Free Trade 
Association (EFTA) -Comprehensive 
Economic Partnership Agreement 
(IE-CEPA); 

The results of the Swiss 
referendum have the 
potential to improve 
the positive image 
and acceptance of 
Indonesian palm oil in 
global trade;

The Swiss referendum should be 
a momentum for the Government 
of Indonesia to strengthen 
palm oil trade diplomacy 
by prioritizing improvements in 
sustainable aspects of the national 
palm oil industry.

51,6%

Introduction

on March 7, 2021, the Swiss Government organized 
a referendum to adopt decision on the Comprehen-
sive Economic Partnership Agreement (CEPA) be-
tween the European Free Trade Association (EFTA) 
States and Indonesia (IE-CEPA). CEPA is a trade co-
operation agreement between the Government of 
Indonesia and EFTA States. EFTA consists of four 
countries that have chosen not to enter the Europe-
an Union, namely, Iceland, Liechtenstein, Norway, 
and Switzerland.

The referendum emerged because of the rejection 
of this cooperation agreement by some of the Swiss 
people. The reason is that this cooperation includes 
the vegetable oil commodity trade cooperation be-
tween Indonesia and EFTA. Although the agreement 
does not specifically mention palm oil, but vegeta-
ble oil clausule instead, some Swiss people have as-

sumed that this cooperation facilitates the trade of 
palm oil from Indonesia. This rejection by some of 
the Swiss people was followed by the signing of the 
petition. The petitions were sent to parliament. The 
results of the review on the validity of the petition 
stated that Switzerland had to organize a referen-
dum to decide on this matter.

The referendum result showed that 51.6% of the 
Swiss people accepted the agreement to include 
Indonesian vegetable oils, including palm oil, in the 
IE-CEPA. The result of the referendum is expected to 
have a positive impact on the image of Indonesian 
palm oil in the global market. Therefore, the Gov-
ernment of Indonesia should use this momentum 
to continue to improve the sustainability aspects of 
the national palm oil industry.

 

 



 

 

IE-CEPA and Agreement Points of Indonesian Vegetable Oil Trade Agreements

After an 8-year long negotiation consisting of 15 
rounds, the IE-CEPA was finally agreed on December 
16, 2018. IE-CEPA is intended to agree on preferential 
tariffs that allow Indonesian exporters to gain strong 
access to European markets outside of the General-
ized System of Preferences (GSP) with lower tariffs or 
tax-free access for imports. 

The agreement further provides that the EFTA coun-
tries will act as hubs for Indonesian companies op-
erating in the European market. Thus, Indonesia is 
expected to benefit from EFTA’s trade flows with the 
European Union, and also from EFTA’s trade flows 
with other free trade partners around the world.

For EFTA countries, this cooperation is also beneficial 
for their commodity trade with Indonesia. For exam-
ple, Switzerland will cooperate in the cocoa trade, 
Norway will strengthen the trade in fishery commod-
ities, while Iceland will prioritize the geothermal in-
dustry. 

This cooperation agreement will certainly be great-
ly beneficial for Indonesia and the EFTA countries. 
Based on trade data released by UN Comtrade (2019), 
the total value of Indonesia’s exports to Switzerland 
reached USD 740,723,482 with the largest commod-
ities, namely gold at USD 366,771,565, chocolate at 

USD 193,151 and coffee at USD 114,469. Furthermore, 
the value of Indonesia’s exports to Norway reached 
USD 87,549,777. Meanwhile, with Iceland, Indonesia’s 
export value amounts to USD 1,154,478. At the same 
time, the export value of Switzerland to Indonesia 
reached USD 491,136,176, the export value of Nor-
way to Indonesia reached USD 147,004,306 and the 
export value of Iceland to Indonesia amounts to USD 
3,177,081.

The agreement involving the palm oil commodity has 
been the first experience for Switzerland to agree 
on trade cooperation with Indonesia. Bilaterally, In-
donesia and Switzerland agreed to provide a palm 
oil import quota of 10,000 tons, which could then be 
increased to 12,500 tons over five years. In addition, 
Switzerland agreed to reduce import duties by 20% to 
40% on palm oil commodities from Indonesia.

However, the above agreement must respect the pro-
visions of the articles in the IE-CEPA Agreement on 
sustainable vegetable oil management. For example, 
palm oil from Indonesia must be shipped in 22 ton 
tanks to ensure traceability. In addition, there are 
many more trade agreements regulated in Article 8 
Paragraph 10 concerning “Sustainable Management 
of the Vegetable Oils Sector and Associated Trade” 
(see figure 2).
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Although in principle, the points of the agreement 
call for Indonesia’s commitment to improving 
sustainable palm oil governance, it also presents 
an opportunity for Indonesia to expand its share 
of the palm oil market, especially those that meet 
sustainability standards.

As a follow-up to the IE-CEPA, Indonesia and 
Switzerland are negotiating bilaterally to determine 
palm oil sustainability requirements, which will be 
regulated in more detail in the ordinance (Swiss 
national regulation).

Effectively apply laws, policies and 
practices aiming at protecting primary 
forests, peatlands, and related 
ecosystems, halting deforestation, 
peat drainage and fire clearing in land 
preparation, reducing air and water 
pollution, and respecting rights of 
local and indigenous communities and 
workers;

A

Support the dissemination and use of 
sustainability standards, practices and 
guidelines for sustainably produced 
vegetable oils;

B

Cooperate on improving and 
strengthening government standards 
where applicable;

C

Ensure transparency of domestic 
policies and measures pertaining to the 
vegetable oils sector; and

D

Ensure that vegetable oils and their 
derivatives traded between the Parties 
are produced in accordance with the 
sustainability objectives referred to in 
subparagraph (a).

E

Indonesian Vegetable Oil 
Trade Agreement Points

Figure 1. Indonesian Vegetable Oil Trade Agreement Points



 

 

Objection Petition and Referendum

In terms of the process, the IE-CEPA agreement must 
be ratified by EFTA countries. When Iceland and Nor-
way were in the process of ratifying the agreement, 
they faced a wave of rejection by some of the Swiss 
people.

The IE-CEPA rejection was initiated by Uniterre, a 
Swiss farmers union, and Willy Cretegny, a Swiss 
grape farmer. They reject the point of the vegetable 
oil trade agreement from Indonesia, especially palm 
oil. The reason is that palm oil is not eligible to be 
included in a free trade agreement, because it dam-
ages the environment and human rights. 

Through his interview with Swissinfo (2021a), Willy 
Cretegny revealed that meeting sustainability stan-
dards for Indonesian palm oil plantations is difficult 
to achieve and tariff and non-tariff policies on im-
ported products do not necessarily have to be seen 
as protection or anti-free trade policies.

A petition for rejection was rolled out by a commit-
tee named “Stop Palm Oil”. They managed to gather 
support from 50 organizations and signed petitions 
from more than 50 thousand Swiss people to reject 
IE-CEPA. However, not all non-governmental organi-
zations (NGOs) support this petition, such as Public 
Eye and Greenpeace (Swissinfo, 2021b).

Willy Cretegny explained in his interview that some 
NGOs found it difficult to make decisions in this 
matter, because some of them had already become 
partners in the certification of sustainable palm oil 
(Swissinfo, 2021a). In addition, support for free trade 
is extraordinarily strong in the Swiss parliament. 
Swiss right-wing politicians have stated that the re-
jection of free trade is a threat to the resilience of the 
Swiss economy (Swissinfo, 2020). The support even 
came from left-wing parties such as the Social Dem-
ocratic Party (Swissinfo, 2021b). However, along with 
the increasing pressure from the public, the party fi-
nally changed its standing.

The petition documents are then sent to the parlia-
ment. The Federal Chancellor reviews the validity 
of the petition documents. According to the rules in 
Switzerland, a referendum mechanism is needed to 
decide on such matter. This is the first referendum in 
Swiss history to decide on the free trade issue. The 
referendum was originally proposed for November 
2020. Due to the COVID-19 pandemic, the referen-
dum was postponed until March 2021.
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Objection Petition and Referendum Result of Referendum

After experiencing several delays, the Swiss people’s 
referendum on reducing import duties for Indonesian 
palm oil in the IE-CEPA was finally carried out on 
March 7, 2021. More than 2.7 million Swiss people 
participated in the referendum. The referendum 
result shows that 51.6% of the Swiss people accept 
the agreement related to Indonesian palm oil in the 
IE-CEPA, with very slight differences.

Swissinfo (2021b) reports that, in general, rejections 
come from western Swiss cantons (regions) such 
as Geneva (where Swiss agricultural commodity 
companies are located) and Vaud (where the 

Figure 2. Distribution of referendum results by canton
(Image Source: Swissinfo, 2021b)

headquarters of Switzerland’s largest food company, 
Nestle, operates). Vaud itself is the canton with the 
largest rejection rate, reaching 65.9%. Meanwhile, 
Zurich - where the most referendum participants 
reside, more than 470 thousand participants - chose 
to accept the agreement, with a voting value of 
58.2%. Meanwhile, the largest acceptance came 
from the Canton of Nidwalden (participants less than 
17 thousand), with a voting value of 62.7%.



 

 

Impact of the Result
of Referendum

Although the volume of Indonesia’s palm 
oil exports to EFTA countries are relatively 
small, this referendum has had an incred-
ibly positive impact on Indonesian palm 
oil. Because these countries are important 
actors in influencing commodity trade in 
Europe and even the world. The immedi-
ate impact is the improving positive image 
of Indonesian palm oil in the global mar-
ket, particularly in Europe.

Statistically, the consumption of palm oil 
in these EFTA countries is not large. For ex-
ample, Norway and Switzerland, in 2020, 
the consumption will be no more than 
1,000 tons and 20,000 tons. Although in 
2004, consumption of palm oil in Norway 
reached its peak at 26,000 tons, after that, 
it continued to decline. The same thing 
happened in Switzerland, where palm oil 
consumption reached its peak in 2014, 
which was 36,000 tons, but after that it de-
creased. At the same time, consumption of 
rapeseed oil and rapeseed oil continues to 
increase every year (see Figure 2 and Fig-
ure 3). The existence of this cooperation 
agreement has the potential to increase 
the trade of Indonesian palm oil in these 
EFTA countries.

Building a positive image of Indonesian 
palm oil in the global market will be the 
main point after this referendum. The re-
sult of the referendum will affect the per-
spective of the global community, espe-
cially the European Union, towards palm 
oil, which so far has been portrayed in a 
more negative light.

The pressure on the palm oil trade in the 
European Union is massive, such as the 
issuance of the Renewable Energy Di-
rective (RED II) in 2018 and expressing 
doubts about the sustainability standards 
of palm oil in Indonesia. With the results 
of the Swiss referendum, all parties have 
once again placed their faith in the impor-
tance of meeting palm oil sustainability 
standards by making it an important pre-
requisite for global palm oil trade. For In-
donesia, this is the momentum to improve 
sustainable palm oil governance.

Figure 3. Domestic consumption of palm oil in the two EFTA 
countries (Source: USDA in Index Mundi, 2021)

Figure 4. Domestic consumption of rapeseed oil and oilseed rape 
from the two EFTA countries (Source: USDA in the Mundi Index, 2021)

Figure 5. Domestic consumption of palm oil in European Union 
countries (Source: USDA in Index Mundi, 2021)
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The Indonesian Government’s 
Commitment to Sustainable Palm Oil

Unfinished Business 
The result of the Swiss referendum shows that In-
donesian palm oil is still seen as credible in the 
global vegetable oil market, especially for the peo-
ple of Switzerland. But the road to broader market 
acceptance still has a long way to go. The agree-
ment from the IE-CEPA cooperation still regulates 
the technical mechanism for palm oil trading. For 
example, the Swiss Government will prepare an Or-
dinance (Swiss national regulation) regarding the 
sustainability requirements of Indonesian palm oil 
to be traded in Switzerland.

In substance, Article 8 Paragraph 10 concerning 
“Sustainable Management of the Vegetable Oils 
Sector and Associated Trade”, has contained stan-
dard points of trade cooperation for vegetable oils, 
including palm oil. The Article will be derived tech-
nically in an Ordinance by the Swiss Government. 
For this reason, the Government of Indonesia must 
continue to oversee the preparation of the Ordi-
nance so that Indonesia’s position in the manage-
ment of palm oil trade with Switzerland is balanced.

The global community’s trust in Indonesia’s palm oil 
commodity is the most important thing that is contin-
uously maintained and enhanced. The results of the 
Swiss referendum are proof that governance standards 
for sustainable palm oil are key to market acceptance 
for palm oil. Therefore, there is nothing better for the 
government to do to strengthen the palm oil trade, 
other than to continue to improve governance.

So far, by involving various parties such as business 
actors, oil palm farmers, NGOs, and universities, the 
Government of Indonesia has made various efforts to 
improve sustainable palm oil governance. There are 
several key improvements that have been made, in-
cluding:

map for the development of the sustainable palm 
oil sector. The aim is to increase the capacity and 
capability of smallholders, settlement of land sta-
tus and legalization, use of palm oil as a new and 
renewable energy source, improve diplomacy for 
sustainable palm oil plantations, and accelerate 
the achievement of sustainable palm oil planta-
tions.

C. Issuance of Presidential Instruction of the Repub-
lic of Indonesia Number 5 Year 2019 concerning 
the Termination of Granting New Permits and 
Improving Management of Primary Natural For-
ests and Peatlands. This regulation is a follow-up 
and refinement of Presidential Instruction No. 6 
of 2017. The aim is to stop the issuance of new 
licenses for primary natural forest and peat land 
located in conservation forest, protection forest, 
production forest (limited production forest, reg-
ular or permanent production forest, and convert-
ible production forest), and other use areas set out 
in the Indicative Map for the Termination of New 
Licensing (Penetapan Peta Indikatif Penghentian 
Pemberian Izin Baru Hutan Alam Primer Dan Lah-
an Gambut - PIPPIB).

D. Issuance of Presidential Regulation No. 44 of 2020 
concerning the Indonesian Sustainable Palm Oil 
Plantation Certification System (ISPO). The aim is 
to ensure and improve the management and de-
velopment of oil palm plantations in accordance 
with the ISPO principles and criteria, increase the 
acceptability and competitiveness of Indonesian 
oil palm plantations in the national and interna-
tional markets and increase efforts to accelerate 
the reduction of greenhouse gas emissions.

A. Issuance of Presidential Instruction No. 8 of 2018 
concerning Postponement and Evaluation of Oil 
Palm Plantation Licensing and Increasing the Pro-
ductivity of Oil Palm Plantations. The goal is to 
improve the governance of sustainable oil palm 
plantations, strengthen legal certainty, maintain 
and protect environmental sustainability includ-
ing reducing greenhouse gas emissions, increasing 
guidance for oil palm farmers and increasing land 
productivity by implementing good agriculture 
practices.

B. Issuance of Presidential Instruction No. 6 of 2019 
concerning the National Action Plan for Sustain-
able Oil Palm Plantations for 2019-2024 as a road 

2020 Presidential Regulation No. 44 of 
2020  concerning the Indonesian 
Sustainable Palm Oil Plantation 
Certification System (ISPO).

2018 Presidential Instruction No. 8 of 
2018 concerning Postponement and 
Evaluation of Oil Palm Plantation 
Licensing and Increasing the 
Productivity of Oil Palm Plantations

2019 Presidential Instruction No. 6 of 2019 
concerning the National Action Plan 
for Sustainable Oil Palm for year 
2019-2024

Presidential Instruction No. 5 of 2019 
concerning the Termination of New 
Permit Issuance and Improvement of 
Primary Natural Forest and Peatland 
Governance
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There are several aspects that need special atten-
tion by the Government of Indonesia. First, ensuring 
that the import quota system and import duty rates 
do not burden Indonesia’s position in trade. This is 
important to guard, because in principle, the appli-
cation of the import quota system and import duties 
is part of trade barriers. The impact will reduce the 
competitiveness of Indonesian palm oil commodi-
ties in the Swiss market. Therefore, the Indonesian 
government needs to ensure that this does not re-
duce the competitiveness of Indonesian palm oil.

Second, the Indonesian government must strive 
for the palm oil sustainability standard which is 
regulated in the Ordinance by referring to the In-
donesian Sustainable Palm Oil (ISPO) certification 
system. This is important to do to ensure that the 
sustainability standards that Switzerland refers to 
in trade will be compatible with the government’s 
efforts to strengthen the ISPO certification system.

In the domestic aspect, the Indonesian Government 
still have an agenda in realizing sustainable palm 
oil governance. This agenda must be carried out 
optimally. Because, this is actually the essence of 
market acceptance for Indonesian palm oil in the 
global market. As for some strengthening in the 
direction of improving sustainable palm oil gover-
nance: First, ensuring that the moratorium policy 
on oil palm plantation licensing is continued by the 
Government of Indonesia. This policy received a 
positive response from Indonesia’s trading partners, 
including Switzerland. Many parties consider this 
policy to be Indonesia’s commitment to improve 
the governance of sustainable oil palm plantations.

Second, strengthen the ISPO certification system as 
an instrument for sustainable palm oil trade in the 
global market. As the largest palm oil producer in 
the world, Indonesia must be able to convince the 
global market with regards to meet the standards 
for sustainable palm oil. The ISPO certification sys-
tem should be the main instrument in the palm oil 
trade. Therefore, strengthening the ISPO certifica-
tion system must be carried out, especially in terms 
of market acceptability.

If the Government of Indonesia is able to conduct 
these , there is a ray of light that the result of the 
Swiss referendum favors the progress of the Indo-
nesian palm oil industry. However, if the opposite 
is true, Indonesian palm oil will continue to come 
under pressure on the global market, especially in 
Switzerland through various obstacles, both tariff 
and non-tariff. Therefore, this referendum should be 
used as a momentum to improve governance of the 
palm oil industry in Indonesia.

 

 


