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Abstract 
The crude palm oil (CPO) industries in Indonesia and Malaysia, two of the 
world’s leading producers, are confronted with persistent legal challenges 
concerning environmental sustainability, land tenure, and labor rights. Even 
though there is more global attention and pressure for sustainable production, 
the laws and regulations in Indonesia and Malaysia are still disorganized and 
often not strong enough to address the negative environmental and social 
effects of the crude palm oil industry. This paper critically examines the 
effectiveness of existing legal instruments and resommends comprehensive, 
enforceable reforms to align national practices with evolving global 
sustainability standards. This paper analyzes the legal challenges within the 
CPO sector and explores potential law reforms to enhance the industry’s 
sustainability and ethical standards. By conducting a comparative analysis of 
Indonesian and Malaysian legal systems, the study identifies gaps in regulatory 
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enforcement, the role of multinational corporations, and the influence of 
international trade agreements. The urgency of this research is underscored by 
escalating environmental degradation, human rights violations, and the 
growing demand for corporate accountability—issues that threaten the long-
term viability of the CPO industry. The global shift towards sustainable 
sourcing has intensified scrutiny of palm oil production, highlighting the need 
for robust legal reforms to balance economic growth with environmental and 
social responsibility. This research not only helps clarify the current legal 
landscape but also provides critical recommendations for reforms that align the 
industry with global sustainability goals. By exploring both countries’ legal 
practices, the study aims to serve as a catalyst for policymakers, legal 
practitioners, and industry stakeholders to rethink and reshape regulatory 
frameworks, ensuring a more sustainable and equitable future for the CPO 
industry. 
 
Keywords 
Crude Palm Oil (CPO), Legal Reform, Environmental Sustainability, 
Land Rights, Labor Practices. 
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Introduction 
The palm oil industry in Southeast Asia, particularly in Indonesia 

and Malaysia, plays a critical role in the global market, driving both 
economic growth and social development.1 As the two largest producers 
of crude palm oil (CPO), these countries have established a dominant 
position in the global supply chain. However, this dominance comes 
with a significant set of challenges, especially regarding environmental 
sustainability, labor practices, and land use.2 The industry’s rapid 
expansion has led to widespread deforestation, biodiversity loss, and 
exploitation of workers, raising questions about the future of palm oil 
production.3 Despite its economic benefits, the industry faces increasing 
scrutiny from environmental organizations, consumers, and 
governments, who are demanding greater accountability and reform. In 
light of these issues, it is imperative to balance the economic interests 
with sustainable development practices through comprehensive legal 
frameworks and stricter enforcement mechanisms to ensure the long-
term viability of both the industry and the ecosystems it depends on. 

While the palm oil industry contributes substantially to the 
economies of Indonesia and Malaysia—creating jobs, generating 
revenue, and stimulating rural development—its environmental and 
social costs have become increasingly apparent.4 In Indonesia, palm oil 

 
1  Helena Ivancic, and Lian Pin Koh. “Evolution of sustainable palm oil policy in 

Southeast Asia.” Cogent Environmental Science 2, no. 1 (2016): 1195032. 
2  Muhammad Arsyad, et al. “Competitiveness of palm oil products in international 

trade: an analysis between Indonesia and Malaysia.” Caraka Tani: Journal of 
Sustainable Agriculture 35, no. 2 (2020): 157-167; Birka Wicke, et al. “Exploring 
land use changes and the role of palm oil production in Indonesia and 
Malaysia.” Land Use Policy 28, no. 1 (2011): 193-206. 

3  Dian Afriyanti, Carolien Kroeze, and Asmadi Saad. “Indonesia palm oil production 
without deforestation and peat conversion by 2050.” Science of the Total 
Environment 557 (2016): 562-570; Ishani Mukherjee, and Benjamin K. Sovacool. 
“Palm oil-based biofuels and sustainability in southeast Asia: A review of Indonesia, 
Malaysia, and Thailand.” Renewable and Sustainable Energy Reviews 37 (2014): 1-
12. 

4  Almasdi Syahza, “The potential of environmental impact as a result of the 
development of palm oil plantation.” Management of Environmental Quality: An 
International Journal 30, no. 5 (2019): 1072-1094; Almasdi Syahza, et al. “The 
Impact of Small-Scale Oil Palm Plantation Development on the Economy 
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production is a primary driver of deforestation in the rainforest regions 
of Borneo and Sumatra.5 In Malaysia, the expansion of oil palm 
plantations has led to concerns over land grabs, indigenous rights, and 
poor working conditions.6 These issues have ignited debates on whether 
the current model of palm oil production is sustainable in the long run. 
Despite efforts to address these challenges, such as certification programs 
and environmental regulations, progress remains slow, with the 
industry’s underlying practices largely unchanged. 

One promising avenue for addressing the industry’s challenges is 
through legal frameworks and judicial action. Legal challenges, whether 
brought by environmental groups, indigenous communities, or 
government actors, have the potential to reshape the palm oil sector by 
holding corporations accountable for their environmental and social 
impacts. Recently, both Indonesia and Malaysia have witnessed a 
growing number of legal battles over issues such as land rights, 
deforestation, and the treatment of workers. These legal challenges not 
only expose the flaws in the current regulatory frameworks but also offer 
a way forward in addressing the industry’s most pressing problems.7 

The role of legal challenges in shaping the palm oil industry is 
becoming increasingly important, as both countries attempt to balance 
economic interests with environmental and social responsibility. For 
example, in Indonesia, the government has introduced stricter 

 
Multiplier Effect and Rural Communities Welfare.” International Journal of 
Sustainable Development & Planning 18, no. 5 (2023). 

5  David LA Gaveau, et al. “Rapid conversions and avoided deforestation: examining 
four decades of industrial plantation expansion in Borneo.” Scientific Reports 6, no. 
1 (2016): 32017; Fatwa Ramdani, and Masateru Hino. “Land use changes and 
GHG emissions from tropical forest conversion by oil palm plantations in Riau 
Province, Indonesia.” PloS one 8, no. 7 (2013): e70323. 

6  Vivien WC Yew, et al. “The sustainability of oil palm industry in Malaysia: A 
comprehensive review.” Journal of Economic & Management Perspectives 10, no. 4 
(2016): 305-310; Abdelnaser Omran, and Odile Schwarz-Herion. “Deforestation in 
Malaysia: the current practice and the way forward.” Sustaining our Environment 
for Better Future: Challenges and Opportunities (2020): 175-193. 

7  See N. Sylvia, et al. “Challenges and possibilities of implementing sustainable palm 
oil industry in Indonesia.” IOP Conference Series: Earth and Environmental Science. 
Vol. 969. No. 1. IOP Publishing, 2022; Josi Khatarina, “Palm oil in Indonesia and 
natural resources management: Why the lack of a legal framework?.” Australian 
Journal of Asian Law 19, no. 1 (2018): 131-147. 
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regulations on deforestation and land use, while NGOs and local 
communities have pursued legal action against companies for violating 
land rights. Similarly, in Malaysia, legal challenges related to the 
exploitation of migrant workers on palm oil plantations have sparked 
debates on labor rights and corporate accountability. These cases provide 
an opportunity for legal reforms to instigate changes within the industry 
by forcing companies to adopt more sustainable and ethical practices. 

Despite these developments, there remains a significant gap in the 
literature regarding the potential for legal challenges to drive meaningful 
transformation in the crude palm oil industry in both Indonesia and 
Malaysia. While much has been written about the environmental impacts 
of palm oil production and the economic significance of the industry, less 
attention has been paid to the role of legal interventions in shaping its 
future. The existing research predominantly focuses on the 
macroeconomic implications of palm oil trade or the ecological 
consequences of deforestation, with limited analysis of the intersection 
between law, policy, and corporate behavior in the palm oil sector.8 Based 
on these gaps, this paper argues for a balanced approach to reform, 
advocating for the development of robust legal structures that can 
address both environmental and social concerns while ensuring the long-
term economic sustainability of the industry. Such an approach would 
require integrating regulatory frameworks with corporate responsibility, 
creating a system that aligns the interests of stakeholders, promotes 
transparency, and fosters meaningful change 

 
8  Erik Meijaard, et al. “The environmental impacts of palm oil in context.” Nature 

Plants 6, no. 12 (2020): 1418-1426; Elías Cisneros, Krisztina Kis-Katos, and 
Nunung Nuryartono. “Palm oil and the politics of deforestation in 
Indonesia.” Journal of Environmental Economics and Management 108 (2021): 
102453; Chelsea Petrenko, Julia Paltseva, and Stephanie Searle. “Ecological impacts 
of palm oil expansion in Indonesia.” Washington (US): International Council on 
Clean Transportation (2016): 1-21; Varsha Vijay, et al. “The impacts of oil palm on 
recent deforestation and biodiversity loss.” PloS one 11, no. 7 (2016): e0159668; 
Farzad Taheripour, Thomas W. Hertel, and Navin Ramankutty. “Market-mediated 
responses confound policies to limit deforestation from oil palm expansion in 
Malaysia and Indonesia.” Proceedings of the National Academy of Sciences 116, no. 
38 (2019): 19193-19199; Shasha Teng, Kok Wei Khong, and Norbani Che Ha. 
“Palm oil and its environmental impacts: A big data analytics study.” Journal of 
Cleaner Production 274 (2020): 122901. 
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This gap in the literature indicates a need to investigate the 
potential role of legal challenges in driving transformation within the 
palm oil industry. Legal changes and court actions could offer another 
way to tackle the deep-rooted problems in the palm oil industry, working 
alongside voluntary sustainability efforts and current regulations.9 
Moreover, legal challenges could establish a framework for enhanced 
corporate responsibility, prioritizing environmental, social, and human 
rights considerations alongside profit motives.10 Understanding the 
dynamics of these legal battles, as well as their potential to create lasting 
change, is critical to addressing the complex problems facing palm oil 
production.11 Furthermore, Indonesia and Malaysia, as neighboring 
countries, hold a competitive advantage in crude palm oil (CPO) 
production. However, the presence of palm oil plantations in these 
nations has significant social and environmental impacts. These 
plantations operate under distinct legal regimes—Malaysia follows 
Malaysian law, and Indonesia adheres to Indonesian law. Harmonizing 
legal standards between the two countries is crucial, particularly in areas 
such as labor, environment, forestry, community relations, and 
corporate responsibility. The challenges faced by palm oil plantations in 
both countries are similar, and aligning legal frameworks is necessary to 

 
9  Piers Gillespie, “The challenges of corporate governance in Indonesian oil palm: 

opportunities to move beyond legalism?.” Asian Studies Review 36, no. 2 (2012): 
247-269. 

10  Adi Wijayanto, Hatta Acarya Wiraraja, and Siti Aminah Idris. “Forest Fire and 
Environmental Damage: The Indonesian Legal Policy and Law 
Enforcement.” Unnes Law Journal 8, no. 1 (2022): 105-132; Widodo Dwi Putro, 
and Adriaan W. Bedner. “Ecological Sustainability from a Legal Philosophy 
Perspective.” Journal of Indonesian Legal Studies 8, no. 2 (2023): 595-632; 
Nugroho Trisnu Brata, Dewi Liesnoor Setyowati, and Khasan Setiaji. “Agrarian 
Conflict Resolution, Forestry Companies Versus Plantation Companies in North 
Kalimantan.” Komunitas Internasional Journal of Indonesian Society and 
Culture 14, no. 1 (2022): 66-76; R. Arifin, R. Rodiyah, and R. Wulansarie. 
“Climate Justice in Indonesian Environmental Protection: Past, Present and Future 
Challenges.” IOP Conference Series: Earth and Environmental Science. Vol. 1248. 
No. 1. IOP Publishing, 2023. 

11  Denis J. Murphy, “Future prospects for oil palm in the 21st century: Biological and 
related challenges.” European Journal of Lipid Science and Technology 109, no. 4 
(2007): 296-306. See also Alain Rival, and Patrice Levang. Palms of controversies: Oil 
palm and development challenges. CIFOR, 2014. 
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improve the global image of CPO. Palm oil in both countries has been 
criticized for environmental damage, leading to declining prices on the 
global market, despite European countries being the largest consumers. 
As a result of these negative perceptions, both countries often sell CPO 
through third parties, such as the Netherlands, which markets the 
product as meeting international standards. Law and business are 
intricately connected, with legal reforms playing a pivotal role in 
enhancing the quality standards of CPO production in Indonesia. The 
urgency of this research stems from the critical juncture the palm oil 
industry finds itself in. As global demand for palm oil continues to rise, 
so too does the pressure on Indonesia and Malaysia to demonstrate 
greater sustainability and ethical practices. At the same time, the industry 
faces mounting international pressure to comply with environmental 
and human rights standards.12 Legal challenges present an opportunity to 
accelerate these reforms, forcing the industry to evolve in response to 
public and governmental demands. Without such interventions, the risks 
associated with palm oil production, including environmental 
degradation, social unrest, and market instability, will only intensify. 

This paper aims to explore the role of legal challenges in 
transforming the crude palm oil industry in Indonesia and Malaysia, 
focusing on their potential to address the environmental, social, and 
economic dynamics that shape the sector. The central research 
question—whether legal challenges can drive transformation in the 
industry—will be examined through a detailed analysis of recent legal 
cases and their implications for corporate practices and public policy. By 
investigating the ways in which legal action can influence industry 
behavior, this study seeks to offer previously unknown perspectives on 
the potential for law to be an agent of change in one of the most 
economically significant and controversial industries in the world. 

In doing so, this paper will contribute to the growing body of 
literature on the intersection of law, sustainability, and corporate 
governance in the palm oil industry. By focusing specifically on 

 
12  Eko Yuliyanto, Maftukhatul Muna Alatiqoh, and Ahmad Husain Alfaruq. “Inter-

correlation between Human Rights and Environmental Justice: A Discourse of 
Right to a Good and Healthy Environment in Indonesia.” Indonesian Journal of 
Environmental Law and Sustainable Development 1, no. 2 (2022): 213-236. 
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Indonesia and Malaysia, the two largest producers of crude palm oil, the 
study will provide a comparative analysis of legal challenges in both 
countries, identifying key trends, challenges, and opportunities for 
reform. Ultimately, this research will argue that legal challenges, while 
not a panacea, have the potential to drive meaningful change in the palm 
oil industry, promoting more sustainable, ethical, and responsible 
practices that can benefit both the environment and the people who 
depend on this vital industry. 

Previous research on the palm oil industry highlights several critical 
issues related to sustainability, legal frameworks, and socio-
environmental impacts. The study by Ahmad Dermawan, Otto Hospes, 
and C.J.A.M. Termeer, published in Forest Policy and Economics, titled 
“Between Zero-Deforestation and Zero-Tolerance from the State: 
Navigating Strategies of Palm Companies in Indonesia,” focuses on the 
government’s zero-deforestation policy and its implications for palm oil 
companies in Indonesia. The research emphasizes how adherence to this 
policy can enhance corporate credibility and align businesses with 
environmental regulations. This investigation illuminates the challenges 
companies face in balancing regulatory compliance with sustainable 
practices, offering insight into the role of state policies in shaping 
corporate behavior within the palm oil sector.13 

The research by Petir Papilo et al., published in Heliyon as “Palm 
Oil-Based Bioenergy Sustainability and Policy in Indonesia and Malaysia: 
A Systematic Review and Future Agendas,” looks at the environmental 
effects of palm oil production, especially problems like deforestation, 
CO₂ emissions, and the decline of air and water quality. The study 
addresses both the environmental and social impacts of palm oil 
expansion in Indonesia and Malaysia, emphasizing the need to institute 
sustainable practices in the sector. This work contributes to the discourse 
by linking environmental sustainability with policy frameworks and 

 
13  Ahmad Dermawan, Otto Hospes, and C. J.A.M. Termeer, “Between Zero-

Deforestation and Zero-Tolerance from the State: Navigating Strategies of Palm Oil 
Companies of Indonesia,” Forest Policy and Economics 136 (March 1, 2022), 
https://doi.org/10.1016/j.forpol.2022.102690. 
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offering recommendations for future governance of the palm oil 
industry.14 

Afrizal, Eka Vidya Putra, and Linda Elida’s study, published in 
Land Use Policy, titled “Palm Oil Expansion, Insecure Land Rights, and 
Land-Use Conflict: A Case of Palm Oil Centers in Riau, Indonesia,” 
explores the social and legal conflicts arising from palm oil expansion in 
Indonesia. The study reveals the illegal and exploitative practices by 
companies, such as coercion and manipulation of local landowners, as 
well as the complicity of local government officials in facilitating land 
dispossession. This research points out the value of secure land rights and 
the need for stronger regulatory frameworks to prevent such conflicts 
and ensure fair land use practices in the palm oil industry.15 

In a similar vein, Rini Astuti et al.’s study, published in Land Use 
Policy and titled “Making Illegality Visible: The Governance Dilemmas 
Created by Visualising Illegal Palm Oil Plantations in Central 
Kalimantan, Indonesia,” investigates the widespread issue of illegal land 
clearing for palm oil plantations. The research emphasizes the long-term 
socio-ecological and legal consequences of illegal plantations, as well as 
the environmental degradation caused by unsanctioned activities. The 
study also touches on the government’s response to such issues, including 
the potential for land amnesty programs to convert illegal plantations 
into legal ones. This research helps explain the governance challenges 
associated with palm oil production in regions with weak regulatory 
enforcement.16 

Lastly, the study by Zainan Haryati et al., published in Sustainable 
Production and Consumption under the title “Social Life Cycle 

 
14  Petir Papilo et al., “Palm Oil-Based Bioenergy Sustainability and Policy in Indonesia 

and Malaysia: A Systematic Review and Future Agendas,” Heliyon 8, no. 10 
(October 1, 2022), https://doi.org/10.1016/j.heliyon.2022.e10919. 

15  Eka Vidya Putra Afrizal, and Linda Elida, “Palm Oil Expansion, Insecure Land 
Rights, and Land-Use Conflict: A Case of Palm Oil Centre of Riau, Indonesia,” 
Land Use Policy 146 (November 1, 2024), 
https://doi.org/10.1016/j.landusepol.2024.107325. 

16  Rini Astuti et al., “Making Illegality Visible: The Governance Dilemmas Created by 
Visualising Illegal Palm Oil Plantations in Central Kalimantan, Indonesia,” Land 
Use Policy 114 (March 1, 2022), 
https://doi.org/10.1016/j.landusepol.2021.105942. 
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Assessment of Crude Palm Oil Production in Malaysia,” focuses on the 
social sustainability aspects of palm oil production. It looks at how palm 
oil plantations affect human rights, child labor, health, and safety 
standards in Malaysia. The study emphasizes the necessity of stronger 
policies to protect workers and communities involved in palm oil 
production, advocating for a more comprehensive approach to ensuring 
the sustainability of the industry from a social perspective.17 

Building on the findings of these studies, this research introduces a 
novel perspective by proposing the need for cross-sectoral regulatory 
frameworks that address the ongoing challenges in the palm oil industry. 
The current literature primarily focuses on discrete issues, including 
labor practices, environmental impact, and land use conflicts; however, 
there is a deficiency in the integration of these concerns into a unified 
regulatory framework. This study argues for the development of a 
unified set of regulations that encompasses worker protection, safety, 
health, taxation, and intersectoral governance. By consolidating these 
areas under one comprehensive legal framework, the implementation of 
regulations can be optimized, leading to more effective enforcement and 
better outcomes for both the industry and the surrounding 
communities. 

The contribution of this research lies in its novel exploration of 
legal interventions in the palm oil sector. By focusing on Indonesia and 
Malaysia, this study will provide new insights into the ways legal 
challenges can reshape the industry, offering practical recommendations 
for policy makers, industry stakeholders, and civil society actors. This 
research will not only fill the gap in existing literature regarding the 
impact of legal challenges on the palm oil industry, but it will also 
enhance our understanding of the role of law in promoting corporate 
accountability and sustainability in a globally significant industry. 

 
 
 

 
17  Zainal Haryati et al., “Social Life Cycle Assessment of Crude Palm Oil Production 

in Malaysia,” Sustainable Production and Consumption 29 (January 1, 2022): 90–
99, https://doi.org/10.1016/j.spc.2021.10.002. 
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A. The Crude Palm Oil Industry: Background 
and Current Landscape 

The palm oil industry in Indonesia and Malaysia is one of the most 
economically significant sectors in Southeast Asia. As the world’s largest 
producers of crude palm oil (CPO), these two countries have entrenched 
their dominance in the global supply chain. In 2022, Indonesia and 
Malaysia together accounted for approximately 85% of the world’s palm 
oil production, highlighting the strategic importance of the sector.18 The 
industry contributes significantly to both nations’ GDP, providing 
employment to millions of workers and generating substantial export 
revenues. In Malaysia, for example, palm oil exports contributed nearly 
USD 10 billion to the national economy in 2022, while in Indonesia, the 
palm oil industry is responsible for about 3% of the country’s GDP.19 

The global demand for palm oil continues to rise, driven by its 
widespread use in food products, cosmetics, biofuels, and household 
goods. This demand has led to a rapid expansion of oil palm plantations 
across Southeast Asia. Indonesia is the world’s largest exporter of palm 
oil, with Malaysia trailing closely behind. The European Union and India 
remain key export markets, with significant volumes also shipped to 
China, the Middle East, and Africa. According to data from the 
Indonesian Palm Oil Association (GAPKI), Indonesia’s palm oil export 
value reached USD 24.5 billion in 2021, underscoring the scale of the 
industry’s international reach. The steady demand for palm oil has 
resulted in a high degree of economic dependency on the sector in both 

 
18  Zahratul Widad, “Analysis determinants of Indonesian palm oil export volume to 

ten major destination countries.” JIDE: Journal Of International Development 
Economics 1, no. 2 (2022): 94-110. 

19  See Muhammad Iqbal Firdaus, “Palm Oil Industry.” The Palm Oil Export Market: 
Trends, Challenges, and Future Strategies for Sustainability (2025): 32; Xiu Wei 
Yeap, Sook Rei Tan, and Hooi Hooi Lean. “Uncovering Interdependencies 
Between Crude Palm Oil Commodity and ASEAN-5 Equity Markets: A Time–
Frequency Connectedness Analysis.” Economic Growth and Development in the 
Tropics. (London: Routledge, 2024), pp. 223-249. 
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countries, reinforcing the political and economic importance of palm oil 
production.20 

The key players in the palm oil industry in Indonesia and Malaysia 
include both large multinational corporations and smallholder farmers. 
Prominent companies such as Wilmar International, Sime Darby, and 
IOI Corporation dominate the industry, controlling large-scale 
plantations and processing facilities.21 These corporations not only play 
a crucial role in production but also have significant influence over 
market prices, labor practices, and environmental standards. On the 
other hand, smallholder farmers—particularly in Indonesia—account 
for a substantial portion of palm oil production, yet they often face 
challenges in terms of access to markets, resources, and technological 
support. While large corporations benefit from economies of scale and 
access to international markets, smallholders struggle with lower 
productivity and vulnerability to market fluctuations, further 
exacerbating the inequality within the industry. 

The palm oil sector in both Indonesia and Malaysia face a number 
of significant challenges that threaten its sustainability and growth. One 
of the most pressing issues is the environmental impact of oil palm 
plantations. Deforestation is a key concern, particularly in Indonesia, 
where vast tracts of tropical rainforests have been cleared to make way for 
oil palm plantations. According to a 2020 report from the World Wildlife 
Fund (WWF), Indonesia lost 3.3 million hectares of forest cover between 
2000 and 2018, much of which was converted into palm oil plantations. 
This deforestation has led to the destruction of critical habitats for 
endangered species such as orangutans, tigers, and elephants, and has 
significantly contributed to the loss of biodiversity.22 

 
20  Ramadani Mustafa, “Pengaruh Harga CPO (Crude Palm Oil) Di Global Market 

Terhadap Harga Minyak Goreng di Pasar Domestik.” Sibatik Journal: Jurnal 
Ilmiah Bidang Sosial, Ekonomi, Budaya, Teknologi, Dan Pendidikan 1, no. 8 
(2022): 1565-1574. 

21  Vivek Voora, et al. Global market report: Palm oil. (Manitoba, Canada: 
International Institute for Sustainable Development, 2019). 

22  Joss Lyons-White, and Andrew T. Knight. “Palm oil supply chain complexity 
impedes implementation of corporate no-deforestation commitments.” Global 
Environmental Change 50 (2018): 303-313; Joshua M. Linder, and Rachel E. 
Palkovitz. “The threat of industrial oil palm expansion to primates and their 
habitats.” Ethnoprimatology: Primate conservation in the 21st century (2016): 21-45; 
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Beyond deforestation, palm oil production is a major contributor 
to greenhouse gas emissions. The clearing of forests for plantations often 
involves the burning of large areas of land, a practice that not only releases 
carbon dioxide into the atmosphere but also leads to severe air 
pollution.23 In 2019, the Indonesian government reported that forest 
fires linked to palm oil production were responsible for nearly 30% of the 
country’s total carbon emissions, exacerbating the global climate crisis. 
Environmental experts have warned that unless the industry adopts more 
sustainable practices, its contribution to climate change will continue to 
rise, undermining global efforts to mitigate warming.24 

In addition to environmental concerns, the palm oil industry is 
grappling with significant social issues, particularly relating to land rights 
and labor conditions.25 The expansion of palm oil plantations has often 
been accompanied by land grabs, where local communities and 
indigenous peoples lose access to their ancestral lands. A landmark case 
in 2018 saw the indigenous Dayak communities in Borneo successfully 
challenge the palm oil company PT Aditya Agroindo in the Indonesian 
courts for violating their land rights. Despite such victories, land disputes 
remain widespread, and many smallholders continue to struggle with 

 
Cheng Hai Teoh, “Key sustainability issues in the palm oil sector.” International 
Finance Corporation, World Bank Group (2010): 1-44. 

23  Lucas Reijnders, and Mark AJ Huijbregts. “Palm oil and the emission of carbon-
based greenhouse gases.” Journal of Cleaner Production 16, no. 4 (2008): 477-482. 

24  Jasmeet Lamba, Bhumika Gupta, and Sam Dzever. “Industrialization and global 
warming (a brief case analysis of palm oil production: Indonesia).” 24th 
International Euro-Asia Research Conference.” Sustainable Development and 
Energy Transition: Asian and European Corporate Strategies in the wake of the 2008 
Financial Crisis”. 2019; Ute Skiba, et al. “Oil palm plantations are large sources of 
nitrous oxide, but where are the data to quantify the impact on global 
warming?.” Current Opinion in Environmental Sustainability 47 (2020): 81-88; 
Md Sujahangir Kabir Sarkar, Rawshan Ara Begum, and Joy Jacqueline Pereira. 
“Impacts of climate change on oil palm production in Malaysia.” Environmental 
Science and Pollution Research 27 (2020): 9760-9770. 

25  Bondi Arifin, and Dhani Setyawan. “How palm oil industry is having a devastating 
impact on Indonesia’s health, rainforests, and labor market.” International Journal 
of Environmental Science and Technology 19, no. 12 (2022): 11775-11788; Norman 
Jiwan, “The political ecology of the Indonesian palm oil industry: A critical 
analysis.” The palm oil controversy in Southeast Asia: A transnational 
perspective (2013): 48-75. 



126           JOURNAL OF LAW & LEGAL REFORM VOLUME 7(1) 2026 

 

 

 

unclear or insecure land tenure, which hampers their ability to invest in 
and improve their plantations. 

Labor conditions in the palm oil industry are also a critical 
concern, especially in Malaysia, where reports of exploitation of migrant 
workers have garnered international attention. In 2020, the United States 
banned palm oil imports from Malaysia’s FGV Holdings, one of the 
country’s largest producers, due to allegations of forced labor and human 
trafficking. According to Human Rights Watch, workers in palm oil 
plantations in both Malaysia and Indonesia face harsh conditions, 
including long working hours, low wages, and inadequate living 
conditions. The reliance on migrant labor, often from countries such as 
Bangladesh and Indonesia, exacerbates these issues, as many workers are 
subject to exploitative practices and lack the legal protections afforded to 
local laborers.26 

The economic dependency on palm oil has led to significant 
disparities within the industry, particularly between smallholders and 
large corporations. Smallholder farmers, who are essential to palm oil 
production in both Indonesia and Malaysia, often face challenges in 
improving their productivity due to a lack of access to financing, 
technology, and market information. According to a 2021 report from 
the International Finance Corporation (IFC), smallholders in Indonesia 
and Malaysia often earn below the poverty line, despite being crucial to 
the palm oil supply chain. Large corporations, by contrast, benefit from 
state support, subsidies, and preferential access to markets. This 
economic inequality has led to calls for greater support for smallholders, 
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including access to fair trade initiatives, capacity-building programs, and 
certification schemes that promote sustainability.27 

Despite these significant challenges, there have been efforts to 
address some of the industry’s negative impacts through both legal and 
voluntary initiatives. In Indonesia, the government’s Indonesian Palm 
Oil Pledge (IPOP) was established in 2014 to commit to zero 
deforestation and the protection of peatlands in the palm oil supply 
chain.28 Similarly, the Roundtable on Sustainable Palm Oil (RSPO), an 
international certification body, has made strides in promoting 
sustainable practices among palm oil producers.29 However, the 
effectiveness of these initiatives has been called into question. Critics 
argue that voluntary sustainability standards such as the RSPO often lack 
enforceability, and the pace of change remains slow. Dr. Chris Barr of the 
Rainforest Action Network has argued that a more robust regulatory 
framework, backed by legal accountability, is necessary to ensure that 
these commitments are upheld across the industry. 

The palm oil industry is also under growing pressure from global 
consumers and governments to adopt more transparent and sustainable 
practices. The European Union, which is one of the largest importers of 
palm oil, has introduced regulations aimed at reducing the 
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environmental impact of palm oil imports, including a proposed ban on 
palm oil-based biofuels by 2030.30 These developments have prompted 
calls for the industry to accelerate its adoption of more sustainable 
production methods. In response, some companies have pledged to 
implement traceability systems and reduce their carbon footprint, while 
others are investing in alternative technologies to mitigate the 
environmental impact of palm oil cultivation. 

In addition, the crude palm oil industry in Indonesia and Malaysia 
remains a critical sector for both countries’ economies but is increasingly 
confronting complex challenges. These challenges are multifaceted, 
involving environmental, social, and economic issues that have 
significant implications for both the industry and the global 
community.31 While efforts to address these issues through legal reforms 
and voluntary sustainability initiatives have been made, the road to a 
truly sustainable and equitable palm oil industry remains long. As the 
global demand for palm oil continues to grow, it is essential for 
stakeholders—governments, corporations, and civil society—to work 
together to create a framework that balances economic development 
with environmental and social responsibility. 

 

B. Legal Challenges in the Palm Oil Industry 

The legal landscape surrounding the palm oil industry in Indonesia 
and Malaysia is shaped by an intricate web of national regulations and 
international pressures that aim to address the environmental, social, and 
economic challenges inherent to palm oil production. As the industry 
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remains a key economic driver for both nations, the legal frameworks that 
govern palm oil production have become increasingly important in 
mitigating its detrimental impacts. One of the central legal interventions 
in Indonesia has been the moratorium on new palm oil plantations, 
which was introduced to curb deforestation and protect peatlands. This 
moratorium, which came into effect in 2018, restricts the expansion of 
oil palm plantations into primary forests and peatlands.32 While the 
initiative has been lauded as a positive step toward sustainable 
development, the implementation of the moratorium has been fraught 
with challenges. Reports indicate that enforcement remains inconsistent 
across different regions, with significant loopholes that allow companies 
to clear degraded lands for plantation expansion. Additionally, the 
requirement for environmental impact assessments (EIAs) under the 
Ministry of Environment and Forestry’s regulations is often bypassed, 
leading to continued environmental degradation.33 

In Malaysia, environmental regulations governing deforestation 
and land-use change are similarly structured to ensure sustainable palm 
oil production. The Forest Conservation Act of 1984 and the 
Environmental Quality Act 1974 provide the legal basis for regulating 
land conversion and mitigating the environmental impact of palm oil 
plantations. However, the decentralization of forest management powers 
to state governments has resulted in inconsistent enforcement of these 
laws. States such as Sarawak and Sabah, which hold vast forested areas, 
have been accused of granting concessions to palm oil producers with 
insufficient regard for environmental safeguards. The establishment of 
the Malaysian Sustainable Palm Oil (MSPO) certification standard 
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represents an effort to impose sustainability criteria on palm oil 
production. Despite this, the MSPO’s voluntary nature and limited 
enforcement capacity have raised concerns about its effectiveness in 
halting environmental destruction at scale.34 Environmental NGOs such 
as Greenpeace and the Rainforest Action Network have criticized both 
Indonesia and Malaysia for failing to fully enforce their environmental 
regulations, and have called for more stringent, legally binding 
frameworks to ensure real change. 

Land rights disputes have also been a significant area of legal 
challenge within the palm oil industry. Both in Indonesia and Malaysia, 
indigenous communities have been disproportionately affected by the 
expansion of palm oil plantations, with large swaths of ancestral land 
being appropriated without proper consultation or compensation. In 
Indonesia, the issue of land rights has been addressed through legal 
battles, such as the landmark Constitutional Court ruling, which 
recognized the rights of indigenous communities to customary land. This 
decision has paved the way for further legal actions by indigenous groups 
seeking to reclaim their land from palm oil companies.35 However, the 
effectiveness of this ruling has been limited by weak enforcement 
mechanisms and the slow pace of legal reforms. In practice, many 
indigenous groups continue to face significant challenges in proving their 
land rights due to a lack of proper documentation and the dominance of 
state-owned enterprises in land allocation. 

In Malaysia, land rights disputes have led to numerous legal cases 
involving indigenous groups, particularly in the states of Sarawak and 
Sabah. A well-known example is the case of the Penan community, who 
have fought legal battles against the state government and palm oil 
companies over the unlawful clearing of their ancestral lands. The 
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Malaysian legal system, while offering avenues for land rights claims, has 
often been criticized for being slow and ineffective in protecting 
indigenous land.36 The 1993 Land Acquisition Act and other land-use 
laws have been perceived as tools for facilitating the appropriation of land 
for plantation development, often at the expense of local communities. 
The role of legal action in securing land rights has been pivotal in 
highlighting these injustices, although these cases frequently drag on for 
years, and many indigenous groups remain vulnerable to land grabs.37 

Labor rights within the palm oils sector have become another 
critical area of legal scrutiny. In both Indonesia and Malaysia, labor laws 
exist to protect workers in the palm oil industry, but enforcement of 
these laws remains weak. The Indonesian Manpower Act and the 2011 
Labor Law set out conditions for employment in plantation sectors, 
including minimum wages and working hours. However, reports 
continue to surface of poor working conditions, including low wages, 
long hours, child labor, and the lack of adequate health and safety 
protections. In Malaysia, the Employment Act of 1955 regulates labor 
standards, but many palm oil workers, particularly migrant labors, 
remain highly vulnerable to exploitation. Legal actions against 
companies like FGV Holdings, which was implicated in forced labor 
practices, demonstrate the growing international scrutiny on labor 
practices in the palm oil industry. Despite these legal protections, workers 
are often subject to exploitative practices, exacerbated by the reliance on 
migrant labor from countries such as Indonesia, Bangladesh, and Nepal, 
who face legal and social vulnerabilities. 
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Legal actions taken by workers and NGOs to address labor 
exploitation have gained increasing prominence in recent years. Human 
Rights Watch and other NGOs have documented widespread labor 
violations within the palm oil sector, including forced labor, debt 
bondage, and human trafficking. A notable example is the 2020 U.S. 
Customs and Border Protection (CBP) ban on palm oil imports from 
Malaysia’s FGV Holdings, citing evidence of forced labor.38 This legal 
action marked a significant step in holding palm oil producers 
accountable for their labor practices and has catalyzed discussions on 
how companies in the industry can improve workers’ conditions. 
However, experts argue that while individual legal cases provide some 
relief, systemic reform is required to address the root causes of labor 
exploitation within the palm oil supply chain. 

International actors and environmental organizations have 
increasingly leveraged legal avenues to pressure the palm oil industry 
toward greater sustainability. The European Union, for example, has 
introduced regulations that aim to curb the environmental and social 
impact of palm oil imports, including a proposed ban on the use of palm 
oil-based biofuels. These regulations represent a growing recognition of 
the need for legal frameworks to govern the palm oil trade in a way that 
prioritizes environmental protection and human rights. NGOs such as 
Greenpeace and the Rainforest Action Network have been instrumental 
in bringing legal cases against palm oil producers and traders for 
violations of environmental and labor standards, often through national 
courts or international trade disputes.39 These actions, while impactful, 
highlight the need for stronger international regulatory frameworks to 
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ensure palm oil production meets sustainability criteria and human rights 
standards. 

The role of legal challenges from international actors has also been 
significant in driving industry-wide change. Boycotts and trade 
restrictions, including the European Union’s regulatory actions and 
consumer-driven demands for sustainably sourced palm oil, have 
pressured companies to adopt more transparent and responsible 
practices. Legal action against major companies has highlighted the 
significant environmental and social costs of palm oil production and has 
spurred greater accountability within the sector. However, some experts 
contend that while these legal challenges are important, they are not 
sufficient on their own to drive systemic change. A more comprehensive 
approach involving binding international agreements, stronger domestic 
regulations, and greater corporate accountability is needed to address the 
complex challenges of the palm oil industry.40 

The interplay between national legal frameworks, international 
regulations, and legal actions by NGOs and labor groups reveals the 
multifaceted nature of legal challenges in the palm oil sector. While 
progress has been made in raising awareness and enforcing existing 
regulations, significant gaps remain in terms of enforcement and 
accountability. The palm oil industry’s environmental, social, and labor 
issues will require coordinated legal and regulatory efforts across multiple 
jurisdictions to achieve lasting, meaningful reform.41 As both Indonesia 
and Malaysia continue to navigate these complex legal issues, the growing 
role of legal challenges will likely be a key factor in shaping the future of 
the palm oil industry, promoting a more sustainable and ethical approach 
to production. 

From a juridical perspective, the existing regulatory framework is 
fragmented, with insufficient legal enforcement to address the broader 
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environmental and social concerns within the palm oil sector42. This 
highlights the need for comprehensive legal reform that not only 
strengthens enforceability but also aligns the palm oil industry’s 
operations with international environmental and human rights 
standards. While Indonesia and Malaysia have introduced regulations 
like the IPOP and RSPO certification, these legal structures still lack the 
capacity to ensure full compliance and accountability across the entire 
supply chain, particularly with regard to labor rights, land tenure, and 
environmental protection. Without a more cohesive and enforceable 
legal framework, these voluntary commitments risk remaining symbolic 
rather than effective. 

In addition, philosophically, these reforms and initiatives raise 
critical questions about the balance between economic development and 
sustainability. The palm oil industry remains a cornerstone of the 
economies of Indonesia and Malaysia, providing livelihoods for millions 
of people and driving economic growth. However, the philosophical 
dilemma arises in reconciling the industry’s economic benefits with its 
environmental degradation and human rights violations. The question 
then becomes how to achieve a model of sustainable development that 
integrates economic progress with ethical considerations such as 
environmental preservation, social equity, and respect for human 
dignity. Addressing this dilemma requires a philosophical commitment 
to sustainability that transcends short-term profit motives and embraces 
long-term ecological and social well-being. 

From a sociological standpoint, the palm oil industry has 
significant social implications, particularly for local communities and 
workers. The expansion of palm oil plantations has often resulted in land 
conflicts, displacement, and exploitation of workers, particularly in rural 
areas. These social challenges are further exacerbated by weak legal 
protections and the increasing complexity of global supply chains. As the 
global demand for palm oil continues to rise, it is essential to consider the 
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social justice dimensions of the industry, ensuring that the benefits of 
palm oil production are equitably distributed and that local communities 
are empowered rather than exploited. This requires a more inclusive 
approach to policy-making, where the voices of affected communities are 
heard and their rights are adequately protected. 

The palm oil industry is also under growing pressure from global 
consumers and governments to adopt more transparent and sustainable 
practices. The European Union, one of the largest importers of palm oil, 
has introduced regulations aimed at reducing the environmental impact 
of palm oil imports, including a proposed ban on palm oil-based biofuels 
by 2030. These developments have prompted calls for the industry to 
accelerate the adoption of more sustainable production methods. In 
response, some companies have pledged to implement traceability 
systems and reduce their carbon footprint, while others are investing in 
alternative technologies to mitigate the environmental impact of palm oil 
cultivation. 

C. The Potential for Legal Challenges to Drive 
Transformation 

Legal challenges in the palm oil industry, particularly those aimed 
at enhancing environmental and social standards, have the potential to 
act as powerful catalysts for transformation.43 In Indonesia and Malaysia, 
as well as in global markets, the increasing role of legal constraints on 
palm oil production is prompting companies to reconsider their 
environmental and labor practices. These legal pressures have the 
capacity to reshape the industry in significant ways, driving greater 
sustainability and accountability throughout the palm oil supply chain. 

Stricter regulations have emerged as a key force in incentivizing 
more sustainable practices within the palm oil industry. The 
introduction of moratoriums on new plantations, mandatory 
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environmental impact assessments, and tighter land use laws in both 
Indonesia and Malaysia have created an environment where palm oil 
companies must adapt or face potential legal consequences.44 These legal 
constraints often push companies to adopt more sustainable practices, 
such as reducing deforestation, limiting the use of harmful pesticides, and 
implementing better waste management systems. For instance, 
Indonesia’s moratorium on new palm oil plantations, which was 
implemented in 2018, directly impacted the expansion of the palm oil 
industry, forcing many companies to revisit their operations and adopt 
more sustainable land management practices. Similarly, stricter 
environmental regulations in Malaysia have led some plantation 
operators to improve their environmental management systems in 
response to increasing scrutiny from both domestic and international 
stakeholders. 

The rise of certification programs, such as the Roundtable on 
Sustainable Palm Oil (RSPO), is another significant development driven 
by legal challenges. The RSPO has become a globally recognized 
certification standard for sustainable palm oil production, offering a way 
for producers to prove their commitment to environmental and social 
responsibility. While participation in the RSPO is voluntary, it has 
become increasingly important for companies seeking access to 
international markets, particularly in regions with strong environmental 
regulations, such as the European Union.45 Certification programs like 
RSPO incentivize companies to adopt sustainable practices by linking 
their compliance with legal and market access requirements. These 
certifications also provide consumers with transparency, allowing them 
to make informed decisions and further driving demand for sustainable 
palm oil. However, critics argue that the RSPO, while a positive step, 
does not always go far enough in addressing the deeper environmental 
and social issues within the industry, particularly in cases where weak 
enforcement undermines the efficacy of the standards. 
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Legal challenges are also playing a central role in driving corporate 
responsibility, particularly in the face of growing consumer awareness 
and legal pressures from international and domestic actors. Corporate 
social responsibility (CSR) has become a central tenet for large palm oil 
companies, as they are increasingly held accountable not only by 
governments but also by non-governmental organizations (NGOs), 
consumers, and international markets. The threat of legal action, 
particularly in regions with stringent environmental and labor 
regulations, has forced companies to reassess their business practices to 
mitigate legal risks. This dynamic is evident in the case of major palm oil 
producers such as Wilmar International, which has been under 
increasing pressure from environmental and human rights groups to 
improve its operations. Wilmar, in response to legal challenges and 
reputational risks, introduced a policy committing to traceable and 
sustainable palm oil sourcing, implementing measures to eliminate 
deforestation and human rights abuses from its supply chain. This 
corporate adaptation reflects the growing recognition that sustainable 
practices are not just ethical imperatives but business necessities driven 
by legal and market pressures. 

Similarly, legal challenges have pushed other large palm oil 
companies to make significant changes to their practices. For example, 
companies like Golden Agri-Resources and Sime Darby Plantation have 
faced legal action from NGOs and environmental groups for their role in 
deforestation and labor exploitation. In response, these companies have 
implemented new sustainability policies, including commitments to zero 
deforestation and improved labor conditions on their plantations. Legal 
pressures from both domestic and international actors have made it clear 
that companies must align their practices with global standards to remain 
competitive and avoid legal liabilities. However, the impact of these legal 
challenges remains mixed, with critics arguing that corporate 
commitments to sustainability are often more focused on brand 
management and less on substantive, industry-wide change. 

Legal reforms are an essential tool for promoting broader, systemic 
change across the palm oil industry. While individual legal challenges 
have been effective in holding companies accountable, the potential for 
comprehensive legal reforms to transform the industry lies in the 
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development of cohesive national and international legal frameworks. 
For example, the implementation of stronger environmental regulations 
and the standardization of land tenure laws across Indonesia and 
Malaysia could significantly reduce deforestation rates and empower 
indigenous communities to protect their land rights. Additionally, 
reforms aimed at ensuring fair wages, improving working conditions, and 
prohibiting the use of child labor would address widespread social issues 
within the industry. Comprehensive legal reforms could create a more 
level playing field for all players within the palm oil supply chain, 
particularly for smallholders who are often at a disadvantage in terms of 
resources and bargaining power. By introducing clear, enforceable legal 
standards that are uniformly applied, governments can provide greater 
incentives for both large corporations and smallholders to adopt 
sustainable practices.46 

One area where legal reforms can drive industry-wide change is in 
the alignment of palm oil regulations with international sustainability 
goals. The adoption of international trade agreements and sustainable 
supply chain standards, such as the European Union’s regulation on 
deforestation-free products, could further reinforce the need for legal 
reforms in both Indonesia and Malaysia. These international frameworks 
exert external pressure on local governments to align their legal systems 
with global expectations, driving improvements in both environmental 
protection and social accountability. Similarly, trade agreements that 
include clauses related to sustainability standards for palm oil imports 
could create a more robust legal framework that encourages producers to 
adhere to best practices. Legal experts have argued that this kind of cross-
border legal collaboration can help foster a more sustainable global palm 
oil market and ensure that both large corporations and smallholders are 
incentivized to adopt more responsible production methods. 

As legal challenges continue to shape the palm oil industry, the 
intersection of domestic legal reforms and international pressure will 
likely determine the future trajectory of the sector. While both Indonesia 
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and Development Review 18, no. 1 (2025): 1-31; Prischa Listiningrum, et al. 
“Juridical analysis of policy concerning oil palm estate management in Indonesia.” 
Legality: Jurnal Ilmiah Hukum 29, no. 1 (2021): 16-26. 
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and Malaysia have made strides in addressing some of the industry’s most 
pressing issues, the continued integration of legal reforms, both at the 
national and international levels, will be necessary to foster a more 
sustainable, equitable, and transparent palm oil industry. Collaboration 
between governments, corporations, and civil society will be crucial in 
ensuring that these legal reforms are effectively implemented and that the 
palm oil industry can meet the growing demand for ethically produced 
and environmentally sustainable products. 

D. Challenges and Obstacles to Legal 
Transformation 

The potential for legal challenges to drive meaningful 
transformation in the palm oil industry is undeniably significant, but it 
is not without considerable obstacles. While legal frameworks are in place 
to regulate the palm oil sector, various challenges hinder their effective 
implementation and enforcement. These challenges stem from both 
domestic factors—such as weak enforcement mechanisms and political 
resistance—and from global pressures that complicate the enforcement 
of legal reforms. Understanding these barriers is crucial in assessing how 
legal transformations can be achieved and sustained. 

One of the most critical challenges to legal transformation in the 
palm oil industry is the weak enforcement of environmental and labor 
laws.47 Both Indonesia and Malaysia have established regulatory 

 
47  See Johan Manullang, Christopher Adiguna Bhakti, Cut Mutia Sari, Muhammad 

Firmansyah, “From Palm Oil to Green Energy: Human Rights and Ecological 
Dilemmas in Energy Transitions”. Indonesian Climate Justice Review 1, no. 3 
(2024); Zulfikar Zulfikar, Harrison Wood, “Climate Change and Environmental 
Law: The Indonesian Court’s Role in Enforcing Sustainable Development.” 
Indonesian Court and Justice Review 2, no. 2 (2025); Rosyidi Hamzah, Fadhel 
Arjuna Adinda, “Indigenous Rights and Economic Justice in the Palm Oil Industry: 
Legal and Ethical Considerations in Indonesia”. Indonesian Economic Justice Review 
2, no. 4 (2025); Aqriel Thane Zafiroth, Nyssa Aurelith, “Environmental Health 
Justice and Extractive Industries: Legal Protection of Indigenous Communities in 
Indonesia’s Mining Regions.” Indonesian Health Justice Review 2, no. 4 (2025); 
Ahmad Subkhi, Agus Christmasco, “Human Rights and Climate Change in 
Indonesia: Legal Gaps in Protecting Climate-Vulnerable Communities”. 
Contemporary Issues on Indonesian Human Rights Law and Policy 2, no. 1 (2025). 
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frameworks intended to mitigate environmental damage, protect labor 
rights, and regulate the expansion of palm oil plantations.  

In Indonesia, the Environmental Protection and Management 
Law (Law No. 32/2009) mandates environmental impact assessments 
(EIAs) for large-scale industrial projects, including palm oil plantations. 
However, these regulations are often poorly enforced, rendering them 
ineffective. For example, although Indonesia has a moratorium on new 
palm oil plantations (implemented under Presidential Instruction No. 
8/2018), enforcement is inconsistent across different regions, and 
loopholes often allow companies to continue expanding into 
environmentally sensitive areas. Additionally, the Forest Law (Law No. 
41/1999), which regulates deforestation, has not been fully 
implemented, with widespread illegal logging and forest clearing still 
occurring.  

Similarly, labor laws in both countries are not always upheld on the 
ground, with workers often subjected to unsafe conditions, long hours, 
and inadequate wages. The Indonesian Labor Law (Law No. 13/2003), 
for example, stipulates protections for workers, but enforcement is weak, 
and labor violations are common. In both countries, the absence of 
effective enforcement mechanisms weakens the deterrent effect of these 
regulations, making it difficult for legal challenges to produce long-term 
industry-wide change. 

Corruption further exacerbates the enforcement challenges in 
both Indonesia and Malaysia.48 The palm oil industry is often entangled 
with political and economic interests, leading to situations where 
regulatory agencies are reluctant to hold large corporations 
accountable.49 In both countries, corruption has been reported within 
government bodies responsible for overseeing environmental and labor 
standards. Indonesia’s Anti-Corruption Law (Law No. 30/2002) 
provides mechanisms for addressing corruption within the public sector, 
yet the palm oil industry remains deeply entrenched in local and national 

 
48  David Seth Jones, “Challenges in combating corruption in Malaysia: issues of 

leadership, culture and money politics.” Public Administration and Policy 25, no. 2 
(2022): 136-149. 

49  Peter Dauvergne, “The global politics of the business of “sustainable” palm 
oil.” Global Environmental Politics 18, no. 2 (2018): 34-52. 
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politics.50 In Malaysia, the Malaysian Anti-Corruption Commission 
(MACC), which seeks to combat corruption, has faced significant 
challenges in addressing corruption within the palm oil industry, 
especially at the local level.51 In some cases, plantation companies have 
been able to bypass or delay legal proceedings by leveraging political 
connections or financial resources. This systemic corruption undermines 
legal accountability and creates a significant barrier to the effective 
enforcement of existing laws. The high level of political influence exerted 
by the palm oil sector further complicates the enforcement of 
environmental and social standards, as legal challenges are often diluted 
or obstructed by vested interests. 

Another significant obstacle to legal transformation in the palm oil 
industry lies in the conflicting interests between economic growth and 
environmental protection. Palm oil production is a major economic 
driver for both Indonesia and Malaysia, providing employment to 
millions of people and contributing significantly to GDP through 
exports. As such, governments in both countries often prioritize 
economic growth over environmental sustainability, seeing the palm oil 
industry as a crucial source of revenue. This tension between economic 
growth and environmental protection is particularly evident when 
policies intended to regulate palm oil expansion, such as the ban on new 
plantations in Indonesia, conflict with the desire for continued industrial 
development.52 While there is growing recognition of the environmental 
costs of palm oil production, including deforestation, biodiversity loss, 
and greenhouse gas emissions, the economic benefits of the industry 

 
50  Wigke Capri, et al. “Kajian Korupsi Sebagai Proses Sosial: Melacak Korupsi di 

Sektor Sumber Daya Alam di Indonesia.” Integritas: Jurnal Antikorupsi 7, no. 1 
(2021): 121-142; Mispansyah Mispansyah, and Nurunnisa Nurunnisa. 
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Korupsi.” Jurnal Ius Constituendum 6, no. 2 (2021): 348-366. 

51  A. Manan, et al. “Governance of Corruption: The Role of Malaysian Government 
in the Anti-Corruption Efforts.” International Journal of Academic Research in 
Business and Social Sciences 12, no. 12 (2022): 1987-1999; Nurisyal Muhamad, and 
Norhaninah A. Gani. “A Decade of Corruption Studies in Malaysia.” Journal of 
Financial Crime 27, no. 2 (2020): 423-436. 

52 Herry Purnomo, et al. “Reconciling oil palm economic development and 
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often overshadow these concerns in policy debates. Indonesia’s Agrarian 
Reform Law (Law No. 5/1960) and Malaysia’s National Land Code 
(Act 56/1965) both prioritize land use for agricultural development, 
particularly for palm oil, which complicates the implementation of more 
sustainable land-use regulations. 

The challenge of balancing the needs of smallholders with the 
interests of large corporations adds another layer of complexity to legal 
reforms. In both Indonesia and Malaysia, a significant portion of palm 
oil is produced by smallholder farmers who depend on palm oil 
cultivation for their livelihoods. These smallholders, who often lack 
access to resources, legal knowledge, or technical support, are vulnerable 
to exploitation by large corporations. At the same time, large 
corporations dominate the industry, often with greater access to capital 
and legal support, enabling them to influence policy decisions in their 
favor. Legal reforms that aim to regulate the industry and promote 
sustainability must navigate these conflicting interests, ensuring that 
smallholders are protected while also holding corporations accountable 
for their environmental and labor practices. Achieving a fair balance 
between the needs of these two groups is a significant challenge for 
policymakers. For example, the Indonesian Palm Oil Smallholder 
Empowerment Law (Law No. 39/2014) aims to improve the welfare of 
smallholders but has faced implementation challenges due to its lack of 
enforcement mechanisms and the overwhelming power of large 
plantation companies. 

Political resistance and policy inertia present another major hurdle 
to the transformation of the palm oil sector through legal means. Despite 
increasing domestic and international pressure for reform, significant 
political resistance remains to the implementation of stricter 
environmental and labor regulations. The palm oil industry, particularly 
in Malaysia, wields considerable political influence and has historically 
been a key player in shaping national policies. This influence has allowed 
the industry to resist meaningful reforms, often by lobbying government 
officials and leveraging economic arguments that emphasize the sector’s 
role in job creation and economic development. Malaysia’s Palm Oil 
Greenhouse Gas (GHG) emissions regulations have faced significant 
opposition from the palm oil industry, which argues that such measures 
could affect its competitiveness on the global market. Additionally, 
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policy inertia, characterized by slow decision-making processes and a lack 
of political will, hampers the ability of both countries to enact and 
enforce necessary legal reforms. In Indonesia, for example, despite the 
government’s stated commitment to environmental protection, delays in 
the implementation of comprehensive regulations have allowed the palm 
oil sector to continue its expansion, undermining efforts to protect 
forests and indigenous lands. 

The influence of multinational companies further complicates the 
political landscape. Large, multinational corporations in the palm oil 
industry, such as Cargill, Nestlé, and Unilever, play a substantial role in 
shaping national legislation and policy. These corporations often 
prioritize supply chain efficiency and cost-cutting over environmental 
and social concerns.53 Their influence can shape regulatory frameworks 
in ways that favor industry growth rather than sustainability. For 
example, multinational companies may lobby against restrictions on 
palm oil plantations, arguing that such regulations will drive up costs and 
disrupt global supply chains. While some companies have made 
significant strides in adopting sustainability policies, their power within 
national political systems often results in legal frameworks that fall short 
of enforcing truly transformative change. The presence of these 
multinational interests makes it challenging for governments to pass and 
enforce laws that could meaningfully reduce environmental destruction 
or improve labor conditions. The RSPO (Roundtable on Sustainable 
Palm Oil) has emerged as an important voluntary certification, but the 
lack of binding legal regulations leaves room for multinational 
corporations to avoid significant changes.54 

Global economic pressures also play a significant role in shaping 
local legal systems in Indonesia and Malaysia. The demand for palm oil 

 
53  See Puvan Selvanathan, and Vani Sathisan. “Corporate sustainability and palm oil 
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on the international market, particularly for use in food products, 
biofuels, and cosmetics, places considerable pressure on both countries 
to maintain palm oil production at scale.55 Despite growing concerns 
about the environmental and social impacts of palm oil cultivation, the 
global demand for the commodity continues to rise. This global demand 
puts pressure on national governments to avoid regulations that could 
reduce production capacity or raise costs. International trade agreements 
that favor palm oil exports or provide preferential treatment for palm oil-
based products further complicate the ability of local legal systems to 
enact stricter regulations. These global market dynamics often lead to 
tensions between the need for local legal reforms and the drive to 
maintain competitiveness in the global market. The ASEAN Economic 
Community (AEC) trade agreements and World Trade Organization 
(WTO) rules that facilitate free trade of agricultural commodities often 
limit the capacity of national governments to impose stringent 
restrictions on palm oil production and trade.56 

In addition, while legal challenges hold significant potential to 
drive transformation in the palm oil industry, numerous obstacles 
impede their effectiveness. Weak enforcement, corruption, conflicting 
interests, political resistance, and global economic pressures all 
contribute to the challenges faced in implementing meaningful legal 
reforms. Overcoming these barriers will require coordinated efforts from 
both national governments and international actors to create a legal 
framework that addresses the environmental, social, and economic 
concerns of the palm oil industry while ensuring that the industry can 
continue to grow sustainably. 
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E. Case Studies: Legal Challenges in Action 
 

1. Case Study 1: Indonesia’s Legal Battles Over 
Deforestation and Palm Oil Expansion 
 

Indonesia has long been a focal point for legal challenges related to 
deforestation and palm oil expansion. The rapid growth of the palm oil 
industry in Indonesia has been a major driver of deforestation, 
particularly in areas of Borneo and Sumatra, resulting in severe 
environmental degradation, biodiversity loss, and significant 
contributions to global greenhouse gas emissions. The legal framework 
in Indonesia includes the Environmental Protection and Management 
Law (Law No. 32/2009), which mandates the need for Environmental 
Impact Assessments (EIAs) for large-scale industrial projects, including 
palm oil plantations. However, the enforcement of these laws has been 
inconsistent, with large corporations often able to bypass environmental 
regulations through bribery, political connections, or loopholes in the 
law. 

A significant legal battle occurred in 2013, when the Indonesian 
government was forced to take action against the palm oil company Asia 
Pulp and Paper (APP), which was linked to large-scale deforestation. A 
lawsuit filed by environmental NGOs, including Greenpeace, accused 
the company of violating environmental laws and contributing to 
deforestation in violation of the country’s commitments under 
international agreements like the UNFCCC.57 This legal challenge led to 
a landmark agreement between APP and environmental organizations, 
resulting in the company committing to halt deforestation and adopt 
more sustainable practices. However, such cases remain rare, and the 
wider trend of unchecked deforestation in the palm oil sector persists.58 

 
57  See Krystof Obidzinski, and Ahmad Dermawan. “Pulp industry and environment 
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4 (2012): 961-966. 
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146           JOURNAL OF LAW & LEGAL REFORM VOLUME 7(1) 2026 

 

 

 

More recently, Indonesia’s Presidential Instruction No. 8/2018 on 
the moratorium of new palm oil plantations attempted to curb the rapid 
expansion of palm oil plantations into forests and peatlands. Although 
the moratorium was hailed as a step in the right direction, enforcement 
remains weak, and illegal land clearance continues, often with little legal 
consequence. The case of the Riau province, where illegal palm oil 
plantations continued to expand despite the moratorium, highlights the 
significant enforcement gaps and challenges faced in holding 
corporations accountable for their role in environmental destruction. 
Furthermore, the Indonesian Forestry Law (Law No. 41/1999), designed 
to regulate deforestation and promote sustainable land use, is frequently 
ignored in the race for economic development driven by palm oil 
expansion.59 

2. Case Study 2: Malaysia’s Response to Labor 
Exploitation and Palm Oil Industry Regulations 

In Malaysia, the palm oil industry has faced persistent challenges 
related to labor exploitation, especially concerning migrant workers from 
neighboring countries like Indonesia and Bangladesh. The Malaysian 
Employment Act 1955 and Occupational Safety and Health Act 1994 
are key pieces of legislation that set out the legal protections for workers 
in various sectors, including palm oil plantations. However, these laws 
have proven insufficient in addressing widespread labor abuses, 
including poor working conditions, wage theft, child labor, and physical 
abuse. 

A notable legal case arose in 2018 when Tenaganita, a Malaysian 
NGO, filed a complaint with the International Labour Organization 
(ILO), accusing Malaysian palm oil companies of violating international 
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labor standards.60 The complaint cited rampant exploitation of migrant 
workers in the palm oil industry, many of whom were subjected to forced 
labor, long working hours, and unsafe conditions. This led to the 
Malaysian government launching investigations into several large palm 
oil plantations. In response, major corporations like Sime Darby and 
Felda Global Ventures faced mounting pressure to improve their labor 
practices. Some companies began implementing changes, such as 
improving workers’ accommodation, raising wages, and enhancing safety 
protocols. However, despite these efforts, labor violations remain 
common across many plantations. 

International pressure also played a role in Malaysia’s response to 
labor exploitation. Following a 2019 investigation by The Guardian, 
which exposed severe labor abuse within the Malaysian palm oil industry, 
the European Union threatened to restrict palm oil imports, citing 
concerns over human rights and sustainability. The EU’s influence was 
significant in prompting Malaysia to adopt more robust measures to 
address labor rights violations. As a result, the Malaysian government 
introduced the National Action Plan on the Elimination of Forced 
Labour (2021), which aims to improve labor conditions in the palm oil 
sector by strengthening oversight, promoting corporate social 
responsibility, and enforcing legal protections for workers. While the 
implementation of these policies is still in its early stages, the pressure 
from international legal systems, such as the EU, demonstrates the 
potential impact of legal challenges on transforming industry practices. 

3. Case Study 3: Global Legal Campaigns and Their 
Impact on the Palm Oil Industry 

The role of global legal campaigns in influencing the palm oil 
industry cannot be understated, particularly in terms of environmental 
and human rights advocacy. Over the past two decades, environmental 
organizations, human rights NGOs, and international legal bodies have 

 
60  See Nafisah Ilham Hussin, et al. “Kerjasama Polis Diraja Malaysia (PDRM) dan 
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increasingly exerted pressure on the palm oil industry to adopt 
sustainable and ethical practices. A prominent example is the European 
Union’s legislative action against unsustainable palm oil production. 

In 2018, the European Union passed a resolution aimed at curbing 
the use of unsustainable palm oil in biofuels, citing the severe 
environmental impacts of palm oil production, including deforestation 
and land-grabbing. The EU’s Renewable Energy Directive (RED II), 
which restricts the use of palm oil in biofuels, is seen as a response to the 
mounting evidence that palm oil plantations are responsible for large-
scale environmental destruction in Southeast Asia. The RED II imposes 
strict requirements for the sustainability of biofuels, pushing companies 
to source their palm oil from certified sustainable sources, such as those 
under the Roundtable on Sustainable Palm Oil (RSPO) certification. 
While this directive does not directly ban palm oil imports, it has 
significantly altered the dynamics of the palm oil trade by incentivizing 
the adoption of sustainable production methods. 

Global legal campaigns have also been instrumental in pushing 
multinational companies to adhere to higher sustainability standards. In 
2015, Nestlé, Unilever, and other major brands committed to sourcing 
only RSPO-certified sustainable palm oil in response to mounting public 
and legal pressure from organizations like Greenpeace and WWF. These 
campaigns have been successful in drawing attention to the human and 
environmental costs of palm oil production, and in many cases, they have 
led to corporate policy changes. However, critics argue that the RSPO 
certification is insufficient and that some certified plantations still engage 
in practices that contribute to deforestation and human rights violations. 

Additionally, various lawsuits filed by environmental and human 
rights organizations have highlighted the failures of palm oil companies 
to uphold their commitments to sustainable and ethical practices. A 
significant case was filed in 2020 by Friends of the Earth against palm oil 
producers operating in Indonesia and Malaysia for violating the UN 
Guiding Principles on Business and Human Rights (UNGPs). The 
lawsuit argued that the palm oil companies were complicit in the 
widespread deforestation and exploitation of local communities.61 This 

 
61  See Ward Berenschot, and Ahmad Dhiaulhaq. “The production of rightlessness: 
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case exemplifies the growing legal momentum from international actors 
to hold companies accountable for their environmental and social 
impacts. 

Moreover, international trade agreements like the EU-Indonesia 
Comprehensive Economic Partnership Agreement (CEPA) have begun 
incorporating sustainability clauses, which require palm oil producers to 
adhere to environmental and labor standards. The integration of 
sustainability into trade agreements is a promising development, as it 
represents a legal mechanism that links market access with responsible 
practices. However, challenges remain in terms of ensuring that these 
agreements are effectively enforced and that palm oil-producing 
countries maintain pressure on companies to comply with regulations. 

Furthermore, the case studies discussed here illustrate the potential 
of legal challenges to drive transformation in the palm oil industry, but 
they also reveal the significant barriers to lasting change. Indonesia and 
Malaysia’s struggles with deforestation, labor exploitation, and weak 
enforcement of environmental and social laws demonstrate the 
complexities involved in reforming the palm oil sector. However, the 
increasing role of international legal campaigns, regulatory frameworks, 
and corporate responsibility suggests that legal action can influence the 
future direction of the palm oil industry toward more sustainable and 
ethical practices. These case studies emphasize the need for continued 
advocacy, stronger enforcement of existing regulations, and 
comprehensive reforms at both the national and international levels. 

Conclusion 

The crude palm oil industry in Indonesia and Malaysia, while 
integral to the economic development of both countries, faces profound 
challenges related to environmental degradation, labor exploitation, and 
social inequality. Legal frameworks designed to address these issues, 
including environmental regulations, labor laws, and land rights 
protections, have shown mixed results in curbing the adverse effects of 
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palm oil production. Weak enforcement, corruption, conflicting 
economic interests, and political resistance have undermined the 
effectiveness of these laws, leaving significant gaps in their 
implementation. However, as seen in various case studies, legal 
challenges—from national lawsuits to international advocacy—have 
begun to reshape the discourse surrounding the industry, pushing 
corporations and governments toward more sustainable and responsible 
practices. 

Looking ahead, the future of the palm oil industry in both 
Indonesia and Malaysia hinges on the ability of legal frameworks to adapt 
and evolve. Legal reforms, if properly implemented and enforced, have 
the potential to drive substantial change, fostering a more sustainable and 
socially responsible palm oil industry. The role of global legal pressures, 
such as the EU’s renewable energy directives and the influence of 
certification programs like the RSPO, cannot be overstated in pushing 
for compliance with higher environmental and labor standards. These 
efforts, however, must be complemented by comprehensive national 
reforms that address the root causes of deforestation, exploitation, and 
inequity within the sector. Governments, corporations, and civil society 
must collaborate to ensure that legal reforms are not only enacted but 
also enforced effectively, to safeguard the long-term viability of the palm 
oil industry and its sustainability for future generations. 

In conclusion, while legal challenges have already proven to be a 
powerful tool for transformation, the true potential for industry-wide 
change lies in the commitment to enforce comprehensive reforms. It is 
essential that all stakeholders—governments, corporations, and civil 
society—work together to align legal frameworks with the goal of 
sustainability, ensuring that the palm oil industry moves toward practices 
that are both environmentally and socially responsible. This collective 
action will be the key to unlocking the full potential of legal challenges as 
a catalyst for lasting change in the palm oil industry. 
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