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Introduction
Indonesia’s palm oil sector occupies a central position in the 
country’s economic structure. It is not merely an agricultural 
commodity sector, but a complex agro-industrial system 
connecting smallholders, plantation companies, mills, refiners, 
exporters, logistics providers, biodiesel producers, oleochemical 
industries, food processors, and global buyers. Palm oil exports 
generate foreign exchange, support rural livelihoods, contribute to 
corporate income tax, and finance sectoral development through 
export duties and levies. In a country where fiscal capacity remains 
a central development challenge, the integrity of export valuation 
in a high-value commodity sector is a matter of public finance, 
trade governance, and economic sovereignty [1-5].

The fiscal importance of palm oil has become more pronounced 
as developing countries face persistent pressures to mobilise 
domestic revenue. International taxation literature shows that 
developing economies are particularly vulnerable to base erosion 
and profit shifting because tax administrations often have fewer 
resources, limited access to comparable data, and weaker capacity 

to monitor multinational enterprise structures [6,7]. Commodity 
exporters face an additional challenge: the reported value of 
exports may be influenced by contractual arrangements, delivery 
terms, quality specifications, shipping dates, hedging strategies, 
related-party trading entities, and offshore sales affiliates. These 
features create legitimate commercial complexity, but they also 
create opportunities for manipulation [8].

Three related practices are central to this article: under-invoicing, 
mis-invoicing, and transfer pricing. Under-invoicing refers to 
the reporting of export values below their true economic value. 
Mis-invoicing is broader and includes false declaration of value, 
quantity, quality, origin, product classification, or destination. 
Transfer pricing refers to pricing in transactions between related 
parties. Transfer pricing itself is not illegal; multinational 
enterprises necessarily price goods, services, financing, and 
intangible assets within corporate groups. The problem arises 
when transfer prices deviate from the arm’s-length principle in 
ways that shift profits away from the jurisdiction where economic 
activity and value creation occur [9]. In commodity exports, these 
three issues often overlap. A palm oil exporter may sell crude palm 
oil or refined palm products to a related trading affiliate abroad at 
a price below a comparable independent market price; the affiliate 
may then resell the commodity to an independent buyer at a higher 
price. In such a case, the transaction may simultaneously raise 
customs valuation concerns, transfer pricing risks, and corporate 
income tax risks [10-17].
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Indonesia’s policy challenge is therefore not only to detect and 
punish misconduct. The deeper challenge is to design enforcement 
institutions that can distinguish fraudulent undervaluation from 
legitimate commercial variation. Palm oil prices fluctuate in 
response to global supply, demand, weather, energy prices, 
vegetable oil substitution, sustainability requirements, freight 
costs, exchange rates, and policy changes in importing countries. 
Export prices may differ because of product type, free fatty acid 
content, moisture, contamination levels, delivery terms, contract 
dates, shipping delays, refining stages, and buyer requirements. 
A simple comparison between an export declaration and an 
international benchmark may identify useful red flags, but it cannot 
by itself prove mis-invoicing or abusive transfer pricing [18-23].

This article is motivated by the need for a balanced and empirically 
grounded policy approach. Excessively weak enforcement 
allows revenue leakage, undermines tax morale, and creates 
unfair competition between compliant and non-compliant firms. 
However, excessively blunt enforcement may disrupt the palm 
oil value chain, delay shipments, depress farm-gate prices, raise 
compliance costs, and reduce Indonesia’s credibility as a reliable 
supplier. Export bans, rigid reference prices, or heavy pre-shipment 
controls may appear administratively attractive, but they can 
generate substantial economic costs if applied broadly. A more 
effective and efficient approach is likely to be risk-based, data-
driven, and targeted [24-32].

The purpose of this article is to develop a holistic policy framework 
for addressing under-invoicing, mis-invoicing, and transfer pricing 
in Indonesia’s palm oil exports. The article uses a qualitative 
literature review rather than a systematic literature review. This 
methodological choice is appropriate because the topic spans 
several fields: international taxation, customs valuation, trade 
policy, illicit financial flows, commodity governance, palm oil 
economics, and public administration. Instead of statistically 
aggregating a narrow body of homogeneous studies, the article 
interprets and synthesises diverse evidence to generate policy-
relevant insights [33-37].

The central research question is: what policy mix is most effective 
and efficient for addressing under-invoicing, mis-invoicing, 
and transfer pricing in Indonesia’s palm oil exports without 
disrupting the palm oil sector from upstream to downstream? 
To answer this question, the article reviews conceptual literature 
on trade misinvoicing and transfer pricing, empirical studies on 
profit shifting and commodity trade mispricing, policy lessons 
from developing countries, and relevant Indonesian regulatory 
instruments. The article argues that Indonesia should adopt a Palm 
Oil Export Integrity Framework based on six pillars: integrated 
customs-tax-trade data, dynamic benchmark price corridors, 
transaction-level risk analytics, related-party transaction scrutiny, 
cooperative compliance for low-risk exporters, and proportionate 
sanctions for proven abuse [7,39].

The article contributes to academic and policy debates in three 
ways. First, it clarifies the conceptual relationship between trade 
misinvoicing and transfer pricing in commodity exports. Second, 
it links global lessons on illicit financial flows and profit shifting 
to a specific Indonesian commodity sector. Third, it proposes 
a policy framework that seeks to protect fiscal revenue while 
minimising disruption to legitimate palm oil trade and industrial 
development [7,38-40].

Literature Review
 Trade Mis-Invoicing, Under-Invoicing, and Illicit Financial Flows
Trade mis-invoicing has long been discussed as a channel of illicit 
financial flows, tax evasion, customs fraud, capital flight, and 
money laundering. It occurs when traders deliberately misstate 
information in trade documents. The misstatement may concern 
price, quantity, quality, classification, origin, or destination. 
Export under-invoicing is one form of mis-invoicing and occurs 
when the exporter declares a value below the actual transaction 
value. In commodity-exporting countries, export under-invoicing 
may reduce export duties, export levies, corporate income tax, 
and foreign exchange repatriation. It may also allow profits to 
accumulate abroad rather than being reported in the producing 
country [38-44].

The literature on illicit financial flows emphasises that trade 
misinvoicing is difficult to measure precisely. Partner-country 
or mirror-statistics methods compare export data from one 
country with import data reported by partner countries. Large 
discrepancies may indicate misinvoicing, but they may also reflect 
legitimate differences in valuation methods, insurance, freight, 
timing, exchange rates, re-exports, data recording, or classification 
errors [45,46] . More recent studies argue that aggregate trade-gap 
estimates should be treated as risk indicators rather than direct 
evidence of illicit flows [36,38,47]. This distinction is particularly 
important for policy because overestimating mis-invoicing may 
lead to excessive enforcement, while underestimating it may allow 
revenue leakage to continue.

Commodity trade mispricing is a specific form of trade 
misinvoicing. It is especially relevant for countries dependent on 
natural resources or agricultural commodities. It has been argued 
that commodity export undervaluation disproportionately harms 
countries that rely heavily on commodity exports for revenue 
and foreign exchange [37]. They suggest that purely transaction-
based valuation systems may be inadequate where administrative 
capacity is limited and comparable market data are unavailable. 
However, they also acknowledge that reference pricing must 
be carefully designed to avoid arbitrary valuation and disputes 
[14,36,37].

For Indonesia, this literature suggests that palm oil export mis-
invoicing should be approached through a careful evidentiary 
hierarchy. Aggregate discrepancies between Indonesia’s export 
records and partner-country import records can help identify 
risks, but enforcement should rely on transaction-level evidence: 
contracts, invoices, shipping documents, quality certificates, 
related-party disclosures, payment records, and comparable 
uncontrolled prices. Such an approach avoids the policy error of 
treating every statistical discrepancy as fraud [48-52].

Transfer Pricing and Profit Shifting
Transfer pricing is one of the most important issues in international 
taxation. It refers to the pricing of transactions between related 
entities within a multinational group. These transactions may 
include goods, services, financing, intangibles, cost-sharing 
arrangements, and commodity sales. The internationally accepted 
principle is the arm’s-length principle, which requires related-party 
prices to be consistent with prices that independent parties would 
have agreed under comparable circumstances [9]. 

The academic literature shows that multinational enterprises can 
shift profits from high-tax to low-tax jurisdictions by manipulating 
transfer prices, debt allocation, royalty payments, management 
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fees, and the location of intangible assets [7,53,54]. Developing 
countries may be more vulnerable because they often lack 
detailed comparable data, specialised audit teams, and effective 
international information exchange [55,56]. It has been provided 
with particularly relevant evidence from South Africa, using 
transaction-level customs data to show that multinational firms 
manipulate transfer prices to shift taxable profits to low-tax 
countries [40]. The importance of Wier’s study lies not only in 
its findings but in its methodology: direct transaction-level data 
are more informative than aggregate trade gaps.

Transfer pricing in commodity exports creates unique challenges. 
Commodity transactions are often benchmarked against market 
prices, but real contracts include adjustments for quality, location, 
delivery terms, contract date, shipment date, credit terms, volume, 
and risk allocation. A crude palm oil shipment sold on a cost-and-
freight basis cannot be compared mechanically with a benchmark 
price quoted on a different date or under different terms. Moreover, 
multinational commodity groups may use centralised trading 
hubs to manage price risk, logistics, hedging, and customer 
relationships. These structures may be commercially legitimate, 
but they can also be used to allocate excessive profits to low-tax 
trading affiliates [11,57-63].

The literature on anti-profit-shifting regulation indicates that 
transfer pricing rules can improve revenue mobilisation, but only 
when they are supported by enforcement capacity. It has been found 
that transfer pricing rules in developing countries can increase 
corporate tax revenue [56]. However, the effect depends on legal 
design, documentation rules, audit capacity, and administrative 
implementation. This lesson is highly relevant for Indonesia. 
Formal rules alone are insufficient if tax and customs authorities 
cannot analyse palm oil transactions, identify comparable prices, 
and challenge artificial structures[56,64-69].

Customs Valuation, Tax Valuation, and Institutional Coordination
Customs valuation and transfer pricing are related but governed 
by different legal traditions. Customs authorities typically focus 
on the value of goods for duty, levy, and trade-control purposes. 
Tax authorities focus on income allocation and taxable profit. In 
import cases, customs authorities may have incentives to increase 
declared values to raise duties, while tax authorities may have 
incentives to reduce deductible import costs. In export cases, 
the institutional incentives may be different, especially where 
export duties, levies, or foreign exchange rules depend on declared 
values. In both cases, inconsistent valuation approaches can create 
uncertainty and disputes [13,70-73].

The World Customs Organisation has emphasised the need for 
cooperation between customs and tax authorities, especially 
where related-party transactions are involved. Transfer pricing 
documentation may help customs authorities assess whether 
declared values were influenced by the relationship between buyer 
and seller. Conversely, customs data can help tax authorities 
detect transfer pricing risks. The literature increasingly supports 
integrated data systems and inter-agency coordination as essential 
components of modern revenue administration [74,75].

For palm oil exports, customs-tax coordination is particularly 
important. Export declarations may include HS codes, product 
descriptions, declared values, quantities, destination countries, 
exporters, and shipping information. Tax filings include revenue, 
costs, related-party transactions, margins, and transfer pricing 
documentation. Financial information may include payment 
receipts, foreign exchange conversion, bank records, and loan 

structures. Beneficial ownership information may reveal hidden 
related-party relationships. If these datasets remain fragmented, 
enforcement will be reactive and incomplete. If they are integrated, 
authorities can identify patterns such as repeated low unit values, 
sales to related affiliates in low-tax jurisdictions, abnormal 
discounts from benchmark prices, and inconsistencies between 
export declarations and corporate tax returns [76-81].

Indonesia’s Palm Oil Sector and Fiscal Policy
Indonesia’s palm oil sector is economically significant because 
it generates export earnings, employment, investment, and 
downstream industrial activity. The sector has helped integrate 
rural regions into national and global markets, although it has also 
generated environmental, social, and governance controversies. 
Studies of Indonesian palm oil have examined competitiveness, 
sustainability, value-chain dynamics, EU trade restrictions, 
downstream development, and smallholder inclusion [82-85].

From a fiscal perspective, palm oil contributes through several 
channels. First, companies pay corporate income tax on profits. 
Second, exports may generate duties and levies depending on 
price conditions and product categories. Third, palm oil-related 
economic activity generates VAT, withholding taxes, payroll taxes, 
land and building taxes, and regional economic multipliers. Fourth, 
export proceeds contribute to foreign exchange liquidity and 
macroeconomic stability. Therefore, undervaluation of exports 
can have effects beyond a single tax instrument [24,86-90].

However, the sector is also politically sensitive. Millions of 
Indonesians are connected to palm oil production, including 
independent and plasma smallholders. Blunt enforcement measures 
may reduce demand for fresh fruit bunches, lower farm-gate prices, 
slow mill operations, and create uncertainty in export markets. 
The literature on palm oil policy indicates that export restrictions 
and sudden regulatory shifts can create unintended consequences, 
including price volatility and distributional impacts along the value 
chain [2,5,83,85,91]. Therefore, anti-mispricing policy must be 
designed with sectoral sensitivity.

Comparative Lessons from Other Countries
International experience offers several lessons for Indonesia. First, 
transaction-level data matters. South Africa’s experience shows 
that customs data can be used to detect tax-motivated transfer 
mispricing when linked to firm characteristics and tax information 
[40]. This supports the use of transaction-level risk analytics rather 
than broad aggregate assumptions [92,93].

Second, commodity benchmark pricing can be useful but dangerous 
if applied rigidly. Some Latin American countries have adopted 
commodity pricing rules, sometimes called “sixth method” 
approaches, to address underpricing in commodity exports. These 
rules generally use international benchmark prices to test related-
party commodity transactions. The advantage is administrative 
simplicity and reduced reliance on difficult comparability analysis. 
The risk is that rigid reference prices may ignore legitimate 
commercial differences and create disputes [37,94-97].

Third, anti-profit-shifting rules can raise revenue in developing 
countries, but capacity is decisive. Transfer pricing documentation, 
country-by-country reporting, and related-party disclosure can 
improve transparency, but only if authorities can analyse the 
data and act on risks [56]. Without specialised audit teams, 
documentation may become a formal compliance exercise rather 
than an enforcement tool [56,98-101].
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Fourth, cooperative compliance can improve efficiency. Large 
exporters with complex supply chains may need certainty on 
acceptable pricing methods. Advance pricing agreements, advance 
customs valuation rulings, and voluntary disclosure programs can 
reduce disputes and encourage compliance. Such instruments 
should not replace enforcement; rather, they should allow 
authorities to concentrate enforcement resources on high-risk 
cases [102-104].

Fifth, international cooperation is essential. Export under-invoicing 
often involves counterparties, banks, shipping firms, and affiliates 
in other jurisdictions. Partner-country import data, exchange of 
information, mutual administrative assistance, and beneficial 
ownership transparency can help verify whether declared export 
values match commercial reality [87,105-107].

Method
This article uses a qualitative literature review methodology. It is 
not a systematic literature review and does not claim to exhaustively 
identify, screen, and statistically synthesise all available studies. A 
qualitative literature review is appropriate when the purpose is to 
interpret diverse bodies of knowledge, develop conceptual clarity, 
compare policy experiences, and generate a normative framework 
for action [33,108]. The research problem examined here spans 
multiple domains: international taxation, customs valuation, illicit 
financial flows, trade policy, agricultural economics, palm oil 
governance, and public administration. A rigid systematic review 
would risk excluding important policy guidance, legal materials, 
and institutional evidence that are central to the topic.

The literature was selected based on relevance, credibility, recency, 
and policy usefulness. Priority was given to peer-reviewed journal 
articles published mainly from 2020 onward, especially those 
addressing transfer pricing, profit shifting, trade mis-invoicing, 
commodity mispricing, customs valuation, and palm oil exports. 
Foundational older studies were included, as they remain central 
to the conceptual debate. Institutional sources from the OECD, 
WCO, UNCTAD, World Bank, and the Indonesian government 
were used to complement academic literature, particularly for the 
legal and policy context [33-35].

The review applied thematic synthesis. First, literature was 
grouped into six themes: conceptual definitions, palm oil sector 
importance, empirical risk indicators, Indonesian policy instruments, 
comparative international lessons, and policy design. Second, policy 
instruments were compared according to five criteria: effectiveness, 
efficiency, administrative feasibility, legal certainty, and disruption 
risk. Third, the findings were synthesised into a proposed Palm Oil 
Export Integrity Framework for Indonesia [33-35].

This methodology has limitations. Because it is not a systematic 
literature review, it does not use a formal PRISMA-style search 
protocol or inclusion-exclusion flow diagram. The article also 
does not estimate the monetary value of palm oil export under-
invoicing. Such estimation would require transaction-level 
customs, tax, contract, and payment data that are not publicly 
available. Finally, this article treats indications of mis-invoicing 
and transfer pricing as risk factors rather than proof of wrongdoing. 
Legal conclusions require evidence, due process, and case-specific 
investigation [33,35,40].

Results: Thematic Findings
Palm Oil Is Fiscally Strategic but Value-Chain Sensitive
The first thematic finding is that palm oil is fiscally strategic 
but highly sensitive to policy disruption. The sector contributes 

to exports, foreign exchange, employment, and downstream 
industrialisation. It also generates fiscal revenue through corporate 
income tax, export levies, duties, and indirect tax effects. However, 
palm oil is not a simple extractive commodity controlled by a small 
number of firms. It is a broad value chain involving smallholders, 
plantation firms, mills, refiners, exporters, transporters, biodiesel 
producers, oleochemical producers, and global buyers. Policy 
interventions that delay exports or reduce export prices may have 
cascading effects across the chain [109-113].

Figure 1: Illustrates why palm oil export integrity cannot be 
treated merely as a customs valuation problem at the border. 
The sector is organised as a multi-stage value chain connecting 
upstream production, milling, refining, trading, shipping, foreign 
affiliates, and global buyers. Each stage creates legitimate 
commercial functions, but each also creates specific points 
where revenue leakage may occur through quality or quantity 
misreporting, product misclassification, under-invoiced export 
declarations, related-party underpricing, offshore intermediation, 
or inconsistencies between invoices, shipments, and payments. 
The figure therefore clarifies that under-invoicing and transfer 
pricing risks may arise before, during, and after the formal export 
transaction [39,82,84,85].

The main policy message from Figure 1 is that enforcement must 
be value-chain-sensitive. Because fiscal touchpoints include 
corporate income tax, export duty and levy mechanisms, customs 
declarations, and foreign-exchange receipt reporting, a narrow 
agency-by-agency approach may miss the full pattern of risk. 
At the same time, broad interventions that delay shipments or 
depress export prices may harm smallholders, mills, processors, 
and legitimate exporters. The figure supports the article’s argument 
that Indonesia needs targeted supervision of high-risk transactions 
rather than blunt restrictions on the entire palm oil value chain 
[40,107,114,115].

This finding implies that anti-mispricing policy must be precise. 
A blanket export restriction may reduce opportunities for 
under-invoicing, but it may also harm legitimate exporters and 
smallholders. Similarly, rigid reference pricing may simplify 
enforcement but may penalise legitimate commercial arrangements. 
The most appropriate policy is therefore not maximal enforcement 
at all costs, but targeted enforcement that distinguishes high-risk 
transactions from ordinary trade [14,87,116].

Mis-Invoicing and Transfer Pricing Are Distinct but Overlapping
The second thematic finding is that under-invoicing, mis-invoicing, 
and transfer pricing should be distinguished conceptually but 
analysed together in practice. Mis-invoicing involves false trade 
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declarations. Transfer pricing involves related-party pricing. 
Under-invoicing may occur in independent-party or related-
party transactions. However, related-party export underpricing 
is especially important because it can shift profits from Indonesia 
to foreign affiliates while reducing export-related fiscal obligations 
[14,39,117-119].

Figure 2: Clarifies the conceptual relationship among under-
invoicing, trade mis-invoicing, and transfer pricing. Under-
invoicing refers specifically to declaring export value below its 
true economic value. Trade mis-invoicing is broader because it 
may involve false declarations of value, quantity, quality, origin, 
classification, or destination. Transfer pricing, by contrast, refers to 
pricing between related parties and is not inherently illegal when 
it follows the arm’s-length principle. The figure is useful because 
it distinguishes these concepts and shows why they frequently 
overlap in commodity export transactions [9,38,39,120].

The central overlap in Figure 2 highlights related-party export 
underpricing and profit shifting as the most policy-relevant 
intersection for this article. In palm oil exports, a transaction may 
simultaneously involve a manipulated invoice value, a misstated 
trade declaration, and a related-party pricing structure that shifts 
profit to a foreign affiliate or low-tax trading hub. This visual 
distinction helps prevent two analytical errors: treating all transfer 
pricing as illegal, and treating all trade-value discrepancies as proof 
of fraud. The figure therefore reinforces the need for coordinated 
enforcement across customs, taxation, financial intelligence, and 
corporate ownership registries [7,15,40].

This overlap requires institutional cooperation. Customs authorities 
may detect abnormal export unit values, while tax authorities may 
identify low margins or related-party sales. Financial intelligence 
authorities may observe inconsistencies in export proceeds. 
Corporate registries may reveal ownership links. No single agency 
can fully address the problem alone. The result supports a whole-
of-government approach [39,41,105,107,121] .

Aggregate Trade Gaps Are Useful Red Flags but Weak 
Evidence
The third thematic finding is that mirror statistics and unit value 
comparisons are useful for risk screening but insufficient for 
enforcement. Differences between Indonesia’s export records 
and partner-country import records may reflect under-invoicing, 
but they may also reflect CIF-FOB valuation differences, freight, 
insurance, timing, re-exports, statistical treatment, HS code 
differences, exchange rates, or data errors. Similarly, a shipment 

priced below a benchmark may reflect quality differences, contract 
timing, volume discounts, delivery terms, or hedging arrangements 
[14,122-124].

Therefore, enforcement should rely on transaction-level analysis. 
Authorities should examine contracts, invoices, bills of lading, 
quality certificates, payment records, related-party agreements, 
and market prices on the relevant pricing date. This approach is 
more administratively demanding, but it reduces false positives 
and strengthens legal defensibility [125-127].

Figure 3: Presents the evidentiary pathway from aggregate red 
flags to legally defensible enforcement. Aggregate indicators 
such as mirror-trade gaps, abnormal unit values, benchmark 
price deviations, low margins, or exports to low-tax destinations 
can help authorities identify suspicious patterns. However, these 
indicators are not sufficient on their own because they may also 
reflect legitimate commercial differences, including contract 
timing, quality variation, freight costs, delivery terms, product 
specifications, or statistical recording differences. The figure 
therefore shows why red flags should initiate risk screening rather 
than automatically trigger penalties [40,107,123,124].

The figure further demonstrates that enforcement should progress 
toward transaction-level evidence. Contracts, invoices, bills of 
lading, quality certificates, payment records, beneficial ownership 
data, and transfer pricing documents are needed to determine 
whether a transaction reflects legitimate commercial pricing or 
deliberate undervaluation. By distinguishing low-, medium-, and 
high-risk response pathways, Figure 3 supports a proportionate 
enforcement model: compliant exporters can receive fast clearance 
or cooperative compliance treatment, uncertain cases can be 
reviewed after clearance, and high-risk cases can be escalated to 
customs-tax audits or sanctions when deliberate abuse is proven 
[40,107,126,127].

Indonesia Has Important Instruments but Needs Stronger 
Integration
The fourth thematic finding is that Indonesia already has relevant 
instruments, but their effectiveness depends on integration. 
Transfer pricing rules require related-party transactions to follow 
the arm’s-length principle and require documentation. Customs 
systems collect export declarations. Export levy mechanisms use 
reference prices. Beneficial ownership and financial reporting 
rules can support transparency. However, these instruments may 
operate in silos [128-132].
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The key policy gap is not necessarily the absence of rules, but 
the lack of integrated risk intelligence. A high-risk palm oil 
export transaction may be visible only when multiple data points 
are combined: low declared export price, related-party buyer, 
offshore trading jurisdiction, abnormal margin, delayed export 
proceeds, unusual contract terms, and repeated discrepancies 
across shipments. Without integrated data, each agency may see 
only part of the pattern [131-136].

Global Lessons Support a Hybrid Enforcement Model
The fifth thematic finding is that international experience 
supports a hybrid model. Effective systems combine benchmark 
screening, transaction-level audit, transfer pricing documentation, 
international information exchange, cooperative compliance, 
and proportionate sanctions. No single instrument is sufficient. 
Benchmark pricing without audit capacity may become arbitrary. 
Audit capacity without data integration may be inefficient. 
Documentation without enforcement may become symbolic. 
Sanctions without certainty may discourage investment [137-139].

For Indonesia, the best model is a calibrated framework. Low-risk 
exporters should receive certainty and fast clearance. Medium-
risk transactions should be monitored and may be subject to 
documentation requests. High-risk transactions should be audited 
using integrated customs-tax data. Proven intentional abuse should 
face strong sanctions [120,140-145].

Discussion and Analysis
Evaluating Policy Options

Figure 4: Compares the main policy instruments according to two 
dimensions: enforcement precision and value-chain disruption. 
The figure shows why broad export bans or shipment restrictions 
may be administratively visible but inefficient, because they 
impose high disruption while offering limited precision. Fixed 
reference prices occupy an intermediate position because they 
may simplify screening but can also ignore legitimate commercial 
variation across product type, quality, contract date, delivery term, 
and destination. The figure therefore provides a visual basis for 
evaluating policy options before the manuscript discusses each 
instrument in detail [37,85,114,115].

The preferred policy space is the high-precision and low-
disruption quadrant. Instruments located in this area include 
dynamic benchmark price corridors, risk-based customs-tax audits, 
transfer pricing documentation, beneficial ownership disclosure, 
post-clearance audits, invoice-shipping-payment matching, and 

advance pricing or customs valuation rulings. The figure reinforces 
the article’s argument that Indonesia should not rely primarily 
on blunt restrictions or rigid administrative pricing. Instead, 
the most efficient policy mix is one that integrates data, screens 
transactions dynamically, prioritises high-risk cases, strengthens 
transfer pricing enforcement, and offers cooperative certainty to 
compliant exporters [40,56,103,107,115].

Export Bans and Shipment Restrictions
Export bans and broad shipment restrictions are administratively 
visible but economically costly. They may temporarily prevent 
suspicious exports, but they also disrupt legitimate trade. In the 
palm oil sector, export disruption can affect smallholder incomes, 
mill operations, refinery utilisation, port logistics, and buyer 
confidence. Such measures should be reserved for exceptional 
emergencies, not used as the main anti-mispricing instrument. 
From an efficiency perspective, broad restrictions impose costs 
on compliant firms and may reduce state revenue by lowering 
export volumes [114,146-,149].

Fixed Reference Prices
Fixed reference prices can reduce discretion and help authorities 
detect undervaluation. However, if reference prices are applied 
mechanically, they may ignore legitimate commercial variation. 
Palm oil products differ by type, quality, refining stage, contract 
date, delivery terms, and destination. A fixed price may be too high 
for some legitimate transactions and too low for others. Therefore, 
reference prices should function as screening tools rather than 
automatic evidence of wrongdoing [36,37,63].

Dynamic Benchmark Price Corridors
A dynamic benchmark price corridor is more appropriate than 
a fixed reference price. Such a corridor would use international 
prices, Indonesian reference prices, product categories, quality 
adjustments, Incoterms, freight, insurance, contract timing, 
shipment date, and destination-specific factors. Transactions 
outside the corridor would not automatically be penalised, but they 
would be flagged for review. This approach balances enforcement 
and flexibility [37,63,115].

Risk-Based Customs-Tax Audits
Risk-based audits are likely to be the most effective and least 
disruptive instrument. Instead of checking every shipment 
equally, authorities should prioritise transactions with multiple 
risk indicators: related-party buyer, low-tax jurisdiction, 
abnormal discount, repeated low unit values, inconsistent 
product classification, delayed payment, or mismatch between 
export values and corporate tax margins. Risk-based audits allow 
compliant exporters to continue operating smoothly while focusing 
enforcement resources on high-risk cases [40,107,115].

Transfer Pricing Documentation and Country-by-Country 
Reporting
Transfer pricing documentation is essential for related-party palm 
oil exports. Exporters selling to foreign affiliates should explain 
pricing methods, comparability analysis, functional profiles, risk 
allocation, and profit allocation. Country-by-country reporting 
can help identify whether profits are disproportionately located in 
jurisdictions with limited substance. However, documentation rules 
are effective only when authorities can analyse them. Indonesia 
should therefore invest in specialised commodity transfer pricing 
teams [9,56,101,131].
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Advance Pricing Agreements and Advance Valuation Rulings
Advance pricing agreements can provide certainty for large 
exporters with recurring related-party transactions. They reduce 
disputes by agreeing in advance on acceptable pricing methods. 
Similarly, advance customs valuation rulings can clarify how 
customs values should be determined. These instruments are 
efficient because they reduce litigation and allow authorities 
to focus on non-cooperative taxpayers. However, they must 
be transparent, technically rigorous, and periodically reviewed 
[9,102,103,137].

Beneficial Ownership Disclosure
Beneficial ownership transparency is crucial because related-party 
risks may be hidden behind trading companies, nominees, or 
offshore structures. Exporters should disclose foreign affiliates, 
beneficial owners, and related trading intermediaries. Such 
disclosure helps authorities determine whether a nominally 
independent buyer is actually connected to the exporter. This 
is especially important in commodity trading networks where 
goods may pass through hubs before reaching final consumers 
[105,128,130].

Real-Time Invoice, Shipping, and Payment Matching
Digital matching of invoices, customs declarations, shipping 
documents, and bank receipts can significantly improve 
compliance. If declared export values do not match payment 
receipts or contract terms, authorities can investigate. This does 
not require delaying every shipment. Instead, data can be analysed 
after clearance through post-clearance audit systems. Over time, 
digital integration can reduce both fraud and compliance burdens 
[115,126,127].

Proposed Palm Oil Export Integrity Framework
This article proposes a Palm Oil Export Integrity Framework 
consisting of seven pillars as illustrated in Figure 5. 

Figure 5: Illustrates the proposed Palm Oil Export Integrity 
Framework as an integrated policy architecture rather than a list 
of disconnected instruments. The framework brings together seven 
mutually reinforcing pillars: an integrated export data warehouse, 
dynamic benchmark price corridors, a related-party export risk 
register, specialised transfer pricing audit capacity, cooperative 
compliance and certainty mechanisms, post-clearance audit as the 
default enforcement mode, and graduated sanctions. By presenting 
these pillars in one diagram, the figure helps readers understand 
that the recommended policy response depends on coordination, 
sequencing, and institutional complementarity [9,37,40,103].

The figure also clarifies the enabling foundations of the framework. 
Inter-agency coordination, legal safeguards, data protection, and 
international information exchange are not peripheral issues; they 
are necessary conditions for effective implementation. Without 
data integration, benchmark screening may be superficial. Without 
specialised audit capacity, transfer pricing documentation may 
become a formal compliance exercise. Without cooperative 
compliance, legitimate exporters may face excessive uncertainty. 
Figure 5 therefore supports the central proposition that revenue 
protection and export competitiveness can be pursued together 
through a calibrated and evidence-based integrity framework 
[9,102,115,121].

The Palm Oil Export Integrity Framework consists of seven pillars 
as follows.
First, Indonesia should create an integrated palm oil export data 
warehouse. This system should link export declarations, invoices, 
contracts, bills of lading, quality certificates, export levy records, 
tax returns, transfer pricing documentation, bank payment records, 
and beneficial ownership data. Access should be governed by legal 
safeguards, audit trails, and data protection rules [107,115,121].

Second, Indonesia should establish a dynamic benchmark price 
corridor for palm oil products. The corridor should be based on 
international prices, domestic reference prices, product type, 
quality, Incoterms, contract date, shipment date, freight, insurance, 
and refining stage. The corridor should be used for risk scoring, 
not automatic reassessment [36,37,63].

Third, authorities should develop a related-party export risk 
register. Exporters selling to foreign affiliates, trading hubs, or 
low-tax jurisdictions should be subject to enhanced documentation 
requirements. However, enhanced monitoring should not imply 
wrongdoing. It should simply reflect a higher risk [7,9,15].

Fourth, Indonesia should strengthen specialised transfer pricing 
audit capacity for commodity exports. Auditors need expertise 
in palm oil markets, commodity pricing, derivatives, freight, 
quality adjustments, related-party trading structures, and financial 
analysis. General tax audits may not be sufficient for complex 
commodity pricing cases [40,56,101].

Fifth, Indonesia should expand cooperative compliance. Low-
risk exporters should receive faster clearance, simplified 
documentation, and opportunities for advance pricing agreements. 
This encourages voluntary compliance and reduces administrative 
burdens [102,103,115].

Sixth, enforcement should rely on post-clearance audits rather 
than routine pre-shipment obstruction. Post-clearance audits allow 
trade to continue while giving authorities time to analyse complete 
data. This is crucial for avoiding disruption in a time-sensitive 
commodity sector [107,115].

Seventh, Indonesia should apply graduated sanctions. Minor 
documentation errors should be corrected through administrative 
mechanisms. Repeated negligence should trigger penalties. 
Deliberate under-invoicing, forged documents, hidden related-
party structures, or fraudulent profit shifting should face strong 
sanctions, including reassessment, fines, license consequences, 
and criminal investigation where legally justified [27,28,32].

Protecting the Palm Oil Value Chain
A well-designed policy must protect fiscal revenue and the palm 
oil value chain simultaneously. Smallholders are particularly 



Citation: Loso Judijanto (2026) Closing the Palm Oil Revenue Gap: A Review of Policy Options to Address Under-Invoicing, Mis-Invoicing, and Transfer Pricing in 
Indonesia’s Palm Oil Exports. Journal of Business Research and Reports. SRC/JBRR/154. DOI: doi.org/10.47363/JBRR/2026(3)128

J Business Res and Rep, 2026            Volume 3(3): 8-12

vulnerable to price shocks. If enforcement delays exports or 
reduces mill demand, smallholders may face lower fresh fruit 
bunch prices. Therefore, enforcement should target exporters and 
corporate structures rather than impose costs indiscriminately on 
upstream producers [82,84,114].

Downstream industries also require stability. Indonesia has 
invested in refining, oleochemicals, food processing, and biodiesel. 
Excessive uncertainty in export valuation may discourage 
downstream investment or reduce competitiveness. A dynamic 
benchmark corridor and advance pricing agreements can provide 
certainty while maintaining enforcement [85,110,150].

Legitimate exporters should not be treated as suspects by default. 
Compliance programs should differentiate between firms with 
transparent documentation and those with opaque structures. 
This creates incentives for good behaviour. Firms that disclose 
related-party arrangements, maintain robust documentation, and 
align prices with market benchmarks should benefit from reduced 
audit intensity [102,103,115].

International Cooperation
Because palm oil exports are cross-border transactions, domestic 
enforcement is not enough. Indonesia should strengthen 
international exchange of information with major importing 
countries and trading hubs. Partner-country import data can 
help verify export declarations. Tax treaty networks and mutual 
administrative assistance can support transfer pricing audits. 
Customs cooperation can help identify re-exports, transhipment, 
and destination changes. Beneficial ownership exchange can reveal 
hidden related-party structures [9,11,107,121].

Indonesia should also engage with international standard-setting 
institutions while preserving policy space. OECD transfer pricing 
guidance provides a global framework, but Indonesia must adapt 
it to the realities of commodity exports and developing-country 
administration. WCO guidance can help align customs valuation 
and transfer pricing analysis. UN and World Bank materials can 
support developing-country perspectives on illicit financial flows 
and revenue mobilisation [9,11,121,151].

The Most Effective and Efficient Policy Mix
According to the literature, the most effective and efficient policy 
mix for Indonesia comprises five mutually reinforcing instruments. 
The first is data integration. Without integrated data, enforcement 
remains fragmented. The second is dynamic benchmark screening. 
Without benchmark tools, authorities cannot efficiently identify 
abnormal prices. The third is a risk-based post-clearance audit. 
Without a targeted audit, enforcement is either too weak or too 
disruptive. The fourth is transfer pricing enforcement for related-
party exports. Without transfer pricing capacity, profits may be 
shifted through foreign trading affiliates. The fifth is cooperative 
compliance. Without certainty mechanisms, legitimate exporters 
may face excessive compliance costs and disputes [40,56,103,115].
This policy mix is superior to blanket restrictions because it 
focuses on the source of the problem: high-risk transactions 
and artificial pricing structures. It is also superior to purely 
voluntary compliance because it includes credible enforcement. 
It balances deterrence and facilitation, revenue protection and 
trade competitiveness, fiscal sovereignty and value-chain stability 
[37,103,114].

Conclusion and Policy Recommendations
This article has reviewed literature on under-invoicing, trade 
mis-invoicing, transfer pricing, commodity trade mispricing, 

customs valuation, and palm oil export governance. It finds that 
Indonesia’s palm oil sector is fiscally strategic but policy-sensitive. 
The sector supports exports, foreign exchange, employment, rural 
livelihoods, and downstream industrial development. At the same 
time, its cross-border trade structure exposes Indonesia to risks 
of undervaluation and profit shifting.

The key conclusion is that Indonesia should not rely on blunt 
export restrictions or rigid administrative pricing as the main 
response to under-invoicing, mis-invoicing, and transfer pricing. 
Such tools may appear simple, but they can disrupt legitimate trade 
and harm the value chain. The better approach is a risk-based, 
data-driven, and integrated enforcement model.

The article recommends seven policy actions. First, establish a 
Palm Oil Export Integrity Task Force involving tax, customs, 
trade, finance, plantation, statistics, port, and financial intelligence 
authorities. Second, build a palm oil transaction data warehouse 
linking export declarations, invoices, contracts, shipping 
documents, quality certificates, bank receipts, beneficial ownership 
data, and tax filings. Third, adopt a dynamic benchmark price 
corridor for palm oil products, using reference prices as risk 
indicators rather than automatic taxable values. Fourth, strengthen 
transfer pricing audits for related-party palm oil exports, especially 
those involving foreign trading affiliates and low-tax jurisdictions. 
Fifth, expand advance pricing agreements and advance customs 
valuation rulings for compliant exporters. Sixth, prioritise post-
clearance audits to avoid shipment disruption. Seventh, apply 
graduated sanctions, with strong penalties for proven deliberate 
abuse and simplified correction mechanisms for minor errors.

Figure 6: Visualises the institutional coordination required to 
operationalise the article’s policy recommendations. Under-
invoicing, trade mis-invoicing, and transfer pricing cannot be 
addressed by a single institution because the relevant evidence 
is distributed across customs declarations, tax filings, invoices, 
contracts, bills of lading, quality certificates, bank receipts, foreign-
exchange reporting, and beneficial ownership records. The figure 
therefore places the Palm Oil Export Integrity Task Force and the 
integrated data warehouse at the centre of the enforcement system, 
connected to tax, customs, trade, finance, agriculture, statistics, 
port, banking, and financial intelligence authorities.

The figure also shows how integrated intelligence can translate 
into concrete enforcement outputs. A coordinated task force can 
support risk scoring, post-clearance audits, advance rulings or 
advance pricing agreements, sanctions for proven abuse, and 
policy dashboards for monitoring systemic risks. This structure is 
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important because it allows Indonesia to move beyond fragmented 
agency responses toward proportionate, evidence-based 
enforcement. Figure 6 therefore provides a practical institutional 
bridge between the article’s analytical findings and its concluding 
recommendation to protect fiscal revenue without undermining 
legitimate palm oil export competitiveness.

The broader lesson is that fiscal protection and export 
competitiveness are not mutually exclusive. A well-designed 
integrity framework can increase revenue, improve tax fairness, 
protect compliant firms, and maintain Indonesia’s position in 
global palm oil markets. The ultimate objective should not be 
to slow palm oil exports, but to ensure that the economic value 
generated by Indonesia’s land, labour, infrastructure, and industrial 
capacity is fairly reported and appropriately taxed in Indonesia.
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