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RESUME 
 

Palm oil is a pro-poor edible oils, that is characterized by the price of palm oil which is always 
lower than other edible oils, its own elastic price more inelastic, and its elasticity of income more 
elastic. 

In the global edible oil market, palm oil acts as a buffer or damper against excessive price 
increases for other edible oils (soybean oil, rapeseed oil and sunflower seed oil). This condition very 
beneficial for the edible oil consumers in the world, especially countries with low-income levels or poor 
countries, cause they can afford edible oils. This palm oil’s role of possible due to its more competitive 
price, relatively large volume, and stable supply throughout the year, as well as has substitute 
relationship with other edible oils.  

Palm oil derivative products in the form of food and non-food products such as hygiene products, 
and toiletries (soap, detergents, and cosmetic products) can fulfill the needs of poor or lower-income 
people. This is because these products are relatively affordable for them because the product price is 
cheaper and the availability of products are quite a lot. The implication is that the poor people can 
fulfill their basic needs, so that their quality of life can improve and the SDG-1 (No Poverty) will be 
realized. 
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INTRODUCTION 

According to the UNDP report (2020) 
around 1.3 billion people in the world living 
under multidimensional poverty. The 
concept of multidimensional poverty is more 
holistic because it is not only based on 
income or consumption but also includes 
limited access to education, health, and 
quality of life. Based on the 
Multidimensional Poverty Index (MPI), poor 
people population is spread across 107 
countries and about 67 percent are in middle 
countries, of which most of them (84 
percent) are in Sub-Saharan Africa and 
South Asia. 

As the global development platform 
(SDGs) which has been agreed by UN 
member countries, the entire international 
community through their respective roles, 
positions themselves as part of the solution 
to achive SDG-1 about eradicating poverty in 
the world or no poverty. Global trade 
especially for trading consumers goods that 
are consumed by the poor or people with 
lower-middle income, it’s also hoped that it 
can be an effort to help the them (pro-poor), 
so that SDG-1 can be achieved. 

From an economic point of view, 
poverty concerns purchasing power related 
to nominal income and purchase prices. The 
availability of products at relatively cheap 
prices can increase the purchasing power 
and affordability of the poor people to the 
products. This means that product with 
lower prices and sufficient availability are 
needed to fulfilling the needs of poor people, 
so that they can achieve a better standard of 
living. 

Edible oils are one of the food sources of 
nutritional oil/fat recommended by FAO to 
be consumed by the global community. 
There are 17 types of vegetable oils/fats in 
the world that can be produced and 
consumed, but only four of them that are 
consumed globally. The four vegetable oils 

are palm oil, soybean oil, rapeseed oil, and 
sunflower oil. 

This journal article will discuss that 
palm oil is one of the edible oils that can be 
used not only as food products, but also 
produced non-food products such as 
toiletries and personal care products. These 
palm oil-based products able to helping the 
global poor/lower-income people (pro-
poor) to be able to fulfill their essential 
needs such as nutrition and hygiene. 

 
 

PRO-POOR EDIBLE OILS 

The global community is benefited by 
the presence of palm oil as a source of edible 
oil. Palm oil is produced from oil palm trees 
that thrive in the tropics area. The trees 
begin to produce palm oil at the age of the 
tree around four years old and the oil 
production continues throughout the year 
until the the tree is 25-30 years old. In 
addition to stable production throughout the 
year, palm oil productivity is also relatively 
high with an average around 5 tons of 
oil/hectare/year. 

When compared to other edible oils, the 
productivity of palm oil is almost 10 times of 
other edible oils. The higher productivity of 
palm oil makes the price very competitive. In 
fact, palm oil’s prices has always the lowest 
in the global’s top-four major edible oils 
market (Figure 1).  

The palm oil price has always been 
lower than soybean oil, rapeseed oil, and 
sunflower seed oil. The price disparity of 
palm oil with three other edible oils in the 
global market ranges from USD 100-200 per 
ton. The low price of palm oil is profitable 
for the poor or lower-income people in the 
world. With a fixed nominal income, the 
volume of palm oil (or palm oil-based 
products) that consumed by poor people is 
greater than other edible oils which are 
more expensive. 
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Figure 1. Comparison of Palm Oil Prices with Other Edible Oil Prices 
(Source: World Bank) 

 
The results of the study by Kojima et al., 

2016 states that the own-price elasticity of 
palm oil consumption in countries with an 
income below USD 1000 shows that palm oil 
is more inelastic than soybean oil, rapeseed 
oil, and sunflower seed oil. This implies that 
the palm oil prices changes cause small 
effect on the consumption of palm oil of the 
poor people. It is different from the 
consumption of other edible oils which tend 
to be more elastic, which means that if there 
is a price change it will cause a change in the 
consumption of that country with a greater 
impact than the change in edible oils price.  

The income elasticity of palm oil 
consumption in countries with an income 
below USD 1000 is very elastic. This shows 
that if there is an increase in income of poor 
people or lower-income people, there will be 
an increase in palm oil consumption that is 
greater than the percentage of income 
increase. It is inversely related to the income 
elasticity of consumption of other edible oils 
which tends to be more inelastic, which is 
the impact of increased income on 
consumption of other edible oils has also 
increased, but the percentage of increased 
consumption wont be greater that the 
percentage of increased income in that 
country. 

Another study, namely Yulismi and 
Siregar (2007), also shows similar results, 
where the own-price elasticity of palm oil in 
developing countries such as India and China 

is less than one or inelastic both in the short 
run and the long run. Palm oil in these two 
countries also has income elasticity which its 
value is more than one, it’s means that the 
import demand is more elastic to increase in 
income both in the short run and the long 
run. 

Palm oil price variables that are more 
competitive, it’s own-price elasticity more 
inelastic, and it’s income elasticity more 
elastic, indicates that palm oil is relatively 
pro-poor compared to other edible oils. 

The results of this study are also in 
accordance with the fact that is mentioned 
by Mehta (2020) and Janmohammed (2020), 
where the middle-lower income people in 
India, Pakistan, and Bangladesh consume 
palm oil as cooking oil more than other 
edible oils. Beside that cooking oil products, 
the utilization of palm oil into hygiene 
products and toiletries such as soap, 
detergent, and cosmetic products can also be 
consumed by them.  
 
 

BUFFER PRICE IN INCREASING PRICE 
OF OTHER EDIBLE OIL  

Among people in the poor or lower-
income countries, there are also groups of 
people who have a dietary habit who likes to 
consuming soybean oil, rapeseed oil, and 
sunflower seed oil. In this consumption 
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pattern, palm oil also plays a role in 
controlling the prices of other edible oils. 
The palm oil price is more competitive and 
always lower than the price of other edible 
oils, makes it has a role as a damper and 
prevents a significant increase in prices for 
the other edible oils. 

The study of Kojima et al., (2016) also 
shows that palm oil consumption is 
positively related to soybean oil prices, 
rapeseed oil prices, and sunflower seed oil 
prices. This means that the relationship 
between palm oil and other main edible oils 
is substitute. If the price of soybean oil (or 
rapeseed oil, sunflower seed oil) increases, 
people will switch to consumed palm oil. 
With this mechanism, if the price of the three 
edible oils increases, the impact will not last 
long. This is because the impact will be 
neutralized (market clear) by the decrease in 
edible oil consumption and will be 
substituted with palm oil, which will be 
indicated by an increase in palm oil 
consumption. 

An interesting point was also revealed 
in the Santeramo (2017) study regarding the 
consumption behavior between edible oils in 
the United States and the European Union. 
These upper-income countries with the main 
vegetable oil consumed are soybean oil in 
the United States and rapeseed oil in the 
European Union. If the price of soybean oil 
or rapeseed oil increases, it will encourage 
an increase in imports of palm oil by the two 
countries. It also shows that the increase in 
palm oil imports also able to buffer 
increasing price of soybean oil or rapeseed 
oil. 

In other words, in the global edible oil 
market, palm oil acts as a buffer or damper 
to preventing excessive price increases for 
the other edible oils. This condition will be 
profitable for consumers, especially the poor 
people or lower-income people. The role of 
palm oil is due to its more competitive price, 
large volume, and stable supply throughout 
the year. It can be imagined that if palm oil 
with its role is not present in the global 
market, then the price of soybean oil, 
rapeseed oil, or sunflower oil will be much 
higher than the current price. The 
implication is that the poor or lower-income 
people in the world will find it difficult to 
consume edible oil. 

CONCLUSION 

Palm oil is a pro-poor edible oils that is 
characterized by the price of palm oil which 
is always lower than other edible oils, its 
own elastic price more inelastic, and its 
elasticity of income more elastic. 

In the global edible oil market, palm oil 
acts as a buffer or damper against excessive 
price increases for other edible oils. This 
condition very beneficial for the edible oil 
consumers in the world, especially countries 
with low-income levels or poor countries, 
cause they can afford it. This palm oil’s role 
of possible due to its more competitive price, 
relatively large volume, and stable supply 
throughout the year, as well as has 
substitute relationship with other edible oils.  
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