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RESUME 
 

 
Most of Indonesia's palm oil production for export-oriented, so the economic benefits that are felt 

are relatively lower because the price of palm oil (CPO and CPKO) is cheaper and there is no value-
added. Therefore, the Indonesian government began to intensively develop palm oil downstream by 
issuing various policies such as export taxes and tax incentives for domestic industry since 2011. 

The implication of these policies succed in encouraging the downstream development of palm oil 
in Indonesia. It can be seen from the change in the composition of exports of Indonesian oil palm 
products, which was dominated by exports of raw materials (CPO) in 2010, but then the export 
structure of Indonesian oil palm products in 2020 was dominated by exports of processed/derivative 
product of palm oil. The development of downstream also has implications for increasing the export 
value of palm oil products to reach USD 22.9 billion in 2020 and succeeded in bringing palm oil 
products as the main contributor to export foreign exchange in Indonesia's trade balance in amid the 
pandemic and economic recession. 

In addition to the increasing export value of palm oil products, exports of Indonesian palm 
products are of higher quality because they are dominated by downstream products and are produced 
by oil palm plantation centers which are spread across Indonesia and are based on people's businesses 
(farmers and MSMEs). This shows that the increasing foreign exchange of oil palm product exports has 
become a “fresh blood” injection for the national economy and is part of the solutions to achieve SDGs 
related to income growth, increased employment opportunities, and economic equity. 
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INTRODUCTION 

For a developing country such as 
Indonesia, the increase of the “blood flow” of 
the economy are one of the targets in 
economic management. It is necessary to 
inject "fresh blood" into the economy, one of 
which is through sustainable net exports so 
that it will create a bigger economic capacity 
to produce a greater and sustainable 
"economic cake". 

Indonesia is the largest producer and 
exporter of palm oil in the world. Based on 
data compiled by IPOA (2020), Indonesia's 
palm oil production in 2020 reaches almost 
52 million tons consisting of 47.4 million 
tons of CPO and 4.58 million tons of CPKO, or 
its production share of 62 percent of total 
palm oil production in the world (USDA, 
2021). And around 65 percent of Indonesia's 
palm oil production for exports to global 
markets. 

In addition to encouraging exports, the 
Indonesian Government has also intensified 
their efforts to encourage the development 
of domestic palm oil downstream since 
2011. The aims of downstream to make 
Indonesia no longer depend on exports of 
raw materials (CPO) which have lower value, 
as well as to increase value-added and create 
a greater multiplier effect and benefits for 
Indonesian economy. Therefore, the 
development of palm oil downstream has 
implications for changes in the composition 
of palm oil exports from the dominance of 
CPO to the more exports of palm oil-based 
processed products which have higher 
economic value. 

This article will discuss the 
development of Indonesian palm oil exports, 
especially in the last 10 years. Besides that, 
there will also be discussions related to 
changes in the export composition of palm 
oil products as a result of the downstream of 
domestic palm oil. 
 
 

DOWNSTREAM AND CHANGE IN THE 
EXPORT COMPOSITION 

In the history of the Indonesian palm oil 
industry, industrialization and international 
trade policies have various changes that 
have led to ups and downs of downstream 

development in the domestic markets. In the 
period before 1978, the Indonesian palm oil 
industry was more export-orientated, then 
changed to domestic market orientation and 
then returned to an export orientation after 
2000 (Tomic and Mawardi 1995; Sato, 1997; 
Sipayung, 2012). 

The downstream development of palm 
oil in this country significantly occurred 
after 2011. In general, the downstream of 
palm oil that is currently ongoing in 
Indonesia can be grouped into three 
downstream routes (Sipayung, 2018). First, 
the Oleofood Downstream Line (Oleofood 
Complex), which is the deepening of 
industries that process palm oil into refined 
palm oil and industries that produce palm 
oil-based products for food. Various 
downstream oleofood products that have 
been produced in Indonesia include palm 
cooking oil, margarine, shortening, ice 
cream, creamer, cocoa butter/specialty-fat, 
and others. 

Second, the Oleochemical downstream 
line (Oleochemical Complex), which is 
industries that process palm oil to produce 
products between basic oleochemicals to 
finished products. From this downstream 
line produce of basic oleochemicals are such 
as fatty acids, fatty alcohol, glycerin, to 
finished products (consumer goods) such as 
detergents, soaps, shampoos, and cosmetics. 
Third, the Biofuel Downstream line (Biofuel 
Complex), which is industries that 
process/use palm oil for energy products 
such as biodiesel (FAME) and bio-
hydrocarbons (green diesel, green gasoline, 
and green avtur). 

An important policy in the context of 
developing palm oil downstream in 
Indonesia during the 2011-2020 period is 
the export tax policy includes export duties 
and export levies (PASPI, 2020). The 
implementation of this policy instrument to 
support palm oil downstream, because the 
export tax for derivative products lower. As 
in Minister of Finance Regulation 191/2020 
concerning changes in the amount of export 
levies on palm oil products where the levy 
rates for raw materials (CPO and CPKO) are 
higher than the Processed Palm Oil (Refined 
Palm Oil and Refined Palm Kernel Oil) 
product, as well as the export tax for 
Processed Palm Oil products are higher than 
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the palm oil-based end products such as 
biodiesel. 

To accelerate the downstream, the 
Indonesian government also issued 
incentives for the downstream palm oil 
industry, such as reducing income taxes (tax 
allowance), granting tax incentives (tax 
holidays) for pioneer industries, 
Superdeduction Tax for R&D and Vocational 
Research, exemption of import duty for 
industrial capital goods, and the 

development of downstream oil palm 
industrial region that are integrated with 
port services. 

The implementation of various 
government policies in encouraging the 
development of downstream palm oil 
industry through the three routes has 
succeeded in bringing changes in the 
composition of Indonesia's palm oil exports 
(Figure 1).  

  
Figure 1. Changes in the Composition of Indonesia's Palm Oil Exports Due to Downstreaming in 

the 2011-2020 Period (Source: ITC Trademap, 2010 and BPS, 2020-processed) 
 
In 2010, the composition of Indonesia's 

palm oil exports was still dominated by the 
raw material product or Crude Palm Oil with 
a share of 57 percent, then followed by 
processed palm oil (38 percent), and palm 
oil-based products (5 percent). 

With the downstream which has been 
more intensive and consistently carried out 
since 2011, it has implications for a change 
in the composition of Indonesia's palm oil 
exports in 2020 which is dominated by the 
processed palm oil products with a share of 
67 percent, followed by the palm oil-based 
products (11 percent). Meanwhile, the 
export share of the raw material product 
(CPO) was only 22 percent. 

Changes in the composition of palm oil 
exports, which were previously dominated 
by CPO, then shifted to dominated by 
processed products indicating that the 
industrialization strategy in the form of the 
development of downstream domestic palm 
oil in Indonesia is considered quite 
successful. Apart from changes in the 
composition of exports, downstream palm 
oil also creates new value-added, generating 

income and job opportunities for the 
Indonesian economy. 

 
 

THE EXPORT PERFOMANCE OF 
INDONESIAN PALM OIL PRODUCT  

In the 2010-2020 period, the export 
volume of Indonesian palm oil products 
(including CPO and RPO, Crude and Refined 
PKO, biodiesel, and oleochemicals) has 
significantly increased, from around 18.8 
million tons to around 33.9 million tons. 
However, the share of exports towards 
production volume shows a decline, from 71 
percent to 65 percent. 

The export value of Indonesian palm oil 
(Figure 2) during the 2010-2020 period 
tended to fluctuate with increasing trend. 
The export value in 2010 was around USD 
16.3 billion and has an increase of 40 
percent in the next 10 years, so that its 
export value becomes USD 22.9 billion in 
2020. 
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Figure 2. Development of Indonesian Palm Oil Product Export Value in 2010-2020  

(Source: BPS, GAPKI processed) 
 
If we compared to the increase in the 

volume of palm oil exports about 80 percent 
in the 2010-2020 period, while the increase 
in the export value of palm oil products was 
not proportional. Although changes in the 
export composition of palm oil products 
during that period indicated the dominance 
of processed products, the average price for 
composite palm oil products that are 
exported decreased. 

The unit price export of palm oil 
products in 2010 reached USD 867 per ton, 
while in 2020 it was only USD 675 per ton. 
The difference in price between the palm oil 
product groups is also not very large. For 
2020, the unit price export for CPO is USD 
661 per ton, while the unit price export for 
processed palm oil products is USD 670 per 
ton and palm oil-based products (final 
products) is only USD 680 per ton. 

With this phenomenon, it is necessary 
to evaluate the deepening of palm oil 
downstream in the future, which is the 
downstream for produce palm oil-based 
products should be a priority development. 
Furthermore, the export tax policy by setting 
export tariffs between palm oil product 
groups needs to be redesigned to be more 
conducive for producing palm oil-based 
products (final products) that have high 
added value but still competitive in the 
global market. 

Regardless of the composition of 
exports, the export performance of palm oil 
products in 2020 succeeded in becoming an 
achievement. This is because the export 
value of palm oil products in that period 
reached USD 22.9 billion or around IDR 334 

trillion (PASPI, 2021). With this large export 
value, it has succeeded in bringing palm oil 
products as the main contributor to export 
foreign exchange in Indonesia's trade 
balance by beating the export foreign 
exchange generated by oil and gas products 
and mining products. With a large amount of 
foreign exchange for palm oil product 
exports, it becomes a “fresh blood” injection 
for the national economy amid the pandemic 
and economic recession. 

Theoretically (Palley, 2012, Kang, 2015, 
Murugesan, 2019), exports are a source of 
economic growth known as the export-led 
growth hypothesis. Exports promote 
economic growth through several 
mechanisms, namely: First, the Keynesian 
theory stated that exports are an injection of 
"fresh blood" for the economy. Through the 
foreign exchange multiplier mechanism, the 
export will generate domestic economic 
growth. Second, increasing foreign exchange 
from increased exports will increase the 
ability to buy (import) capital goods and 
modern technology from other countries, 
thereby increasing the capacity for economic 
growth. 

In addition to the increasing foreign 
exchange of palm oil products, the export 
perfomance of palm oil exports is currently 
getting better quality. This is due to: (1) the 
export of palm oil comes from plantations 
spread across more than 235 districts in 
Indonesia so that the increase in foreign 
exchange income from palm oil exports is 
also accompanied by an increase in income 
and job opportunities in palm oil plantation 
center region; (2) around 35 percent of 

 -

 5.00

 10.00

 15.00

 20.00

 25.00

2000 2005 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Nilai Ekspor 1.08 3.44 15.4 12.1 16.3 21.6 21.3 19.2 21.1 18.6 18.1 22.9 20.5 20.2 22.9

U
SD

 M
ili

ar
 



Downstream and the Change in the Export Composition of Indonesian Palm Oil 355 

@PASPI2021 

exported palm oil is produced from 2.5 
million smallholder oil palm farmers or 
Micro, Small and Medium Enterprises 
(SMEs); and (3) the export of palm oil is also 
dominated processed/derivative products 
produced by domestic downstream industry. 

In other words, the export perfomance 
of Indonesian palm oil not only generates 
foreign exchange but also becomes part of 
solution to achieve the goals of the 
Sustainable Development Goals (SDGs) 
which can be seen from their impacts 
onincome growth, increased job 
opportunities, and economic equality.  
 
 

CONCLUSION 

The downstream of palm oil in 
Indonesia has been intensively carried out 
since 2011. This has implications for 
changes in the export composition of 
Indonesian palm oil products. The structure 
of Indonesia's palm oil exports in 2010 was 
dominated by exports of raw materials 
(CPO) with a share of 57 percent. However, 
the downstream development of palm oil 
has made changes in the export structure of 
Indonesian palm oil products in 2020, which 
is shown by the increasingly dominant 
export of processed/derivative products 
with a 78 percent share, while the share of 
CPO exports was only 22 percent. 

In addition to changes in the 
composition of exports, the downstream also 
has implications for an increase in the export 
value of palm oil products from USD 16.3 
billion in 2010 to USD 22.9 billion in 2020. 
The greter of export value also better quality 
because it is dominated by 
processed/derivative products and 
produced by plantation which are spread 
across Indonesia and based on people's 
businesses (farmers and MSMEs). This 
shows that the increasing foreign exchange 
of oil palm product exports has become an 
injection of "fresh blood" for the national 
economy and part of solutions to achieve the 
SDGs. 
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