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RESUME 
 

 
The palm oil industry is showing its important role and contribution to Indonesia's trade balance. 

Apart from being exported, palm oil is also used to produce import substitution products is biodiesel. 
The performance of the palm oil industry, both through palm oil exports and its derivative products as 
an export commodity, as well as palm biodiesel production as an import substitution commodity, will 
affect the trade balance through the non-oil and gas trade balance and the oil and gas trade balance. 

Export foreign exchange from palm oil and its derivative products have had an important 
contribution to Indonesia's non-oil and gas trade balance for at least the last 10 years. Without palm 
oil exports, the non-oil and gas balance generally experiences a deficit. On the other hand, with the 
existence of palm oil exports, the non-oil and gas balance always surplus. 

Apart from palm oil exports, palm oil foreign exchange also comes from saving foreign exchange 
due to the role of biodiesel as import substitution commodities of fossil diesel. Savings foreign 
exchange from import substitution of biodiesel can reduce the oil and gas balance deficit. The 
contribution of palm oil foreign exchange from import substitution and exports contributed to 
Indonesia's trade balance surplus. 

The existence of the palm oil industry has also been increasingly tested in 2020, when a pandemic 
and economic recession occurred globally including in Indonesia. With palm oil foreign exchange, the 
non-oil and gas balance surplus is getting bigger and the oil and gas balance deficit is getting smaller. 
This condition caused Indonesia's total trade balance to experience a surplus of USD 21.7 billion, 
where this surplus was the highest record that ever achieved by Indonesia's trade balance. The greater 
contribition of palm oil is not only beneficial for economic stability but also has a greater multiplier 
effect for the domestic economy. 
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INTRODUCTION 

The trade balance is one of the most 
important targets in macroeconomic 
management. The stability of the trade 
balance reflects the stability of the economy 
as a whole. 

Since Indonesia's status changed from 
being a petroleum exporter to a net 
importer, efforts to encourage non-oil and 
gas exports have become the target of 
national economic management. The deficit 
in the oil and gas trade account which is 
increasing every year requires an increase in 
the trade balance surplus from the non-oil 
and gas trade account. In this context, an 
increase in export foreign exchange is very 
important because it will have implications 
for the stability of the trade balance that will 
affect economic growth. 

The importance of trade balance surplus 
makes each country developing sectors that 
produce commodities both export 
commodities and import substitution 
commodities. Both commodities will lead to 
an improvement in the trade balance. 

Indonesia is the world's largest 
producer and exporter of palm oil. Palm oil 
exports are very important to the Indonesian 
economy (World Growth, 2011; Riffin, 2012; 
Edward, 2019; Riffin et al., 2020). Apart from 
being exported, palm oil is also used to 
produce import substitution products, 
namely biodiesel. The export performance of 
palm oil and its derivative products as 
export commodities and palm biodiesel 
production as import substitution 
commodities.  

This article will discuss the contribution 
of palm oil exports to Indonesia's trade 
balance from year to year, especially the 
non-oil and gas trade balance. Then, this 
article will also discuss how the contribution 
of palm biodiesel as an import substitution 

product affects the oil and gas sector 
balance. 
 
 

PALM OIL EXPORTS AND NON-OIL & 
GAS TRADE BALANCE 

Since 2000, the trade policy for the palm 
oil industry has been export-oriented. This 
export-oriented policy was able to create the 
volume and value of palm oil exports that 
continued to increase. This is confirmed by 
BPS regarding exports of palm oil and 
derivative products for the last 20 years. The 
export value of palm oil has increased quite 
significantly from USD 1.08 billion in 2000 to 
USD 16.3 billion in 2010 and then continues 
to increase to around USD 23 billion in 2020. 

The increase in the export value of palm 
oil further increases its contribution to the 
non-oil and gas trade balance (PASPI, 2017). 
In the last 10 years, the contribution of palm 
oil has significantly affected the performance 
of Indonesia's oil and gas trade balance 
(Figure 1). 

To know how much the contribution of 
palm oil foreign exchange on the non-oil and 
gas balance can be seen from net trade with 
and without (ex) palm oil foreign exchange. 
In the period 2010-2020, only 3 years (2010, 
2011, and 2020) in which the non-oil and 
gas balance without (ex) oil palm export 
foreign exchange experienced a surplus. 
Regardless of these years, the non-oil and 
gas trade balance without (ex) palm oil 
always experiences a deficit. 

If we take into account palm oil foreign 
exchange on the non-oil and gas balance, it 
shows that the non-oil and gas balance with 
(inc) palm oil export foreign exchange 
always experiences a surplus. Thus, it is 
quite clear that the contribution of palm oil 
exports makes the non-oil and gas trade 
balance always surplus. 
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Figure 1.  Contribution of Palam Oil Export Foreign Exchange on Non-Oil and Gas Trade 

Balance during 2010-2020 (Source: BPS, data processed by PASPI) 
 

A non-oil and gas balance surplus in the 
context of Indonesia is indispensable to 
reduce the deficit of trade balance sheet that 
has been occured since 2004. So that the 
leakeges of economic “blood flow” does not 
occur. 
 
 

BIODIESEL AS IMPORT SUBSTITUTION 
IN OIL AND GAS BALANCE SAVINGS 

In addition to the export promotion 
strategy for palm oil and its derivative 
products, Indonesia is also implementing an 
import substitution strategy by producing 
palm oil-based import substitution products. 
One of these products referred to is palm 
biodiesel (Fatty Acid Methyl Ester/FAME) to 
replace imported fossil diesel. The 
substitution of imported diesel with 
biodiesel is intended to reduce dependence 
on diesel imports that is expected to 
improve the oil and gas balance that has 
always been in deficit since 2004. 

The development of palm biodiesel and 
policies for domestic use has been started 
since 2006 (Sipayung, 2018) with a new 
domestic biodiesel consumption of around 5 
thousand liters. Meanwhile, the new 
mandatory biodiesel policy began in 2009 
with B-1 (blending rate of diesel fuel with 

biodiesel of 1 percent) which then continued 
to increase to B-20 with a blending rate of 20 
percent in 2018-2019. 

The benefits of the B-20 can save fossil 
diesel by 3.75 million kiloliters in 2018 and 
continue to increase to 6.4 million kiloliters 
in 2019. Savings in foreign exchange (import 
substitution) that occurred as a result of the 
B-20 reached USD 1.9 billion in 2018 and 
increased to USD 3.04 billion in 2019. The 
Indonesian Government is also strongly 
committed to implementing the B-30 in 
2020 which has implications for the 
increased savings in foreign exchange 
imports of USD 3.3 billion. The foreign 
exchange savings from replacing imported 
fossil diesel with biodiesel produced 
domestically can be referred to as import 
substitution foreign exchange. 
 
 

INDONESIA'S TRADE BALANCE 
DURING THE PANDEMIC IN 2020 

Even in the midst of the Covid-19 
pandemic and the sluggish global economy, 
the palm oil industry has succeeded in 
proving its existence in the national 
economy. One proof of this can be seen from 
its contribution to Indonesia's trade balance 
in 2020 (Figure 2). 
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Figure 2. Role of Palm Oil Export Foreign Exchange and Import Substitution in the Indonesian 

Trade Balance period January-December 2020 (Source: BPS, Aprobi's data processed 
by PASPI) 

 
Palm oil foreign exchange, both from 

exports of palm oil and its derivative 
products, as well as foreign exchange savings 
(import substitution) affects trade balance 
every month (PASPI, 2021). Palm oil and its 
derivatives export foreign exchange affects 
the non-oil and gas trade balance. 
Meanwhile, foreign exchange savings 
(import substitution) affects the oil and gas 
trade balance. 

From January to December 2020, the 
export value of Indonesian palm oil reached 
USD 22.9 billion. Meanwhile, the foreign 
exchange savings or import substitutions 
due to the B-30 reached USD 3.3 billion. If 
there were no palm oil exports, the non-oil 
and gas trade balance would only enjoy a 
relatively small surplus of only USD 4.7 
billion in 2020. With the existence of palm 
oil exports, the non-oil and gas trade balance 
surplus will enjoy a bigger surplus reaching 
USD 27.7 billion. 

Meanwhile, in the oil and gas trade 
balance, if there were no savings foreign 
exchange from the B-30, the oil and gas trade 
balance in 2020 would experience a deficit 
of USD 8.6 billion. With the existence of the 
B-30, although still experiencing a deficit, the 
oil and gas sector deficit can be reduced to 
only USD 5.9 billion. 

The contribution of the palm oil 
industry in both exports and import 

substitution has made Indonesia's trade 
account better. If there were no palm oil, 
Indonesia's trade balance in 2020 would 
experience a net trade deficit of USD 3.8 
billion. However, with the contribution of 
the palm oil industry, Indonesia's trade 
balance surplus is greater, reaching USD 
21.7 billion. This is the highest record ever 
achieved by Indonesia's trade balance. Not 
only that, but palm oil commodity is also 
listed as the main contributor to Indonesia's 
trade balance in 2020 by beating the 
contribution from the oil and gas sector and 
the mining sector. 

The trade balance surplus is one of the 
sources of economic growth through various 
mechanisms (Kang, 2015; Murugesan, 
2019). Two of them are: First, as with 
Keynesian theory, net exports are an 
injection of "fresh blood" for the economy. 
Through the foreign exchange multiplier 
mechanism, it will generate domestic 
economic growth. Second, an increase in 
foreign exchange earnings from an increase 
in net exports increases the ability of a 
country to purchase capital goods and 
modern technology from other countries. 
This in turn increases the capacity of the 
economy to produce a greater "economic 
cake". 

Thus, the trade balance surplus, which 
is largely contributed by foreign exchange 
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from palm oil is not only beneficial for 
economic stability but also has a broad 
multiplier effect on the domestic economy. 
However, regarding the extent of the 
multiplier impact of the trade balance 
surplus on the economy, it is necessary to 
investigate further. 
 
 

CONCLUSION 

Export foreign exchange from palm oil 
and its derivative products have had an 
important contribution to Indonesia's non-
oil and gas trade balance for at least the last 
10 years. Without palm oil exports, the non-
oil and gas balance generally experiences a 
deficit. On the other hand, with the existence 
of palm oil exports, the non-oil and gas 
balance always surplus. 

Apart from palm oil exports, palm oil 
foreign exchange also comes from saving 
foreign exchange due to the role of biodiesel 
as import substitution commodities of fossil 
diesel. Savings foreign exchange from import 
substitution of biodiesel can reduce the oil 
and gas balance deficit. The contribution of 
palm oil foreign exchange from import 
substitution and exports contributed to 
Indonesia's trade balance surplus. 
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