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RESUME 
 

In the global development platform, Sustainable Development Goals (SDGs), there are SDGs-1 (No 
Poverty). This show that global poverty is still a global problem. Globally, the poverty rate in 2020 still 
reaches 9.4 percent or around 733 thousand people living below the poverty line. Therefore, global 
stakeholders are still struggling to find solutions to overcome poverty, one of which is through the 
development of economic activities that have an impact on improving the economy of poor. 

The palm oil industry is considered becomes a solution to help reducing the global poverty 
through three pathways, i.e the plantation, the downstream palm oil in importer countries, and the 
consumption. 

Various studies showed that the development of oil palm plantations in the producer countries 
(1st pathway) can significantly contribute to reducing poverty (poverty alleviation). Meanwhile, 
downstream palm oil in the importer countries (2nd pathway) also has an important role in reducing 
poverty through job creation and income-generating. Meanwhile, through consumption (3rd path), 
palm oil is affordable edible oil for the poor due to lower prices. In addition, palm oil becomes a buffer 
that can prevent the price of soybean oil, rapeseed oil, and sunflower seed oil, so that the poor can 
consume these vegetable oils. 
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INTRODUCTION 

On the Sustainable Development Goals 
(SDGs), placing poverty alleviation goals as 
one of the global development goals 
contained in SDGs-1, namely No Poverty 
"End poverty its forms everywhere". This 
shows that poverty is still a global problem. 
The global poverty rate in 2020 still reaches 
9.4 percent. With a global population of 7.8 
billion people, it means that around 733 
thousand people are still living below the 
poverty line (World Bank, 2020). 

As part of the SDGs, reducing and global 
poverty alleviation requires a joint 
movement from all countries. The real role 
of economic, industrial, and corporate 
sectors in any field and anywhere must 
contribute to increasing income and global 
poverty alleviation. 

Contribution from economic sectors in 
helping to poverty alleviation can be in the 
form of job creation and income-generating 
where the poor community is located. In 
addition, produce affordable food for them 
to increase their purchasing power is also an 
important part of efforts to global poverty 
alleviation. 

The palm oil industry is expected to be 
part of the solution to reducing global 
poverty. The palm oil industry in every 
supply chain can generate income and 
produce affordable food for the poor 
community in the world. 

Theoretically, there are three pathways 
for how the palm oil industry can contribute 
to poverty reduction. First, through oil palm 
plantations in producer countries; Second, 
through downstream activities in palm oil 
importing countries; and Third, through the 
provision of affordable palm oil (low prices) 
so that can increase the poor’s purchasing 

power. This article will discuss how the palm 
oil industry contributes to reducing global 
poverty through these pathways. 
 
 

PLANTATION PATHWAY 

The top-5 largest palm oil producer 
countries in the world are Indonesia, 
Malaysia, Thailand, Nigeria, and Colombia. 
According to World Bank data (2020), there 
is still around 17 percent of the global poor 
who are in the top-5 palm oil producers. 
Therefore, the presence of oil palm 
plantations in producer countries is 
expected to be an important part of efforts to 
reduce global poverty (first pathway). 

Based on the PASPI study (2014) by 
taking a case study of oil palm plantations in 
Indonesia shows that oil palm plantations 
have an important role in poverty reduction. 
Increased production of palm oil (CPO) was 
followed by a reduction in poverty (Figure 
1). Every 10 percent increase in palm oil 
production leads to a poverty reduction by 
7.7 percent. 

Oil palm plantations also create job and 
business opportunities, so it can increase the 
income and purchasing power of the rural 
poor. In 2000, there were 2.5 million 
households in Indonesia that owned oil palm 
plantations with an area of about 2-25 
hectares. The income of smallholder oil palm 
is around 5-10 times higher than the income 
of non-palm oil farmers. It’s also confirmed 
by Edwards’s study (2019) shows that the 
rate of poverty reduction in oil palm centers 
districts is faster than districts without oil 
palm plantations.   
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Figure 1.  Increasing Palm Oil Production Able to Reducing Poverty (Source: PASPI, 2014).  

 
The role of the palm oil industry in 

poverty reduction is also found in the 
studies of Susila (2004), Susila and Munadi 
(2008), World Growth (2011), Gingold 
(2011), and Santika et al. (2011). The 
conclusions from these studies indicate that 
the growth of the palm oil industry can 
reduce poverty in both rural and urban 
areas. 

The role of oil palm plantations in 
poverty reduction is also significant in other 
palm oil producer countries (World Bank, 
2011) such as Malaysia (Ayodele, 2010), 
Papua New Guinea (ITS Global, 2012), 
Nigeria (Adobe et al., 2015) and Colombia 
(Porter, 2020). This shows that oil palm 
plantations have become one of the drivers 
of poverty reduction in palm oil producer 
countries.   

 
 

DOWNSTREAM PATHWAY IN 
IMPORTER COUNTRIES  

Apart from palm oil producer countries, 
the global poor also exist in palm oil 
importer countries. According to the World 
Bank (2020), of the 733 million poor in 2020 
are spread across several regions of the 
country, specifically around 59 percent in 
Africa, 11.8 percent in India, 13 percent in 

Pakistan&Bangladesh, and 5.7 percent in 
China. 

Africa, India, Pakistan, Bangladesh, and 
China are the palm oil importer countries 
with around 56 percent of the global palm 
oil imports made by these countries (USDA, 
2021). In palm oil importer countries, palm 
oil downstream become into food and non-
food products creates an "economic cake" in 
the form of job-creating and income-
generating which is expected to help the 
poor (second pathway). 

Based on the study of Europe 
Economics (2016) shows that palm oil 
downstream activities in importer countries 
can create job opportunities (direct, indirect, 
induced effect) for 2.3 million people (PASPI, 
2021a) with the distribution shown in Figure 
2.   

Of the total global job opportunities that 
are created, about 54 percent occur in 
importer countries where the poor exist, 
which are distributed in India (20 percent), 
Africa (7 percent), China (12 percent), and 
Pakistan & Bangladesh (5 percent). 

In addition to creating job 
opportunities, palm oil downstream in 
importer countries also generates income 
(direct, indirect, induced effect) of USD 32.8 
billion (PASPI, 2021b) with the distribution 
that is shown in Figure 3.   
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Figure 2.  Distribution of Job-Creation in Palm Oil Importer Countries  

 
Figure 3.  Distribution of Income-Generating in Palm Oil Importer Countries  

 
Most of the income generated are 

occurs in palm oil importer countries where 
the poor exist. The countries are Africa (13.5 
percent), India (16.7 percent), China (17 
percent), and Pakistan & Bangladesh (10.1 
percent). 

Not all of the job and income generated 
in these palm oil importer countries are 
directly enjoyed by the poor in these 
countries. However, considering that jobs 
and income-generating are a total multiplier 
effect, some of the benefits of the multiplier 
are also enjoyed by the poor, either directly 
or indirectly. 

Thus, to find out how much the benefits 
of multiplier income and jobs are enjoyed by 
the poor in palm oil importer countries, it is 
necessary to carry out further studies. These 
studies also be directed to determine the 
extent of the affordability of income and job 
creation due to the palm oil downstream 
activities for the poor in importer countries.   

 
 

CONSUMPTION PATH 

The third pathway is consumption 
shows the palm oil industry contributes to 
helping the global poor through the 
providing of affordable palm oil. Among the 

top-4 major vegetable oils in the world, palm 
oil is the most competitive vegetable oil 
making it affordable for the poor. 

So far, the price of palm oil has always 
been much cheaper than soybean oil, 
rapeseed oil, and sunflower seed oil. The 
price disparity of palm oil compares to other 
vegetable oils on the global market ranges 
from USD 100-200 per ton (PASPI, 2021c). 

This condition is beneficial for the poor. 
With a fixed nominal income, the volume of 
palm oil they can be consumed is greater. 
The lower price of palm oil also makes their 
budget allocation for palm oil consumption 
is relatively small, so they can allocate a 
larger budget for other needs. 

The results of the study by Kojima et al. 
(2016) show that the own-price elasticity of 
palm oil consumption in countries with an 
income below USD 1000 tends to be more 
inelastic than soybean oil, rapeseed oil, and 
sunflower seed oil. This means that if there 
is a change in the price of palm oil, the 
impact will not really affect the consumption 
of palm oil among the poor. 

On the other hand, the income elasticity 
of palm oil consumption in countries with an 
income below USD 1000 is very elastic, while 
the income elasticity of consumption of 
other vegetable oils is inelastic. This means 
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that if there is an increase in income for the 
poor or low-income people, the percentage 
increase in palm oil consumption will be 
greater than the percentage increase in 
income. 

The poor in the world also consume 
soybean oil, rapeseed oil, and sunflower seed 
oil. In these conditions, palm oil also plays a 
role in controlling the price of vegetable oil. 
The cheaper price of palm oil compared to 
prices of the other three vegetable oils, 
makes palm oil a buffer that can prevent the 
price of other vegetable oils from increasing 
excessively. 

The study of Kojima et al. (2016) also 
shows that palm oil consumption was 
positively related to soybean oil prices, 
rapeseed oil prices, and sunflower seed oil 
prices. If the price of soybean oil (or 
rapeseed oil, sunflower seed oil) increases 
makes global consumer consumption will 
shift to palm oil. With such a mechanism, the 
increase in the price of other vegetable oils 
will not last long because it can be 
neutralized (market clear) by a decrease in 
its consumption and then substituted by an 
increase in palm oil consumption. 

Santeramo’s study (2017) also reveals 
interesting facts regarding the consumption 
behavior between vegetable oils in the 
United States and the European Union. 
These two countries are included in the 
group of high-income countries with 
relatively high levels of consumption of their 
superior vegetable oils, namely 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 
increased imports of palm oil by them. 

The results of the study also show that 
the presence of palm oil globally can dampen 
excessive price increases for soybean oil, 
sunflower seed oil, and rapeseed oil. So that 
the vegetable oil importer countries where 
poor exist, can use their income to import 
other vegetable oils in a larger volume to 
meet their needs.  
 
 

CONCLUSION 

In 2020, the number of poor in the 
world around 733 million people spread 
across various countries. The global 

community is still struggling to find 
solutions to overcome poverty, one of which 
is through the development of economic 
activities that have an impact on improving 
the economy of the poor. The palm oil 
industry is considered to become a solution 
to help reduce global poverty through three 
pathways are plantation, downstream in 
importer countries and consumption. 

Various studies showed that the 
development of oil palm plantations in the 
producer countries (1st pathway) can 
significantly contribute to reducing poverty 
(poverty alleviation). Meanwhile, 
downstream palm oil in the importer 
countries (2nd pathway) also has an 
important role in reducing poverty through 
job creation and income-generating. 
Meanwhile, through consumption (3rd path), 
palm oil is affordable edible oil for the poor 
due to lower prices. In addition, palm oil 
becomes a buffer that can prevent the price 
of soybean oil, rapeseed oil, and sunflower 
seed oil, so that the poor can consume these 
vegetable oils. 
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