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Abstract 
Indonesia is a major producer of the world’s palm oil. The factors that can affect Indonesia’s palm oil exports must be 
identified. This study aims to determine Indonesian Sustainable Palm Oil (ISPO) policy, productivity, international price, 
and exchange rate effect partially and simultaneously on Indonesian palm oil exports. The study’s findings indicate that the 
variables of ISPO policy, productivity, international price, and exchange rate substantially affect the volume of Indonesian 
palm oil exports in 1995-2019. ISPO policy, productivity, and exchange rate positively and substantially affected 
Indonesian palm oil exports volume in 1995-2019. While the international price of palm oil has a significant negative effect 
on the volume of Indonesian palm oil exports in 1995-2019.  
Keywords: 32TPalm Oil, Exports, Indonesian Sustainable Palm Oil Policy, Productivity, International Price, Exchange Rate. 

1. Introduction 

 Indonesia and Malaysia are considered as the biggest producer of the world's palm oil, which redound around 85-90 
percent of total global palm oil output [1]. Palm oil has become Indonesia’s most essential commodity, calculated for 
around 11 percent of total national exports. These days, the demand for sustainable palm oil increases, the palm oil 
production must be environmentally friendly. Since 2009, the European Union, one of the largest importers of Indonesian 
palm oil, had a RED (Renewable Energy Directive) policy. This has resulted in a decrease in the volume of Indonesian 
palm oil exports to various countries in Europe [2]. Therefore, the Indonesian government made ISPO (Indonesian 
Sustainable Palm Oil) policy to control and certify Indonesian palm oil production from 2011 until now.  
 Besides the policy, other factors affect the exports of Indonesian palm oil. The first factor is production. When the 
production of palm oil increases, the supply to domestic and abroad increases, so does the exports of palm oil [3]. So that 
excess domestic production can increase, the volume will be exported. Price is one of the consideration factors in 
conducting exports and imports transactions. The price standards of a commodity can be seen from its international price. 
The law of supply states that the higher the price, the greater the producer’s commodity supply. As a result, the supply of 
palm oil exports might be affected by the worldwide price.  
 The exports of palm oil can also be influenced by the exporting country's exchange rate factor. In the free-floating 
exchange rate system that has been applied in Indonesia, the depreciation or appreciation of currency value will cause 
changes in exports and imports. The Mundell-Flemming model states when the foreign currency against the domestic 
currency rate appreciates, the price of goods abroad becomes cheaper than the price of goods at home, and this will cause 
exports to decrease and imports to increase. [4]. Meanwhile, this study utilizing the comparison between the domestic 
currency against the foreign currency or the Indonesian currency against the US’s currency (IDR/USD). On the contrary, 
when the Rupiah currency against the US Dollar currency rate appreciates, net exports will increase. If the US Dollar 
exchange rate becomes stronger, it tends to increase in Indonesian net exports. Because if the US Dollar currency becomes 
stronger, the overseas country will see the Indonesian palm oil is cheaper, so they decided to import from Indonesia.  
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2. Literature Review 

 ISPO certification which is part and member of the RSPO, will increase the volume of Indonesian palm oil exports 
because ISPO is mandatory to all palm oil producers in Indonesia. This is evidenced by research showing that the ISPO 
policy criteria mostly similar to RED criteria. Moreover, ISPO has a good effect on exports demand to the European Union 
[2]. In Aruan and Setiawina’s research (2019), palm oil production substantially affects Indonesian palm oil exports [5]. 
Irawan, H. (2018) research concluded that international palm prices had a substantial positive effect on the volume of 
Indonesian palm oil exports [6]. Maygirtasari, T. research (2015) asserts the IDR/USD exchange rate had a significant 
positive effect on the volume of Indonesian palm oil exports [7] 

3. Problem Formulation 

Hypothesis: 
i. ISPO policy, productivity, international price, and IDR/USD exchange rate simultaneously affect the volume of 

Indonesian palm oil exports on the world market from 1995 to 2019. 
ii. The volume increase of Indonesian palm oil exports after implementing the ISPO policy was adopted in 2011 than 

before the policy was implemented. 
iii. Productivity, international price, and IDR/USD exchange rate partially positively affect on the volume of 

Indonesian palm oil exports on the world market from 1995-2019. 

4. Research Methodology 

• Annual data report from formal institution about Indonesia palm oil exports, ISPO Policy, domestic total 
production, international price, and the Rupiah exchange rate against the US Dollar in the 1995-2019. 

• Fitting the model using F-test analysis. 
• 4 types of classical assumption test: normality test, multicollinearity test, autocorrelation test, also 

heteroscedasticity test. 
• Utilize the t-test for partial testing. 
• The test uses IBM SPSS Statistics 25 for Windows. 

5. Analysis Result  

 The RP

2
P value of the f-test is 0,967, which indicates that the independent variables: ISPO policy, productivity, 

international price, and exchange rate have a strong effect on the volume of Indonesian palm oil exports. This means ISPO 
policy, productivity, international prices, and the IDR/USD exchange rate affected the volume of Indonesian palm oil 
exports on the global market by 96.7 percent from 1995 to 2019, and the other 3.3 percent is affected by other variables not 
included in this study. The f test result indicates that the sig 0.00 is less than 5 percent, indicating that the variables of ISPO 
policy, productivity, international price, and exchange rate all have substantially affected the Indonesian palm oil export.  
 The normality test used a statistical test with the parametric Kolmogorov-Smirnov Test (K-S). The statistical value 
of Kolmogorov-Smirnov is 0.123 with a sig (2-tailed) value of 0.2, this value higher than 0.05. This indicates that the 
residual data is normally distributed and passes the normality test. The variant inflation (VIF) factor is utilized in the 
multicollinearity test, the number is lower than 10. The number for autocolleration test with Cocrane Orcutt method, it’s 
also meet the standart. So the residual not have multicollinearity and autocolleration tendency. 
 The significance probability value in this study findings is greater than 0.05, implying that there is lacks 
heteroscedasticity in the regression model. A regression test utilizing t-test indicates that the volume increase of Indonesian 
palm oil exports partially after implementing the ISPO policy in 2011. This is because Indonesian exporters are less quick 
to get information about palm oil prices on the international market than importers. As soon as they know that international 
palm oil prices are rising, delay their demand for palm oil imports from Indonesia. This influence happens because of the 
interaction between demand and supply for palm oil exports in the international market.  
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6. Conclusion 

According to the results of the findings and discussions, the following conclusions as follows: 
1) Simultaneously variable the ISPO policy, productivity, international price, and IDR/USD exchange rate substantially 

affect the volume of Indonesian palm oil exports from 1995 to 2019. 
2) The volume of Indonesian palm oil exports increased after implementing the ISPO policy in 2011 compared to before 

implementing the ISPO policy.  
3) From 1995 to 2019, the productivity and IDR/USD exchange rate have a partially positive and substantial effect on 

the volume of Indonesian palm oil exports. 
4) From 1995 to 2019, the international price has a partially negative and substantial effect on the volume of Indonesian 

palm oil exports. 
 

References 
[1] Indonesian Statistic Centre. (2019). Indonesian Statistic 2019. December. Indonesia Statistic Centre. Jakarta. Indonesia 

 
[2] Hia, A. V., & Kusumawardani, N. (2016). Indonesian sustainable palm oil (ISPO), a way to reach the European union renewable 

energy directive (EU RED) 2009 and boosting Indonesian palm oil market to European Union (EU) 2009-2014. AEGIS: Journal of 
International Relations, 1(1), pp. 1-21. 
 

[3] Komalasari, A. (2009). Analysis about plant layout in order to increase the production efficiency. Bandung: Widyatama University. 
 

[4] Mankiw, N. Gregory. (2009). Macroeconomic Theory. 7 P

th
P Edition. Jakarta: Erlangga. 

 
[5] Aruan, Y., & Djinar Setiawina, N. (2019). Analysis of Production, Exchange Rate, Prices on Palm Oil Exports and GDP in 

Indonesia 2013-2016. E-Journal of Economic Development Udayana University, 8 (12), pp. 3048- 3079. 
 

[6] Irawan, H. (2018). Analysis of factors that affecting Indonesian palm oil exports (1995-2015). Economics Journal, 1(1), pp. 1-15. 
 

[7] Maygirtasari, T. (2015). Factors affecting the export volume of Indonesia's crude palm oil (CPO). Journal of Business 
Administration, 25(2), pp. 1-8. 

 
 
 
 

http://www.ijiset.com/

