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To the President’s credit, he did state that, if you don’t present an
alternative for people whose jobs depend on palm oil, they will
ignore you. This is true, but what he either does not know or does
not recognise is that for many of Malaysia’s thousands of
smallholders, these aren’t just “jobs”. These are young, fledgling
businesses that new entrepreneurs have been able to start because
they own productive farmland. Surely the President of the US –
home of ‘life, liberty and the pursuit of happiness’, and thousands of
family farms across key states like Iowa – would understand this.

Intrusion into the palm oil industry
The visit to Malaysia in April by US President Barack Obama
drew significant interest – and rightly so. The US is looking to
expand its relations with Malaysia; yet, there was one comment
by the US President that was deeply disturbing.
He said: “In Indonesia and Malaysia, what you’ve seen is huge
portions of tropical forests that [are] … just being shredded
because of primarily the palm oil industry. And there are large
business interests behind that industry.” He then went on to ask
how we can preserve those forests while using “a different
approach to economic development”.
The comment raises three key questions for a developing
country like Malaysia:
• Is the President aware that when he says “palm oil industry”,
he also means “agriculture and food production”?

President Obama’s seemingly simplistic attitude toward palm oil
is indicative of the gap between the perception of the palm oil
industry in the West and the complexities on the ground in
developing countries. It is also indicative of the ongoing need for
education by Malaysia and other palm oil-producing nations on
the social and economic dividends that palm oil provides.
The ‘No Deforestation’ campaign being deployed by The Forest
Trust and Greenpeace is a good example. Major companies such
as Unilever, Procter & Gamble and Johnson & Johnson have
signed on to commitments that promise ‘deforestation free’ and
traceable palm oil in their products. Their incentive is
straightforward: it’s an easy slogan that Western consumers and
campaigners will like. For the Western media, ’No Deforestation'
sounds enticingly simple.
But the slogan leaves out the complexities. Unilever estimates that
around 80% of the smallholders that it purchases palm oil from
would be ‘culled’ from its supply chain as a result of the new policy.
There are real losers from the new TFT/Greenpeace policy: and
they are thousands of small farmers in Malaysia and elsewhere.

• Is he aware that when he says “there are large business
interests”, that there are the equal or greater interests of
smallholders and family farmers?
• Is he aware that there is a clear trade-off between forest
preservation and economic development, especially for many
smallholders?
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The complexities are also historical. Deforestation has gone
hand in hand with economic development. ‘Forest
transition’ – when a subsistence society deforests as it
grows, then gradually reforests as it industrialises – is
generally accepted.
Forest historian Michael Williams puts this into context. Between
1700 and 1920 approximately 82 million ha of forest were lost
across North America (read: the US). Cropland area went from
3 million ha to 179 million ha over that period. In Europe, where
industrialisation took place earlier, 25 million ha of forest were
lost between 1700 and 1850, while cropland doubled from 67
million ha to 132 million ha (see chart below).

The Malaysian Sustainable Palm Oil certification standard is a
new, government-mandated model that will sit alongside
voluntary and other schemes. It will succeed by remaining

In both cases the deforestation rate is higher than current FAO
estimates of deforestation in Indonesia – generally considered
the highest deforester in Southeast Asia. In both cases, a
significant amount of forest switched to agriculture. This was the
Western growth model.

So many non-Malaysian actors have attempted to manipulate
the country’s palm oil industry – and therefore its national
interests – for political and financial gain. President Obama
should not join this chorus. We can only hope he tries seeing
things through Malaysian eyes on his next visit – particularly if
he’s interested in a broader relationship.

Western politicians and companies that bow to campaign
demands now need to recognise that an ‘alternative economic
development model’ needs to be real and workable.
Palm oil certification – which has
for the most part been
dismissed by major
campaign groups –
deals with these
complexities.

6
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impartial and apolitical, and putting people first. It is not an easy
slogan but a well-designed solution. It provides a real answer as
to how to ensure social, economic and environmental
dividends.

Dr Yusof Basiron
www.ceopalmoil.com

Comment

The National Association of Smallholders, Malaysia (NASH) –
the trade association that represents the interests of the more
than 300,000 oil palm farmers – has come up with a video
disputing US President Barack Obama's comments on the
Malaysian palm oil industry.
His remarks were made during a three-day official visit to
Malaysia in April, at a town hall session with youth leaders from

FACT: Only 15% of the land area is planted with oil palm.

Southeast Asia.
Today, small farmers cultivate oil palm on holdings ranging in size
The video, entitled ‘A Message from Malaysia's Small Farmers

between 4 and 40 ha, contributing to the more than 18 million

to

tonnes of palm oil exported every year.

President

Obama’,

can

be

accessed

at

https://www.youtube.com/watch?v=M5e0JVizak4
Small farmers have played a major role in poverty reduction in
NASH took the opportunity to share facts on Malaysia’s oil palm

Malaysia, and in improving the prosperity of rural communities.

oil industry:
Malaysia's small farmers are a robust and diverse group of
FACT: Malaysia is keeping its promise made at the Rio Earth

individuals. They play an integral role in the success of the

Summit in 1992 to maintain at least 50% forest cover. According

industry, which contributes RM53 billion (US$16.57 billion) to

to the UN FAO, 62% of the land area is under forest cover.

Gross National Income.

NASH
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or the third consecutive year, vegetable oils, and

F

‘behavioural taxation’ in France. The ‘behavioural tax’ conforms

specifically palm oil, are becoming a major topic in the

to a long-established principle in French law and policy-making

political and media conversation in France. Socialist

known as the ‘precautionary principle’.

introduction of new and different taxes that would affect palm

This can best be described as the application of laws and

oil’s position in the French marketplace.

regulations in order to guard against a perceived or potential

politicians are again preparing campaigns calling for the

concern (rather than an actual, or measurable, concern). The
This fresh threat is led by Senator Yves Daudigny, a Socialist

precautionary principle is written into the French Constitution,

politician who represents a geographic area of France that is

and so holds a strong influence over political life in Paris.

well-known for rapeseed production. He sits on the Social
Affairs Committee of the Senate, which addresses matters of

One recommendation in the report is that the tax on

health and nutrition.

vegetable oils should be changed – with that on palm oil rising
in comparison to other oils. The change is hidden behind

8

A recently published report, authored by him and colleague

language described by the Senators as ‘tax harmonisation’ for

Senator Catherine Deroche, examines the issue of

vegetable oils.
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However, the report clearly singles out palm oil: the intention

The timing of the report is not an accident. Health Minister

of ‘harmonisation’ is clear. This is justified by Senator Daudigny,

Marisole Touraine is preparing a Health Bill, which will

firstly through claims that palm oil is ‘harmful’ to health; and

outline substantial new legislation in the field of health –

secondly, through claims that palm oil is currently taxed at a

including in relation to nutrition. Senator Daudigny’s report

significantly lower level.

is timed to influence the drafting of the Minister’s report.
French media have already reported that Senator Daudigny

Neither claim stands up to scrutiny. It has been recognised by

expects the Minister to include his proposal for a higher tax

scientists, nutrition experts and food companies across the

on palm oil.

world that palm oil is not harmful to health, but plays a
valuable role in food formulations – notably as a replacement

This new effort is part of a longer trend of protectionist

for dangerous trans fats in many products. This has helped to

measures that have been aimed at hurting palm oil in

improve the nutritional make-up of many foods. Scientists and

France. In 2012 and 2013, French Senators – led by the

experts in France have been prominent among those

same Senator Daudigny – had proposed what came to be

explaining this fact. Senator Daudigny should be aware of it by

dubbed the ‘Nutella Tax’. It would have led to a 300% tax on

now.

palm oil.

His numbers also seem to be inaccurate: according to the

Palm oil-producing countries reacted strongly, with many

publicly-available French tax code, olive oil and rapeseed oil

Malaysian companies, small farmers and officials

are taxed at a lower level than palm oil. Surely, then, any true

objecting in the strongest terms. French writers,

‘harmonisation’ would result in the tax on palm oil being

economists and food companies also strongly opposed

lowered?

the idea, pointing out that palm oil is a healthy, high-
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quality ingredient that is essential

advertisements. The Commercial Tribunal of

for many food products in France

Paris ruled that the advertisements were a

and across the world.

denigration, and should be taken down.

In the aftermath of that controversy,

The anti-palm oil labels have now spread

then French Prime Minister Jean-Marc

beyond the borders of France, to include

Ayrault travelled to Malaysia last year. He

some major producers and supermarkets

was under pressure to demonstrate that

in Belgium.

the French Government would retain
friendly relationships with Malaysia, and

The labels that criticise palm oil may

would not support discriminatory taxation

be controversial, however. A new EU food labelling

that would affect hundreds of thousands of Malaysian

regulation comes into play in December 2014, and will

smallholders and their families. He promised, in a public

become the new law across all 28 member-countries. Just as

statement made in Kuala Lumpur, that the French

the judge in the Paris Commercial Tribunal previously ruled

Government would not support new taxes on palm oil.

against the anti-palm oil campaigns of Systeme U, so there

The question now is whether or not this promise will be

may be other French companies using the anti-palm oil

kept.

labels that would be in breach of the new EU Regulation.

Senator Daudigny has attempted to find new angles for

Putting aside the legal issues, the labels criticising palm oil

his crusade against palm oil. The latest justification is tax

clearly do not have any basis in fact. Products ‘without palm

‘harmonisation’ but the reality will hur t expor ts by

oil’ could easily be more harmful to consumers’ health – for

Malaysian businesses and small farmers. It is clear that

example if the product contains partially-hydrogenated oils,

this is the ‘Nutella Tax’ rehashed, and it is clear that the

which contain trans fats. The misleading and inaccurate nature

same protectionist and discriminator y sentiments lie

of the labels is clear: it is an attempt to claim that ‘without

behind it. The French Government should not suppor t it,

palm oil’ products may be better or healthier, although this is

and the palm oil community will surely also make its

simply not credible.

voice heard.
Both the tax proposal and the labelling move represent a
Negative labels

challenge and threat to the palm oil industry. The original

The attempts to raise the tax on palm oil is not the only

‘Nutella Tax’ lost twice in a vote in the French Parliament, and

source of concern for the industry in France. Several French

it lost for a good reason: it was a bad idea that would have

companies continue to promote labels that declare their

been harmful and unjust. For the same reason, the new

products to be ‘without palm oil’. This practice is a concern, as

taxation attempt deserves to fail – as does the ‘no palm oil’

it puts forward an unjustly negative image of palm oil in the

label.

minds of consumers.
In December 2012, African palm oil producers from the Ivory
Coast had successfully challenged French supermarket
Systeme U for using anti-palm oil messages in food labels and

10
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A

lthough among the world’s
largest producers of oilseeds,
China continues to rely on

imports to meet its surging demand for
vegetable

oils, including

palm

oil.

Domestic

oilseed

production

has

hovered around 50 million tonnes since
2008/09 (Figure 1), mainly involving
soybean, rapeseed, cottonseed and
groundnut.
For the period 2013/14, China expects
to produce 49.16 million tonnes of
oilseeds. This, however, will be the
lowest output since 2008/09, mainly
due

to

declining

production

of

soybean, rapeseed and cottonseed.
Land scarcity and competition from

In the 1990s, the government realised

date. But with stagnating growth in local

grain crops, as a result of better price

that the demand for meat would increase

oilseed production, crushing plants have

suppor t from the government, have

in tandem with economic growth and

come to rely heavily on imports (mainly

led some farmers to stop planting

affluence of consumers. It therefore

the cheaper soybean) for oil and meal

soybean and rapeseed. Poor weather

supported the domestic supply of meat.

production.

conditions

the

Soybean meal is the main source of

cottonseed output in the current

protein in animal feed, resulting in a huge

The initially lucrative crushing margin

marketing year.

crushing capacity of 139 million tonnes to

attracted many investors to set up plants.

have

affected
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The latest target is to cut the soybean
crushing capacity to 95 million tonnes by
next year.
As a by-product of crushing, soybean oil
overtook rapeseed oil in 2003 as the
major vegetable oil produced and
consumed in the country (Figure 3). It is
relatively more affordable than other
types of vegetable oils available in the
consumer market.
Impact on palm oil imports
Domestic demand for oils and fats has
grown at an average compound rate of
5.6% since 2000. Hence, China remains
dependent on imports to fill the gap
(Figure 4). When China acceded to the
World Trade Organisation (WTO), palm
oil imports rose to a record high of
68.2% in 2006. Subsequently, import
growth has dwindled, as seen in the
compounded

annual

growth

rate

(CAGR) of 15.6% from 2002-07 and
1.7% from 2007-13. The import share of
palm oil against other oils and fats has
remained below 60% since 2007. It
accounted for 57.7% in 2013.
Lower intake of palm oil may be an
indication that applications for the
commodity have reached the optimal
level in China. Another possibility is the
slowdown in economic growth, as GDP
However, over-capacity has caused a thin

restricted foreign investment in new

has dropped from double-digit to

or even negative crushing margin in recent

capacity in crushing as well as in the oil

single-digit figures since 2008. The

years. As a result, small and inefficient

processing sector. It is also mulling

CAGR of overall oils and fats demand

plants operate only whenever there is a

measures to consolidate and restructure

from 2002-07 has halved from 7% to

margin. The government has since

the industry to make it more efficient.

3.8%.

12
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The building up of palm oil stocks by
China has added pressure on buyers.
The stock level increased significantly at
the end of 2011 and peaked at 1.54
million tonnes in mid-April 2013, a
volume that could serve as a buffer for
three months. This has since dropped,
but has remained above 1 million tonnes
to date this year.
The high stock situation may be
attributed to the use of palm oil imports
as a tool to obtain credit financing for
other

activities, such

as

property

development. Since the financial crisis of
2008, the government has been aware
that some industries are experiencing
over-capacity or over-supply. With this in
mind, it cut back on credit facilities to the
property sector. However, palm oil credit
was then used to finance property
development.
As the palm oil was sold at a discount
for immediate cash to provide credit to
the property sector, traders were found
to be slowing down imports if the
discount of the market price widened
against the landed cost and vice versa.
Now that the proper ty market is
experiencing serious over-supply and its
demand for credit has reduced, the
impor t of palm oil has also been
affected (Table 1).
The use of RBD palm olein has grown

added tax on CPO, RBD palm olein and

(Figure 6), followed by RBD palm stearin.

higher after the government liberalised

RBD palm stearin against other palm

RBD palm olein is mainly used in the food

the import of palm oil upon accession to

fractions. RBD palm olein accounts for

processing and catering sectors, with

the WTO, and imposed a lower value-

close to 80% of the palm oil imports

some being channelled into blended

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.11 ISSUE 2, 2014
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cooking oil. RBD palm stearin is mainly
used in oleochemicals and solid fats.
The world economy is recovering, but at
a slow pace. This has had a huge impact
on China’s economy, as export earnings
are

the

main

economic

driver.

Nonetheless, the government is trying to
sustain economic activities through
reform and by encouraging higher local
consumption in order to lessen reliance
on the export market. For this year, it is
targeting GDP growth of 7.5%.
Chinese demand for oils and fats is
expected to remain strong as these are
essential items to consumers. High
protein demand will ensure the growth

oil imports will be affected but without

ingredient in the food industry – which

of soybean oil production, thereby posing

any significant decline this year. This is

itself is very stable.

a challenge to palm oil. Should the

because overall demand for palm oil

Desmond Ng

property market scenario worsen, palm

remains intact, as it is a preferred

MPOC Shanghai
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China’s per capita annual gross income
has reached RMB28,558 or US$4,609,
and the Chinese are the 10th highest
income earners in the Asia Pacific and
Australasia region. It is projected that,
with economic progress, their per
capita gross income will see a hike of
180% in real terms from 2014-30.
The improved income is closely
associated with urbanisation. From
40.5% in 2003, the urban population
has increased to 52.6% (Figure 2).
However, there is still a vast gap
between the income levels of the
urban and rural populations, and this is
widening from year to year (Figure 3).

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.11 ISSUE 2, 2014
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Food accounted for close to 40% of
purchases in 2012. Furthermore, lunch or
dinner remains one of the important
avenues to strengthen relationships
between

friends,

family

members,

business associates and government
officials. The second-highest category
among

urban

transportation

residents
and

was

communication,

which accounted for 15% of their
expenditure. However, this category only
accounted

for

11%

among

rural

residents, for whom expenditure on
housing/property was the second-highest
item at 18% or double that in urban
areas, due to a price surge over the last
10 years. The third-largest item for urban

16
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residents

was

on

education

and

recreational activities, at 12%; only 8% of
the expenses of rural dwellers were
channelled to such needs.
A common scenario is that intake of food
items is better distributed among urban
dwellers compared to their rural
counterparts. Urban eating habits have
changed with improved incomes and
lifestyles, and now lean towards meat,
seafood and milk products.
Grain consumption is higher in rural
areas, as is the intake of vegetable oils.
This is because it has become harder to
obtain animal fats, while the improved
income

level

has

created

better

awareness of health among residents.
Oils and fats consumption
Consumption of oils and fats has
continued to increase. With media
coverage of the health benefits of
premium vegetable oils, consumers are
becoming aware of these products and
are more willing to buy them despite the
higher price.

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.11 ISSUE 2, 2014
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The popularity of lower-priced soybean
oil and blended oil has fallen due to
concerns over the use of genetically
modified soybean and low-quality oil,
according to trade sources. The poorer
perception of blended cooking oil is due
to its relatively lower price compared to
that of pure vegetable oils – there is a
general mindset that equates ‘cheaper’ to
‘poor quality’.
The government’s food safety regulations
are boosting sales of packaged oils, as
there is a ban on the sale of unpackaged
oils and fats in many areas. A string of
food safety crises has resulted in a
growing number of consumers and foodservice

outlets

recognising

the

importance of buying packaged products
from well-known companies.
Of the vegetable cooking oils sold in
consumer packs, blended vegetable
cooking oil accounted for the biggest
market

share.

Nevertheless,

some

consumers have been influenced by the
advertisement of premium cooking oil,
such as sunflower and olive oil, both of
which are not traditionally used in
Chinese cooking. As such, there has been
a constant but marginal shift from
consumption of blended cooking oil to
premium products (Table 2).
In terms of retail distribution, oils and fats
products

are

mainly

sold

via

supermarkets and grocery retailers. In
major cities, the preference is to purchase
cooking oil from hypermarkets (Table 3).

18
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The emerging Internet retailing channel
offers new growth opportunities for
companies. Online purchases were likely
to account for only 1% of retail value
sales in 2013, but are expected to
expand to 8% by 2018 to meet the
demand for convenience among urban
professionals.

Desmond Ng
MPOC Shanghai
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China extends value-added tax policy to soybean
The Ministry of Finance and State Administration of Taxation have
extended China’s free value-added tax policy to the domestic
soybean sector with effect from May 1. Up to then, the policy had
only applied to grain production.
Source: http://www.oilcn.com/article/2014/05/1_60507.html

Jump in China’s soybean imports
Oil World reports that China's soybean import volume increased to 7.17 million tonnes in April, 61% higher year-onyear. This pushed up the total soybean import volume to 42.9 million tonnes for the period October-April, compared
to 32.1 million tonnes previously.
Source: http://www.oilcn.com/article/2014/05/1_60907.html

.

Target minimum price for soybean in China
Under a new soybean price subsidy policy, the government will give
out subsidies to soybean farmers whenever the market price dips
below the target minimum of RMB4,800 per tonne this year. The
minimum price will help maintain the acreage under soybean in the
north-east region. This policy will also help the crushing and
processing sectors to enhance their management and operation skills.
Source: http://www.oilcn.com/article/2014/05/1_60573.html

China’s food consumption to rise
The State Council’s Development Research Centre has estimated that China’s urban population will stand at about
1 billion by 2030, or close to 300 million more than in 2013. Urbanisation will also push up grain and food
consumption by 20%, hence offering tremendous business opportunities for food companies.
The Ministry of Agriculture expects the national dietary structure to
continue improving as a result of industrialisation and urbanisation.
China may therefore require an additional 10 million tonnes of
grain, 800,000 tonnes of meat and 400,000 tonnes of edible oil
annually in the future.
Source: http://www.oilcn.com/article/2014/05/1_60803.html

20
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Global Oils & Fats Business, a quarterly news magazine with a circulation
of 25,000 copies worldwide has been reporting on the oils and fats
industry since 2004 and continues to inform decision makers, regulators,
health professionals and those involved in the oils and fats business on key
issues widely discussed in the industry.
The magazine covers developments in sustainability, nutrition, regional
markets, branding and technology. It presents key opportunities and
strategic challenges that exist in building a successful business globally in
new and developing markets.
The Global Oils & Fats Business Magazine helps you to reach a worldwide
audience through a distribution network that reaches the six major
regions.
For details on advertising rates or to place an advertisement, please e-mail
Advertising Sales - razita@mpoc.org.my or call 603-78064097/ Fax 60378062272.
Download a copy of the GOFB at www.mpoc.org.my

Comment

The Roundtable on Sustainable Palm Oil (RSPO) met in London

health properties are also often overlooked – it has been

in early June for its annual conference. Malaysia is one of the

credited by leading nutritionists with reducing dangerous trans

world's largest palm oil producers, and many Malaysian

fats in the Western diet (palm oil is a perfect, and much healthier,

companies are long-serving members of the RSPO, which was

replacement).

founded by the environmental NGO, the Worldwide Fund for
Nature.

The most important socio-economic fact about palm oil, though,
is the presence of small farmers, such as the 300,000 in Malaysia

The positive case for palm oil is, unfortunately, little known in

alone. Small farmers represent almost 40% of the oil palm land

Britain. The fact that oil palm is the most productive, and most

in Malaysia – the industry is made up of a happy blend of larger

land-efficient oilseed crop is not widely understood. This means,

plantation groups and small farmer co-operatives. It is a classic

for example, that oil palm produces the same amount of oil as

‘win-win’ scenario: small farmers have provided a backbone for

soybean but uses 10 times less land. Yes, a factor of 10. When we

the industry to grow and succeed. At the same time, families and

talk in the region of millions of tonnes of oils being needed each

communities across Malaysia have been lifted from poverty into

year, then that is a lot of land saved by planting oil palm. Palm oil's

prosperity, thanks to the benefits of oil palm cultivation.

22
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Only around half of all RSPO-certified palm oil is currently being

not be sacrificed on the altar of NGO one-upmanship. How

bought. Producers in Malaysia and elsewhere have spent valuable

will RSPO ensure that small farmers can genuinely participate

time, effort and money to ensure certification. However, the

and be recognised, rather than – as at present – be shut out

companies in Europe are not buying RSPO-certified oil, which

due to the over-representation of Western commercial and

means that the investment by Malaysian producers is not being

NGO interests?

repaid.
For small farmers, an answer may present itself independently –
RSPO is one of many organisations in Europe attempting to

the Malaysian Government is poised to announce a new,

communicate about palm oil. Unfortunately, more radical forces

national certification scheme that will include both larger

are currently in the ascendance. The for-profit NGO, The Forest

plantation companies, and small farmers.

Trust (TFT), is lobbying for 'No Deforestation' policies that go
well beyond RSPO. Several major companies, including Unilever,

The Malaysian Sustainable Palm Oil (MSPO) standard will bring

have signed up. As with many simple slogans, 'No Deforestation'

together strong legal protections and regulations on oil palm

sounds appealing at first glance, but is in fact far more

cultivation, into one national standard. MSPO can give

complicated.

confidence both to small farmers – that their contribution is
recognised, and that their place in supply chains is respected –

Small farmers are those who will be affected by the new

and to Western consumers, that the palm oil in their products

campaign. The TFT standards require costly administration and

has been produced responsibly.

monitoring, which small farmers simply cannot afford. One major
European company has already admitted that 80% of its small

Malaysian palm oil producers, both the larger plantations and the

farmers will be 'culled' from the supply chain as a result of the

small farmers, are proud to produce palm oil, and proud of the

complex and expensive 'No Deforestation' standards.

responsible production methods in place across Malaysia. This
includes strong environmental protection.

Small farmers should not be suffering at the hands of
environmental campaigns. Some NGOs simply have the wrong

The Malaysian Government promised, at the UN Earth

set of priorities. The United Nations has clearly set out that

Summit in Rio, to maintain a minimum of 50% forest cover.

sustainable development is based on economic, social and

That commitment was made in 1992, and it is still being

environmental progress. Small farmers in Malaysia provide all

comfortably achieved today. This is sustainable development –

three: but TFT only wants to focus on the environmental. This is

bringing together economic, social and environmental

harmful, and short-sighted.

protections. Small farmers of oil palm, and the new MSPO
standard, are living proof that it is possible. We just need to get

The challenge for the members of RSPO and the challenge for

the word out.

all Western companies in relation to palm oil is: what will you
do? Small farmers, who make up a large percentage of palm oil

MPOC

production, and for whom the crop is a valuable lifeline, should
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I’ll tell you a funny stor y,” said Bas

“Years ago, (the palm oil millers) made

palm plantations. Even the plantation

Melssen, executive vice-president

the boilers in their mills deliberately

and mill owners didn’t know what to

and head of strategic innovation

inefficient so that they could burn as

do with it.”

projects at Agensi Inovasi Malaysia

much biomass as possible. That’s how

(AIM).

much biomass there was in our oil

Biomass is defined as ‘biological material
derived from living or recently living
organisms’. In agriculture, it refers to
organic waste. Some prefer to call it ‘byproduct’, because of its potential use and
profits.

In the oil palm tree, the biomass consists
of every part that is not used in
New applications: Malaysia can
develop a portfolio of new
industries from oil palm biomass
alone. — CHAN TAK KONG/The
Star

producing oil. That includes empty fruit
bunches (EFB), mesocarp fibres, palm
kernel shells, fronds and the trunk of the
tree. The fronds are cut during

24
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harvesting of fruit bunches and pruning
of the trees. EFBs remain after removal of
the fruits at the mill, while mesocarp
fibres and palm kernel shells are left over
from extraction of crude palm oil and
palm kernel oil. Effluent accumulates at
the mill as liquid biomass.

Some of these by-products are usually
burnt for steam energy or left in the
plantation to replenish the soil. Still, much
is left over. The oil palm industry
generated the largest amount of
biomass, at 83 million tonnes in 2012.
This is expected to grow to more than
100 million tonnes by 2020.

The government engaged AIM to
formulate the National Biomass Strategy
in

2011

to

look

at

higher-value

downstream applications, all involving
green technology and green downstream
applications. Apart from utilising the byproducts of industries, it will replace fossil
fuels and petrochemicals, and re-use what
is produced.

Melssen said Malaysia could develop a
portfolio of new industries just from
biomass – compost; dry, long fibres for
mattresses and cushions; renewable
energy pellets; electricity for the national
grid; animal feed; biofuels such as ethanol
and butanol; and bio-based chemicals.

Malaysian

companies

are

already

producing dry, long fibres, pellets and
composite construction materials from
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“People used to think the bigger your
company is, the higher the potential for
you to do something with your biomass.
Then we realised that all the palm oil
mills were scattered all over the country
and belonged to different companies.
Some companies have a lot of mills, but
they’re scattered all over the country or
over different states. So if you want high
volumes of biomass, it is very much
location-bound,” said Melssen.

If biomass is transported further than
After the fruits have been harvested, the empty fruit bunches can be
processed to yield useable fibre.— Filepic

100km, the cost becomes too high. As
such, areas within a 100km radius and all
the mills there need to be identified. The
initial idea was to have big clusters of
biomass owners who could then
formulate a portfolio for their biomass
which would result in diverse revenue
streams with different risk profiles.

“But if you own one company, even if
you have five mills in one location, you
cannot do that,” said Melssen. “You have
to team up with other companies. And
this was how we came up with the JV
(joint-venture) cluster concept.”

The area with the highest density of mills
is Lahad Datu, Sabah. Eastern Sabah has
40% of the biomass that can be
mobilised, with Sandakan, Lahad Datu,
Kudat and Tawau producing the biggest
oil palm biomass. In Thailand and Brazil,

from sugarcane. The next step will be to

combined volume. Bintulu in Sarawak is

first generation bio-ethanol and bio-

explore second generation technologies

another high-potential hub. In Peninsular

based chemicals are being produced

which use non-food biomass.

Malaysia, the areas with the highest
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converts biomass feedstock into gasoline
and biochar.

“We are building a plant now that uses
oil palm trunks,” said Looi Kem Loong,
AsiaBio’s executive director. “Currently
they are felling the trees and letting them
mulch and rot in the open. We are
converting that into lumber in Johor. We
expect operations to start very soon.
For us, we are looking for long-term
partners, not just buying biomass from
them.”

Oil palm fronds being shredded for various uses. — Filepic

AsiaBio’s executive director Steve Tan
densities are Kuantan in Pahang, Pasir

and decide what they want to do with

said: “Cool Planet’s technology allows

Gudang in Johor, Butterworth in Penang,

their biomass.

biomass to become something valuable.

and Klang in Selangor.

The plantation owners are looking for
“We should make sure that we can

value chains (for) their biomass. They are

Meeting with 25 mill owners in Lahad

leverage this resource by attracting

trying to create more value from waste.”

Datu, Melssen and his team found that,

industries to come to Malaysia and

within a 120km radius, there are 90 mills

ensure participation of the biomass

Said Looi: “(The palm oil process) has

belonging to 60 companies.

owners in the downstream value

numerous waste that is generated and in

creation, and building new industries in

very large volumes. Cool Planet’s

“If the owners have one or two mills, the

Malaysia and keeping the value creation

gasoline process uses EFB. Our green

biomass is of such a small volume that all

here.”

lumber (process) converts the oil palm

they can do is use it as fertiliser or burn

trunks into green lumber.”

it for steam or as animal feed,” said

Products from biomass

Melssen.

Asia

Bioenergy

Technologies

Bhd

Other companies such as Global Green

(AsiaBio) is already doing that. With its

Synergy Sdn Bhd (GGS) are taking the

“If you even want to make renewable

associate Nexfuel Ltd, it is in talks with

“made in Malaysia” approach. The

energy pellets, say for Japan or South

plantation companies to build three fuel

company develops its own machines for

Korea, you basically need at least five to

production plants costing US$70 million

processing dry, long fibres and transfers

seven mills’ worth of biomass which

(RM231million). AsiaBio also has a plant

the technology to the palm oil mills.

nobody has in one area. So these

construction deal with US-based Cool

companies need to work together as a

Planet Energy Systems Inc, allowing it to

“Their concern is who the end-buyers

single entity that they themselves own,

use the latter’s technology, which

would be,” said GGS founder Joseph Lim.
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“We were the first to introduce a ‘buy

have started to explore what they can

don’t think forcing them is an option;

back guarantee’ to the market. Whatever

do with it.”

neither do we think commoditisation is
an option. So here’s a new opportunity

they produce, I would buy back 100%. It
Ngan Teng Ye, managing director of Ngan

for

& Ngan Holdings Sdn Bhd, sees huge

commoditised. What we need to do is

GGS exports 90% of its products – 99%

potential in biomass in Malaysia. The

leverage that resource to make sure that

of its dry, long fibres are exported to

firm’s core investment is in oil palm

those

China for making mattresses and erosion

plantations and palm oil milling. Its

elsewhere but here, next to where the

control fibre maps. These are also used

biomass is currently being used to

resource is. If it happens here, then it will

as construction material for fibre-board.

produce dry, long fibres and pellets.

really benefit Malaysia in the long term.”

briquette plants in Perak, and a machine

“The palm oil industry produced 83

He believes that a thriving wood

fabrication factory in Seremban, Negri

million tonnes of biomass in 2012 alone,”

industry can exist from biomass, as well

Sembilan.

he said by e-mail. “On top of that, the

as a big renewable energy pellet industry

production of biomass in the industry is

initially driven by exports to North Asian

“We saw that the industry has a very

distributed across the whole year, making

countries, but ultimately for local use to

good future, especially in the green

it cost-competitive to utilise oil palm

meet the Renewable Energy Policy and

energy sector. Previously we bought

biomass.”

Action Plan target of 1,340MW by 2030

would guarantee their payback.”

a

resource

industries

that’s

do

not

not

yet

develop

GGS has fibre plants as well as pellet and

through biomass.

machines from China and Taiwan, but
two years ago we started our own

Kuala Lumpur Kepong Bhd, which has

fabrication plant. We build our own

plantations in Malaysia and Indonesia, is

“There’s also enough to sustain an entire

machines, our pre-treatment systems

of the opinion that “the potential of the

biofuels and biochemicals industry. If 30

and other things. So if a machine breaks

biomass and the by-products of the palm

million tonnes are mobilised by 2020, the

down, we can have it repaired within 24

oil industry is yet to be fully harnessed”.

additional income for the country would
be RM30 billion every year, with 65,000

hours,” said Lim.
A spokesperson said: “The National

new jobs by 2020.”

But are the palm oil industry and

Biomass Strategy is a viable one. Certain

biomass owners ready for this new

industries, like ethanol conversion and

“We have heard from some optimistic

potential?

lignin recovery, will need to have

plantation owners that if they are able to

sufficient supply of EFB raw material. This

capitalise on this, who knows, one day

Said Melssen: “For the industry, of course

is only possible through a cluster of mills,

palm oil may become a by-product. And

their focus is palm oil, which is their main

due to the huge plant costs. However,

biomass would be the main industry.”

business. And in the past, biomass was

such processes need to be proven to

not even on their minds as an income

encourage the participation of the mills.”

Source: The Star, March 24, 2014

generator. It was more (a question) of
‘how can we get rid of it?’. Today, it’s

Said Melssen: “We want the industry to

starting to become valuable, and people

mobilise the biomass themselves. We
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You might also have noticed something strange about the title of

English usage for wasting money and effort on trying to make a

this article. That would be because it is often misquoted as

beautiful thing look more beautiful. Salsbury in Shakespeare’s

‘Houston, we have a problem’, rather than what Jim Lovell

Henry VIII actually said: “To gild pure gold, to paint a lily.”

actually said. Yet the misquoted phrase is by far the more
popular one and so, has fallen into general use.

How does all of this apply to the world of branding? And
particularly, how does it apply to branding in the area of oils and

In fact, the Lovell misquote is so omnipresent in modern culture

fats?

that actor Tom Hanks and movie director Ron Howard did some
serious head-scratching about what to put in the 1995 movie

Branding is about how people process the message you are

Apollo 13. It’s a fascinating fact that they deliberately decided

trying to send out to them. If you understand the way an

against using the correct quote because they felt it would

audience processes your message, then you are more likely to

confuse the audience.

have a successful branding function in your organisation. But the
sad fact is that most messages don’t even get heard. If you are

Then there’s Darth Vader in Star Wars, whom most people seem

lucky enough to get heard and quoted, the chances are high that

to think said: “Luke, I am your father”. But the actual line is: “No,

you will be misquoted.

I am your father.”
This is particularly the case in the world of marketing oils and
The Captain Kirk one did shock me, as I was such a fan as a

fats. This is hardly surprising given that, for most people, oils and

schoolboy. In all of the 79 episodes where Kirk was leader of the

fats aren’t particularly interesting subjects. Let’s face it, a bottle of

Enterprise, he never said: “Beam me up, Scottie”. However, he did

palm oil is not quite as exciting as a topic of conversation as the

use a range of other commands for getting off a planet, with the

latest Apple iPad or the test-drive results of the latest Ferrari –

most popular being: “Energise.”

even if edible oils are something that almost every human being
consumes regularly.

Sherlock Holmes, in the four original novels and the 56 original
short stories, never once said: “Elementary, my dear Watson”,

The chain of events in branding goes like this:

although it did appear in movies later. Similarly, Forrest Gump

1. The organisation doing the branding sends out a message.

never said: “Life is like a box of chocolates, you never know what

2. Most people in the target audience ignore this message

you’re gonna get.” Rather, he quoted his mother who said “Life
was like a box of chocolates …”. Finicky? Yes, but wrong is still
wrong.

completely.
3. Of the messages that do get through, most won’t be to your
target audience.
4. Of the messages that do get through to your target audience,

As for Shakespeare, there’s Hamlet. He never said “Alas poor
Yorik, I knew him well”, but “Alas poor Yorik, I knew him
Horatio”. Another is ‘To gild a lily’, the now common term in
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most will be forgotten.
5. Of the messages that aren’t forgotten, most will be recalled
with errors and hence misquoted.

People have an amazing capacity to misquote information. In fact,

many areas of life: from how we walk, talk and learn, to how we

the challenge for marketers is bigger than that – not only do

misremember and how we misquote.

people remember things incorrectly, they also have no idea as to
how big their degree of error is. This could well be one of the

This combination of how technology is changing, how the brain

biggest benefits of a standard traditional education, where

responds to that change and how society then responds, means

information is checked in a test or exam, so that people can at

marketers need to rethink some old ideas.The good news is that

least have some self-knowledge as to how bad (or good) their

we now know more about how the brain works than ever

accuracy of recall is.

before, and much of this knowledge can be used in the branding
process.

Changes in technology
Sociologists and anthropologists are continually trying to figure

There is a good example of how our brain and perceptions are

out just how changes in the education standard of the target

changing. There was a time when the only way to see a movie

audience, not to mention communication technologies, are

was at the cinema. But now we have the option of watching a

impacting their lives. For sure, a lot has changed in the last 100

movie on a PC or a DVD player. What’s the difference? Well, I’d

years. We have gone from classrooms with pencils and paper

say the big one is the ‘rewind’ button. We can now watch a

and the occasional text book to computers, videos and personal

movie knowing that we don’t need to pay that much attention

computers. We are now at a stage that technology is

because we know we can watch a clip again and get the dialogue

dramatically changing how we view the world.

we missed.

There is also the programming that goes on inside our brain, as

The same goes for memory. We don’t need to remember things

neuro-linguistics experts are now figuring out. To an amazing

as much these days. Memory on devices, particularly mobile

degree, our brain gets programmed in a similar way to how

phones and PCs, is both cheap and easy to get at. How many of

computers get programmed

us even know the telephone numbers of our friends

– this means we have

anymore? They’re almost always only in the phone’s

automatic responses in

memory instead. It’s easy, it’s cheap, and we’re getting
lazier.
Technology is changing our ability to use our brains. It’s
a trend that appears irreversible, and
marketers had better get used to the idea. It
is as if the computers and mobile phones are
becoming smarter, and we are becoming
correspondingly

dumber!

All

of

that

combined with the massive increase in
information will mean that errors in our
understanding of messages and errors in our
remembering of these are highly likely to
increase. So the first message for
branding is: get used to the new world!
The second message is the old acronym:
KISS or ‘keep it simple, stupid’. This was
good advice years ago, well before
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public attention spans started to shrink. Nowadays it has
become more like a necessity. Now you have to be simple and

• Generalisation: the listener thinks the message is the same as
another message (which it might or might not be)

to the point. Otherwise your audience will day-dream or move
on to something else.

The oils and fats industry suffers from all three!

Message Number Three would be: rationality will not save you.

One that causes a lot of difficulty is deletion. Most messages

I’m paraphrasing Robert McNamara’s line “rationality will not

simply don’t get heard. This is a common problem for many

save us” in his documentary The Fog of War. In it, he talks about

other industries too. Most mail-shots (whether they are email or

the Cuban Missile Crisis, which almost started World War 3

snail-mail) don’t even get read. The same goes for leafleting in

while he was Secretary of State for Defence in the Kennedy

homes or shopping malls.

administration. He observed something which psychologist after
psychologist keeps reinforcing: we as humans are not that

Distortion and generalisation are both common to the world of

rational, and we are not as rational as we think we are.

misquotes. What happens is that messages get through, but
somehow become garbled. A common example is with the

I reckon that the oils and fats industry needs to wake up to the

target audience responding with the generalisation ‘Oh they

key learning that most advertising agencies learnt years ago:

would say that, wouldn’t they’ or ‘Oh, it’s just blah-blah and

people buy because of irrational things such as feelings, emotions

green-washing’.

and other strong, dramatic responses.
How can the industry best respond to these comments? Here
So between the guy with rational arguments but a boring

are a few ideas:

message and a fun guy with an exciting or interesting delivery
(even if his message has errors or is just a plain lie), the rational

• Depersonalise: Does it have to be you giving the message? If

stuff loses. A very big part of that loss is not just that rationality

comments get dismissed because they are from you, who

is not enough to win the day, but that all messages will be

else could you use?

misunderstood, misremembered, misquoted – or all three.
• Be indirect: You don’t have to give an audience a conclusion
Distortion, deletion and generalisation

in one go. It is often far better to give a little piece here and

Why are we like this? And how can brand builders work around

a little piece there and let them join the dots. An answer that

it? In neuro linguistics there are several models which assist in

they themselves discover is an answer they are more likely to

our understanding. A useful one is ‘distortion, deletion and

have confidence in, and a sense of conviction about.

generalisation’:
• Avoid misquotes by avoiding quotes: Images carry more
• Distortion: the message changes in the brain of the listener

emotional weight than a wordy message.

• Deletion: the message doesn’t get into the brain of the
listener

Dr Ian L Halsall
Researcher & Author
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Food Technology

In 1970 I was promoted to a senior management position in the

has virtually no adverse effect on flavour, as happens with

Research Lab of Lyons Co. I had been a member of staff since

canning.

1944. I was now responsible for about 40 scientists, among
whom was a small group working on ice cream.

Lyons installed the UHT process in its very early days, for the ice
cream mix it supplied in bulk to ice cream vans. The vans had

I found that they had two urgent problems, one of which

small freezer units on board and dispensed the frozen ice cream

concerned a factory process, while the other raised questions

in wafer cones, very popular at outdoor events and the seaside.

about the function of the fat used in the vegetable oil ice cream.

Previously the mix had been supplied after pasteurisation. It had

The latter led us to research the structure of ice cream, and has

to be kept cool and had a short ‘use by’ life.

been referred to in earlier articles in this magazine. The
processing problem arose in the high temperature short time

In contrast, the UHT product in 1 gallon cans had a shelf life of

process for preserving the ice cream mix.

six months at ambient temperature, and this made distribution
much more economical. In the UHT process some of the high

Today we are all familiar with the rectangular cardboard boxes

temperature steam condenses in the product, in effect diluting

of UHT milk and other products. Sterilising is carried out with

it. However, after the heat treatment, the product enters a

superheated steam at 137ºC for seven seconds. This treatment

vacuum chamber. All the added water is removed, the product
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is cooled as a result and is canned. The
food control authorities had to be
convinced that the water really was
removed, because dilution of milk
products had been a common fraud
over the years.
The microbiologists in our research lab
were concerned that the 1 gallon cans
were much larger than the normal range
of containers made by our suppliers and
might be less reliable. They worried
about

causing

a

food

poisoning

outbreak. As a precaution they therefore
introduced an unusual step in the
handling of the filled cans. These were
passed through a water-bath to which
the harmless bacterium aerobacter
aerogenes was added. The cans were
incubated at 30ºC for two weeks before
despatch to the customer. Any slight
defect in a can or its seal would cause
gas to be produced. This was easily
detected because the can was distorted.
At the time that I became involved,
‘blown’ cans averaged about 1.2% of
production, representing a considerable
financial loss. Could I suggest ways of
reducing this? I found that the factory had

I visited the manufacturer for a discussion

Back in the laboratory we had a brain

kept meticulous records for years of the

with their technical staff. I learnt that for a

storming session together with the

losses, batch by batch, but not analysed

few minutes immediately after it had

factory manager and the engineers

them. I plotted the results on a graph. It

been filled, the can was liable to have

involved in the UHT process. Could we

showed that losses normally fluctuated

imperfections, which then disappeared.

abandon the bacteria bath and handle

around 1% but every few weeks there

The test with the bacteria bath was being

the cans in sterile containers until they

was a big increase for a short period. This

done during the most sensitive period.

were no longer sensitive? The engineers

suggested that a delivery of cans was sub-

Interaction with the bacteria could occur

proposed a new handling system

standard. The manufacturer of the cans

during immersion or afterwards when

consisting of a long tunnel filled with

usually accepted this, and shared the

the cans were still wet. Therefore, in their

steam. Empty cans and lids travelled on a

financial loss.

opinion, losses were enhanced.

specifically designed convey. The cans
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were sterilised, filled and closed in the tunnel and then passed
into a drying section using a very hot sterile air stream.
To avoid the possibility of contamination from the conveyor, the
engineer came up with a very ingenious idea. Instead of the usual
type of belt conveyor, the cans sat on a number of pipes through
which steam was passed so their contact surface would be
sterile. Two of the pipes were mounted eccentrically on small
wheels. The cans moved forward with each rotation of the
wheels. Figure 1 shows a sideways view of the arrangement.
It was decided to build a tunnel based on this design and to test
it on an experimental basis. It would be operated for two weeks
and then production switched back to the normal process using
the bacterial bath.The experimental batches would be incubated
for four weeks and carefully monitored. It was important to give
confidence to everyone, especially the sales and marketing staff,
that the new process was satisfactory.
We awaited the result of the incubated batch with some
trepidation and were very happy when there were near zerodamaged cans from the first week’s experimental production.
Then disaster struck! The second week’s production showed
100% failure. We looked critically at all the procedures and
equipment and eventually found that the disaster was caused by
the can suppliers.
The practice was to stamp each lid with a batch number using
indelible ink. The suppliers came to install a new method with an
embossing machine which would produce the batch number in
raised form on the lid. By chance they chose to make this change
in the middle of our experiment period. Unfortunately, the

I still have a piece of embossed can lid which I kept as a

machine was not perfectly adjusted, and the protective coating

memento. Close examination of the inside surface of the

on the inner side of the lid was seriously damaged.

indentation shows damage to the coating. In some can lids, there
were actual perforations (Figures 2 and 3).

After the fault was corrected, the whole two-week experiment
was repeated and this time, the experimental cans showed zero

Coherent picture

loss. In subsequent routine production over years, loses were

The second problem about the function of the fat in ice cream

always below 0.02%, a very worthwhile improvement over 1.2%

arose at a time when the price of palm kernel oil, which we were

before.

using in our vegetable oil ice cream, suddenly reached an
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pasteurised and while hot, it is pumped through a homogeniser,
which breaks down the fat into very small globules and makes
an emulsion. At the moment they are formed, the globules of
liquid fat become coated with casein particles and so are
prevented from coming together to form large drops of fat.
The mix is cooled to +5ºC and stored at this temperature for
some hours. At this temperature suitable fat blends will
crystallise but a small proportion remains liquid. We assume that
palm oil, because of its abnormally slow crystallising behaviour, in
fact remains in a largely liquid state during the storage period,
since this would explain its subsequent behaviour. After storage,
this mix is pumped through the freezer. This is a scraped surface
heat exchanger in which the mix hits the chilled inside surface of
a cylindrical tube, and is immediately removed by a metal
scraper. It is cooled to -5ºC.
Air is beaten into the mix. The electron micrographs show the
air bubbles to have a smooth surface indicating liquid oil. We
visualise that some of the fat globules are broken up during
intense agitation in the freezer, and provide the oil that lines
unprecedented high because of a disturbance in supplies. Palm

the air bubbles, while the majority of intact fat globules

oil was tried as an alternative but failed to produce a stable

stabilise the air bubbles. To remind the reader, this structure

structure. During storage, the ice cream was losing its air content

demonstrated in the electron microscope, which was shown

and shrinking. The immediate problem was solved by trying out

in Volume 1 of this magazine in 2012, is now shown again

a number of oil blends on an empirical basis.

(Figure 4).

We realised that we did not know what the basic structure of

We felt that we had built up a logical and coherent picture of ice

ice cream was and, in particular, the role that fat played in it. We

cream structure, which would help us to solve future problems.

were asked to research a better understanding of the complex

We published our results in a scientific journal and contributed

ice cream system. Our conclusions were summarised in an

a monograph to a textbook.

earlier issue of this magazine (Vol 9, Issue 1, 2012). The
investigation involved the use of a number of physical techniques

Discussions with scientific colleagues indicated that our picture

including particle size measurement, crystallography of the fat,

was generally accepted. Some 30 years later, I heard a lecture on

optical and electron microscopy at high resolution and analysis

ice cream by a learned American professor. He described

of the solid fat content at relevant temperatures.

substantially the same structure, but I was amused to find that
he made no reference to our much earlier publications.

Each of the process steps used to make ice cream contributes
to the final structure. The main components of ice cream are a
sugar solution, fat and milk solids. The latter contains a mixture

Kurt Berger

of proteins, the most important being casein. This mix is

Food Technology Consultant, UK
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A few years ago, I reviewed the movement of tropical oils to the

There are differences between the cargoes to the US West

US for just one year. I have since tracked the development of the

Coast and to the US East Coast and Gulf. Historically the West

trade in all oils and fats from the Far East to the US, from 1998

Coast cargoes have been carried by Tokyo Marine (now

to 2013 inclusive.

Milestone CT) and PanOcean Bulk (now STX Panocean). Other
operators discharge on the West Coast if they have other

The advent of bio-diesel has had the biggest impact on the

cargoes to unload, have cargoes to load or if they need to

overall volume. But it is difficult to tell exactly which products are

position themselves in the US and can find no other cargo that

for bio-diesel use, as the descriptions used in the Bills of Lading

will get them there.

have a tendency to vary wildly.
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Until 2006, Stolt Tankers dominated the
tropical oil trade to the US. They have
remained strong contenders, but have
lost ground to simpler ships offering
lower rates. In 2008, MISC star ted
offering cargoes to the US and in 2009,
exceeded 300,000 tonnes to the US
East Coast and Gulf. This volume
remained fairly consistent until 2013
but, at the time of writing, it has been
announced that MISC is selling the
ships performing on this trade lane. It
remains to be seen what the impact
will be.

Cargill has been taking ships into a fleet of
its own since at least 2010. It was
certainly active earlier, taking ships on
charter for single voyages. But we only
have its activity recorded since 2010, as it
also has ships under time charter which it
is controlling.

Another new entrant since 2010 is Koyo
Kaiun, which secured a contract from
Fuji Oil and has been successfully
operating to the US East Coast and Gulf
ever since. Eitzen is there on a spot
basis, if and when ships’ positions and
freight rates are suitable. Navig8 is
growing and may be expected to be
more active in the future.

As mentioned, the trade was originally
dominated by Stolt Tankers, mainly to the
US East Coast and Gulf, and – as is still the
case – by Tokyo Marine and PanOcean to
the US West Coast (Table 1).
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The products
In the beginning, especially in Malaysia, the
plantations of choice were for rubber to
meet strong demand in Europe and the
US. As this demand declined, the question
was what to do with the plantations.
These were gradually turned over to oil
palm.

The original rubber exports were of
latex in deep-tanks on liners. Gradually,
demand expanded to justify tanker
shipments. One of the first destinations
for which tankers were used was the US,
as this involved the longest journey.

Malaysia, Indonesia and Thailand were the
main rubber producers up to the early
21st century. Regrettably our source of
information does not go beyond 2006,
but as seen in Table 2, the trade was dying
out in favour of synthetic rubber.
Indonesia’s supply was the first to go,
followed by that of Malaysia and Thailand.
combined in our data. The palm kernel

Palm oil exports to the US topped 1

The replacement by palm oil products

oil and palm oil figures are shown

million tonnes – at 1,332,923 tonnes –

and coconut oil showed much larger

separately but, as with oleochemicals,

for the first time in 2013 and it will be

numbers and some ups and downs due

the Bill of Lading descriptions may result

interesting to see if this volume can be

to the world’s shifting economic strengths

in some cross-over between these

sustained. The main exporter of palm oil

and weaknesses.

products.

and derived products is of course
Malaysia, with Indonesia in second place.

The tropical oils, in this review, include

The changes in US imports from 2004 to

oleochemicals. Unfortunately the advent

2013 can be seen in Figure 3. The

Coconut oil also exceeded 500,000

of bio-diesel has complicated the

strength of palm oil as the main tropical

tonnes in both 2010 and 2013, having

picture, as often the description of these

oil is demonstrated. It seems to have

been above those levels in 1998 and

cargoes in the Bills of Lading is the same

become more accepted there, relieving

2000 but then dropping off for a few

as for oleochemicals. For this reason, the

pressure on corn oil and soybean oil used

years. The Philippines has always been the

bio-diesel and oleochemical cargoes are

for biofuels.

prime

coconut

oil

exporter, with
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coconut oil and oleochemicals each
accounted for just under a quarter of the
total (Figure 4).

Suppliers of tropical oils
Malaysia has always been the main
exporter of tropical oils to the US. The
volume passed the 1 million tonne mark
in 2006 and has not dropped except
briefly in 2008 (to 895,701 tonnes). The
highest yet was in 2013 at 1,438,875
tonnes,

although

that

year

saw

exceptionally high imports by the US of
all tropical oils.

Malaysia has been an erratic exporter
of coconut oil, as coconut cultivation
takes second place to oil palm. The
biggest volume of coconut oil exported
to the US was 44,400 tonnes in 2008,
while the smallest was 1,475 tonnes in
2001.

In 2013, Indonesia’s total exports to the
US jumped to 716,536 tonnes, the
previous high being in 2008 at 423,818
tonnes. This was in line with record high
imports across the board by the US,
with the total of all products from all
origins being 2,890,568 tonnes, or over
600,000 tonnes above the previous high
in 2008.
Indonesia in second place and a little

included because they compete for the

from Malaysia in the past. The ‘Others’ are

same space on ships.

recent

(2012-2013)

and

comprise

As with Malaysia, Indonesia’s main tropical
oil exported to the US is palm oil.

occasional cargoes of cottonseed oil

Over the 10 years in review, palm oil and

However, coconut oil, especially from

loading in Malaysia for New Orleans.

palm kernel oil have accounted for over

Sulawesi, is a regular export item. In 2011,

While not strictly tropical oils, these are

half (54%) of the total US imports, while

the volume from Indonesia to the US was
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112,600 tonnes; the lowest quantity was
just below 20,000 tonnes in 2004;
generally, the volumes have been erratic
over the years.

The Philippines only exports coconut
oil and associated oleochemicals. It has
been the most consistent country as far
as expor t volume to the US is
concerned, recording an average of
357,000 tonnes per year over the past
16 years. The lowest volume was
194,500 tonnes in 1999 and the highest
515,400 tonnes the previous year. In
2013, it exported 326,700 tonnes to
the US. Figure 5 details the export trade
of key tropical oil producers over 10

The US will continue to import tropical

necessary IMO Certificates to enable

years.

oils from the Far East and from Malaysia,

them to carry vegetable oils. They will

Indonesia

in

want to move into the North Atlantic

Seven other countries have been

par ticular. Whether the upturn in

where the major trades for this type of

involved

oil

volume seen in 2013 will be maintained

ship are found.

products to the US from 2009-2013 with

remains to be seen, except in the case of

a total of just over 500,000 tonnes; of

the

from

There is no better way to place them in

this, 114,000 tonnes comprised coconut

Singapore. Indonesia’s level may well

the right position than with a full cargo of

oil (Figure 6).

drop back in the future and that of other

tropical oils for their maiden voyage, thus

countries is likely to fluctuate as has

ensuring no contamination risk by

happened in the past.

providing ‘virgin tanks’ with properly

in

exporting

tropical

The largest impact has been that of bio-

and

bio-diesel

the

Philippines

movements

cured tank coatings and no previous

diesel exported from Singapore, with
278,000 tonnes in 2013 mostly from

However, the demand for ships on this

Neste’s new plant. The remaining

route will be maintained. As there is a

exporters are China, South Korea,Taiwan,

large number of ships of the 37,000-

Hong Kong, Thailand and even Brunei.

50,000 dwt range on order for delivery

These cargoes would all have been re-

this year and over the next three years,

exported with the origin being mainly

there will be no shortage of tonnage on

The

this route.

Philippines, with

some

from

cargo history.

Indonesia. Coconut oil accounted for
most of the volume, with oleochemicals

Many of the ships on order are pure

Charles Barton

making up the balance.

petroleum product tankers but with the

Maritime Consultant
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Nutrition

Genetic engineering is a special set of technologies that
alter the genetic make-up of plants, animals or microorganisms. Historically, farmers have bred plants and
animals for desired traits for thousands of years.
Specifically, it means the genes of one organism have
been ‘cut’ and then ‘pasted’ onto another organism.

Genetically modified (GM) plants are often created to
resist disease and eliminates the need for pesticides.
Desired characteristics, such as a harder texture, higher
nutritional value or faster growth are chosen (Box 1).
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Combining genes from different organisms is
known as recombinant DNA technology, and the
resulting organism is said to be ‘genetically
modified’, ‘genetically engineered’, or ‘transgenic’.
GM products include medicines and vaccines,
foods and food ingredients, feeds and fibres.

Technologies for genetically modifying foods offer
dramatic promise for meeting some areas of greatest
challenge for the 21st century. Like all new technologies,
they also pose some risks, both known and unknown (Box 2).

Genetically engineered soybean and corn are used in many
processed foods. Do we actually know the source of corn and
soybean that we are eating? Labelling of GM foods is not
mandatory in some countries. But all the European Union
nations, Japan, China, Australia and New Zealand require the
mandatory labelling of foods that contain genetically
engineered ingredients.

Public response to the use of genetic engineering is mixed.
Even scientists have mixed opinions about it. Although the use
of GM organisms may reduce the need for environmentally
harmful activities such as spraying crops with chemical
pesticides, critics point out that seeds produced with natural
insecticides will lead to rapid insecticide resistance because the
insecticides are continuously being emitted.

Source: Health & Nutrition, Issue 158, October 2013
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V
•

itamin C – a water soluble vitamin – is an essential

reduced form. Vitamin C reduces the iron so it is more soluble

organic substance needed daily in small amounts to

in the slightly alkaline environment of the small intestine, and

perform vital functions in the body:

thus modestly improves iron absorption. Vitamin C also
counters the action of certain food components that inhibit

It assists the function of the immune system, especially for the

iron absorption.

activity of certain cells (lymphocytes) in the immune system.

•
•

•
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Vitamin C is required for formation of collagen, the fibrous

It works with Vitamin E as a pair of free radical scavengers.

protein that is a major component of connective tissue.

(Vitamin E is a fat-soluble antioxidant in the cell membrane).

Indeed collagen is found wherever tissues require strengthening,

Vitamin C also aids in reactivating oxidised Vitamin E so that

especially in those tissues with a protective, connective, or

it can be re-used. In addition, it protects folate by stabilising

structural function. Collagen fibres are critical to the maintenance

the co-enzyme form of the vitamin in its reduced state.

of bone and blood vessels and are essential in wound healing.

The absorption of non-heme iron (iron primarily from plant

Citrus fruits and green vegetables in general are good

foods) from the intestinal tract depends on its being in the

sources of Vitamin C. The daily recommendation of 5-9
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servings/day of combined fruits and vegetables provides

unabsorbed Vitamin C remains in the small intestine, and

ample Vitamin C.

its osmotic effect attracts water from the blood in
sufficient quantities to cause diarrhoea.

The major contributors are oranges and orange juice,
grapefruit and grapefruit juice, tomatoes and tomato juice,

Vitamin C is easily lost into cooking water and destroyed

fortified fruit drinks and tangerines. The most nutrient-

during preparation, cooking or storage. Oxygen and high

dense sources of Vitamin C (mg/kal) are green peppers,

temperature readily oxidise and destroy Vitamin C.

cauliflower, broccoli, strawberries, papayas, oranges and
spinach.

The RDA for Vitamin C for adults is 60mg. Balanced food

Source: Health & Nutrition, Issue 158, October 2013

supply yields about twice the RDA (120 mg) of Vitamin C
per day.

This is an edited version of the article.

The efficiency of the absorptive mechanism decreases at
high intakes. About 80-90% of Vitamin C
is absorbed at daily intakes between 30
and 120 mg, whereas absorption efficiency
drops to about 20% at intakes of 2,000
mg/day.

A common side effect of excessive
Vitamin C intake is diarrhoea. The

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.11 ISSUE 2, 2014

45

Publications

I wriggled my toes contentedly as the heat from the water seeped into my bones.
The bliss of being able to soak myself in a real bath far outweighed any
reservations I might have entertained over the fact that the water was the colour
of Ovaltine.

My new bath had arrived a few days before on the kumpit from Sandakan, and
I no longer had to bathe in the river. It had shiny chromium-plated taps. A 400gallon biscuit tin was even now being erected on a high platform behind the
house, to give us running water.

Pending the installation of the plumbing, Kong Miew had already fixed up a
temporary hot-water system. This consisted of a 45-gallon drum built over
a wood fire behind the kitchen. It had become James Lloreno's daily task to
heat up my bath water in this contraption and to carry it up the steps into
the bathroom, at exactly 6.15pm. When he had filled it, he would pour me
a gin and tonic, and leave it on the edge of the bath.

Because of the surrounding jungle, the humidity throughout most of the day
stayed between 80-95%. Before the sun started to go down, the sweltering heat combined with the high humidity
ensured that no sooner had you dried yourself, than you were once again dripping with sweat. Conversely however, if
you postponed your bath until the evening, you became the prey of the myriads of night insects, which emerged from
the jungle, attracted by our bright lights. There was only a narrow time-slot therefore when you could bathe with any
degree of comfort.

I slid luxuriously deeper into the warm brown water and twiddled the empty taps experimentally with my toes. This
must be, I reflected, the only bath in the world with a grandstand view of wild life on an equatorial river. I had always
fancied having a sunken bath. When Kong Miew was installing it, I had persuaded him to cut a hole in the nibong slats
and fit the rim of the bath flush with the floor.
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Admittedly, viewed from the outside the effect was less

when my friend Dr Brian Gray, then Director of

than aesthetic. Passers-by on the river could now see

Research for Harrisons and Crosfield, introduced the

a beautiful native-style attap hut with the black

polybag system, which was to reduce our transplanting

underside of a cast-iron bath hanging down obscenely

losses significantly.)

between its stilts, like a cow’s udders. The chromium
fitting for the overflow plug had been lost in transit.

Building work was going flat out on three separate sites.

Facing the river therefore there was a small hole three

On the Labuk river-bank, about 50 yards downstream

inches down from the rim of the bath. I discovered to

from my house, Tompong and his Orang Sungai friends

my delight that lying in the bath, I had a perfect view of

were clearing two further sites so that they could start

a small section of the river, and the far bank, through

on the erection of temporary houses. One was for my

this peephole.

first European assistant, who was already on Pamol
Kluang, learning Malay, and the other was for our Dutch

The project was progressing fairly well, I thought. We

accountant, who had been transferred from the

were well into the dry season, or what passed for a

Solomon Islands, and was currently resident in

dry season in the humid tropics. We had survived our

Sandakan.

first

nor th-east

monsoon. It

had

been

fairly

uncomfor table at times. By the end of January the

Upstream, on one side of Rangga's abandoned rice-

heavy rains had swollen the river and we had some

field, Kong Miew and his team of trainee builders were

minor flooding here and there. The few roads we had

putting the finishing touches to my new office.

dug by hand had become quagmires and the path from

Rangga's padi had of course, been harvested and he

my house up to the office was six inches deep in mud.

had moved back, fur ther up the Tungud River, to slash

However, morale amongst our workers had remained

and burn a new patch of jungle for next year’s crop.

high, which was impor tant. By and large however the

His depar ture left us with an open padang on which,

wet season had not been anything like as difficult as I

to Urut Turut's undisguised amusement, I had a gang of

had expected it to be, after reading John Galpine’s

workmen planting yet another area of grass, taken this

gloomy initial repor t.

time, not from Klagan, but from the lawn around my
house.

Now that we had had a few weeks of sunshine
everything had dried out and was back to normal. We

On the other side of this padang our first semi-permanent

had germinated the first lot of oil palm seeds, which

building had already been completed. This was a long

had been sent over from Johore, and they were

shed, which housed the store, my temporary office, and

growing well in small raised pre-nursery beds. (This

the dispensary, which was run with great efficiency by our

system was to become obsolete a year or two later

new Indian medical orderly, Mr Mathen.
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Long-term operation

Thereafter, the plantation would be producing palm

Fur ther up the Tungud River and linked to the

oil and employing their descendants for the next 100

management house site and the headquar ters

years and more.

compound by our first mile or so of road, was the main
estate village, Kampong Ulu. This was built on the bank

My friend Tumpeh (Lee Eng Kiat) was a shrewd business

of the Tungud around a central padang, on which we

man. I remember having long discussions with him in his

were busy making our football field. The workers’

shop in Klagan, on the benefits which our investment was

longhouses were built around the field. Two new

bringing to the region. In the case of a timber company or

longhouses were under construction by groups of

a manufacturing business most of the initial capital

recently arrived Bugis workers.

investment tends to be in machinery. This of course
benefits the country which produces and exports the

Even although it was only temporary, we had put a lot of

machinery but does not do much, in the first instance, for

thought into the layout of the village with a view to

the country importing it.

making it a good place for our workers to live. It would be
the social centre of our operation until our first

In the case of a plantation development most of the

permanent campsite was built further upstream. I felt it

investment goes immediately into the local economy, in

was important to persuade our workers that we were

the form of wages. Our workers would spend part of

establishing a long-term operation, which would change

their earnings buying produce from the local peasants, and

this part of the Labuk Valley forever.

the locals in turn would spend the money on outboards
or sewing machines for their wives.

A common question asked by local workers was "How
many years will the company be here, Tuan? When will

The attap and kajang, which we were buying in huge

you move on to another site?" It was difficult to get them

quantities for our temporar y houses, had star ted a

to grasp that we were there, not to extract timber or to

big boom in the nipah-growing areas south of Klagan.

plant an annual crop like rice or tobacco, but to plant

Tumpeh admitted that his own sales had doubled

trees which would last for 25 years, and which would

over the past year. There was a new air of

then be replanted at quar ter-century intervals

purposefulness and prosperity in the region, which

thereafter.

until our arrival, had been, as Sir William Goode had
told us, one of the most neglected places in the

The oil palm was, we reminded them, a sustainable

Colony.

crop, which would continue far into the future. For
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the first few years our company would be putting

Our market hall which we had already built on the

money into the Labuk and taking nothing out.

river-bank at the temporar y village site was my pride
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and joy. It was raised high on stilts. It had two wings

arrived, snooker became the favourite sport of our

– in one of these was our first shop. We leased this

workers in the wet season. We already had a cinema

for a dollar per month to Titi, who was the first of the

projector with a portable generator. The market place

Klagan shopkeepers to move up to the estate, with

proved an ideal cinema hall and every week we arranged

his large Chinese family. In the other wing was a

for a new film to come up on the weekly kumpit from

coffee shop, which we leased to a buxom Indonesian

Sandakan. By far the most popular shows with all sections

lady called Maria. Linking these two wings was the

of the community, were Tarzan pictures which were in

long, roofed market place which on one side

great demand.

overlooked the Tungud River. On the other side was
the village badminton cour t. I had got Kong Miew to

I had another sip of my gin and tonic. Through the peep-

concrete this so that the workers could play on it

hope in my bath I could see Urut Turut paddling

during the monsoon in the brief inter vals between

downstream in his dug-out padau to check his prawn

showers.

traps. Each stroke sent out golden ripples into the river.
As he disappeared there was a throbbing noise and

The market hall was a multi-functional building. Its main

Kwong Borneo's timber tug, came into sight, towing a

purpose was to provide a centre for a weekly market,

100-yard long raft of jungle logs down to Sandakan

where the locals could come to sell their fresh

from their timber camp upstream. The sarang was a

vegetables and other produce to our workers on

Klagan man and a friend of Kong Miew. He greeted us

Sunday mornings, and where the Chinese fishermen

with a couple of loud blasts on his horn. He was

from the mouth of the Klagan River could come to sell

pressing on to reach Klagan where he would tie-up for

their fresh fish.

the night and have a game of mahjong with Tumpeh and
his brothers.

When the market was not operating however, it became
a community centre. In the afternoons when they
returned from work, our workers congregated at the

Datuk Leslie Davidson

market for a game of dominoes or a noisy hand of cards.

Author, East of Kinabalu

Since it was raised on stilts above the badminton court,

Former Chairman, Unilever Plantations International

it provided a natural grandstand for this and for the
football field.

I had ordered two full-sized billiard tables and they were

The second part will be published in the next issue. This is an edited chapter

on their way out from UK. One was for the Labuk Club,

from the book published in 2007. It can be purchased from the Incorporated

the other was for the market hall. When they eventually

Society of Planters; email: isphq@tm.net.my

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.11 ISSUE 2, 2014

49

