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Pullout
Support - not boycott -
palm oil for eco-gains.



Fighting the French anti-palm oil campaign

I recently had the good fortune to visit France and discuss the
Malaysian palm oil industry with policy makers, businesses and
consumers. This trip was particularly important since France has
been the focal point of a relentless campaign of misinformation
launched against palm oil, our workers and the Malaysian
people.

The false claims against palm oil are being advanced by
environmental groups with close ties to the European vegetable
oil industry, and to government policy makers hoping to protect
French farmers from competition. 

Both the European rapeseed and sunflower industries have
sought to direct attention away from their products. They do not
want consumers to see that their products, a source of trans-
fatty acids, are less healthy than palm oil which has no trans-fatty
acids; or that their environmental footprint is much greater than
that of oil palm since they yield less oil per ha. This was
confirmed in recent research published in European journals by
German scientist Dr Gernot Pehnelt on the carbon value of
rapeseed. 

The attacks on palm oil have had an effect. For example,
Systeme U, a French retailers’ cooperative, and Groupe Casino,
the French retailing behemoth, have been running aggressive
multimedia campaigns against the use of palm oil in the products
they stock on their shelves.

The good news, as I discovered, is that French experts on
economic development and the global oils industry have noted
that the mis-characterisation of palm oil reflects a global
campaign by environmental activists and competing industries
with little resemblance to the facts.

Alain Rival, a palm oil expert with CIRAD, noted that “palm oil
remains the most profitable agriculture crop for small farmers”.

We also found several parties in French civil society who are
supportive of competition, open global trade and consumer
choice. For example, the Institute Économique Molinari, a French
public policy research organisation, released a report analysing
and debunking the claims being made against the industry.

“(No) other source of vegetable oil than palm oil can actually
spare more land and deliver more accessible, abundant and
affordable calories to people worldwide,” the authors said. They
further noted that, contrary to the claims of uninformed
activists, palm oil has a positive impact on cardiovascular health
even greater than olive oil.

And we also learned we are not alone in expressing concern
with the tone of the discussion in France. During our visit, Côte
d’Ivoire’s Association of Palm Oil Producers (AIPH) was in Paris
for a hearing at the Paris Tribunal de Commerce. The hearing
was related to the anti-palm oil campaign undertaken by
Systeme U. AIPH vigorously defended the global palm oil
industry against the baseless charges.

While I have never enjoyed seeing my industry attacked, the visit
to France left me optimistic that we can make progress in our
relations with the European market. I called for French
companies to actually buy the certified palm oil they publicly
claim they want. The sector has worked mightily to commit to
producing certified oil and, as such, the supply has increased by
a factor of 12.

But there has been a curious lack of demand. The same
companies that initially insisted they could only purchase
certified oil are not purchasing available supply, without any
explanation. We must continue to engage the French market
and the broader European market, to make purchasers
understand that their concerns are being met and there is ample
supply of certified oil. This will take patience and an ongoing
communications and public relations effort to bear fruit.

At the same time, the call to purchase certified palm oil should
not preclude purchasing from small farmers. Small farmers
account for 39% of land under cultivation in Malaysia, and an
even larger share elsewhere. Small farmers are the least able to
meet the costly auditing required to achieve certification. But
this does not mean they are any less sustainable than large
corporate producers.

Since 2002, the Malaysian Palm Oil Board (MPOB) has been
developing a certification system specifically designed for small
farmers called the MPOB Good Agriculture Practices. Its
standards and principles, such as integrated pest management
and improved agriculture practices, are being widely adopted.
The certification system ensures compliance with high standards
of production, and encourages practices that will increase yields
and efficiency.

But here, too, I see room for progress in the French market.
Carrefour, another large French retailer with locations
throughout the world, has demonstrated a long-standing
commitment to sourcing from small farmers. There is no reason
Carrefour should not source from Malaysian small farmers who
are among the most productive in the world. I encourage
Systeme U and Groupe Casino to do the same.

As one of the leading food producers for the world, the French
market is important to the future of the palm oil industry. To that
end, Malaysia and France are now establishing a working group
to continue this discussion, and bring science and objectivity to
the French debate.

At the same time, the palm oil industry must demonstrate to
competitors that their support of baseless attacks will not go
unanswered. Malaysia is proud to be the world’s most
productive oil producer, and we will defend our right to sell our
excellent products in the global marketplace.

Dr Yusof Basiron
www.ceopalmoil.com

5GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.9 ISSUE 4, 2012



Cover Story

6 GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.9 ISSUE 4, 2012

Many major environmentalist groups have received

substantial subsidies from the European Union

(EU) since 1997 under the LIFE+ programme.

Taxpayers pay twice: once for the grants, then again with the

higher prices that result when environmentalist groups

successfully campaign for new regulations. 

Many of those environmentalist groups have received significant

funding over 14 years from when the LIFE+ programme was

established in 1997 to the latest data in 2011: 

• Total funding to environmentalist groups has been nearly

€100 million, around £75 million at current exchange rates.

At Britain’s share of gross contributions to the EU budget,

that is around €10 million or £7.5 million. 

• The European Environmental Bureau (EEB) has received the

most funding, at nearly €11 million (£9 million). 

• 19 groups have received more than £1 million including

Friends of the Ear th (£6 million), the Climate Action

Network (£2 million) and Women in Europe for a Common

Future (£2 million). Many of the other groups funded by LIFE+

are also members of the EEB, so they receive additional

support indirectly. 
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That funding is an unfair subsidy on behalf of many people who

may not agree with the environmentalist campaigns’ objectives.

It also biases European environmental policy, and creates further

costs for taxpayers as many of these groups have launched legal

actions against the British government – meaning that taxpayers

pay for both sides of the case. 

Associated problems

Taxpayers fund groups they disagree with 

While most people appreciate the natural environment and

support protecting it to some degree, expensive and far-

reaching regulations are often far more controversial. 

Many of the funded campaigns support the introduction of

more stringent targets to reduce greenhouse gas (GHG)

emissions, which would likely result in significantly higher costs.

For example, the EEB accused the Polish government of being

“short-sighted” for opposing a unilateral move towards the 30%

target for emissions reductions by 2020. [1] 

That increase in the short-term target was initially offered at the

Copenhagen Climate Conference and was contingent upon

other countries agreeing to a binding global deal. Such a deal is

now clearly not forthcoming. To go ahead anyway could impede

economic growth, which would concern many taxpayers but

possibly not some of the organisations funded under LIFE+. CEE

Bank Watch argues for “climate-friendly development that is not

driven by economic growth per se”. [2] 

The EEB has recommended that minimum levels should be

introduced for energy taxes such as Fuel Duty. [3] While Britain

already had the highest taxes on motor fuel in Europe in

September 2011, a minimum could still mean a further rise to

above the current rate over time and it would stop a

government choosing to reduce the excessive burden on

motorists in the future. 

Undermining their independence 

The independence of the environmentalist campaigns

themselves is also undermined by taxpayer funding. Greenpeace

has a stated policy of accepting no funding from governments, in

order to safeguard its independence, which it calls one of its

“core values”. There have been violations of that policy, for

example with lottery funding in the Netherlands [4] but it is

telling that they understand the implications that taxpayer

funding would have for their organisation. 

Many of the groups listed in this report receive taxpayer

funding from a number of sources. For example, the EEB, in its

Annual Report 2010, lists its sources of funding for 2009 and

2010. [5] 

With around two-thirds of its funding coming from the

public sector, it is hard to see the EEB – the umbrella group

for many of the others listed in this report, including Friends

of the Ear th – as a meaningfully independent non-

governmental organisation (NGO). Ear lier TaxPayers’

Alliance research had found a similar pattern with many

groups receiving funding from both British public sector

bodies and the EU. [6] 

This is particularly important as many of these organisations are

increasingly being drawn directly into policy making. For

example, charities like WWF are involved in the creation of

ethical standards for products from biofuels to timber. The

purchasing power of the public sector is increasingly being used

to promote those standards and this is likely to increase with a

new policy on Corporate Social Responsibility that the

Commission argues should mean “leveraging EU policies in the

fields of consumption, investment and public procurement in

order to promote market reward for responsible business

conduct”. [7] 

If environmentalist campaigns are largely funded with money

raised in taxes and have an increasingly direct role in public-

sector decision making, their status as true NGOs is

undermined. They are more and more like non-departmental

public bodies or public corporations that exist in a grey area

between the public and private sectors. If that continues, then

they need to be subject to greater public accountability than is

expected with genuinely independent and privately funded

organisations. 
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Collusion with commercial interests 

Funding for environmentalist campaigning is sometimes justified

on the grounds that it balances corporate lobbying against

environmental regulations. However that misunderstands the

nature of the debate over those regulations. The debate is never

between a uniform corporate interest in less regulation and an

environmentalist campaign for more. New regulations create

profits for some businesses and costs for others. Those costs

may also be passed on to consumers. 

For example, the EU’s Emissions Trading System creates

substantial new profits in the energy sector. WWF call it “a

crucial cornerstone of climate change policy in the UK and

Europe” and has attacked the “lax caps proposed by many

member-states”. [8] If those caps were tightened that would be

likely to mean higher profits in the energy sector, particularly for

nuclear generators like EDF Energy that have successfully

lobbied for a carbon price floor in the UK. It would also mean
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higher costs for manufacturing industries, threatening jobs at

exporting firms, and consumers. [9] 

Another example is the legal case that Friends of the Earth

successfully brought against the British government over cuts in

solar subsidies. The case was successful thanks to a procedural

failure on the government’s part, scheduling cuts to come in

before the close of the official consultation. Friends of the Earth

brought the case along with two commercial firms –

Solarcentury and HomeSun – and, in the press release

announcing their victory, called for more money to support solar

installation. [10] Their contribution to success in the legal action

will have increased profits across

the solar sector and particularly

for those firms that brought the

case alongside them. Taxpayers’

money is not only paying for

both sides of a legal case, but

also clearly supporting a

particular corporate interest. 

Other groups funded through

LIFE+ have also launched legal

challenges against the British

government, including dedicated legal organisations such as

ClientEarth which claims to be “providing a new service to

Europe’s NGOs: legal muscle”. [11] 

Bias in European policy 

While lobbying and professional political campaigning may

sometimes be ugly, they have a vital democratic purpose.

Taxpayer-funded lobbying and political campaigning does not

represent any independent economic or popular interest. It

promotes the priorities of politicians or officials and allows them

to cement or expand their existing influence. It acts to reinforce

existing political judgments. 

The objectives of taxpayer-funded politics are closely aligned to

those of the politicians and officials granting the funding. Officials

and politicians are, in many ways, not representative of the

broader population. They are more likely to live in city centres,

less likely to drive, generally well off and work in the public

sector. 

They are likely to approve of the present direction of policy,

as they are the ones who set that direction, and will be

reluctant to concede that it should be changed. This will mean

that taxpayer-funding lobbying and political campaigning would

slow changes in response to new evidence or circumstances.

For example, the drive towards increasingly draconian targets

to limit GHG emissions in Europe, where policy is continuing

to develop in the same direction despite other countries

making it clear they are unwilling

to adopt similar targets for

cuts in emissions by 2020. 

The organisations funded by

LIFE+ also take political

positions that contradict

Britain’s interests, though they

are in line with the policy goals

of the EU institutions. 

Take, for example, Friends of the

Earth campaigns for a Financial Transaction Tax. [12] The

incidence of the tax would be most likely to fall initially on savers

and, over time, on workers [13] so it would mean a new burden

on taxpayers. It would also impose a particular burden on Britain

by making our financial services sector less competitive globally. 

The statistics in Table 2 are sourced from European Commission

lists of funded NGOs from 1997-2011. [14] Some of the

organisations have been aggregated under different titles, for

example the EEB received funding under its French name in

2004. 

The TaxPayers’ Alliance, UK

Research Note 110

June 19, 2012
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Malaysia’s Palm Oil Trade Seminar (POTS) series

have been a feature event for many years now,

providing an opportunity for industry leaders and

policy makers to come together to discuss the role of this

commodity in a variety of industrial sectors. Participants are also

able to learn first hand about innovations and future trends in

the sector. 

While some POTS revisit mature palm oil markets with a long-

standing recognition of the importance of palm oil, others offer

an opportunity for ground-breaking bilateral partnerships. The

POTS held in Bucharest, Romania, from Sept 17-19 illustrated

such an opportunity.

As a gateway to the Balkans and Eastern Europe, Romania is a hub

for international trade into the European Union (EU). With

ambitions toward greater economic development and increasing its

stature as an international trade hub, Romania has set its sights on

attracting trading partners, including the Malaysian palm oil industry. 

In 2011, Romania imported 4,846 tonnes of Malaysian palm oil

(Table 1). 

“We import Malaysian palm oil due to the positive feedback

received from our customers and we foresee a market uptrend

towards the end of the year,” Virginia Stancu, the director-general

of oils and fats supplier Render Com, told Malaysian news

agency Bernama.
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Malaysian Minister for Plantation Industries and Commodities,

the Hon. Tan Sri Bernard Dompok, called Romania a “key

emerging market for oils and fats including palm oil” in interviews

with the media. 

“We believe the level of palm oil awareness can be expanded in

this country,” he noted.

Tan Sri Dompok met with senior government officials to discuss

potential development opportunities from increased imports of

Malaysian palm oil. Of primary interest were plans to develop

Romania’s Port of Constanta as a key port of entry for palm oil

imports into the EU. 

The Port of Constanta is the fourth largest in Europe and the

largest on the Black Sea, with a current capacity of more than

100 million tonnes per year. The port is also connected to the

European rail network, making it an ideal distribution point for

the entire regional market.

MPOC chairman Datuk Lee Yeow Chor called the Romanian

market “unique” for its access to hypermarkets for palm oil and

noted that demand continues to grow for affordable vegetable

oil imports. Previously a net exporter of vegetable oils, Romania

is now looking to producers outside the EU to meet its growing

demand, which has surpassed domestic production in the past

three years.

The EU itself is the third-largest importer of Malaysian palm oil,

behind India and China in terms of volume. This reflects not only

a large and affluent population, but also the significant presence

of the food sector that is a global leader with iconic brands and

high quality standards. 

Impediments to free trade

Romania has been looking to increase palm oil imports to

stimulate its industrial sector, going so far as to revise trade

policies to allow for a larger volume of imports. In 2011, it

reversed a policy excluding biofuel imports in favour of domestic

sources.
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Unfortunately, EU policies continue to stand in the way of

Romania’s ambitions, reflecting a wider challenge for member-

countries looking to carry out their commitments to free trade.

For instance, while Romania seeks to open up its market to

biofuel imports, the EU’s Renewable Energy Directive restricts

third-country feedstock like palm oil from counting towards

national targets.

In addition, newly released draft legislation on indirect land-use

change – as yet unproven and immeasurable criteria

championed by environmental activists – reflects an ongoing

effort to limit biofuel imports into the EU. 

These limits would apply equally to developing countries like

Malaysia and advanced countries like the US. But biofuel

producers are staging a revolt against the proposed policy,

reflecting the EU’s uneasy alliance with environmental activists.

Malaysia stands as a willing trade partner with countries like

Romania that are trying to move towards mutually beneficial

trade. As Tan Sri Dompok pointed out, both consumers and

businesses stand to benefit from this.

MPOC

In recent months, vegetable oils have been the subject

of much discussion in France. A poorly-defined

understanding of the role of saturated fats and

vegetable oils in the French diet has led to substantial

criticism of, and attacks on, palm oil, and products

containing palm oil. These attacks have been led

primarily by large supermarket chains, such as Casino

and Systeme U, and have been supported by left-wing

politicians.

The most high-profile of these attacks was the proposal

of Senator Yves Daudigny to add a 300% tax on palm oil.

This was soon dubbed the ’Nutella tax’ because of the

effect it would have on the famous chocolate spread.

Nutella is more popular in France than anywhere else in

the world – and the great taste and quality of the

product has been attributed partly to the role of palm oil

in the recipe.

French senators accused palm oil of being responsible for

health problems in France, and for containing too high a

level of saturated fats. The French scientific community

responded by publishing a report, from the French Food

and Health Foundation, which stated that removing palm

oil from the French diet was not a responsible course of

action, as it may lead to an increase in trans-fatty acid

consumption. In addition, eminent French academics such

as Dr Jean Graille and Dr Jean-Michel Lecerf have made

clear that palm oil, as part of a balanced diet, does not

pose health risks and can be trusted.

On Nov 26, the debate changed as the French National

Assembly rejected the proposed Nutella tax. The views

of the scientific community in France, as well as palm oil

producers from Asia and Africa, had clearly been taken

into account in the decision of the National Assembly.

Observers agree that it is unlikely that the image of palm

oil in France will be changed overnight as a result of the

vote. Casino and Systeme U have separately launched

large, well-funded advertising campaigns that denigrate

palm oil, and Green MPs have made clear their intention

to re-raise the Nutella tax issue in 2013.

Palm oil is a relatively small but important component in

the French diet. The unique properties of palm oil,

alongside price competitiveness, have made it a crucial

partner for many French food companies. The science

and the facts on palm oil are clear : it is a healthy part of

a balanced diet, free of trans-fatty acids, and valuable for

food products and other consumer goods. The

advertising budget of palm oil’s opponents is large, but

there are clear signs that the science and the truth are

gaining ground in France.

MPOC

‘Nutella Tax’ Defeated in France
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The world market will get

increasingly dependent on

palm oil in Oct/Sept 2012/13,

when growth in global consumption of

palm oil is likely to accelerate to at least

3.7 million tonnes. This is due to

insufficient supply of seed oils, primarily of

sunflower, rapeseed and soybean oils.

Palm oil prices are beginning to recover

from undervalued territory. Although we

assume a slowing-down of the growth in

total world consumption of oils and fats

(due to the economic crisis and slower

off-take for biodiesel), there will be a

production deficit worldwide in all oils

and fats, resulting in a decline in stocks

and an appreciation of vegetable oil

prices in 2013.

Prices of crude and processed palm oils

recovered by US$20-40/tonne at various

locations during the week ended Oct 11,

thus partly correcting the recent price

setback which was overdone. Although

palm oil stocks in Malaysia and Indonesia

are currently unusually large, we expect

an additional price recovery in the

medium term. Its timing and magnitude

will depend on consumer reaction to the

very attractive palm oil prices (both in

the food and the energy sector) and their

buying policies.
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In Europe, the CPO price has fallen by

US$10-20/tonne below Brent crude oil

lately. This is an unusual occurrence

which has considerably improved the

price competitiveness of palm oil for

energy consumption. The development

of daily prices of CPO in Rotterdam

and of Brent crude oil is shown in

Figure 1.

Furthermore, palm oil has significantly

improved its price competitiveness in the

food sector with record discounts

relative to soybean oil (Figure 2). RBD

palm olein (FOB Malaysia) had recently

dropped to around US$790-800 and

recovered to US$835 for nearest

forward shipment on Oct 11, which was

still US$245 below Argentine soybean oil

and US$254 below Brazilian soybean oil

(FOB). The palm oil price discounts vis-à-

vis sunflower oil and rapeseed oil were

even larger.

Consumers will probably take advantage

of the attractive palm oil prices which

are below the fundamentally justified

level, while exporters are ready sellers

owing to their unusually large stocks. The

prospective sizable declines in world

expor t supplies of sunflower oil,

rapeseed oil and soybean oil will

considerably raise the global

dependence on and the demand for

palm oil in Oct/Sept 2012/13. The very

attractive palm oil prices give an

incentive to switch even now. However,

the approaching wintry conditions in the

consuming areas of the nor thern

hemisphere are partly seen as a limiting

factor for palm oil.

Global demand prospects for palm oil

have improved. For Oct/Sept 2012/13 we

now forecast world consumption to

increase by 3.7 million tonnes, thus

considerably exceeding the year-on-year

growth of 2.63 million tonnes registered

over the past 12 months. We also expect

a sizable recovery of world exports. In

April/Sept 2012 palm oil exports fell

short of expectations, reaching only 19.3

million tonnes, down 0.9 million tonnes

from a year earlier. This contributed to

the accumulation of combined stocks in

Malaysia and Indonesia to a record high at

the end of Sept 2012.

One reason for the poor expor t

performance of palm oil in the past six

months is to be seen in the unusually

large global exports of sunflower oil

which increased by 1.3 million tonnes

or 53%, while another reason is the

decline of biodiesel production in the

EU27.



GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.9 ISSUE 4, 201220

Markets

But in Oct/Sept 2012/13 the prospective

sizable decline in world exports of

sunflower, rapeseed and soybean oils by a

combined 1.1 million tonnes will

contribute to a demand shift in favour of

palm oil. The current unusually large price

discounts of crude and processed palm

oils relative to other vegetable oils and

tallow will stimulate a demand shift in

favour of palm oil not only in the food

sector, but also in the oleochemical

industry and for energy purposes. 

In Table 1, we summarise our current

export estimates for the four major

vegetable oils for 2012/13. The

anticipated growth in palm oil exports by

2.3 million tonnes is probably still

conservative, but in any case it will be

above average.

Palm oil can also satisfy increasing world

demand in 2012/13. With stocks in

Malaysia and Indonesia at a record high at

the beginning of Oct 2012 and

production rising sharply at least in the

first 6-9 months of the new season,

world supply of palm oil will be ample.

This will keep palm oil at a sufficiently

attractive price discount relative to

soybean oil, other vegetable oils and

tallow, triggering considerably stronger

demand from consumers in the food and

non-food industries.

Since 2004 palm oil has become the

most dominant vegetable oil produced,

sharply exceeding soybean oil. For

Oct/Sept 2012/13 we estimate world

palm oil production at 54.1 million
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tonnes. This is 11 million tonnes above

the projected world soybean oil output

of 43.1 million tonnes (Figure 4). 

Outlook for 17 oils and fats

In our latest forecast we expect a

production deficit to develop for 17 oils

and fats in Oct/Sept 2012/13, primarily

due to developments in sunflower,

rapeseed and soybean oils. It is the first

season in 20 years in which combined

world production of the 10 seed oils will

not increase. We estimate combined

production to reach 101 million tonnes in

Oct/Sept 2012/13, down fractionally by

0.3 million tonnes from a year earlier and

in contrast to an average annual growth

of 3.3 million tonnes during the

preceding five years. 

Sunflower oil is likely to suffer a decline

by at least 1.2 million tonnes from the

record 15 million tonnes achieved last

season. Production of rapeseed oil will

probably decline by at least 0.2 million

tonnes. Some reductions are also likely to

occur in cotton seed oil and groundnut

oil.

These declines cannot be offset by the

prospective recovery of 1.1 million

tonnes in soybean oil in the full season as

well as somewhat higher production of

coconut oil and palm kernel oil. The

decline in world seed oil production will

be even more pronounced in the first

half of the 2012/13 season when world

crushings of soybeans are seen declining

by at least 3 million tonnes (seed

equivalent).

World palm oil production exceeded

expectations in July/Sept 2012, mainly on

account of Indonesia and Malaysia and is

likely to remain unusually high also in

Oct/Dec 2012, bringing their total for

July/Dec 2012 to an estimated 28.8

million tonnes, which is equivalent to an

unusually high share of 55.1% of world

production this calendar year.

According to our latest estimates, world

palm oil production in July/Dec 2012 is

likely to be up 5.2 million tonnes from

Jan/June 2012 and 1.5 million tonnes

from July/Dec 2011. This is mainly on

account of Indonesia for which we now

expect CPO output to reach a new high

of 26 million tonnes in calendar year

2012, while Malaysian production is seen

shrinking to 18.5 million tonnes (Table 2).

The year-on-year increase in world palm

oil production is likely to slow in

April/Sept 2013, mainly on account of

Indonesia. For the full season Oct/Sept

2012/13, we estimate world production

at 54.1 million tonnes, up 2.8 million

tonnes from a year earlier.
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In summary, our current forecast for 17

oils and fats points to a global production

growth of only 2 million tonnes this

season, substantially trailing the year-on-

year increases of 7.2 million tonnes in

Oct/Sept 2011/12 and 6 million tonnes in

2010/11.

World consumption growth has slowed

considerably, primarily on account of

latest developments in the biodiesel

industry. In the Oil World Weekly of Oct

5, we highlighted this topic, pointing out

that biodiesel production in Brazil is set

to decline sizably this year. In Argentina,

biodiesel producers have also cut back

owing to deteriorated expor t

prospects in Oct/Dec 2012 as well as

unattractive domestic sales prices for

biodiesel. Also in the US, production has

slowed down since August after it had

been sharply above last year’s level in

Jan/July 2012. In the EU, biodiesel

production declined from a year earlier

in April/Sept, curbing imports and usage

of oils and fats.

In our preliminary forecast we expect

total world consumption of 17 oils and

fats to increase by only 4.5-4.8 million

tonnes this season, considerably trailing

the year-on-year increases of 6 million

tonnes last season and 6.2 million tonnes

in 2010/11. 

Insufficient production will result in a

sizable decline of world stocks in the

2012/13 season. The stocks/usage ratios

are likely to shrink, primarily for soybean

oil but also for sunflower oil, rapeseed oil

and palm oil. This is at first a supportive

and later bullish factor for vegetable oil

prices, resulting in price strength,

primarily from January 2013 onward.

Palm oil price outlook

We at Oil World expect a pronounced

recovery in palm oil prices within the

next 6-8 months. The price strength will

mainly be derived from spillover tightness

of other vegetable oils (primarily

sunflower, soybean and rapeseed oils)

resulting in accelerating world demand

for palm oil. Palm oil production in

Malaysia and Indonesia will start declining

seasonally from November. 

Due to the prospective larger export

demand, we do not expect a further

accumulation of palm oil stocks in

November and December. Stocks of palm

oil and other vegetable oils are seen

declining sizably in Jan/March 2013. We

expect an increase in CPO futures at the

Bursa Malaysia Derivatives to about

RM3,300 until around March or April 2013.

Soybean production

On Oct 11 the USDA took most market

participants by surprise by announcing an

upward revision of this year’s US soybean

crop to 2,860 million bu (77.8 million

tonnes), 3.5% above average market

expectations and an impressive 8.6%

above a month earlier. The upward

revision of 6.2 million tonnes from Sept

12 was really significant, increasing US

export availability of soybean and derived

products. 

Still, the US and world supply of soybean

and products will be very tight in the first

half of this season. But the rationing job has

become less difficult – a scenario the

futures markets had already discounted in

the form of significant price setbacks ahead

of the report. In fact, the price setbacks in

soybean and product futures, mainly

caused by heavy long liquidation, had been

overdone, creating oversold conditions. 

The USDA made upward revisions in the

soybean planted area by 0.5 million ha
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and in the harvested area by 0.4 million

ha and raised the average yield to 37.8

bu/acre (from 35.2 a month earlier),

though it is still trailing the 41.9 bu/acre

last year and 43.5 two years ago. Total

supply will still be down sizably by 7

million tonnes from the already reduced

level of last season and will remain at a

10-year low.

With US soybean harvest pressure

subsiding, we expect soybean prices to

bottom out and recover in the coming

weeks to ensure sufficient demand

rationing in Sept/Feb 2012/13. The

market will increasingly focus on weather

developments, planting progress and

production prospects in South America

in the weeks and months to come.

Despite the upward revision of the US

soybean crop, world supply will still decline

by 27 million tonnes from a year ago in

Sept/Feb 2012/13. Supply is not as tight as

anticipated a month earlier (down 32

million tonnes, mainly on account of an

under-reported US crop) but demand-

rationing will still be necessary worldwide.

The US will not be able to fully offset the

severe supply shortage in South America

where exports are likely to fall by around

8 million tonnes from last year in Sept/Feb

2012/13. The year-on-year decline could

be even larger considering the current

planting delays which will result in

correspondingly later harvesting in early

2013.

We now estimate US soybean exports

to increase by 2.3 million tonnes from last

year to 26.8 million tonnes in Sept/Feb

2012/13. They almost doubled from last

year to 2.5 million tonnes in September

and we expect shipments to accelerate in

October and November, driven by strong

import demand from China and other

destinations, primarily as a result of the

demand shift caused by insufficient South

American supplies.

US soybean exports and crushings sizably

above our current estimates in the first

six months of this season would

jeopardise satisfaction of interior demand

in the second half of the US season,

particularly from the domestic crushing

industry and the soybean meal and oil

consumers. According to our current

estimates, US soybean stocks are likely to

be unusually small at 29.8 million tonnes

as at end Feb 2013.

Global soybean production prospects will

now largely depend on the weather in

South America. We currently estimate

world production at 269.4 million tonnes

in 2012/13, implying an upward revision

of 5.7 million tonnes from a month

earlier, mainly on account of the US. This

is a sharp increase from the drought-

reduced production level of 239.7 million

tonnes last season. However, the sharply

reduced opening stocks will limit the

growth of world supply to 9.5 million

tonnes (Table 5).

There is an increasing risk that

unfavourable weather conditions in
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South America will hinder the record

soybean planting intentions. In fact, there

have been considerable delays in sowing

in major Brazilian growing areas. It is still

early in the season but fur ther

developments must be watched closely.

Weather anomalies are again being

experienced in South America. The net

impact on grain and oilseed crops is still

unclear, but unusual developments have

prevented a timely start of summer crop

plantings in many parts of South America.

Too much rainfall was again observed in

several major growing areas in Argentina

as well as Uruguay and southern Brazil,

inundating fields and making fieldwork

impossible. This has delayed the start of

planting.

There are some forecasts that major

agricultural areas of Argentina will

receive sharply above-normal rainfall in

Oct/Dec 2012 owing to a change in

climatic conditions which

meteorologists explain by the persisting

El Niño phenomenon in that region. This

could result in lower than intended

combined plantings of grains and

oilseeds. It is still early in the season and

there is time for weather improvement.

There is a possibility that smaller than

intended grain plantings could finally

result in larger than intended soybean

plantings, if conditions improve in

November and December.

Some sources indicate that the unusually

wet conditions have increased the risk of

disease in the affected areas of Argentina,

Uruguay and southern Brazil. In contrast,

in central Brazil (primarily Mato Grosso,

Mato Grosso do Sul and Goias) the start

of planting is delayed by very dry

conditions. Some beneficial rainfall is now

expected to arrive in that region in the

near term, which is good news. But

follow-up rainfall is required and some

forecasts indicate that it may become

somewhat drier again in the last week of

October.

Insufficient supplies will enforce a

decline in world crushings of 10 oilseeds

by 5 million tonnes from a year earlier in

Sept/Feb 2012/13. The decline in

soybean is estimated at 3.5 million

tonnes (against an increase of 2.8 million

tonnes a year ago), while processing of 9

other oilseeds (taken as a group) is now

expected to decline by 1.2 million
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tonnes (against an increase of 5.7 million

tonnes a year ago). This will also reduce

world production of seed oils as well as

oilseed meals accordingly. In the case of

meals the stocks are insufficient to offset

the production decline, which will

necessitate a year-on-year demand

rationing.

In the case of oils and fats, the

prospective decline in seed oil

production in Sept/Feb 2012/13 will be

cushioned by relatively large world

stocks as well as a sizable increase in

world palm oil production. Still, it will

contribute to a slowing-down of the

growth of world supply of oils and fats

and trigger a cutback of stocks,

primarily in early 2013, resulting in

higher prices.

A summary of our world supply and

demand estimates of 10 oilseeds is given
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in Table 6. On the supply side the

prospective increase in world production

of 10 oilseeds by 25 million tonnes will

be largely offset by a decline of 22 million

tonnes in opening stocks. As a result,

world supply of 10 oilseeds will rise only

slightly by 3 million tonnes or 0.6% for

the full season 2012/13. 

However, as we have pointed out, the

first half of the season will still be

characterised by a substantial decline in

supply. Supply relief will only be noticed in

the second half of the season, but

weather conditions will be a major

uncertainty to watch as it will largely

determine South American oilseed

production in early 2013.

Insufficient supply will curb world

consumption of 10 oilseeds to probably

only 460 million tonnes in 2012/13,

according to our current estimate. This is

1 million tonnes below that of last

season. The prospective increase in

soybean output will be more than offset

by reduction in the consumption of

rapeseed, sunflower seed, cotton seed

and other oilseeds.

Prospects for palm oil

Palm oil has experienced an

unprecedented success story during the

past 30 years. World production more

than doubled every 10 years from 4.6

million tonnes in calendar year 1980 to

11 million tonnes in 1990 and 21.9

million tonnes in Jan/Dec 2000. A further

steep increase to 45.8 million tonnes was

registered in 2010.

In Jan/Dec 2011 world palm oil output

reached 50.4 million tonnes (Table 7) and

thus accounted for 28% of world

production of 17 oils and fats and for

57% of world exports. This is a clear

confirmation of the importance of palm

oil in satisfying consumer demand

worldwide. It is interesting to realise that

in 2011 oil palm had covered only about

6% of the global harvested area of all

oilseeds. This is a clear confirmation of the

outstanding yield/ha, far exceeding those

of soybean, sunflower seed, rapeseed and

other oilseeds.

Consumers worldwide will become even

more dependent on palm oil in the years

ahead. In our long-range study, we

estimate that world demand will rise to

around 78 million tonnes in 2020. This

will require a substantial increase in world

production of an average 3.1 million

tonnes per annum in the nine years until

2020.

This can only be accomplished if

additional efforts are made in Malaysia,

Indonesia and other countries to bring

about pronounced increases in oil palm

plantings. Furthermore, it is of great

importance to accomplish better yields

by improving management practices and

breeding, and to apply better inputs.

There will also be increasing replanting

requirements in the years ahead.

Report as at Oct 16, 2012

Thomas Mielke

Executive Director,

ISTA Mielke GmbH

This is an edited version of the paper presented at

POTS in Kuala Lumpur in October.  ISTA Mielke GmbH

publishes ‘Oil World’. 
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Malaysia, the world’s No. 2 producer of palm oil, will

scrap a tax-free export quota for the crude grade

from 2013 in a bid to reduce feedstock prices for

refiners who have lost market share to top supplier Indonesia.

The government plans the step in tandem with a cut in CPO

export taxes, also slated for 2013, as it moves to help refiners offer

cheaper cargoes, Plantation Industries and Commodities Minister,

the Hon.  Tan Sri Bernard Dompok, said in Kuala Lumpur.

The measures could help boost exports next year and give

some support to benchmark Malaysian palm oil futures, which

have lost 23% so far this year.

Minutes after the government announced the plan today, the

market tumbled more than 4% as traders had expected a more

immediate policy move to help cut into Malaysian stocks that hit

a historic high of 2.48 million tonnes in September.

“If these policies actually happen in 2013, it will have a good

long-term effect on the palm oil market,” said a trader with a

foreign commodities brokerage in Kuala Lumpur.

“But right now, it seems to me that they are buying more time

to assess the situation.”

It has taken Malaysia more than a year to respond to Jakarta’s

action last September in cutting its own export taxes for

processed palm oil to boost margins and lure investment.

As a result, Indonesian refiners offered cheaper cargoes that

prompted demand to shift away from Malaysia.

Malaysia’s unexpected move to scrap the tax-free CPO export

quota, which was recently hiked to 5 million tonnes or a quarter

of total national output, is a major step as refiners blame the quota

for artificially tightening supply and boosting feedstock prices.

The quota, devised initially to help big firms ship out CPO more

cheaply to their overseas refiners, have since become a way of

boosting exports and managing stocks.

But the export quota has not really helped boost shipments.

Government officials said 2.5 million tonnes of the quota have

been used this year, with demand from key consumer India slow

as it harvests its oilseed crop.

Monthly CPO export taxes?
Malaysia also said it plans to boost its biodiesel blending

programme, speed replanting and support small farmers who

grow oil palm on 40% of the total planted area of 5 million ha

and are a key vote bank for the government.

There was little detail on the widely anticipated cut in CPO

export taxes, although the minister later told the local media

that the scale of of the tax would range between 4.5% and 8.5%.

Later, a government official told Reuters that Malaysia would

announce in December new CPO export taxes, set to be lower

than the current 23% duty.

The tax will be effective from Jan 1, said the source, who declined

to be identified as he is not authorised to speak to the media.

“We are following the Indonesian model in setting monthly

export taxes for CPO but the beauty is that our refined palm oil

export duties are always at zero,” said the source. 

“We are back in the game.”

Niluksi Koswanage, 

Reuters, Oct 15, 2012

This is an edited version of the article.
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Malaysia’s dynamic oils and

fats industry is set to

expand due to wider

applications of products in the food and

non-food sectors. Last year, the industry

contributed RM103.5 billion (12.4%) to

the national economy, according to the

Department of Statistics Malaysia

(DOSM, 2012). 

Palm oil, palm kernel oil and coconut oil

are produced locally. Some amounts of

CPO, crude palm kernel oil and coconut

oil are imported, as are soybean, palm

kernel and copra for crushing to produce

oils (Table 1). 

The land area under oil palm has been

extended by an average of 3.7% per

annum since 2006 to exceed 5 million ha

last year (Table 2). Competition for land

has simultaneously led to a drop in

coconut plantings, from 119,465 ha in

2006 to 108,828 ha in 2011. 

The production of fresh fruit bunches

(FFB) from oil palm went up from 72.59

million tonnes in 2006 to 84.3 million

tonnes in 2011. FFB are processed at mills

to produce CPO and palm kernel. In

2011, the oil extraction rate registered

20.35%, while the kernel recovery rate

was 5.07%, and the kernel oil extraction

rate recorded 45.84%.

In 2011, the mills processed 92.92 million

tonnes of FFB, up by nearly 12% over the

previous year. The capacity utilisation rate

rose to 93.44% from 85.67% over the

same period, mainly due to the higher

volume of FFB supply. About 18.91 million

tonnes of CPO and 4.7 million tonnes of
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palm kernel were produced last year, up

by 11.30% and 9.64% respectively from

2010. 

CPO is delivered to refineries,

oleochemical plants and biodiesel plants

for further processing, or exported for

downstream activities. In 2011, about

3.47 million tonnes of CPO were

exported, while 15.44 million tonnes

were processed locally. 

Palm kernel is sent to crushing plants to

produce crude palm kernel oil (CPKO)

and palm kernel expeller (PKE). The

plants processed 4.68 million tonnes of

palm kernel in 2011, or 6.85% more than

in 2010. As a result, the crushing capacity

utilisation rate increased to 68.22% from

63.75% in 2010. 

About 2.14 million tonnes of CPKO

and 2.39 million tonnes of PKE were

produced in 2011, or higher by 6.45%

and 6.47% respectively compared to

2010. CPKO is either expor ted or

delivered to refineries or

oleochemical plants for downstream

activities. In 2011, about 205,457

million tonnes of CPKO were

expor ted, while the remainder was

processed locally.

Malaysia’s oils and fats imports grew from

1.11 million tonnes in 2005 to 2.14

million tonnes last year. The value rose

from about RM7.2 billion in 2010 to

RM11.5 billion in 2011, according to the

DOSM. Imports comprised soybean oil,

rapeseed oil, sunflower oil, corn oil,

groundnut oil, linseed oil, castor oil, as

well as oils and fats of animal origin such

as butter and tallow.

The palm oil share of imports went up

from 49.98% to 60.97% over this period

while that of palm kernel oil tripled,

accounting for about 18.14%. Soybean

and coconut oils accounted for 7%

respectively, and rapeseed and sunflower

oils for about 3% each. Groundnut oil,

sesame oil, corn oil, linseed oil, castor oil,

butter and tallow held a combined share

of about 1%. 

Industrial demand

Processing sector 

The oils and fats industry is well

developed and diversified in Malaysia.

Aside from upstream processors that

provide feedstock, there is an

established downstream processing

sector. According to the Malaysian

Investment Development Authority, 261

companies were registered as

manufacturers of vegetable and animal

oils and fats last year. The majority turn

out palm-based products and those

from other oils and fats, with only a

small number being involved in specific

oils and fats products. 

Palm oil refineries 

Last year, 56 palm oil refineries were in

operation, with a total annual capacity of

24.97 million tonnes. Two plants with a

total capacity of 0.56 million tonnes were

not operating. Another 24 refineries with

a combined annual capacity of 8.98

million tonnes were in various stages of

planning or construction (Table 3). 

About 1.3 million tonnes of CPO and

0.39 million tonnes of CPKO were

imported in 2011 to meet the needs of

refineries. These refineries processed

about 16.31 million tonnes of CPO and

1.58 million tonnes of CPKO last year,

compared to 15.72 million tonnes and

1.64 million tonnes respectively in 2010.

The refining utilisation rate was 75.41%,

against 75.86% in 2010. 
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About 14.52 million tonnes of processed

palm oil (PPO) and nearly 1 million

tonnes of processed palm kernel oil

(PPKO) were exported in 2011, while

1.2 million tonnes of PPO and PPKO

were utilised by oleochemical plants.

Biodiesel plants utilised about 0.1 million

tonnes of PPO as feedstock.

Oleochemical industry 

Seventeen plants were in operation last

year with total annual capacity of 2.66

million tonnes. One plant was in the

planning stage with production capacity

of 0.06 million tonnes (Table 4).

In 2011, these plants processed 2.19

million tonnes of palm oil and palm

kernel oil feedstock, up by 7.04% against

2010 (Table 5). On average, the capacity

utilisation rate was 80.80% in 2011,

slightly lower than the 83.13% achieved

in 2010.

Biodiesel industry 

Last year, 59 biodiesel manufacturing

licences involving a total annual capacity

of 6.79 million tonnes were approved

under the Malaysian Biofuel Industry

Act 2007. Of this, 20 plants were in

commercial production with a total

annual biodiesel capacity of 2.62 million

tonnes. Construction of 13 plants with a

total capacity of 1.19 million tonnes per

year has been completed, while six

plants are still under construction.

About 20 plants with an annual capacity

of 1.75 million tonnes are still under

planning. 

In Malaysia, CPO and PPO are the main

sources of feedstock for biodiesel

production. In 2011, the plants processed

210,884 tonnes of palm oil as feedstock,

comprising 101,183 tonnes of CPO and

109,701 tonnes of PPO.

Food-based demand

Domestic food use of CPO amounts to

less than 5% of the output. Cooking oil

accounts for 80% of this, while

margarine/shortening utilises the rest

(USDA, 2012). Palm kernel oil, soybean

oil, corn oil and coconut oil are the other

vegetable oils consumed. The livestock

sector takes up less than 2% of the CPO

output.

Soybean oil goes into less than 5% of

food use in Malaysia. It is consumed

primarily as premium-quality cooking oil,

but is also blended with local oils for the

retail market. Crushers refine imported

crude soybean oil for re-export to third

countries whenever this is profitable.

Coconut oil accounts for less than 1% of

local consumption. 

Consumption of oils and fats grew by

6.3% per annum from 2.35 million tonnes

in 2000 to nearly 3.7 million tonnes in

2011 (Table 6). The two main drivers of

consumer demand are population

growth and higher per capita income.

Malaysia’s population is expected to

reach 28.9 million this year (Table 7). The

influx of foreign workers has added to

the direct demand for food and indirect

demand for oils and fats products. A high

and positive correlation index (0.94)

indicates a strong linear relationship

between population and consumption of

oils and fats. 
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The per capita income in 2010 was

RM26,175, an increase of 9.75% over

RM23,850 in 2009. The preliminary level

in 2011 was RM29,094 and is projected

to rise to RM31,097 this year (Table 8). 

A study has found that Malaysians are

more likely to step up consumption of

meat (1.3543), fish (1.2207), vegetables

(1.1554), oils and fats (1.1165), and fruit

(1.0506) as per capita income goes up

(Tey Yeong-Sheng et al, 2008). If quality is

considered, the elasticities were adjusted

led by meat (1.4102), oils and fats

(1.2993), fish (1.1797), vegetables

(1.1658), and fruit (1.0506). 

(The data within brackets indicate

elasticities – i.e. a 1% increase in per capita

income would cause a 1.11% increase in

consumption of oils and fats products.

Where quality is considered by

consumers, it would cause a 1.29%

increase in consumption of such products.)

In summary, with and without

incorporation of quality, both of the

elasticities indicated that higher value

food products (namely meat, oils and fats,

and fish) and healthy products

(vegetables and fruit) are expected to

lead in the Malaysian diet.

Export demand 

Exports of oils and fats expanded by

4.32% per annum from 14.64 million

tonnes in 2005 to 19.45 million tonnes in

2011 (Table 9). According to DOSM, the

export value increased from about

RM54.1 billion in 2010 to RM73.2 billion

in 2011.

The export share of palm oil has

remained at about 92% since 2005, but

that of palm kernel oil has grown from

5.8% to 6.5% over the same period.

Soybean oil declined in terms of

volume and share from 95,400 tonnes

(0.7%) in 2005 to 61.5 million tonnes in

2011.

Palm oil performance

In the first six months of this year, CPO
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production was 7.81 million tonnes – or

lower than the corresponding period in

the previous three years (Table 10). In

2009, production in H2 had improved by

21.8% over H1. In 2010 and 2011, H2

output was similarly better by 13% and

20.1% respectively.

Lower production in H1 this year was

partly attributed to the declining average

FFB yield, which fell 11% to 1.29

tonnes/ha against 1.45 tonnes/ha in the

corresponding period last year. Although

the oil extraction rate of 20.35% was

slightly better than 20.12% previously, it

was not enough to offset the loss in FFB

yield. Therefore, oil yield was reduced by

12% to 1.6 tonnes/ha in H1.

Palm-based exports in H1 stood at 8.21

million tonnes, or 3.67% higher than the

same period last year (Table 11). CPO

exports increased substantially by 42.5%,

but processed palm oil slowed by 4%.

Palm kernel oil dropped by 21% (crude)

and 5% (refined) respectively. However,

oleochemical products, including

biodiesel and PKE, showed an uptrend.

The government, under its programme

to transform National Key Economic

Areas, has put in place Entry Point

Projects for palm oil. These projects aim

to push up the Gross National Income

to RM178 billion by 2020, thereby

indicating that palm oil will retain its

primary role in the oils and fats

industry.

Ahmad Borhan A Nordin, Nik Abdullah Nik

Idris, N Balu & Faizah Mohd Shariff

Officers, Malaysian Palm Oil Board

This is an edited version of the paper presented at

MPOC Pointers (Palm Oil Internet Seminar) in

August.
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Brazil is the world’s second-

largest soybean producer,

processor and exporter,

supplying nearly one-third of global

output. It is also the second-largest

exporter of beans, meal and oil (USDA,

2012). The industry generates US$26.9

billion or nearly 12% of domestic

agriculture output today (CNA, 2011).

Production is highly efficient, sustainable

and occupies only 3% of the land area.

International specialists agree that it is just

a matter of time before the country

becomes the next leader in production

and export of this commodity.  
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The fifth-largest country in the world,

Brazil has a population of almost 200

million and a strong agribusiness

economy. Agriculture has developed from

monoculture to diversified production

over the years. The agribusiness share of

the economy now represents almost

one-third of the GDP.  Brazil leads world

exports of beef, sugar, coffee, ethanol,

poultry meat, tobacco and frozen orange

juice. 

According to the Brazilian Oilseeds

Processors Association (ABIOVE), the

soybean industry involves 243,000

growers and employs 1.4 million workers

throughout the entire chain. It exports

45% of the beans produced, 49% of the

meal and 21% of the oil (Figure 2).

Soybean and related products contribute

about 13.6% of Brazil’s total exports

(SECEX, 2012).

In 2011, the major buyer of beans was

China (67%), followed by the EU

(17.5%). China was also the major buyer

(36%) of oil, while the Netherlands

(71%) took up the bulk of the meal. It is

impor tant to note the growing

importance of China to Brazil’s soybean

complex expor ts. In 1990, China

represented only 4% of such exports by

Brazil but, in 2012, the share was 37%

(SECEX, 2012).

The port of Santos, the largest in South

America, ships out 28% of Brazil’s total

soybean complex exports, while

Paranaguá in the south accounts for 20%

– mainly soybean products from the

states of Paraná, Santa Catarina and Rio

Grande do Sul.

Over the last 16 years, Brazil’s soybean

area has doubled, while production has

increased 232% due to significant

productivity gains (IMEA, 2012).

Production had its origins in the

traditional southern farming states in the

1960s. Expansion northwards towards

the tropics started in the 1970s and
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continues today, but at a slower pace.

Most of the expansion occurred

through the conversion of existing

pastures or changing from crops like

corn or cotton, as well as through

clearing of native savannahs called

‘Cerrado’.

In 1996, the mid-west overtook south

Brazil as the main soybean region. Today,

52% of the output comes from the mid-

west (IMEA, 2012). The last frontier is the

northeast region, also known as

MAPITOBA, coined from the names of

the states of Maranhão, Piauí, Tocantins

and Bahia.

The key factors that drove soybean

expansion to the tropics were the

development of adapted varieties by the

Brazilian Agresearch Company

(Embrapa); wider availability of cheap

credit from Banco do Brasil (Brazilian

Federal Bank); correct lime and fertiliser

use in the Cerrado soils; migration of

southern farmers through colonisation

programmes; and the work of research

centres like Embrapa and Fundação Mato

Grosso.

Challenges and opportunities

Fertiliser and production costs

Although the Cerrado was once

considered a wasteland with stunted,

twisted trees, the soils proved to be

deep and well drained with excellent

physical characteristics suitable for

mechanised crop production in the

1970s and 1980s, when chemical

technologies corrected the low fertility

and high acidity of the soils through the

application of lime and phosphate

mainly. 

Nevertheless, correction of these soil

deficiencies with current technologies is

becoming more expensive, due to high

costs of fertiliser application. Fertiliser
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costs represent 19% of the total variable

costs per ha in south Brazil and 35% of the

variable costs in the mid-west. In

Argentina, it represents only 11% of the

variable costs per ha, as the soils are very

fertile (CONAB and Agroconsult, 2012).

Moreover, Brazil is not self-sufficient in

nitrogen, potash or phosphorous, having

to import about 70% of its fertiliser needs

(IMEA, 2010). Recent studies have shown

that Brazil could have large deposits of

phosphate and potash (MAPA, 2012). If

this proves right, the dependence on

fertilisers from foreign sources could be

significantly reduced in the medium term.

However, research is needed to reduce

the amount of fertiliser applied, especially

in mid-west and northeast Brazil where

farmers use an average of 80kg of P205

and 20kg of K20 per ha.

Argentina and the US have around

US$400/ha in terms of variable costs,

while in Brazil the costs are higher than

$600/ha. If fixed costs are included,

Argentina has the lowest at $724/ha,

followed by the mid-west of Brazil at

$866/ha and south Brazil at $927/ha. The

US has the highest cost at $939/ha. It is

important to consider, though, that

Argentine producers pay a 35% export

tax on soybean, which brings the total

cost on par with those of competitors.

Logistics and infrastructure

While Brazil has advantages in soybean

production, its transportation costs are

still a problem, especially for the mid-west

states. According to the USDA, in 2012

the total cost of transporting 1 tonne of

beans from the state of Mato Grosso to

China was US$64.52 higher than the cost

from Iowa to China. This happens

because about 80% of Brazil’s beans are

trucked to the ports, and distances can

reach more than 2,000km. The quality of

most roads is poor and a substantial

proportion of the highways is unsealed. 

Brazil’s transportation investments are

limited by environmental, social and

political problems (Mc Vey et al, 2000).

Aprosoja, the soybean growers

association, is working closely with

government officials to put in place a

national plan to improve the logistics

systems. Some of the main projects are

the Tocantins-Araguaia and Tapajos-Teles-

Pires waterways, and railroads like FICO,

Norte Sul and Cuiabá- Santarém.

Environmental issues

Consumers all over the world are

becoming increasingly concerned about

the future of the planet and the

sustainability of the products they buy.

Even though 65% of Brazil’s native

vegetation has been preserved and

soybean production only occupies 3% of

the total land area. (ICONE, 2012),

NGOs have pointed to the soybean

sector as a threat to the environment.

In 2006, as a result of these pressures,

ABIOVE put in place the ‘Soya

Moratorium’. This states that member-

companies would no longer buy beans

from areas in the Amazon Biome that

were deforested after June 2006. After

six years of intense monitoring, the

finding was that less than 1% of the

deforested area had been used for

soybean planting over this period. This

shows that soybean is not the cause of

deforestation in Brazil.  

Moreover, it is mandatory to preserve

80% of the native vegetation in each farm

located in the Amazon Biome. Elsewhere

in the country, farmers have to preserve

20% or 35% of the native vegetation,

depending on the region. The ultimate

solution to illegal deforestation in Brazil

will come when land rights issues are

solved, environmental legislation is finally

modernised, and a system of payment is

in place for environmental service.

Technology

Brazilian soybean yields have shown

remarkable growth, increasing more than

60% over the last decade. New high-

yielding cultivars developed for the

humid tropics have greatly contributed to

this growth, as have the modernisation of

production systems and increasing rates

of fertiliser application.

Average Brazilian soybean yields have

been maintained in spite of the fungal

disease called ‘Asian rust’. This had spread

rapidly throughout the soybean regions

over the past 10 years. The most significant

losses were centred in the important

expansion states of Mato Grosso and

Goias, which rank first and third

respectively in production. Federal laws

forbidding the seeding of soybean during

the off-season (free host period), the
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approval of controlled fungicides, and the

use of seeds of short-cycle varieties have

been effective in controlling the disease.

In terms of biotechnology, 21.4 million ha

or 85.3% of the soybean acreage were

cultivated with genetically modified (GM)

beans in the 2011/12 season, a 16.7%

increase compared to the previous

season. Only one GM project is in

commercial production (Monsanto’s

herbicide-tolerant Roundup Ready

Soybean). Four biotech projects have been

approved in Brazil, but they lack proper

approval in the importing markets which

absorb 70% of the soybean complex

production. As such, the Brazilian sector

has decided to keep these seeds out of

the market to avoid cross-contamination

and problems in the international market.

A key area of technology that is playing a

major role in Brazil’s soybean production

is the ‘second crop’ in the same season.

Farmers and researchers in several

producing regions, like Mato Grosso

state, have developed the technique of

growing a second crop after soybean in

the same season. The main second crop is

corn. Farmers can more than triple the

production in the same area and same

season, using the same land, machinery

and labour resources. This system

provides huge economies of scale and

significantly improves margins for farmers. 

Today, one-third of Brazil’s total soybean

area – or more than 7 million ha – is

cultivated with a second crop of corn,

producing more than 33 million tonnes.

Figure 4 shows the production system and

the impact of soybean yield growth and the

second crop in total productivity per ha.

Domestic consumption

A second cycle – meat production

(Figure 5) – has followed the soybean

boom. The domestic market consumes

50% of local soybean production and

more than 80% of the corn production.

This is because, since 2004, Brazil has

been the world’s largest beef and poultry

exporter and fourth-largest pork

exporter. Exports have been driven by

the combination of rising incomes in

many parts of the world and Brazil’s

ready availability of land and feed

resources to support meat production.  
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Brazil has achieved this position over the past decade because its

agriculture has benefitted from macroeconomic stability, high

international commodity prices, currency devaluations,

technological advancements, expansion of arable land and large

capital inflows from domestic and direct foreign investment.

Domestic policies, like credit and tax-exemption programmes,

also spurred production (VALDES, 2006).

The domestic market is very important for soybean oil.

Domestic consumption utilises 75% of the oil produced, with

biodiesel representing nearly 40% of the demand. Brazil has a

current mandate of 5% biodiesel blend into diesel. This could

increase since local production capacity is more than double the

current production.

Short- and long-term prospects

Agribusiness in Brazil is a prosperous, safe and profitable sector.

It is a sector with huge potential, due to great natural resources

such as regular weather, abundant solar energy, favourable

topography and good soils, and almost 13% of all available

freshwater on the planet.  Furthermore, advanced technology is

widely used in the fields, which makes the agribusiness sector

modern, efficient and globally competitive.

For the 2012/13 season, for which planting started in September,

the seeded area should increase by 10% to record 27.5 million ha

(up by 2.5 million ha). Production will depend on yield, which is

dependent on a series of factors, mainly the weather. Considering

recent averages, the output should range from 75 million tonnes

to 85 million tonnes. The USDA has predicted this season’s US

soybean crop at 83 million tonnes. Brazil could therefore overtake

the US and become the world’s largest soybean grower for the

first time. This was supposed to happen only in 2020.

In the longer term, Brazil could increase its total cultivated area

to more than 35 million ha if key logistics and technology

developments are in place. This increase is going to be mainly in

the mid-west and northeast regions and will occur mainly

through conversion of low productivity pastures to cropland.

This large growth potential of agribusiness in Brazil represents

great opportunities for both the expansion of the domestic

industry, as well as for the entry of new players in the

production, trading, logistics and crushing sectors.

Marcelo D Monteiro (Executive Director),

Cid Sanches (Project and Planning Manager) & 

V Daniel Sebben F (Executive Director),

Mato Grasso Soybean Growers Association, 

Cuiabá, Mata Grosso, Brazil

This is an edited version of the paper presented at the MPOC Pointers (Palm Oil

Internet Seminar) in August.
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The 3rd month benchmark FCPO

contract traded on Bursa Malaysia

Derivatives plunged 38% from the year’s

high of RM3,628 to a near three-year low

of RM2,230 on Oct 3. The 20% surge in

Malaysian CPO production in September,

resulting in a new historic high stock level,

could have triggered the panic sell down.

The story does not end here as the

worst may not be over. 

The palm oil inventory level in Malaysia is

expected to trend higher towards 2.8

million tonnes by the end of the year due

to improving output and dawdling

exports. According to MPOB, September

2012 production hit 2 million tonnes and

end stock was pegged at 2.48 million

tonnes. 

The average monthly output should stay

around 1.8 million tonnes for October-

December. Therefore, in order for

inventory to come off or at least stay in

check, monthly exports would have to

rise above 1.8 million tonnes over this

Market AnalysisMarket Analysis
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period. This could be a big ask, as the

average monthly exports for Q4 2010

and Q4 2011 had stood at 1.42 million

tonnes and 1.7 million tonnes

respectively.

This is the third time on record that palm

oil stocks in Malaysia have exceeded 2.2

million tonnes. It first happened in

November 2008 when BMD CPO was

trading in a range of RM1,390-

1,720/tonne. WTI crude oil and CBoT

soybean oil were trading between

US$41-72 and $0.28-0.37 that month

(Table 1). The Malaysia palm oil inventory

shot above 2.2 million tonnes again in

December 2009, when BMD CPO, WTI

crude oil and CBoT soybean oil were

respectively trading in a range of

RM2,450-2,630, $69-80 and $0.38-0.43.

The inventory in September this year in

Malaysia is by far the highest stock level in

history. End October inventory is

projected to hit 2.7 million tonnes and to

continue trending higher to 2.8 million

tonnes by the end of the year. As a result,

CPO price will remain subdued in Q4

due to supply pressure. Slower world

economic growth will curb crude oil

demand, while some soybean oil demand

will flow over to the more competitively

priced palm oil. Hence the lower price

forecast for both crude oil and soybean

oil in Q4 2012. 

For the sake of follow-up discussion, the

latest NOAA/CPC ENSO forecast

indicates a near 70% probability that an El

Nino phenomenon will occur in the last

quarter of 2012 and persist through

February 2013 (Figure 2). However, a

‘mild’ El Nino is foreseen this time around

and no major crop damage is expected.

Favourable rainfall in South America may

pave the way for a record soybean crop.

After all, the market will normally not

react too much on ‘recycled’ news.    

Widening price differential

The diverging fundamentals for palm oil

and soybean oil have caused the price

differential between the two to widen

substantially. The tight supply in soybean is

still valid, but supply of palm oil will

become abundant in a few months. The

spread between BMD CPO and CBoT

soybean oil has expanded to more than

US$340. 

This condition may persist until the tail-

end of the high crop cycle for palm oil

that will also coincide with the soybean

planting season in South America. One

may consider bull spreading palm against

soybean (buy palm/sell soybean) when

the spread starts to stagnate and shows

signs of narrowing. The ‘normal’ historical

spread for the last 10 years has been in

the region of US$100-200.    
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For the immediate term, CPO should

have temporarily bottomed out, with

potential to test an upside of RM2,500 in

a technical rebound attempt. Daily RSI is

oversold and DMI indicates that the

downward move is over-stretched. CPO

is anticipated to trade higher from here

and go through a period of congestion

before another round of selling sets in,

sending the price to re-test the recent

low of RM2,230. These are the two likely

scenarios:

1. If the price can hold above RM2,230 in

the subsequent dip, it may recover to

RM2,750 by year’s end.

2. If the price breaks the recent low of

RM2,230 in the subsequent dip, it is

likely to test the next major support of

RM2,000. A recovery in price which is

expected by end December may bring

it back to the RM2,450 level. 

The subsequent dip can be averted if

Malaysian palm oil exports improve

tremendously and if the inventory

reduces sooner than expected to steer

clear of the 2.9 million tonne mark.

Report as at Oct 10, 2012

Ryan Long

Vice-President

OSK Investment Bank Bhd

(Futures and Options)

Disclaimer:

This document has been prepared based on

information from sources believed to be reliable but we

do not make any representations as to its accuracy.

This document is for information only and opinions

expressed are subject to change without notice. No

part of this document is to be construed as an offer or

solicitation of an offer to transact any securities or

financial instruments, whether referred to herein or

otherwise. We shall not be liable for any negligence,

default or lack of care, and accept no liability

whatsoever for any direct or consequential loss arising

from any use of this document.
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University Putra Malaysia (UPM) has announced the

establishment of an oil palm plantation

management professorial chair in yet another

demonstration of the industry’s commitment to innovation

and research. 

United Malacca Bhd (UMB), which is collaborating with

UPM, is looking to harness the industry’s track-record in

improving cultivation practices, tools and techniques.

The new professorial chair at UPM will be able to build

on a strong legacy of research and development (R&D),

and attract a new generation of innovators to the

industry.

In announcing the establishment of the chair, for which a

memorandum of understanding had been signed on July 13,

UMB chairperson Tan Siok Choo noted that “a major
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strength of our rubber and palm oil sector is its world-class

R&D that was conducted largely by Malaysians themselves”,

as national news agency Bernama reported on Sept 2. With

the renewed focus on R&D, Tan said “UMB hopes to attract

the best and the brightest minds to work for the company

and enhance its strategic capabilities”.

This will also propel a new generation of oil palm

cultivation to meet rising demand and satisfy the focus on

both sustainability and profitability. In this way, Malaysia is

looking to drive a second global surge in effor ts to meet

record food demand amidst increasingly limited

resources.

In the 1970s, governments and businesses had come

together to pursue a new paradigm in agriculture

production. Under the ‘Green Revolution’, the

introduction of new plant varieties and better cultivation

techniques led to a striking rise in yields and food supply.

There was a dramatic shift, reversing a long-held belief

that the world population was exceeding the supply of

food.

According to the International Food Policy Research Institute

(IFPRI), these advances led to a doubling of cereal production

in Asia from 1970 to 1995, even as the world population

increased by 60%. As the IFPRI explained, “Instead of

widespread famine, cereal and calorie availability per person

increased by nearly 30%, and wheat and rice became

cheaper.” 

And, in Asia alone, the number of people in poverty declined

from three out of five people in 1975 to less than one in

three people in 1995, according to the IFPRI. Per capita

income more than doubled. These remarkable advances

were recognition of the impact that human ingenuity can

bring to the perennial challenge of feeding the world and

expanding prosperity.

Revolutionising the oil palm sector

At about the same time, Malaysia turned to the oil palm to

fulfill world demand for vegetable oils to contribute to food

security, while raising its population out of poverty and

moving its agriculture sector into the 20th century. 

In 1960, 54,000 ha were under oil palm cultivation, producing

94,000 tonnes of oil per year. But through substantial

investments in planting, as well as the development of

degraded land and previously occupied crop land, the

plantations grew to occupy almost 5 million ha by 2011,

yielding over 18 million tonnes of palm oil.

In tandem with this, Malaysia moved aggressively to unlock

the full potential of the oil palm. In 1979, it established the

Palm Oil Research Institute of Malaysia, which is today the

Malaysian Palm Oil Board (MPOB), to support R&D. 

It led in the robust collection of data, establishment of

national standards for production, and formulation of laws to

protect the environment. Practical ideas emerged on the

ground and were adopted as planters got involved in

successful experiments. For example, integrated pest

management has minimised application of petroleum-based

pesticides on plantations and enabled the reintroduction of

the previously endangered barn owl. 

The MPOB has made significant advances with new oil

palm varieties that will ensure shorter trees to facilitate

cultivation, and higher yields which will improve

plantation profitability. Coupled with new tools

such as a mechanised harvesting pole, which

can almost double harvesting rates,

producers are about to realise

significant gains. 

All told, these efforts have

helped to establish Malaysia’s oil

palm industry as contemporary

to agriculture sectors throughout

the US and Europe, with sizable

databases from which policy

makers and businesses can

improve production and

the supply chain.



Under the government’s ongoing Economic Transformation

Programme, the advances will be made available to

smallholders. This will revolutionise the entire industry and

contribute to the ability of small producers to compete

directly with large plantations in terms of yields and

efficiency.

Malaysia has demonstrated that producers large and small

can achieve prosperity almost unmatched in agriculture.

French palm oil expert Alain Rival of the Centre for

Agriculture Research and Development noted during a

recent visit to France by the Malaysian Minister for Plantation

Industries and Commodities, the Hon. Tan Sri Bernard

Dompok, that palm oil remains the most profitable

agriculture crop for small farmers, who earn between

US$2,000 and $3,000 per ha. 

But with the domestic agriculture land bank limited to

about 24% of the total area, opportunities for expansion

are limited. Increased production will have to rely

primarily on increasing the productivity of existing

plantings.

Toward new solutions

Innovation in Malaysia is therefore also being directed at

opening up downstream industries. Through a

par tnership with the EU and its industry, the Malaysian

Industry-Government Group for High Technology is

developing the biomass sector, to which the oil palm

industry is a dominant contributor. With more than 80

million tonnes of biomass produced in 2011

alone, a whole new parallel industry is

developing within the sector.

Research and commercialisation of new technologies have

led to a burgeoning bio-pharmaceutical and nutrient

supplement sector. The MPOB has developed a patented

extraction method for purifying tocotrienols, a nutrient that

is proving to have numerous medical properties, including

combating cancer and reversing neuro-degeneration from

stroke and ageing. In 2011, palm-based medicines like

painkillers, Vitamin C and antioxidants contributed more than

RM600 million to Malaysia’s export earnings, an 8% increase

over 2010.

Still, no country can afford to take its eye off food production.

By 2021, the world will require an additional 100 million

tonnes of vegetable oil, of which the palm oil is expected to

contribute half. With the dual pressure of escalating demand

and concerns about sustainability, innovation must now target

new solutions and harness the full potential of high-yield

crops like the oil palm.

No agriculture crop can compare with the oil palm on

versatility of purpose and potential for growth. As the most

abundant and affordable source of vegetable oil, it plays a

central role in meeting the food requirements of

communities, both rich and poor.

In India, the world’s largest importer of palm oil, intake is

expected to surge by 44% by 2020. Today, its per capita

consumption is only half the world average, illustrating the

extent to which demand will increase as a hungry population

develops the means to satisfy dietary needs. This story is the

same in many developing countries. 

Malaysia remains on course to achieving more in its oil

palm sector. UMB’s support for this new professorial chair

illustrates this commitment, and UPM has readily

accepted the challenge. While the research par tnership is

a local venture, the beneficiaries will be found the world

over.

MPOC
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About six months ago, we wrote in this magazine

about the land bank trends among plantation

giants, concluding: ‘There has been a shift to a

slower growth trajectory as new plantings take up to a year

to effect (some have lost concessions due to such delays)

and significant portions of current land banks may prove hard

to develop.’ [1]

In recent years, the annual expansion of planted area of the 10

largest plantations has decelerated from 33,000 ha to 11,300

ha and 9,300 ha per year. [2] The fastest growth has been

boosted by big mergers and acquisition. These include Wilmar’s

merger with PPB Oil Palms and Indofood Agri’s purchase of a

stake in London Sumatera, both in the financial year 2007. 

At a briefing in August, Wilmar alerted investors to land bank

uncertainties and further slowing in new plantings. The palm

oil commodity trading giant reported that its land bank

holding in Indonesia is affected by:

(a) Differences between mapping basis in the respective

master plans under relevant local governments and the

Central National Land Board (Badan Pertanahan Nasional),

resulting in delayed approvals for land permits; and

(b)Cer tain land parcels which were recognised to be

inconsistent with the Roundtable on Sustainable Palm Oil

(RSPO) definition of agricultural land suitable for oil palm

plantations (e.g. plantations conver ted from previous

forest land). 

To address the former, Wilmar decided to exclude the

affected area from its land bank statistics. [3] By our

estimation, using a range of data points released sporadically

by Wilmar (the company has not consistently reported on

land bank statistics over the years), there has been a net

reduction in land bank by some 114,000 ha between end

2007 and June 2012 (Table 1). 



GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.9 ISSUE 4, 201246

Sustainability

However, we cannot be certain of the net impact of the two

issues, as there was a net increase in planted area of 43,398

ha and likely some new land acquisitions during this period.

Wilmar has not disclosed exactly which area has been

excluded from its land bank, but does indicate that the land

affected is mainly in Kalimantan. 

Although it is an issue that may affect many RSPO member-

plantations, it is likely that the impact of the RSPO criteria on

forest land non-development was the lesser problem here.

The larger negative impact to land bank reserves could have

been the inability to get the approvals. Wilmar indicates that

‘the local government may already have plans for certain

pieces of land or have another set of maps; this results in the

delay of land permits’. [4]

New plantings have decelerated, and tremendously so in

recent years. At end 2006, Wilmar’s plantation land bank had

stood at over 210,000 ha, with 66,367 ha planted. That year,

it planted an additional 4,931 ha. 

Wilmar states in its 2006 Annual Report that it ‘set a target

of 15,000 ha per annum for new plantings, which will be

revised upward to 40,000 ha when the proposed merger

with the Kuok Group's plantation business is completed (in

2007)’. [3] The company’s aspirations for new plantings have

not been achieved. While it had new plantings of some

34,000 ha in 2007, this has slowed, falling to 5,132 ha in 2010

and only 586 ha in the first half of 2012 (Table 2). 

The inability to ramp up expansion is likely explained by the

uncertainty over a sizable chunk of its land bank. However,

the implied (certain) reserves stood at some 84,000 ha in

2011 (total land bank of 331,000 ha minus total planted area

of 247,081 ha). If all that land is plantable, the relatively slow

new planting pace of 2,650 ha for that year suggests that it

would take 31 years to fully utilise those reserves. Wilmar

states that ‘the slowing pace of new plantings is mainly

attributed to the long audit processes required for RSPO

certification which includes the resolving of social land rights

conflicts with the native people’. [4]

Impact of social issues

An examination of the new plantings submissions by some

RSPO members indicates a high level of scrutiny by NGOs

over plantation development. So far, there have been 22

submissions covering some 370,000 ha of concession area

(Table 3). The equivalent of 43% of these areas has attracted

some complaint. Two have been formally submitted to the

RSPO (one each for Wilmar and Herakles Farms), but most

others are public denunciations. The Forest Peoples

Programme is the NGO most active in checking new

plantings, confirming the importance of social issues. 



Most of the large plantation groups are members of the

RSPO. The organisation requires that ‘lands planned or

proposed for oil palm plantings but upon which no work

towards that end has commenced as at Jan 1, 2010’ be

subject to RSPO New Planting Procedures (NPP), which

includes public notification. It includes new land development,

as well as most replanting. [5] 

However, reporting has been patchy and partial. Commodity

traders Cargill, Noble, Olam and Wilmar have made NPP

notifications, as have a few growers, including Sime Darby,

Musim Mas, Asian Agri, First Resources, SIPEF and New

Britain Palm Oil. Newer players making submissions include

Herakles Farms for its Ghana and Cameroon projects and

Mong Reththy for Cambodia. 

Land has become scarce and costly in established areas, crimping

new acquisitions and corporate deals. NGOs are active in

assisting discontented local peoples in disputes with plantations.

In practice, it may be hard to distinguish the dispossessed from

those regretting earlier acceptance of land compensation deals

(when commodity prices were lower). High prices have made

many acutely aware of the opportunity lost. 

While a multitude of factors is at play, many palm oil experts

say that social issues are probably the biggest problem today.

[6] A review of complaints against large plantations in their

new plantings and regular operations confirms this. This has

added to the marked slowdown of expansion in recent years

at the top plantations. 

Wilmar has faced the dual problem of land bank uncertainty

as well as slow new plantings. These are increasingly common

problems for the large corporate growers. These indicators

are key determinants of medium-term organic growth. 

It seems that the RSPO has wrought fundamental changes

with heavy material impact on the top plantations, ushering

in a new phase of slower judicious growth. Many growers

once viewed certification standards as a technical, quality

management or corporate social responsibility matter. Some

even used it as a means of gaining competitive advantage

over their rivals, for better market access. Now, many realise

that it can have an impact on their growth trajectories. [6]

The game has changed. 

Khor Yu Leng

Research Consultant & Writer of Khor Reports

Segi Enam Advisors Pte Ltd 
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One of the biggest questions facing the edible oils

industry is: what should we be doing in terms of

timing? As with anything in life, there is a time to

‘push, panic, and rush’ and equally there is a time to ‘be patient,

watch, and wait’. The tricky part is about knowing what to do and

when. 

A good rule in business (and in life) is: going a bit faster is

generally better than going a bit slower. In fact, this rule was a key

piece of advice that Lou Gerstner gave his team in the early days

as CEO of IBM in what was to result in one of the most

successful corporate turnarounds in business history.

Although the ‘go fast’ rule applies widely, there are many counter-

examples where taking it slower paid off. Pushing too hard can

make you look desperate, and being too quick and energetic to

answer every accusation can make you look guilty. 

All in all, the issue of timing gets very complex. It isn’t talked

about that much in the general world of branding. To a large

degree, it hardly even gets a mention in marketing textbooks,

and to such an extent that many marketers regarded it as such

a mystery that they devote no attention to it at all. You won’t, for

example, see the issue of time in the classic ‘4 Ps’ of marketing: 

• Product: have the ‘r ight product’ which has the ‘r ight

functionality’ and the ‘right features’ for what the market

wants

• Price: make the price attractive so that people will want to buy
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• Promotion: make a lot of noise, get in the papers, print flyers,

make adverts, and let people know what you have

• Place: are you selling in the right area? Maybe geographical,

maybe in terms of finding a market niche

The element of ‘speed to market’ is omitted in this list. This is

fascinating given that most successful

business people are successful because

they are so sensitive to speed.

Timing is often critical. This is the case with

so many things in life in general – from winning

in sports, to asking someone for a romantic night

out, to getting a job, to building a brand. In all these

things, you can be a bit late and the opportunity is

lost. Sometimes, it can be just a few seconds for the

window of opportunity to be closed (and often to

never open again!). 

Equally, being too early can be as bad as being too late. I myself

have run businesses which suffered because the ideas were a bit

ahead of their time. If an idea, or a product, or a message is too

different or too radical for an audience, then that audience will

find the idea indigestible. 

The issue of timing can be so delicate and complex that it is no

wonder that so few people have a good grasp of how to handle

it. One of my favourite examples of a time-lag phenomenon

involves the Royal Navy of Britain and the search for a cure for

scurvy.

Even though most of the interesting military stories are about

action, personal courage and heroism, the rather boring fact

remains that most deaths in armed conflicts aren’t because of

action. They are most often due to illness and disease. The Royal

Navy of Britain was no exception to this general rule. And this

was particularly so during the 1700s, when the British Empire

was well on its way to reaching its zenith. 

During this phase of military expansion, the biggest cause of loss

of lives was scurvy. Back in those days, nobody understood what

scurvy was or how it was caused. This is hardly surprising given the

level of science at the time, which was nowhere close to what it

is today. Scurvy was merely regarded as something that ‘just

happened’. Some men got ill and some of them died, and that was

the end of the matter. The fact that this was accepted and that

there was no push to mount a big mission to solve this problem,

shows a level of complacency that today we would find baffling. 

Certainly nobody thought of connecting scurvy with diet. Until,

that is, Dr James Lind (1716-1794) came along. He was a military

surgeon in the Royal Navy. Although it wasn’t his main job, he

took an interest in scurvy. So he carried out a series

of experiments and found that men who took a

daily portion of lemon juice or lime juice didn’t get

scurvy. We now know that scurvy is caused

by a lack of Vitamin C, and that citrus

fruits are a good source of Vitamin C. 

But Lind’s work was more on a level of

simple cause and effect. And, more

importantly, it worked. Lind published his

findings in 1754. And what was the time-lag for response? One

would have thought – given the high cost in terms of suffering

and loss of lives, and the low cost of adding lemons or limes to

the cargo of a ship – that the answer would have been a matter

of days or months at the most. But, no. It took an absolutely

staggering 41 years for Lind’s recommendations to be adopted

(during which time Lind died an old man, not to mention a

rather unrecognised one). 

What makes the Royal Navy’s delay even more remarkable was

that Lind’s ideas were not just from a countryman, but a

member of their own staff. On top of all that, he had graduated

from a prestigious seat of learning – the Royal College of

Surgeons in Edinburgh. Hence the usual reasons for ideas being

rejected – such as competing groups (such as the army) or

foreign countries, or one of the many other usual forms of ‘not

invented here’ – didn’t apply.

Everett-Rogers model

It was 23 years ago that I first started seriously looking at the

psychology of change in general and neuro-lingusitics in

particular. How people change (be it in the area of beliefs, or

attitudes, or actions) has continued to be a source of fascination

ever since. Yet one of my biggest findings in the psychology of

change is, paradoxically (or is it pessimistically?), just how rarely
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people do change. This is certainly the case when it comes to

accepting new ideas. Once we’ve made up our minds on a

subject (anything from politicians, to money, to religion, to

personal friends) we’ll generally go through massive amounts of

energy and arguments rather than change.

But there is hope. Some marketers do take into account the fact

that there is a time element to the adoption of a new thing (be

it a product or an idea). Two of them, Everett and Rogers,

proposed a model which has been widely accepted – The

Everett-Rogers Diffusion of Innovation Theory. This is based on

the idea that different people adopt at different speeds, and their

model puts people into one of four categories:

1. Early adopters: These people are the first to make a move.

They are adventurous and willing to spend their money, time

and energy (reputation even) on being the first to try a new

product or idea.

2. Early majority: These come after the early adopters and are

much bigger in number. Once they have seen a product in

use by others, even if it is in small numbers, they then have

enough confidence to try it for themselves.

3. Late majority: While comparable in numbers to the ‘early

majority’ they are far more conservative, and will only buy a

product, or buy into an idea after a lot of convincing.

4. Laggards: This smaller group is so slow that they really only

buy a product when it is more or less out of date.

An important point of making the Everett-Rogers model useful

in management decisions is that all four groups are inter-related,

and this is particularly so with the first two: early majority do

what they do because the early adopters did what they did first.

In other words, the behaviour change of the early adopters has

to be visible to a wider audience.

But knowing the four categories and the role of early adopters

isn’t enough to make sensible management decisions. The

question is: how does one best deal with early adopters in order

to get maximum impact of a new product or idea? In fact, before

that comes the question: how does one spot early adopters in

the first place?

Some clues come from Joe Girard’s excellent sales manual How

to Sell Anything to Anybody. Just in case you haven’t heard of him,

Girard got his name into the Guinness Book of Records for

selling the biggest number of cars in a year. If that fact isn’t

enough for you to regard his opinion worthwhile, what makes

him even more amazing is that none of his sales were fleet sales.

They were all one-to-one sales to people who walked into the

dealer he worked for and they bought cars one at a time.

Although Girard didn’t use the term ‘early adopters’ he did seek

them out, and he did treat them differently from other

customers.

At this point, it might be worth pointing out that building a

brand, changing a perception of the oils and fats industry, and

Girard selling cars might appear rather different from each other,

but they are all about the same three things – changing people’s

beliefs, building awareness, and finally changing behaviour. 

In Girard’s case, it was about him changing people from:

• not knowing who he is, to knowing who he is;

• being negative about salespeople, to being positive about him

as a salesperson; and

• not buying from him, to buying from him.

The early-adopter part of Girard’s approach was to seek out

and reward influential people like community leaders, union

bosses, religious leaders, politicians and other high-contact

professionals. These people have both influence and high

visibility. When they recommended Girard, it had impact. Also,

there was a good chance that they would tend to brag about

“what a good deal” they got.

Mavens and connectors

For more insight into building and maintaining a network of early

adopters, I’d recommend Malcolm Gladwell’s ideas in his book

The Tipping Point. Two of his particularly useful categorisations

are:

• Mavens (technical specialists): some are product specific such

as for laptop PCs or mobile phones – they have loads of

data, prices and information about what’s in the marketplace,
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where to go to get a good deal (and where to avoid); others

are non-product specific – they are people with an unusually

high capacity, or have a good memory generally, for facts

• Connectors: people in a ‘high traffic’ environment

Adding my own experiences here, I’d like to focus on the

connectors. Also, this is an area where people often make

mistakes in trying to win people over and get new ideas moving.

The strange thing about connectors is that they aren’t always

the people you’d think they are. Girard’s ideas are fine in as

much as they focus on the obvious connectors, be they political

leaders, school principals, VIPs, royalty or whatever. This is fine

up to a point, but frankly these people aren’t as useful as you

might think.

For a start they aren’t quick to make recommendations. Let’s

face it, when was the last time you saw President Barack Obama

or the Queen of England endorsing or recommending a product

or service? The paradox of VIPs is that the more influential they

are, the more paranoid they are about using that influence.

Sure there are exceptions to this phenomenon. In fact, I was

watching one on the TV only last night with (of all things) a

shampoo commercial. The Real Madrid footballer Cristiano

Ronaldo was endorsing a shampoo with dandruff defeating

benefits. Frankly, if you can see the connection between a

shampoo and being a good footballer, I’d be keen to hear it. But

the fact remains that, besides their vast earnings, sports

professionals make even more cash endorsing products. Does it

make logical sense? Arguably not, but the fact remains that there

will always be a large number of football fans who will buy what

Ronaldo endorses, in order to feel some closer connection to

him.

Having said all that, back to my earlier point of ‘connectors not

being the people you think they might be’. When I’ve set up

businesses in the past, I have often found this insight to be highly

profitable. I’ve a feeling that this is some kind of corollary of

Murphy’s Law (along the line of ‘things go wrong when you least

want them to’). In other words: useful people aren’t always the

ones you’d expect them to be.

Connectors in my experience are often in more mundane

jobs such as hairdressers or florists. These people are

interesting because their power comes from the fact that they

are kind of unessential. Medical doctors by comparison are

highly essential, but because of that – combined with the fact

that they don’t need to do much ‘selling of their wares’, they

have prestige, and a large number of contacts – they seldom

have the time or the inclination to chat to people about

everyday things. 

This brings me on to the key subject of:

• Motivation

A connector (or an early adopter) is only of any use to you

if he believes in, or at least appears credible in believing in,

your product. Nothing is worse than some overpaid VIP idiot

saying “try it, you’ll like it” and have the message fall flat. One

option to resolve this, and it is often used, is simply to pay

them enough (after all, you can edit the bad ‘takes’) but it’s

not ideal. Anyway, in the Information Age, the chances are

that people will find out.

• What to do

The first message is on targeting. Don’t spend all your

ammunition on trying to hit everything. If you can’t find your

early adopters, connectors and mavens, then at least you can

spend time trying to find them.

As for what speed is the right speed? Given that the answer is

near-impossible to get, I’ll have a go anyway with an ‘80/20’

recommendation: for 80% of the time, act quickly; and for 20%

of the time, have the courage to do a bit of masterful inactivity. 

Remember : dramatic headlines only drive people’s behaviour

to a limited degree and don’t always require a response. The

big movers and shakers are mostly the fundamentals of the

price and the features of the product. That’s the case whether

we’re talking about a litre of oil or a Samsung Galaxy III or an

iPhone4.

Dr Ian L Halsall

Researcher & Author

Branding
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Y our brand is chugging along nicely. You’ve spent many

years carefully nurturing and building up your brand.

Sometimes, with clever application of good branding

strategy and having a good product in itself can make you a

target. Suddenly, you find that your brand has become target

practice for some organisation that perceives it as a threat to

their well being.

Sounds familiar? Palm oil has been targeted like this for decades.

As much as we’d like to think people are innately good, there are

just some plain old bad eggs out there. So how do you deal with

these haters and more importantly, what can you do to protect

your brand from harm or repair its image? 

Brand consultant Heather Poduska points out that it is vital that

you monitor your brand, respond quickly to negative press, be

open to negative feedback and be proactive. Let us examine

each element separately: 

1. Monitor your brand: In order to protect your brand reputation,

you need to monitor its presence. There are some really

handy tools to help you track your brand online. Setting up

alerts on social media platforms allows you to be notified

whenever your product or brand is mentioned, thus giving

you the opportunity to respond swiftly to an unfavourable

mention. There are many options, but a few good ones are

Google Alerts, Twilert and Hootsuite.
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2. Respond quickly to unfavourable press: If you do happen to get

bad press, do not wait to take action. The sooner you address

the issue the better. Lack of response can sometimes be

viewed as an admission of guilt. Instead of hiding under a

pillow, nip things in the bud to prevent run-on criticism.

3. Be open to negative feedback: As uncomfortable as it is to

hear criticism, you need to be aware of any weak points in

your brand so that you can fix them. Genuinely listening to

your audience and taking action to correct or improve

negative aspects of your brand shows your audience that you

value their opinions and are committed to excellence.

4. Be proactive: If an an attack is blatantly false or potentially

seriously harmful to your brand, it is important to go on the

offensive to defend your reputation. Go public with specific

examples which counter the claims against your brand. Also

give examples of happy, satisfied customers. I recently read a

review claiming that a high-end hotel was not clean or

properly managed. The owner quickly responded with a

detailed explanation of the cleaning policy and pointed out

many other reviews which were positive about the same

issue.

Says branding

consultant Oscar Del

Santo: “I know of no

better example of this

than the crisis that hit

the automotive

company Audi in the

1980s with their

Series 500

automobiles. To cut a

long story short, it all

started when a lady denounced that her car had suddenly

accelerated without any action on her part other than starting

the vehicle, the tragic consequence being than her son had been

killed in her garage as a result. 

“The unconvincingly mild, indecisive response by the stunned

German car manufacturer – offering condolences, promising an

investigation and the like – was followed by 13 fresh new

accusations in the following weeks. When a major TV station

picked up the news the complaints reached 700, and the

compounded effect of the PR fiasco made Audi lose almost 80%

of its market share in the US. 

“A later investigation conducted by the National Highway

Traffic Safety Administration exonerated Audi of any

mechanical failure in their vehicles and the original complaint

against Audi was undermined when the unfortunate lady

recognised that ‘she might have accidentally stepped on a

pedal’. (A thorough examination of this case can be found in

Eric Dezenhall’s excellent book Damage Control, which should

be compulsory reading for anyone serious about defending

their brand).”

That’s the way it is. As unfortunate as it is, bad things do happen

to good brands.

However, if you are

observant and take

swift and thoughtful

action, not only can

you safeguard your

brand when it comes

under attack, you can

actually strengthen its

integrity.

LS Sya

Branding Specialist,

London BrandMagic
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Some time in 1974, I was asked for help by Ian Morton, an

old friend who was professor of food science at Queen

Elizabeth College, London. He was expecting a student

from the Nigerian Institute for Oil Palm Research (NIFOR), who

had been sponsored to study for a higher degree. Ian asked me

to suggest a palm oil-related topic for research, and to act as

industrial supervisor for the project. In due course, in 1977 the

student, Dere Okiy, returned to Nigeria with a Master’s degree.

His subject had been the study of the effect of partial glycerides

on the crystallisation of palm oil. This effect is of practical

importance in the processing and use of palm oil.

My next contact with NIFOR occurred in 1988, when I was

invited to join a small team of consultants in a project sponsored

by the World Bank. There were plans to provide international

funds for a major expansion of palm oil production in Nigeria,

and we were asked to carry out a technical audit of NIFOR and

to recommend what was needed so that the institute could

provide the technical needs of a much bigger industry. The team

consisted of Professor J Ferverda from Holland; Jacques Meunier

from Montpellier, France; Professors M Kayode and J Ekpere

from Nigeria; Dr E Javier from the Dutch organisation managing

the project; and myself. 

My main job was to look at the programme for the end-use unit

and the laboratory facilities in general. I found that my erstwhile

student Dere Okiy was now head of the end-use group (Photo

1), having also taken a PhD from a local university. We found that

the unit was severely handicapped in carrying out practical work,

as was the institute as a whole, due to the breakdown of basic

facilities.
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The main reason for this was a severe shortage of funds, and

particularly of dollars. NIFOR, like a number of the other

government research institutes, was wholly funded by

government; and since there had been a decline of revenues

from mineral oil, its funding had been reduced over seven to

eight years by 55%. As the institute had a total staff of over 1,000,

there was nothing left after paying the salaries! 

Physical facilities had deteriorated drastically. The main water

pumping system from the river lacked parts essential for repair.

The same applied to the main electricity generator. The only places

with electricity were the director’s house, the crèche in the

workers’ village and the engineering department workshop. They

had their own generators. Basic laboratory ‘black box’ apparatus

like spectrophotometers, gas chromatographs and even ordinary

chemical glassware were largely defective. The institute library had

not been able to buy a single foreign journal for eight years. It was

no wonder that the scientists, most of whom had studied overseas

and had used advanced equipment, were very frustrated.

Despite these serious difficulties, there were significant recent

achievements. Firstly, the breeding programme was proceeding

effectively, being little handicapped by the difficulties of the

electricity and water supply. However, the extensive record-

keeping required in the breeding programme had to be done

with a slow, labour-intensive punched card system.

Secondly, the engineering department had developed a

successful mechanical mini-mill suited to the Nigerian village

situation. Traditional village methods recover little more than

40% of the available oil, while the mini-mill system can recover

80% or more. 

The mill package consists of a fruit bunch cooker, manual bunch

stripping, a motorised digester and an imported hydraulic press.

Clarification was effected by heating in a tank with water and

separating the oil layer. The production capacity was for ¼ to ½

tonnes of fresh fruit per hour. An extraction rate of 87% was

claimed, with free fatty acid content less than 4%, but this was

dependant on the condition of the fruit.

During a field visit it was possible to see one of the mills in operation

(Photos 2, 3 & 4). The engineering department was also working on

machinery for processing palm kernels. A high proportion of kernels

was being wasted at village level for lack of such equipment.

One weak point in the system was the need for spare parts for

the foreign hydraulic press. Over 30 mini-mills had been supplied

to the growers and more had been ordered.

Another successful project resulted in a bottling plant for palm

wine. This is a very popular traditional product, simple to make.

Both the raffia palm and the oil palm are used traditionally, but the

product from the oil palm is considered superior. During the

development of the fruit bunch there is a strong flow of sugar-

rich fluid into the bunch. A cut is made in the bunch stem and

fluid is collected in the morning using a plastic container. A second

collection is made overnight. Natural yeasts in the atmosphere

start the fermentation straightaway, the ambient temperature

being near ideal. The two collections are combined and the drink

is ready for consumption. However it continues to ferment and
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deteriorates very quickly. The NIFOR process used second-hand

beer bottles, filled and sealed with a crown cork and then

pasteurised in a temperature-controlled water bath. The product

contained 8% sugar and 2% alcohol. The bottles had a shelf life of

about a month, enabling distribution and retail sale.

We made a visit to an oil palm smallholding (Photo 5). Our arrival

created quite a sensation in the local village (Photo 6). At the

market, fruit bunches were for sale at the roadside (Photo 7).

The farmer introduced us to two of his four wives and to some

teenage sons. One of the wives was fully occupied getting water

for the family from a well using a plastic bucket. Professor Ferverda,

noting the condition of the palms, asked when fertiliser was used

(Photo 8). “Well, I have not been able to afford any for three or

four years.” A second question was asked about weeds between

the trees, nearly waist-high in places. The answer was “I used to

employ labour for this, but I cannot afford it now.” I felt that, in his

place, I would have invited my sons to set to and earn their lunch. 

It was clear that the farmer was not receiving guidance from the

agricultural extension service. This aspect of the institute work

was investigated by Professor Ekpere and he concluded that the

current programme was over-ambitious and inadequately

staffed. Organisationally the institute should be training

extension workers from the various state agriculture

departments rather than doing direct extension work itself. 

Another visit was made to an oil palm estate which was

operating its own commercial scale mill. The experienced

general manager had been recruited from Malaysia. The

operation was judged to be of a good standard.

At the back of the oil mill, we saw an interesting example of

private enterprise. A woman was using waste fat from the mill

to make soap. For this purpose she made alkali (potash) by

extracting bonfire ashes with water and filtering it (Photo 9).
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Food Technology

Main recommendations

The end-use unit of the institute had a programme that

lacked focus and, in any case lacked the physical resources

required. It had no arrangements for liaison with the local

industry or with food science departments in universities. I

visited two international companies with local subsidiaries in

Lagos – Cadbury and Paterson Zochonis. The latter company

makes soap with the international brand name Imperial

Leather. Both companies were very willing to establish

contact with NIFOR staff and to support their work in

appropriate ways but no approach had been made in the past

by NIFOR for such collaboration. It was interesting that in

Nigeria, Imperial Leather soap is formulated with imported

beef tallow, whereas in Malaysia, where it was manufactured

under licence, it was made with palm stearin as a major

component.

Clearly, as the plans to increase palm oil production materialise,

there will be a need for two qualities of oil. The traditional red

palm oil of strong flavour and high free fatty acid content as used

in the villages, and oil of a quality capable of being refined and

further processed for use in manufactured food and other

industrial applications. In preparation for this, it was clearly

necessary for the end-use unit to formulate pertinent projects

on refining, fractionation and food technology.

During our intensive three-week investigation, there was only

one opportunity for relaxation. We were escorted by Sophie,

the public relations officer at NIFOR, to a riverside resort with

swimming facilities at Abraka (Photo 10). 

Our project report, dated May 1988, contained detailed

discussion of our observation and made three main

recommendations:

1. We put forward suggestions for research projects in all the

areas of activity of the Institute.

2. Governing boards for research institutes had been abolished

in 1983. We advised strongly that a new board composed of

appropriate representatives of government, producers, users

and universities should be appointed. This should ensure the

contacts and advice that would make the institute effective.

3. We calculated that a grant of US$6 million was needed as

soon as possible to put basic equipment into functioning

conditions.

Eighteen months later, in 1989, I was invited to return to NIFOR

and take part in its Golden Jubilee celebrations. I learnt that very

little of the required money had been made available, but

connection to an electricity mains supply had been made.
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However, I was shown a model (Photo 11) of the plans for new

buildings, recently built for demonstration to a visiting minister,

but for which no funds had been allocated at that time. 

Some years later I met a NIFOR scientist at a conference in York,

UK. He had attended at his own expense and, regrettably,

reported that nothing had changed. 

The slow growth of Nigeria’s oil palm industry is clearly shown

by statistics of production and export over a period of years

(Table 1).

The last 10 years have seen a significant increase in production

and imports. It is possible that growth will continue due to

current interest in foreign investment. However, a major problem

in the past has been that traditional land holdings at village level

have made the development of estates difficult.

Funding research

In reflection, I am led to compare the three models for financing

national research institutes with industrial objectives of which I

have had experience.

A number of institutes were founded in Great Britain after

World War I. Initially funded by government grant, the system

changed to one where nearly all the funds are provided by

sponsors or a group of sponsors for specific projects. These may

be government departments or industrial companies. 

The main disadvantage of this method is the uncertainty – what

happens when a major project finishes. Good researches cannot

be laid off or found at short notice. Funding is too dependent on

the economy. It is easier for a business to switch off funds to an

external institute than to reduce in-house activity. There is very

little room for the development of original ideas from the staff.

Further, in a competitive industry, individual companies are more

inclined to research such ideas in secret for their own benefit

than to fund a cooperative project. 

On the other hand a positive aspect of the system is that

projects sponsored by industry are likely to be well chosen and

of practical value. 

The disadvantages of the all-government funding were clearly

demonstrated by NIFOR. They are the arbitrary reduction in

funds at times of economic difficulty, and the isolation from the

industry which the institute should serve.

The third model of funding, used in Malaysia for both the rubber

and the palm oil institutes, appears to me to be the best. The

main source of funds is a levy on the volume of end product of

the industry. This is a win-win situation. When production

increases, the institute gets more money. When research

increases productivity, the institute again gets more money. The

institute is a part of a government department and therefore the

government can get ‘free’ advice on problems within the

institute’s expertise.

KG Berger

Food Technology Consultant, UK



Nutrition

The human brain has high energy and nutrient needs.

Changes in energy or nutrient intake can alter both

brain chemistry and the functioning of nerves in the

brain. The human brain is metabolically very active and uses

about 20-30% of a person’s energy intake at rest. Individuals

who do not eat adequate calories from food to meet their

energy requirements will experience changes in mental

functioning.

Those who eat breakfast remember more, react quicker, are

more creative throughout the day, make fewer mistakes and are

more alert than those who skip the meal. Breakfast is essential

for providing the fuel the brain needs after fasting all night. A

high carbohydrate breakfast is the best way to supply energy to

the brain because it uses only glucose (a simple carbohydrate)

for energy.

Your brain needs special materials to run properly: glucose,

vitamins, minerals and other essential chemicals. For example,

the fuel (energy) for your brain is glucose. You can get glucose

by eating carbohydrates or other foods that can be converted

to glucose. 

Carbohydrates include starches, naturally occurring and refined

sugars, and dietary fibre. Foods rich in starches and dietary fibre

include grain products like breads, rice, pasta and cereals,

especially whole grain products; fruit; and vegetables, especially

starchy vegetables like potatoes.
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Unrefined complex carbohydrates such as whole grain

products, carrots and legumes are excellent brain food choices.

Their conversion to glucose takes place gradually, ensuring a

constant supply of energy.  Avoid consumption of excessively

refined sugars.

Your brain must manufacture the right proteins and fats to do

things such as grow new connections or add myelin, the fatty

sheath to axons. You do this by digesting proteins and fats in

food and using the pieces – that is, the amino acids and fatty

acids – to make the new brain proteins and fats. Without the

correct amount and balance of particular building blocks, your

brain will not work properly.

Essential nutrients
A complete or high-quality protein contains all eight of the

essential amino acids in the amounts needed by the body. Foods

rich in high-quality protein include meats, milk and other dairy

products, and eggs. Dried beans and peas, grains, nuts and seeds

also contain protein, although the protein in these plant foods

may be low in one or more essential amino acid. Generally,

combining any two types of plant protein foods will yield a

complete, high-quality protein.

Essential fatty acids are also necessary for maximum brain power,

as well as for promoting normal brain growth and development.

They also have anti-inflammatory properties that help:

• Prevent strokes

• Improve blood circulation

• Lift mood and prevent depression

Fish is low in saturated fat and a good source of omega-3 fatty

acids. One kind of omega-3 fatty acid, docosahexaenoic acid

(DHA), is important for the membranes of nerve cells and helps

transport nutrients into the cell. DHA also regulates

compounds that affect brain function. Other sources of good

omega fatty acids are

marine plants, and nut or

seed oils.

All nuts, particularly walnuts, ‘feed’

the brain because they keep your

arteries clear and boost serotonin levels.

Serotonin is a neurotransmitter that

controls sleep, depression, memory and

other neurological processes.

Iron

Iron is a trace mineral that is essential for formation

of haemoglobin, the substance that carries oxygen to

cells throughout the body. Iron deficiency eventually

leads to anaemia, with insufficient oxygen reaching the

brain. The anaemia can cause fatigue and impair mental

functioning. Iron is found in meat, poultry and fish. 

Another form of iron that is not as well absorbed as the

form in animal foods is found in whole or enriched grains,

green leafy vegetables, dried beans and peas and dried fruit.

Consuming a food rich in Vitamin C, such as orange juice, at

the same time as an iron-containing plant food will enhance

iron absorption.

Vitamin B complex

The B-complex vitamin family is essential to healthy brain

function. They’re also essential for the proper synthesis of

many other nutrients to help protect the integrity of the

central nervous system. Low levels of B vitamins are

associated with memory loss, while higher levels assist the

brain to make new neurotransmitters and to fight off

disease.

Vitamin B12 deficiency is a notable cause of

numbness, tingling, lack of coordination and impaired

cognitive function. Vitamin B12 is needed to

maintain the outer coating, called the myelin



sheath, on nerve cells. Niacin

deficiency presents as dementia,

dermatitis, and diarrhoea.  Thiamine

deficiency causes cognitive

dysfunction. According to the US Food

and Drug Administration, Vitamin B1

deficiency has been proven to be associated

with memory loss.  

Folic acid is vital for DNA and RNA synthesis,

protein metabolism, healthy cell division and red

blood cell formation. Folic acid and Vitamin B12 work

to produce neurotransmitters and replace nerve cells.

The lack of neurotransmitters is responsible for loss of a

good memory.

Some of the best foods with B vitamins:

• fish and seafood

• whole-grain breads, cereals, oats and barley

• chicken, beef, eggs

• most leafy green vegetables,

avocados

• cheese, milk and yogurt

• beans and peas

• oranges, lemons, grapefruit

• various nuts

Vitamins A, C, E

Vitamin A and C are linked to improving the

memory and reasoning powers and keeping ar teries

functioning properly. Vitamin E promotes blood circulation to

the brain and other tissues, preserves the cellular DNA

repair function, and fights free radicals.

Antioxidants in fruit and vegetables help neutralise free

radicals, molecules that can damage brain cells. Vitamin

C, beta-carotene (pro-Vitamin A), and Vitamin E are a

few of the antioxidants that keep the brain healthy.

Stick to bright colours when choosing other fruit

and vegetables, too. Yellow, orange, and green

vegetables are rich in beta-carotene, a

powerful antioxidant that converts to

Vitamin A in the body. Dark leafy green

vegetables and citrus fruit are packed

with Vitamin C. Good sources of

Vitamin C include green pepper, oranges, strawberries and

broccoli. 

Beta-carotene can be found in dark green leafy and orange

vegetables and fruit such as carrots, spinach, apricots, collard

greens and cantaloupe. The best sources of Vitamin E are wheat

germ, almonds and safflower oil.

Mental agility
Exercise will help prevent almost age-related diseases. It is a

natural antioxidant, anti-inflammatory and a stress buster. It will

also help you sleep better, and lower the cholesterol, blood

sugar and insulin levels. Exercise at least three to four times a

week. Walking, running, swimming, dancing – any form of

exercise – will help the body and the brain.

Several recent clinical trials have shown

that memory training and other mental

exercises can preserve or improve

specific cognitive skills in older people.

Keep your brain exercised by engaging in

active learning throughout life and pursuing

new experiences.

Numerous studies suggest that fruit, vegetables, fatty fish, and

other foods might help preserve mental agility by protecting

blood vessels and promoting regeneration of nerve cells. Aim

for at least five servings of produce a day, including some leafy

greens and cruciferous vegetables, linked with the strongest

benefits in one large observational study. Avoid trans and

saturated fats.

Eating the proper foods enhances the brain functions. And using

the brain for reading and learning new skills, such as playing a

musical instrument, or learning a new language, or computer

skills – even conquering crossword puzzles – regularly will keep

your brain quick and nimble.

Source: Health & Nutrition, Issue 142-143, June/July 2012

This is an edited version of the article.

Nutrition
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Shipping

It is with sadness that I write this, following the fire and explosion

on board the Bunga Alpinia in Labuan in July. Our sympathies lie

with the families and friends of those who lost their lives, as well

as with the staff at MISC who were involved and some of whom

would have known the crew members. The survivors will also be

in mourning for lost shipmates. 

Shipping has always been a dangerous career since the first time

man floated on the surface of the water on a piece of wood.

Apart from natural disasters, there are many things to cause

accidents on ships. Ships are unstable at the best of times and

the slightest swell can cause one to bump into something, lose

one’s grip or drop something.

In modern times, people still fall down hatches, ladders or knock

their heads or other parts of themselves. Equipment, such as

mooring ropes, break and can cause serious injury or even kill
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Shipping

someone. A sudden squall can tip one out of one’s bunk; my

cabin mate broke his arm that way.

All these things can happen on any ship, even passenger ships. At

least the crews do not have to climb up tall masts to rig sails any

more – unless on the sail training ships such as the one from

Chile that I saw in Singapore recently.

Tankers pose additional threats and chemical tankers even more.

They are carrying cargoes that can be extremely poisonous

and/or explosive. Some are corrosive, some are carcinogens and

yet others will cause an explosion if they come into contact with

another liquid. 

Even vegetable oils such as palm oil can be dangerous.

Dangerous? Surely not! You can eat it and cook with it, so it

cannot be dangerous. But it can be! There have been many cases

of crew members going into an empty tank after discharging

vegetable oils and collapsing. A colleague rushes down into the

tank to help and collapses as well. 

This may be because there is insufficient oxygen in the tank after

discharge. The tank is empty and the weather is hot; a quick

check that the corners are drained is all that is needed, so they

think there is no need to put on the breathing gear which is hot

and heavy. 

Squeegeeing the tanks (manually sweeping the bottoms to

ensure minimum losses) is often needed, especially in cold

climates. This is a dangerous operation as the crew are subject

to dehydration due to the extreme heat, the surfaces are

slippery and the oils can be as much as four feet deep in places.

Cases of near drowning due to a fall have been known.

Explosions during the working of palm oil cargoes have also

been known. I was recently told this story: 

“We were loading trucks in Montreal off one vessel and the driver

of the truck who was monitoring the loading figured it is only palm

kernel oil, so he was smoking as he was loading his truck.

“Well, an explosion sent him many feet up in the air and the

truck was a total loss before we were told by the chemists

investigating the accident that the cargo contained hexane.

When confronted the shippers admitted this is standard practice

but claimed it is all taken out after the extraction process.

“As the whole ship was loaded with palm oil, the crew was

happily doing all the necessary welding on deck during the

discharge. Luckily the whole ship did not go up in flames.”

This kind of incident has been happening since oils were first

shipped in tanks and, in spite of the health and safety procedures,

they will continue to happen. It is human nature.

Loss of chemical tankers

Every incident that causes loss of life is a disaster. Explosions or

groundings tend to hit the headlines and are bigger disasters. 

Take, for example, the Italian passenger ship Costa Concordia. The

ship, with 3,000 passengers and 1,000 crew, ran aground on the

west coast of Italy on Jan 13. A total of 32 people died and there

is much controversy over the incident. The recovery of the

wreck started in May and she has been declared a constructive

total loss for insurance purposes. The removal of the wreck is

expected to take a year.

It has also been a very bad year for the chemical tanker industry,

with four ships lost and 12 seamen killed to date. To list the

casualties in chronological order:
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• Doola No. 3, a Korean 6,500 tons deadweight chemical tanker

built in 2002, suffered an explosion and sank off Korea on Jan

15. Eleven of the 16 crew members were killed. The ship was

in ballast having discharged a full cargo of gasoline. It is thought

a spark ignited the vapours from the empty tanks during tank

cleaning. 

• Gelso M, an Italian chemical tanker of 18,000 tons deadweight

built in 2008, ran aground off Sicily on March 10. She was in

ballast at the time and luckily there were no casualties. At the

time or writing, five months later, she is still aground and it is

unlikely she will be restored to her status as a chemical tanker

and will most likely be scrapped.

• Kenos Athena, also a Korean chemical tanker of 7,500 tons

deadweight and built in 1985, sank off Korea on March 13

while carrying a cargo of sulphuric acid. Luckily there were no

casualties. The most likely cause is a leak from the main tank

into the bottom of the ship where the acid would eat through

the steel, flooding the ship.

• Stolt Valor, a 25,000 tons deadweight chemical tanker built in

2004, suffered an explosion on March 15 in the Middle East

Gulf after loading a cargo of MTBE. One crew member died

and the ship has now been declared impossible to repair and

will be scrapped.

The Bunga Alpinia incident has raised the question of safety once

again. There is a very thorough investigation under way and one

hopes that the question of safety will be reinforced throughout

the industry. 

The question of safety at sea is one under constant review

and in the spotlight after each incident. The simple fact is that

all those dealing with chemical tankers are human. They are

always likely to slip up, take a short cut, forget a rule or make

an otherwise very minor mistake that can cause a major

incident.

There are many other factors involved; most involving money.

The freight levels are too low for any owner or operator to

make any profit, let alone pay the loans on the ships. The bunker

prices are rising again after a lull in June and all other costs are

increasing for the owners. 

The intense concentration on safety may well be

counterproductive. There are so many manuals to read; on

board training sessions; and preparation for, and participation

in, numerous inspections and surveys by authorities,

charterers, classification societies and others. All of these are
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on top of the normal routines of running a ship. Often crew

levels are at a minimum to comply with the law due to the

increasing costs of crews and decreasing income from

charterers. 

With this level of work load and detail required, it is my

belief that officers and crew just get tired. When tired,

people make mistakes. It only takes one simple error to

cause a serious incident and those errors are easy to make

if tired.

These all contribute to human error. In an excellent book by Dr

Anita M Rothblum of the US Coast Guard, she states: About 75-

96% of marine casualties are caused, at least in part, by some

form of human error. Studies have shown that human error

contributes to: 

• 84-88% of tanker accidents

• 79% of towing vessel groundings

• 89-96% of collisions

• 75% of allisions (striking a fixed object)

• 75% of fires and explosions

Multiple considerations

Is there a solution to this? It is very difficult to see one. As long

as the owners are struggling for survival, they are not willingly

going to increase crew levels and hasten the day when they have

to claim protection from their creditors while they fight to pay

their daily operating costs. 

Charterers are not going to pay more than the market levels

because, after all, money is the important consideration when

fixing a ship on the spot market. While many charterers do

have minimum quality criteria for the ships they fix, many do

not. 

Increased regulation will not help as there is already so much; the

minds of officers and crew members are so full of information

from manuals, that they can easily just block out anything

additional.

The point one needs to remember is that no crew member on

any ship, regardless of the type or size, wants to be injured,

certainly not to lose their life or that of shipmates. I believe that

it is a mistake to look for individuals to blame with a mind to

criminalise them. 

By all means, full investigations are needed and lessons must be

learned. If individuals are at fault then their certificates should be

downgraded or removed; but they should not be thrown into jail

unless there is positive proof of intent to cause the accident. 

Criminalising accidents will only deter those sensible crew

members who are alert to the dangers from sailing at all. The

world needs sensible crews, they should not be put off from

becoming seamen by the thought that an accident which is not

the deliberate action of anyone, can land them in prison.

There is no clear-cut answer to this problem: 

• Crews should be aware that actions can have disastrous

consequences, but they already are.

• Owners should ensure officers and crews are well trained

and that they are not so loaded with work that they are too

tired to take the normal precautions.

• Charterers should not impose inspections on ships working

in port that can take officers away from their responsibilities

of the routine running of the ships.

Let us pray that there are no more serious accidents this year as

least; certainly none that cause loss of life. 

There should be no discouragement of a seagoing career. It is

one of the oldest and most honourable of careers, and seamen

deserve the respect and thanks of all of us for their service to

trade everywhere.

Charles Barton

Maritime Consultant
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Leading causes of accidents

A study by the Swedish Club, produced as a reaction to a 60% increase in hull and machinery claims over a three-

year period, has pointed to skills shortage as one of the principal reasons for this rise. A substantial rise in the cost of

individual claims, and an increased frequency of claims since 2008, led to the club’s analysis, which points to a number

of common causes. None of these might be considered new or particularly surprising, with a lack of knowledge, the

failure to follow procedures and inadequate resource management being three of the key issues identified. 

The club’s findings mesh with that of analyses by accident investigators and others, suggesting that there is a growing

shortage of experienced seafarers in a global fleet that continues to increase. Others have pointed to the increased

intensity of marine operations and the Swedish Club certainly identifies excessive speed as a recurring issue, noting

that situational awareness would often have been enhanced if the ship or operation had been slowed to a more

reasonable speed.

The ‘human interface’ between the operator and increasingly complicated equipment has also registered as a problem,

with over-confidence of ships’ officers – who believe (erroneously) that they fully understand their equipment – being

seen as a cause of accidents. 

New equipment and procedures such as the major practical changes being implemented with the arrival of ECDIS

[Electronic Chart Display and Information System] and electronic charts has also been problematical. Groundings and

collisions have been caused because of a lack of knowledge about what officers were seeing as they monitored

equipment. The importance of relevant and adequate training is emphasised.

The club also points to the need for a universally acceptable ‘near miss’ reporting system, noting that its absence does

not encourage such reporting. Because of this ‘missing link’, any trend cannot be properly identified before accidents

actually happen. Best practice, in this respect, needs to be shared more widely.

Failure to follow procedures, the club suggests, is undoubtedly a leading cause of accidents, and it points to the lack

of a ‘safety culture’ where such accidents tend to occur. The widespread use of multinational manning, it points out,

reinforces the need for this cultural shift.

Other studies, not least the BIMCO/ISF manpower updates, have forecast this skills shortage, pointing out in their

several editions the ageing of the seafaring population, the disappearance of the very experienced OECD officers as

they reach retirement age and the need to address the ‘experience gap’ their retirement is causing.

While it may accelerate promotion of younger officers, the fact of their lack of experience has also been recognised

by the best operators, which have in place programmes to ‘upskill’ younger officers before they are promoted. When

it is merely assumed that inexperienced officers will learn quickly once they are in post, there is a risk (borne out by

studies like that of the Swedish Club) that this assumption will turn out to be unfounded, and the officer will be unable

to react properly in the event of a serious, or non-routine, problem and will ‘learn the hard way’.

Source: BIMCO, Aug 31, 2012
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The few days I spent in Sandakan since Colin Black’s departure had been busy and

rewarding. I had rented and furnished an office in town. I had also rented and

furnished a small house on the outskirts of Sandakan which would house our

accountant when he arrived, and would also provide accommodation during my

visits. 

I bought a second-hand 18-foot speedboat with twin 60hp outboard engines.

It was made of marine plywood, and painted blue and white. I had the name

Pekaka painted on its bow. (Pekaka is the name of the beautiful blue and

orange kingfisher which I had seen along the river banks on my first trip

upstream.) I knew nothing about boats and even less about outboard

engines. 

The Sandakan harbour master told me that the Pekaka was strictly a river-

boat and he expressed serious doubts about its seaworthiness. He was

horrified when I announced that I was going to take the Pekaka up to the

estate by sea; he said something about dangerous coral reefs and talked

about the seas picking up now that the north-east monsoon was

approaching. He told me to make sure I had an up-to-date chart of the

area. 

I was longing to get back to see what progress had been made on my house and it seemed silly

to put the boat onto a barge and have it transported up to the estate as he suggested. Kong Miew objected

vigorously when I told him that the two of us were going up to the concession in it, but I outvoted him. He was

handy with machinery, and I was confident that he would soon get the hang of operating the outboard engines as

we went along. 

I took the precaution of purchasing a chart showing the coast around Sandakan. It looked hideously complicated. But

it seemed to me that, if we just followed the coast northwards for perhaps 15 or 20 miles, we were bound to find

Labuk Bay. Then all we had to do was to turn left for another 10 or so miles until we found the estuary of the Labuk

river. If we followed the route which Captain Hussein had taken on the Mantanani on our first trip, we couldn't go

wrong.

68
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It turned out to be an exciting journey. The waves were

rather high and the Pekaka rolled around quite alarmingly

at times. As the harbour-master had feared, we hit one or

two coral reefs. They were only glancing blows and the

hull was not damaged. All that happened was that the pins

on the outboards snapped. Kong Miew had taken a

pocketful of spare pins with him and soon became adept

at replacing them. 

We were both quite relieved when we passed Beluran

and entered the mouth of the Labuk River. I swung the

Pekaka round in a wide arc, and throttled back the

outboard engines. We glided in towards the bank. High

above the river, on its 8-foot stilts, was my new eco-

friendly house, built entirely of local materials. It

looked very picturesque. The bright orange-yellow

colour of the new attap contrasted with the sombre

green of the jungle, which surrounded it on three

sides. 

It was a scene of frantic activity. One group of Orang

Sungai was clearing undergrowth. They had left not only

the Crocodile tree, which Ibrahim had told me about, but

several other tall trees as well. The result was that the

jungle appeared to be crowding in almost to the roof of

the house.  

A few yards downstream, the kumpit which I had hired in

Sandakan was anchored, waiting to discharge my furniture

and goods. Some Orang Sungai were busy inside the

house, putting the finishing touches to the camphor-wood

floor, whilst another was trimming off the rough edges of

the attap at the side of the house, like a hairdresser

trimming off a fringe.

Kong Miew had already got the unloading of the kumpit

underway. The lounge, dining room, kitchen, and

bedrooms were furnished one by one. The huge

kerosene fridge was set up in a corner of the kitchen.

Kong Miew fiddled with its wick briefly and then with

almost indecent haste it was filled up with beer and

provisions. 

Tompong and a couple of his sons appeared, carrying rolls

of kajang matting. Kajang is the traditional walling material

in the interior of Borneo. Like the roofing material, attap,

it is made from the tough leaflets of the nipah palm. I was

fascinated to see the wall unroll as it were, before my very

eyes. As they passed each upright post, a worker tied it on

with thin strips of rattan. Windows were cut into the walls

with a parang.

Party planners

Later, Kong Miew, Ibrahim and I relaxed in the new cane

chairs on the veranda, watching the colours of the river

deepen and change in the glow of the setting sun, which

was just disappearing behind Mount Kinabalu. 

We saw the dark silhouette of a padau being paddled

downstream towards us. It was our friend Rangga. He

looked around in the glow of the kerosene lamp which

Kong Miew had now lit up. "Your new house seems

fine. This is the biggest house I have ever seen. It could

hold an entire kampong. We should have a good party

here."

Since there was such a very small scattering of huts in the

area, I thought myself we would be lucky to get more than

a couple of dozen people. Ibrahim and Rangga were

agreed however that when the word spread around up

and down the river, we would be likely to get nearer a

hundred.  

Ibrahim volunteered to arrange for the catering to be

done by the Klagan Chinese ladies. With the food situation

dealt with, we turned to the much more important
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subject of drink. “I have already asked Tumpeh to bring up

a few crates of beer and lemonade from Klagan,” I told

them. 

“And I will arrange for the tapai, Tuan," Rangga said.

"How much tapai do you think we will need?” I asked.

"Maybe about 10,” he suggested. “ .... I doubt if 10 pints

of tapai will be enough,” I said. Kong Miew looked at me

pityingly. “He doesn't mean 10 pints, Tuan, he means 10

gallons.” “No,” corrected Ibrahim, “He means 10

tempayans!”

Tempayans are huge ceramic jars, originally used by the

Chinese for importing pickled vegetables and hundred-

year-old eggs. The smaller tempayans hold about five

gallons each. "No, Rangga, your arithmetic must be wrong,"

I said. “That would amount to about 50 gallons.” “On

average, Tuan,” said Rangga, "with refills, you need one

tempayan for 10 people.” 

“How long do parties usually last then, up here?” I asked

faintly. “Some parties are more important than others,”

said Rangga. “When we finish planting the rice we have

the Simavut festival. That is a short party which lasts only

two days and two nights. When the rice is fully grown, we

have the Marumbigi festival to ensure a good harvest. This

has about the same importance as the Simavut, also only

two days. 

“Then, when the rice is all harvested we celebrate the

Manumpomun festival. This lasts only three days

because we must save our strength for the threshing of

the rice. After the threshing is finished we have the

biggest party of the year – the Harvest Festival, the

Togongok – this lasts five days and nights.” Rangga

paused for breath.

“You have missed out the parties you have for weddings

and funerals, and the party for when you build a new

house, and when you abandon an old house to move

somewhere else,” said Ibrahim. Rangga agreed. “If we miss

out on any one of these ceremonies, things can go very

bad for us. ... We are starting the Marumbigi festival in a

few days, Tuan. You must join us.”

"The Kadazans take their drinking very seriously in the

Labuk," said Ibrahim. I began to have misgivings about my

boast that I would hold the biggest house-warming party

seen in the Labuk.

Pantun challenge 

It was two evenings later. The party was, I thought, going

with a swing. The music swelled out into the darkness of

the tropical night. The guests had started to arrive as the

sun was going down. Their number and racial diversity was

astonishing. 

Orang Tuah Opel and a group of Tidong padi planters had

come up from the tidal rice fields down the Klagan River.

From the Labuk came Tompong and his Orang Sungai

friends, somewhat proprietarily showing off the new

house they had built, to their families. From Klagan island,

a couple of kumpits had delivered the local Chinese

community, Tumpeh and his brothers and their families, as

well as Titi and all the Lim clan. The children and babies

came as well. 

A small group of Europeans turned up out of the blue.

They consisted of the Sandakan Residency Surveyor, the

Hon. Bruce Sandiland, and a party of students who were

helping him to do a trigonometrical survey of the

mountain range upstream. They were accompanied by

their Iban rangers who seemed to have an inordinate

liking for beer. 



71GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.9 ISSUE 4, 2012

A couple of large kumpits from a timber camp a few miles

up the Labuk brought a group of Indonesian, Filipino and

Dayak forest workers. Finally of course, from the upper

Tungud, came the Ampulong Kadazans under the watchful

eye of my friend and neighbour Rangga. 

Abdul Nasir and his group of Banjarese musicians were

introduced to me by their leader, Haji Tasman. He was to

become an important person in the life of the project, and

my good friend for the next 40-odd years. He was an

extremely intelligent man and became our first local

supervisor. 

The people of the Bayok were the only ones I met in the

Labuk who were still familiar with Malay poetry, or

pantun. Tasman was a great authority. On discovering

that I knew a few pantuns, an elderly Banjarese lady

challenged me to a competition. We danced together in

the centre, exchanging pantuns to the accompaniment

of Abdul Nasir and his fiddle, and with the audience

singing the chorus of the Malay song Rasa Sayang

between each verse. 

When I was studying Malay as a 20-year-old in Johore, we

had a group of Malay ladies in our weeding gang. They had

retired from the dance halls of the local towns. They were

great fun and used to pull my leg unmercifully. Eventually,

in self-defence, and under their tuition, I gained quite a

repertoire of pantuns, and I would recite them to the

huge amusement of the ladies. 

The first pantun I sang at the party was:

The old lady responded with a pantun which ended with

the words “Masi kuching di England, di Labuk tikus

bermain” (“Whilst the cat’s in England, the mice play in

the Labuk.”) The pantuns were a great hit with our

neighbours and became a regular turn at all our future

parties. 

Ritual judging of tapai

The Kadazans were the ones who knew best how to

enjoy themselves and the party really got underway when

they arrived, bearing in their perahus the huge jars of

tapai. These were set up around the walls of the house.

Each tempayan had a couple of bamboo straws sticking

out of it. 

Early in the proceedings I was invited to participate in a

ritual, which was held at every party which the Tungud

Kadazans attended. This was the matter of judging the

best brew of the evening. I was invited to select the

winner. Each family had brought a jar. They grouped

around it anxiously, whilst, like a connoisseur at a wine

tasting, I went from one tempayan to the next. I squatted

down at the first jar, hampered only by the fact that I was

wearing my kilt in honour of the occasion. (My national

dress created much interest, especially my sporran. There

were several enquiries as to why I wore a dead otter

round my waist.) 

I took a small sip at the first tempayan, and announced

that it was delicious. I was not to get off so lightly

however. A buxom maiden took her place at my side,

holding aloft a half-pint glass full to the brim with water.

As I sipped, she replenished the tempayan so that it was

also kept full to the brim. Thus from the amount of water

left in the glass everyone could tell exactly how much

tapai I had drunk. There was no way I could merely

pretend I was drinking.

Sungai Labuk bunyi meriam,

Pada England ber-api-api.

Sungai Labuk aku diam,

Tetapi England berhati hati.

Sound of cannon on the Labuk

The flash is seen in England.

I live on the Labuk,

But the heart is in England.
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Ibrahim was at my elbow to advise me on protocol, as

always. He whispered that I had better take this

ceremony seriously. Feelings were apt to run high.

Heads had literally been known to roll, when decisions

were disputed. Politically, it was the most delicate part

of the evening. I somehow felt that I had better get this

right if I was to remain friends with the Tungud

Kadazans. 

Each Kadazan family watched my expression anxiously

to see if I had enjoyed their brew. It was actually not

an unpleasant taste, much better than the coconut

palm toddy, which I sometimes had to drink in the line

of duty in Johore. Unfor tunately, to my untutored

taste each brew tasted much the same. One or two

had the odd dead cockroach floating on top, but even

this additional protein made no discernable difference

to the flavour. A judgment of Solomon would be

needed.

I followed the advice of my grandfather, Leslie

Macgregor, “It's aye safer to cheer for the home team.”

I gave a flowery speech, commenting on the effect of

soil, rainfall patterns, variety of rice and type of river

water on the taste of the tapai. There were wise nods

from the older Kadazans. The other important factor –

I was now improvising more confidently – was the

transport. It was not generally realised how a delicately

blended tapai could be affected by being moved from

one place to another. Again there were some nods of

agreement. 

Tonight, although all the tapais were of an incredibly high

quality, Mr Rangga was lucky because he had only

transported his tapai a few hundred yards. Some of those

which had been taken down the river from further

upstream might even have surpassed Rangga's if they had

been drunk nearer home! Therefore, by the merest

whisker, Rangga's tapai was the winner. There was a round

of applause from the Kadazans. Ibrahim nodded

approvingly.

Drunken house 

In another hour or two, the party started to break up.

Shortly after midnight, Kong Miew and I were left alone

with the Kadazans. For them the party was just

beginning to warm up. Throughout the evening

interspersed with the violin and the Orang Sungai

gongs, a few notes of Kadazan music had tinkled out

from time to time. 

Now however, a young lady hitched up her sarong and

squatted down behind the kulintangan. This consisted

of a row of small gongs mounted on a frame, like a

large xylophone. The huge deep-throated gongs

behind her beat out an insistent rhythm and the

characteristic tinkling note of the kulintangan rose

above it. 

An old Kadazan man was ushered into the centre of the

room. He star ted to dance. His arms were

outstretched, his hands turned outwards at right angles,

like a Balinese temple-dancer. The crowd all fell silent.

The old man was incredibly graceful. As the tempo rose

and fell he followed the rhythm. His body swayed as he

portrayed the movements of various jungle animals. In

all my years in the Far East I never saw anyone dance so

beautifully. 

The rhythm being beaten out by the gongs quickened in

tempo. It was, I thought, not unlike the rhythm of a

Scottish reel. “Rangga, I have been introduced to many of

your customs tonight and I would like to teach you to do

a dance from my country – Scotland.”
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There were yells of enthusiasm and in minutes Kadazans

were, somewhat unsteadily it is true, leaping around,

performing the pas-de-bas. Thereafter, I have hazy

recollections of unsteady brown shapes performing a

variety of Scottish dances to the rhythms of the

kulintangan.

About 3am, a couple of Kadazans made a move

towards the steps. Rangga was on his feet like a flash

to stop them. “My friends,” he shouted, (Either he

was speaking in Malay which would be curious, or

else after a gallon or two of tapai, I had suddenly

received the gift of tongues and could understand

Kadazan.)

“Friends, Mr Devsen will be very offended if any of you

leave before the sun has risen.” “No Rangga,” I assured him

hastily, “it has been a lovely party but I will not be offended

if you leave now!” Rangga shook me by the hand. He

looked at me blearily. “... Kong Miew has told me the

custom of your country is that no one is allowed to go

home before dawn.” 

I had an idea. “Rangga, did you not tell me that your

Marumbigi rice festival will be held soon?” Rangga

consulted a couple of elders." It is the day after tomorrow,

Tuan.” “Look, Rangga, why don't you take all the remaining

tapai up to your house and start right away on the

festival?”

Again there was a long discussion amongst the elders.

This time it got quite animated. Rangga turned to me

sadly. “Dolin here,” he pointed at a toothless old man

who was still arguing furiously, “says we cannot start the

Marumbigi before the day after tomorrow. If we do, it

will bring a curse on our rice and we will have poor

crops next year.” 

I turned to the elder. “Dolin,” I said, “You are right. It is

good to uphold the traditions. However, what I am

suggesting is that you merely transfer this present

par ty to Rangga's house. The day after tomorrow you

can stop this par ty and immediately star t the

Marumbigi festival.” Dolin's face lit up. Within minutes

a string of happy Kadazans were weaving their way

unsteadily down to the jetty carrying their precious

jars.

The party was over. In tidying up the worst of the mess, I

noticed an interesting phenomenon. I accidentally

dropped an empty bottle at the front of the lounge. It

rolled over and over, towards the back of the house. The

floor from front to back had developed a good six-inch

drop.

“It happened,” said Kong Miew, “when you and all those

Kadazans were doing your crazy Scottish ronggeng. The

posts have sunk deeper into the damp ground at the

back of the house." Thereafter the house retained its list

to starboard, until it was washed away in the 1963

flood.

We looked around the debris. "That was a good party,”

said Kong Miew. “Even the house looks a bit drunk!”
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