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2020 is forecast to be a good year for palm oil in
terms of a remunerative price for producing
countries. Indonesia and Malaysia are the two biggest
producers and exporters of palm oil globally. Other
major producers are Thailand, Colombia, Nigeria,
Guatemala, Honduras, Ecuador, Papua New Guinea,
and Ghana.
Crude palm oil (CPO) prices have been on a rallying
trend since October 2019, peaking above RM2,800
per tonne on Dec 9. Palm oil prices over the first nine
months of 2019 were subdued because of persistent
high stock, slower demand from major importers
India and China, and the European Union’s
Renewable Energy Directive (RED) II, which will
phase out palm oil deemed unsustainable from its
biofuel market by 2030. Differences between
Malaysia and India in October were projected to
further dampen sales and prices.

6
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The Council of Palm Oil Producing Countries (CPOPC)

1. The lengthy drought in Sumatera and Kalimantan early in 2019

organised the first Palm Oil Supply and Demand Outlook

resulted in many palm oil companies reducing fertiliser application,

Conference (POSDOC) in Malaysia on Oct 22, 2019, to change

as the oil palm trees would not benefit much under extremely

the perspective of the market. As palm oil is a market-driven

dry conditions. Additionally, due to persistent low palm oil

industry in many producing countries, CPOPC wanted all

prices over the year, companies decided to minimise their

stakeholders to be cognizant of, and updated on, the supply,

expenses by reducing manuring. This led to decreasing fruit

demand and price in the global market going into 2020. The

production and eventually reduced palm oil supply.

market at the time was being fed with gloomy forecasts and a
lack of informed data. The next few months will, therefore, be

2. Several analysts, including at the Globoil Conference held in

crucial for the industry to digest all the numbers and data going

Mumbai, India, in September, predicted that the palm oil price

forward.

would be flat until the end of 2019 and in the first quarter of
2020. Discussions during Globoil also suggested that Indian

The focus of the conference was to develop a Supply and

importers would not buy palm oil from Malaysia, possibly to

Demand Balancing Strategy to ensure that the market price is

create an oversupply situation in Malaysia to cause a price

remunerative for the industry to remain sustainable.The industry

collapse. As a result, Indian buyers started to buy from Indonesia.

needs to explore areas of mutual interest to work together, and

However, they unexpectedly lost their bargaining power in

to share common experiences to address problems as well as to

the duopoly market. Indonesia could not meet the sudden

optimise opportunities.

demand without raising the price. This also lifted the Malaysian
price, but it was relatively lower, leading to further positive

The conference was successful in providing a strategic platform

trends.

for interaction and in-depth deliberation on three key aspects
related to the palm oil industry, namely production supply,

3. The bullish sentiment was also attributed to mandator y

market demand and price outlook. The event enabled CPOPC

biodiesel programmes. It is well accepted that the recent

to publicise the forecast supply and demand messages to

price spike was due to Indonesia's announcement to launch

sensitise the market. Palm oil prices have soared since then, and

the 30% biodiesel blend (B30) programme in 2020. This will

the upward trend is likely to continue as demand will increase

absorb over 9 million tonnes more CPO. Malaysia is preparing

due to a combination of factors including increased use of palm

for B20 in 2020. When both volumes are combined, it will

oil-based biodiesel and low production of palm oil in 2020.

generate considerable CPO consumption. The anticipated
scenario is that demand will outstrip supply, and the price will

The discussions at POSDOC were amplified at the International

increase.

Palm Oil Conference in Bali, Indonesia, at the end of October.
This gave another push to prices, extending the rally into

Most industry analysts have forecast that CPO prices will remain

November. Enthusiasm in the market was attributed to these

at elevated levels in 2020. Benchmark futures may average

factors:

RM2,600 (US$628) a tonne, the highest in three years, according

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020
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to the median of 25 estimates in a
Bloomberg survey (Figure 1), versus an
average of RM2,240 reported for 2019.
Lower production in palm oil producing
countries, increasing biodiesel mandates,
and robust food demand will be the key
price drivers in 2020.
Production outlook
Analysts are revising their outlook for
production in Indonesia and Malaysia due
to dry weather and lower fertiliser
application. LMC International forecasts
global palm oil stockpiles to reduce in
2020, as slow output growth coincides
with a boost to biodiesel mandates. The
relentless pressure from NGOs to stop
oil palm planting, as well as the slowdown
in new planting due to low prices earlier
and a moratorium in Indonesia, will
inevitably keep production growth low
for the next few years.
Industry efforts to become more
sustainable will become more crucial in
2020, to prevent more companies or
countries restricting the use of palm oil.
There are fears that the EU, which wants
to phase out palm oil use in biofuel, may
look to the food sector next.
CPOPC has advised producing countries
that the EU’s proposed limits on 3-MCPD
esters may impact palm oil use in food

become mandatory for growers from

Demand outlook

products and are set to be enforced

2020, even as producing countries

The B30 biodiesel mandate in Indonesia

legislatively to meet acceptable safety levels.

continue working together to counter

is key to palm oil’s price direction. The

CPOPC has agreed that a single maximum

discriminatory

Weather

policy will help increase CPO prices,

level of 3-MCPD at 2,500 µg/kg for all

calamities that affect soybean crops in

improve industry competitiveness, and

vegetable oils should be adopted, as the

the US and South America, or sunflower

divert biodiesel to the domestic market.

acceptable safety limit for consumption.

planting in the Black Sea countries,

Nevertheless, biodiesel mandates in

could also tighten supplies and support

Indonesia and Malaysia are facing scrutiny,

edible oil prices, including that of palm

as palm oil trades at a large premium of

oil.

almost US$100 a tonne to gasoil, compared

The

national

palm

oil

sustainable

certification scheme in Malaysia will

8
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to an average discount of US$54 over
the past year. This will make palm oil
more expensive to blend into biodiesel,
and will require increased financial
incentives. Indonesia has decided to reimpose export levies to fund the
mandate starting from January 2020.
Malaysia has announced the imposition of
export duty from January 2020. Any
failure to fulfil the mandate would not
support palm oil prices.
The price rally has been so sudden that it
threatens the traditional perception that
palm oil is a ‘cheap’ vegetable oil for food
and fuel. Palm oil hit parity with soybean
oil for the first time since 2011, reducing
its price competitiveness against other
edible oils and prompting buyers to
consider alternatives. While a political
argument between Malaysia and India
disappeared in November, the markets
are still on the lookout to see whether
India may increase import duties, which
could affect palm oil purchases.
China, meanwhile, has increased its
buying since July as African Swine Fever
reduced its hog rearing industry and
lowered domestic demand for soybean
meal. The China National Grain and Oils
Information Centre expects palm oil
imports to reach a record 7 million
tonnes in the year starting October to fill

to exports after coal. Palm oil contributed

year (y-o-y) over the first nine months of

the gap.

more than 9% to Indonesia’s total export

2019, greater than the 10.5% decrease

value in 2018, lower than its contribution in

over the same period in 2018. However,

Palm oil performance – Indonesia

2017 of 11%. The main reason for the

Indonesia’s CPO export volume in the

Palm oil is one of Indonesia’s top foreign

decline was the lower CPO price in 2018

January-September period grew 1.9%

exchange earners and contributes 1.5-

compared to 2017. Low CPO prices

y-o-y, a reversal of the 1.9% contraction

2.5% to Gross Domestic Products

continued into the first nine months of 2019.

over the same period in 2018. This
figure indicates that CPO demand

(GDP). It directly and indirectly provides
a livelihood for more than 16 million

As a consequence, Indonesia’s CPO

remained strong in 2019, especially

people. It is the second-biggest contributor

export value declined 17.2% year-on-

from China.

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020
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Indonesian palm oil faces serious challenges from its main

tonne, supported by a strong average of RM2,820 per tonne in

impor ters, such as India and the EU. India has been

December 2019.

reducing its dependence on the commodity and is shifting
to local vegetable oils, such as rapeseed oil. The situation

Internally, CPO supply will likely decrease in 2020 due to lower

worsened for Indonesian palm oil when India imposed a

production. The lower CPO price throughout 2019 has forced

lower impor t tariff for Malaysian refined palm oil up to

growers to reduce fer tiliser applications, especially in

September 2019.

plantations owned by smallholders whose productivity is lower
than those owned by private companies. The lack of fertilisers

The EU’s stance that Indonesian CPO is not environmentally

will reduce production from the fourth quarter of 2019 up to

friendly also threatens demand for the commodity from several

2021.

countries. However, Trademap data show that the EU’s CPO
import volume grew 8.2% y-o-y over the first seven months of

There was a report of drier weather and lower rainfall volume

2019, despite the negative campaigns.

for 3-4 months in Pahang, Selangor and Perak in the first
quarter of 2019 and Sabah in the third quarter. There will be

In order to promote sustainable palm oil and combat negative

fewer fresh fruit bunches (FFB) due to floral and bunch failure

campaigns, Indonesia has maintained the moratorium on issuing

during the dry season; this will affect production in 2020. In

permits for new oil palm plantations while enforcing

November and December, several states in Peninsular Malaysia

sustainability standards through the Indonesian Sustainable Palm

were flooded, and this may affect the harvesting and

Oil certification programme.

transportation of FFB.

Palm oil performance – Malaysia

CPO production will also be limited because there will be a

Palm oil is still the best agri-commodity in Malaysia. The industry

small increase in the total plantation area this year. Malaysia has

contributed 4.5% to the GDP and RM67.5 billion in export

enforced new policies, such as the capping of the total oil palm

earnings in 2018. However, the export value declined because of

cultivated area at 6.5 million ha; putting a stop to new planting

the lower CPO price in 2018 compared to 2017. The low price

of oil palm on peatland; banning the conversion of forest

continued into 2019. Based on the Malaysian Palm Oil Board

reserved areas for oil palm cultivation; and opening up oil palm

average CPO price, the forecast for 2019 was RM2,120 per

plantation maps for public access.

10
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The Malaysian palm oil industry is facing
significant challenges in complying with
the national sustainable certification
standard, with over a third of plantations
yet to meet the criteria. The Malaysian
Sustainable Palm Oil (MSPO) certification,
which requires growers to meet certain
standards on protecting the environment
and workers’ rights, is mandatory from
January 2020. As at the end of October,
about 58.3% of close to 5.9 million ha of
land under oil palm cultivation had
achieved MSPO certification. As the
country enters 2020, significant challenges
remain in achieving 100% mandatory
certification.
Looking ahead
Palm oil production in Malaysia and
Indonesia is expected to be flat in 2020.
Low or no fertiliser application in the first
half of 2019, dry weather and lower
planting of new areas will combine to
give a production increase of just 1

China’s soybean crushing activity and

India, the world’s top edible oil consumer,

million tonnes. Malaysia’s CPO output

impor ts of rapeseed and rapeseed oil

is set to import 16.3 million tonnes of

was projected to rise by 2.6% to 20

are expected to fall, leaving palm oil

edible oils for the 2019/2020 marketing

million tonnes in 2019. Lower output of

with a big oppor tunity. China has

year which started on Nov 1, compared

19.3-19.5 million tonnes is expected in

turned out to be the best impor ter for

to 15.6 million tonnes previously. Of this,

2020. Indonesian output is forecast to

palm oil in 2019 and will continue to

palm oil imports will make up 9.9 million

increase by just 1 million tonnes to 44

be so in 2020 due to edible and

tonnes, slightly up from 9.5 million tonnes

million tonnes.

industrial

and

previously. Demand from India so far is

sunflower oil will replace soybean oil.

still strong. Its dependence on imports is

From March 2020, world stocks of

China is a palm olein market; as long as

rising due to flat domestic production

vegetable oils are likely to deplete, making

the palm olein price discount to

and higher per capita income.

the price outlook bullish. There will be

soybean oil is still good, there is an

higher demand from key markets like

oppor tunity to gain a bigger market

Palm oil is still the main imported oil in

China and India, and a push to use more

share. The good news is that, despite

India. It accounts for a larger sales volume

palm oil in biofuels by Indonesia and

large impor ts of palm oil in 2019, the

due to competitive pricing; low vegetable

Malaysia, which will augur well for lower

inventory in China is still low.

oil prices will therefore encourage more

stocks and higher prices.

demand. Palm

oil

consumption. Statistics have shown that,

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020
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despite big imports, the edible oil stock is still low. This augurs

Similarly, Malaysia is planning to increase its biodiesel blend from

well for palm oil demand as long as its price discount to soft oil

B10 to B20 for the transportation sector and B7 to B10 for the

is good.

industrial sector in 2020. This is expected to absorb more than
1.3 million tonnes of CPO domestically.

Demand for palm oil for food production will remain strong as
the global population grows. Replacing palm oil as a consumer

If CPO supply becomes limited due to lower fertiliser

food ingredient will be a challenge, as the commodity has a wide

applications and extreme weather, biodiesel implementation on

range of derivatives used in various products.

a national level will further reduce the available volume from
both Indonesia and Malaysia. As a result, the outlook for palm oil

CPO demand for biodiesel will definitely increase because

in 2020 will be positive.

Indonesia, Malaysia and Thailand are increasing their blends of
diesel and fatty acid methyl esters (FAME) to make biodiesel.
Council of Palm Oil Producing Countries
Jakarta, Indonesia

For instance, Indonesia will increase its mandatory biodiesel
policy from B20 to B30 in January 2020. The policy is expected
to see an additional 3.3 million tonnes of CPO being absorbed
domestically to produce 9.6 million kiloliters of FAME by 2020.

12
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Comment

he progress of global food

T

security hinges on the ability of
the farming community to

efficiently

produce

sufficient

and

nutritious food to satisfy needs. The UN
Food and Agriculture Organisation
(FAO) has sounded the early warning
that the agri-food sector would need to
generate 50% more food by 2050 to
meet demand.
Food security is a serious threat facing
millions of households in developing
countries.The number of people suffering
from hunger over the past three years
has increased to more than 820 million –
one in every nine people in the world
(Figure 1).
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More than 50% of the undernourished

glyphosate to support nature-based

Public opinion has come to play a role in

live in Asia, while more than 30% live in

solutions.

groups

the debate on palm oil issues in the EU.

Africa (Figure 2). These are regions with

championing a vegan lifestyle have led

The just-released European ‘Green New

high potential for agriculture expansion

protests

Deal’ (see Box), announced by European

for plantation crops like the oil palm that

Netherlands and Ireland.

Animal
in

Germany, France, the

could easily help to reduce poverty,
hunger and unemployment.
Palm oil offers an ideal solution for both
global food insecurity and sustainable
agriculture.

In

stepping

up

food

production, however, growers now have
to contend with climate change issues
and

complaints

of

environmental

degradation.
Challenges have emerged from Green
activism in Europe. These range from
hostility towards farmers to environmental
policies that ban the use of pesticides like

14

welfare
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der Leyen, provides a roadmap of action
for all sectors of the economy – notably
transport,

energy,

agriculture

and

buildings – as well as industries such as
steel, cement, ICT, textiles and chemicals.
She has been quoted as saying that the
EC will propose a law in March that
would “make the transition to climate
neutrality irreversible”, adding that the
measure will extend the scope of
emissions trading and will include “a farmto-fork strategy and a biodiversity
strategy”. One of the proposals is to
penalise imports from countries with
lower emissions controls.
The Environment, Public Health and Food
Safety Committee – the largest in the
European Parliament – has approved a
resolution calling on the EU to enact a
long-term strategy to reach climate

According to LMC International, if all oil

As an alternative strategy, Malaysia could

neutrality by 2050.

palm expansion were to be stopped, 150

consider measures similar to that in Iowa

million ha more land would be needed for

in the US, where the Governor signed an

The EU Delegated Act which came into

soybean to meet the supply gap for

executive order. This requires all new

effect on June 10, 2019, restricts the types

vegetable oil. This would be more than four

contracts for state-owned diesel vehicles

of biofuels that may be counted toward

times the entire area under oil palm in 2030.

to be purchased from engine manufacturers

renewable energy goals, and introduces a

that can accommodate at least 20%

certification system. Palm oil biofuel has

The EU’s protectionist measure has

biodiesel. Such a move would support

been categorised as ‘high’ risk under the

compelled Indonesia and Malaysia, the

Malaysian oil palm farmers, as well as the

Act, due to alleged indirect land-use

two largest palm oil producers, to act.

renewable fuels sector.

change (ILUC) factors, loss of biodiversity

Indonesia took the first step by filing a

and greenhouse gas emissions. It is the

complaint

only feedstock categorised as ‘high risk’. Its

Organisation (WTO) on Dec 15, 2019.

with

the World Trade

use in transport fuel will be phased out by

Levels of food insecurity
Farmers are a critical component in
ensuring food security, food health and

2030, and it will not be eligible to receive

However, the system to settling disputes

food sustainability. If they are unable to

incentives from EU member-states.

may not be able to play an effective role.

meet the demand for food, prices will

It has been reported that Washington has

increase. Consumers would then have to

The EU ban on palm oil biofuel will only

blocked the WTO from appointing

settle for lower quantity and quality of

increase the production of low-yield, less

members to a dispute panel over the

food, which would make them vulnerable

efficient crops. Palm oil has higher land

past two years, impacting the future of

to undernourishment.

use efficiency compared to soybean

the appellate body. This would mean

(which requires eight times more land for

disputes will remain unresolved, especially

The FAO’s Food Security and Nutrition in

the same output) and rapeseed (five

to the detriment of the interests of trade-

The World 2019 report has distinguished

times more).

reliant nations.

various levels of food security (Figure 3).
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Moderate food insecurity occurs when

Severe

food

insecurity

affects

a

people face uncertainties about their

community or nation when people have

commodity exports, such as in South

ability to obtain food and have been

likely run out of food, experienced

America, Asia and Africa, already know

forced to reduce, at times during the

hunger and, at the most extreme, gone

this. Low commodity prices may result in

year, the quality and/or quantity of food

for days without eating, putting their

depreciation

they consume due to lack of money or

health and well-being at grave risk.

currencies resulting in domestic price

other resources.

Countries

dependent

and

on

primary

devaluation

of

increases, including food prices (Figure
Additional factors that affect malnutrition

4). This then affects the ability of

are

households to buy food, as the cost

economic

slowdowns

and

downturns; world price fluctuations for

increases relative to their incomes.

countries dependent on production of
primary commodities; and the ability to

Added to this are direct and indirect

trade in free and open markets. The

impacts associated with fluctuations in

consequences are unemployment

commodity prices. The direct impacts

and low income, leading to an

affect terms of trade, exchange rate

impact on food intake.

adjustments

and

the

balance

of

payments. The indirect effects impact
domestic prices, including that of food, as
well as employment, wages and provision
of health and social services.
Belvinder Sron
Deputy CEO, MPOC
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What is the Green New Deal?
On Dec 11, 2019, the European Union (EU) launched its ‘Green New Deal’ policy strategy
consisting of some 50 proposals. These include a legally binding target of reducing EU
emissions to net zero by 2050; a carbon border tax to prevent companies from relocating
outside the EU to avoid climate legislation; a €100 billion just transition fund to help
industries transition; and a policy to not conclude any free trade agreement with a country
that is not a signatory to the Paris climate agreement.

What can we expect from the Green New Deal?
Incoming European Commission President Ursula von der Leyen aims to put forward the concrete proposals for
implementation of the Green New Deal within the first 100 days of the new Commission's mandate.
This will include:
• A new 'European Climate Law' that sets a climate-neutrality target for 2050
• Pricing of carbon emissions is mentioned as a key element to ensure the contribution of every person and every sector
• The Emissions Trading System would be extended to the maritime sector, and the free allowances allocated to airlines
would be reduced over time; a further extension to cover traffic and construction is envisaged
• A new European Climate Pact to bring together regional and local authorities, civil society, industry and schools to agree
on commitments to change behaviour
• Tax policies should be reformed in line with climate ambitions, which includes work on a carbon border tax and a review
of the Energy Taxation Directive
• The carbon border tax is targeted at manufacturers and designed to make imports pay the same carbon price as domestic
products; the idea is to incentivise other economies wanting to sell to the EU to decarbonise their production processes
• A new Circular Economy Action Plan would promote sustainable use of resources, especially in resource-intensive sectors
with high environmental impact, such as textiles and construction; Europe should lead on the issue of single-use plastics,
and extend the fight against plastic waste to micro-plastics
• Another objective is mainstreaming biodiversity across all policy areas and a Biodiversity Strategy for 2030; Europe should
lead the world at the 2020 Conference of the Parties to the Convention on Biological Diversity; Further elements of the
Green New Deal include the EU’s zero-pollution ambition to safeguard citizens' health, and a new 'farm to fork' strategy for
sustainable food
Source: MPOC
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Comment

he ‘Amsterdam Declaration’ –

T

including all 12 months in this calendar

Indeed, the Declaration’s Point 7 was

in place since 2015 and signed

year. How is the Declaration faring; has it

reasonably explicit, stating that: ‘We will

by major European governments

improved the situation in Europe for oil

encourage engagement … with major

including Germany, France, the UK, the

palm growers who were under siege

producing

Netherlands and Italy – is the roadmap to

from anti-palm oil campaigns; and what

importing countries like India and China

a ‘Fully Sustainable Palm Oil Supply Chain

can be done to improve the Declaration

on

by 2020’.

as the deadline looms?

sustainable production in the palm oil

countries

strengthening

and

responsible

major
and

supply chain and shifting demand
It is essentially an attempt by these

Producing

countries

governments to push for only certified

extraordinary steps forward in poverty

sustainable palm oil (CSPO) – which, at

alleviation,

the time, was quite clearly defined only as

environmental protection. It is time for

That concern has, to some extent, been

‘RSPO’ – in all supply chains in their

these efforts to be properly recognised.

borne out. The engagement of other

rural

have

development

made

towards sustainable palm oil in the
world market.’

and

countries by 2020. This meant, in practice,

sustainability schemes – such as the

establishing government action (e.g. in

One of the early concerns around the

MSPO in Malaysia and ISPO in Indonesia

public procurement) and pressure on the

Declaration was that it was a tool for

– have not been warmly welcomed or

private sector (many large European

increasing the EU’s control over palm oil

embraced by the Declaration signatories.

members of the RSPO were also loud

production and the supply chain: in

This is despite the clear language in the

supporters of the Declaration).

other words, the EU governments

original 2015 Declaration, which states: ‘2.

would push for excluding all oil, except

We encourage all stakeholders to

view, the

RSPO, and then look to influence others

support the improvement and further

Declaration has 12 months to achieve its

around the world to do something

development of sustainability standards

goal – if we take ‘2020’ as possible,

similar.

towards sustainable palm oil production.’

In

18

the

most

generous
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Malaysia and Indonesia have done this,

Where’s the quid pro quo?

and yet no one involved in the

The

Declaration has grasped this opportunity

promoted,

Declaration

and

European-based NGOs have continued

an

unabated. Worse, the governments who

to widen the sustainability worldview to

oppor tunity to focus on a positive

signed the Declaration have not fulfilled

include these new efforts. Could it be

vision for palm oil in Europe, and a

their side of the bargain by defending the

that the Amsterdam signatories are, in

collaboration that could take the

palm oil sector or correcting the

fact, only interested in sustainability

industry forward. In other words, if

falsehoods of the environmental lobby.

initiatives that are conceived in – and

producing countries suppor ted the

under the control of – Europe?

European vision, and committed to

Why does this matter? Simply, because

sustainability, then the anti-palm oil

the Declaration was supposed to herald

A related concern is the ongoing anti-

lobby

a partnership and cooperation – “We

palm oil campaigns in Europe. Now that

emphatically has not happened.

at

would

was

Yet, the attacks by Greenpeace, and other

the

be

seen,

time

as

defeated. That

seven major European countries are

will encourage engagement through
development relations and dialogues on

signatories to the Declaration, the

The commitments made in ASEAN have

trade

question remains whether it can really be

been manifold – CSPO production increases

signatory

a partnership or a bridge between the

year-on-year ; Indonesia announced a

producing countries” – but that only

signatories with palm oil producing

moratorium on development; Malaysia

works if trust on both sides is built and

countries. The aftermath of the EU is the

announced a cap on oil palm expansion;

maintained.

Revised Energy Directive II, and its

both countries developed mandatory

Delegated Act will be a litmus test for its

sustainability standards; several major

The increasing demands – followed by

continued relevance, especially in the

companies announced ‘No Deforestation,

turning a blind eye to anti-palm oil

contest of EU relevant policies and

No Peat and No Exploitation’ (NDPE)

campaigns after producing countries had

regulation affecting palm oil.

commitments; and so on.

committed to meeting the demands –

relations
state

at

European

level

with

and
major
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have eroded trust in the Declaration and
the EU governments who backed it.
Small farmers across Indonesia and
Malaysia have protested; government
Ministers have complained; and the media
have focused on the EU’s efforts to exert
control and dominance without giving the
necessary assistance and respect to its
ASEAN partners. Overall, trust has been
eroded significantly, and this element can
clearly be said to have failed.
None of this helps meet the goals set out
in the Declaration. It needs buy-in and
genuine cooperation from all sides. How
can the EU, working with ASEAN
producers and governments, and the
European industry, get the Declaration
back on track?
First, those in Europe need to switch to
listening mode, rather than simply
pointing a loudhailer labelled ‘Sustainability’

Third, apply the same standards of critical

service. We are asking for a proactive and

at Southeast Asia. Understand the

thinking to the opponents of palm oil that

positive approach not merely criticism

concerns

are currently applied to producers. When

and never-ending NGO reports. We are

firms

asking for Europeans to accept – and put

of ASEAN

governments,

businesses and farmers.

are

accused

of

wrongdoing
not),

into practice – the principle that

Second, accept that neither the EU nor

European politicians and media are quick

definitions of ‘sustainability’, ‘responsibility’

the RSPO has a monopoly on the

to jump on this. When NGOs tell clear

and so on are not owned by Brussels or

meaning of ‘sustainability’ in the palm oil

falsehoods in the European media, in an

Rotterdam (or even Amsterdam).

context. The MSPO and ISPO are young

attempt to gin up opposition to oil palm

standards comparably, but both represent

cultivation writ-large, silence reigns.

(sometimes

fairly, sometimes

significant progress in their own ways.

Producing

countries

have

made

extraordinary steps forward in poverty
This is by no means an exhaustive list –

alleviation,

of

the debate around sustainability has

environmental protection. It is time for

moratoriums, caps on expansion, NDPE

many, many more detailed and nuanced

these efforts to be properly recognised.

commitments and so on, deserve

facets, each of which requires scrutiny.

recognition in a proper and formal

The Amsterdam Declaration, though, is in

manner by those committed to the

many ways a symbol of where the debate

Declaration.

is heading, at a higher level.

Similarly,

the

announcements

Such

public

support,

rural

development

Council of Palm Oil Producing Countries
Jakarta, Indonesia

recognition and encouragement from
European leaders could help to rebuild

No one in Southeast Asia is asking for a

trust and push momentum forward

free ride: but we are asking for genuine

inside producing countries.

cooperation and engagement, not lip

20
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the

sector

may

foresee

The oil palm industry remains as a

The Hon. Teresa Kok, the Minister of

although

Primary Industries Malaysia officiated the

challenges, she encouraged Malaysian

“

Palm Oil Economic Review and Outlook

investors to explore opportunities for

contributing 4.5% to the Malaysian Gross

Seminar 2020 in early January. It was the

investment in both upstream and

Domestic Product (GDP) in 2018. The

first seminar for the year deliberating on

downstream sectors. Malaysia as the

year 2019 saw a better performance of

the performance and outlook of the oil

Council of Palm Oil Producing Countries

the Malaysian oil palm industry as

palm industry. In her address,

(CPOPC) chair, will work to set new

evidenced in terms of production and

she mentioned that

directions to address the numerous

export volume. In terms of palm oil

issues and challenges and work with

prices, it has charted an increasing trend.

significant sector in Malaysia’s economy,

dismantle

The monthly average price recovered

discriminatory trade measures and

from the lowest level at RM1,879.00 a

promote sustainable palm oil.

tonne in July to RM2,813.00 a tonne in

member

countries

to

December 2019. However, low palm oil
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prices in the first half of the year has resulted in lower export

The Middle East countries such as Saudi Arabia, United Arab

earnings. Hence, the export earnings income of palm oil and its

Emirates, Yemen and Afghanistan are also important markets

products declined by 5.9% to RM59.0 billion in January to

with growth potentials for the Malaysian palm oil. These

November 2019 compared to RM62.7 billion for the same

countries have a big population but produce inadequate

period in 2018. Nonetheless, export volume increased by 10.9%

domestic oils and fats. To meet their domestic requirements, the

to 25.7 million tonnes in January to November 2019 against 23.1

ministry with the collaboration between MPOB and MPOC will

million tonnes for the same period in 2018.

continue to intensify efforts to promote Malaysian Palm Oil
through trade missions, seminars and interactions with

Moving into 2020, I am confident that palm oil prices are

stakeholders abroad.

expected to be firmer supported by favourable factors in the
global oils and fats market.

As the world’s largest palm oil producing and exporting
countries, Malaysia and Indonesia are working together to

The oil palm industry continues to face various challenges and
issues. Challenges such as trade barriers, weakening currency of
importing countries, ban on palm oil usage in biofuel by some
Western countries and the anti-palm oil campaigns are the many
obstacles faced by the oil palm industry. Collectively, the impact
will affect the trade of palm oil in the global market.
This year, we foresee more challenges in some of our major
markets of the recent development is the imposing restriction
by India on RBD Palm Oil in general. Despite these
developments, the Ministry will continuously engage these
markets including through diplomatic channels to seek amicable
solutions to restore market confidence and to further
strengthen existing and potential market. Potential new
Malaysian Palm oil markets in the middle Central Asian Region
such as Kazakhstan and Uzbekistan have steadily increased their
imports of Malaysian palm products. Apart from widening
market access, Malaysian investors are also encouraged to
explore the opportunity for investment in both upstream and
downstream sectors in the region.
Other significant potential markets include the African continent,
which covers 54 countries with a population of 1.2 billion.
Nigeria, South Africa, Mozambique, Tanzania, Kenya, Ghana and
Djibouti are among the promising markets in the African
continent.

22
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related to palm oil trade under the ambit

smallholders and oil palm millers. Most

Our efforts in promoting MSPO for

of the Council of Palm Oil Producing

importantly, it marks a significant step

acceptance in the global market have

Countries (or CPOPC). Both countries,

towards aligning Malaysian palm oil to

made a breakthrough through Tokyo

as well as other members nations, are

globally accepted sustainability practices

2020 Organising Committee to support

committed to ensure that palm oil is

and enhance the branding and image of

the adoption of the MSPO Certification

produced and marketed sustainably via

the Malaysian palm oil.

Scheme as one of the sustainable

respective certification systems. Malaysia

sourcing requirements for palm oil for

as the CPOPC Chair, hope to set new

Through collective efforts of MPOCC and

Tokyo Olympics and Paralympic Games.

directions to address the numerous

MPOB in implementing certification of

This recognition is a vote of confidence

issues, and challenges faced by the palm

MSPO for the industry, as of 15 January

for our MSPO scheme. Besides, countries

oil industry in the global market. In this

2020, a total of 3.68 million hectares or

such as China and South Korea have also

regard, the Council is unequivocal on the

62.91% of the 5.85 million hectares of oil

started to recognise MSPO certificate.

need for concerted efforts among palm

palm areas have been MSPO certified. A

Across Europe, Malaysia is on track to

oil producing countries to dismantle

total of 345 oil palm mills or 76.33% have

export certified palm oil to EU countries

discriminatory trade measures against

been MSPO-certified. I would like to

by

palm oil and promote sustainably

reiterate that MPOB will be taking stern

Declaration, mainly to the Netherlands,

produced palm oil.

action which include cancelling of licences

Italy,

of oil palm growers with 100 acres and

Kingdom, France and Norway. The

In ensuring sustainable production of

above, and palm oil mills that do not

Ministry

palm oil, the ministry has aggressively

comply to MSPO beginning 1 January

importing countries to recognise our

pushed for MSPO certification along the

2020 under the Malaysian Palm Oil Board

MSPO as one of its main objective for

supply

(Licensing) Regulations 2005.

2020.

chain,

especially

planters,

2020

under

Denmark,
will

the

Amsterdam

Germany,

continue

to

United
engage
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On the other hand, based on the current

in both the transport sector (B10) since

market for a cleaner environment. In

palm oil price, I would like to urge all

February 2019 and the industrial sectors

line with that, the Government has

industry players especially the millers to

(B7) since July 2019. The implementation

allocated RM35 million to undertake

take this opportunity to equip their mills

of biodiesel programme in the country

the engineering design involving 35

with the necessary equipment and

demonstrates the Government's efforts

depots to implement the B20 and B30

facilities to comply with the environmental

towards diversifying the use of palm oil,

agenda. I am pleased to announce that

rules and regulations such as Clean Air

reducing dependence on petroleum

the B20 programme for the transport

Regulation 2014 and biogas trapping

diesel, reducing Green House Gas

sector will be implemented in stages

facilities to support clean and green

(GHG) emissions for combating climate

beginning with Langkawi on 1st January

energy. As of December 2019, I have

change as well as carbon footprint. The

this year. The Government aims to

been informed that about 220 out of 460

blending of palm biodiesel, 10% in the

increase the use of palm oil for

mills licenced under Department of

transport sector and 7% in the industrial

biodiesel to 1.3 million tonnes annually

Environment (DoE) have complied with

sector consumes approximately 750,000

for B20 programme in the transport

the Clean Air Regulation. I would like to

tonnes of crude palm oil annually and

sector and B7 programme in the

remind that the timeline for the

hence, supports the stabilisation of palm

industrial sector.

compliance of this regulation ends on

oil prices.

December 2021.
The Government is committed to
The

successfully

increase the blend of biodiesel with

implemented national biodiesel mandate

diesel petroleum in the domestic

24

government

has

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020

”

Misleading Marketing:Layout 1 2/20/20 1:03 PM Page 25

Markets

utch margarine brand The
Flower Farm (TFF) has lost its
appeal against the first ruling
of the Advertising Code Committee
(RCC) on all points. On Dec 17, 2019,
the Board of Appeal (CvB) confirmed the
RCC ruling on the company’s misleading
anti-palm oil marketing.

D

The CvB decision was stricter than even
that of the RCC. It stated that TFF’s
marketing concept is misleading and that
it must adjust packaging, a television
commercial and video, social media
messages and website content.
In the Netherlands, all margarine is
deforestation-free. In its marketing

campaign, TFF erroneously opposed
sustainable palm oil, and wrongly set up
consumers against margarines containing
sustainable palm oil. All statements made
by TFF about palm oil and deforestation
were therefore deemed unqualified,
unilateral, misleading and not permitted.
In arriving at its decision, the CvB also
considered the statements of NGOs that
support sustainable palm oil and have no
commercial interest of great importance.
In November 2019, the RCC had ruled
that the campaign for the new margarine
brand was misleading, inaccurate and
indiscriminate. TFF appealed against part
of the ruling but lost.

The CvB ruled in favour of the European
Palm Oil Alliance (EPOA) and with
additional arguments. It said TFF had
acted in breach of both the Dutch
Advertising Code and the Environmental
Advertising Code.
The CvB said: “[The] EPOA has made
it sufficiently plausible that the RSPO
standard actually offers guarantees.
Furthermore it is important that the
RSPO certification is supported by [NGOs]
the World Wide Fund for Nature,
Solidaridad and other organisations that
have no business interests in the palm oil
industry and that are specifically aimed at
nature conservation and social goals.
Solidaridad's statement submitted with
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the defence shows that they fully support
the complaint against [The] Flower Farm
and that they consider the RSPO as a
credible and effective organisation for
making the palm oil sector more
sustainable.”
The CvB considered claims suggesting
that tropical rainforests must be
destroyed for palm oil as incorrect and
therefore misleading. Also misleading is
the claim that palm oil exterminates
animals including the orang utan. It ruled
that the statement by TFF that a family
saves 30 square metres of rainforest each
year when using its margarine is incorrect
and is in violation of the Environmental
Advertising Code.
TFF may no longer use this statement. It
has to adjust the text on pack about the
destruction of rainforests by palm oil. This
also applies to the television commercial,
the video that is used in the campaign,
and films with texts on Instagram and
Facebook and the website.

26

Support for the ruling
The EPOA is committed making the palm
oil sector more sustainable and points
out that only sustainably produced palm
oil can solve the problems for people and
the environment. It is supported in this by
a large number of NGOs and scientists.
Nico Roozen of Solidaridad confirmed:
“We are very happy with both rulings.
The Flower Farm's anti-palm oil campaign
is polarising and does not offer a
sustainable solution that is widely
supported. Opportunism becomes
leading and that does not serve
sustainability.”
Professor Dr Ir. Otto Hospes of
Wageningen University & Research said:
“The Flower Farm cannot live up to its
promises in their campaign. If you use palm
oil-free margarine, you shouldn't have the
illusion to save the rainforest from
destruction. It would be much better if
The Flower Farm were to use sustainably
certified palm oil in their products.”

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020

The palm oil industry is complex and can
only be tackled globally. Together with
other international initiatives, the EPOA is
working on 100% sustainable palm oil use
in Europe.
EPOA Chairman Frans Claassen noted: “I
am delighted with this ruling. Both [the]
RCC and CvB support our approach and
punishes misleading and one-sided
messaging. TFF likes to position itself as
the Tony Chocolonely of the margarine
industry, but they are not. The Dutch
chocolate brand Tony Chocolonely is
committed to making the cocoa sector
more sustainable. TFF does nothing
related to sustainability. If TFF really wants
to work towards a better world, they
should join our initiative for sustainable
palm oil.”
European Palm Oil Alliance

This is an edited version of a press release.
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In December 2018, the European Union’s
(EU) updated Renewable Energy
Directive (REDII) entered into force. It
set higher renewable energy targets for
EU Member States and claims to “ensure
robust [greenhouse gas (GHG)] emission
savings and minimize unintended
environmental impacts”.1 One element
of REDII is the cap it places on the use of
biofuels in the transport sector and,
relatedly, its targeting of emissions from
so-called indirect land-use change (or
ILUC).2
Biofuels are renewable fuels made from
plant or animal material. They can be
used to replace non-renewable fuels. For
example, biodiesel (a biofuel made

mostly from renewable vegetable oils)
can replace diesel (a fuel made from the
non-renewable fossil fuel petroleum).
Although biofuels release GHG, they
release less than fossil fuels.
ILUC concerns a potential scenario
where biofuel production indirectly
releases significant GHG. The scenario
has three steps. The first is that demand
for biofuel leads to existing agricultural
land (producing food and feed crops)
being converted to biofuel production.
The second is that supply of food and
feed crops decreases as a result but the
demand for food and feed crops remains
the same. The third is that to meet this
unmet demand for food and feed crops,

the use of other land is changed, in
particular, land with high carbon stock,
such as forests or wetlands, is changed
into agricultural land (by clearing or
burning) releasing a large amount of
GHG.3
The EU has expressed its concern that
ILUC-related emissions could negate
some or all of the GHG savings through
biofuel use.4 REDII limits EU Members’
ability to factor so-called “high ILUC-risk”
fuels into their calculations of renewable
energy use in the transport sector to
2019 levels, and gradually reducing that
share to 0% by 2030.5 The relevant effect
is to set a renewable energy target, but to
limit the biofuel consumption in the

1 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2018.328.01.0082.01.ENG&toc=OJ:L:2018:328:TOC
2 https://ec.europa.eu/commission/presscorner/detail/en/MEMO_19_1656
3 https://ec.europa.eu/transparency/regdoc/rep/1/2019/EN/COM-2019-142-F1-EN-MAIN-PART-1.PDF
4 https://ec.europa.eu/transparency/regdoc/rep/1/2019/EN/COM-2019-142-F1-EN-MAIN-PART-1.PDF
5 https://ec.europa.eu/energy/en/topics/renewable-energy/biofuels/sustainability-criteria

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020

27

Europe Renewable Energy:Layout 1 2/18/20 1:03 PM Page 28

Markets

transport sector that an EU Member
State can take into account when
assessing whether it achieves that target.
The EU has also implemented regulations
setting out its methodology for
determining whether a biofuel is
associated with a high risk of ILUC.6
In a related press release, the EU notes
that the data it relied on “show that palm
oil has been associated with the highest
level of deforestation” as “over the period
2008-2015, 45% of the expansion of
palm oil took place in high carbon stock
areas”, which is “is not even by far
comparable to other feedstock”.7
Indonesia and Malaysia — the top two
producers of palm oil — have raised
concerns in relation to REDII in the
Committee on Technical Barriers to Trade
at the WTO. On 13 March 2019, Malaysia
stated that this will result in “arbitrary and
unjustifiable discrimination, in favour of
other oil crops”, that it is “a disguised
restriction on international trading of
palm oil and its products”, and that the
basis for determining high ILUC risk

“lack[s] scientific data and reliable
information”.8 Indonesia stated to the
same Committee on 1 July 2019 that
REDII will discriminate against biodiesels
generated from palm oil vis-à-vis other
biodiesel products produced within EU
members countries, and will create
unnecessary barriers to trade.9
The EU has stated that REDII complies
with its WTO obligations, as it does not
single out specific biofuels, and does not
limit the market access of imported
biofuels to the EU.10
Indonesia11 and Malaysia12 were both
expected to initiate WTO dispute
settlement proceedings in November, in
order for a WTO dispute settlement
panel to assess REDII for its consistency
with the EU’s WTO obligations. At the
time of writing, no dispute has been
initiated by either country, but in light of
the EU’s recent initiation of disputes
against Indonesia in relation to alleged
illegal subsidies for raw materials,13 it is
reasonable to expect that the initiation of
a dispute against the EU is imminent.

6

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2019:133:FULL&from=EN

7

https://eeas.europa.eu/sites/eeas/files/20190321_press_release_palm_oil_en.pdf

8

https://docs.wto.org/dol2fe/Pages/FE_Search/DDFDocuments/252311/q/G/TBT/W598.pdf

9

https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/G/TBT/W641.pdf

While the EU is right that the text of REDII
and its accompanying regulations make no
mention of palm oil, or of Indonesia and/or
Malaysia (or indeed of any other country),
WTO law nonetheless precludes WTO
Members from discriminating “de facto”
against foreign products, or against
products from one or more countries. To
the extent that palm oil-derived biofuels
are in a competitive relationship with other
food crop-derived fuels — such as the
sugar and cereal crops that feed bioethanol
production, or the other vegetable oils that
are used in biodiesel, which do not have a
high ILUC risk under the EU’s
methodology — then the inquiry will turn
on whether REDII changes the conditions
of that competition in the biofuel market
by disadvantaging palm oil-derived biofuels.
If REDII does discriminate against palm oil
products, the case will turn on whether the
EU can successfully make out a defence
under the various exceptions in WTO law,
such as for measures “necessary to protect
human, animal or plant life or health”, or
measures “relating to the conservation of
an exhaustible natural resource”.

10 https://eeas.europa.eu/sites/eeas/files/20190321_press_release_palm_oil_en.pdf
11 https://www.reuters.com/article/us-indonesia-eu-palmoil/indonesia-plans-wto-filing-against-eu-over-palm-oil-in-november-idUSKBN1WQ17B
12 https://www.reuters.com/article/us-malaysia-palmoil-eu/malaysia-to-file-wto-complaint-on-eus-palm-oil-curb-by-november-idUSKCN1UA0QU
13 https://www.wto.org/english/news_e/news19_e/ds592rfc_26nov19_e.htm
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Several complexities arise in this respect.
First, the EU identifies in REDII not only
the reduction of GHG emissions as its
objective, but also improving energy
security,
reinforcing
technological
leadership in the renewable energy field,
and creating jobs and growth.14 Here, the
EU would need to demonstrate that
REDII addresses GHG emissions; if REDII
is successful only in (for example)
improving energy security through shifts
in production to other feed crops (in
particular those predominantly produced
in the EU), it is unlikely that the measure
will be validated by a panel.
Second, WTO panels and its Appellate
Body have been reticent15 regarding
whether there is an implied jurisdictional
limitation on WTO Members regarding
measures to address public policy
objectives in other countries. In this case,
the difficulty would arise because the EU is
adopting measures to address GHG
emissions in palm oil-producing countries,
related to the clearing of the land required.
This difficulty is compounded by the fact
that the Kyoto Protocol limits parties to
basing their National Emission Inventories
(used to benchmark progress towards
UNFCCC goals) on GHG emissions and
removals taking place within their own
territories, and not in other jurisdictions.16
Endorsement of an EU measure that
addresses an environmental concern in
another country would, therefore, be a big
step for WTO law, and a contentious one
under international environmental law.
Third, the EU would need to justify the
scientific basis upon which REDII
distinguishes between palm oil and other
biofuels. The EU has set out a review of

scientific literature17 that considers the
relative expansion of different feed crops;
the complainants in any WTO dispute
would certainly challenge this. In
particular, the EU would be in a difficult
position were the complainants to
adduce evidence of other feed crops –
particular those produced within the EU
– that could also be associated with a
high risk of ILUC but that are not
excluded by the ILUC thresholds
identified in the EU’s methodology.
Fourth, REDII identifies whether a product
carries a high ILUC risk based on historical
data relating to the expansion of global
production of a given biofuel into areas
with high carbon stock. Although there are
limited exemptions for low ILUC-risk
biofuels, the measure nonetheless does not
appear to accommodate the notion that
specific palm oil biofuel may have been
farmed sustainably, or on already cleared
land, that did not push agricultural
production onto other lands. Put differently,
there appears no way of accounting for any
disjuncture between a general risk of ILUC
and a given consignment of biofuel. This
may make it difficult for the EU to
demonstrate that REDII is sufficiently
flexible to take into account relevant
differences in conditions among, or even
within, palm oil-exporting WTO Members.
Finally, the EU’s justification of REDII
would involve argumentation around the
relationship between the measure and its
intended objective — the required
strength of this relationship will depend
on the exception(s) that the EU invokes.
Part of the analysis is likely to relate to
the contribution that REDII makes to its

objectives. Here the EU will have to
grapple with the likelihood that reducing
the extent to which EU Members can
rely on palm oil will likely shift demand
towards other biofuels — all of which are
less energy-rich and thus require more
land for production.18 Unless the EU can
demonstrate that increases in demand
for alternative (non-palm oil) fuels will
not drive additional land-clearing to
account for the lower productivity of
those substitutes, it may face difficulties
demonstrating that REDII makes a
contribution towards reducing GHG
emissions associated with ILUC.
Any such dispute would come at a
difficult moment for the WTO. The
organisation is among President Trump’s
favourite political footballs; it faces an
institutional crisis with the expiration of
the terms of two of the remaining three
Appellate Body members on 10
December, after which time the
organisation will no longer be able to
hear appeals of panel reports.19 At a time
when the legitimacy, and even the
ongoing existence,20 of the WTO is being
openly questioned, a dispute which
(again) tests the limits of WTO law’s
ability to sanction a measure that is
purportedly
directed
towards
environmental protection will only serve
to compound the institution’s mounting
difficulties.
Professor Andrew D. Mitchell
Professor,
Melbourne Law School
and
Mr Dean Merriman
Senior Manager,
Deloitte Australia’s Global Trade Advisory practice

14 https://ec.europa.eu/transparency/regdoc/rep/1/2019/EN/COM-2019-142-F1-EN-MAIN-PART-1.PDF
15 https://www.wto.org/english/thewto_e/whatis_e/tif_e/bey2_e.htm
16 https://www.ipcc-nggip.iges.or.jp/public/2006gl/pdf/1_Volume1/V1_8_Ch8_Reporting_Guidance.pdf
17 https://ec.europa.eu/transparency/regdoc/rep/1/2019/EN/COM-2019-142-F1-EN-MAIN-PART-1.PDF
18 https://www.iucn.nl/en/updates/iucn-report-saying-no-to-palm-oil-would-likely-displace-not-halt-biodiversity-loss
19 http://www.europarl.europa.eu/doceo/document/B-9-2019-0181_EN.html
20 https://theconversation.com/arrogance-destroyed-the-world-trade-organisation-what-replaces-it-will-be-even-worse-125321
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In the first half of 2019, an increasing
number of products with the ‘palm oilfree’ (Ohne Palmöl) claim/label began
appearing in the German retail market.
Until then, Germany had been among EU
member-states in which the claim was
not commonly used.
One of the first products to display the
label was the La Crema chocolate spread
by the Italian manufacturer VALSOIA.
Other spreads not containing palm oil
were not labelled with the claim as yet.
However, as experience has shown in
Belgium, France, Italy and Spain, such
developments soon lead to widespread
use of the claim, as food businesses
often feel that they face a competitive
disadvantage. Sure enough, at least three
other chocolate spreads and a
margarine product now bear the claim
in Germany, suggesting that a wave is
building.

No fewer than 24 different varieties of
Grashoff delicatessen chocolate spreads
now bear a green ‘palm oil-free’ label,
alongside the Xucker pistachios-coconut
cream. In neighbouring Austria, the Haas
Palmölfreie Nougatcreme hazelnut spread
is being similarly marketed.

Since March 2019, the hazelnut spread
Nudossi has been labelled as ‘palm oilfree’. Nudossi was already being marketed
in Eastern Germany at the time of the
German Democratic Republic and has
been known as the ‘Eastern Nutella’. After
the German Reunification, production
ceased, but resumed after a break of
several years in the spring of 1999. This

The Landkrone Bio Vegane margarine also
bears a ‘palm oil-free’ logo. On its
website, it is described thus: ‘Our new
Organic Vegan
Margarine
from
Landkrone combines sustainability and
taste. High-quality shea butter instead of
palm oil – this is good news for those
who are looking for a palm oil-free
margarine.’
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shows the importance of this brand in
the eastern part of Germany.
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Illegal claim
The ‘palm oil-free’ claim is illegal and in
violation of EU law, notably of the Food
Information Regulation (FIR) and the
Nutrition and Health Claims Regulation,
which are directly applicable in all memberstates. However, the Regulations are not
always properly enforced by the authorities.
In France, for example, the number of
operators using the claim increased
significantly over a short period – from
312 in 2013, to 666 in 2014, and to 692 by
the end of 2015. The number of brands
bearing such claims went up from 39 in
2013, to 60 in 2014, and to 66 in 2015.
It should urgently be brought to the
attention of the German authorities why
the claim is illegal.
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Firstly, EU rules prohibit emphasis of the
absence of an ingredient if comparable
foodstuffs do not contain it. Article
7(1)(c) of the FIR provides that food
information must not be misleading,
particularly ‘by suggesting that the food
possesses special characteristics when in
fact all similar foods possess such
characteristics, in particular by specifically
emphasising the presence or absence of
certain ingredients and/or nutrients’.
Therefore, voluntary food information,
such as the ‘palm oil-free’ claim, must not
suggest that the food possesses special
characteristics when, in fact, all similar
foods that do not contain palm oil
possess such characteristics, in particular
by specifically emphasising the presence
or absence of certain ingredients and/or
nutrients.
Additionally, since Dec 13, 2014, the
specific vegetable oil used in any food
products must be specified by law in the
list of ingredients (such as ‘sunflower oil’
or ‘palm oil’).
Secondly, the ‘palm oil-free’ claim can be
considered as misleading under Article
7(1)(a) of the FIR. When made in a

nutritional and/or environmental context,
the claim is usually unsubstantiated
because palm oil consumption is not per
se unhealthy and not all palm oil
production is unsustainable.
It has become evident that the
commercial practice applied by food
business operators induces consumers to
err, especially regarding the nutritional
qualities of palm oil, as well as in the
environmental context. The practice is
capable of substantially altering the
economic behaviour of informed and
reasonably aware consumers with
respect to products containing palm oil –
which they might reject – and influence
them in favour of products which they
might perceive as being ‘better’ for health
or the environment.
Palm oil, consumed as a dietary fat within
a healthy and balanced diet, does not have
incremental risks for human health. Within
the environmental context, particularly in
relation to deforestation and biodiversity,
the accusations are often unsubstantiated
generalisations. The example of the
Organic Vegan Margarine from Landkrone
‘combining sustainability and taste’ clearly
follows this deceptive approach.

Claims lacking foundation in science and
factual evidence constitute misleading
commercial practices, in violation of the
German Law against Unfair Competition,
which implements the EU’s Directive on
unfair business-to-consumer commercial
practices.
Thirdly, the ‘palm oil-free’ claim is deemed
as not permitted under the Nutrition and
Health Claims Regulation, which only
allows the use of a certain number of
nutrition claims that are expressly defined
in its Annex. Most relevant in relation to
vegetable oils and fats, including palm oil,
are the ‘low saturated fat’ and ‘saturated
fat-free’ claims – food business operators
may use these to promote the nutritional
characteristics of products.
Consumers might well interpret, and are
most often led to believe, that the ‘palm
oil-free’ claim is a nutrition claim – but
without the product meeting specific
conditions, as prescribed for the
permitted claims.
Avenues for action in Germany
Malaysia’s Minister of Primary Industries,
the Hon. Teresa Kok, raised the issue of
the ‘palm oil-free’ claim at a meeting with
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German authorities in June 2019. This
should only be the start of concerted
efforts to halt the trend. The issue could
be addressed from the food law angle, as
well as the unfair competition angle in
Germany.
With respect to the food law angle, an
opinion could be sought from the Working
Group of Food Chemistry Experts from
the Federal States and the Federal Office
of Consumer Protection and Food Safety.
It is tasked with coordinating the control,
sampling, and evaluation of food products
within the monitoring authorities of the 16
Federal States.
The Working Group has been strongly
involved in issues relating to the
composition and labelling of food. Its
resolutions have the character of expert
opinions that provide important guidance
to inform courts tasked with decisions in
food law.
For instance, the Working Group held
that a ‘gluten-free’ claim on infant
formulae and follow-on formulae is
misleading, as it constitutes a misleading
‘self-evident’ advertisement with a
certainty since, by law, no infant formulae
and follow-on formulae may contain
gluten.
With respect to the element of unfair
competition, economic
consumer
protection is mainly enforced through
collective civil legal actions, in which
specific qualified institutions, associations,
and chambers of industry and commerce
have the right to object to violations by
operators and, if necessary, to file a
lawsuit with the competent court.
In Germany, if consumers consider
labelling or advertising as misleading, they
themselves cannot take legal action
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against the food business operator or
retailer. However, consumers can notify
the Consumer Centres (Verbraucherzentralen),
which are legally entitled to issue
dissuasion warnings based on the
German Law against Unfair Competition,
requesting the operator to cease and
desist.

German Law against Unfair Competition.
It may then issue a dissuasion warning, in
the event of a competition offence and in
order to reach an out-of-court
settlement. If such settlement is not
reached, the Wettbewerbszentrale has
standing to file a lawsuit against the
relevant company.

Such a dissuasion warning typically calls
on an operator to refrain from using the
labelling or advertising in question and
signals that the Consumer Centres may
enforce this claim in court, unless a
declaration of discontinuance is signed by
the operator within a certain period of
time. Following such warnings, Consumer
Centres have standing to pursue legal
proceedings in the form of collective
actions in the general interest to sanction
unfair competition and enforce consumer
protection.

Despite efforts over the years to engage
at a variety of commercial, judicial,
administrative and diplomatic levels,
deceptive campaigns and misleading
labelling practices continue to be waged
in Europe against palm oil and products
containing palm oil. They are largely
initiated by commercial operators and
competitors in a number of EU memberstates.

Similarly, anyone may submit a complaint
to the German Centre for Protection against
Unfair Competition (Wettbewerbszentrale)
about any alleged competition offence.
This is the largest and most influential
German and cross-border self-regulatory
institution for the enforcement of the
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These campaigns and practices are
especially worrying when conducted
using the ‘palm oil-free’ claim. With the
wave of products labelled with the claim
gaining traction in Germany, palm oil
producers must not hesitate in acting to
curb the trend.
FratiniVergano
European Lawyers
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US Department of Agriculture
(USDA) analysis [attributed to
‘Post’] has forecast that Brazil
could become the world’s leading soybean
producer for the 2019/20 season. The
country’s planted area is 36.8 million ha
for this period, in line with local market
expectations. The Brazilian Real has
weakened against the US Dollar from
about R$4.09 in October 2019 to R$4.17
to the Dollar for the first two weeks of
December. These price developments are
believed to have pushed some producers
to sow a slightly larger area than they
otherwise would have.

A

Notably, the area expansion could have
been larger if the local market believed
that global soybean consumption would
be higher. There is still a lot of
consternation over dampened Chinese
demand due to the widespread
prevalence of African Swine Fever (ASF),

which has decimated swine herds and
curbed feed needs. Additionally,
producers are keenly following the
emerging trade truce between the US
and China. Producers are cognizant that a
trade accord between Washington and

Beijing is almost certain to reduce
Brazilian exports and exert downward
pressure on its soybean prices.
A record crop is projected for the
2019/20 year at 123.5 million tonnes
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(Figure 1). Brazil’s previous
record crop was 122 million
tonnes, recorded in the 2017/18
season.The 2019/20 production
forecast is based on a return
to trendline yields after the
current season was adversely
affected by inclement weather.
Yield is predicted at close to
3.4 million tonnes/ha.
Notably, according to the
forecast by the World
Agricultural Supply and
USDA, the US soybean
harvest will be less than 100
million tonnes in 2019/20, a drop of almost 2% compared to
the previous season. So, as long as local weather across the
key producing states does not deteriorate significantly, Brazil is
expected to overtake the US as the leading soybean
producer this season.
Early in the season, producers grappled with much-drier-thanaverage conditions in key growing states. Due to the resulting
lack of soil moisture, farmers in Mato Grosso, the largest
soybean producing state in Brazil, did not begin planting their
fields until the end of September.
Typically, producers like to sow right at the end of the
mandatory sanitary period, the so-called vazio sanitário, which
in Mato Grosso ended on Sept 16. This regulation prohibits
crop planting for several months in between harvests in order
to mitigate incidence of fungal diseases in the absence of cold
weather. In the state of Paraná, Brazil’s second-largest
producer, the vazio sanitário ended on Sept 12, but a lack of
rain did not permit farmers to plant until November.
The same variable weather has also affected the north and
north-east states of Bahia, Piauí, Tocantins and Maranhao,
collectively known as Matopiba.This is a key growth region for
soybean production. Analysts indicate that due to irregular
rainfall in October and November, some producers in that
area will have to replant their soybean, while others may miss
the soybean planting window altogether and instead move on
to planting corn, which allows for a longer planting window.
As a consequence, Post believes that productivity in the
Matopiba region may be below average in 2019/20. More
broadly, however, Post forecasts yields across most of the
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soybean growing states will improve over
last season.
According to Brazilian agricultural
consultant AgRural, as at the first week of
December, producers nationwide had
planted 93% of their total projected area,
compared to 96% a year ago and in a line
with the five-year average. In fact,
although the pace of soybean planting
has been significantly below what was
recorded in the 2018/19 season, 2019/20
sowing progress is on par with the
historical average. As a result, the delayed
pace of planting should not significantly
impact the harvest timeline, with the first
soybean harvested ready to ship in
January.
Post maintains its estimate of 36.2 million
ha planted area for the 2018/19 season,
with production estimated at 116 million
tonnes, based on lower-than-trend yield.
Despite the promising early start to
planting in the 2018/19 season, adverse
weather affected yields across most
soybean-producing states.
Export forecast
Post forecasts soybean exports for
market year (MY) 2019/20 (February
2020 to January 2021) to reach 75
million tonnes. This is based on recovery
in available supplies, but also anticipates
subdued demand from China for several
reasons. Firstly, China will continue to
grapple with the adverse effects of ASF
and the resulting drop in feed demand.
Secondly, Post anticipates Brazil will lose
some portion of its China export share
to the US in the wake of a trade deal
between Washington and Beijing that was
announced in mid-December 2019.
The initial reaction of the Brazilian market
to the US-China trade accord has been
muted, despite reports that the deal
includes a pledge from China to buy $40-

50 billion of US agricultural products
within two years, compared with $24
billion in purchases before the trade
dispute erupted. At this point, Post
contacts have not revised their soybean
export estimates for 2019/20. Instead,
most have adopted a wait-and-see
approach, in anticipation of next season’s
harvest coming online in January 2020.
Local analysts also point to the fact the
forecast shift in global supply may benefit
Brazilian exports. For example, the US
soybean crop is forecast 20% less than
last season due to inclement weather
negatively affecting both planted area and
yields. Meanwhile, higher export taxes in
Argentina may also make Brazilian
soybean exports more attractive.
Post revised Brazil’s soybean exports
upwards for MY 2018/19 (February 2019
to January 2020) to 73 million tonnes.
Although yields have been disappointing
this season, Brazil still produced ample
supplies to satisfy both domestic and
external demand. This calendar year,
soybean exports followed in line with the
five-year average month-to-month, until
the final quarter of the year, when exports

surged. Thus, Post’s upward revision is
based on this record volume of exports in
October and November 2019.
Typically, soybean volumes from Brazil
trail off in the last quarter of the calendar
year (Figure 3), with the harvest having
wrapped up months earlier and most of
the crop intended for export having
been shipped. This timeframe also
coincides with peak exports from the US.
This scenario did not materialise in the
2017/18 season, as US-China trade
tensions prevented Chinese buyers from
sourcing American soybean. At the time,
supplies from Argentina, the world’s
third-largest exporter, were also
constrained due to an extremely poor
harvest. As a result, Brazil dominated
global soybean sales in the fourth quarter
of 2018.
Notably, this calendar year saw a repeat
of the 2018 scenario, despite the fact that
vessels destined for China loaded
soybean both from the US and
Argentina. Post believes that OctoberNovember 2019 soybean sales from
Brazil were driven to a large degree by
extremely favourable local soybean price
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dynamics. Post estimates that December
exports will benefit from this same
dynamic and will likely reach well over 2
million tonnes as producers had
contracted whatever volumes they had
left in the previous months.
Farmgate soybean prices have been rising
steadily since the start of the year, with
only a slight dip during peak harvest in
March and April (Table 1). The surge in
farmgate prices, denominated in the local
currency, is partially attributed to
devaluation of the Brazilian Real, which
started the year at around R$3.75 to the
US Dollar, but has since depreciated to
over R$4.20/Dollar at the end of
November.
The other dynamic driving this
phenomenon is the persistently high
export prices of Brazilian soybean,
artificially boosted for most of the year by
US-China trade tensions that prevented
Chinese buyers from sourcing beans in
the US. The Brazilian FOB premium (for
soybean loaded at Paranagua vs US
soybean shipped from Gulf) has
remained stubbornly in the $11-18/tonne
range over the last month (Figure 4).

per year. Post forecasts 2019/20 production
to reach 34.1 million tonnes of meal and
8.6 million tonnes of oil.
Post forecasts domestic meal consumption
to increase by 4%, as livestock and

Consumption and processing
Post maintains the 2019/20 forecast of 44
million tonnes of soybean destined for
processing next season. The forecast is
based on trend expansion of about 2%
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poultry industries continue to expand
production to meet rising global demand.
As a result, Post forecasts that meal
exports will remain nearly flat season-onseason. There is potential for positive
upside if the Real remains weak vis-à-vis
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the Dollar, making meal exports more competitive. There is
rising potential that Brazil and China will conclude an export
agreement for soybean meal. However, in order for Brazil to be
able to export soybean meal to China, it would also need to
conclude a separate sanitary and phytosanitary agreement,
meaning that Chinese market access is unlikely to come in the
near future.
Post forecasts soybean oil exports to level off in 2019/20 to half
a million tonnes from 1 million tonnes in the current season. The
forecast is based on the expected surge in demand from the
domestic biodiesel industry. The next increase in biodiesel blend
mandate is scheduled for March 2020, less than a year after the
last increase that went into effect in September 2019. The
biodiesel blending rate is slated to rise by 1% every year,
reaching 15% in 2023.
Post lowered slightly the 2018/19 soybean processing estimate
to 42.6 million tonnes, contracting on last season’s crush of 43.5
million tonnes. The estimated season-on-season decline is based
on several factors, including a smaller overall supply due to the
dip in soybean production this season, and higher than initially
expected export volume of raw soybean. In addition,
persistently high soybean export prices further dampen
domestic processing demand.
The Brazilian crush industry is
particularly sensitive to competition
with traders. The government
incentivises soybean exports via
the so-called Kandir Law, which waves
the export duty for raw commodities
but not processed products. As such, the
processing industry faces much tighter
margins than producers.
Post estimates Brazil’s soybean oil production
at just under 8.2 million tonnes, with the

majority of the product consumed domestically. Food use for
soybean oil is estimated to remain unchanged on last season due
to the very sluggish domestic economy. However, industrial oil
use is projected to increase to 3.7 million tonnes, from Post’s
estimate of 3.4 million tonnes in 2017/18, to accommodate the
higher biodiesel mandate. Domestic demand for oil surged from
August 2019, when the government gave final approval to
increase the biodiesel blend mandate from 10% to 11% on Sept
1. The biodiesel industry in Brazil relies primarily on soybean oil
(about 70%) for blending.
Together with domestic demand, the local price of soybean oil
(with 12% ICMS tax) has registered a significant increase,
reaching R$3,646.97/tonne in the city of Sao Paulo as of the end
of November, the highest nominal level of the Cepea data series,
which began in July 1998. In November, soybean oil prices
averaged R$3,454.57/tonne, the highest in nominal terms in the
Cepea historical series, 4.9% higher than in October and the
highest since December 2016, in real terms. According to Cepea
researchers, the surging oil prices are linked to the low
availability of the derivative, at a time when domestic demand is
peaking.
Post estimates Brazil’s soybean meal production will surpass
33 million tonnes for MY 2018/19. Domestic soybean meal
consumption is estimated at 17.8 million tonnes, up from last
season’s 17.6 million tonnes. The increase in domestic meal
consumption is based on higher projected demand from the
domestic livestock and poultr y industries, which have
benefited from increased export demand out of China. Meal
exports are projected to decrease to 16.1 million tonnes,
from almost 17 million tonnes last season, in connection with
tighter supplies.

US Department of Agriculture
Dec 27, 2019
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Bursa Malaysia Bhd has launched a US

underlining the Exchange’s commitment

Dollar-denominated options contract on

to strengthen Malaysia’s position as the

refined, bleached and deodorised (RBD)

centre for palm oil price discovery and

palm olein futures (OPOL). This is the

the global premier palm oil market.”

world’s first such product for palm olein.
OPOL provides palm oil refiners, endServing to complement the US Dollar-

users of palm olein and foreign palm

denominated RBD Palm Olein Futures

olein importers with a mechanism for

Contract (FPOL), OPOL broadens the

transparent price discovery, regulated

array of possible risk management tools

trading and hedging against adverse palm

available to players. This is in line with the

oil price movements.

aim

of

expanding

Bursa

Malaysia

Derivatives’ product offerings under the

For traders, OPOL is an additional

palm oil complex.

instrument that can be utilised by local
and international participants.

Bursa Malaysia Bhd Chairman Datuk
Muhamad Umar Swift said the move to

Between now and June 30, 2020, all

make available OPOL is in response to

market participants will be entitled to a

market demand.

waiver on the exchange fee and clearing
fee on OPOL transactions.

“The OPOL contract allows for the
introduction of more sophisticated

RBD palm olein is a major component of

strategies to raise the level of derivatives

the palm oil value chain. Malaysia

trading and will attract new categories of

produces approximately 10.7 million

market participants, such as commercial

tonnes of RBD palm olein a year, with

banks and options writers and traders,”

approximately 75% for the export

he said in a statement.

market.

“We look forward to taking the Malaysian

Source: Bernama, Jan 13, 2020

derivatives industry to the next level with
the debut of this world’s first product,
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This is an edited version of the report.
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On July 23, 2019, the European Commission (EC) adopted a Communication
addressed at the European Parliament, the Council of the EU, the European
Economic and Social Committee and the Committee of the Regions on ‘Stepping up
EU Action to Protect and Restore the World’s Forests’.
It builds on a number of EU strategies and intends to lay out possible actions to
enhance existing policies and take additional action. The Communication follows up
on the EU’s 2008 Communication on Deforestation.
The Communication adopts a very broad approach, focusing on five distinct areas of
priority and future action:
• Reducing the EU’s consumption footprint on land and encouraging the
consumption of products from deforestation-free supply chains;
• Deforest-proof EU development cooperation;
• International cooperation;
• Investment; and
• Improving information on forests and commodity supply chains.
Importantly, the Communication does not suggest any immediate regulatory action,
providing only detailed input for the incoming EC, which can be expected to take
further action in the months and years to come.
While the Communication contains several calls for enhanced cooperation and
coordination among the EU, third countries, and other actors in industry and civil
society, there are also a number of worrying elements that might indicate further
discrimination and unilateral action to the detriment of the EU’s trading partners and
specific commodities, such as palm oil.
Interestingly, the EC begins by reviewing the EU’s forest cover and its development,
noting that the forests had grown from 1990 to 2015 ‘by an area the size of Greece’.
Obviously, the EC does not refer to the fact that, historically – prior to logging forests
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for timber and to make place for agricultural crops – the forest

the Communication notes that, despite the EU’s ongoing efforts,

cover in the area of today’s EU had been much more significant.

this objective would likely not be met, leading the EC to

A convenient omission, when calling on other countries to step

conclude that it must ‘step up action and take an even stronger

up their efforts.

leadership role in protecting and restoring world’s forests’.

The Communication then reviews the drivers of deforestation

Therefore, it can be expected that the EU will continue on its

and identifies the following:

recent regulatory path, which might have additional implications

• Increasing demand for food, feed, bioenergy, timber and other

for third countries.

commodities;
• Urban expansion;

Priority areas and action plans

• Infrastructural development;

The Communication details five areas of priority, with

• Mining; and

corresponding ‘key actions’. These actions are regrouped and

• The absence of sound policies, weak governance, and a lack

further defined in an annex listing the actions to be implemented

of enforcement.

by the EU, while a second annex lists the recommended actions
for EU member-states, industry and civil society.

However, the Communication does point out that around 80%
of current global deforestation is attributed to the expansion of

While the EU’s concerns appear to be sincere, misconceptions

land used for agriculture. It is then recognised that EU

and some rather hypocritical elements remain, bringing into

consumption represents around 10% of the global share of

question its commitment to fact- and science-based policies.

deforestation embodied in total final consumption.
In fact, part of the Communication appears to be just as illThe Communication provides an overview of existing EU

informed as the EC’s ‘Report on the status of production

strategies relating to forests, deforestation and sustainability.

expansion of relevant food and feed crops worldwide’. This had

Importantly, the EC refers to its efforts of raising consumer

accompanied the draft of the EC Delegated Act as regards the

awareness with respect to the reduction of the EU’s

determination of high indirect land-use change-risk feedstock –

‘consumption footprint’, specifically encouraging people to

for which a significant expansion of the production area into land

purchase products from deforestation-free supply chains.

with high carbon stock is observed and the certification of low
indirect land-use change-risk biofuels, bioliquids and biomass

The 2008 Communication on Deforestation had put forth the
objective to ‘reduce tropical deforestation by 50% by 2020’. Still,
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The Communication arbitrarily refers to a period from 1990 to

easier for suppliers, manufacturers, retailers, consumers and

2015, when EU forest cover increased, ignoring the historical

public authorities, to identify, promote and purchase such

events that led to the disappearance of vast forested areas in

products’.

Europe in the first place.
This specifically refers to Regulation (EU) No. 1169/2011 on the
With respect to the five priorities, a number of issues should be

provision of food information to consumers, ‘which allows them

highlighted. As part of the first priority, the Communication

to distinguish the various vegetable oils contained in products’.

refers to the EU’s biofuels policy, notably to the new rules on

This implies that a consumer, by knowing the type of vegetable

indirect land use change (ILUC) and the criteria for determining

oil used in a food product, would be able to determine if a

high and low ILUC-risk biofuel feedstock.

product originated from a deforestation-free supply chain,
further implying that only certain vegetable oils are to blame for

In the context of the Delegated Act on ILUC, and the

deforestation.

accompanying report, it must be pointed out that the fifth
priority focuses on ‘the availability of, quality of, and access to

It is not difficult to imagine that this is supposed to refer to palm

information on forests and commodity supply chains’, clearly

oil, which has been long denigrated in widespread negative

implying that the available information and data are not yet

campaigns throughout the EU. Despite the requirement of the

adequate and sufficient.

EU’s Food Information Regulation, an increasing number of food
products is marketed with a label stating that the product is

This follows the rather embarrassing statements in the EU’s

‘palm oil-free’ – even when the type of vegetable oil used in the

production expansion report, which often noted that data was

product must be indicated on the list of ingredients.

‘not available’ or ‘assumed’. Before important decisions are made,
with sometime dire consequences for countries and businesses

Such claims are misleading and arguably illegal under EU rules.

around the world, the facts should be established with scientific

Still, the EU and its member-states have done nothing to halt

accuracy.

these campaigns, which generalise against all palm oil; and the
reference in the Communication appears to be another

As part of the first priority, which aims at reducing the EU’s

endorsement of such deliberate misinformation.

consumption footprint on land and encouraging the
consumption of products from deforestation-free supply chains,

The Communication also discusses the issue of certification and

the Communication also refers to the EC’s intention to ‘make it

verification, referring to a 2018 study on sustainability standards
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Environment
for palm oil. The Communication
notes that guidance should be
provided on the credibility of existing
sustainability schemes. It calls for
standards and certification schemes,
which

help

identify

deforestation-free

and

promote

commodities,

to

be

strengthened through, inter alia, ‘studies on their
benefits and shortcomings and by developing
guidance, including assessment based on certain
criteria to demonstrate the credibility and solidity of
different standards and schemes’.
However, it is not clear how such studies and guidance
documents for the multitude of existing sustainability
certification schemes would improve the current situation.
Rather, they risk making things even more complex for the
consumers. The EC appears to have missed another opportunity
to call for the definition instead – in cooperation with the
governments of interested countries, particularly the key
producing countries – of truly multilateral standards of
sustainability.
The second priority refers to working in ‘partnership with
producing countries to reduce pressures on forests and to
achieve deforest-proof EU development cooperation’, while the
third priority refers to international cooperation.
However, in view of recent unilateral EU measures that
discriminate against key export products from certain trading
partners, such as palm oil, this approach appears as lip service, if
not followed by actual undertakings.
Priority Two details the EU’s efforts with respect to the EU Timber
Regulation and the EU Forest Law Enforcement, Governance and
Trade Action Plan (FLEGT). It is worth noting that Indonesia was
the first country to start issuing, on Nov 15, 2016, FLEGT licences
for verified legal timber products to be exported to the EU. In the
subsequent 12 months, Indonesia issued more than 39,000
licences for shipments exported to all 28 EU member-states, with
a total value of more than EUR 1 billion.

sustainable palm oil on the basis of a multilateral standard, to be
defined and agreed by the EU and the key palm oil producing
countries led by Malaysia and Indonesia.
The Communication is a non-binding information document
intended for internal use, but will also surely contribute to public
debate. The EC invited the European Parliament and the Council
of the EU to endorse it.
On Sept 5, 2019, the European Parliament’s Committee on the
Environment, Public Health and Food Safety (ENVI) held an
exchange of views with the EC on the Communication; and the
ENVI Committee is reportedly planning a hearing on the
protection of forests. Reports also indicate that the EC will soon
make a legislative proposal.
The focus is on trade and international cooperation while, at the
same time, implicitly endorsing discriminatory practices against
certain products, such as selected vegetable oils.
It can only be hoped that the incoming political leadership of the
EC will focus with sincerity on the elements of cooperation and
partnership laid out in the Communication, rather than on
continuing the unilateral approach and de facto discrimination
against palm oil.

If such system works for timber, in terms of enforceability on the
ground and recognition by the EU, it is not clear why a similar
system could not also work for verifying and certifying
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The cool early morning mists were swirling in from the Labuk River. My
new secretary, Zainuddin, popped his head round my office door:
“Harun wants to know if he can come in and see you sir,” he said. “He
says he wants to report a murder.”
“Not again,” I groaned. “All right. Show him in.” Harun came in and
sat down in front of my desk. “Now what is all this about?” I asked.
“I have just killed your amah, Maria,” he replied. “No you haven’t,” I
said. “Yes, I have,” Harun persisted.
“Harun, don’t you remember only last month you reported that
you had killed Titi’s daughter and we found that she only had a
nose bleed?”
Harun was a good-natured amiable character, but a bit tiga-suku.
He was a compulsive confessor but otherwise, we thought, quite
harmless. He was short and slightly built. He came from
Balikpapan in Indonesian Borneo.
He was some sort of distant relative either of Maria or of her
husband Lasiman. Now they were no longer running the coffee shop,
Lasiman was working in the field and Maria was working part-time helping Olive in our house. Harun
lodged with them and they kept an eye on him.
“Yes Tuan,” he persisted cheerfully, “but this time, I cut off Maria’s head. You should ring the police and tell
them so they can come up and punish me.”
“Nonsense! Right now, Maria will be on her way up to our house to start doing the laundry,” I said. “You
haven’t killed anyone.” Harun cheered up. “Haven’t I?” he asked. “No,” I said. “It’s all in your mind.”
Harun stood up. “That’s good Tuan. Terima kaseh,” he said and turned to go. Suddenly, I noticed a large red
stain down the side of his shirt. “What’s that?” I asked, “Have you cut yourself?”
“No, it’s only Maria’s blood,” he replied politely. “Come back! You haven’t really hurt Maria, have you?” “Yes,
I cut off her head,” he insisted.
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Obviously, something must have happened. I’d

I followed him a minute or two later leaving the

better have a look, I thought. I put Harun in the

murder scene in Bryson’s capable hands. As

passenger seat of my little Volkswagen Beetle, and

instructed, Harun had sat himself in the back seat. I

we drove the mile and a half to Maria and Lasiman’s

had some vague idea that this might prevent him

house on the riverside.

jumping out and running away, although this
seemed to be the very last thing on his mind. As I

There, at the bottom of the front steps, was the

drove off we hit a pothole. There was a clanking

body of Maria lying in a pool of blood. She looked

noise from behind me. I realised that all the

like a rag doll. Her head had been severed from her

parangs, axes and knives from the house had for

body. A macabre feature which I noticed when I got

some reason been deposited in the back seat.

closer, was that she had been wearing her hair
down her back, and it had been cut through with

I became uncomfortably aware that Harun, fresh

the same blow. She had obviously been sweeping

from beheading Maria, was sitting with a collection

the path in front of her house, and her broom lay

of dangerous weapons, looking at the back of my

partly under her body.

neck. I applied the brakes sharply. “It might be more
comfortable if you sat in front after all,” I suggested.

Harun giggled: “There you are, Tuan. You didn’t
believe me, did you?” He picked up a vicious looking

As we drove off again, Harun giggled. “You were

parang with a long curving blade, which was lying

worried that I might cut off your head too, weren’t

on the path. “Look, here is the parang I did it with,

you, Tuan? Don’t worry, I’m not gila, like that Dyak

Tuan. I was sharpening it all day yesterday.”

last month. I don’t kill just anyone: only people who
upset me. I like you, Tuan.”

Bryson Middleton was driving past in his Land
Rover. I hailed him. “You’ll have to send for Lasiman,”

For once I managed to get through to Sandakan

I told him “But before he gets here, get Maria

Police Station right away. I spoke to Superintendent

carried up the steps. Put her head on straight and

Swan. “This is Leslie Davidson from Tungud Estate,”

cover her neck with a scarf. Another thing, get

I began.

someone to go round and collect all the dangerous
weapons in the house before Lasiman gets back. He

“Stop!” he said. “Let me guess. You are going to

is bound to be upset and he might turn violent.”

report a murder.”

“If we are to move her,” said Bryson, briskly, “we’d

“That’s amazing. How did you deduce that?”

better take some photographs for the police. I’ll
arrange it.”

“Well, the last time you rang you reported 14
murders. How many are dead this time?”

In the midst of all this activity we had almost
forgotten Harun. He was sitting quietly under the

“Only one,” I said reassuringly. “Hang on, I’ll put you

house with his blood-encrusted parang in his hands.

through to the murderer. He is sitting here in front

“Go and sit in the Volkswagen,” I told him. “And

of me, and he is longing to confess.”

please sit in the back seat.”
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When I got home for breakfast that morning, Mahid

scene. He had the bodies of his wife and a child in

my cook presented me with a glass of tomato juice.

his canoe. He lifted the sheet which covered them.

It was one of the few occasions when I had to
admit that I wasn’t hungry.The police launch arrived

He told us that he and his family had been staying

up the river eight hours later, and Harun was carted

at Opel’s house for a few days. His wife had been

off to Sandakan. There was no mention of any

having fits of some sort, and they were hoping that

inquest, and we buried Maria the next day.

Opel could lift the spell. They had awakened in the
night to see a Dyak running in a frenzy from room

As I stood at Maria’s graveside I reflected that, over

to room, a parang in one hand and a torch in the

the past 15 years, I must have been directly involved

other, slashing at anyone he could find.

in more violent deaths than Hercule Poirot. I tried to
remember if Maria made the 24th or 25th. Of course,

We tied up our canoe at Opel’s jetty. I was dreading

some of the deaths had occurred as a result of

what we would find, but it was worse than my

Communist activity during my early years in Kluang.

imagining. There were pools of blood everywhere.
Women were wandering around wailing. There

Worst incident in Sabah

were hideously mutilated bodies everywhere,

Undoubtedly the worst case was the Lubuk Durian

under the hut, and in the rooms above. A few men

massacre, which Superintendent Swan had referred

were carrying bodies down the steps and laying

to on the phone. It was indeed one of the worst

them out on the grass.

single incidents in the history of Sabah. It had taken
place only a few weeks before Maria’s murder, in

Some survivors were nursing minor cuts and

June 1965.

wounds. Mathen promptly started to deal with the
worst cases. He was extremely competent and

It had been a Sunday morning. I had just finished a

level-headed. He immediately despatched the

leisurely breakfast with Olive and the girls. We were

canoe back to our dispensary for more bandages

preparing to go up the Tungud River for a picnic,

and medical supplies. I gave him and his assistant

when a messenger arrived from Bayok.

what little help I could, in patching up some of the
worst cases. One little girl died whilst she was

He reported that several people had been

being treated.

murdered at the small kampong of Lubuk Durian
on the Klagan River, on the eastern boundary of the

As we started to get things organised, we found

estate. Some others were wounded. Could I come

that there were in all 12 dead, including the two

down and could I bring Mr Mathen our medical

already removed by the Orang Sungai. Opel, and his

orderly with me? I phoned the police in Sandakan,

family were all dead.

collected Mathen and his assistant, and we sped off
downstream in a canoe.

Three adults were suffering from minor cuts,
which Mathen was able to patch up. However,

Just before we reached Lubuk Durian, we met an

another four were in a serious condition, with

Orang Sungai smallholder paddling away from the

deep slashes around their heads and shoulders.
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Mathen thought that they needed blood

In all there had been over 20 men, women and

transfusions.

children in the house on the night in question. Of
these, 14 had died, including the two en route to

It was fortunate that the government anti-malarial

Sandakan Hospital, while three more were

launch came by on its way back from the estate. We

wounded.

got them into the launch and sent them off to
Sandakan, with our hospital assistant in attendance.

After the killings, Pusoh had apparently taken Opel’s

He told us on his return that, sadly, two of the

shotgun, some shells and a bag of rice and

wounded had died during the journey.

disappeared, perhaps in an attempt to return to
Sarawak overland. For a few weeks afterwards our

There was no sign of the killer. I organised a quick

workers and their families were on edge in case

search of the Lubuk Durian area, but we did not

Pusoh re-appeared and started killing again. It was

find him. When Superintendent Swan and his

not a comforting thought that he might be hanging

policemen arrived that afternoon, he carried out a

around the estate.

more intensive search with over a hundred of our
workers. However we never saw the killer alive

I myself was rather worried that our house might

again.

be a tempting target for him in his disturbed state.
We made sure that the children played close to the

The Superintendent eventually pieced together

house for a week or two.

what had happened. He reported that the killer,
Pusoh, was a Dyak from Sarawak who had been

Some years later our workers came across a

working as a felling worker on our estate. He had

skeleton in the jungle with a rusted shotgun lying

developed some sort of rheumatic problem which

beside it. I realised that if this was the body of

he had, of course, attributed to witchcraft.

Pusoh, as seemed fairly certain, he must have
travelled right past our house to get to the spot

He had come to Opel to get him to lift the spell. It

where he died. I never told Olive.

seemed that Opel’s house, on Lubuk Durian was a
sort of bush-hospital for people who were suffering
from complaints such as evil charms and spells,

Datuk Leslie Davidson

which were not responsive to European medicines.

Author, East of Kinabalu
Former Chairman, Unilever Plantations International

Pusoh’s health had apparently not been improved
by Opel’s treatment. In addition, there had been
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some sort of involvement with Opel’s daughter.

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

Pusoh had, it seemed, brooded over this for a day

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

or two and then had run amok.

the Incorporated Society of Planters; email isph@tm.net.my

GLOBAL OILS & FATS BUSINESS MAGAZINE •VOL.17 ISSUE 1, 2020

Cover, Back Cover & Ads:Layout 1 2/20/20 6:12 PM Page 48

