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One of the biggest challenges the world will face over the next half-

century is how to feed a global population that is rapidly increasing.

Some estimates have the world population topping out at nine billion

by mid-century, a near 50% increase.

World demand for calorie-rich, nutritious fare is starting to jump.

Feeding so many hungry mouths is a complex task. But it will never

happen unless we substantially increase food yields, especially the yields

of staple foods such as palm oil which is already used by over one billion

consumers around the world.

The good news is that the oil palm industry has the potential to meet

the rising demand. We have invested in productivity-enhancing

technology to boost yields. And we have done this while protecting the

global environment. Palm oil is the world's most sustainable vegetable

oil as it produces significantly more calories per hectare than competing

products. 

Thus our industry contributes safe food products to enhance global

food security; protects valuable natural resources such as forests; and

provides good jobs and careers for an aspiring middle class.

But there are potential roadblocks to feeding the world's billions. These

obstacles come from a small but loud minority of misguided policy

makers and activists who wish to put parochial interests ahead of the

broader public interest.

Take, for example, the World Bank. For many years it supported oil

palm development and other plantation agriculture projects in poorer,

less developed countries. Its mission is to kick-start economic growth,

so supporting plantation agriculture was long viewed as a worthy goal.

But now the World Bank has bowed to the wishes of a few

environmental groups that have pressured it to halt funding for

plantation agriculture in the developing world and impose far-reaching

regulations that will stifle the future of the palm oil industry.

Environmental groups claim that planting oil palm harms forests and

wildlife. Knowledgeable observers have pointed out that this isn't true;

and that it is likely that these Western-based environmental groups are

instead trying to help Western agriculture interests.

Whatever the reason for the NGO opposition, it is worrisome that the

World Bank has bowed to pressure. This is especially troubling when

the need to feed three billion more people looms on the horizon.

Most worrisome of all, the World Bank is not alone. Regulators

throughout the West are starting to question the industrial practices of

companies in tropical Asia. This is ironical.

After all, Western nations had harnessed the natural resources and

endowments of their colonies in seeking their own development and

wealth. Asian nations are just following this time-honoured path to

success.

It is important that all stakeholders keep their eyes set firmly on what's

most important – the pressing need to feed the billions of people who

live on less than US$2 per day now, as well as the billions more who

will need to be fed in the coming decades. 

To do that, we must produce food that is safe, inexpensive and

sustainable. Palm oil is the anchor of that global strategy.

Dr Yusof Basiron

www.ceopalmoil.com

Global Oils & Fats Business Magazine 
Vol 7 Issue 4 (Oct-Dec 2010)

Check us out online at www.mpoc.org.my
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Cover Story

As the palm oil industry has grown, so too has the scrutiny it has

received wherever its products are consumed. In some

countries, the industry has been criticised for its business

practices and the alleged effect on the environment and local

communities. But according to a new report, much of this

criticism is manufactured by the industry's competitors as they

seek to extend market share.

The TaxPayers' Alliance is a citizens' watchdog group based

in the United Kingdom (UK). It conducts research and issues

reports that highlight misuse and abuse of tax revenue by

UK and European governments. It recently issued a stunning

report titled ‘Taxpayer Funded Environmentalism’, which

describes an extensive system of ‘taxpayer-funded lobbying’.

The lobbying is designed to protect the domestic agriculture

and alternative fuels industries, and harm foreign

competition. 

Here's how it works. European and UK tax revenue is given

to environmental and labour organisations. These groups

present themselves to the public as independent and well-

intentioned stewards of the commonwealth. But the reality is

much different. The NGOs and activist organisations take

taxpayer funds (Table 1) and lobby aggressively against the

palm oil industry.  They wage smear campaigns, peddling

distor tions and untruths about the products and the

industry's commercial practices.

A favourite claim is that rampant deforestation has been

committed in Malaysia, which conveniently ignores the

country’s commitment to conserve 50% of its forests when

the global average is only 10%. Ironically, if not more

hypocritically, Belgium boasts a forested area of only 22% of

its total land area, while natural forests account for a mere

12% in the UK. It’s at best duplicitous for European countries

22573 Cover Story (e)_2_Layout 1  3/23/11  4:00 PM  Page 6
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to develop their forest lands for commercial purposes, but

not allow Southeast Asia the right to the same

opportunities.

The goal of these campaigns is two-fold. The NGOs aim to

tarnish palm oil products in the eyes of the public. By

denouncing palm oil as unsafe or environmentally harmful,

they hope Europeans will cease purchasing food products

containing palm oil, or using palm-derived bio-diesel to

power utilities and transport. And the campaigns have

been effective. In recent months some major buyers

have reviewed their practices and are seeking

alternatives. 

The campaigns also serve as a pretext for policy

makers in Europe to push bureaucratic discrimination

against palm oil. This includes the European Union’s

(EU) Renewable Energy Directive, which blatantly

discriminates against Asian palm oil. And

bureaucrats too have felt emboldened to bring in

anti-palm oil rules and regulations. There is an

unprecedented move by the World Bank to

22573 Cover Story (e)_2_Layout 1  3/23/11  4:00 PM  Page 7
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restrict lending for oil palm plantation agriculture in the

developing world. This proves just how widespread and

penetrating the taxpayer-funded campaign

against palm oil has become.

The money

involved in

targetting palm

oil is enormous.

Consider some

programmes highlighted by the

report. The EU funds an effort called

the Financial Instrument for the

Environment (LIFE+) programme. Over

£7.5 million in European Commission grants

were administered to activist groups under this

programme from 2009. The UK Parliament supports

green NGOs in a similar manner. Over £2.5 million in largesse

was handed out to fund them and their efforts against palm oil

in the UK. 

Covert agenda

European policy makers claim that all this is part of broad efforts

to support civil society. They claim that support for NGOs will

improve discourse and domestic policy. But who really benefits

from anti-palm oil campaigns, besides those receiving funds?

Certainly not the consumers. 

As Matthew Sinclair, Director of the TaxPayers' Alliance, said

after the report was released: "Environmentalist campaigns

are politicised groups, so it's unfair and undemocratic that

they are getting taxpayers' money. If people want to give

their own cash that's one thing, but with ordinary families

facing higher taxes, the last thing they want is for politicians

and bureaucrats to give on their behalf or put contracts to

such groups. 

“Taxpayers pay twice, once for the money given to green

groups and then again when they campaign for regulations

that push up electricity bills and other costs. The expensive

scandal of taxpayer-funded environmentalism in Britain and

the EU has to end.”

This development should come

as little surprise to those who

have watched the zealous ‘green’

movement take over Europe.

Ignoring consumers and the

good of economics, European

politicians have raised the issue of

c l i m a t e

change to

a priority

above any

other. 

The International Policy Network, a UK-based think-tank,

reported in 2010 on the self-sustaining influence of NGOs in the

context of the climate change debate (Figure 1). Not content to

GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.8 ISSUE 1, 2011
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fund environmental NGOs, the EU has “delegated public

relations work to ‘independent’ NGOs in order to advance its

own agenda on climate change”.

In reality the true beneficiaries of green funding in the EU are

domestic agriculture producers. Global trade norms forbid

European governments from propping up

uncompetitive domestic industries with

direct subsidies. So this funding of NGOs

serves as a subsidy scheme in a different

form. The green groups lobby in a manner

that helps domestic European agriculture

interests at the expense of competitors

from the developing

world.  

At least seven

green NGOs

receive large

amounts of funding from either

the UK Parliament or the EU Commission, or both. The money

is used for active and visible campaigns against palm oil

specifically and bio-diesel generally. The groups include:

• Birdlife International

• Climate Action Network – Europe

• European Environmental Bureau

• European Federation for Transport & Environment

• Friends of the Earth (UK and Europe)

• Pesticide Action Network (UK and Europe)

• World Wildlife Fund (UK and Europe)

A total of £10.1 million was given to a range of

environmental groups by the UK government and the EU in

2009-10. Other funding sources were the Foreign and

Commonwealth Office in the UK, the Hackney Council and

the Big Lottery Fund which delivered another £0.5 million

in recent years.

Of these groups, Friends of the Earth and the World Wildlife

Fund have the deepest pockets and are the most aggressive.

They run sophisticated anti-palm oil campaigns in Europe

and elsewhere. And they coordinate their effor ts with their

friends in the media, civil society and government to

maximise the pressure on the palm oil industry. European

governments know that this investment in green NGOs

holds the potential to pay sizeable dividends by

protecting domestic industries.

As former Malaysian Minister of Primary

Industries, Tun Dr Lim Keng Yaik posited in an

International Herald Tribune editorial: ‘There is a

historical tendency in Europe to seek to mould

others in its image. This was part of

what some styled the

‘white man’s

burden’ during

the colonial era.

Has this tendency reasserted itself as

the Green man’s burden?’  

Funding green NGO is nothing more than green neo-

colonialism. Western nations dictated how their colonial

economies would evolve and develop. And Europeans once

believed that colonies must serve European wants and

prejudices. It appears that little has changed. 

MPOC

Further reading 

• Full report at: http://www.taxpayersalliance.com/tfe.pdf

• Speech by Roger Helmer, Member of the European 

Parliament for the East Midlands, at: http://www.mpoc.org.my
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Executive Summary: ‘Taxpayer Funded Environmentalism’

This report exposes for the first time the true extent of taxpayer-funded environmental campaigning in the UK and the European

Union (EU). In opposition, the Conservatives pledged to end all taxpayer-funded lobbying. The Department for Communities and

Local Government has since prohibited councils and quangos from hiring lobbyists.  

This funding of particular political campaigns creates similar problems. At a time when there are cuts in other areas of public spending

and rising taxes, taxpayer-funded environmentalism should be stopped.

Information obtained through detailed scrutiny of environmental groups’ accounts, Freedom of Information Act requests, and reports

detailing European Commission (EC) funding of environmental NGOs shows that a large number of groups are receiving taxpayer

funding to influence environmental policy.

The key findings:

• A total of £10.1 million was given to a range of environmental groups by the UK government and the EU in 2009-10. 

The total includes £2.5 million from various UK councils, departments and Quangos. It also includes £7.6 million in EC grants 

under the Financial Instrument for the Environment (LIFE+).

• The European Environmental Bureau was the NGO that received the most funding from the EC, receiving £825,888 in 2009-10.

• The Foreign and Commonwealth Office made the largest UK payment of £342,929 to WWF UK.

• Hackney Council made the largest payment from a UK council at £141,246 to Global Action Plan.

• Big Lottery Fund made the largest payment from a UK quango at £73,994, again to Global Action Plan.

As highlighted in a previous TaxPayers' Alliance report, funding of lobbying and political campaigning by government bodies has a

number of negative effects:

• It distorts policy making in favour of the interests and ideological preoccupations of narrow political elites.

• It slows adjustments in the direction of policy in reaction to new evidence or circumstances.

• It increases political apathy among the public.

• Taxpayers are forced to fund views with which they may seriously disagree.

The government has taken some important strides towards making public spending more transparent and addressing the issue of

taxpayer-funded campaigning and lobbying. They need to go further and end taxpayer-funded politics.

Source: TaxPayers' Alliance
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Comment

Governments and large agribusinesses are

increasingly using the environmentalist

movement and its policy arm of green NGOs to

justify imposing protectionist non-tariff barriers (NTBs) on

developing country producers while skirting World Trade

Organisation (WTO) rules. ‘Green’ NTBs have become the

primary vehicle for erecting trade barriers, which hinder

economic freedom and growth.

This trend began innocently enough decades ago, when

Silent Spring, a book by Rachel Carson, led to an almost

complete ban on DDT, the most effective pesticide to kill

malaria-carrying mosquitoes. Carson claimed to find

serious dangers from using DDT – claims later shown to

be deeply flawed. Nevertheless, the book became a

foundational document in the creation myth of modern

environmentalism. Zealous environmentalists cajoled

governments first to ban DDT and then other products

and practices that activists linked to environmental

concerns.

Environmental activists and monopoly rent-seeking

businesses have since become partners in lobbying

governments for statutes and regulations that have

erected de facto NTBs. Public relations campaigns have

been used to demonise certain products or to insert

discriminatory double standards into relevant EU and US

laws and regulations. For example, these regulations

arbitrarily categorise cer tain agricultural production

methods in developing countries as ‘illegal’ or a ‘threat to

biodiversity’. 

Green NGOs have expanded their efforts to take on entire

sectors of the world economy. The newest targets include

forest products and vegetable oils produced in developing

countries for export to the developed world. In each case,
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unbalanced public relations campaigns by green NGOs

have increased their membership through heightened

public awareness, and benefited competing producers in

developed counties. The following sections describe some

of the campaigns.

Public relations wars  

Greenpeace and other green NGOs emphasise ‘corporate

social responsibility’, which they apparently define as the

willingness of private companies, governments, and Western

consumers to let the green agenda trump sound business

practices and common sense. Of late, green NGOs have

taken to ‘Greenmailing’ Western multinational companies to

forswear buying certain products from Asia.

Along with timber and paper, palm oil produced in the

tropical belt is valued for its high quality and low cost.

However, radical greens oppose any commercial

development in the tropics, which they want to preserve as

pristine wilderness. Therefore, they harass the

multinationals, accusing them of razing the rainforest and

destroying habitats for the orang utan, tigers and other

endangered species..

This gambit has worked. Procter

& Gamble, global food giant

Nestlé, and Unilever recently

suspended palm oil imports

from Asia. Retailers Wal-Mart

and Carrefour are under fire for

buying paper goods from Asia,

and mega-bank HSBC is being

pressured to halt economic

development projects in

Indonesia, Malaysia and other

developing countries.

Retailers now have been

converted from targets of the

green NGOs to active

participants and supporters in

the green campaign to

demonise multinational

corporations’ sourcing policies

until they capitulate. Western

retailers are helping to do the bidding of green NGOs, such

as Greenpeace, the Rainforest Action Network and WWF,

as they dictate environmentalist agendas worldwide.

For example, Unilever is spearheading a campaign to force

oil palm growers to adopt environmentalist-influenced

sustainability requirements, which would ban further

conversion of forested land for development. These

sustainability standards would negatively affect smallholders

in Africa and Asia and consequently stifle economic

prosperity among the poor in the developing world.

Europe’s producers of vegetable oils, which do not like

competition from Asia, are the real driver of the anti-

development campaigns led by green NGOs.

European policy makers know that protectionism is

illegal under WTO rules, but are trying to block imports

on environmental and public relations grounds. EU

member-states support radical green groups, which then

demonise trade in foreign goods. What European policy

makers and companies cannot do legally in global trade

courts, they are trying to accomplish in the court of

public opinion.

Renewable Energy Directive (RED)

The EU’s regulatory RED is another example of the

European Commission (EC) tr ying to impose its

environmental policies outside its borders, limit

agriculture expansion, and deny developing countries

the ability to manage their resources.

Notwithstanding evidence supporting the sustainability of

crops such as sugar cane and oil palm, the EC has sought

to impose arbitrary sustainability criteria without a firm

basis in science. These criteria limit the producers’ ability

to export to the EU. The vegetable oils sector is fiercely

competitive; European growers of rapeseed cannot

compete internationally.

The RED applies ‘default’ values to the various bio-fuel

sources, as a means of identifying which bio-fuels offer

sufficient greenhouse gas (GHG) savings to achieve the

minimum 35% GHG savings compared to the alternative

fossil fuel used that is required by the directive. Palm oil,

despite being given one of the highest GHG savings rates
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of any bio-fuel, does not qualify because the directive

establishes a double standard and assigns palm oil a default

GHG savings rate of just 19%. This contradicts other

credible assessments of palm oil’s sustainability and works

to the advantage of European bio-fuel – a product of

rapeseed.

The EC has undertaken a consultation on indirect land use

change as criteria for bio-fuels. Introducing these criteria

could both prevent developing countries from expanding

their agriculture land, which is central to economic

development, and apply a criterion that is not scientifically

supported or reliably measurable. It would severely restrict,

if not halt, any export of Malaysian palm based bio-fuels to

Europe if the criteria were applied. Efforts to limit land

conversion also ignore future population growth and the

inevitable need for more food, which will require agriculture

expansion.

Limiting the ability of developing countries to develop and

expand their agriculture production ignores how the West

benefited from its own agriculture expansion. This provided

prosperity to the West that has benefited Europe and the

US. It can potentially provide the same benefit to

developing countries.

The RED is protectionist and violates WTO rules. The

General Agreement on Tariffs and Trade (GATT) requires

equal treatment of all ‘like’ products. Because palm-based

bio-diesel is no different from rapeseed bio-diesel,

restricting palm oil’s access to the same market that allows

rapeseed is a violation.

In addition, it has been argued that the sustainability

criteria and default values are legitimate under the general

exception in Article XX of the GATT. However, previous

WTO rulings have required such exceptions to

demonstrate a direct link to the behaviour being

discouraged or effect being avoided. This is not the case

for palm oil, and hindering its development may in fact

have detrimental environmental effects in developing

countries.

As Europe and the US grapple with the unpopularity of

increasing the costs and regulations on domestic industries

imposed by environmental policies, they are seeking to

export their policies to sovereign states that depend on

international aid and trade. This appeases environmentalists

in the developed world, but denies opportunities to

developing countries.

Double-cross in the UK? 

Caroline Spelman, UK Secretary of State at the Department

for Environment, Food and Rural Affairs, announced in July

2010 that her department will review palm oil use in the UK.

This is intended to map private and public use of palm oil and

how the use of palm oil in the UK ‘contributes to

deforestation’ in countries that produce palm oil. The real aim

of this government plan is to help green NGOs in running

boycott campaigns against products with palm oil. In

announcing the review, Spelman incorrectly stated that

deforestation is due primarily to the palm oil industry and

that the review would benefit producers and consumers

alike. She never explained exactly how they will benefit.
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Ironically, Spelman recently announced a new government

policy that will see a majority of Britain’s publicly owned

forest land sold to the highest bidder. This may be logical, but

it is also hypocritical and a blatant illustration of green

imperialism at the hands of the British. As the UK seeks to

improve its finances, it recognises the benefits of using its

natural resources more efficiently; but it is denying that

same right to developing nations like Malaysia. [In mid-

February, however, the UK government backed off the

proposal in light of strong public objections.]

‘RED’ light for the US? 

A recent National Wildlife Federation (NWF) report was

authored by several activists from WWF and other

environmentalist groups, which have long been opposed to

oil palm cultivation. Although the report includes the many

beneficial reasons for palm oil exports to the US – e.g.

higher rural employment in the developing world, higher

crop yields, and the versatility of palm oil utility across

many product groups – US environmental activists could

use the report to call for a ban on palm oil imports.  It is

a clear indication the battle over palm oil has crossed the

Atlantic to the US. 

If this occurs without a direct response, green NGOs will

have succeeded in persuading the US to mimic the RED.

These American NGOs would thus find themselves in

collusion with the same types of powerful protectionist

forces in the US agribusiness sector as are

operating in Europe. In fact, the

references in the NWF

report to US-produced

soybean oil could

indicate that this collusion

has already begun.

For example, the report notes that the ‘US and Canada rely

primarily on domestic production of soybean, corn and

canola oils for cooking oils’, but that palm oil ‘is an attractive

substitute’ for domestic vegetable oils for a number of

reasons, including price. With its numerous negative

examples about palm oil, the NWF report could be laying

the groundwork for potential collusion between US

agribusinesses and US environmental NGOs, perhaps in the

form of a campaign to shame palm oil producers and to

block its trade into North America.

World Bank policy

In September 2009, after allegations by environmental

NGOs that Wilmar International, a Singapore-based

conglomerate that operates oil palm plantations, had

ignored social and environmental impact laws, the World

Bank’s International Finance Corporation (IFC) froze all

funding of oil palm–related development projects, denying

US$132 million to existing projects. 

Although Wilmar was found in breach of internal IFC rules,

no evidence of a violation of national or international law

was found. However, caving in to green pressure, World

Bank President Robert Zoellick’s announcement

suggests that his primary concern was to meet

the NGOs’ arbitrary sustainability criteria.

This clearly contradicts the World Bank’s

development mandate, and subordinates

poverty alleviation to environmentalism.

The World Bank was expected to announce its

framework for oil palm funding at the end of

November 2010, but this timeframe has been

delayed repeatedly. The revised framework was

finally announced in early January 2011 along

with a 30-day comment period for

stakeholders and observers to respond.

Recent news coverage indicates that the

World Bank is about to

commit itself to

imposing sustainability

criteria on loans for oil

palm development, a clear break

from its stated mandate of poverty

alleviation through economic development.  

The evidence does not support World Bank claims that

these environmental criteria are for the benefit of

developing countries. For example, in October 2010, more

than a year after the World Bank froze funding of oil palm

projects, reports suggest it suspended a US$123 million

investment to support the oil palm sector in Nigeria and
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other African countries. The new framework is expected to

be submitted to the World Bank Group’s Management

Board for its approval by March.

At the Convention on Biological Diversity summit in

Nagoya, Japan, in October 2010, Zoellick affirmed his

commitment to imposing sustainability standards on the

World Bank’s loans and development programmes,

prioritising environmental goals over reducing poverty.

Writing in the Guardian, he reaffirmed his commitment to

restrict forest conversion and this time to save the tiger,

even while acknowledging that illegal poaching was to

blame. Zoellick’s support for international trade controls to

save endangered species is a controversial position for the

president of the World Bank. In

advocating them, he appears to be

moving closer to supporting WWF’s call

for ‘green global governance’ to save the

environment.  

These examples demonstrate a reversal

in the World Bank’s mandate. In essence,

the green NGOs are trying to turn the

World Bank into a global version of the

US Environmental Protection Agency.

The World Bank has already set a

precedent of ceding development policy

to NGOs. The World Bank/WWF

Alliance for Forest Conservation and Sustainable Use was

established in 1998, with the sole purpose of promoting

conservation. Although the World Bank’s mandate of

economic development and poverty alleviation is

mentioned on the alliance’s website, its importance is

clearly subordinated to efforts to limit agriculture expansion

and forestry.

Members of the US Congress have begun to criticise World

Bank policy and its forays into environmental regulation.

Several members recently expressed concerns in a letter to

Zoellick that ‘the World Bank’s reconsideration of its pro-

agriculture policies is worrisome given the proven

economic success of this development model’.

What the West should do

The West can take steps to reverse the damage caused by

misguided environmental policies:

• The EU, the US Congress and the Obama Administration

should review, revise and eliminate protectionist policies

and regulations that are masquerading as environmental

safeguards. 

• The US Congress, UK and EU should end the improper

use of taxpayer funds to support US- and foreign-based

environmentalist NGOs. 

• The US Congress should investigate the potential trade

violations and collusion between US

agribusiness and forestry interests with

environmentalist NGOs to block the

imports of agricultural and forestry

goods from developing countries. 

• The US Congress should summon

the World Bank’s senior management

to explain the growing prioritisation

of environmentalist criteria over

support for poverty alleviation through

agricultural and economic development.

• The European Parliament and EC

should stop implementing legislation

that violates WTO agreements and blocks developing

world exports from entering EU markets. As necessary,

affected developing countries should challenge such

legislation in the WTO.  

James M Roberts

Research Fellow for Economic Freedom and Growth,

Center for International Trade and Economics,

The Heritage Foundation 

The paper and references on which this edited article is based can be read in

full at http://www.heritage.org/
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Markets

Canada is becoming a formidable

supplier of canola (rapeseed)

to the global market. It is now

the third-largest producer of canola after

the EU and China and, at the current rate

of growth, will likely soon surpass China. 

Almost the entire crop is grown in the

prairie provinces of Alberta,

Saskatchewan and Manitoba, with much

smaller amounts in Quebec and British

Columbia. Efforts are being made to get

farmers to grow more canola in Quebec

to supply a new oilseed crushing plant

opened there last year, but thus far the

effort has not been successful.

Canola has been expanding in the Prairie

provinces, mainly at the expense of

barley, oats and wheat. Farmers have

found canola to be a profitable crop to

grow in rotation with small grains and

pulses. However, the acreage is restricted

by the necessity to limit plantings to once

every four years to avoid diseases and

pests.

Practically all of the canola is planted in

spring because of harsh winters, but

some winter varieties are being tested in

Quebec. The average yield in Canada

over the last five years has been 1.8

tonnes/ha with the highest being 1.95

tonnes/ha in 2009.

The bulk of the output is exported as

unprocessed seed. In CY 2009, Canada

exported 3.14 million tonnes to China,

1.96 million tonnes to Japan, 1.07 million

tonnes to Mexico, and 569,000 tonnes to

the US. Other significant customers

included Pakistan, the United Arab

Emirates and Bangladesh. 

The share of canola that is crushed

domestically has been growing as a result

of the increased availability of crushing

capacity. There are now 10 dedicated

processing plants: three each in Alberta

and Manitoba, and four in Saskatchewan.

These have an estimated annual capacity

of 6.2 million tonnes. Two plants in

Ontario and one in Quebec crush both

canola and sunflower seed, with an

annual capacity of about 3.26 million

tonnes.

On Jan 28, 2011, a Canadian company

and a Chinese company announced a

joint plan to explore building a 600,000
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tonnes/year canola crushing plant in

western Canada. If canola production

continues to expand, it is likely that

additional plants will be built in the Prairie

provinces.

Currently, the bulk of the canola oil is

exported. USDA estimates only 465,000

tonnes, or about 19.5% of production,

will be consumed in Canada in the

2010/11 marketing year. The largest

markets in CY 2009 were the US with

imports of 1.01 million tonnes, and China

with 0.44 million tonnes. Canola oil has

greatly benefited from the US trans-fats

labelling requirement, which has led to a

sharp decline in consumption of

hydrogenated soybean oil. 

This year, some canola oil is being shipped

from Quebec to Europe where it is used

for bio-diesel.  The fact that practically all the

canola produced in Canada is from biotech

varieties greatly reduces its potential to be

exported to Europe for food use. 

Canada’s canola meal is also mainly

exported. USDA forecasts that only

24.8% of the output will be consumed

domestically. The main export market is

the US, where it is predominantly used in

dairy and beef cattle feeds. Some is

exported to Mexico, China, Thailand and

Ireland. Prices have been depressed by

the large amount of distillers dried grain

in the US and Canadian feed markets.

Canada’s Ministry of Agriculture and Agri-

Food forecasts that canola plantings will

surge by 9.7% in 2011, with farmers

expected to plant a record 7.47 million

ha versus 6.81 million ha in 2010. This is

in response to high canola prices. New-

crop canola is currently trading around

US$525/tonne – enough to get farmers

to shift land out of dry beans, dry peas

and lentils.

The area of land to lie fallow in the

summer of 2011 is expected to decline

by a third. If the weather cooperates, it is

likely that Canada’s 2011 canola crop will

exceed 13.5 million tonnes, a new record. 

Soybean production

Soybean has mainly been grown in

Ontario and Quebec, which together

produce 72% of total output. Increasing

amounts are now being grown in

southern Manitoba and southern

Saskatchewan. Production reached a

record 4.35 million tonnes in 2010, an

increase of 23.9% over 2009. The crop

was a result of a record average yield of

2.94 tonnes/ha.

Canada has traditionally been a large

producer of food-grade soybean for

export primarily to Japan. However, the

greatest growth in production in recent

years has been in biotech soybean for

crushing. About 60% of the soybean

grown in Quebec comprised food-grade

varieties, but the share fell to less than

40% in 2010 as farmers chased high

prices for genetic soybean.
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Markets

A sizable quantity of the biotech soybean

is exported to Europe. The main markets

in the first 10 months of CY 2010 were

the European Union (613,700 tonnes),

Japan (323,300 tonnes), the US (291,700

tonnes) and Malaysia (75,500 tonnes).

Total exports for this period were 1.57

million tonnes compared 1.07 million

tonnes in the same period in 2009.

Canada has three solvent-extraction

plants for soybean. Two are in Ontario

(Hamilton and Windsor). A new plant

located on the St Lawrence River was

opened in 2010 in Becancour, Quebec.

The combined capacity of the plants is

3.26 million tonnes. However, all three

are switch plants and sometimes process

canola. There are two small mechanical

extraction plants in Ontario

(Winchester) and Manitoba (Winkler)

with a combined annual capacity of only

75,000 tonnes. Besides crushing Canadian

soybean, the plants in Ontario and

Quebec periodically also crush soybean

imported from the US.

As in the US, demand for soybean meal is

the main driver of soybean processing in

Canada. However, soybean meal

consumption is Canada has declined

substantially in the last two years as a

result of a contraction in swine

production and aggressive competition

from canola meal and distillers dried

grains. 

Consumption in 2009/10 was 19.5%

below that of two years earlier, while

consumption in 2010/11 is projected to

rise by 6.7% over 2009/10. It will likely be

several years before production reaches

the amount consumed in 2007/08.

Canada’s processing of soybean is

constrained by sizable imports from the

US (Table 5). 

Most of the US soybean meal is

imported into the Prairies provinces.

However, unit trains of soybean meal

periodically move from Iowa and

Nebraska into Ontario and Quebec

when supplies are burdensome in the

Midwest. Small quantities of US soybean

meal also move into Ontario and

Quebec from crushing plants located in

Indiana and Ohio.

Canadian consumption of soybean oil is

falling due mainly to trans-fats labelling

and plentiful supplies of canola oil. Food

manufacturers are required to list the

trans fats content on product labels,

which has in turn reduced the use of

hydrogenated soybean oil. Since canola

oil is free of trans fats, food manufacturers

are using it as a substitute.

John Baize

This is an edited version of the article published in

World Perspective Ag Review, Volume 23 No 1,

February 2011.
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The combined annual production capacity of RSPO-certified oil palm plantations and smallholders went up in 2010,

from 1.4 million tonnes in January to 3.4 million tonnes in December.

The RSPO online Market Centre said the volume of actual CSPO swelled from 1.3 million tonnes in 2009 to 2.3

million tonnes in 2010. Sales of sustainable palm oil more than tripled from 0.4 million tonnes in 2009 to about 1.3

million tonnes in 2010. While there is a delay in market uptake, 56% of certified palm oil was purchased as such in

2010 – a substantial percentage. 

Palm growers also sold GreenPalm certificates covering the production of about 180,000 tonnes of palm kernel in

2010, which amounts to about 35% of the RSPO-certified sustainable palm kernel supplied the same year.

Source: http://www.rspo.eu/market 

CSPO sales top 55% in 2010

Colombian organic tropical crop producer Daabon has been certified to adhere to RSPO's principles and criteria

for sustainable palm oil production, the first outside Southeast Asia. 

Last November, Daabon had more than 4,400 ha of its oil palm planting areas certified. The company will add about

27,000 tonnes per year to the growing global stream of CSPO. It hopes to add other palm oil production units and

its supply base of 1,800 ha to global RSPO-certified production capacity over the next few years. 

Daabon, a family-owned company, employs about 2,000 Colombians directly, and supports more than 450 oil palm

and cocoa smallholders organised in Alianzas por la Paz (Co-operation for Peace). Such Alianzas support the

establishment of agricultural co-operatives in some of the country's conflict-ridden regions, focusing on high-potential

crops such as oil palm and banana.

Source: http://www.rspo.eu/market

RSPO certifies first South American producer

Rising rapeseed oil prices in Europe

may soon result in reduced volumes

being used to make bio-diesel.

Rapeseed oil is trading at the equivalent

of US$1,415/tonne. This is near the

point where it is cheaper for fuel

blenders to pay fines for not blending

bio-diesel than to buy the bio-diesel. 

It may also cause manufacturers to shift

away from rapeseed oil as the main

feedstock, to less expensive vegetable

oils like soybean oil. The high price of

rapeseed oil has also driven rapeseed

prices to a 34-month high. 

Source: Ag Perspective

EU bio-diesel sector may switch feedstock
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USDA's World Agricultural Outlook Board chairman Gerald Bange has told the American Farm Bureau Federation's

annual meeting that, despite high corn and cotton prices, US soybean plantings may be higher than expected in 2011. 

He suggested this may be because of high fertiliser prices making corn and cotton plantings less interesting to

farmers. He also indicated that farmers see soybean as less subject to adverse weather than corn. 

As many as 10 million additional acres of land may move into crop

production in the US this year due to strong prices for corn, soybean and

cotton, he said. It is assumed that much of the additional land will be that

used for growing hay and small grains, as well as land removed from the

Conservation Reserve Programme.

Many farmers see soybean as a lower-risk crop with about the same profit

potential as higher-cost crops. Those in the Midwest were also greatly disappointed with corn yields in 2010. For this

reason, it would not be surprising to see an additional 1-2 million acres of soybean being planted this year. 

Source: Ag Perspective

Higher soybean acreage in the US?

New capacity helped Argentina to export 1.23 million tonnes of bio-diesel in the first 11 months of CY 2010,

compared to 1.03 million tonnes in the same period of CY 2009. 

The EU was the largest market, absorbing 1.18 million tonnes versus 970,000 tonnes over the comparative period

of CY 2009. The only other significant market was Peru, with 50,000 tonnes. 

Oil World estimates that Argentina produced 1.84 million tonnes of bio-diesel in CY 2010, an increase of 660,000

tonnes over CY 2009.    

Source: Ag Perspective

Argentine bio-diesel exports rise

ADM announced in February that it plans to develop 14,000 ha of oil palm in the state of Para, indicating that global

demand for palm oil is driving new investments in Brazil. Mining company Vale is to buy 70% of a palm oil company,

while oil company Petrobras is investing in palm oil production. 

These investments make sense since global demand for palm oil for food and bio-diesel production is exceeding

supplies and likely will continue to do so. Brazil is the world's ninth-largest palm oil producer, although its output is

miniscule compared to Indonesia and Malaysia. 

However, the potential to expand the oil palm sector in the Amazon Basin is huge as there are large amounts of

unused land suitable for planting. Also, the location is near the equator and there is high rainfall.

The greatest limitation will be restrictions imposed on new area developments by the government and the

requirements of buyers in Europe and elsewhere that the palm oil be produced in a sustainable manner. ADM has

announced it will comply with RSPO guidelines in developing the plantation and its processing plant. 

Source: Ag Perspective

More invest in Brazil’s oil palm sector 
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US consumption of oils and fats for bio-diesel production fell sharply in the first 11 months of CY 2010 compared

to the two previous years. This was because there was no blenders tax credit in place in 2010, as well as due to high

oils and fats prices which made bio-diesel production unprofitable.

However, the scenario should improve

sharply in 2011 because of the restoration of

the US$1/gallon bio-diesel tax credit and a

larger blending mandate. Soybean oil should

capture most of the increase because of its

plentiful supply and lower price compared to

competing vegetable oils. Still, producers will

maximise their use of cheaper alternatives to

soybean oil, depending on supply.

Source: Ag Perspective

Cutback in US bio-diesel sector

Global Oils &
Fats Business,
a quarterly
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with a circulation of 25,000

copies worldwide has been reporting on the oils
and fats industry since 2004 and continues to inform decision
makers, regulators, health professionals and those involved in the
oils and fats business on key issues widely discussed in the
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Food Technology

Earlier articles in this series considered oil processing from

production to refining, fractionation and, in a recent issue of this

publication, hydrogenation. The latter two topics form part of a

group of processes generally referred to as modification processes.  

This article is designed to consider interesterification, the third

process in this group. Before doing so it may be helpful to address

the question – why interesterify? Why cannot simple blending of

different oils, each having its own profile of liquid and solid

triglycerides, achieve the desired objective of producing a product

having the required physical properties? The answer is to be found

in the nature of the triglyceride molecule, which has three fatty

acid chains firmly attached to a molecule of glycerol. Blending of

different oils does nothing to change the composition of the

components of such a blend but simply increases the number of

triglyceride species present. Interesterification, on the other hand,

rearranges the fatty acid chains, either randomly (Figure 1) or in a

targeted manner. By this means it facilitates the production of a

composition which meets the physical requirement of a particular

product. One of the purposes of this article is to examine the

effect of the link between this requirement and the type of plant

needed to achieve it.

The basic concept of interesterification in fact pre-dates its

application in the edible oils industry by some time, and its first

study in the middle of the 19th century made use of much

simpler molecules than triglycerides. Wilhelm Normann, who

was already well known in the field of edible oil processing for

his application of hydrogenation on the industrial scale, filed a

German patent for the process in 1925, in which he claimed a

reduction in melting point when heating a mixture of tristearin

The third
modification process
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and soybean oil in the presence of a catalyst to 250ºC and

holding it at that temperature for upwards of 9½ hours.

In the years following the publication of Normann’s patent a

number of further publications, mainly in the form of patents,

showed a growing interest in interesterification. This interest was

primarily in random interesterification, the object of this being

the complete randomisation of the triglyceride species present.

Eckey, in a key paper published in 1948, confirmed the

importance of catalyst preparation in commenting on a patent

issued in the early 1930s, noting that the use of sodium alkoxide

as the catalyst allowed the reaction to proceed rapidly provided

the reaction mixture is free of moisture and free fatty acids

before addition of the catalyst.

Directed interesterification

Eckey was in fact interested primarily in the process of directed

interesterification, in which more saturated triglycerides are

formed and then removed from the mixture by crystallising due

to their higher melting point. Directed interesterification has to be

followed by a separation process, as the crystallised components

must be removed for the interesterification process to continue.

This may be either by centrifugation or filtration, which means that

this form of the process is – unlike the process of randomising the

initial material, whether a single oil or a blend – a two-stage

process in addition to the initial refining plus post-refining stages.

As the heat of crystallisation has to be removed during the

process, the rate of agitation of the crystallising mixture requires

careful control, particularly as the viscosity of the mixed liquid-

solid system can have a decisive effect on heat transfer. A scraped-

surface heat exchanger, similar in principle to the kind used in

margarine production, may be used to provide high, controlled

forms of heat transfer from the crystallising mixture.

Directed interesterification continued to interest the industry in

subsequent decades, though much less so than in an earlier

period. (This decline in interest was almost certainly due to the

falling share of lard use in the US in the post-war years – the

directed interesterification of lard was a major objective of

Eckey’s work.) In 1984 a paper given at a conference in Kuala

Lumpur by Laning noted that a catalyst consisting of a

sodium/potassium alloy is best suited to this form of

interesterification because of its enhanced activity at the

relatively low processing temperature found to be most suitable.

The alloy has the further advantage of being a liquid within a

certain temperature range, thus facilitating dispersion in the oil

to be processed. A high-shear agitator is required to ensure

efficient use of the catalyst and short reaction times. 

The process is operated as a continuous process, as the

material which has crystallised must be removed in order for

the interesterification process to continue. In his 1948 paper

Eckey included information on the use of this form of the

process for the modification of palm oil, although no

application of this process has been recorded. A report

published some years later compared the effect of both

random and directed interesterification on palm oil in terms of

the changes produced on the triglyceride composition.

Although current production data are not available, directed

interesterification continues to be used, primarily in the US, to

process lard but the process has also been considered for

applications involving confectionery fats.

The patent literature of the period 1930-1950 discloses a

growing interest in the  development of more efficient catalysts,

primarily in order to reduce the processing temperature from

the high level (~250ºC) used in the earliest work. In the inter-

war years metallic tin and stannous hydroxide were regularly

mentioned as being used to accelerate interesterification above

the rate obtained when not using a catalyst, but this only made

it possible to reduce the process temperature to 200-225ºC, still

far higher than the range achieved later. Sodium methoxide (also

referred to as sodium methylate) subsequently gained favour in

the industry for a number of reasons, including cost (it is effective

at 0.1% use), operating temperature and ease of dispersion.

Other alkali catalysts, including the alkali metals sodium and

potassium, and the sodium-potassium alloy, have also been

studied and used. The earlier interest in other metallic catalysts

does not appear to have been maintained.

Random interesterification, in which the fatty acid groups

present in the blend components are virtually fully  randomised,

has for many years now been the process principally used by the

oils and fats industry. Catalyst choice and level of use as well as

significantly lower processing temperature than those advocated

by earlier users of the technology have been important factors

in improving the cost of processing, which can be carried out

batch-wise, semi-continuously or fully continuously. Interest in

random interesterification has grown in recent years as a result

of the pressure to minimise the presence of trans-fatty acids in

hydrogenated fats, which can be avoided by complete

hydrogenation of the fat to be used, followed by

interesterification with a soft oil that has not been hydrogenated.

At the end of the process the catalyst must be removed before

post-refining can be undertaken, and this is accomplished either

by the addition of water or of either citric or phosphoric acid.

The use of water for this purpose can lead to the formation of
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troublesome emulsions, and the use of acid for the purpose of

deactivating the catalyst is therefore preferred.

Controlling losses and costs

An important factor in the use of interesterification is the oil loss

incurred. This loss is caused by the reaction of the catalyst with

either moisture or free fatty acid and the minimisation of oil loss

is therefore achieved principally by ensuring that the oil to be

processed is substantially dry (<0.01%) and that its free fatty

acid content has been reduced to 0.05% or even lower. It is also

important that the Peroxide Value of the oil to be processed is

low (<10 mequivalents/g, preferably <5 mequivs/g), as this

affects catalyst activity. Very thorough refining of the oil before

interesterification is therefore essential if losses are to be

minimised. If additional catalyst is added to the reaction mixture

in order to accelerate the start of the reaction, an increase in oil

loss will occur, which obviously adds to the process cost. It has

been estimated that the oil loss, when using 0.1% catalyst, is

approximately 1.7%, but may be considerably higher if tight

control is not exercised over catalyst use. Processing costs are

also incurred in the removal of the catalyst residues after the

reaction and the bleaching required in order to remove the

colour formed during the reaction. The use of adsorptive silica to

remove fatty acid soaps formed during interesterification will

reduce the cost of catalyst removal.

The cost of catalyst used represents approximately 10% of the

total processing cost. Energy (steam, power) can account for 25-

30% of total processing cost, but the largest contribution is likely

to be due to oil loss, possibly as much as 30%, depending on site

location, when using chemical interesterification. The cost of

post-refining is responsible for a significant share of the overall

processing cost due to the need to remove the colour formed

in processing. 

The concept of Hazard Analysis and Critical Control Points has

been used in the food processing industry for a number of years

as a means of identifying the key points in a food production

process from the point of view of ensuring the safety of the

product, as well as the production plant. A related concept has

been used in a recent book on oil processing in order to identify

the stages in interesterification which require special care and

attention if the process is to be operated efficiently. In addition to

the critical control points listed, it is also important to pay special

attention to safety, primarily due to the nature of the catalysts

used. The sodium alcoholates – sodium methoxide and sodium

ethoxide – are toxic chemicals and are highly reactive. They are

generally supplied in pre-weighed quantities in special small drums

in order to reduce manual handling to a minimum. These must be

handled with great care, as it is important to prevent absorption

of moisture and to avoid the risk of fire. Catalyst dust is another

factor to be considered, calling for the use of a high quality of

protective clothing for process operators. Where the process uses

the alkali metals – sodium, potassium or their alloy – it equally

requires much attention to safety, particularly of the pump used

to introduce the metal into the reactor.

Wolf Hamm

Edible Oil Processing Consultant (Retired)

Illustrations and diagrams courtesy of De Smet Ballestra NV, Belgium

Further Reading

• EW Eckey, Industrial & Engineering Chemistry (40) 1183 (1948)

• SJ Laning, Journal of the American Oil Chemists’ Society (62) 400 (1985)
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Market Analysis

The Crude Palm Oil Futures contract

(FCPO) traded on Bursa Malaysia

Derivatives ended 2010 with a 41% gain.

The price thrust continued through early

2011 and momentarily flir ted with

RM4,000 – or RM3,967 to be exact –

albeit with a negative divergence in RSI

on Feb 10 before a correction set in. 

As opposed to popular belief, there has

not been any reduction in open interest

that would suggest active long liquidation.

On the contrary, open interest has

amassed more than 10,000 lots as the

price dipped 10-15% from the peak.    

Improving weather conditions have

boosted the global edible oil supply

outlook. The La Nina phenomenon shows

signs that it will weaken towards the later

part of the year. The NOAA’s Climate

Prediction Centre recently predicted a

return to ENSO-neutral conditions

between May and July. In fact, a mild La

Nina which brings moderate rains to Asia,

is hugely favourable for the oil palm crop.

A weaker La Nina also means less

dryness in South America ahead of

soybean harvesting.  

The USDA has forecast that global palm

oil output will climb to a record 47.9

million tonnes this year. Indonesian and

Malaysian output may hit 24 million and

17.8 million tonnes respectively.

Malaysia’s production in February is

thought to have increased by

approximately 4% month-on-month to

about 1.1 million tonnes. This reflects a

fantastic crop recovery since February is

a short month and included a long

festive break this year. 
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Market Analysis

Producers must have maximised sales to

capture high prices for the month.

February exports should hold around 1.1

million tonnes, bringing end-month stocks

marginally lower to around 1.4 million

tonnes. The turning point should be in

March where a possible double digit

(percentage) month-on-month output

growth will likely be the start of a stock

build-up process. Supply tightness will

start to ease by May.

Global soybean output for 2010/2011 is

pegged at 256.1 million tonnes by

USDA.  The department hiked Brazil’s

soybean production forecast by 1 million

tonnes to a near record 68.5 million

tonnes. Argentina’s output forecast was

trimmed by 1 million tonnes to 49.5

million tonnes, compared to 55 million

tonnes last year due to dryness in the

early part of the planting season. By end

March, more soybean shipments will be

coming out of South America. Brazil

started its new crop harvest in early

February – Oil World was positive on its

output this year, putting this at a record

71 million tonnes. 

Economic theory suggests that high

price can itself be the best cure for

soaring prices. A high price would

encourage higher production and at the

same time ration demand. With better

planting weather ahead, the global

agricultural output will jump as farmers

step up production. According to a

recent report by the Australian Bureau

of Agricultural and Resource Economics

and Sciences, wheat prices may tumble

by 19% and soybean by 8% as world

harvests expand.

Malaysia’s palm oil export trend over the

past two months has shown signs of

softening demand, amidst high prices.

Exports in January were -6.2% (month-

on-month) and -17% (year-on-year).

February exports, to be announced on

March 10 by MPOB, may show a

reduction of 10% (month-on-month) and

15% (year-on-year). 

Geo-political uncertainty   

The Solvent Extractors’ Association of

India estimates that the country

imported 10% less edible oil from

November 2010 to January 2011.

Refined edible imports were down 22%,

while CPO intake dropped by 3%. India

imported 8.8 million tonnes of edible oil

in the 2009-2010 crop year, representing

an 8% increase over the previous year.

This year’s intake is expected to be

flattish due to high global prices and

larger local supply. There have been calls

by certain quarters for the abolition of

import duty for refined edible oil to cool

local prices, which may benefit Malaysian

exporters.  

China will still be the biggest importer of

Malaysian palm oil in the foreseeable

future. The world’s most populous

country, it imported 3.5 million tonnes

of palm oil from Malaysia last year. China

is facing a prolonged drought and has

allocated close to US$2 billion to

bolster grain production and fight

drought to keep consumer prices stable.

An actively managed stockpile policy will

remain in place as inflation rose to a 30-

month high in January. Recent market

speculation about China scrapping its

soybean oil import duty, while retaining

status quo for palm oil, caused a

kneejerk price reaction in the palm oil

market.

Nymex Crude Oil is trading within an

uptrend channel which may touch the

US$120 per barrel mark if supply

concerns elevate as a result of political

unrest spreading to more oil-

producing nations. The price should

hold above the US$90 support level to

stay within the price channel. High

crude oil price sparked by the unrest in

Libya now acts as the backbone for the

palm oil price, as supply fundamentals

improve. 

We opine that the benchmark 3rd month

FCPO contract will trade within a range

of RM3,300-3,950 per tonne in Q1 2011.

Geo-political uncertainty has overtaken

weather uncertainty. There are two likely

price scenarios with the crude oil price

being the main catalyst:

• If crude oil price moves higher to the

US$120 level as supply concerns heighten,

the FCPO could rebound to RM3,900

before stabilising around RM3,600. 

• If crude oil price dips below US$100 as

supply concerns ease, we expect to see

FCPO struggling with RM3,650 resistance

before consolidating lower at RM3,300

by June. 

Report as at March 4, 2011

Ryan Long

Vice-President

OSK Investment Bank Bhd 

(Futures and Options)
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Global Brands

A report from the Direct Marketing Association and David

Shepard Associates says that more marketers are using digital

media for sales and to strengthen their relationship with customers. 

The report found social networking sites to be the most

frequently used platform by digital-media marketers. However,

many businesses still consider themselves as operating in the

learning, transitioning and integrating phases.

'Not surprisingly, the study shows many companies are

continually testing targeted messages across various media to

find optimal cost efficiency and marketing effectiveness," says Rus

Rempala of David Sheppard Associates.  

"We expect to see much more advanced strategic testing in the

near future as more and more marketers navigate the

multichannel digital age."

Highlights of the report: 

• Most marketers cite brand building (71%) as their main

purpose of digital marketing.

• Direct mail including email still represents 17% of the overall

marketing budget, which is larger than the share held by any

other media.
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• 35% of companies use CPM (cost per 1,000 impressions) to

manage online programmes.

"One finding comes through loud and clear from this report,

Most marketers today are using digital media to both sell and

nurture a stronger bond with their customers," says George

Orme of David Shepard Associates.  

"But the study also underscored that very few companies have

mastered the analytics and found ways to accurately measure

the incremental effect of each media within a multimedia

campaign." 

The transparency factor

Consequently, there can be no denying that branding is a

different animal today than it was 10 or 20 years ago. With the

ability to connect instantly and globally, successful brands require

interactive discussion between business entities and their

consumers. 

People no longer want to be told how to feel about a

commodity, product or service – they base their decisions on

the opinions of other consumers and on their assessment of the

personality of an organisation or company that lie behind the

facade of advertising. 

How many times have you read customer comments posted on

Amazon, before buying a new book or album? I personally check

and track comments on travel sites such as TripAdvisor.com

before booking a hotel or holiday resort. 

Organisations and companies that encourage transparency

in Facebook and Twitter have the ability to address

consumer concerns regarding customer ser vice and

products, and therefore build confidence and loyalty

through the process.

I think an important aspect of brand building online is to have it

centered on the organisation’s or company's site, using social

media to create a hub around the organisation’s digital domain.

This way the brand does not get swallowed up by the social

media brand, such as Facebook, and you can monitor site traffic

numbers easily too. 

Cheray Unman wanted to market a commodity – wine – as a

luxury brand using social media. He had this to say: “I also

wanted to explore how a luxury brand could be built from

social media, thus I launched a few of my own called Wine

Luxe.  

“It has been a very powerful tool since you have a global

reach to build relationships at very little cost if the time is

put in to build real relationships and communication. Now I

have business coming to me based on the brand I have

created through Facebook, Twitter, blogs, Plancast and

others.”

Finally, it is important to remember that it will be difficult to build

a brand through social media without having a social mindset

within your organisation. It is crucial therefore, to empower all

employees to join Twitter and interact while representing the

brand. 

It is a social organisation or company and it would come across

this way in social media in building the brand. It's a big circle, but

you have to lay the foundation internally before you can find

success through social media.

LS Sya

Brand Specialist

London Brandmagic
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Shipping

This series will review the global

chemical tanker fleet of ships

above 1,000 tonnes

deadweight (dwt), except for barges, and

update the data on quarterly basis. All the

data used in this article are based on a

fleet listing as at Dec 31, 2010, as

produced by the writer.

The size ranges used are designed to

break the fleet into the different

segments utilised in different trades. The

quarter-on-quarter changes cannot be

calculated by the number of deliveries

against the number of ships scrapped.

Many ships are ordered as, say, 30,000

dwt (in the 10,000-30,000 dwt range)

but are delivered as 30,300 dwt, for

example; this places the ship in the

30,000 dwt and above range. The writer’s

comments are based on year-on-year

figures.

Over the last year, the short range size

group of 1,000-10,000 dwt increased by

85 ships (5.6%) and 391,000 dwt (4.7%).

Many of the ships comprising this
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increase are older, as new information on

Japanese domestic ships was received.

The impact of this size of ship on the

total tonnage is small, being less than 11%

of the total. Many of the smaller ships are

confined to domestic trade, or very

limited international trade.

The increase in the medium range size

group between 10,000 and 30,000 dwt

was only 60 ships (5.5%) and 859,000

dwt (4.7%). This range contains several

standard size groups: 12,500-13,500 dwt,

16,500-17,500 dwt, 19,000-20,000 dwt

and 20,000 dwt and above. The increase

for the long range size group – 30,000

dwt and above – was 61 ships (5.4%) and

3,106,000 dwt (6.4%). 

Although many of the larger sizes are of

IMO class, in most cases these are basic

IMO 3 ships with limited certificates of

fitness, and few are expected to trade in

chemicals or vegetable oils. The majority

of these are built for the petroleum

products trade. A large number has

moved away from chemicals and

vegetable oils and is trading solely in clean

petroleum products (CPP) today. Within

the overall fleet, there are four main

categories of ship (Table 2).

It must be mentioned here that several

owners describe their ships as IMO 2/3

ships when in fact all their space is IMO

2. They do this because some

inexperienced charterers and brokers

have assumed ships described as IMO 2

are unable to carry IMO 3 cargoes.

Non-IMO ships are able to carry ethanol.

However, while the increase in bio-fuels

business is causing ethanol to become an

increasingly important cargo, almost all

ethanol is carried in IMO class ships for

quality reasons and because ethanol is an

ideal last cargo for all the IMO class

products.

Each of the four main categories of vessel

is sub-divided to reflect whether the ship

is currently trading in chemicals and

vegetable oils, or in CPP. Those normally

trading in CPP are denoted by a double

DC Code – i.e. fully IMO 2 ships trading

in CPP are listed as Code AA.

Existing ships

It has been discovered that a large

number of the older, smaller ships are

being traded as bunker tankers; this is

especially true of older double bottom

and single hull ships. It is not possible to

obtain confirmation that these no longer
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have IMO certificates so they remain in

our figures. There are 50 trading on the

African coast alone. 

It needs to be emphasised that almost all

the ships trading in CPP – or,  in some cases,

Dirty Petroleum Products – have the ability

to move back into the chemical trades if the

returns became attractive again. 

There are 3,962 ships and 79.36 million

dwt capable of carrying chemicals or

vegetable oils as at Dec 31, 2010, of

which an estimated 65.4% or

2,591 ships are active in the

chemical or vegetable oil

trades (Table 3). These ships

cover only 46.3% of the

tonnage, with an average size

of 14,200 dwt, because it is

mostly the larger product

tankers with IMO 3 or even

IMO 2 class, with an average

of 31,055 dwt, that are

trading in CPP.  The numbers

will change as information is

received on ships both delivered and

scrapped in the last days of 2010.

Overall, during 2010, the fleet increased

in size by 206 ships or 5.5% and by 4.36

million dwt (5.8%). The fleet deemed to

be trading in chemicals or vegetable oils

decreased by 35 ships (1.3%), while the

fleet trading petroleum products

increased by 241 ships or 21.3%. This

reflects the poor chemical market. Ships

carrying chemicals or vegetable oils

decreased by 3.02 million dwt (7.5%)

while those carrying petroleum products

increased by 7.36 million dwt or 20.6%. 

Table 3 also demonstrates that the CPP

trades involve more of the 30,000 dwt

size of ship and above. There are 827

ships (60.32%) above 30,000 dwt that are

trading in CPP with a total of 36.7 million

dwt (86.3%), against 364 ships of this size

and 14.86 million dwt trading in

chemicals or vegetable oils. 

These figures contrast with the 2,227

ships (86%) below 30,000 dwt, totalling

21.92 million dwt (59.6%), trading in

chemicals or vegetable oils versus 544

ships of this size and 5.85 million dwt in

the CPP trade. It becomes clear that a

swing of many smaller ships from one

trade to another has minimal impact, as

opposed to a swing of just a few in the

larger size ranges.

Several ships are still laid up. Some ships

are completed but are still at anchor or

alongside at the yard where they have

been built, as owners refuse delivery for

technical reasons or late completion.

Many others are laid up awaiting an

improvement in the market or good

scrapping opportunities, whichever

comes first. 

The number of ships without full double

hull continues to reduce. The total was

514 ships and 5.54 million dwt at the end

of 2009 and 425 ships with 3.95 million

dwt a year later. This was a reduction of

17.3% in the number of ships and 27.7%

in the tonnage. As ships aged, the swing

to petroleum product trades actually saw

an increase in those ships, from 110 to

122 (10.9%). However the tonnage

decreased from 1.41 million dwt to 1.36

million dwt (3.4%) as the smaller ships

moved into bunker trades. The

corresponding chemical or vegetable oil

fleet decreased from 404 ships to 303

ships (25%) and 1.54 million dwt (37.3%).

Some of the double bottom

ships are trading with empty

wing tanks, effectively making

them fully IMO 2 at the

reduced capacity. They are left

in the figures as IMO 2/3

because they are carrying

IMO 3 cargoes in the wing

tanks from time to time.

Finally, there are ships that are

relegated to trading

domestically, especially in large

countries such as Indonesia. When this

happens, it is unusual for such ships to

reappear in international trade.

Size of orderbook

As at Dec 31, 2010 the orderbook of 456

ships is 13% of the number of ships and

the 11.23 million dwt is 14% of the

existing tonnage (Table 4).

The orderbook is constantly changing as

ships are delivered, orders are changed

or cancelled and new information is

discovered. Often ships are delivered

without the fact being revealed that they

were ever on order; such is the secrecy

of some of the business. 2010 was a

difficult year as the extremely poor
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market meant that many orders were

cancelled while, for many, the delivery

dates were delayed, sometimes by as

much as three years.

The orderbook, as known at the end of

2010, decreased by 39.7% from 756 ships

to 456 ships and by 39.6% in deadweight

terms from 18.6 million dwt to 11.2

million dwt. Much of this decrease is

represented by cancelled orders. There

could well be more cancellations as

owners receive their pre-payment

refunds; often, that is the first clue to the

outside world that a ship is cancelled.

Other ships that were completed have

been rejected by the owners as below

standard for IMO classification and sold

to others for the petroleum product

trade without any IMO certificates.

In the high market of 2006-2008, many

owners ordered chemical tankers, several

with no previous experience of operating

them. They saw high profits, had taken

profits in their own segment of the ship

owning business, and needed to reinvest.

Likewise, shipyards saw the demand and

started building chemical tankers with no

idea as to the complexities involved. 

The result was a slowly melting snowball

of ships that was due to be delivered in

2010 and which now rolls into 2011.

While this has reduced through

deliveries, confirmed cancellations and

confirmed deferrals to 2011 or even

2012 and 2013, there is still a large

number of ships not yet delivered and

with no word as to the due date. We do

expect more clarification over 2011 as

the orderbook reduces further. Table 5

demonstrates that the ‘snowball’ is

reducing but that the biggest impact will

be on the smaller sizes.

One impact of the extraordinary number

of chemical tankers delivered in the last

three to four years has resulted in a

serious shortage of qualified officers and

crew to man the ships. While the training

centres in the Philippines, Myanmar and

Vietnam are expanding, they are not

graduating officers fast enough to keep

up with demand. It is thought that this

shortage is contributing to the number of

ships trading in CPP for the moment,

where the additional certificates are not

required. A large number of officers from

Eastern Europe have entered the trade

and this is helping the situation.

Ship demolition

In all projections, a scrapping age of 30

years is assumed; however, most of the

ships going to the scrap yards are, in fact,

younger. The majority of those scrapped
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in 2010 were between 20 and 30 years

old (103 ships and 2.3 million dwt). Only

21 ships totalling 281,000 dwt were 30

years of age or above.  

In Table 6 it can be seen that there is a

backlog of ships above 30 years of age

that are still trading. Of this backlog, the

majority are below 10,000 dwt – 139

ships or 91% of the number of ships (only

19% of total dwt). There are many of

these small ships trading domestically

where the age is not considered

important and others may well have

been scrapped without the information

being released internationally. 

Scrapping can be expected to maintain a

similar level during the next two years

assuming the market stays at the

depressed levels seen in 2010. This,

however, will have a minimal effect on the

total, and almost every ship built in 1995

(8.38 million dwt) or before would have

to be scrapped to compensate for the

expected deliveries in 2011 (8.25 million

dwt). 

The ‘Major’ chemical charterers impose

stringent inspection procedures on

owners that, while causing extra strain on

the officers and crew,

do enforce high

maintenance levels. As

the supply of ships

increases, the choice

offered to the

charterers also

increases, so they can

be more stringent with

inspections. This may

become counter-

productive as their demands on officers

during peak operational times causes a

reduction in efficiency in port. The

requirement for ‘Majors Approval’ has

almost certainly contributed to the swing

of ships into the CPP trades although

approvals are required there as well,

albeit not as stringent.

At the end of 2009 we could not see any

hope of recovery until 2011 or 2012.

There was such a backlog of orders that

it was difficult to be optimistic about

2010. We forecast a slow recovery in

2011 as being possible, as long as

ordering did not pick up too much pace

in 2010. There was certainly no

improvement in 2010.

The situation has not changed for the

better in spite of the lack of orders and

the cancellations. There are so many ships

with the chemical carrying IMO class

ability that any improvement in the

market will be quickly offset by the swing

back to chemicals from those ships now

in the CPP trade. 

A recovery towards the end of 2011 is

possible but not a certainty. There is a lot

of ‘swing tonnage’ with the IMO class

trading in CPP. Unless those trades

improve considerably, we do not see the

chemical and vegetable oil sector

improving in the near term.                                 

Charles Barton

Maritime Consultant
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Nutrition

In the pre-civilisation era, people used meat as their main

source of nutrition. They used green leaves, seeds, fruit and wild

plants for supplement. Their dietary style is now called the

‘Hunter-gatherer’s Diet’ or ‘Paleolithic Diet’. According to

reports, during the era, there were no signs of diseases such as

coronary artery disease or cancer, and very little sign of any

other diseases.

Since the advent of agriculture, people have increasingly replaced

the traditional diet with products of agriculture, such as grains,

fruit and vegetables. With the technological advancements that

have been applied to agriculture, people have fallen in love with

the sweetness of these products, especially sugar, refined grains

and grain products, and fruit.

In more recent decades, thanks to the national policies of the US

and other countries, which serve to protect their agricultural

production, people have consumed more grains and fruit, which

are abundant in carbohydrates.

During the same period, nutritional and medical professionals

have believed that carbohydrates are the best source of

nutrition. They reason that carbohydrates generate only 4 kcal/g

of energy, while fats generate 9 kcal/g and proteins 4kcal/g. Based
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on an individual’s daily energy requirement, carbohydrates can

afford the individual to eat a wider variety and a greater amount

of foods than if eating higher fat foods. 

Furthermore, nutritional and medical professionals alike have

also believed that fats are the cause of obesity/overweight,

cardiovascular diseases, stroke, cancer, and other disorders. They

have become ‘lipophobic’. At the same time, they are still unsure

of the impact on our health from using more protein for our

nutrition. They are somewhat ‘aminophobic’.

A majority of nutritional and medical professionals continue to

promote the consumption of carbohydrates, but not of fats and

proteins. Also, the latest Dietary Guidelines for Americans and

the food pyramid still recommend heavy consumption of

carbohydrates. 

Emerging evidence

In recent decades, we have encountered a rapid rise in the

number of difficult medical problems, especially

overweight/obesity and diabetes mellitus, as well as their

complications.

Concurrently, we have witnessed a growing number of cancers.

Until recently, fats had been thought responsible for the

development of cancers. Now, more evidence shows a link

between hyperglycemia and some, if not all, cancers. With better

design of research projects, we can expect that this link will

become apparent.

Most importantly, we must recognise and bear in

mind that excessive carbohydrate intake causes

hyperglycemia, diabetes mellitus, and

overweight/obesity. What we have known about

glucose and some, if not all, cancers so far is:

1. Cancer heavily utilises glucose for its rapid

growth.

2. Hyperglycemia is inflammator y and pro-

inflammatory. 

3. Inf lammation faci l i tates the growth and

proliferation (metastasis) of cancer.

4. Hyperglycemia promotes glycation both inside 

and outside cells and is implicated in genetic

mutation. 

5. Cancer facilitates glycolysis that increases non-

enzymatic glycation between glucose and proteins.

Applying the behaviours of cancers, we are able:

• to detect cancers, with radioactive tracer attached to

glucose derivatives, e.g. PET Scan tracer attached to FDG,

an analog of glucose, 18F-2-fluoro-2-deoxy-d-glucose; after

cancer cells take in the glucose analog, which is attached to

the tracer, PET Scan can locate the site(s) and measure the

size(s) of cancers; and 

• to develop carbohydrate-based cancer vaccines. 

Can we do something about preventing cancers in the first place?

While we are still unsure of the real cause(s) for ordinary cells

becoming cancer cells, we blame genes, inflammation, biochemical

reactions, physical irritation, infections, environmental pollutants,

fats, and many others for the initiation of cancer. 

Until recent years, we had never suspected carbohydrates to be

a possible cause. However, we do not have to become

‘carbophobic’. We just have to mindfully use carbohydrates.

While hoping that more research projects will focus on the

relationship between carbohydrates and cancer, several articles

already exist that implicate carbohydrates in the development of

various cancers.

Robert Su, Pharm B, MD

Author, Carbohydrates Can Kill

Printed with the author’s permission; the article can be read in full at

www.carbohydratescankill.com
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Peatlands are found in many parts of the world, with notable areas present in Canada, the former USSR, Europe and Southeast Asia.

They occupy about 3% of the earth’s surface and cover about 450 million ha of land. About 90% of peatlands are found in temperate

regions, with tropical and subtropical areas contributing the rest.

Peat is a versatile material. Since time immemorial, it has been excavated and used as fuel for energy and heating purposes. In some

temperate regions, this is still done today. Peat is also a good medium for horticultural practices and brings revenue to countries which

export it.

Peat soils require extra effort and input if they are to be used successfully for agriculture. In their original state, they are waterlogged

and pose serious problems for accessibility and crop cultivation. The fertility of peat soils is low. Yet, some countries – like the

Netherlands – have excelled in using them for agriculture.

The demands are greater in making use of tropical peatlands.

The inherent problems are similar to those of temperate

peatlands, but are compounded by high rainfall and

presence of deadly diseases such as malaria, which can be

rampant in waterlogged regions. Peatlands are therefore

not the favoured soil for farming in the tropics.

For some agrarian societies, the need to make a living

has driven families to make their homes in peatland

areas. This book, by Liew Suet Fun, tells us about the

life of communities in peatlands in Malaysia and how

oil palm planting has transformed their lives.

This is an edited version of the Foreword to the book.

The book, published in 2010, is available from the MPOC
headquarters
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The Sandakan Residency was situated on the first floor of a two-storey

wooden lap-strake building with a roof of belian wooden shingles. The

three of us were ushered into the Resident’s office. The Hon. Keith

Wookey got up from his paper-strewn desk to shake hands. 

He was dressed extremely informally in khaki shorts and a blue

aertex shirt. Mr Wookey had made two other concessions to the

oppressive equatorial heat. First, on a small table at his elbow a

rather incongruous bright blue electric fan oscillated to and fro.

Second, since the cavernous gloomy office had no ceiling, the

Resident had a 10-foot square of whitewashed kajang matting

hanging a few feet above his head. 

Colin Black introduced us: “John Galpine and I are but birds of

passage, Mr Resident. We will be returning to Singapore in a few

days. Leslie Davidson here will be staying on to develop our new

plantation. .... He’s been in the planting business for 10 years or so.” 

Turning to me he asked, “You speak some of the local lingos,

don’t you?” I confessed that I spoke Malay and that, in addition

I had, when stationed in Johore, passed the ISP examination in

the Chinese dialect Moy Yen Hakka: an achievement which had resulted in Unilever posting me

almost immediately to the Cameroons for a year.

“Our main purpose in calling on you Mr Resident is to introduce ourselves and to ask you to give us a

briefing on the local situation before we go up-river to visit our new concession,” Colin lied unblushingly.

His sole objective was in fact to persuade him to lend us his Government launch for our forthcoming trip

up the Labuk. 

John had arranged that we would take a Land Rover inland to the Gum Gum. This was a small creek,

navigable only by very small craft, which twisted its way down to Labuk Bay, thus cutting off a large part of

the sea journey. At Gum Gum we were to hire a small canoe, to take us through the bay and up the river

to the property. Colin had put his foot down very firmly. Nothing, he said, absolutely nothing, would
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persuade him to get into a dug-out and paddle halfway

across the Sulu Sea.  

“We’ll go and see the Resident,” he had announced. “I’ll

butter the old bastard up and persuade him to lend us the

Residency launch.” Colin skilfully guided the conversation

round to the subject of our trip. To his great relief, Mr

Wookey readily agreed to this. 

“There is one point however,” Mr Wookey added. “We

have, as an economy measure, got rid of the

cook/steward. Whilst we are on the Mantanani we live

entirely on local food.”

Since I had left Malaya for West Africa two years ago I had

not eaten eastern food. The very words were music to my

ears. John was equally enthusiastic. Our leader grew

ominously quiet however. 

“And now,” said Mr Wookey, “where shall we start our

briefing? Perhaps some background facts and figures about

the Residency, and then perhaps a word or two about the

history of the Colony and of the Labuk Valley in

particular….” 

The heat in the office was oppressive and I was finding it

very difficult to keep my eyes open. I had fully expected

Colin to bring our audience to a speedy close after we had

been promised the use of the Mantanani, but far from it. He

seemed, inexplicably, to be almost enjoying the briefing. He

even had his small red notebook out and was taking notes.

Mr Wookey noted this with a glance of approval. 

“And now,” said the Resident, “Let us consider civil

aviation. Here is a list showing the increase in the number

of passengers ….No need to write this down Mr Black, I

can let you have a copy of my annual report.”

Colin had stopped writing, however. He was sitting in his

chair, obviously quite entranced. He seemed to be hanging

on the Resident’s every word. I could hardly believe my

eyes. Colin leaned back, his fingers arched characteristically

under his chin. His eyes seemed to be fixed on a point just

above Mr Wookey’s head, as if he was trying to memorise

every word. 

I stole a quick glance at John. He had been a prisoner-of-

war of the Japanese and had survived a spell on the Death

Railway in Siam. As a result of his privations, John had a

well known propensity for dropping off to sleep at odd

moments. He was also leaning forward, peering at the

Resident short-sightedly through the thick lens of his

horn-rimmed spectacles. Not so much at the Resident

perhaps. Like Colin he seemed to be focusing on a point

just above the Resident’s head. I followed his gaze.

‘Fascinating briefing’

On the under-side of the kajang matting, a pair of

house geckos was behaving in an amorous fashion,

quite unsuited to the dignity of the British Raj. The

three-inch long lizards confronted each other eye-ball

to eye-ball. The one which was obviously the female

was swishing her tail to and fro seductively. The male

inched forward making lecherous undulating

movements with his torso.

“You understand of course…,” Mr Wookey was now

launched into the history of the Colony. 

The male gecko tried to dart into position behind the

female but, with a clever flick of her flirtatious tail, she

eluded him. The eye-ball to eye-ball confrontation

recommenced.

“The tobacco industry in North Borneo was started

mainly by Dutch Planters from Java and Sumatra. The

Tungud concession which you have purchased was leased

in November 1887, in the first instance to the Borneo

Sumatra Company, on a 999-year lease ....,” Mr Wookey

was warming to his subject. 
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The male gecko now resorted to the last tactic of

frustrated lovers of all species. He pretended he had lost

interest. He wandered off and looked hard at a small

moth. The female twitched her tail seductively a couple of

times and the male was persuaded to return to the fray.

“The tobacco industry in North Borneo and indeed,

throughout the Far East, was virtually killed off by the

import tariff imposed by President McKinley of the USA,

in the early 1890s....”

This time the male gecko was successful. He made a feint

to the left, then darted in from the right. He manoeuvred

behind the female, grabbed the back of her neck and

wriggled into the coital position. 

“Perhaps a word or two about the development of the

barter trade with Indonesia and the Philippines?” asked

the Resident.

“Most interesting,” he was assured.

The two lizards were now copulating furiously above the

Resident’s head. The female finally chirruped loudly and

shuddered. In her frenzy she shook the male loose. He

twisted in mid-air and landed with a plop on the

polished surface of the Resident’s desk. He casually

flicked it off like someone flicking the ash off a cigar. The

lizard landed on the floor, and scuttled off into a corner,

probably reflecting that sex would be the death of him

one of these days.

“Well now, the barter trade has been going on for many

years. The basis of it…” 

“My God!” exclaimed Colin, jumping to his feet and

looking at his watch, “I had no idea it was so late...We

must not keep you from your duties a moment longer Mr

Resident. I really cannot remember when I enjoyed a

more fascinating briefing.”

As we were about to get into the taxi to go back to the

hotel, Colin whipped out his red notebook. He tore out

the page he had been writing in. The reason for our

leader’s apparent fit of conscientiousness now became

clear. 

“Here Leslie, take this list down to the Cold Storage

before it closes. I want you to buy all these items and have

them put on the Mantanani before we sail tomorrow

morning. You planters can eat that local rubbish if you like,

but if I’m going to be three days on a boat on a jungle

river, I want to make sure I have some civilised food with

me.”

Mr Black’s idea of civilised food was interesting. He was a

man of catholic tastes, and obviously, he was on a largely

liquid diet. His list read:

4lb smoked salmon; 6 tins sausages; 6 tins baked beans;

4lb cheese (Brie); 3 pkts sweets (Liquorice Allsorts);

3 tins cream crackers; 6 bottles white wine (Chablis); 

6 bottles red wine (Claret); 3  bottles whisky (Cutty Sark);

2 bottles gin (Gordons);  24 bottles beer (Anchor);

12 bottles each, tonic/soda water (Schweppes)

I was going to have an interesting half-hour with the

Chinese shopkeeper. What was the Chinese word for

Liquorice Allsorts, I wondered? 

Datuk Leslie Davidson

Author, East of Kinabalu

Former Chairman, Unilevel Plantations International

This is an edited chapter from the book published in 2007. The book may

be purchased from the Incorporated Society of Planters: email

isphq@tm.net.my
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