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Since its introduction in Malaysia over a century ago, the oil palm
has become a symbol of opportunity for millions of Malaysians.
Many recognise the industry’s domestic role in uplifting the
landless and others out of poverty and its global role in
supplying a vital food source.

Further development of the industry is a critical component of
Malaysia’s National Key Economic Areas, with its contribution to
the Gross National Income expected to increase to RM178
billion in 2020, compared to RM52.7 billion in 2009. 

Yet, challenges are being mounted in Europe – and possibly now
in Australia – through discriminatory labelling of palm oil in food
products, purportedly to protect the environment. As Malaysia
has argued and will continue to argue, many of these efforts are
based on misunderstanding and unsubstantiated claims by
environmental groups.

Any myopic provision toward mandatory labelling of palm oil
will harm producer countries in developing world. At the same
time, food manufacturers and consumers in the countries
sponsoring such legislation will be affected by way of additional
cost burdens, restriction of choice and potential risks to human
health.

It is instructive to recall the origins of trans fats, which can be
traced back to previous campaigns against tropical oils
including palm oil. These erroneous attacks resulted in the
replacement of palm oil with hydrogenated oil that turned out
to be a silent killer. 

Similarly, today’s campaigns against palm oil risks forcing the end-
user to turn to other, less understood and potentially hazardous
replacements.

On a wider front, labelling laws represent a significant threat to
bilateral relationships. Such provisions seek to create prejudice
towards the products of developing economies, and in turn
hinder growth and free trade. In Malaysia’s case, palm oil makes
up 5% of the total exports to the EU. 

Unfettered market access between economies will benefit
businesses and consumers worldwide. Governments should
therefore turn their focus to supporting economic development
and investment. Removing barriers to trade will manifest itself in
significant benefits all round.

The war against palm oil continues to be waged in other guises
on other fronts but there is one commonality in every battle:
False claims are floated, like balloons filled with hot air, in the
hope that constant repetition will influence the choices of end-
users. 

The industry must, just as tenaciously, shoot down every such
balloon with facts that are repeated loudly and confidently, for as
long as it takes to overcome every negative campaign. No
quarter will be give, and none should be expected.

Dr Yusof Basiron

www.ceopalmoil.com

Global Oils & Fats Business Magazine 
Vol 8 Issue 1 (Jan-Mar 2011)

Check us out online at www.mpoc.org.my
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Employing the tiniest of fine print, food

package labels have always been complex to

read. And it promises to get worse – this time

for the palm oil industry, as regulations loom on the

environmental front.

Malaysia’s Minister of Plantation Industries and

Commodities, the Hon. Tan Sri Bernard Dompok

described the ongoing movement in Europe to shift

the goal-posts in palm oil trade, and in Australia to

mandate labelling of palm oil in food products, as

unfairly singling out the commodity for scrutiny.

The European Parliament is debating amendments to

the Food Labelling Bill, while Australia is considering

enacting the Truth in Labelling – Palm Oil Bill 2010.

“It is yet another campaign orchestrated by

environmental NGOs seeking to influence consumer

behaviour and dictate company sourcing policies,” Tan

Sri Dompok said in an interview.

This is because environmentalists are basing their

campaigns on unsubstantiated claims that forests are

being indiscriminately cleared for oil palm cultivation

and in the process destroying wildlife habitats, in

particular that of the orang utan. 

Europe’s Renewable Energy Directive (RED) already

discriminates against the use of palm-based bio-

diesel, compared to competing oils. Furthermore, the

European Union (EU) is considering factoring in

land-use change requirements when determining the

sustainability value of palm oil, among other

vegetable oils. The aggregate of these two measures

is a disadvantage to palm oil from the perspective of

its use as a source of renewable and sustainable form

of energy. 
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“Malaysia has
demonstrated a firm

commitment to
conservation and

protection of its forests”
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The palm oil industry is an important pillar in

Malaysia’s economy. The industry contributed

RM62.7 billion (US$21.09 billion) to export earnings

in 2010. In addition, it employs close to one million

people and has contributed immensely towards

raising the income levels of the rural and agriculture

sectors.

Australia’s intended rules will single out palm oil as

the only product to be mandatorily labelled for

reasons other than health. Malaysia will raise the

issue in July, during an official mission led by Tan Sri

Dompok. 

“I will communicate directly to the highest levels of the

Australian Government the unfair and biased attack

they are waging against such an important industry. This

action against palm oil has direct implications for

regional trade relations,” he said. 

“This is conveniently overlooked by activists

opposed to palm oil, but the fact remains that

without the prosperity afforded through oil palm

development, pover ty alleviation would be

significantly less sustainable. It is our intention to

bring this message to key government leaders, and

to ask that they categorically reject the attacks

against the industry and drop the campaign against

palm oil. 

“Malaysia has demonstrated a firm commitment to

conservation and protection of its forests. While

environmentalists are a particularly shrill constituency, it

is our hope that the welfare of Malaysians and

Australians will be put before the interests of a highly

vocal minority.”

The Hon. Minister also responded to related concerns.

Edited excerpts of the interview follow.

Cover Story
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With a food crisis threatening global growth,

are such developments untimely?

Commodity prices are rising globally,

complemented by increasing demand. In addition,

supply shortages put fur ther pressure on existing

stocks. Introducing unsubstantiated regulations will

impede market access and will have a detrimental

impact on consumer prices. In this regard, the

labelling debate in Australia will have a significant

impact on its consumers, as they will be denied a

source of food that is competitively priced and

nutritional.

However, the Australian debate is not occurring in

isolation; other effor ts are being made globally to

apply political pressure on the major producer

countries, Malaysia and Indonesia. These

campaigns, while targeting the expansion of palm

oil, are actually attacks on the development

strategies of the two countries, and ignore the

organic global demand for vegetable oils that palm

oil satisfies. 

Unfortunately, this is also occurring with important

international institutions. The World Bank has

undertaken new guidelines that do not prioritise the

needs of smallholders but which endorse NGO

criteria that will harm the future of the palm oil

industry. The new guidelines are devoid of

acknowledgement of the need for countries like

Malaysia to continue agriculture development to meet

domestic and international demand. 

At a time when there is a rise in both world

population and commodity prices, it is important that

a production increase be supported through open

trade.

“These campaigns, while
targeting the expansion of
palm oil, are actually attacks
on the development strategies
of the two countries, and
ignore the organic global
demand for vegetable oils
that palm oil satisfies”
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Do you consider this to be a major trade

barrier in the making?

Palm oil is being wrongly characterised in the media

and the political sphere due to inaccurate information

promoted by environmental NGOs. There are also

competing producers who stand to benefit from

limiting palm oil’s market access, especially agriculture

producers in the West who have long benefited from

highly interventionist policies that distort trade in

favour of shielding domestic producers from foreign

competition.

However, allowing environmental concerns to be

cited as justification will reverse decades of healthy

growth in trade and global economic integration. In

addition, this is against the spirit of open trade

expounded under the ambit of the World Trade

Organisation.

This is compounded by the fact that palm oil is being

unfairly targeted due to its competitive advantage

and the desire of radical environmental organisations

to halt economic development in the developing

world. 

How are Malaysia and Indonesia cooperating

to counter the attacks?

Malaysia and Indonesia together account for more than

90% of the global supply of palm oil. We recognise the

importance of cooperation and share mutual concerns

about the veracity of Western NGO campaigns against

the industry and the efforts of some of our trading

partners to impose interventionist trade policies.

We are both fully committed to the continued

development of the sector to meet increasing

“We are both fully
committed to the
continued development
of the sector to meet
increasing demand for
vegetable oils and fats
worldwide”

Cover Story
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demand for vegetable oils and fats worldwide. A Joint

Task Force has been established to coordinate our

response to unsubstantiated allegations and counter

them through measures to promote the image of

palm oil.

Do you foresee other producer countries

joining in?

We feel strongly that we must support companies and

industry stakeholders in key regions such as Africa in

their development and growth. Africa is currently

experiencing a boom in investment, while new

opportunities are emerging in South America.

We are also equally concerned about ensuring that

these new producers are able to operate without

interference from NGOs and trade barriers. This is one

of the reasons we are so concerned about the

direction the World Bank has taken. Whereas Indonesia

and Malaysia have limited land available for future

expansion of oil palm, countries in Africa and South

America have enormous potential but are being

excluded from World Bank support and Western

markets due to rules against land conversion.

The World Bank has lifted an 18-month global

ban on lending for new oil palm investments.

What are the challenges ahead?

While the World Bank’s decision to lift the moratorium

on lending is a step in the right direction, our primary

concern with the direction of its new framework

remains. The new standards set for lending represent

the views of environmental organisations that were

instrumental in the establishment of the moratorium,

and fail to account for the needs of smallholders and

the poor.

For instance, the Roundtable on Sustainable Palm Oil

(RSPO) is specifically endorsed by the Bank for

demonstration of compliance, ignoring entirely the

important role of national certification standards. It

should also be noted that the International Finance

Corporation, the private lending arm of the World

Bank, is a member of the RSPO. This brings into

question the impartiality of the new framework.

Furthermore, the new framework ignores the national

development strategies of palm oil producing countries

and their right to develop land identified for agricultural

purposes. As a lending organisation tasked with alleviating

poverty and supporting economic development, it is

entirely contradictory for the World Bank to impose

lending rules that directly undermine the successful

development strategies of recipient countries.

Industry players who have complied

voluntarily with the RSPO’s sustainability

criteria have been left frustrated by a change

in direction. Please comment.

Malaysia has been supportive of the RSPO since its

establishment in 2004. However, industry leaders and

the government are increasingly concerned that the

organisation does not reflect its original values and

mandate. There has been a concerted effort to

diminish the role of producers within the organisation,

undermining a critical aspect of the organisation as a

voluntary, consensus-driven association. 
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It is increasingly used as a tool by environmental

NGOs both within and outside its membership

to push for RSPO as the only certification

option and for additional stringent sustainability

criteria.  This strategy will effectively harm the

demand for, and supply of, palm oil. 

We remain committed to the spirit of intent

behind the RSPO, while seeking to ensure the

rights of planters and smallholders in particular

are equally respected.

Are our smallholders ready to take on

sustainability criteria?

In the face of challenges posed by such

criteria and the administrative costs that go

along with this, smallholders have proven the

sustainability of their production processes

time and again.

Just recently, smallholders associated with the

Federal Land Development Authority were

certified under the International Sustainability and

Carbon Certification system, a German system

developed to certify bio-fuel sources for

compliance with European criteria. Despite the

high wall erected against palm oil in Europe via

RED, our smallholders have proven that they can

meet the standards. This contradicts the

allegations consistently made by environmental

NGOs.

MPOC

“ S m a l l h o l d e r s
have proven the
sustainability of
their production
processes time and
again”
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European environmental activists wage their assault

on the palm oil industry on many fronts. Consider

the latest, in the form of food labelling. Critics are

trying to manipulate labelling laws in a blatant effort to

discriminate against palm-based products from Southeast

Asia.

The European Union (EU) is currently revising food

labelling laws in effect throughout the community. The

stated aim is to offer enhanced, simplified nutritional

information to consumers, while mitigating the costs to

business. No one should oppose reasonable labelling

requirements that enhance consumer welfare and are fair

to all stakeholders. 

But a coalition of Socialist and Green Party Members of the

European Parliament, working with a handful of Liberals on

the Parliament’s Environment, Public Health and Food

Safety Committee, are promoting a radical and unjustifiable

scheme that will codify a discriminatory measure against

plant-derived oils, including palm oil. They are advancing a

provision that would mandate the labelling of vegetable and

fruit oil sources. 

The provision was recently approved by the Committee on

Environment, Public Health and Food Safety as an

amendment to the food labelling regulation, and will now be

considered along with other amendments in negotiations

between the EU Commission, Council and Parliament. Both

the Council and the Commission have already stated their

opposition to mandatory oils/fats origin labelling on the

basis of its cost and impracticality, as this will also have an

impact on Europe’s food industry and consumers.

On first appearances this measure seems less harmful to

the palm oil industry than Australia’s irresponsible and

22853 Food Label_2_Layout 1  6/10/11  10:35 PM  Page 13
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unjustifiable Truth in Labelling - Palm Oil Bill 2010. But the

official reason for the measure in Europe mirrors the anti-

palm oil campaigns of environmental NGOs. 

And as with the measure in Australia, the European campaign

is a collaborative effort between the NGOs and zoos that

have been lobbying Parliamentarians for the measure

expressly in relation to palm oil. The European Association of

Zoos and Aquaria has made no attempt to disguise its efforts

as anything other than a direct attack on palm oil.

According to the rationale offered by European Socialists:

Consumers must be appropriately informed with regard to the food

they consume and recognise that their decisions are influenced by,

inter alia, health, economic, environmental, social and ethical considerations.

The use of certain vegetable oils (e.g. palm oil) in food products results

in the harvesting of plants which may be associated with serious

negative environmental consequences (e.g. deforestation or the

destruction of the orang utan habitat). Consumers have the right to

know if these ingredients are contained in the products they purchase.

It is clear that the measure is not designed to deliver

enhanced nutritional information to consumers. The

rationale is purely

environmental, even when it is

questionable. 

In Australia, the Malaysian Palm

Oil Council (MPOC) sought to

correct these misconceptions

during a hearing before the

Australian Senate Committee

on Community Affairs. MPOC

CEO Dr Yusof Basiron not only

emphasised the industry’s

efforts to improve production

processes of palm oil, but also

the long history of conservation

that it has financed. 

As he stated: “Malaysia pledged

at the United Nations’ Rio Earth

Summit in 1992 to retain at

least 50% of its land area under

forest. In addition, plantation

crops are only permitted on land set aside for agriculture.

Malaysia has greatly exceeded its pledge, considering that

56% of its land is under forest. …For every hectare of oil

palm grown, the country preserves four hectares of

permanent forest, which is a very healthy balance in terms

of land-use policy.” 

Indeed it’s ironic that Europe of all places would support

such a measure. European countries decimated their forests

in the 18th, 19th and 20th centuries. And today Europe has

nowhere near the level of forest cover as Malaysia. So on

what reasonable grounds could such a continent

discriminate against a nation that protects the majority of its

forest land?

The promoters of labelling also argue that growing oil palm

prompts widespread destruction of wildlife habitat,

including that of the orang utan. But any fair labelling effort

would have to trumpet Malaysia¹s multiple industry-funded

conservation efforts, including orang utan sanctuaries. Oil

palm expansion is severely constrained by these

commitments. Despite this, both government and industry

continue to offer complete support.

Unproductive move

Origin labelling is at best unnecessary. Vegetable and fruit

origin labelling does little to inform the average – or even the

highly informed – consumer. ‘Saturated fat’, ‘Unsaturated fat’

and ‘Trans fats’ are all already identified and measured for the

consumer, independently of specific vegetable origin labelling.  

Indeed, if nutritional concerns genuinely motivate the labelling

lobby, it would insist on promoting the many beneficial effects

of palm oil consumption. Palm oil is far more nutritious and

vitamin-dense than rapeseed, soybean and other vegetable

oils. It is an important source of tocotrienols and beta-

carotene, contributing to cardiovascular health and staving off

neuro-degenerative disorders.

Furthermore, only those who have very little understanding

of the complexities and intricacies of the global oil and fats

market could believe that origin labelling can be enacted

without severe negative repercussions on producers and

consumers alike. Identifying the specific fruit or vegetable oil

will only add a burden to industry and limit sourcing policy.
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Labelling advocates seem unaware of the significant

potential for major supply disruptions. It is telling that the

EU’s Oil and Proteinmeal Industry (FEDIOL) and the

International Margarine Association for the Countries of

Europe (IMACE) are opposed to the labelling provision. The

industry understands that the measure would severely

restrict flexibility in sourcing policies.

Due to the high cost of changing labels and segregating

supplies, which will be required under a strict origin labelling

requirement, FEDIOL and IMACE will be unable to engage

in sourcing policies that ensure that prices are kept low.

European markets would also be unable to respond to

supply shocks in a timely or cost-effective manner by

sourcing alternative supplies.

This was confirmed by testimony before the Australian

Senate Committee on Community Affairs. The Australian

Food and Grocery Council asserted that mandatory

labelling of palm oil would represent an unnecessary cost

burden, and that the measure would have no positive

impact on the environment or economic development.

What’s more, in Brussels the European Association of Food

and Drink Industries is against any origin labelling, as this

does not take into consideration the fluidity and the

dynamic nature of the market. 

FEDIOL and IMACE also highlight that the measure is an

assault on core intellectual property rights. Mandatory

vegetable origin labelling would expose oil/fat formulation

blends, which are the strict property of businesses and are

valuable trade secrets.

As industry participants are well aware, the specific

composition of vegetable oil blends for spreads and

processed foods is generally kept between oil/fat blenders

and the businesses they source. Undermining this

confidentiality imposes an unjustifiable burden on industry.

Industry participants will be reluctant to innovate via

partnerships and cost-saving cooperation.

Different growth-model

It’s worth noting that the labelling campaign is being

advanced by campaigning organisations that have attacked

businesses that source palm oil. NGOs such as Rainforest

Action Network, Friends of the Earth and Greenpeace

target companies that source palm oil.

Far from seeking to inform consumers as to the nutritional

properties of food products through vegetable oil origin

labeling, the measure is being advanced to penalise

Malaysian palm oil. By using tools like the World Wildlife

Fund’s ‘Palm Oil Buyers Scorecard’, these organisations

target companies that have not adopted their politicised

sourcing policies, and apply pressure on developing world

industries by turning customers against them. This is

immoral, unethical, and is bad for European consumers and

the developing world’s prosperity.

Indeed, considerations of the developing world’s economic

and social needs are clearly lacking in regulatory efforts of

this kind. European policy makers seem to believe that all

nations and regions will develop as they did – that is, by

destroying nature as they industrialise and grow.

But Malaysia and other nations in Southeast Asia are

following a different model. They are committed to raising

living standards for all their people, and providing jobs and

educational opportunities for all who want these. Millions

of men and women base their livelihood and future on

the oil palm industry and its progress. Many millions more

satisfied customers across the globe have come to

depend on safe, reliable and affordable palm-based

products.

At the same time, Malaysia refuses to foul its nest in the way

that Europe did during its industrial history. That’s why the

oil palm industry has taken great pains to protect forests,

wildlife habitats and other natural endowments. This has

been done knowing that economic growth and

environmental protection can indeed go hand in hand.

The activists and their supporters who are targeting the oil

palm industry seem to think economic development and

environmental stewardship are at odds. It would be best if

they step aside and allow Malaysia to set an example for the

world.

MPOC
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The Truth in Labelling – Palm Oil Bill 2010 is currently

before Parliament in Australia. Its main considerations are

prompted by environmental activists’ claims that:

• Consumers have a right to be provided with accurate

and truthful information to enable them to make an

informed choice about the products they are purchasing

and eating.

• Allowing palm oil to be listed as a ‘vegetable oil’ on food

packaging would mislead consumers.

• The impact of palm oil production on wildlife, specifically

the orang utan in Southeast Asia, is significant unless

done sustainably. 

• Sustainable palm oil can be produced with low impact

on the environment and wildlife and with better labour

laws on plantations.

• Manufacturers should be encouraged to use sustainable

palm oil in their production process and subsequently

label products as having ‘Certified Sustainable Palm Oil’

(CSPO) status.

The Malaysian Palm Oil Council (MPOC) was one of

several parties that presented testimony on the Bill to the

Senate Community Affairs Committee in April.

At a hearing held in Canberra, MPOC CEO Dr Yusof

Basiron spelt out the consequences of the Bill for

Malaysia and its oil palm sector. He corrected NGO

allegations against the industry and demonstrated the

negative impact that labelling would have on

producers. 

His presentation can be read in full at: www.theoilpalm.org –

an updated version follows.
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In April, the National Secretary of one of Australia’s

most influential trade unions said that his union would

not support the government if just one of the members

of his union loses his or her job as a result of the carbon

policy. Other unions have made similar statements. 

The MPOC and indeed the Malaysian government take

the same view when the livelihood of some 570,000

Malaysians is threatened. This Bill, and the campaign

that has been associated with it, has that potential. Like

your trade unions and like your constituents, the

Malaysian palm oil industry will act to protect the jobs

and livelihood of workers and their families.

This Committee and through it, the Parliament of

Australia, will have before it fact, not fiction; truth, not

wild allegations; and the views of workers, not these

who presume to understand their day-to-day life. In

short, our focus is on the human face of the industry.

Truth in labelling should be driven by health issues,

not political expedience, which is behind some of the

campaigns revolving around this Bill. It may give the

adherents and supporters of Greenpeace and the

World Wildlife Fund (WWF) a great degree of self-

satisfaction as they sip a skinny latté. But to

Malaysians and their families, this is a threat to their

very survival. Do Greenpeace and WWF want to keep

people in poverty? Do they view Malaysians as

participants in some sort of case study?

The Malaysian palm oil industry is committed to

sustainability and growth. The absence of sustainability

would inhibit growth. Without growth, the lives of

workers and their families would not improve.

Don’t those who work in this industry have the right – and

the opportunity – to improve their way of life? Don’t they

deserve the dignity of providing for their families? Don’t

they, and their children, deserve a more prosperous

future?

Forty-three percent of oil palm plantations are owned

by smallholders. Oil palm companies, meanwhile, have

invested significantly in schools, roads, water supply

and hospitals for workers. The industry directly employs

over half a million Malaysians. Hundreds of thousands

more rely on these incomes.

Our nation is not resource-rich like Australia. We do not

have mountains of iron ore and other minerals to underpin

our national economy and the prosperity of citizens.

Palm oil is a major commodity and the largest

agricultural export in our economy. Malaysia is the

world’s second-largest exporter of palm oil. We have

developed markets and we have grown the industry

sustainably and for the betterment of our people. It

is an industry of which we are proud and one that

we intend to grow further. 

Objections to the Bill

I wish to object to this Bill because it seeks to classify

palm oil as a single generic product based on the

environmental impact of production methods, without

differentiating between countries of origin. This is

extremely misleading and defeats the stated purpose of

the Bill, which is to protect the environment.

I note that the Bill recommends the use of sustainable

palm oil – or CSPO – marking to indicate sustainable

oil as a differentiating factor between countries or

modes of production. I would note that the process of

being certified under the Roundtable for Sustainable

Palm Oil is very costly for smallholders. 

Any labelling of palm oil, whether indicated as

sustainable or not, will significantly harm the Malaysian

palm oil industry when combined with the amply funded

anti-palm oil campaigns led by western

environmentalists.

The greatest impact of the Bill will be to single out

palm oil as the only product in Australia to be

mandatorily labelled for reasons other than health

or nutrition, and to severely hinder the Malaysian

Government’s attempts to utilise palm oil as a

means of alleviating poverty.

Livelihood under Threat
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Comment

Misleading claims

MPOC considers the Bill to be based on misleading claims

and erroneous statistics. It is directly aimed at harming the

Malaysian economy.

In reality, the Bill will have no benefit for the

environment, forests or orang utan populations in

Malaysia. It is unfortunate that the orang utan has been

used – or, more accurately, misused – in this debate.

The oil palm industry is not a rapacious destroyer of

either forests or orang utan. We have been accused of

this, we have been pilloried for it – and it is completely

inaccurate.

I will briefly respond to the main claims to highlight the

disingenuous nature of this piece of legislation. 

1. Environment: Oil palm cultivation does not cause

deforestation in Malaysia

Malaysia pledged at the United Nations’ Rio Earth

Summit in 1992 to retain at least 50% of its land area

under forest. In addition, plantation crops are only

permitted on land set aside for agriculture. 

Malaysia has greatly exceeded its pledge, considering

that 56% of its land is under forest. Large tracts of forest

are preserved permanently. For every hectare of oil palm

grown, the country preserves four hectares of permanent

forest, which is a very healthy balance in terms of land-

use policy. 

The Government and the oil palm industry are actively

advancing programmes to protect the orang utan in

Sabah and Sarawak, where at least 50% of the land

area is maintained as permanent forest. The two state

governments have gazetted a number of forests known

to contain large populations of orang utan, as wildlife

sanctuaries, national parks or forest reserves. 

Leading conservationists have noted that the primary

threats to the orang utan in Borneo come from poachers,

hunting by local people, poor enforcement of conservation

laws, and mining. 

2. Sustainability: The oil palm is an eminently viable

plantation crop

It produces more oil per hectare of land, requires less

fertiliser, generates 10 times more energy than it utilises,

and sequesters more carbon than other major vegetable

oil crops. Palm oil also returns a higher income per

hectare than almost any other agricultural crop.

3. Nutrition: Palm oil has significant health benefits

While proponents of this Bill have made much of the

saturated fat content of palm oil, I note that Australian

consumers already have access to the total saturated

fat content of foods through the nutrition panel. Furthermore,

palm oil is free of trans fatty acids, which have been

banned by many sub-national governments in the US

as being more harmful to heart health than saturated fats. 

I find it strange that proponents of this Bill would seek to

mandatorily label palm oil on nutritional grounds at all

when such a move – in combination with the anti-palm

oil campaigns – is more likely to harm Australian

consumers' health than improve it.

In conclusion, I wish to endorse the formal policy of the

Australian Government and Department

of Foreign Affairs to support the

development of countries in the

ASEAN and APEC economies by

facilitating and promoting growth,

trade and investment. I ask that

the Committee sees fit to continue

this policy for the sake of the

Malaysian people. 

Dr Yusof Basiron

CEO, MPOC

At the time this magazine was being

printed, the Community Affairs

Legislative Committee of the

Australian Senate in Canberra

decided against the Bill being

passed.
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Announcement 

The Malaysian Palm Oil Council (MPOC) has harnessed new

media to spread the word on how palm oil contributes to

sustainability, food security and societal advancement. 

In March, it launched The Oil Palm, – a website that highlights the

industry’s positive contributions to global economic

development and food security, and counters propaganda by

environmental NGOs.

In announcing the initiative, CEO Dr Yusof Basiron said: “The

Malaysian palm oil industry employs more than 570,000 people,

more than 40% of who are small farmers. The industry is a leader

in protecting the environment. Malaysia has set aside over 50%

of its land for primary forest conservation and uses only 23% of

land for agriculture. 

“Yet these positive contributions to society often go unnoticed,

or worse, are denigrated by environmental NGOs. The website

will help ensure their campaign of misinformation does not go

unchallenged.”

Palm oil is integral to lifting the developing world into its own

growth trajectory, one rooted in sustainable development.

Indeed, countries in every region – from Southeast Asia and

Africa to the US and Europe – rely on palm oil imports to

create, buy and sell consumer goods.  

From vegetable oils to high-yield, energy efficiency pellets, palm

oil is embraced because of its high quality, high efficiency and low

cost. And as one of the most energy-efficient sources of

renewable energy, palm-based bio-fuel delivers a new and clean

source of sustainable power.

The website offers a new resource for updates on Malaysian palm

oil through news reports, blog commentaries and industry-related

data. For instance, recent blogs took on two current issues:

• Food security: It argued that this can be achieved by investing

in palm oil, but noted that the World Bank has redefined its

lending criteria for oil palm development. This will affect

expansion of the industry and prevent support for national

cer tification schemes, and consequently keep an essential

food out of reach of the poor.  

• Renewable Energy Directive: The European Union’s

protective legislation will limit imports of unsubsidised and

cheaper bio-fuels – such as Malaysian palm-based bio-fuel –

to preserve the regional market for subsidised and more

expensive bio-diesel processed from European rapeseed.

Intensive promotion
The website uses social media, through Facebook and Twitter

pages. Previously silent supporters of palm oil worldwide now

have a platform to express their views. One follower wrote: ‘We

use palm oil for goat-milk soap-making. Very high in fats that

saponify into excellent skin care products!’

The Oil Palm has been marketed among Internet users in

Malaysia, Indonesia, the UK and the US. The advertisements have

been viewed by several hundred thousand readers of the New

Straits Times, Star, Jakarta Post, Jakarta Globe, New York Times’ Green

Inc Blog and The Guardian’s Environment Blog. 

Advertisements were placed on the Brussels-based news

sources Euractiv and EuroPolitics during the EU Sustainability

Week in April – two sites that reported and promoted palm oil-

related issues and events during the period. Pro-palm messages

were also posted on sites that published baseless attacks against

the industry.

Check out The Oil Palm at www.theoilpalm.org, sign up to the

Facebook and Twitter pages, and tell everyone about what the

website has to offer. 

MPOC
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Markets

As happens each year, industry players had looked to the Price

Outlook Conference (POC) in Malaysia to set directions for the

edible oils market. Within 24 hours of the conference ending,

however, there was a huge correction in the market that created

panic in the industry.

The ear thquake in Japan wreaked fur ther havoc on global

markets. Both the Malaysian market and CBoT fell. The silver

lining was that, since most of the destinations were

uncovered, the low prices enabled the finding of destination

business. This was the case for Pakistan’s imports of edible

oils.  

Pakistan’s arrival figure in January was about 238,000 tonnes,

which was a record. But in February, this dropped to about

81,000 tonnes primarily because of high prices and huge

carryover. 

When markets collapsed immediately after the POC in March,

Pakistan again became an active buyer. Based on SGS export

data, 110,400 tonnes had been shipped in up to March 25. We

expect Pakistan to buy a good volume in April, possibly about

150,000 tonnes.  

However, a slowdown will occur in May and June because these

are the peak summer months and eating habits will change,

particularly in rural areas. People eat fewer cooked meals and go

for yogurt and mangoes instead. From July-September, we

should see the import volume rising to satisfy demand during

the month of Ramadan.

In 2010, Pakistan’s overall imports of edible oils stood at 1.93

million tonnes (Table 1) compared to 1.79 million tonnes in

2009 (Table 2). This reflected a growth of about 8% year-on-year.

We expect the same growth in 2011.
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Since the import of soybean oil is not workable in Pakistan due

to tariff issues, oilseed imports have increased considerably. In

2009, Pakistan imported 976,083 tonnes (Table 3) and in 2010,

this went up to 1.16 million tonnes (Table 4), representing

growth of about 20%.

On market fundamentals, we believe that the production cycle

is increasing in Malaysia and Indonesia. This will put pressure on

prices as stocks will go up. However, external factors are

reasonably strong, particularly in terms of the crude oil prices

due to the crises in the Middle East.

On the soybean oil front, there is a battle for acreage between

corn and soybean. There is a general feeling that corn will take

the lead. If this happens, soybean oil prices may not come down.

Overall the macro indications are that markets have the

potential of sustainability at current numbers.

A Rasheed Janmohammed

Vice-Chairman, Pakistan Edible Oil Refiners Association

Director, Westbury Group of Companies, Pakistan 
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Markets

‘Masterji’ or Ch Keshava Rao of Dosakayalapalli village, some

40km from Kakinada in East Godavari district, India, has been

growing oil palm on 10ha of land since 1996. He grows paddy

on another 10ha and coconut on another 2ha. 

But he is happiest with his oil palm plantation in view of the

returns he gets. 

“I get around Rs 30,000 a hectare a year. In paddy, I get some Rs

18,000 a hectare only. But more than this, I need not worry about

labour, rushing to Agricultural Produce Marketing Committee

yards or looking for buyers,” said the 70-year-old farmer. 

NK Arora, Corporate Head (Palm Business) of Ruchi Soya

Industries Ltd's Oil Palm Division, said about 13,000 farmers

have taken up oil palm cultivation in and around Peddapuram

mandal of East Godavari district. 

‘Masterji’ and Arora were among a cross-section of people who

interacted with journalists taken on a company-sponsored trip

to the division's corporate office in Peddapuran. 

“In the last couple of months, interest in oil palm has increased,

since prices of crude palm oil (CPO) in the global market have

increased. This helped farmers to get Rs 7,069 a tonne for a

fresh fruit bunch (FFB) in February,” says Arora. 

The scenario is different from the one that prevailed three

months ago when some farmers uprooted their oil palm

plantations. 

Prices for FFB are fixed every month based on the average

CPO price. For each FFB, the farmer gets 12% of CPO price

plus 33% of the realised value of palm kernel that makes up 9%

of the FFB.
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“The prices have been worked on the assumption that the oil

extraction ration from FFB is 18%. However, the ration is around

17.5%,” Arora said. 

Support price sought

When a grower opts to cultivate oil palm, he or she will have to

put up with the maturity period of three years. Oil palm begins

to yield from the fourth year and productivity peaks from the

seventh year until the 25th year. 

In the first two years, farmers can earn through inter-cropping in

which banana is perceived as the best choice. Farmers also get a

subsidy for drip irrigation and micro-nutrients, in addition to Rs

21,000 for four years, if they opt to grow oil palm. 

“Ruchi gives an incentive of Rs 2,000 a hectare for drip

irrigation,” said Arora 

Not just that, once a farmer sells FFB to a miller, the payment is

credited within a fortnight to his or her bank account. Sales are

made at collection centres from where FFB are

transported to crushing units. 

“If growers can get through the initial period,

oil palm is the best bet since it is trouble-

and hassle-free,” Arora said, adding that

assured returns to growers are a must. 

“We expect prices for March to be

lower by at least Rs 200 since global

prices have dropped. There should be

no problem as long as prices stay

above Rs 6,000 a tonne. But

below that, it could spell

trouble.”

One way of sustaining farmers’ interest in oil palm

and making them take proper care of the crop is to

ensure a minimum support price (MSP). 

“If the government can fix a MSP between Rs 6,000 and Rs

7,000 for a FFB, it will bring in tremendous change. If market

prices drop below the MSP, the government could step in and

pay the difference. If prices rise, then the millers can foot the

difference,” said Arora. 

A grower said: “Two years ago, the Andhra Pradesh government

came up with the Market Intervention System. This was to

ensure remunerative price for growers. While millers have paid

their share, there is an outstanding [sum] of over Rs 40 crore

[due] from the state government.”

The average oil palm yield in India is 10-12 tonnes a hectare,

though it is more than 20 tonnes in Andhra Pradesh. In

comparison, productivity in Malaysia is 22 tonnes a hectare. 

Yield is higher in other producer countries since the crop is

grown in regions where there is rain throughout the year. An oil

palm requires around 200 litres of water a day in addition to

proper nutrition. 

Apart from Andhra Pradesh, oil palm is cultivated in Orissa,

Karnataka, Tamil Nadu, Mizoram and Gujarat with

the total acreage being about one lakh

ha. Potential exists for growing the

crop in Maharashtra, Bihar,

Arunachal Pradesh, Tripura,

Kerala and Goa. 

This year, the Centre has

targeted bringing an

additional 60,000ha

under oil palm, with

44,000ha of this in

Andhra Pradesh alone. 

MR Subramani

Commodities Editor 

The Hindu Business Line, March 15, 2011

This edited article is reprinted with permission from The Hindu Business Line, a

leading business publication from the Hindu Group of publications in India.
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Oil World reported in late April that bad weather may reduce this year’s

EU rapeseed crop to a three-year low of 20.13 million tonnes. While

France, the UK and Poland are likely to see larger crops, smaller harvests

are expected in Sweden, Denmark, Hungary and Latvia. 

Germany has been hit particularly hard by a very cold winter that

resulted in winter kill followed by a dry spring. As a result, its crop may

fall to only 4.9 million tonnes versus 5.75 million tonnes last year.

Because of the outlook in Europe and delayed plantings in Canada, rapeseed oil is trading at a hefty premium in

Europe to soybean oil and sunflower oil. This may continue into the rest of the year. EU bio-diesel producers will feel

the pinch, as they mainly use rapeseed oil as feedstock to comply with bio-diesel regulations.

Source: Ag Perspective

Smaller European Rapeseed Crop

For most of the last 30 years, growth in domestic demand for soybean meal and oil has been the prime driver of

investments by US oilseed processing firms. New crushing plants have been built in Nebraska, Iowa, South Dakota,

Minnesota, Missouri, Michigan, Illinois, and Indiana over the last 20 years.

With few exceptions the plants were built to take advantage of expanded local production of beans and strong local

markets for meal. Only one of the plants was located so as to be able to efficiently access export terminals by barge.

The problem for processors is that the domestic market for both beans and meal has declined sharply in the last

five years. This is due to increasing supplies of DDG from corn-based ethanol plants and its competition with beans

for feed rations; the sharp decline in soybean oil demand stemming from trans fats labelling; and the financial

difficulties of the domestic swine and poultry sectors.  

Plants that were ideally located a decade ago to supply soybean meal to the local swine sector are now surrounded

by ethanol plants supplying DDG to the same buyers. To make matters worse the US crushers face ever-increasing

competition from those in China.

In order to shift their dependence on the domestic market, several firms owning soybean processing plants have

begun making investments focused on supplying beans and meal to the export market. 

Source: John Baize, Ag Perspective

US Reliance on Soybean Exports 
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The USDA forecasts that Russian production will bounce back after last year’s poor crop to record 7.7 million

tonnes or 36% more than in 2007 and 38% more than last year. The Russian government is strongly encouraging

plantings this year and if the weather cooperates, the forecast will likely be correct. Practically all of Russia’s output

is crushed domestically

with only about 20,000

tonnes likely to be

exported in 2011/12. The

USDA expects Russian

sunflower oil exports to

total 700,000 tonnes over

the same period.

EU production has grown

substantially over the last

four years. However, the

increase shown in Table 1 is

misleading, since the region

had a very poor crop in

2007. Compared to the

expansion of EU rapeseed

production over the last

several years, the growth in

sunflower seed output has

been quite modest. Most of

the growth has occurred in

Bulgaria, Romania and Hungary, but France continues to be the largest producer with its 2010 output estimated

at 1.66 million tonnes.

The greatest production growth has occurred in the Ukraine, with the 2011 output forecast at 2.83 million

tonnes (67.7% higher than in 2007). The crop is the country’s top oilseed. The USDA expects 87% of the 2011

harvest to be crushed domestically, with only 450,000 tonnes to be exported. Only 5% of the sunflower oil may

be exported.

Argentina’s production is projected at 40% lower this year compared to 2007. The decline is because farmers have

found it more profitable to produce soybean. Since sunflower oil has historically been the preferred vegetable oil for

food locally, the government has restricted seed exports to keep domestic prices low. This has driven farmers toward

soybean.

China’s production is likely to be 60% more this year than in 2007, partly as a result of government policies aimed

at boosting domestic vegetable oil production. However, production of sunflower oil remains a small contributor to

total vegetable oil supplies. Moreover, it is unlikely that sunflower seed production will grow much in the future.

Global Sunflower Seed Production: An Overview
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Argentina has joined the list of countries acting to limit the efforts by sovereign funds and others to buy large

amounts of foreign farmland. In late April, President Cristina Fernandez said she would send a Bill to the Congress

to limit farm ownership. The legislation will restrict foreign ownership to 20% of the total farmland, and further hold

each foreign entity’s ownership to 1,000 ha. The law will not be applied to land already in foreign hands.

Brazil had earlier taken steps to sharply limit the amount of land foreigners can own. However reports indicate the

government is considering applying such limits only to land that is not brought into production in a specified period

of time. This is to prevent foreign firms from buying large tracts of undeveloped land strictly on a speculative basis.

Uruguay also is known to be considering limiting foreign ownership of agricultural land. The largest investors have

been Argentines who want to avoid paying steep export taxes on the crops they produce domestically.

Source: Ag Perspective

Limits to Foreign Farm Ownership

Production in the US remains small compared to soybean. Farmers find it more profitable to produce alternate crops

such as soybean, corn and wheat, even though there has been strong demand for the high-oleic sunflower oil

produced from varieties mainly grown by US farmers.  

The scenario may change this year because of the major delay in corn, soybean and spring wheat plantings in North

Dakota. Many farmers there may soon abandon plans to grow those crops and switch to planting sunflowers, which

have a shorter growing season. But this is likely to be a one-year aberration if it occurs, since farmers will switch back

to growing more profitable crops in years when plantings are not delayed.

Source: John Baize, World Perspectives Inc

On May 24, China’s National Grain and Oils Information Centre forecast that this

year’s production of soybean and rapeseed will decline. Soybean output is now

projected at 14 million tonnes, a 7.9% decrease from last year and the lowest

estimate since 2007. Rapeseed production is forecast to fall by 2.2% to 12.8 million

tonnes.  

Production of other crops will go up – corn by 2.5% to 181.5 million tonnes; rice by

0.9% to 197.6 million tonnes; and wheat by 0.3% to 115.5 million tonnes. The

government has instituted policies aimed at boosting production of these crops

although it will lead to a reduction in oilseed plantings. 

Clearly the government is concerned about having to import a lot of corn as that would make the country heavily

dependent on the US. To offset reduced local soybean production, it will rely on imports sourced from several countries.

Source: John Baize, World Perspectives Inc

Soybean and Rapeseed Production Fall in China
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palm oil (CSPO), early in May. The 10-million tonne level is in sight by the end of this year.

Sales have increased as well,

with a record 269,000 tonnes

of CSPO or corresponding

certificates having been sold

by certified mills in March.

The current estimated annual

production capacity – 4.2

million tonnes – equals about

9% of global production of

about 46 million tonnes. About

11,500 tonnes of CSPO leave

the mills every day.

Malaysia leads with some 54%

of certified production

capacity, while Indonesia is

next with about 35%. Papua

New Guinea and Colombia provide the remaining 10% and 1% respectively. In Malaysia, the peninsula holds a little more

certified capacity than its states in Borneo; in Indonesia, Sumatra has five times more certified capacity than Kalimantan.

Certified production units also harvest close to 1 million tonnes of palm kernel annually, from which about 450,000

tonnes of sustainable palm kernel oil and derivatives are processed.

Source: RSPO 

CSPO – Five Million Tonnes and Counting
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Food Technology

In a previous article, the use of chemical catalysts for

interesterification was described from a historical as well as a

technical point of view. The technology which was developed in

the 1920s served the oils and fats industry well for much of the

20th century – and still does – but progress in other fields,

particularly degumming of oils rich in phosphatides, eventually

meant that an alternative to chemical interesterification became

a practical reality. The patent literature is in fact replete with

claims for the use of enzymes to degum oils such as soybean oil.

Such patents began to appear in the last quarter of the 20th

century, and their success encouraged the search for other uses

for enzymes. Initially the enzymes used were derived from

animal material but before long plant sources were found to

match the performance of the earlier products. This produced a

number of benefits, including versatility, acceptability and cost.

Although enzymes have a long history of use in food they have

only recently been developed for the large-scale modification of

oils and fats. Of principal interest in this field are the lipases,

which are ubiquitous in nature, being present in the animal,

microbial and plant kingdoms. They are able to detach the fatty

acid chains from the triglyceride molecule, either selectively or

comprehensively, but can also promote the reverse reaction –

i.e. they can also be used to promote the synthesis of esters

such as fats. The most extensively studied lipases are those from

microbial sources, as these are more readily available and are

considered to be more stable than plant or animal lipases. They

are particularly interesting because different types display a wide

range of activities. However, they have to be handled with great

care, as they are very temperature-sensitive and lose their

activity rapidly when used above 70
o
C. A fuller explanation of

the functionality of the various lipases can be found in a paper

in the journal INFORM, which is listed at the end of this article.

Of course lipases are not the only enzymes to find

applications when processing oils and fats. Phospholipases had

...in interesterification
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for some time already found an application in degumming of

vegetable oils.

Fundamentally, lipases catalyse the hydrolysis of fats, but in the

presence of low levels of moisture the lipase introduced will

catalyse interesterification reactions. This produces results similar

to those found when using chemical catalysts for

interesterification. Certain lipases have the additional facility of

being regio-selective, i.e. of being able to replace fatty acids in

specific positions on the triglyceride molecule, a feature which

turns out to be very useful in the production of fats having

properties that rely on molecular arrangement. As lipases (and

other enzymes) are generally not very stable it is usual to

deposit them on a carrier prior to use, and various carriers have

been tested for suitability, comprising mainly the ability to bind

the lipase to the carrier, to ensure lipase stability during the

process of immobilisation and to ensure particle porosity

sufficient to allow full use to be made of the enzyme for the

reaction.

The stereo-specific lipases, which act on specific positions on

the triglyceride chain, are particularly important due to their

ability to act on specific positions in the triglyceride molecule.

Of these the best-known are the 1,3-specific lipases, i.e. lipases

which specifically act on the fatty acids at the ‘outer’ positions

on the glycerol molecule that forms the ‘backbone’ of the

triglyceride molecule. These can be used to produce

symmetrical triglycerides, which are important confectionery

fat constituents. Reactions in this category are preferably

carried out in a fixed bed, as this facilitates repeated use of the

enzyme, thus reducing their unit cost. A further feature of the

enzyme-based process is that, compared with that used in the

corresponding operation using a chemical catalyst, lower

temperatures are needed to achieve interesterification. A

temperature of approximately 70
o
C appears to be most

generally advocated for this process, and it has been stated that

the enzyme would begin to lose activity if a temperature of

80
o
C is used.

As in the case of the process using one of the chemical catalysts,

the enzymatic process for interesterification requires great

attention to safety aspects, in particular focusing on containment

of the enzyme. In this respect the enzyme immobilised on an

inert carrier is obviously less hazardous than an enzyme freely

suspended in the material being processed. Immobilised

enzymes offer the user several advantages. The subject of reactor

loading with enzyme and end-of-reaction discharge also

warrants careful consideration from the point of view of

personal safety. 

Chemicals versus enzymes

The enzyme-based process has been used for the production of

specialty fats, requiring regio-selective enzymes, and has also

been shown to be applicable to the production of fats requiring

random interesterification. Although, as pointed out earlier, a

wide range of enzymes is available for fat modification, in practice

the alkali catalysts, and in particular sodium methoxide, have

dominated the field of interesterification applications. Whereas

chemical catalysts are single-use initiators of the reaction,

enzymes can be re-used, although their activity declines with

multiple re-use or with continuous use over an extended period.

To operate in this mode in a production environment would

result in fluctuating output from the reactor, which is not

desirable, and the logical solution is to have several reactors in

series. By operating several columns in series, it is not necessary

to have full conversion in the first column, as the load can be

spread over several reactors. This results in a more even flow

and output from the reactor series. Two groups of compounds

that have specific relevance for enzyme working life have been

identified and are residual inorganic acids from degumming or

bleaching earth together with citric acid from deodorisation and

oxidation compounds, specifically those contributing to the

measured Peroxide Value.  

The formation of diglycerides as by-products is an important

consideration when interesterifying chemically but is relatively

insignificant in the case of the enzyme-based process. The fact

that the regio-selective properties of specific enzymes provide a

functionality not easily obtained with the existing chemical

catalysts is another factor to be borne in mind when comparing

the chemical and the enzymic catalysts as the agents of the

change required. These may be particularly valuable in the case
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of structured lipids. The production of diglycerides, which are

considered to be useful in managing obesity, provides another

application of enzymatic modification of fats. Symmetrical

diglycerides produced using enzymes are now being marketed in

Japan with the aim of promoting obesity reduction. The range of

conversions using enzymes is constantly growing, though in most

cases these are niche products having high added value and not

large in volume.  

At the present time, it is likely that the most important

application of the process of interesterification is to be found in

its combination with full hydrogenation in order to avoid the

formation of trans-fatty acids when producing a plastic fat. It

remains to be seen whether this is a long-term solution to the

trans-fats problem. Enzyme interesterification has proved to be

of greatest interest because of the wide and growing range of

modifications shown to be possible. The cost of enzyme use

remains a handicap to the wider use of the technology resulting,

at least at present, in the technology being primarily applicable

to high value-added products. Studies on enzyme re-use are

narrowing the cost gap relative to the use of chemical catalysts,

bearing in mind that post-refining costs as well as other

processing costs should also be lower in this case.  

The methodology of Life Cycle Analysis (LCA), which has been

employed in recent years to assess the global impact of various

technologies, is also now being used to compare the longer-

term effects of the two routes for interesterification discussed

above. LCA is coming to be of growing interest in food

production across the whole spectrum of its potential

relevance. It will be of considerable interest to study the

outcome of this comparison, although it needs to be

remembered that to a considerable extent the two routes at

present target different product areas.

The comparison of chemical and enzymic interesterification

processes is shown in diagrammatic form (Figure 1). This

illustrates very clearly how much simpler the enzymatic process

is than that using a chemical catalyst. On the other hand, the

enzymes used are significantly more expensive than the alkaline

catalysts generally used when using the chemical process,

although multiple re-use of the enzyme – not possible when

using a chemical catalyst – reduces this cost difference

significantly. 

The diagram also shows the temperature ranges prevailing in

the various stages. Spent enzyme is generally combined with

spent bleaching earth for disposal, thus creating additional solid

effluent but no liquid effluent from this source. Whereas

chemical interesterification gives rise to a small amount of

aqueous effluent (plus oil and fatty acid losses when

deodorising the product), enzymic interesterification largely

avoids these losses. Overall, the environmental impact of the

enzyme-based process is less than that of the process using a

chemical catalyst. The enzyme process is also more effective at

conserving the tocopherol content of the oil, an important

consideration where palm oil is one of the constituents of the

blend being processed. 

Further reading

Laning, Journal of the American Oil Chemists’ Society (62) 400 (1985)

Villeneuve and Foglia, INFORM, 8(6) 640 (1997)

Cowan, European Journal of Lipid Science & Technology (110) 679 (2008)

Wolf Hamm

Edible Oil Processing Consultant (Retired)
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Market Analysis

Food commodity prices have

retreated from a near-historic high,

much to the relief of consumers.

Palm oil led the edible oils in the

downward move. The Bursa Derivatives

3rd month benchmark CPO futures

contract (FCPO) has been trading around

RM3,300 per tonne after hitting a high of

RM3,967 on Feb 10. It retraced by almost

50% to RM3,148 on May 6 before

stabilising at the current level. 

In Malaysia, better-than-expected palm oil

exports in April prevented end-month

stocks from surpassing 1.7 million tonnes.

Despite the recent pick up in the pace of

shipment, exports to date this year have

only totalled 4.9 million tonnes, or 10%

lower than last year. High prices in Q1

caused demand rationing. 

According to MPOB, Malaysian CPO

production rose 8% month-on-month

and 17% year-on-year in April to 1.53

million tonnes. Exports improved by 7.8%

m-o-m and 3.6% y-o-y to 1.33 million

tonnes. Closing palm oil stocks in April

surged 3.5% m-o-m to 1.67 million

tonnes as imports dipped drastically. The

rise in exports was mainly to Egypt

(+795%), the EU (+224%), Bangladesh

(+38%) and India (+26%). However, y-o-

y, most major consumers imported less –

Pakistan (-35%), India (-30%), China (-

23%) and the EU (-20%).

Surveyor SGS estimated expor ts from

May 1-15 to stand at 601,984 tonnes,

or 33.2% higher than the same period

last month. Price-sensitive countries

like Pakistan and China were

estimated to have shipped 52% and

25% more respectively during the

period. 
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Palm oil production in Malaysia should go

up by only 3-5% in May after a bumper

crop in March and April. Assuming

exports for the month at 1.35 million

tonnes, end-month stocks could build up

to almost 1.78 million tonnes.

The Malaysian government will launch

the long awaited B5 bio-diesel in selected

areas come June. Many have doubts

about this, due to the involvement of

additional government expenditure. Still,

this could potentially remove 100,000

tonnes of palm oil from the balance sheet

by year’s end, if successfully implemented. 

In Indonesia, a bumper crop is expected

this year with a turn in crop cycle plus

conducive weather. As guidance, PT Astra

Agro’s production numbers to date

indicate evident crop improvement. Its

April output was 1.6% higher m-o-m and

32.4% higher y-o-y. The company

produced 377,239 tonnes of CPO from

January-April 2011, or 27.5% higher than

the same period last year. 

In a recent report, the Solvent Extractors’

Association of India highlighted a 15.6%

dip in vegetable oil imports at about 3

million tonnes during the first five months

of the current crop year (November

2010 – March 2011). Palm oil imports

were correspondingly down by 15.8% at

2.2 million tonnes.  

The USDA’s latest crop progress report

shows a delay in both corn and soybean

planting. As at May 8, only 40% of corn

and 7% of soybean had been planted,

against 80% and 28% respectively at the

same time last year. Planting progress has

also lagged behind the five-year average

of 59% and 17%. The delay was due to

wet weather in the Midwest, caused by

flooding of the Mississippi River. With this,

we may expect some switching of

planting area from corn to soybean. 

According to Oil World, soybean crop

prospects in Brazil and Argentina have

improved. Brazil will produce 73 million

tonnes of soybean, up from a record 68.7

million tonnes a year ago; and Argentina

will harvest 49.5 million tonnes, up 1%

from the previous estimate. 

The USDA in its latest WASDE report

projected the domestic soybean harvest

at 3.3 billion bushels, down marginally

from the previous year. However, global

oilseed production for 2011/12 is

projected at a record 459.2 million

tonnes, up 2.2 % from 2010/11. Global

soybean production is expected to

increase by less than 1% to 263.3 million

tonnes. China’s soybean imports are

anticipated at 58 million tonnes, up 3.5

million tonnes from 2010/11. Global

vegetable oil consumption is expected to

increase by 3.5% in 2011/12. 

La Nina continued to weaken in April and

the trend should continue in the coming

months. The National Oceanic and

Atmospheric Administration predicts a

return to ENSO-neutral conditions for

the rest of the year. 

Commodity prices

The International Energy Agency

trimmed its outlook for global oil

demand for this year by 190,000 barrels

to 89.2 million barrels per day. The

forecast was revised on prolonged

elevated prices and weaker IMF GDP

projections for developed economies.

However, the forecast is still 1.5% higher

than 87.9 million barrels per day last year. 

NYMEX crude oil will continue to trade

within US$92 and US$105 per barrel in

the near term. But this may drop in the

second half of the year as high prices

cause demand to shrink. Emerging

countries have also been pushing up rates

and bank reserves requirement to

contain inflation. These measures do not

spur economic growth. 

We opine that 3rd month FCPO will

trade in the range of RM3,100-3,450 in

Q2 as fundamentals affecting price

remain neutral. However, we see a

downside risk in Q3 as uncertainty in

world financial market resurrects. There

have been apparent concerns about the

fiscal health of the Euro zone threatening

world economic growth. 

The strengthening of the US Dollar on

expiry of the Fed’s QE2 in June will also

weigh on commodity prices. The Dollar

index has hit the 76 mark (38.2%

rebound) and it may hit the 77 mark

(50%) before RSI becomes overbought. 

On the technical front, for the immediate

term, FCPO movement is still trapped

within a downtrend channel. The

immediate downside target is at RM3,100,

being the 50% retracement level for the

rally that started in July last year. 

The likely scenarios are that: 

1. The price continues to trade within

the channel and drift lower to test the

RM3,100 support; we do not foresee

price going much lower than this, as we

expect Ramadan demand to kick in. 

2. The price breaks the upper barrier and

surges towards RM3,450 level when a

widespread rebound in commodities

take place; demand may start to soften

at around RM3,450 level and consumers

will have no pressure to stock up amidst

the positive supply outlook for palm oil.

Report as at May 19, 2011

Ryan Long

Vice-President

OSK Investment Bank Bhd

(Future and Options) 
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Global Brands

All commodity planters, exporters and
brand managers would do well to
remember that a brand is not simply a
logo, identity or even product. Neither is it
what you say it is. Rather, a brand is ‘a
person's gut feeling about a product,
service or organisation – in other words,
it's not what you say it is, it's what they say
it is’.

Branding is all about creating an
emotional clarity by providing a story
around what you are selling. Social media
will fan the flames of those companies
that live up to their brand promise, or
quickly take down those that are merely
selling a false idea. 

But what kind of role do social media play
in crafting successful brands today? If, at
its core, a brand is ‘what they say it is’, and
we have more of ‘they’ sharing their
thoughts and ideas with the world, then
what does it mean for how brands grow
in today's market place?

When setting out to launch your product
or company and when thinking about
what kind of brand you want to help
shape, don't start with thinking about the
website or the kind of ads you'll run.
Instead, focus on how you can foster
interaction with customers. It's through

such interaction that your brand will be
shaped and influenced.

In brand building, five key principles have
to be observed:

• Differentiate
• Collaborate
• Innovate
• Validate
• Cultivate

Prior checks
So where do we begin, and where and
how does social media come into all this?

Nowadays it is almost an automatic
reflex for potential customers to check
up on social media sites such as
Facebook as well as search engines such
as Google or Yahoo, and pose questions
or check for comments and feedback on
a particular brand before buying. It is
something that I do as well, almost as a
matter of habit, especially on big-ticket
items like consumer electronics,
photographic equipment, motor vehicles
and travel.

Just as social media has impacted
marketing, customer service and public
relations, it is influencing the five core
disciplines of brand building. In this article,
let’s deal with the first two principles.

Differentiate
Great brands start with great products,
and this differentiation needs to continue
right through to delivering great
customer service and attention to their
needs. Some have suggested that
customer service is the new marketing.
Brands are setting themselves apart from
the competition through not just a solid
product, but through a passionate desire
to build relationships with customers.

Collaborate
Perhaps, more than any of the five
principles, social media gives companies
the ability to collaborate with customers
and extended communities. It is more
than just crowd-sourcing for ‘cheap’
advertising. Brands can take it another
step further and let customers shape
actual products and services as well as
engage in logo design, through
competitions for instance. The winning
designs can then be adopted as the
brand logo and added to the product
range. 

LS Sya

Brand Specialist

London Brandmagic

Part 1 was published in GOFB Vol 8 Issue 1

(Jan–March) 2011
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Shipping

The second part in this series plots the

development over the course of the first

quarter of 2011 of the entire global

chemical tanker fleet of ships above

1,000 tonnes deadweight (dwt), except

for barges. All the data used in this article

are based on the monthly fleet listing as

at March 31, 2011, as produced by the

writer.

Over the first quarter of 2011, the short

range size group of 1,000-10,000 dwt

increased by 21 ships (1.3%) and 99,000

dwt (1.1%). Many of the ships comprising
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Shipping

this increase are older as new

information on small tonnage is often

delayed; they tend to trade domestically.

The impact of this size of ship on the

total tonnage is small, being less than 11%

of the total. 

The increase in the medium range size

group between 10,000 and 30,000 dwt

was only 10 ships and 196,000 dwt,

which is about 1%. 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 – 30,000

dwt and above size group – was also 10

ships but 561,000 dwt and also an

increase of only 1%. 

There are 4,003 ships (Table 2) and

80.22 million dwt capable of carrying

chemicals or vegetable oils as at March

31, 2011, of which an estimated 65.4%

or 2,591 ships are active in the chemical

or vegetable oil trades. These ships

cover only 46.3% of the tonnage with

an average size of 14,200 dwt because

it is mainly the larger product tankers

with IMO 3, or even IMO 2 class with

an average of 31,055 dwt that are

trading in clean petroleum products

(CPP). The numbers will change as

information is received on ships both

delivered and scrapped in the last days

of 2010.

Changes in fleet

Over the first quarter of 2011, the fleet

increased in size by 41 ships (1%) and

by 856,000 dwt (1.1%). The fleet

deemed to be trading in chemicals or

vegetable oils increased by 19 ships

(0.7%) while the fleet trading in

petroleum products increased by 22

ships (1.6%). This reflects the poor

chemical market. The tonnage of ships

carrying chemicals or vegetable oils

increased by 618,000 dwt (1.7%) and

for those carrying petroleum products,

by 588.000 dwt (1.4%).

The increase in both sectors over just

one quarter may not be representative of

the true picture as newly delivered ships

often have to find their ‘home’ in either

the chemical trade or the CPP trades and

this can take a few weeks.

Table 2 also demonstrates that the

CPP trades involve more of the

30,000 dwt size of ship and above.

There are 838 ships (69.8%) above

30,000 dwt that are trading CPP with

a total of 37.3 million dwt (71.5%),

against 363 ships of this size and 14.88

million dwt trading in chemicals or

vegetable oils. 
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These figures contrast with the 2,247

ships (80.2%) below 30,000 dwt totalling

22.17 million dwt (79%) trading in

chemicals or vegetable oils versus 555

ships of this size and 5.9 million dwt in

the CPP trades. 

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. At

the end of the first quar ter of 2011,

the number has reduced by a fur ther

10 ships (2.4%) and 136,000 dwt

(3.4%).

Size of orderbook

As at March 31, 2011 the orderbook of

409 ships is 10.21% of the number of

ships and the 10.32 million dwt is 14% of

the total existing tonnage. Several

cancelled orders in the first quarter of

2011 have contributed to the decrease

over the quarter under review. There

could well be more cancellations as

owners receive their refunds.

Only three ships were confirmed as

being ordered in the first quarter of

2011. Two were ordered by Jo Tankers

from the Nantong Mingde yard. They are

of 30,000 dwt and are to be fully

stainless steel with 28 tanks and pumps

each. There are options for two more

and, possibly, another two later. The third

ship is a very small ship ordered for

Japanese coastal trade. This level of

ordering reflects the poor state of the

market and owners’ pessimism about

the near future.

Over the next few months we anticipate

a further reduction in the orderbook as

more cancellations are confirmed. It can

also be expected that several ships still

outstanding for delivery in 2011 will be

deferred into 2012 or 2013. No orders

for delivery in 2014 are yet known and

some may well be delayed until then

from 2012 or 2013. 

Ship demolition

Scrapping has slowed in the first

quarter of 2011 and only 23 ships of

461,000 dwt were actually scrapped
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Shipping

during this period. This contrasts with a

quar terly average of 34 ships and

695,000 dwt over 2010. 

Bangladesh has, in the past, taken

many chemical tankers for scrapping.

This activity has stopped since May

2010 while legal issues over

environmental concerns were being

debated. The go-ahead to resume

scrapping was given a few weeks ago,

and came from the prime minister ;

however, the High Cour t judge only

signed the papers to legalise scrapping

in the beginning of April. One hopes it

is only a matter of a shor t time before

they can resume.

Table 5 shows there is a backlog of

ships above 30 years of age that are

still trading. Of this, the majority are

below 10,000 dwt – 168 ships or

88% of the number of ships, but only

52% of the dwt. This shows the small

size of the majority of these older

ships.

Scrapping can be expected to

maintain a similar level during the next

two years assuming the market

remains at the depressed levels seen

in 2010. This will not compensate for

the tonnage of the ships expected to

be delivered in the next two years nor

will it significantly reduce the total

number of ships.

The freight market showed some

signs of firming in the first quar ter of

2011. However none of the

improvement was passed on to the

ship owners, most of whom are

earning less. The gains were all wiped

out by the steep rise in the price of

bunker fuel. 

In addition, voyages to the west coast of

India, the Middle East and through the

Suez Canal were penalised by the need

to pay a ‘war risk’ insurance premium due

to prevailing piracy issues. 

A 20,000 dwt ship sailing with palm oil

to the west coast of India and

returning with chemicals from the

Middle East Gulf faced almost

US$200,000 in extra costs due to

these factors. They are not getting

compensated for much of this. 

Charles Barton

Maritime Consultant

Part 1 appeared in GOFB Vol.8, Issue 1 (Jan-March)

2011.
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Keeping track of your blood parameters, weight and medications are of the many

ways to assess whether your diabetes is under control. Keeping your blood glucose,

blood pressure, and cholesterol, for example, under control can either prevent or

delay diabetes problems.

There several types of diabetes:

• Type 1: Body does not produce any  insulin

• Type 2: Body is not making enough or is losing

sensitivity to insulin made

• Gestational diabetes: Diabetes during pregnancy

The American Dietetic Association (ADA) sets goals for

blood glucose levels before meals and at bedtime (Table 1).

In people with Type 1, the immune system has made a big mistake. It

attacks the beta cells (cells in the pancreas that make insulin) and destroys

these. People with Type 1 need to take insulin every day. In people with

Type II, the pancreas is still making insulin but the body has become insulin

resistant, i.e. does not recognise its own insulin.

Nutrition
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Nutrition

After diagnosis, there is a great need for education. A

diabetic diet is not that different from anyone else’s but it

keeps close watch on amounts and quality of

macronutrients.

The primary indicators of blood glucose control are

blood glucose checks with HbA1C values.  When these

values are within normal levels, the patient has a lower

risk of developing diabetes complications (heart diseases,

eye problems and kidney disease).

HbA1C is glycosylated haemoglobin or haemoglobin

to which glucose is bound.  Glycohaemoglobin

increases in the presence of high blood glucose. Since

it reflects glucose levels in blood over 6-8 weeks

preceding the test, monitoring HbA1C levels helps

monitor progress of disease and level of patient

control. 

If your A1C test result is below 7%, then your blood

glucose is in a desirable range and the treatment plan is

working. If your result is more than 8%, you may need to

change the plan.

Diabetes control

According to the National Institute of Diabetes and

Digestive and Kidney Diseases (NIDDK), you can do

some things on a daily basis for proper diabetes control:

• Follow the healthy eating plan that you and your 

doctor or dietitian have worked out.

• Be active for a total of 30 minutes most days.

Ask your doctor what activities are best for you.

• Take your medicines as directed.

• Check your blood glucose every day. Each time, write

the number in your record book.

• Check your feet every day for cuts, blisters, sores, 

swelling, redness or sore toenails.

The NIDDK also suggests that the following be done at

least 1-2 times a year :

• A1C test 

• Blood lipid (fats) lab tests

• Kidney function tests

• Dilated eye exam

• Dental exam

• Foot exam

• Flu shot

• Pneumonia vaccine

Food plan

Carbohydrates are the component of food that causes

an increase in blood sugar. Diabetics are encouraged to

keep track of the amount of carbohydrates they eat by

using the Exchange Lists. Foods from the starches, fruit,

vegetables and milk groups contain carbohydrates.
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Helpful tips

• Keep a food diary.

• Try to eat at the same time each day.

• Write down what and how much you eat.  This is the

hardest part of to record in the food diary – the 

measurements.

• The only way to know for sure is to use standard 

measuring equipment. Avoid vague measurements.

• To make sure your food servings are the right size 

(Table 3), you can use:

• Measuring cups

• Measuring spoons

• A food scale

According to the National Diabetes Education

Programme, a diabetic can improve his/her health status

by moving around. Set goals you can meet by making

small changes. Try being active for 15 minutes a day this

week. Each week, add 5 minutes until you build up to at

least 30 minutes five days a week.

Get up, get out and get moving. Walk, dance, ride a

bicycle, swim or play ball with your friends or family. It

doesn’t matter what you do as long as you enjoy it.

Source:  Health & Nutrition 13th Year _ Issue 127 March 2011

This is an edited version of the article
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ncreased intake of trans fats may reduce sperm

concentration, according to findings of a new study

at the Harvard School of Public Health. 

This adds to an ever increasing body of science

suppor ting the detrimental effects of trans fats,

previously linked to increased risks of cardiovascular

disease. 

“We found that trans fats were present in human sperm

and were related inversely to sperm concentration,”

wrote the researchers led Dr Jorge Chavarro in the

journal Fertility and Sterility.

“Our data are in agreement with experimental data in

rodents showing that trans fats can affect

spermatogenesis profoundly.”

They cautioned, however, that their study has

limitations. Given the potential clinical and public health

implications, they said it is important that the findings be

re-evaluated in larger, better-designed studies and that

the relation between intake of trans fats and sperm

levels be examined closely.

Although trace amounts of trans fats are found

naturally, in dairy and meats, much of this is formed

Nutrition
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during the partial hydrogenation of vegetable oil that

converts the oil into semi-solids for a variety of food

applications.

Trans fats are attractive for the food industry due to

extended shelf-life and flavour stability, and have displaced

natural solid fats and liquid oils in many areas of food

processing. 

But scientific reports that trans fats raise serum levels of

LDL-cholesterol; reduce levels of HDL-cholesterol;

could promote inflammation; could cause endothelial

dysfunction; and influence other risk factors for

cardiovascular diseases, have led to bans in places like

New York City.

Denmark introduced legislation in 2004 that required

locally and imported foods to contain less than 2%

industrially made trans fats, a move that effectively

abolished the use of partially hydrogenated vegetable oils

in the country. 

This has been mirrored by an increase in the pressure on

the food industry to reduce or remove trans fats and to

reformulate products. 

Details of study

The new research involved

the analysis of 33 semen

samples collected as

part of a pilot study. 

The fatty acid

composition of the

sperm showed that

higher levels of total

polyunsaturated

fatty acids and the omega-3 docosahexaenoic acid

were related to improved sperm concentrations.

However, sperm with the highest levels of trans fats

were found to be linked to lower sperm

concentrations.

“To our knowledge, this is the first study demonstrating

the presence of trans fats in human sperm and a relation

between sperm trans fats and sperm concentration in

humans,” wrote the researchers. 

“Because human fatty acid metabolism cannot

introduce trans double bonds into a fatty acid chain,

the presence of trans fats in a human cell or tissue

implies dietary intake and can serve as a biomarker of

diet. 

“Our results suggest that higher intake of trans fats is

related to a lower sperm concentration. However, it is

not possible to know from our data what dietary intake

levels are necessary to achieve the sperm trans fat levels

associated with reduced sperm concentration nor the

timing between intake and any eventual effects on

spermatogenesis.” 

Stephen Daniells

Further reading

JE Chavarro, J Furtado, TL Toth, J

Ford, M Keller, H Campos and R

Hauser reported their findings

in ‘Fertility and Sterility’, Vol 95,

Issue 5, pp 1,794-1,797.
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The Sandakan waterfront was already stirring when we arrived at 6.15am to

board the Mantanani. We were greeted by a veritable bouquet of assorted

Oriental aromas. The morning mist was rolling in from the bay, carrying with it

that characteristic acrid tang; a mixture of seaweed, mud, dead fish and ozone

which denotes that it is low tide. 

Chinese shopkeepers in their singlets and striped pyjama trousers hawked noisily,

and clattered round in their wooden clogs, taking down the slats from their

shop-fronts, releasing into the streets the unique Sandakan fragrance of belachan

paste, sotong, ikan bilis, birds nests, pickled vegetables and assorted spices.

Hakka and Bajau fishermen were still working on their boats, tied up

alongside the fish market, unloading their night's catch. Behind the aroma of

fresh fish and prawns it was possible to detect a more pungent but not

entirely unpleasant whiff from the bales of ribbed smoked-sheet rubber and

the sacks of dried copra stacked in the Port Authority's godown another

100 yards up the waterfront.

I breathed in deeply. The vibrant smells were redolent of the east – of the

Sulu Sea – of pirates and traders – of adventure – of excitement – of

Joseph Conrad…. This was a veritable symphony of smells; a Beethoven’s

Fifth of exotic fragrances.

"My God," said Colin Black, our vice-chairman, "What a bloody pong. Get those villainous-looking bastards out of the

way and let's get on board."

The Mantanani was a beamy, seaworthy 50-foot launch with a crew of three. It was under the command of Capt Hussein,

a Brunei Malay, distantly related on his mother’s side, the Resident Mr Wookey had told us, to the Brunei Royal Family.

The state-room was enlarged by a fixed tarpaulin roof which extended over the whole of the front deck. In this area

were half a dozen of the inevitable slightly frayed cane chairs, which the Crown Agents must surely have purchased as

a job lot before the Japanese invasion. For the first hour or so, the Mantanani nodded its way through the brisk chop,

out past Kampong Ayer and round the towering red cliffs of Berhala Island. 

44
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It was apparent that in the case of our vice-chairman,

human vitality was not at its highest level in the early

morning. He had emerged from the VIP Suite in the Sabah

Hotel wearing his pioneering outfit. This consisted of

knee-length khaki stockings, a white shirt and a pair of

those starched, wide-legged khaki shorts, which were the

height of fashion in West Africa in the 1940s.

I had already been fully briefed by his wife Eileen, a

marvellous lady, loved and revered by every planter in

Plantations Group, on the fact that Colin was not a

morning-person. He did not, she said, make a practice of

greeting the dawn with a merry song on his lips. At

6.15am, he was certainly less than jovial. Once on board,

he prowled about morosely, looking I thought, to see if

there was perhaps a ship's cat to kick. 

An hour or two out of Sandakan the Mantanani slowed to

a crawl as we threaded our way through the reefs between

Pulau Libaran and the scattered southernmost islands of

the Philippine archipelago. As I was shortly to discover for

myself, the coast between Marudu Bay and Sandakan was

one of the most treacherous stretches of water in the

eastern seas. Not only were there small uninhabited islands

in great profusion, but frequently coral reefs, some of them

unmarked on the charts, came out of the deeper channels

to within a foot or two of the surface.

The water at this season was still crystal clear although

from November to February the north-east monsoon

would produce steep waves, which left the water murky.

Below us we could see a wonderland of coral with

myriads of small fish darting here and there. Flying fish

skittered their way over the surface.

I spent most of the time up on the bridge with Capt

Hussein. Although he could not speak much English, his

Malay was very pure. He was a mine of information about

the coasts of the Sulu Sea and about the pirates who

infest it.  

Piracy and murder 

For some reason the subject of my own nationality came

up in the course of our conversation. I told him I came

from the north of Scotland. We were, I said, the Dyaks of

the British Isles. 

The Captain looked at me with interest. “You know, Tuan,

there was a famous Scotsman who was killed by Illanun

pirates in this very area a long, long time ago, in the time

of my grandfather's grandfather. He was a chief of the

Kayan tribe. He was the first white man to live on the

Bintulu River in Sarawak, near where my father was born.

They still tell stories about him there. Maybe you have

heard of him in your country? His name was Robert

Burns. I think he wrote Scottish poems. He also wrote a

dictionary of the Kayan language.” 

My interest was aroused. However, our national bard died

at Dumfries of natural causes in 1796 and never to the

best of my knowledge travelled further outside Scotland

than Carlisle. It was, I suggested, very unlikely to have been

him. 

"Yes it was. It's all true Tuan,” Hussein persisted. “His ghost

is often seen around Klagan. You ask my friend Ibrahim the

blacksmith at Klagan when you get there. He will tell you

more about the ghost. I heard the story of Robert Burns’

murder from Tuan Harrison the Curator of the Museum

in Kuching when he was travelling with us on the

Mantanani. 

“This man, Robert Burns, had char tered a schooner

and sailed round to the east coast here to do some

trading. The schooner ran aground at Marudu Bay and

they were attacked by Illanun pirates. The pirates cut

off the Tuan's head and flung the body overboard. They

killed the ship's captain and crew also. They sailed the

ship round to the Labuk and took it up the Klagan

River to hide it. They brought the Tuan's head with

them. 
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“The chief at Klagan was Sarip Yassin. He was a

powerful chief and he was friendly with the

British. He was very angry with them because he

knew it would cause trouble with the British navy.

Sarip Yassin had the pirates killed. He cut off their

heads and sent them over to the British at

Labuan in large pickle jars. No one ever saw

Robert Burns' head again however. It got lost

somewhere near Klagan. Ibrahim says that the

ghost will continue to appear until the head is

found and buried. ” 

It was an interesting bit of folk lore, but I did not

place much credence in it at the time. Ibrahim in

due course confirmed the story and some years

later I found a reference to it in Prof Graham

Irwin's treatise ‘Nineteenth Century Borneo’, and

again in Owen Rutter's marvellous book ‘The

Pirate Wind’. 

The facts were very much as Capt. Hussein had told

them to me. The victim of the beheading was indeed

one Mr Robert Burns, but he was in fact the

grandson of the Bard. His sojourn in Borneo and his

eventual beheading in September 1851 was one of

those little eddies in the great stream of history

which create a flurry of interest at the time and are

then forgotten.

By lunch time the Mantanani had turned due west,

and was sailing across Labuk Bay. Colin, John Galpine

and I sat on the fore-deck with drinks in our hands,

looking at the faint blue mass of Mount Kinabalu

which had now appeared far above the clouds, dead

ahead. There was a stiffish cooling breeze. The

Colony flag fluttered bravely at the mast-head. It was

a pleasant interlude.

Colin had regained his joviality. He sat back in his

cane chair, swirling the ice round his glass of gin and

tonic with a pleasing clinking noise. "Don't forget,

Leslie my boy, that we are actually paying you for

this." 

He anticipated my objection and said hastily: “Well,

we will be paying you, once you get the local

company established and open an official bank

account. I imagine that plenty of tourists would pay

us to have a lovely holiday like this.”

For lunch, John and I put to the test the Resident's

boast about the culinary prowess of the mate, whilst

Colin tucked into his sausages and beans with

evident pleasure. After lunch, we stopped briefly at

the little port of Beluran to pay our respects to the

district officer and to inform him of our

development plans. 

He was a tall, lonely Englishman who seemed

particularly unimpressed by the prospect of a large

agricultural development taking place in his parish.

I was to discover that he was one of those

dedicated colonialists who felt it was his task in life

to protect “his natives” from exploitation by

developers. Beluran was the furthest inhabited

point of the bay. A mile or two onwards we turned

into the Labuk River for the final stage of our

journey.

Datuk Leslie Davidson

Author, East of Kinabalu 

Former Chairman, Unilever 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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