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Australia consistently improves its food labelling laws to provide
greater clarity on the health and safety aspects of consumer
products. Such measures are generally important for an informed
consumer base and to inspire confidence in food industries.

However, what is not acceptable is arbitrary legislation that
attempts to  introduce environmental criteria into food labelling –
as the Food Standards Amendment (Truth in Labelling – Palm Oil)
Bill 2010 seeks to do.

Both the Australian Senate Community Affairs Legislative
Committee and the House Standing Committee on Economics did
not endorse the draft Bill and, in fact, recommended against it
following an extensive review process, which included engagement
with stakeholders.

Despite this, a last-minute amendment expanded the scope to
include all goods containing palm oil, reflecting that the measure is
not intended to improve information for consumers for health or
safety reasons, as claimed.  The Federal Parliament's House Standing
Committee on Economics has recommended that the Bill should
not proceed.

Food Standards Australia and New Zealand has voiced its opposition
to the Bill, Its research demonstrates that amending labels would cost
businesses between A$10,000 and A$19,000 per product. With one-
third of the average 60,000 products in the average grocery store
containing palm oil, that amounts to hundreds of millions of dollars in
costs that will be passed on to consumers.

As the world’s second largest producer of palm oil, and therefore
an important contributor to global vegetable oil production,
Malaysia is a critical source of supply for the Australian market.
Malaysia produced about 17 million tonnes of palm oil in 2010,

more than 125,000 tonnes of which were exported to Australia.
This has ensured a low-cost, sustainable source of vegetable oil for
consumers, while contributing to keeping food costs low.

It is estimated that as much as 40% of best-selling grocery brands
in Australia contain palm oil, demonstrating the ubiquity of the
ingredient and its importance to food processors and retailers.

We believe the proposed legislation to require the labelling of palm
oil on the basis of environmental consequences is mistaken use of
food labelling. Claims that the palm oil industry engages in
deforestation at a rate of ‘300 football fields’ every hour are wrong
and an affront to Malaysia. 

A new UN Food and Agriculture Organisation report, ‘State of the
World’s Forests 2011’, found that deforestation in Malaysia was less
than half that rate. In contrast, Australia with a lower population, had
cleared forests at a rate of 562,000 ha annually between 2000 and
2010, or almost five times the rate of Malaysia’s deforestation.

In addition, Professor Andrew Mitchell, a trade law expert from
Melbourne University, is of the opinion that the Bill is in clear
violation of the WTO’s Technical Barriers to Trade Agreement,
which prevent a domestic regulatory regime that unnecessarily
restricts international trade. The Bill also breaches a provision
requiring that all like products (i.e. all vegetable oils) be accorded
the same treatment.

Most importantly, it would undermine bilateral relations by directly
targeting the livelihood of more than 1 million people in Malaysia.
Can Australia afford to take the risk?

Dr Yusof Basiron
www.ceopalmoil.com

Global Oils & Fats Business Magazine 
Vol 8 Issue 2 (Apr-June 2011)

Check us out online at www.mpoc.org.my
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Under existing food

labelling rules in

Australia, palm oil can be

classified generically as a ‘vegetable oil’ on labels. The

Food Standards Amendment (Truth in Labelling – Palm Oil) Bill

2010 seeks to amend the Food Standards Australian New

Zealand Act 1991 to require all food products containing palm

oil to specifically list it as an ingredient. The designation ‘CS palm

oil’ may be used if the palm oil in question has been certified

sustainable. 

The primary justification for the Bill is to address the

environmental impact of palm oil production in Malaysia and

Indonesia. However, the Bill also identifies concerns about the

health impact of saturated fats contained in palm oil as a reason

for the proposed labelling requirement.

The introduction of the Bill followed a

broad campaign by various non-

governmental organisations, including

the Palm Oil Action Group and the

Australian Orangutan Project. It has

received support from Australian

zoos and from individuals who made

submissions to the Senate Inquiry

into the Bill. However, strong

opposition to the Bill exists,

particularly from the Malaysian

Palm Oil Council (MPOC) and

the Malaysian Government.

Regulatory authorities in charge

of administering food standards in

Australia also have concerns about

the Bill.

By singling out palm oil and treating it

differently from other vegetable oils,

the Bill may infringe Australia’s

obligations under the World Trade

Organisation (WTO) Agreements. If the

Bill is enacted and is then challenged in the

WTO dispute settlement system (for

example by Malaysia or Indonesia), it is likely

that it would be found inconsistent with

Australia’s WTO obligations.

In particular, the Bill may be inconsistent with Articles 2.1

and 2.2 of the Agreement on Technical Barriers to Trade (TBT

Agreement). This applies to technical regulations, standards and

conformity assessment procedures. If enacted, the labelling

requirement is likely to fall within the definition of a ‘technical

regulation’ under Annex I of the TBT Agreement.

TBT Article 2.1

Article 2.1 requires that technical regulations accord products

imported from the territory of any other WTO member

treatment ‘no less favourable’ than that accorded to ‘like

products’ of national origin or to ‘like’ products originating from

any other country. 

23237 Breach of WTO (c)_2_Layout 1  10/21/11  9:54 AM  Page 6



7GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.8 ISSUE 3, 2011

Under the Bill, palm oil – a product that is not produced in

Australia and is primarily imported from Malaysia and Indonesia

– is subject to a labelling requirement that does not apply to

other vegetable oils. If this requirement constitutes less

favourable treatment of palm oil compared to other vegetable

oils, and if those vegetable oils are ‘like’ palm oil, then the Bill may

be inconsistent with Article 2.1 of the TBT Agreement.

The concept of like products has been examined by the WTO

Appellate Body in the context of the General Agreement on

Tariffs and Trade 1994 (GATT). Four criteria have been

considered in determining whether products are ‘like’:

• physical properties of the products; 

• end-uses of the products; 

• consumer preferences in relation to the products; and 

• tariff classification of the products.

On the basis of end-uses and consumer preferences, palm oil

and other vegetable oils can arguably be considered ‘like’

products. However, the physical differences between palm oil

and other vegetable oils, such as their melting point, colour and

saturated fat content, may render them unlike. Ultimately,

substantial empirical evidence of the competitive relationship

between the products and their physical properties would need

to be examined to assess whether the products are ‘like’. While

such an empirical assessment is beyond the scope of this article,

some evidence does appear to suggest that palm oil and other

vegetable oils are ‘like’ products. 

Implications of Bill

Assuming that palm oil and other vegetable oils are ‘like’

products, the Bill would infringe Article 2.1 if it treats palm oil

less favourably than other vegetable oils. In the context of the

GATT, the WTO Appellate Body has held that the key issue in

this analysis is whether the measure ‘modifies the conditions of

competition in the relevant market to the detriment of

imported products’.

If palm oil and other vegetable oils are like products, the Bill

clearly modifies the conditions of competition in that

market. No other vegetable oil that is likely to be used as a

substitute for palm oil – such as sunflower oil or canola oil –

is required to be labelled as an ingredient in all food

products. Similarly, labelling requirements in Australia do not

draw or allow any distinction to be drawn in the case of any

other oil on the basis of whether it has been sustainably

produced. 

In order to achieve its objectives, the assumption behind the

Bill is that a labelling requirement for palm oil will alter the

products that consumers purchase, thus diminishing the

consumption of palm oil. It is therefore impossible for the Bill

to achieve its aims without modifying the conditions of

competition in the market and encouraging manufacturers

and consumers not to use palm oil or to use only certified

sustainably produced palm oil. 
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Article 2.1 is violated only where the imported products are

treated less favourably than ‘like domestic products or like

products imported from another country’. The Bill does not

explicitly treat palm oil imports differently from domestically

produced palm oil, or palm oil produced in any country

differently from any other vegetable oil. However, it is well-

accepted that de facto discrimination can constitute a violation

of the national treatment principles in WTO law. 

Palm oil is exclusively imported into Australia, particularly from

Malaysia and Indonesia. As noted earlier, other widely produced

vegetable oils, such as soybean oil, rapeseed oil and sunflower oil,

are predominantly produced in other countries such as China,

Canada and the US. Therefore, by targeting palm oil, as opposed

to other vegetable oils, for labelling intended to reduce

consumption, the Bill is according a product imported from

Malaysia and Indonesia less favourable treatment than like

products imported from other countries. If the enactment of the

Bill is apt to cause Australian-produced rapeseed or other

vegetable oils to be used in preference to palm oil, the Bill may

also be found to breach the requirement to treat imported

products no less favourably than like products of domestic

origin.

TBT Article 2.2

Article 2.2 of the TBT Agreement obliges WTO members to

‘ensure that technical regulations are not prepared, adopted or

applied with a view to or with the effect of creating unnecessary

obstacles to international trade. For this

purpose, technical regulations shall not be

more trade restrictive than necessary to fulfil

a legitimate objective,

taking account of the

risks non-fulfilment

would create.’ 

Article 2.2 includes a non-exhaustive list of legitimate objectives

that a technical regulation may pursue, including protection of

human, animal or plant life or health, or protecting the

environment. The health purpose of the Bill would fall within the

category of protecting human health, and the environmental

purpose of the Bill would fall within the category of protecting

animal life or health (as it relates to the protection of the orang

utan). 

The key issue is whether the Bill is ‘more trade restrictive than

necessary’ to achieve its legitimate health and environmental

objectives. In the context of the GATT, the WTO Appellate Body

has adopted a ‘weighing and balancing’ approach in assessing

whether a measure is ‘necessary’. This approach involves

consideration of:

• the importance of the objective of the measure;

• the contribution of the measure to that objective; and

• the trade-restrictiveness of the measure. 

If this weighing and balancing suggests that the measure is

necessary, ‘possible alternatives’ to the measure at issue should

be examined in order to confirm its necessity. 

Implications of Bill

Applying this approach, a strong argument can be made that the

Bill is more trade restrictive than necessary to achieve its

environmental purpose. It would be difficult to establish that the

Bill makes a material contribution to reducing deforestation in

Malaysia or Indonesia, as this purpose is

several steps away from the direct

impact of the Bill on the behaviour of

Australian consumers. Given that palm

23237 Breach of WTO (c)_2_Layout 1  10/24/11  3:09 PM  Page 8
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oil is widely in demand, it is possible that any reduction in palm

oil consumption in Australia would simply lead to that palm oil

being diverted into another market. Even if the measure

succeeds in reducing demand for palm oil, it is not clear that this

would materially reduce deforestation in Malaysia or Indonesia. 

Appearing before the Senate Community Affairs Committee,

MPOC CEO Dr Yusof Basiron, explained that logging and forest

clearing is an industry separate from palm oil production, and

that it is only after the forest has been logged that a decision is

made as to whether ‘to replant it or to plant more productive

crops, like oil palm or rubber’. It has also been contended that

palm oil is inherently more sustainable than other oils, and that

a decrease in palm oil production would result in substitution of

less sustainable oils – ultimately causing increased environmental

damage.

Even if it could be shown that the Bill would make a material

contribution to its environmental objective, the Bill may still be

more trade restrictive than necessary to achieve that aim. The

Bill is likely to restrict or distort trade because palm oil is

predominantly produced in Malaysia and Indonesia, while other

vegetable oils that may be substitutes for palm oil (such as

rapeseed, sunflower and soybean oils) are largely produced in

other countries. By reducing the competitiveness of palm oil

against these other vegetable oils, the Bill is likely to have the

effect of restricting imports of palm oil from Malaysia and

Indonesia into Australia.

Alternative proposals

Although labelling requirements are generally considered to

have a relatively small impact on trade, reasonably available

less trade-restrictive alternatives to the Bill arguably exist.

For example, one alternative would be to target only palm

oil produced on land that is deforested after the Bill comes

into force (since reducing the marketability of palm oil

serves no environmental purpose if the land has already

been cleared).

Further, if the intention of the Bill is to encourage consumers to

use sustainably produced palm oil, this could be done simply

through a voluntary scheme allowing manufacturers and

producers to label their products as containing vegetable oils

certified as sustainable.

The Bill is also arguably not necessary to achieve its health

purpose of giving consumers more information about the

saturated fat content of food products. Labelling requirements

for most manufactured foods sold in Australia already require

that the content of fat and saturated fat be shown in nutritional

information on food packaging. 

Adding a labelling requirement for palm oil does not provide any

more information to consumers about the fat or saturated fat

content of a food product. As a result, the Bill does not materially

contribute to its purpose of health protection.

Andrew D Mitchell

Associate Professor, Melbourne Law School

This article is based on one co-written by the author and Elizabeth Sheargold, ‘Oils

Ain’t Oils: Product Labelling, Palm Oil and the WTO’ (2011) 12 Melbourne Journal of

International Law (forthcoming).
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Representatives of the Malaysian palm oil industry appeared before a public hearing of the Australian House

Standing Committee on Economics in August, to provide testimony and answer questions regarding the Food

Standards Amendment (Truth in Labelling – Palm Oil) Bill 2011. 

Dr Yusof Basiron, Chief Executive Officer of the Malaysian Palm Oil Council, was among those who outlined

concerns and the implications of the Bill to the industry. This is an edited version of his presentation.

In July, Malaysia completed a high level ministerial,

parliamentary and industry visit to Australia, led by the

Honourable Minister of Plantation Industries and

Commodities Tan Sri Bernard Dompok. The aim of the visit,

which took place in Canberra, Victoria and New South

Wales, was to address what we believe are the many

misconceptions being spread about the palm oil industry

that resulted in this Bill.

We found that there were serious efforts to undermine the

use of palm oil in Australia where Western environmental

NGOs like the World Wildlife Fund have used Australia’s

Zoos network as an anti-palm oil campaign front to

support the proposed Bill. We therefore believe that this Bill

is purely the work of environmental NGOs who want the

country to support their sponsored brand of palm oil,

certified through their own initiated Roundtable on

Sustainable Palm Oil, thereby gaining a monopoly on the

control of the supply chain.

We believe, regretfully, that this Bill is targeted at Malaysian

palm oil because, of the two major suppliers, Australia

“
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chooses to import almost 100% of its supply from Malaysia.

The Bill will punish our farmers with an indirect trade

barrier, even though the alleged deforestation or orang utan

habitat destruction – the mitigation of which is the prime

objective of this Bill – is nothing but a NGO myth.

Palm oil is raising Malaysia’s hundreds of thousands of small

producers from poverty and giving them and their families

a sound future, education and a better standard of living.

This Bill threatens that future. 

Accusations of rampant deforestation and harm towards

orang utan are absolutely without merit. They do not hold

up to objective or independent scrutiny. On this point, the

committee should note that, to date, no one from the

Australian Parliament has officially come to Malaysia to

witness first-hand how our industry operates.

Among perhaps the most outrageous and unsubstantiated

claims that has been made is that our industry is causing

deforestation ‘at a rate of 300 football fields per hour’. Such

a claim is bewildering in the extreme. 

A recent report from the United Nations Food and

Agriculture Organisation found that deforestation in

Malaysia occurred at an average rate of 114,000 ha per year

between 2000 and 2010, less than one-tenth the rate being

claimed in campaigns in this country – claims, unfortunately,

repeated in the Australian Parliament. In contrast Australia,

with a lower population, cleared forests at a rate of 562,000

ha per year between 2000 and 2010, or almost five times

the rate of Malaysia’s deforestation.

The criticism of deforestation is that it destroys biodiversity.

UN convention only mandates 10% of a country to be

conserved as forest. Malaysia has conserved 50% of its land

mass for forest, an ample share to protect biodiversity. The

rest of our land is earmarked to support economic

development. This is the land on which oil palm is developed.

Predictions of the imminent extinction of the orang utan by

environmental campaigning organisations continue, without

any evidence to support the claims. If those claims were

true or even had the slightest accuracy, the orang utan

would have disappeared some time ago. They have not.

Their number is increasing, and those living in areas

bordering oil palm plantations benefit from oil palm fruits as

supplementary food which is available all year round.

The industry and the Malaysian Government are actively

working to ensure that biodiversity is retained through

conservation efforts such as the Malaysian Palm Oil Wildlife

Conservation Fund. This is worth RM20 million (AUD6.6

million), half of which has come from the industry, and

supports such efforts as a mega-wildlife sanctuary and orang

utan rehabilitation centres throughout Malaysian Borneo

that preserve and protect 16,000 orang utan.  And the fund

supports patrol units to enforce laws against illegal logging,

poaching and trade in wildlife.

Rather than helping Malaysia’s environment, this legislation

would actually cause significant harm. Our robust

conservation efforts rely on a healthy economy and the

employment of almost 1 million people whose jobs and

families rely on the palm oil

industry.

Without our efforts, measures to

support the orang utan would

probably fail. The groups that

campaign for greater support for

the orang utan donate very little,

if anything, to measures to

support the species in the wild.

We have never seen a donation

from Greenpeace or Friends of

the Earth coming our way even

though we promise to

contribute dollar for dollar to any

jointly approved collaborative

conservation project. 

Expansion of scope

Since the representatives of the

Ministry of Plantation Industries

and Commodities testified

before the Senate Committee

in July, the Bill has been

significantly expanded to include

all products containing or

manufactured with the use of

palm oil or its by-products.

A recent report from the
United Nations Food and
Agriculture Organisation
found that deforestation
in Malaysia occurred at
an average rate of
114,000 ha per year
between 2000 and
2010, less than one-
tenth the rate being
claimed in campaigns in
this country – claims,
unfortunately, repeated
in the Australian
Parliament. In contrast
Australia, with a lower
population, cleared
forests at a rate of
562,000 ha per year
between 2000 and
2010, or almost five
times the rate of
Malaysia’s deforestation.
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It will be a nightmare to implement such palm oil labelling

law for non-food products as the derivatives are

indistinguishable compared to those from other sources.

They are just similar chemical molecules.

This Bill is extending its reach far beyond what was ever

envisaged. This extension is a direct attack not just against

palm oil producers, but entire rural communities

throughout Malaysia that have developed and prospered

alongside the industry. For instance, communities are

increasingly turning to palm oil biomass and mill effluent as

a means of generating electricity that would otherwise

require the use of coal-burning power plants or hydro-

electric facilities. 

Will these communities then suffer by not being able to sell

their products due to unfair attacks from environmental

groups?

The Bill was introduced: ‘… for the stated purpose of

ensuring that consumers are provided with clear, accurate

information about the inclusion of palm oil in foods…’.

Requiring specific labelling of palm oil gives the impression

there is something wrong with the oil. But why is palm oil

being singled out for health concerns? Palm oil has a healthy

balance of saturated and unsaturated fats, in contrast to

coconut oil which has almost double the level of saturated

fats. Yet there are no calls for coconut oil to be specifically

labelled.

Regulations on food labelling in Australia and New Zealand

already require that the saturated and unsaturated fat

contents of foods be clearly labelled – without requiring

that specific vegetable oil sources be identified. If this

legislation was open, direct and honest, it would cover all

vegetable oils, not just palm oil. There is no consistency and

there is no transparency.

Meanwhile, assertions that it would be more appropriate to

label palm oil as ‘fruit oil’ are without merit, and reflect a

misunderstanding of the term ‘vegetable oil’. According to

the UN Codex Alimentarius, the term ‘vegetable’

distinguishes animal oils/fats from any oil/fat that is non-

animal derived.

It should be noted that before the legislation passed the

Senate, the Community Affairs Legislative Committee’s

report recommended against the Bill. Therefore, there is no

scientific, commercial or legal merit to advancing the Bill. The

report cited concerns expressed by the Food Standards

Australia and New Zealand, that it ‘removes any

consideration of public health and safety from the process

of establishing a food standard’.

And it will increase costs for consumers. The Australian

Food and Grocery Council has stated that the cost of

implementing the legislation would be between AUS$5,000

and AUS$15,000 per product. With almost 50% of the

60,000 or more products on grocery store shelves

containing palm oil, this would result in costs of hundreds of

millions of dollars. Furthermore, the Bill poses a threat to

trade between Australia and its ASEAN partners.

Unprecedented pledge

As we stated in testimony before the Senate Committee,

‘for every one hectare of land developed for palm oil, 4 ha

of forest are preserved’. This is due in large part to the

remarkable properties of the oil palm – but, more

importantly, to Malaysia’s decision to ensure that its

environment will be preserved in perpetuity for our people. 

Revenue from forest land is 30 times less than that from

agriculture land. We hope you recognise this commitment

as what it is – an unprecedented promise to curtail

economic development for the national and global good. 

We have set a high standard for ratio of forest to total land

area of at least 50%. We would be most happy to follow the

standard set by developed countries such as 17% of forest

to total land ratio in Australia. 

We too wish to become a developed country one day.

But we would be happier if developed countries follow

our example of keeping 50% of their land area under

permanent forest and share the burden of conserving 4 ha

of forest for every hectare of agricultural land for

sustainable production of agricultural crops as done in

Malaysia. Australia with a smaller population has a

reversed ratio of 1 ha of forest to 3 ha of agricultural

areas.
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Australia’s Food Standards Amendment (Truth in

Labelling – Palm Oil) Bill 2011 proposes the labelling of

palm oil in food products. The reason given is that this

will create consumer awareness regarding palm oil production

and its nutritional implications.

However, Malaysia views this action as tantamount to supporting

a programme that hinders the development of an industry that

has contributed significantly to reducing rural poverty and

promoting economic growth.

In 2010, Malaysia produced 17 million tonnes of palm oil, of

which close to 16.7 million tonnes were exported. The revenue

from exports of palm oil and its products was valued at RM62.8

billion or 9.3% of the GDP of RM674.43 billion.

The current oil palm planted area accounts for 4.85 million ha

or 14.8% of the total land area of 32.86 million ha. Where

planting had increased five-fold from 0.64 million ha in 1975 to

3.37 million ha in 2000, it had dropped to an average of 0.16

million ha from 2005-2010 (Figure 1).

Malaysia practises a sustainable land use policy, taking into

account the need to balance developmental needs and

conservation of biodiversity. About 6.77 million ha or 21% of the

total land area has been developed for agriculture, while 18.31

million ha or 56.4% have been retained as forests (Figure 2).

Only a few countries have kept more than 50% of their land area

under forest.

The Government views the plantation industry, in particular oil

palm development, as one of its main pillars of the economy and

a means to raise rural income. The introduction of land

development schemes under the Federal Land Development

Authority (FELDA) bears testimony to efforts to uplift the living

standards and economic well-being of rural farmers through

higher income (Table 1). Apart from land, they are given housing

facilities with basic amenities, medical care, schools, places of

worship and other facilities equivalent to a small township. 
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Main cause of deforestation

Malaysia views with concern that the palm oil industry has been

attracting negative publicity especially from the perspective of

deforestation and consequent displacement of the orang utan

population. For example, it has been claimed in the Australian

Federal Parliament that ‘the equivalent of 300 soccer fields are

deforested every hour for oil palm plantations, and each year

more than 1,000 orang utan die as a result of land clearing in this

region’.  This statement is incorrect.

The FAO has stated that the primary cause of deforestation in

developing nations, particularly Asia and Africa, is poverty – the

clearing of land for habitat, subsistence farming and fuel. There is

no question that removal of forest is a primary cause of

endangerment of the orang utan. However, human settlement

and poverty are the main drivers of deforestation, not

development of successful plantations like oil palm.

In Malaysia, large tracts of forests are preserved permanently

alongside orang utan habitat (Table 2). Sabah and Sarawak

maintain 50% or more of their land area under permanent

forest. This should be more than sufficient for the orang utan

considering that humans too require land to meet food

requirements.

Questionable rationale of Bill

The primary reason given for mandatory labelling is that palm oil

is not a 'vegetable oil' as it is currently listed. 

The Malaysian Government believes that this reflects

misunderstanding of the technical designation 'vegetable oil',

which is used worldwide to indicate oil derived from vegetation

as opposed to animal-derived fats. The term 'vegetable oil' is

used to cover oils derived from fruit, including olive oil, and oils

from seeds, including canola oil.

The logic of Australia’s position is that, if a new category is

adopted for palm oil, then all oils not derived from 'vegetables'

would also have to be labelled separately. This would be

impractical and costly.

The development dimension

The Malaysian Government also wishes to express concern that

the Bill is seeking to create prejudice in Australia towards

products of developing nations, and is seeking to hinder growth

and economic development.

Australia has a commendable record of opposing measures to

restrict trade worldwide in agricultural products and it would be

disappointing to see it adopt a measure which would have the

effect of restricting consumption of a key export product of

Malaysia and other developing countries. 
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The Bill is also part of a wider global campaign to achieve a

cessation of conversion of forest land to more productive

purposes, such as plantation crops and production of food. This

is being urged by some international environmental groups

without regard to actions already taken in developing countries

to protect forest biodiversity, or the weakening of economic

development strategies.

This strategy is being pursued without regard to the consensus

struck at the United Nations Earth Summit in 1992 and

reaffirmed several times since in the UN. Those actions were

taken to protect the environment, but must not impede

strategies to raise living standards and reduce poverty in the

developing world.

The Malaysian Government encourages Australia to support

measures that strike a balance between development and

conservation. Like members of the Australian Parliament, Malaysia

is concerned about the need to protect the orang utan population.

Still, given that it is poverty which is the leading cause of

deforestation – as attested by Africa's first female Nobel

Laureate, Wangari Maathai, the founder of Kenya's Greenbelt

movement – it would be illogical for Australia to enact a

measure with the aim of protecting an endangered species but

which ultimately undermines efforts to reduce poverty – and, in

turn, deforestation – in the developing world. 

Health factors

Unlike other oils, palm oil is a balanced oil; it is also devoid of

cholesterol. It contains equal amounts of unsaturated (mainly oleic)

and saturated (mainly palmitic) fatty acids. Palm oil does not require

hydrogenation in most food uses, thus obviating the problem of

trans-fatty acids which are far more detrimental to health. 

Numerous human studies, including one conducted at the

University of Sydney comparing the health effects of palm olein and

olive oil (both high in oleic acid), have shown that palm oil (olein)

and olive oil have similar beneficial effects on blood cholesterol. 

The fatty acid composition (which determines whether an oil or

fat is saturated, monounsaturated or polyunsaturated) does not

tell the whole story. MPOB in collaboration with international

researchers has shown that the position of the fatty acid in the

triacyglycerol (TAG) is more important. Fatty acids in the 2

position of the TAG are mostly absorbed by the body while fatty

acids in the 1 and 3 positions are mostly excreted. In palm oil,

the 2 position is oleic acid which is similar to olive oil. Therefore

palm oil is similar to olive oil and other high oleic vegetable oils. 

The recent report of the Joint WHO/FAO Expert Consultation

of Fats and Fatty Acids in Human Nutrition (2011)

acknowledges that the total cholesterol and LDL-C raising

effects of palmitic acids are lower for vegetable than animal

sources because these are present predominantly in the sn-1

and sn-3 position, as opposed to the sn-2 position as in animal

fats like lard. 

Despite the recommendations of various national and international

health authorities to limit dietary intake of saturated fats as a means

of modulating cardiovascular heart disease (CHD) risks,

controversy remains as to the validity of these

recommendations. The wealth of confounding factors

demonstrates that saturated fat is not the major contributor to

CHD. 

More research is needed to clarify the role of dietary saturated

fats in comparison with specific forms of carbohydrates on CHD

risk markers. The recommendation for absolute reduction

strategies without considering the replacement nutrient may

also be brought into question; in particular, increasing

carbohydrate intake may be more detrimental than consuming

saturated fats.

The take-home message from palm oil is that it is nutritious,

does not contain trans-fatty acids, is not genetically modified,

contains essential fatty acids and is rich in oleic acids. It is also a

good source of phytonutrients including tocotrienols, has good

oxidative stability and good functional properties. 

The Dietary Guidelines for Australian Adults suggest limiting the

intake of saturated fat and total fat. The recommended total

energy intake from dietary fat is between 30% and 35%.

Saturated fat content in food is already labelled under current

provisions. As such, the requirement to label palm oil on the

grounds of its saturated content should not arise.

Ministry of Plantation Industries and Commodities

Malaysia

This is an edited version of Malaysia’s submission in August to an Australian inquiry

into the Bill
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We are living in a period of large-scale economic change, as

modern globalisation has gathered force. This new force in

human affairs is joined by other fundamental global

developments. One of them is the large demographic changes

influencing the political and economic course of the US, China,

Europe, Japan and yes, Malaysia and other fast-growing Asian

nations. Another is the spread of information and

communications technologies (ICTs) which are changing the

basis for economic value and tearing down political and social

barriers (Figure 1).

Today, I focus on the economic changes. We’re just now coming

out of a financial implosion on a scale that hadn’t been seen for

80 years. Financial crises have been quite common, starting in

Latin America in the 1980s, Japan and Sweden in the early

1990s, here and in much of developing Asia at the end of that

decade, and now, most recently, in the US and Europe (Figure 2).

The difference is that the recent crisis started at the heart of

global finance and the world economy, in the US. So, the crisis

was not only systemic – spreading from one financial institution
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to another, until the whole system froze up – but it then began

to cascade – spreading beyond finance from sector to sector

and then from country to country.  The most important reason

why the world was caught up in this US-based crisis is

globalisation. Since 1990, the share of everything produced in

the world that is traded across borders has jumped from 18%

to more than 30% – the greatest increases and highest levels

ever seen in history. 

Moreover, cross-country investment has grown twice as fast as

worldwide trade. And the most important kind of transfers has

been what economists call foreign direct investments (FDIs),

where multinational companies – mainly but not only American

– build factories and other operations around the world. What’s

historic here is that so much of these FDIs involve transfers of

the world’s most advanced technologies and business methods

to developing economies.

The result was the fastest global growth through the 1990s and

the last decade, until the financial crisis. And for the first time,

worldwide growth is being driven not by the advanced

countries, but by those parts of the developing world, including

Malaysia, that have effectively embraced globalisation, mainly by

making domestic public investments in education, infrastructure

and overall economic and political stability to attract foreign

direct investors (Figure 3).

The leading case is China, which aggressively took up the new

model for modernisation. This model was built on technology

and rising returns on education around the world. Technological

advances enabled multinational companies to take apart their

own production process, which they could then distribute across

many countries, based on their comparative advantages for their

piece of the production, and then pull them altogether in some

place of assembly. 

To carry out such a production strategy, you need ICTs to create

a global network for coordinating and managing a global

production process. You also need workers with the skills to

perform their piece of the process, in a country with the energy

and transportation infrastructure to support an advanced

production operation. So countries that invested in education

and infrastructure began to attract such investment.

Economic globalisation, then, rests on the powerful convergence

or synergy of domestic modernisation through public

investment – especially in education and infrastructure, but also

public health and telecommunication – and technological and

organisational modernisation through FDI (Figure 4).

Advances in ICTs

This is a world still largely defined by Anglo-American political

and economic values. It provides developing nations the means

to jump-start their modernisation, growth and incomes.  This

occurs partly in a direct way, through the productivity and high

wages of foreign-owned companies; but mostly in more indirect

ways, through what economists call spillovers. For example, the

native managers and workers in foreign-owned companies learn

new skills, how to work with new technologies, and how to

organise a workplace more effectively – and some them leave

and take these lessons with them to new or established native

enterprises, which also adopt them.  

More generally, domestic businesses observe the benefits of the

advanced technologies and business methods used in the

foreign-owned enterprises, and many will adopt them on their

own. That usually starts with suppliers to the FDI-based

company and with its rivals, and spreads out from there. And all

of this unfolds in ways that also generate large profits for the

multinational companies that began the process.  

One of the critical pieces of globalisation also transcends it, and

that is the advances in ICTs. It turns out that these technologies
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can be applied to virtually any economic and social activity, and

when that happens, they have very powerful effects. Apply

computers and broadband Internet to the retail business, and

entrepreneurs can offer standard products at lower prices than

any store.  Furthermore, the most respected brand retailers can

offer their own goods or services online and reach a national or

even international market, instead of just a local one. 

As more of our economic and social activities come to depend

on these technologies or migrate online, we begin to see the

‘idea-based’ economy as a concrete reality. It is already in the US

– and eventually it will also be the reality for most other

successful economies. I call the US a genuine idea-economy,

because for 15 years now, US companies have invested as much

in intangibles – mainly the intellectual property of patents and

trademarks, but also databases, branding, organisational changes,

and the training of human capital to use these ideas – as they

have in traditional physical assets, from equipment to land and

buildings.  

Creating and using new ideas has always been the most

important factor that determines how much economic progress

a country and its people make. And that’s why FDIs linked to

ICTs are so powerful. They give societies anywhere in the world

real access to ideas and innovations generated not only within

their own borders, but continents away in more advanced

economies.

This gives developing countries the ability to host, buy, rent,

borrow or steal the world’s most productive technologies and

business methods, opening the door to lightning-fast progress.

For all its cheap labour and land, China’s would look a lot more

like rural Russia today, if China’s resources weren’t combined

with the intellectual property of American, European and

Japanese companies.

The combination of these technologies, especially in their

wireless forms, with the new prosperity of large numbers of

people in developing countries, also has powerful political

effects, as the political upheavals across much of the Middle East

testify. These are revolutions fueled by fast-growing numbers of

educated young people and growing middle classes that expect

to play a real role in their nation’s political lives, brought together

through Internet-based social networks on very inexpensive and

thus broadly-used wireless systems.  

There’s one striking fact about the Arab Spring that hasn’t drawn

much notice: It skipped the region’s large oil producers. This may

be part of what economists call the commodity trap or

commodity disease. Countries blessed with abundant

commodities in global demand – and the charge to growth that

globalisation delivers has mightily increased that demand – may

be tempted to take an easy way out. They may decide to depend

on rising commodity prices instead of the hard work of public

and private investment to secure their prosperity.

Embracing innovation

Malaysia was a commodity-based economy, and commodities

remain critical to its prosperity.  About 22% of Malaysian exports

are commodities – led by palm oil, then followed by oil and

natural gas. It’s a strength that Malaysia is the world’s second-

largest producer and exporter of palm oil. It’s also a strength that

38% of its exports are electric and electronic products, and the

last 30 years have seen such a remarkable shift towards

manufacturing and services (Figure 5).

This has been driven, as expected, by FDIs and by direct

purchases of advanced technologies by Malaysian firms, and

especially in the cutting edge areas of electronics, chemicals

and palm oil. These FDI flows have been suppor ted by

public investment in infrastructure, a sound economic

climate, ease of trade, and investor protections. But there is

also evidence that Malaysia may be caught in a middle-
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income trap, as the World Bank puts it – less competitive as

a high-volume, low-cost producer, but unable to move up

the value chain by growing markets for innovation-based

products.

There are reasons for this. There’s too little domestic investment

– FDI accounts for nearly three-fourths of business investment

in Malaysia. The truth is, domestic investment in Malaysia has

never recovered fully from the 1997-1998 financial crisis and

neither has FDI. There are too many subsidies, which channel

domestic investment to those areas and starve other areas.

There are shortages of skilled labour, which calls for increased

public investment in education. There is too much licensing and

too much bureaucracy.

The reforms under the New Economic Model and the

PEMUDAH will help. But they will not be enough unless

Malaysian business expands its commitments to R&D and

worker training; and unless the government carr ies

through on the reforms and expands its commitments to

education, advanced infrastructure, and openness to trade

and investment. In doing so, you can reverse the

downward trend of FDI and domestic investment since the

1997 crisis.

Palm oil can help lead this next stage of modernisation, as

innovation extends its uses to supplements and pharmaceuticals,

bio-fuel additives and biomass sources of energy. And the palm

oil industry’s embrace of innovation can become a leading

example for other Malaysian industries. 

There’s not much time, however, because Malaysia is in the midst

of an historic baby boom, just like the ones that affected the

Asian Tigers 30-40 years ago, and the US, Europe and Japan 30

years before that. Today, 30% of Malaysians are under age 15, and

only 5% are over age 65 (Figure 6).

The economic miracles of Taiwan, South Korea, Hong Kong,

Singapore – and Germany for that matter – were all built on a

convergence of baby booms, investments in education to

prepare those boomers to be productive, reforms to increase

investment so that jobs were waiting for them, and flows of FDI

to modernise the economy.  

Without all of that, baby booms produce nation-size mobs of

unemployed young people, as seen in parts of Latin America. Just

as has happened everywhere else, your baby boom will be

followed by a baby bust, which will create new problems. Now

is the chance to put in place the policies and commitments that

will make best use of your baby boom and help to make

Malaysia a high-income country in years to come.

Robert J Shapiro 

Economist, Author, Advisor to the IMF

& CEO of Sonecon LLC

This is an edited version of a presentation, ‘The Global Forces Now Shaping the

Challenges that Face Advanced and Developing Countries’, at the Palm Oil Industry

Leadership Award dinner held in Kuala Lumpur in July.
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The palm oil industry has come a long way in just a little

over 100 years. But it now faces several challenges that

we must overcome through solidarity. And we must be

frank and honest about what these challenges mean for the

industry and its future prosperity.

Many of you will recall a scurrilous campaign in the West against

saturated fats in tropical oils during the 1980s. As a result, the

world was exposed to trans-fatty acids as palm oil was replaced

with hydrogenated oils, which are now recognised as highly

dangerous to health. Today, these same interests are advancing

an even more radical attack designed to harm the palm oil

industry.   

Unwilling to compete in the global market, European

governments and vegetable oil producers support a vast

network of environmental NGOs to attack the palm oil

industry. These include Greenpeace, the World Wildlife Fund

(WWF) and Rainforest Action Network (RAN). They agitate

and pressure governments, multilateral agencies and

consumers of our products. Their aim is to get governments

to restrict access to our products, or to get consumers to

embrace alternatives. 

These NGOs are morally obtuse. They fail to appreciate that it

is only due to the staggering wealth that accumulated in the

West that has enabled them to become concerned with

matters beyond simply providing for themselves. 

Make no mistake, their campaigns are having a strong effect. For

example, the WWF has effectively hijacked policy making at the

World Bank, one of the most important global anti-poverty

agencies. The WWF has undermined the purpose of the

organisation and elevated environmental concerns above the

need to reduce poverty. As pointed out by World Growth, the

Bank’s new policy on palm oil will have disastrous consequences

for the industry.  

The policy will: 

• Convert the World Bank into a global sustainability czar 
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• Institute a new lending policy that will reduce the ability of

the World Bank to support new investors and the sector in

the developing world

• Institutionalise WWF/RSPO sustainability standards as the

new global standards – this prevents national standards like

the one being developed in Indonesia from being accepted;

the effort is being copied in Australia and the UK

• Cements the World Bank as WWF’s Number 1 partner in a

global anti-free market, anti-competitive behaviour to control

the trade and commerce of key food products like palm oil

• Restricts smallholder growth and requires they be certified

• Will reduce investment in the palm oil sector in Africa

Their justification for these new rules is based on the Greens’

lies. They say palm oil harms wildlife, leads to deforestation and

pollutes the atmosphere. But science and experience tell us

otherwise. 

Of course the threats go well beyond the World Bank.

Role of buyers and retailers

Major global processors like Unilever have implemented

strategies to require producers to meet their specified

sustainability standards by 2020. The Consumer Goods

Forum, led by of course by WWF and a consortium of

Western retailers, has been established for this purpose;

Unilever, Tesco and others have publicly

committed to the greens’ ‘sustainability’ campaign.

They claim this is to halt deforestation, but this is

a dishonest smear. Our region has far more forest

cover than any country that is home to a green

NGO! 

In announcing their pledge to commit the

imposition of sustainability criteria and strict

sourcing policies, Sir Terry Leahy of Tesco and Paul

Polman of Unilever have claimed that this would be

achieved without increasing prices for consumers. In claiming

this can be achieved by improving yields, the CEOs ignore the

fact that this is harder than it sounds, and may not offset the

limitation to increasing production that denying agriculture

expansion would cause. 

Europe

Most notable of the obstacles in this market is the Renewable

Energy Directive, a blatantly protectionist ploy that discriminates

against palm oil in favour of less efficient, less sustainable

domestic bio-fuel sources. 

Furthermore, current discussions on the inclusion of Indirect

Land-use Change criteria are a direct assault against developing

countries’ needs to expand agriculture to meet domestic and

international demand. 

The policy makers in Brussels and other European capitals such

as London – who now seem set on establishing RSPO-like

criteria – seem oblivious to rank hypocrisy. Western nations

enjoyed the luxury of direct and indirect land-use changes

before they were fully developed. It’s only once they are rich that

they have conveniently become concerned with the

environment

Australia

There is pressure from green groups erecting a food labelling

scheme that requires the use of certified sustainable palm oil in

order for access to the market. The hypocrisy and short-

sightedness are remarkable. As Datuk Shahrir Samad recently

noted: "Why is Senator Xenophon [the architect of this effort]

ignoring the fact that for every hectare of oil palm he condemns,

he is indirectly supporting 16 or more hectares of temperate

forests to be cut down only to be planted with rapeseed,

soy[bean] and sunflower, so as to produce the same amount of

edible oil?" 

US

Just as palm oil exports to the US reached 1 million tonnes,

RAN mounted a coordinated and scurrilous campaign against

Girl Scouts USA for the use of palm oil in cookies, which are

made by a subsidiary of Kellogg. Is nothing off limits?  
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It should also be noted that the RAN campaign does not ask for

sustainable palm oil to be used, but that palm oil not be used at

all. Here we see they are not truly interested in the environment

– it is nothing but spite against us.

It should also be noted that under the current environment

where NGOs are attacking any buyers of palm oil, even RSPO

membership and certification are not sufficient to protect these

brands from baseless attacks. Kellogg is a member of the RSPO,

and has made a pledge to source only sustainable palm oil. 

Looking ahead

The palm oil industry has woken up to the lies of

Greenies. We have organised, mobilised and fought

back against their scurrilous campaigns. Our work can

now be felt by the Greens on their home turf from

London to Brussels to Canberra to Washington. All of

these efforts must continue, and should be greatly

increased by focusing on key areas.   

We must begin an effort to reform RSPO. We still

believe in its relevance as a good example of a voluntary

initiative to demonstrate palm oil’s sustainability to key

customers around the globe. However, it is increasingly clear that

RSPO is not working under the current framework.

RSPO requires smart and sensible reform. What should we

seek? The goal should be to strengthen and improve RSPO so

that it finally works for all parties. To that end it must be

acknowledged that interests of planters in Malaysia and

Indonesia are not properly represented. The interests of

NGOs are given excessive weight. There is too little

transparency in the overall process and so our voices are not

heard.    

A PhD candidate from Bogor Institute of Agriculture put it best:

‘The change of RSPO principles and criteria each year

complicates business, especially [for] palm oil producers. With a

decision-making mechanism through voting, the palm oil

producers, who account for 30% of members, often lose to non-

producers. The interests of palm oil producers are rarely

accommodated.’

As a result, unfair and, in some instances, impossible demands

are made under the banner of RSPO. The lack of equal

representation, alongside biased board members, calls into

question the governance of RSPO. For example, one needs

to look no fur ther than the role of Unilever and its board

representative Jan Kees Vis. This collaboration can be

described as self-benefitting or even perhaps collusion to

end policies that are not in the interests of producers. 

Reform should include sensible ‘conflict of interest’ rules to make

sure all parties are treated in a fair and transparent manner, and

are equally represented. Simply put, RSPO must not be used

only to meet the NGO agenda, but must also support national

economies. It should be reformed to respect national

development strategies

and certification schemes.  

This should include, for

example, the Indonesian

Sustainable Palm Oil

certificate. The Indonesians

have done admirable work

in developing a framework

that can work for all

parties. Other nations should study their effort as they craft

similar reforms and frameworks. A wise system would

complement national conservation pledges and recognise the

right of countries to expand agriculture responsibly to meet

domestic and international demands.

We will realise the future we all want if we band tightly together

to form a global alliance among Malaysians, Indonesians and all

palm oil producing countries. There is strength in unity. To achieve

our long-run vision, we should consider the establishment of a

council to promote our industry. Led by Malaysians and

Indonesians, such a council would advance our interests around

the world to meet the challenges head on, with confidence and

vigour.

Tun Dr Lim Keng Yaik

Malaysian Minister of Primary Industries, 1986-2004 & 

A founder of the Cairns Group of Agricultural Exporters

This is an edited version of a presentation at the International Conference and

Exhibition on Palm Oil, held in Jakarta in May.

Comment
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Comment

In April 2008, Unilever, one of the world's single largest

consumers of vegetable oil, came under attack. Its UK offices

came under siege from orang utan, or rather Greenpeace

activists dressed as those adorable, cuddly creatures.

Eight of them managed to climb on to a balcony at one of

the Unilever buildings and their antics in orange furry suits

and monkey masks to make them resemble those ‘people of

the forest’ got coverage around the world. A great gimmick.

Greenpeace's beef, which is not entirely correct: Forests, the

orang utan's habitat, are being cleared in Borneo to be

replanted with oil palm and that Unilever is a large

purchaser of the resultant palm oil.

Basically the non-governmental organisation (NGO) was

lobbying consumers to boycott a range of consumer

products from Unilever and indirectly putting pressure on

all oil palm growers worldwide by asking whether they

produce ‘sustainable’ palm oil or not.

The Roundtable on Sustainable Palm Oil (RSPO) was

formed in 2004 out of similar pressure over years. Basically

it is a grouping of oil palm growers, users and interested

parties which has now agreed on certification as to what

constitutes sustainable palm oil.

That's a long list but at the top of that is one condition that

palm oil should not be produced from the clearing of

forests. Others include social criteria such as treating

employees well, not displacing indigenous people, etc.

Malaysia has officially stopped clearing virgin forests and

apparently that has resulted in Malaysian producers

considering themselves as having an advantage relative to

Indonesian producers. Hence, some of them believed they

could get a competitive advantage over Indonesian

producers if they go the RSPO way and get their palm oil

certified as sustainable. But they may have shot themselves

in the foot. Increasingly, they may be finding that some of the

conditions imposed are onerous and difficult in terms of
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implementation and that the RSPO is being controlled by

other interests and they have little say in what it does.

For instance, how does one ensure that all production going

into a mill or a refinery is from certified sources and can

one get enough input even then? If supply is ‘contaminated’

with a bit of uncertified oil palm or palm oil, does the entire

batch become uncertified? And who are these people who

certify the oil?

That oil palm growers have allowed themselves to be

pressured and seduced to believe that RSPO-certified palm

oil is the key to their survival may turn out to be one of

their bigger mistakes in life, something they may have cause

to regret unless they do something about it.

Unequal representation

The RSPO is comprised of a whole lot of members other

than growers. The growers do not exert significant influence

over the body and have instead relinquished this to a body

of people who may not be that independent, especially in

terms of their stance towards deforestation and issues

affecting oil palm growers.

According to the RSPO website, Malaysia has 95 members

and Indonesia 79 out of 495 members. That's 37% in total

but European members total 280, accounting for 57%.

Indonesia and Malaysia produce some nine-tenths of the

world's palm oil but their members in the RSPO total less

than half that.

Or take composition by category. Oil palm growers have

just 87 members, a mere 18% but palm oil processors and

traders have 191 members or 39% while consumer goods

manufacturers and retailers have 186 members or 38%.

Again, growers are swamped.

Perhaps there are executive board provisions for growers,

but no. It looks bad, real bad. They have four allocations, the

same as for NGOs, with two for environmental ones and

two for social ones. Palm oil processors, consumer goods

manufacturers, retailers, and bankers and investors have

two each, again swamping growers.

That means oil palm growers are overwhelmed three to

one by others on the executive board. The current

secretary-general in fact was a representative of WWF

International on the executive board from 2007-2009. Can

growers expect their interests to be well-represented

under such circumstances? No, not at all.

How growers have allowed themselves to be so weakly

represented on the RSPO to the extent that they have

much less say than others is impossible to understand. At

the least, they should have had an equal representation: it's

their product which is being certified.

A look at two videos on the RSPO website indicates the

bias towards deforestation and the obsession with orang

utan, the primary marketing tool of NGOs in their fight

against use of palm oil in developed countries.

One is by the WWF, an organisation which routinely raises

funds by alleging that many animals, including the orang utan,

are near extinction. Predictably, the orang utan is again

showcased in this video and the message is forests cannot

be cleared. Many Malaysians will challenge the view that

orang utans are an endangered species in Malaysia.  

How forest resources are used is a sovereign right and

others are entitled to object if the clearing is done in an

improper manner. The RSPO cannot be the final arbiter of

how the forests should be used which needs to balance the

development needs of the country and the need to

maintain biodiversity. Even RSPO's own video rolls out the

orang utan yet again although the message is not so strident

in terms of forest clearing and makes some admission of oil

palm's advantages over other crops.

Growers have one thing going for them and it may be more

important than any other economics. The demand for

vegetable oil is skyrocketing from year to year as demand

from China and India and other developing countries

increases rapidly. Certification won't matter in scarcity.

Oil palm growers have put themselves in a tough spot but

it is quite easy to get out of it. Malaysia and Indonesia

produce nine-tenths of the world's palm oil. If both these

countries don't participate in RSPO there is no RSPO.

Period.

P Gunasegaram

Managing Editor,  The Star

Source: ar.com.my/news/story.asp?file=/2011/8/6/business/9248945&sec=business

23237 Do We Need_2_Layout 1  10/21/11  11:59 AM  Page 24



25GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.8 ISSUE 3, 2011

Markets

As in 2008, the current bull market in agricultural

prices has attracted a number of studies

including one produced under the auspices

of the Farm Foundation entitled ‘What’s

Driving Food Prices in 2011’ released in

July. 

Authors Philip C Abbott, Christopher

Hurt, and Wallace E Tyner, well-known

agricultural economists from Purdue University,

make important points that deserve discussion. They state that,

while there are some similarities between the 2006-2008 spike

in agricultural prices and what is currently happening, there are

also important differences. 

The similarities are supply and use shocks; population and

income growth in developing countries; production trends and

declining investment in research; bio-fuels that link corn to crude

oil; export restrictions and trade policy issues; and exchange

rates and macro-economic factors including the financialisation

of commodities.

However, the authors identify five key issues particularly

pertinent to agricultural commodities and food prices in 2011. 

Two large demand shocks

These come from bio-fuel demand for corn and big Chinese

soybean imports. Both have increased in recent years, and

their size and persistence affect markets and prices. There can

be no argument here. USDA projects that US corn used for

ethanol will account for more than 40% of the corn used by

the US in 2011/2012, exceeding feed use for the first time

ever. 

Meanwhile Chinese soybean imports will reach more than 50

million tonnes and account for well over half of the world

soybean trade. We would add that neither corn for ethanol nor

Chinese soybean imports should be ‘shocks’ to markets this year.

Both were predictable well in advance.

Greater market inelasticity

The two biggest, most persistent sources of

demand have been relatively unresponsive to market price

movements. The use of corn for ethanol is proscribed by US

energy policies, which make the level of use much less responsive

to price than it normally might be. Chinese government

stockholding policy has been a big contributor to the growth of

Chinese soybean imports since 2008, and it too has been less

responsive to price action than traditionally has been the case. 

In addition, land-use responses in the US to bio-fuel corn

demand and Chinese soybean demand have become less elastic

because there is virtually no growth in the amount of additional

land available for crop production. In 2005 it took 16.1 million

acres of US cropland to cover bio-fuels and China’s soybean

imports. By 2010 about 46.5 million acres were required to

meet those two sources of demand. 

Mostly, this increase came from land reallocated from other

crops causing the ripple effect of lower production and higher

prices of certain other crops. Cotton did not participate in the

2008 price spike, but has been a price leader in 2011 due in

large part to land shifting from cotton to corn or soybeans.

We think that the reduced ability of markets to respond to price

signals in 2011 due to inelasticity of demand is a very important

consideration that is often overlooked by analysts trying to

explain why prices got so high. Tight supplies of corn and
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soybean in 2010/2011 have pointed to the widely acknowledged

need for high prices to ration demand. 

Market analysts have constantly searched for signs of demand

rationing during the sharp jump of corn and soybean prices

during the first half of 2011. But it has been much harder to

achieve than many expected due to the relative inelasticity of

demand pointed out by the authors of the study.

Weather and stocks

It is obvious that weather is always crucially important to the

production of crops. The authors argue that since stocks/use

ratios are generally lower in 2011 than they were in 2008, the

impact of poor weather on crop production is relatively more

important now than it was then. 

We certainly agree with this, although we note that fears of crop

damage from poor early-season weather were a contributing factor

to the 2008 price spike even though the fears proved unfounded.

Chinese trade and stocks policies

China has largely focused government support for crop

production on grains rather than oilseeds. This has allowed China

to become mostly self-sufficient in cereals even as incomes grow

and dietary changes occur, but forces it to rely heavily on

imported soybean. 

It has been government policy to maintain large reserve stocks

of grains, soybean, and vegetable oils. Self-sufficiency and big grain

stocks have left China disconnected from the world markets for

corn and wheat (until its recent purchases of US corn), but its

reliance on soybean imports makes it by far the biggest factor in

the world soybean market. 

With its huge population and rapidly growing middle class, China

is potentially an enormous factor in world grain markets as it

already is for cotton, industrial metals, and energy. Stockholding

policies have cushioned the impact of income growth and

dietary changes, but for how long is a question that the authors

leave alone. Moreover, the authors do not discuss the possible

world market impact of China’s efforts to control inflation,

particularly food price inflation.

The authors contend that self-sufficiency and big stocks of grain

leave China apart from world markets, and mean that domestic

Chinese prices are disconnected from world prices. We agree

this has been largely true in the past several years, but that in

2011 the disconnection is beginning to break down. This, we

believe, will be a factor of growing importance to world prices

going forward.

Macro-economic factors

Exchange rates, interest rates, fiscal and monetary policies,

economic growth and/or recessionary cycles, expectations

regarding inflation, and the financialisation of commodities are all

‘outside’ factors that seem to be a growing part of commodity

markets. The ‘commodities as an asset class’ movement is an

example of how closely commodities are interwoven with

financial markets and instruments.

The authors point out that agricultural market prices joined in a

generally bullish commodity market run from 2003 to a peak in

2008, when prices collapsed on the cusp of a serious recession.

They see this as evidence of the influence of macro-economics.

Some say that another bull market started in mid-2009 as

economic growth restarted, especially in developing countries.

We agree that any ‘outside’ factor that could possibly influence

supply and/or demand is important to markets and prices, and we

agree that futures markets specifically can reflect expectations of

how some of these macro factors might affect grain and soybean

prices at some future point. However, this is nothing new. 

Exchange rates, interest rates, and fiscal and monetary policies

have always had a direct or indirect impact on grain markets. This

impact is easier to spot and the influences may appear greater

when corn is priced at US$7/bushel than when it is

US$2/bushel. Moreover, market globalisation has raised the

visibility of some of these factors.

The authors allude to the debate about speculation, index funds,

exchange traded funds and other non-commercial participants and

whether or not these have been a factor in causing and/or

perpetuating higher commodity prices. However, they do not take

sides. They comment that most commodity market experts say that,

unless non-commercial traders somehow alter supply/demand

balances, these do not have a lasting influence on price levels.

Robert W Kohlmeyer

Source: Ag Review August 2011, World Perspectives Inc

This is an edited version of the article.
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Food considered unhealthy, including crisps, soft drinks and chocolate

bars, could be subject to a new tax in Hungary, aimed at improving health.

A Bill, introduced on July 11, proposes to impose a 10 forint (3.7

eurocent) levy on products that contain ‘too much’ salt, sugar or fat, while

increasing the tax on liquor and soft drinks by 10%, according to the

Global Post news website.

The proceeds, estimated to be worth up to 30 billion forint (111 million euro), would pay for state-funded

healthcare, which has a deficit of about 100 billion forints (371 million euro). Hungary is among the most severely

indebted countries in Eastern Europe.

The Bill could easily pass, said its author Gabor Csiba, who is president of the Strategic Alliance for Hungarian

Hospitals and a member of the ruling Fidesz party.

However, FoodDrinkEurope, a trade group representing the European food and drinks industry, says the proposed

tax is "discriminatory" because it targets specific types of food and tends to hit low-income groups hardest.

It says such taxes are cumbersome to collect, economically damaging and have no proven potential to improve eating

habits. Danish obesity rates, it says, have risen despite a tax on candy since 1922.

Source: Bakeryandsnacks.com

Hungary Proposes 'Fat Tax'

In July, the European Union (EU) approved the first batch of seven sustainability schemes for bio-fuels which Energy

Commissioner Gunther Oettinger described as a "big step" towards climate-friendly transport. The EU is committed

to achieving a 10% share of renewable energy in transport by 2020. 

The certification schemes are:

• ISCC (German government-financed scheme covering all types of bio-fuels) 

• Bonsucro EU (Roundtable initiative for sugarcane-based bio-fuels; focus on Brazil) 

• RTRS EU RED (Roundtable initiative for soybean-based bio-fuels; focus on Argentina and Brazil) 

• RSB EU RED (Roundtable initiative covering all types of bio-fuels) 

• 2BSvs (French industry scheme covering all types of bio-fuels) 

• RSBA (Industry scheme for Abengoa covering its supply chain)

• Greenergy (Industry scheme for Greenergy covering sugarcane ethanol from Brazil) 

Bio-fuel producers hailed the schemes for addressing sustainability concerns, but there was a chorus of criticism from

NGOs over a perceived lack of definition, verification resources and sensitivity to land-use issues.

The new system allows companies in Europe's €13 billion bio-diesel industry to seek a five-year green standard

under the EU scheme, or comparable national ones. Certification will then be awarded to any which produce bio-

fuels emitting 35% less greenhouse gases than petrol, with the figure rising to 60% from 2018.

Bio-fuel Certification Schemes in EU
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On July 6, the European Parliament adopted new rules on food

labelling. The deal struck between the EU institutions was broadly

welcomed by various stakeholders, amidst regrets by some over the

deletion of front-of-pack nutritional declarations from the initial

European Commission proposal.

EU Health Commissioner John Dalli said the deletion "reduces the

benefits for consumers" of including nutritional information on food

packaging. This was echoed by the European Consumers' Organisation. While it believes consumers will now be able

to make more informed choices, "the regulation will not enable them to choose the healthiest products at a glance,"

said Monique Goyens, its director-general.

The new rules also require manufacturers to indicate the origin of vegetable oils.

German MEP Renate Sommer (European People's Party) noted that final consumer prices for food might increase

as a result of the new rules, and that the new requirements will be more expensive for small producers.

The outcome is good news for the food industry, which has been rolling out its own voluntary scheme based on

Guideline Daily Amounts – these estimate the average daily energy requirements and give calorie information per

portion. However, the EU food and drink industry lobby group, FoodDrinkEurope, said it is difficult to assess the

impact on this sector’s competitiveness.

By end 2014, the Commission will carry out an evaluation on the presence of trans-fatty acids in food and may come

up with a legislative proposal including clearer labelling and restrictions on use. Denmark and Austria have already

introduced such restrictions.

Source: EurActive Newsletter : Agriculture & Food

EU Adopts Food Labelling Rules

Adequate monitoring over the whole production chain will have to be demonstrated

and bio-fuels grown on land with high biodiversity value will not be allowed. But

environmentalists complain that the European Commission still has no definition for

what ‘highly biodiverse grasslands’ comprise. They also stressed that other regulatory

issues such as the impact of Indirect Land-use Change (ILUC) should be clarified as

soon as possible. 

A Commission communication on ILUC has been postponed until after the summer

break, but the EU executive's energy department is known to favour a more generous 'greenhouse gas threshold'

for measuring the environmental contribution made by bio-fuels. Oettinger insisted that Brussels is at least taking

measures to ensure that bio-fuels are not produced on rainforest land which is directly cleared for feedstock

cultivation.

Source: EurActive Newsletter : Agriculture & Food
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The Crude Palm Oil Futures contract
(FCPO) traded on the Bursa Malaysia
Derivatives exchange has dipped by 12%
since the start of Q3. The 3rd month
benchmark contract rebounded from a
nine-month low of RM2,917/tonne as
buying interest intensified amidst
supportive fundamentals. The drop below
the RM3,000 mark was a panic reaction
to the US being stripped of its AAA
rating by S&P. Prices have since stabilised
above the RM3,000/tonne level, despite
lingering uncertainties in the financial
markets. 

Malaysian palm oil exports hit a historic
high of 1.73 million tonnes in July. China
shipped in 460,990 tonnes during the
month, an increase of 46% m-o-m and
97.6% y-o-y.  Cargo surveyor SGS’ latest
export estimate for August suggested a
0.5% m-o-m decrease at 1.62 million
tonnes but that is still a 41% increase y-o-
y. China remains the biggest importer,
receiving an estimated 450,993 tonnes. 

With a flattish output in August and
anticipated lower exports, end-month
stocks should remain unchanged at

around 2 million tonnes. There is a fair
chance that the September end stock will
rise above 2.1 million tonnes again, as we
foresee a fur ther drop in exports.
Demand should shrink post-Ramadan
and supply should soar as Indonesian
exporters get into action after the
announcement of the new export duty
structure. 

China’s appetite for palm oil will remain
as its soybean harvest may drop by 10%
compared to last year, as reported by the
National Grain and Oils Information
Centre. This is on top of the 56.5 million
tonnes of beans to be imported this year.
Maintaining a strategic reserve for
essential food consumables is still
important to China. 
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Let’s look at PT Astra Agro Lestari’s CPO
output to gauge Indonesian production.
The company’s July CPO output was up
2.5% m-o-m and up 14% y-o-y. Its
production of 705,136 tonnes to date
this year was 24% higher than during the
same period last year. The pace may have
slowed marginally but it is on track to
achieving another record high crop this
year. According to GAPKI, Indonesian
palm oil exports increased by 8.9% over
the first six months to 8.2 million tonnes,
against the same period last year.

India’s soybean production may climb as
much as 10% next year as farmers take
up planting, as highlighted by the Soybean
Processors Association. India harvested
10.1 million tonnes of beans in the
previous crop year and farmers have
planted 12% more this year, covering 10.2
million ha. 

The Meteorological Department
reported that 91% of the land area had
received excess or normal rainfall as at
Aug 31. On the whole, cumulative rainfall
during the current monsoon has been
normal and on par with the long period
average. Rainfall over Madhya Pradesh
state, a major soybean planting area, was
29% more than the 50-year average. 

The Solvent Extractors Association of
India reported that palm oil imports had
increased by 2.7% to 4.53 million tonnes
from November 2010 to July 2011,
compared to the same period last year.
Soybean oil imports fell by 43% over this
period. Total edible oils imports were
down by 4.4% to 5.83 million tonnes. 

The US soybean crop outlook has been
rather discouraging with USDA having
lowered its output estimate in a recent
report. The harvest will total 3.06 billion
bushels versus 3.33 billion bushels last
year, or 8.2% lower. Farmers planted less
soybean, with some switching to corn.
The heat and dryness in July and August
too has reduced yield potential. Acreage

was lowered to 75 million acres,
compared to 77.4 million acres last year.
And yield per acre is expected to drop to
41.4 bushels from 43.5 bushels last year.
Inventory was trimmed to 155 million
bushels, down from 175 million bushels
forecast a month ago. 

A slight deterioration in crop condition
was reflected in the latest USDA crop
progress report released on Aug 29. It
placed 57% of the US soybean crop in
the good-to-excellent category,
compared to 64% a year ago and 59% a
week ago. Linn Group cut the 2011
national harvest estimate to 2.99 billion
bushels and FC Stone slashed this to 3.03
billion bushels, both below the USDA
forecast. However, Pro Farmer pegged its
forecast at 3.08 billion bushels, a tad
higher than the USDA estimate of 3.06
billion bushels.

This has put a lot of pressure on Brazil
and Argentina to compensate for the
crop lost in US. Fortunately, Oil World
reports that soybean planting in both
countries will climb by 2.2% this season.

Borrowed strength
We opine that the benchmark 3rd
month FCPO contract will trade within
RM2,800 and RM3,160 in Q3. Despite
weak overall market sentiments,
supportive underlying fundamentals,
especially in the soybean complex, should
provide some support to palm oil. 

Technically speaking, the immediate price
trend of palm oil is still downwards. The
downside target is at RM2,800, whereas
the resistance level is at RM3,160. The
downward trend is still intact as a series
of lower highs and lower lows persist on
the daily chart. 

If another round of sell down happens in
the equity markets, we expect the FCPO
to test the major support level of
RM2,800. Despite the borrowed strength
from soybean, we do not expect the

FCPO price to move above RM3,200 as
that would nullify the price
competiveness palm oil currently enjoys.
A more likely scenario is that the price
differential between palm oil and soybean
oil will remain wide.

There is a fairly good chance for the
FCPO price to stage good recovery in
the later part of Q4 after an imminent
downward price adjustment. There are
two factors that we can bank on for this
to happen – the weather and investment
demand.

There are renewed concerns about
recent weather developments that may
hamper recovery in food crops. We still
see ENSO-neutral conditions across the
equatorial Pacific, and this is expected to
continue into Q4. However, a return of
La Nina is possible thereafter. Three global
weather forecast agencies have put out
an alert for this. 

The prospect of adverse weather
conditions, together with uncertainty in
the financial markets, has diverted
noticeable investment interest to
agricultural commodities. Non-
commercials or funds have increased
bullish bets on agricultural commodities
on signs of tightening supply. The net long
position in 11 commodities held by
investors was raised by 18% for the week
ended Aug 30, according to the CFTC. 

Let’s hope that these will only hold
commodity prices and not cause another
round of hyper food-price inflation. Many
analysts have cut forecasts for global
economic growth for this year and
predict interest rates to stay low, until at
least 2013.  

Report as at Sept 6, 2011

Ryan Long

Vice-President

OSK Investment Bank Bhd

(Futures and Options)

23237 Market Analysis_2_Layout 1  10/21/11  10:28 AM  Page 30



31GLOBAL OILS & FATS BUSINESS MAGAZINE • VOL.8 ISSUE 3, 2011

Branding

Are you a Coke or Pepsi drinker?  Do you pull into McDonald's
golden arches or prefer to ‘have it your way’ at Burger King?
When it comes to coffee, which kind gets you going, Lavazza or
Kopi Luak? 

If you think it's just your taste buds that guide these preferences,
you may be surprised by what neuroscientists are discovering
when they peer inside the brain as it makes everyday choices
like these.

In this issue, we explore this very interesting and new area called
neuromarketing – a field where science and marketing meet. It
bears witness to an historic meeting between neuroscientists and
marketing experts, a union that sheds new light on how we make
decisions about what we buy – everything from cooking oil to
food, cell phones, cigarettes and political candidates – and why. 

A research discipline that’s still in its infancy, neuromarketing uses
high–tech brain scanning techniques, such as fMRI and EEG, to
investigate brain activity. This neuro-imaging hardware enables us
to examine and analyse what really drives our behaviour, opinion
and, preference for Old Town White Coffee over Paparich
Coffee, iPods over Zunes, or McDonald’s over Burger King.

Science Daily recently announced that researchers at Oxford
University are to study this relatively new field of consumer and
market research, which uses brain imaging and measurement
technology to study the neural processes underlying an
individual's choice. Neuromarketing claims to reveal how
consumers assess, deliberate and choose in a variety of contexts.

According to neuromarketers this growing industry has the
potential to significantly increase the effectiveness of advertising
and marketing campaigns. They claim that neuromarketing will
provide detailed knowledge about customer preferences and
what marketing activities will stimulate buying behaviour, and
make promotional campaigns more effective. 

It will be valuable in providing cues for the best place and prices
in advertisements, and should cut the risk of marketing products
that are doomed to fail. In the experts' view, instead of relying
on focus groups, neuromarketing offers the promise of

'objective neurological
evidence' to inform
marketing campaigns.

Three-year study
If neuromarketing is set to revolutionise marketing, what are the
implications of this development? The study will cast light on the
'neuro-turn' in marketing by conducting fieldwork, interviews and
documentary analysis. In addition a critical, historical assessment
will consider and compare how different market research
techniques can affect consumers and consumer behaviour.

The project is led by Professor Steve Woolgar of the Saïd
Business School and is located within a larger collaborative study
of the ‘Neuro-turn in European Social Sciences and the
Humanities: Impacts of neurosciences on economics, marketing
and philosophy’, with researchers from other parts of Europe.

Woolgar said: “This three-year project will be the first large-scale
study of how emerging neurological knowledge about human
decision-making is transforming the techniques of marketers and
others who seek to influence the behaviour of consumers. It has
far reaching implications for what we know about how humans
make their choices, the role of the brain and the factors at play
in everyday decisions we all take.”

Dr Tanja Schneider, a researcher on the project, said: “For a number
of years, research has been focused on brain-imaging centres. This
is now moving out of the laboratory and into practice. The research
we are doing will cast light on what is already happening in this
area, and will explore what is likely to develop in the near future.
We know this will impact society in a major way, so it is critical to
understand these developments better.”

At present, most of the research is purely academic. However,
even brain experts anticipate that it's just a matter of time
before their findings become a routine part of any smart
corporation's marketing plans.

LS Sya

Branding Specialist

London BrandMagic
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One of the most talked-about issues in the world

of oils and fats today is that of public perception.

This is because producers often tell me that the

general public (and the worldwide media) isn’t

exactly 100% on the side of the industry. It’s an

issue that troubles all oils and fats sectors to

some degree, but palm oil producers in Southeast

Asia feel it acutely.

So, the question is: How does the industry change public

perception so that it is viewed more positively? This article will

cover a range of ideas on how to change perception in the

general sense, and also how it can apply in the oils and fats

industry in particular. My message is: there are many reasons to

be optimistic.

The business of changing perceptions can be a complex, often

difficult, and even seemingly impossible task. It can be summed

up by paraphrasing a line from the sci-fi movie The Matrix:  ‘Some

people are so stuck, that even if you show them a better way,

they will resist you’.

Yet, on the optimistic side: people do change their minds.

Often the change comes at unexpected times and for not

entirely obvious reasons. When it does come, what exactly is

the process that results in the change happening? Many

psychologists, and exper ts from other disciplines have

looked into this, and many methods have shown up as

effective. 

In this article I’ll focus on the role of Neuro Linguistics – how the

human brain processes information. I’ll present it with a series of

ideas which I’ll refer to ‘Keys to perception change’.

Key 1: The importance of

symbols and imagery

To a large extent, the human brain doesn’t operate on logic.

Instead, and to a surprising degree (and many would say that

degree is over 90%), it operates on symbols. In particular it

operates on symbols that trigger an emotional response. For

example, if someone sees an emotionally charged image of, say, a

small child crying (or an orang utan in its natural habitat) any facts

presented around this would get an emotionally charged response. 

I know that this is the stuff of court-room dramas but it does

work, even if the facts aren’t presented in a way that makes

logical sense. Talking of court rooms… Robert Cialdini,

psychology professor at the Arizona State University, found that

juries were more likely to let off defendants who were good-

looking (whatever the facts). Fact-based? No. Fair? No. Strongly

symbolic? Yes. Emotional? Yes.

Key 2: Appealing to fairness is a waste of time

Most parents soon learn that fairness doesn’t work with the

business of changing children’s perceptions (or behaviour). A

typical example would be of a child being nasty to an animal. If

the parent’s response was:

- Don’t do that, because it’s not nice; or

- How would you like it if someone (or something) were to do

that to you?
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Children will often respond to the first with: ‘Why should I care

what’s ‘nice’?’; and to the second with: ‘Yeah, well, they’re not, are they!’

The same approach gets remarkably similar results in adults. 

As Robert Greene posited in his book The 48 Laws of Power, you

become more influential when you stop appealing to people’s

sense of gratitude (or any other moral nicety, such as fair play or a

sense of decency) and start appealing to their sense of self-interest.

Top sales people know this with the magic question: What is

everybody’s favourite radio station? You know… that one that

they tune in to every single day?

Answer: WIIFM (What’s In It For Me?)

Oil crop producers have made errors in this area countless times.

They say things like: ‘Europeans criticise Malaysia and Indonesia for

chopping down tropical rainforests in order to grow oil palm, but

Europeans have chopped down much more of their own forests

and in the process almost wiped out species of butterflies, moths,

squirrels, mice and bats. So, who are they to criticise?’

True. But unfortunately, the business of changing people’s minds

isn’t about what is true. People aren’t interested in this. They are

interested in their own interests. In other words: stop being so

idealistic and grow up!

Key 3: Master the art of reframing

Here’s a question: ‘Is $5 a lot of money?’

The answer, of course, is that it all depends on what the question

is about. Or, if you prefer, the context: What’s the landscape

around the question? What are we talking about here? 

Welcome to the world of reframing!

The answer to the $5 question depends on what we are talking

about. If we are talking about buying a new computer, then the

answer is ‘No’. Conversely, if we are talking about a single page

of photocopying, the answer is ‘Yes’ (when a copy costs a few

cents). But, and here’s the main point: $5 is still $5!

For another example of reframing, let’s look at bats (the ones

that flap their wings). There are three reasons for choosing bats: 

- We’ll be looking at them in a case study later.

- Bats are an important part of the ecological issues around oil crops.

- The UN has declared 2011/2012 as ‘The Year of the Bat’.

Are bats desirable? Well, here are a series of frames taken from

Bats magazine:

Frame 1: 75% of cases of humans with rabies in the US are because

of bats.

Well that should settle it. Rabies is bad, and 75% is a big number,

almost 100% now that we think about it. So, therefore bats are

bad. End of story! But then …

Frame 2: 99% of cases of humans with rabies in the world are

because of dogs; dog controls in the US mean that few cases of dog

attacks cause rabies there.

Ah, now bats don’t actually look quite so bad! But there’s more.

Frame 3: Comparing bats with average annual fatalities in the US,

the list goes as follows:

- 900 from bicycle accidents

- 20 from dog attacks

- 18 from lawn-mower accidents

- 4 from playground equipment

- 1 from bat rabies

Hey presto! Bats are all of a sudden looking rather good. Why

protest against bats when you can protest against bicycles, for

much greater benefit to humanity and for the same amount of

time and effort? Yes, it’s all getting a bit complicated.

Incidentally, you might have noticed that Frames 1-3 are all 100%

true. In other words: truth in and of itself doesn’t actually help us

all that much, because so much depends on which truth we are

focusing on. So, perception change and persuasion aren’t really

decided so much by ‘truth’ (as that’s all over the place) but more

by which truth you pick and which angle you look at it from. In

other words: it’s more about frames than facts.

Key 4: Play to people’s predispositions

Back in World War II, the 1944 allied invasion of Normandy was

preceded by one of the greatest deception plans (or should I say

‘perception management plans’) in military history. Hitler knew

the invasion was coming, but he wasn’t sure exactly where. It

might have been Calais or it might have been Normandy. 
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Branding

So, via a complex network of double agents, the Allies fed false

information to the Germans that the allied landings would take

place in Calais. The plan worked, and Hitler put most of his

troops in Calais, with the result that 350,000 German troops

were ‘tied up’ waiting there, while the real invasion was taking

place 700km away in Normandy.

It was a brilliantly executed and highly effective ‘perception

management plan’. But probably the biggest reason for its

success was that the Allies found out first what Hitler wanted to

believe, and then fed him phony intelligence along those lines

only. The focus was only on his pre-existing ideas or, if you prefer,

his predispositions.

This approach works because one of the strangest qualities of the

human brain, and good perception managers know this all too

well, is the phenomenal power it has to ‘see what it wants to see’

and ‘not see what it doesn’t want to see’. So perception change,

in order to be effective, doesn’t need to be a radical or even

opposing shift of direction. Instead it’s often better to start with

where someone is already leaning, and feed that inclination in

order to get them to where you want them to be at a later stage. 

This principle is well demonstrated in the martial arts of judo

and aikido, where a skilled practitioner, who may well be smaller

and weaker than his opponent, throws his opponent to the

ground by using his opponent’s pre-existing weight and

momentum, and not his own.

Putting it all together: Case study

In 1980, the Congress Avenue Bridge in Austin was opened, with a

span of 288m across the Lady Bird Lake. Then something unexpected

happened. Because of its height and shape, and to the surprise of the

locals, it attracted a large number of Mexican free-tail bats.

According to www.arenet.com, the community’s first reaction was

very negative. They regarded bats as nasty and a health risk (as well

as being the stuff of Dracula horror movies). The result was they

petitioned the city authorities to have the bats destroyed.

Bat Conservation International (BCI) heard about this and began

a campaign to change public perception. The result: The bats,

now numbering 1.4 million, attract 100,000 tourists to Austin per

year. Boat cruises for ‘bat viewing’ are a daily feature of Austin life.

What was ‘a problem’ is now ‘a major tourist attraction’ – one

that raises US$7.9 million per year.

Let’s take a look at how the Keys were applied.

Key 1: The importance of symbols and imagery

BCI didn’t argue with the locals on the nuisance issue. They

focused instead on the positives of bats, as harmless and often

misunderstood creatures (both powerful symbols). Additionally,

bats eat insects (another powerful symbol as many people dislike

insects more than bats). Adding scale to the image: bats eat

4,500-14,000kg of insects per night.

Key 2: Appealing to fairness is a waste of time

BCI didn’t attack the locals with pleas of ‘What did the bats ever

do to you?’, or ‘What gives you the right to judge’ but focused on

the self-interest of the locals – again with the fact that bats eat

insects and so could upgrade their quality of life.

Key 3: Master the art of reframing

Actually the whole BCI approach (including the earlier two

points) was really one big reframe. In terms of structure, this

could be summed up by the phrase ‘We aren’t going to argue

with you about whether the bats should or shouldn’t be there,

but here are different ways of looking at those same bats’.

Key 4: Play to people’s predispositions

It is a very human tendency to want to fight for the underdog.

This is a really powerful reframe and it taps into an emotion that

many people feel. Once the bats were reframed as

‘misunderstood’ or ‘useful in ways you don’t yet realise’, people

started to empathise.

As many palm oil industry followers will have noticed, the

success enjoyed by BCI with the Mexican free-tail bats in Austin

parallels almost precisely the success enjoyed by Greenpeace

with their campaigns on the orang utan in Malaysia and Indonesia.

Since this formula is so well proven, is now the time for the

industry to start using these approaches too? After all, they

aren’t exactly patent-protected …

Dr Ian L Halsall

Researcher & Author 

Books by the writer include ‘The Best-kept Secret for Reversing Climate Change?’ and

‘NLP4u’.

Further reading

1. Influence – Science and Practice by Robert Cialdini; Harper Collins 1988

2. The 48 Laws of Power by Robert Greene, Penguin Books 2000

3. Bats magazine, Vol 18, n3, 2000
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Extending its 2006 palm oil awareness programme for

Peninsular Malaysia schools, MPOC has taken its

EDUPALM initiative to Sabah and Sarawak.

This is intended to:

• Create awareness of the oil palm industry’s contributions to

the economy

• Explain the role of plantations in environmental conservation

• Educate students on the nutritional and health benefits of

palm oil

• Expose them to career opportunities in the industry 

The launch was held at SMK Datuk Peter Mojuntin in

Penampang, Sabah, on July 12. Among the dignitaries present

were the Hon. Minister of Plantation Industries and

Commodities, Tan Sri Bernard Dompok; MPOC CEO Dr Yusof

Basiron; and MPOB Director-General Datuk Dr Choo Yen May.

Some 500 students and teachers from neighbouring schools and

training centres were also present.  

The Bahasa Malaysia version of ‘The Cholesterol Myth of Palm

Oil’ was screened. A Palm Oil Milling Certificate holder then

related his work experience. MPOC, together with eight

colleges and training centres offering plantation courses, held an

exhibition in conjunction with the launch.

Tan Sri Dompok planted a tree in the school compound, which

symbolised harnessing the growth and development of the

nation’s young minds. In appreciation of the school’s cooperation

in providing the venue, a contribution of RM2,500 was

presented to the principal and head of the Parent-Teacher

Association.     

Classroom lectures began on July 25 and will cover 400

secondary schools – and 80,000 students – in Sabah and

Sarawak by next year. Educational materials are being

disseminated in conjunction with the programme.

MPOC
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Shipping

This series plots the development, over

the course of one year, of the entire

global chemical tanker fleet of ships

above 1,000 tonnes deadweight (dwt),

except for barges. All the data used in

Part 3 is based on the monthly fleet

listing as at June 30, 2011 that is

produced by the writer. Repetition from

the previous reviews is for the benefit of

new readers. The writer’s comments are

based on one quarter’s data.

The fleet listing has been revised by a

detailed analysis of the ships aged 35
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years or more. This has resulted in the

removal of all the ships built before

1977. As a consequence of the review,

the second quar ter of 2011 saw the

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

dwt decrease by 41 ships (2.5%) and

152,000 dwt (1.73%). Most of the ships

comprising this decrease are older

than 35 years and were deleted as a

result of our research. The impact of

this size of ship on the total

deadweight 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 21 ships (1.8%) and 279,000 dwt

which is about 1.45% of the tonnage. 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, group was 18 ships

or 1.5% over last quarter and 1.1 million

dwt, an increase of 2%.  

Existing ships

Even with the removal of the ships above

35 years of age, a large number of the

older, smaller ships are being traded as

bunker tankers; this is especially true of

older double bottom and single hull ships.

We are slowly receiving confirmation of

the ones that no longer have IMO

certificates and this trend for removal

from consideration will continue

gradually. Many IMO Class ships are still

trading on the African Coast and several

more are now moving into the Russian

Far East as well as the Baltic Sea and Black

Sea.

A total of 4,001 ships (81.4 million dwt)

were capable of carrying chemicals or

vegetable oils as at June 30, 2011, of

which an estimated 65.4% or 2,616 ships

are active in chemical or vegetable oil

trades (Table 2). These ships cover only

45.9% of the dwt and their average

tonnage is marginally up from last quarter

to an average of 14,282 dwt due to the

removal of many smaller ships from the

trade.

The removal of the older ships resulted in

a reduction of the active fleet of a net

two ships; however, the tonnage of the

fleet actually increased by 1.2 million dwt

(1.5%). The fleet deemed to be trading in

chemicals or vegetable oils increased by

six ships (0.2%) while the fleet trading in

petroleum products decreased by eight

ships or -0.6%. The tonnage trading

chemicals or vegetable oils increased by

317,000 dwt (0.9%) while the increase in

those carrying petroleum products was

907,000 dwt or 2.1%. The changes in

both sectors over just one quarter may

not be representative of the true picture

as newly delivered ships often have to
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find their ‘home’ in either the chemical

trade or the clean petroleum products

(CPP) trade 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 858

ships (70.4%) above 30,000 dwt that are

trading in CPPs with a total of 38.4

million dwt (72.0%), against 361 ships of

this size and 14.8 million dwt trading in

chemicals or vegetable oils. 

The fleet of ships below 30,000 dwt has

decreased by 20 but increased in tonnage

by 177,000 dwt. This is due to the

elimination of many small, older ships as

explained. Of the ships of this size 81%

are in the chemical and vegetable oil

trades, representing 80% of the tonnage.

Some of the fleet of Samho Shipping

previously laid up are being sold off and

re-activated. However, there are still many

ships laid up around the world awaiting

an improvement in the market. These

ships are included in the data for the fleet

as if they were active; as far as we can

ascertain the majority are in ‘hot’ lay-up

and therefore can re-enter the trade at

very short notice.

Again because of the elimination of the

older ships, the number of ships without

full double hull has reduced further to

361 ships and 3.4 million dwt. The total

was 514 ships and 5.5 million dwt at the

end of 2009 and 425 ships with 4 million

dwt a year later. 

Size of orderbook

As at June 30, 2011 the orderbook has

reduced from 456 ships or 13% of the

number of ships at the end of 2011, to

375 ships or 9.4% of the fleet. The 9.6

million dwt represents 11.8% of the

existing tonnage Once again; the

reduction is not only through new

deliveries but also through confirmed

order cancellations.

The orderbook decreased over the

quarter by 8.31% from 409 ships to 375

ships and by 7.07% in deadweight terms

from 10.3 million dwt to 9.6 million dwt.

As mentioned, much of this decrease is

represented by cancelled orders.

Because of the large number of

cancellations already repor ted, the

orderbook reduction is expected to

slow down as deliveries dominate the

reduction numbers. The delays that

previously resulted in cancellations are

more and more resulting in the delivery

dates being deferred rather than

cancelled. Some shipyards are building

the cancelled ships anyway and

operating them for their own account if

they cannot find buyers.

There are still 253 ships due to be

delivered in the second half of 2011 with

a total tonnage of 5.6 million dwt. With

the continuing delays, we would expect

that at least 100 ships and 2.5 million dwt

will be deferred to 2012. There are 91

ships and 2.6 million dwt due for 2012

delivery and there are certainly some

more that are not yet known about. One

can expect a few new orders for ships for

specialised trades but speculative

ordering is not expected to resume for

some years. 

Shipping
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Larger ships, taking longer to build, are

already being ordered for delivery in

2014 and this is expected to slowly

increase; most of these are product

tankers with IMO certificates. There may

also be some existing orders that will be

pushed all the way back to 2014 as the

returns from trading ships continue to be

low. 

The ships ordered recently include five

ships of 52,000 dwt ordered from

Hyundai by Scorpio for delivery in 2012

and 2013 and two ordered by

Thenamaris from STX of 50,200 dwt.

There are also two lots of smaller ships

ordered – four ships from Taizhou Sanfu,

ordered by Norr Systems in April; and

two ships from Zhejiang Haifeng,

ordered by Zhoushan Fengfan Ocean.

All these are IMO 2 ships for delivery in

2012.

Ship demolition

Scrapping has slowed further recently

with only 24 ships (total 494,000 dwt)

going to the yards in the second quarter.

As explained in the introduction, we have

removed a further 64 ships and 315,000

dwt because they are no longer able to

trade in chemicals. 

The end of the quarter saw the arrival of

the monsoon season with consequential

reduced scrapping; also, fewer tankers are

being scrapped as opposed to other ship

types, the yards preferring bulk carriers.

The end of the third quarter is expected

to see an increase in tanker scrapping and

that should include chemical tankers.

As mentioned earlier, we have now

removed all the ships above 35 years

of age from consideration, as checks

have shown that none are trading

internationally in chemicals or

vegetable oils. There is only one active

ship above 10,000 dwt remaining; the

1968 built Chemical Pioneer which has

the US flag and trades exclusively

within the US. The two others are the

Mexican ships that have been laid up

for several years and are now sold for

scrap.  

The smaller ones are mostly trading in

bunkers without any IMO Class and

others are trading exclusively

domestically, also without IMO Class as

the need for it is at the discretion of the

country of flag and trade. For example,

one or two are trading on the Indonesian

coast with palm oil.

Table 5 demonstrates that this still

leaves a backlog of ships above 30

years of age that are still trading,

although we believe many have also

had IMO Class removed and are

trading in petroleum products. These

ships will also be taken out of

consideration once the removal of the

IMO Certificates has been confirmed.

The remaining backlog stands at 191

ships and 1.3 million dwt. While the
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Shipping

total tonnage of ships that will be 20

years or older during 2011 is 7.2 million

dwt, only 8.8% of the total – 566 ships

– stands at 14.15% of the total. 

The trading returns are so poor for

owners that several are in various forms

of bankruptcy and many are selling off

ships. We do expect to see a

considerable realignment of the fleet

ownership and the commercial

operators over the next six months. 

Another consequence of the poor

situation prevailing today is that

shipyards building high quality chemical

tankers are turning to other types of

ship such as bulk carriers, asphalt

tankers and gas tankers. They may never

build quality chemical tankers again with

the result that the overall fleet may

decline in quality. 

We still see little hope of recovery until

the end of 2012, or even later. While

some freight rates are rising, this is in

part compensation for out-of-pocket

cost rises for the ship owners. The

longer this loss situation continues, the

more one must expect the service

offered by owners to decline as their

focus becomes more on survival, rather

than service.

Owners, especially new owners, should

refrain from ordering new ships as there

will be many good ships for sale. The

existing owners of large fleets with

strengthen their situation due to their

wider spread of interests. Smaller

owners who are financially strong

enough to survive will do so and

emerge a little stronger, but many will

not survive.

We have to come back to the old adage: 

Question: How can one end up with a

small fortune from chemical shipping?

Answer: Start with an extremely large

fortune!

Charles Barton

Maritime Consultant

Part 1 of this series appeared in GOFB Vol 8, Issue 1,

Jan-March 201; and Part 2 in  GOFB Vol 8, Issue 2,

April-June 2011. 
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Advertorial

Bursa Malaysia Derivatives' (BMD) crude palm oil futures

contract set a new record as of the close of mid-day

trading on 13 September 2011, with a total of 4,072,384

contracts traded so far this year, surpassing the previous

record of 4,064,361 contracts traded for the whole of

2010. This is the highest ever number of contracts traded

annually since FCPO contracts started trading in 1980.

Dato’ Tajuddin Atan, Chief Executive Officer of Bursa

Malaysia and Chairman of BMD said, “This record-

breaking achievement strengthens the position of our

FCPO contracts as the global pricing benchmark for

palm oil and palm oil-based products. The uncertainty in

global financial markets has resulted in a shift of funds

from equities to other asset classes and this trend is

expected to continue over the next few months.

“Achieving this milestone so close to the first-year

anniversary of our migration onto the CME Globex®

trading platform is a feat worth highlighting. We are proud

that our internationalisation approach via the strategic

collaboration with CME Group has proven to be

successful.”

Open interest for FCPO contracts on BMD has risen

steadily on the back of an even mix of players in the

futures market. The last time open interest hit an all-time

high was on 15 July 2011, with 136,602 contracts.

In a move to provide greater visibility and accessibility to

international traders, BMD migrated its products onto the

CME Globex® electronic trading platform on 20

September 2010 following its collaboration with the CME

Group in 2009 in which the operator of the world’s largest

derivatives exchange acquired a 25% stake in BMD.

BURSA MALAYSIA DERIVATIVES  ̓ CRUDE PALM OIL FUTURES (FCPO) CONTRACT
CHARTS ALL-TIME HIGH RECORD
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Global Oils & Fats Business, a quarterly news magazine with a circulation of 25,000

copies worldwide has been reporting on the oils and fats industry since 2004 and

continues to inform decision makers, regulators, health professionals and those involved

in the oils and fats business on key issues widely discussed in the industry. 

The magazine covers developments in sustainability, nutrition, regional markets,

branding and technology. It presents key opportunities and strategic challenges that

exist in building a successful business globally in new and developing markets. 

The Global Oils & Fats Business Magazine helps you to reach a worldwide audience

through a distribution network that reaches the six major regions.

For details on advertising rates or to place an advertisement, please e-mail

Advertising Sales - jaseemah@mpoc.org.my or call 603-78064097/ Fax 603-

78062272.

Download a copy of the GOFB at www.mpoc.org.my
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Nutrition

Most people are concerned about the health of their heart

and blood vessels, and with good reason. So, they pick their meals

according to the cholesterol content and whether the food raises the

good (HDL) or bad (LDL) cholesterol (Box 1). 

Cholesterol is needed in small amounts for normal body functions, to

help manufacture sex hormones and cell membranes, among other

tasks. However, too much cholesterol circulating in the

bloodstream can cause problems. There is a difference between

blood cholesterol and dietary cholesterol:

• Blood cholesterol is the amount of cholesterol circulating in the bloodstream.

• Dietary cholesterol is found in all foods of animal origin.

The cholesterol you eat can raise the level of cholesterol in your blood, but so can other factors; saturated fat may affect blood

cholesterol levels even more than dietary cholesterol itself.  Watch out for claims of ‘no cholesterol’ on food products. Many of these

products, such as popcorn, never had cholesterol in the first place. But low- or no-cholesterol foods may be high in saturated fats,

especially if cooked or prepared with saturated oils.

Some risks that speed up the

process of hardening the

arteries (Box 2) can be

controlled either by lifestyle

changes or medical treatment.

The factors beyond your

control include age, gender,

race and family history.

23237 Cholesterol Control_2_Layout 1  10/21/11  10:44 AM  Page 43
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High levels of blood cholesterol should be ideally lowered, first

and foremost through diet and then, in certain higher risk

individuals, through cholesterol-lowering drugs if dietary

changes alone prove ineffective.

How vigorously you wish to change your diet and lifestyle –

particularly when the expense and inconvenience of

medication are involved – will depend on your total risk profile,

not just your cholesterol number.

Dietary intervention
A healthy year-round food plan will help you meet nutrition goals:

• Eat a variety of foods.

• Limit a high-sugar, high-salt and high-fat foods – decrease or

eliminate the intake of fried foods and sweets; and decrease

intake of juices; avoid cured meats, processed meats, smoked

meats, cold cuts, hot dogs and sausages, as they are high in

fat and salt.

• Decrease high salt intake – avoid salty foods and do not add

table salt to food; avoid garlic salt, onion salt, regular ketchup

and potato chips, corn chips, tortilla chips, regular cheese

and pickles.

• Eat 20-30gm of dietary fibre every day - foods such as

legumes, oats, barley, brown rice, fruits and vegetables are

good sources.

• Choose lean cuts of meats, trim any visible fat, grill or roast

food, and alternate between meats, chicken (without skin)

and fish.

• Choose meats carefully – the grading of meats (Prime,

Choice or Good) refers to fat content, with Prime grades 

having the most fat. Marbling refers to the threads of white

fat running through a cut of meat – the greater the marbling,

the fatter the meat. Read labels and avoid any meat product

with more that 3gm of fat per ounce.

• Drink 1.5-2 litres of fluids a day – water, milk, soups, herbal

teas and occasionally juices.

• Stop smoking and minimise alcohol consumption.

The goal of diet inter vention is to limit total fat,

saturated fat and cholesterol while supplying adequate

energy and micronutrients. These guidelines help to

maintain normal levels and thus may be regarded as

preventive medicine:

• Reduce the consumption of hydrogenated or

par tially hydrogenated vegetable oils; they not only

become more saturated, but contain a greater

propor tion of trans unsaturated fatty acids.

Research has indicated that trans-fatty acids may

have an adverse effect on lipid levels and increase

the risk of cardiovascular hear t disease – they

may increase serum levels of LDL cholesterol

and decrease levels of HDL.
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Look for the term ‘hydrogenated’ and ‘partially hydrogenated’

on food labels. Processed foods that contain substantial

amounts of trans-fatty acids include margarine; vegetable

shortening; white bread; packaged goods such as cookies,

crackers, potato chips, and cakes; and fried fast foods such

as French fries. The major component of each of these

foods that adds trans-fatty acids is usually par tial ly

hydrogenated vegetable oils.

• Decrease the amount of dietary cholesterol. Even though

only about 35-40% of dietary cholesterol is absorbed, blood

serum levels go up with increasing amounts in the diet.  This

is particularly true for cholesterol

responders, those individuals 

with a genetic predisposition 

whose body production of 

cholesterol does not automatically

decrease when the dietary 

intake increases.

• Consume foods rich in omega-3

fatty acids, a special form of 

polyunsaturated fatty acids.  The

main omega-3 fatty acid in plants is alpha-linolenic acid

richly found in walnuts and linseed. Fish oils are the primary

source of two other omega 3 fatty acids – EPA (eicosapentaenoic

acid) and DHA (docosahexaenoic acid).  

Omega -3 fatty acids may reduce serum triglycerides and

may increase HDL cholesterol, although they appear to

have no effect on total serum cholesterol.

Plant sterols
Cholesterol is absorbed in the intestine through ‘mixed

micelles’ – tiny spherical par ticles that are needed for

cholesterol transport and absorption through the intestinal

wall.

Plant sterols lower serum concentrations of cholesterol

by reducing the absorption of cholesterol from the gut,

by competing for the limited space for cholesterol in

mixed micelles (the ‘packages’ in the intestinal lumen

that deliver mixtures of lipids for absorption into the

mucosal cells)

This is not magic and is not to be thought of as the only

solution. It should be accompanied by a diet low in

cholesterol, saturated and trans-

fatty acids – i.e. low in full cream

milk products, fatty meats, fried

foods and sweets; and higher in

olive and canola oils.

People with high blood

cholesterol levels are typically

advised by to consume a diet

high in fibre and low in saturated

fat and cholesterol and, if needed,

to take cholesterol-lowering medicine.  Other

interventions may be needed, such as the addition of plant

sterols/stanols to the diet.

Source: Health & Nutrition 13th Year, Issue 130-131, June-July 2011

This is an edited version of the article.
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The deep-throated growl of the Mantanani's twin diesels slowed to a quiet

throb, as Capt Hussein brought it round in a wide sweep, out of the open

water of the bay into the narrow channel which formed part of the delta of

the Labuk River.  

Immediately it was as if we had entered another world – a dark gloomy world.

The mangroves crowded in on us and cut off any hint of the fresh breeze,

which was blowing in the bay. It was stifling hot and humid. The river oozed

sullenly through tidal mud-flats with no discernible banks other than the green

wall of mangrove and nipah.

A sudden downpour drummed on the roof of the foredeck. I had a precious

hour or two to browse through the reading matter which I had

accumulated. There was a dog-eared file which Miss Wright – or perhaps

one of the Haes family – had passed over to UPI along with the lease; there

was a copy of an old book ‘Borneo – The Stealer of Hearts’ by one Oscar

Cook, which, I was told, had a chapter or two on the Labuk; finally there

was John Galpine's recent feasibility study. Together, these papers gave me

a potted history of the Labuk Valley. It was a bloody tale of death and

disaster, floods and failure, pestilence and piracy.

I turned first to the file. It contained some ancient newspaper cuttings and some visit reports dating from 1887-1911.

The earliest item was a cutting from the British North Borneo Herald of June 1, 1887 containing a report by one Capt

RD Beeston, Commandant British North Borneo Constabulary. It described a 50-day expedition which he had made

in March/April 1887 into the Labuk Valley with a group of over 40 constables and NCOs, to settle a blood-feud

between the tribes of the Labuk and the Kinabatangan Rivers. 

Amongst the other papers in the Haes/Wright file were some further newspaper cuttings describing the development

of the tobacco estate: ‘July 1, 1889 – The Labuk Syndicate have succeeded in forming a Company in Hong Kong to plant

tobacco on their 10,000 acres of land at Tungud, on the Labuk River. Mr EC van Marle is now commencing operations

with a view to planting in 1890.
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‘September 1, 1889 – At the Kuala Tungud, Mr van Marle

is already hard at work for next year's crop. Road making

and draining are in a very forward stage and forest-felling

was begun before the end of the month. Mr and Mrs van

Marle and Miss van Marle were in excellent health and

spirit and the health of all the coolies ... was very

satisfactory.’ 

But the actual sickness rate amongst the workers was

referred to two years later : ‘December 1891 – The new

estate hospital at Tungud is an excellently constructed

building which reflects great credit on the new manager

Mr JH Pattesson and his Assistants. There is ample room

to accommodate 100 patients. The health of the coolies

has wonderfully changed since the days of the late Mr van

Marle, and doubtless as a logical consequence, desertions

are few and far between. 

‘The late manager of Tungud acted in such a way as to

induce his men to desert and when they were sick, he

provided only the slightest modicum of medicines, with

food in the same proportion. What was the result? A

death-rate of 49.96% in six months. This, in plain English

means a decimal point of a man left at the end of the

year – And yet his coolies cost him $70 a piece in

brokers’ fees.’

This extract certainly gave pause for thought! The

estate in 1890 was apparently employing around 600

workers. What the horrifying newspaper statistic shows

is that of these, 299 died in a six-month period,

probably of cholera, malaria and beri-beri. Also rather

horrifying is the newspaper's comment that workers

cost ‘$70 a piece’! It makes them sound like some sort

of livestock. 

I later found an interesting final comment on Mr van Marle

in Professor Tregonning's book, ‘Under Chartered Co

Rule’. The writer quoted an extract from a report by the

Governor to the Court of Directors – May 4, 1891: ‘Mr

van Marle's estate has been carried on, apparently upon a

system of the most incredible brutality. The coolies have

been swindled, cheated and half starved. They have been

flogged in the most merciless manner and have been

refused medical treatment when suffering from the

wounds inflicted on them by the flogging whip – the tail

of a sting-ray.

‘The Manager (now in prison) has utterly ignored all

orders given him by the Protector. Mr van Marle and

his Assistant were sentenced to a year's imprisonment

and then deported, and two of his overseers were

goaled as well, but the temperament of the Dutch

(Planters) and the difficulty of supervising them

remained a problem.’

The last item in the file was dated March 1911. It

consisted of correspondence between yet another

Dutch planter, Mr F van Houten, the manager of Tungud

Rubber Estates Ltd, and the Deputy Governor in

Jesselton. It was yet another sad story. Mr van Houten

claimed that in 1910 he had accepted an offer of an

appointment by a London-based company connected

with Sir Alfred Dent, who was an ex-Governor of the

Colony.

According to van Houten, he was sent to Borneo to

plant rubber on the old tobacco estate which had been

abandoned 17 years earlier. He had proceeded to

recruit coolies and an assistant, and he had renticed and

felled ‘a considerable area of jungle’. The London

company had financed him to the extent of $4,000, but

he had now spent about double that amount and the

London Group had either disappeared or at any rate

had ceased to fund him. He had closed down operations

but was asking the Governor to refund his losses. The
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application was refused and the unfortunate Mr van

Houten was bankrupted. The rubber estate suffered the

same fate as the tobacco estate. The jungle closed in

once again.

Story of failure

I then turned to ‘Borneo – The Stealer of Hearts’. It gave

a fascinating picture of the Labuk a few years further on,

at the end of WWI. Oscar Cook lived in North Borneo

for eight years from 1911. After being sacked as a planter

from Woodford Rubber Estate and being unable to get

any other estate company to employ him, he joined the

Chartered Company. In his last two years, he was the

District Officer (DO) of Labuk and Sugut, with his

headquarters on the island of Klagan.

A few sentences will show Cook's feelings for the area:

‘The Labuk! Encircled with swamps and jungles, traversed

by rivers, bounded by hills and sea. It is as if a soul were

imprisoned within those mighty barriers; as if a slow, long,

lingering tragedy were being enacted, as if through the

years and years of the past, and through the years and

years to come, this soul were striving for freedom, to

reach the light of the sun. So, over the district there

broods a spirit of sombre sadness which touches and

dwells in the hearts of its men.’

Cook goes on to quote the Colony's principal medical

officer as stating that on no account should any

European officer be stationed in the Labuk for more

than eight months on account of its unhealthiness and

isolation. Cook mentions that his three expatriate

predecessors in Klagan had all died tragically, whilst he

himself was not in the best of circumstances and had

not been accepted back for a further tour of duty in

North Borneo. 

John Galpine's report was next on my reading list and it

brought the Labuk story up to date. It had the pithy title

‘Preliminary Survey of the Haes Wright Property –

Sometimes known as Tungud Estate in the Labuk and

Sugut District of North Borneo, with reference to the

Possible Establishment of Oil Palm Plantations. May 1960.’ 

John was the best agriculturalist in Plantations Group. In

the short time at his disposal he had made an

astonishingly detailed study of the concession. For 12

days, with a team of local natives, he had cut several

rentices through the bush, marking the topography at

intervals of one chain, and digging soil pits every mile. His

assessment was that about 45% of the concession,

consisted of hills or dry flat land, 40% was wet swampy

land, subject to seasonal flooding, and 15% was

unplantable tidal swamp. 

Significantly, he assessed that: ‘Flooding of not very long

duration may be expected annually over the whole area

apart from the hills. About once in 10 years a big flood

can be expected when the whole river-bank will overflow

and Klagan Island will be under water. Considerable

development problems will arise and unforeseen losses

of young plantings may come about.’

As regards labour, John estimated that in the area

surrounding the concession there might be about 40

possible workers, some of whom were the descendants

of the old tobacco estate workers. These would probably

only be available on a seasonal basis and we would

therefore be completely dependent on immigrants for

the bulk of the thousand or so workers we would need

to complete the development. He had found no traces of

the old tobacco estate other than a few man-made drains

in one corner. 
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John’s final summary was extremely guarded: ‘The soil

itself gives the impression of considerable potential, and

plant growth in surrounding small-holdings appears very

good. There are prospects of developing a good property

but costs are likely to be very high. It is felt that

considerably better overall areas could be found in North

Borneo but they would neither be available so quickly nor

carry such favourable lease terms (999 years). The

property strikes the mind as being both too low-lying and

too close to rivers prone to change course and to flood

for comfort.’

I had asked Colin Black in London whether he was

not worried by John's reservations. "He's a

pessimistic bastard, old John", he replied. "We have

discounted for this. You wait, we might find a patch or

two of wet land on the concession, but our exper ts

in London are all convinced from reading the State

geological surveys and the meteorological figures

from Beluran that this will be a marvellous area for oil

palm development."

It was a pity I thought that the ‘experts’ in London had

not been able to actually visit the place. For my part I

would rather accept John’s verdict, which as it happened

rather understated the difficulties. 

John did not think his repor t was pessimistic. He had

in fact almost completed a much more damning first

draft when he had received a telegram from London,

which said "We look forward to receiving your

favourable repor t.” Long skilled in the ways of UPI,

and with a well-developed sense of self-preservation,

John had gone back to the repor t and toned it down

as far as he reasonably could, without perjuring

himself.

“What do you really think then,” I had asked him earlier. 

“I think I wouldn't touch it with the proverbial barge pole,

old boy" he said. "You had better resign yourself to

growing webbed feet!”

Nothing much seemed to have happened in the Labuk

area since the departure of Cook, except that after a

huge flood which inundated the island in 1918, the

Government had decided to move the District Office

down to Beluran. The Labuk Tobacco Estate had been

abandoned after a riot, and had never been re-opened.

As regards the workers imported to run the tobacco and

rubber estates, many had died through the ravages of

disease.

It was not a very happy picture. My afternoon's reading

and the dank rain-swept forest which we were passing

through almost began to dampen my enthusiasm, and

made it rather easy to understand the ‘Sombre spirit of

sadness which touches and dwells in the hearts of Labuk

men’!

Agriculturally, the history of the Labuk was a story of

failure. No crop had as yet been successful in the Labuk.

Tobacco and rubber had both failed. Was the oil palm

going to be any more successful?

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

23237 History_2_Layout 1  10/21/11  10:50 AM  Page 49



23237 Cover, Back Cover & Ads_2_Layout 1  10/20/11  5:24 PM  Page 50








