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A survey of the palrﬂll sector
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CHAIRNMAN WAL AYSIAN PALM OL
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T Fdav What ary the top three challeng
e facing the country s palm oil sxtor?
PDatuk Carl ek Nielsen: The bighest pr
orty My far remains measures that need to
b taken to reverwe the stagnating yiclkds per
hectare from the present national average of
3.2 tonnes of CPO per ha

Secondly, concented effort should also be
made to kwer the industry s nsing cost of pro-
duction by, among othen, ramsing productiv-
ity through mechanisation and automation.
Thirdly,to address the acute labour
which penodically cnpple the abulity of the
Frowers to do ther pob, resulting in high field
losses that have run into ilbons of nnggnt
over the last few years,

How should these challenges be addressed?
And does Malaysia have the solutions to
address them? If not, why?

There is no fast track or quick-fix solution for
reversing the low yields What is needed is 2
sustained eflort to do what is required, start.-
ing with accelerating a natonwide replant-
ing programme so all old and unproductive
paims can be replaced with new, hugh yielding
matenals from reputable seed producers that
have the genetic potential to yield 20%-100%
more compared (o now.

Raising the national yield to four to 4.5
tonnes per ha will help to improve the eco-
nomic viability of the industry by lowenng its
cost base, which since Covid 19 has rocketed
10 RM2,500 to RM3,000 per tonnes. High yields
are like 2 silver bullet and companies should
dedicate more energy to this.

Thirdly, the industry needs improved pol-
icies without the bureaucracy currently en-
countered when recruiting guest workers.
The government should urgently work on
facilitating a smooth and trouble-free recruit-
ment process, which is fast, efficient and in
line with the principles of the International
Labour Organization.As the quote goes, Give
us the tools (labour) and we will complete the
job (minimise losses thereby raising yields).

Malaysia has the ability to solve all of the
above and I remain optimistic that the first
steps are finally being taken to address this,

Are planters and the industry doing
enough to prepare for climate change
in their daily operations on the ground?
~la=*ers will have to be prepared for more
stmaeweat erpotjast novw sutalsoin vy
In the tropics, this wall very likely be
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We must naot just
is well over RM100 billion per year at present

bt also at what the industry provides to Ma-

Laysian economy. Malaysia
fertile soils, adequate rainfall and sunshine,
which has few equals. These are vital founda-
mﬂmmmdikﬁﬂ:fmmﬁt:;@l
industry to race our competitors in
terms of producing the highest quality and
most sustainable palm oil We must therefore
not tolerate or condone any signs of compla-
we resign ourselves to the notion
thz:'pmdmmh:smgmmd’. _
Instead, we should push the notion of pro-
&mi:mmrwithkﬁmdlamamﬁdmtthx
Hdmﬁghtnrmmmputinpha,m_ahr
sia will within the near future be producing a
record 23 million to 24 million tonnes of CPO
perpa:wrsusﬁr(appmﬂmitﬂy}wmﬂlion
tonnes now. The present Minister of Planta-
tion and Commodities Datuk Seri Johari Abdul
Ghani has demonstrated enormous energy,
dynamism and leadership to kick-start the
transformation, which will push our indus-
try forward, and we are all solidly behind him.
It is just a matter of time before we see
some of the larger vertically integrated grow-
ers take another step up the value addition
ladder entering the sphere of consumer goods.
This can happen in an evolutionary manner,
but I do also believe that acquisitions will be
on the horizon before too long, thereby leap-

frogging into this segment.

The palm oil sector is said to be the crop
that is best prepared for the EU Deforesta-
tion Regulation (EUDR). Yet there is much
opposition from Malaysia and Indonesia
on account of smallholders being shut out
of the European Union (EU). But Malaysia
is over 80% MSPO (Malaysian Sustainable
Palm Oil) certified. Please explain this. How
ill thz "UDR changz the global palm oil
(rade’ Inysi1 onindon whet willte 1
most significant outcome of the EUDR?

bbb
appetng

Ahrmt s n Paveee we et st hrget the
wlrenitle eva N birrwhe well fne g ge

nory makes up ahout 2 of Malaywia's palm
prochaerL 4% of Indonesia’s palm prodicers
and vwt & of Thadland's palm provhucers The
sarme pu ture apphes 1o the sstimated 2 mullion
coflee farmers around the world where 80
are sma'Tholder prochucers working on plots
of land less than sha and where the maority
of production labour is provided by women.
What will happen is that when the big
producers of buyers are unable to do the full
traceabnlity required by the FUDR nght down
to the small farmers, they will simply cut
them off This is the reality. The EUDR under
the EU's Green Deal therefore risks pushing
millions of smallholders further back into
darkness — instead of forward and into the
light. This is wrong and it is unjust.
Ibelieve that the pols in Brussels
will only wake up and pull the handbrakes
when they run out of caffé lattes in the cor-
ridors of the Commission (EC) —
and this will happen if the EUDR is enforced.
In terms of palm oil trade, we must be pre-
pared for short-term disruptions but these are
temporary and will eventually even out when
the policymakers come to their senses and re-
alise they have led people down a rabbit hole
with the EUDR. It will suddenly dawn on the
bureaucrats that replacing palm oil with other
crops will require seven to 10 times more land,
thereby ending up doing more harm to the

environment,climate change and biodiversity.

Datuk Carl Bek-Nielsen is also vice-
chairman and chief executive director
of United Plantations Bhd. His response
was given prior to the EC's proposal
announced last Wednesday to delay the
EUDR by one year.
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MR CHANDRAN,
ADVISER, ROUNDTABLE ON
SUSTAINABLE PALM OIL (RSPO)

In your view, what are the top three
challenges facing the country’s palm

oil sector?

Complacency
Complacency and a ‘business as usual’ mind-

set are the most significant challenges facing
the Malaysian palm oil industry. While the
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repdithumal cultivation and i
sendd Fylineg e sebope e chaneing Parky,
o Bpaetyre v change L
o e hrckogy: Thees o retable mbetyn,
by mow rechnologien, which hamoy,
o iwney and eavirnnmentsl oo,
reduction.
f ineuthicient mvestment 11 Mg ten,
eustainabiliry goale
A clear evample of complacency 90,
paim oil milling process, which hae e,
little signifcant transformation over th,,
past six decades. This hae implications .,
the oil extraction rate ‘OER), which has wy,,
a declining trend. Although incremens,y
improvements such as enhanced machip,
ery efficiency and automation have bee,
made, they do not fundamentally chang,
milling operations. For instance, while 1,
conversion of by products such as empe,
fruit bunches (EFB) and palm oil mill of.
fluent (POME) into biomass energy is a step
forward, it primanily addresses energy uce
rather than the core milling process itself
management | Gip-
ture from POME and adherence to certificy.
tion standards like MSPO, RSPO, ISCC and 5o
on — have largely been reactions to mand,.
tory regulations or external market demands
spite interest in digital tools like the Interney

Food safety

Food safety is a critical challenge for the
Malaysian palm oil industry, particularly
as consumer expectations and regulatory
standards evolve. Ensuring high food safe.
ty standards is essential for the industry’s
long-term sustainability and competitive.
ness, especially since 70% to 80% of palm
oil is consumed as food. The industry can-
not afford to compromise its reputation as
a safe oil, particularly as technologies for
detecting contaminants improve.

A significant concern is 3-MCPD, a con-
taminant prevalent in refined palm oil. Al-
though technologies exist to reduce 3-MCPD
levels, implementing these measures has
proved challenging. The Malaysian PalmOil
Board (MPOB) has made efforts to address
this issue, but the introduction of licensing
requirements for 3-MCPD control has faced
delays. The industry’s reluctance to adopt
stricter regulations stems from increased
production costs, concerns about competi-
tiveness and a lack of consumer awareness
about 3-MCPD, leading to the perception
that it is not a priority.

Recent proposals to implement different
safety limits for domestic and export mar-
kets pose significant challenges. Allowing
higher maximum limits for 3-MCPD in ex-
ports sends conflicting signals about Ma-
laysia’s commitment to global food safety,.
While industry concerns are valid, permit-
ting less stringent standards for exports
undermines consumer health and risks
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tarn < hing its global reputation.

1 ovestments in technology and com-
pliance can NOW mitigate future costs, in-
i ne potential market access losses and
repotanonal damage. It is essential that
hoceness o business transactions uphold
s safety standards, as maintaining high
erpndards actoss all products is vital for
g_.;;-_n:ng rrast 1n the le mlm,'rht
mdestry s stance that allowable contam-
gnacceptable 38 such a mindset could stag-
sate the industry and allow competitors to
sepe market share with superior solutions.

. M

g yeelds present a critical challenge
10 the Malsysian palm oil industry,impact-
ing land use efficiency, sustainability and
term competitiveness. The national
gverage yield has Stagnated at less than 3.5
somn=s of oil per hectare annually,a low fig-
e shared with Indonesia, among the top
#ve producers (Khor Reports, July 27,2024).
1» ~orergsr, Thailand achieves higher crude
gai= o (CPO) yields despite a smallhold-
¢= dorminated sector. Factors contributing
w0 thus decline include poor agricultural
mamagement practices, labour shortages,
szhopmal planting material and ineff-

cenaes in milling operations.

Does Malaysia have the solutions and
capabilities to address these challeng-
es? If not, why?
Addressing the challenges facing the Ma-
ysan palm ofl industry necessitates a fun-
dgmeneal change in mindset. A shift from
~nsing short-term profits to focusing
on long term viability and sustainability is
essemral Embracing a culture of continuous
improverment and actively adopting availa-
be technologies can enhance productivity
and emvironmental responsibility. While
Malaysia possesses the solutions to tackle
these 15505, implementation remains a sig-
mifizot hurdle due to industry reluctance.

Complacency :

Owercoming complacency requires a proac-
tive approach to embrace innovation and
adapr 1o evolving market demands. Stake-
and recognise the importance of long-term
mvestments in quality and environmental
sewardship over immediate financial gains.

Food safety

Ersunng food safety is critical for maintaining
Maleysia’s reputation in the global market.
MPOE and the relevant authorities must im-
piement and enforce stringent regulations to
adcress process contaminants like 3-MCPD,
Establshing comprehensive safety standards
algned with international expectations is
essennia!l W safeguard consumer health and

the integrity of Malaysian palm oil.

- Stagnating ylelds

- Stagnating yields are compounded by labour
; !hc::a;::}andduﬂﬂwinmmﬂmﬁﬂ
Fality assurance. Toenhance productivity, the
industry must address labour issues through
policy reforms, including increased wages
&2 imvestments in mechanisation to attract
workers. Improving labour conditions
a0 creating 3 favourable working environ-

TNt are vital to enhancing productivity.
In conclusion, the i s reluctance
© id‘:? technologies highlights the need for
Proactive intervention through policy and reg-
=07y mandates Strengthening regulatory
Famewcrks i vital, wpoBand otherauthor-
“eTeAd Ivogmise the ]ﬂhl.’l‘ﬁlw
T NeTae, .mdym.; secaucmriie
-=120ns and provide necessary incen-

tives and subsidies to sustain its growth. By
addressing these interconnected challenges
— complacency, food safety and

yields — Malaysia can enhance the resilience
and sustainability of its palm oil industry,en-
suring competitiveness in the global market,

Having been the backbone of the Ma-
laysian economy for the past 50 years,
do you see the palm oil sector continu-
ing to play a major role in the country’s
growth? with production

can the innovate?

The palm oil sector has been a comerstone of
the Malaysian economy for over five decades,
and its continued relevance will depend on
the industry’s ability to innovate and adapt
to changing global dynamics. While pro-
duction has stagnated, there is substantial
advancements,improved practices and stra-
tegic investments.

The palm oil industry can draw valuable
lessons from the rubber and cocoa sectors,
once major commodities whose dimin-
ished importance offers crucial insights
for the palm oil industry, The volatility of
the commodity market was a major issue.
Both cocoa and rubber faced agricultural
challenges, including pest and disease is-
sues that negatively impacted yields and
farmers’ incomes. A lack of sustainable
solutions contributed to their decline. As
palm oil became increasingly lucrative, in-
vestments shifted away from these crops,
leading to their decline.To avoid a similar
fate, the palm oil industry must embrace
sustainable practices, placing a strong
emphasis on environmental stewardship.

By adopting sustainable agricultural
techniques, the industry can maintain soil
health, protect biodiversity and comply with
evolving environmental regulations, en-
suring its long-term viability. Moreover,
staying attuned to global market trends
and consumer preferences is essential. The
industry must be agile,adapting production
strategies to meet changing demands and
capitalise on opportunities for high-value
consumer goods.

The importance of the il palm industry to
Malaysia’s economy compared to other sectors
cannot be overstated. For example,although
the electronics sector contributes significantly
to gross doemstic product through exports,
it relies heavily on imported raw materials
and technology, resulting in high research
income compared to the palm oil industry,
which benefits from lower input costs and lo-
cal resource control. Similarly, the oil and gas
sector,while generating substantial revenue,
faces high capital investments, compliance
costs and market volatility, which can affect
profitability,

Palm utﬁ, being an agriculture-based
commodity, offers a more stable and relia-
ble income stream, making it an essential
component of Malaysia’s economic land-
scape. Overall, the efficiency, local revenue
retention and stability of the palm oil sector
position it as a vital player in the country’s
economic growth and sustainability. Rein-
forcing the significance of this sector will
be key to securing Malaysia's prosperous
economic future,

s S SRS P e

,its remains
strong. It is a well-known fact that we can-
not compete with Indonesia in terms of land
and labour availability. However, where we
can excel is by branding ourselves for quality
and focusing on technology development and
adoption, holding the intellectual property
rgh 3 forirstance 1ndenesia bas develoned
agoveimunens fw.dee ENASeltvioarly kr
shell testing, which is based on a Malaysian
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proactive steps towards sustainability,
market adaptability,innovation and enhanced
support systems, the industry can secure its
place as a major contributor to Malaysia’s
economic future. The government must fully
appreciate the importance of this golden crop
and strengthening support systems through
robust government policies is paramount.

Are planters and the industry doing
enough in their operations on the ground
to prepare for climate change?

The upcoming RSPO Principles & Critenia
(P&C) standard [expected to be ratified by
year end] has been revised toallow planters
stronger pathways to address and mitigate
chimate change concerns by improving prac-
tices and operations on the ground, includ-
ing clear prohibitions on major components
linked to climate change, such as deforest-
ation, conservation of peatlands, no open
burning; clearer implementation and inter-
pretation of guidelines with direct connection
to climate-related market expectations and
reporting requirements; better assessment
of the climate change impact of operations,
such as sourcing of petroleumn-based fertil-
iser or reducing fossil fuel usage in favour of
renewable energy, among others.

oil processing units to report their water con-
sumption per unit of production and water
withdrawal from surface/ground water sources.
This will allow the processing plants to bet-
ter optimise their water usage/footprint and
encourage practices such as rainwater collec-
tion Of grey water usage to reduce the impact
of its water footprint. This is important given
that weather patterns are changing because
of warmer oceans, which could disrupt the
monsoon cycle.

Climate change impacts on sea level rise
is another conundrum that needs to be ad-
dressed, because of the nsk of increased
soil salinity and seawater infiltration. Any
low-lying area near the coastlines would
become vulnerable. Indicators in the RSPO
P&C do indirectly address this, by way of
restoration of ma and peatlands as
coastal buffers. But the direct risk of salini-
sation rendering arable land unusable will
pose a high risk.

The integration of sustainability and circu-
lar economy principles offers a transformative
pathway to mitigate environmental impact
while ensuring economic resilience. In con-
trast to the linear “take, make, use, dispose”
approach typical of traditional economies, the
circular economy model presents a paradigm
shift,emphasising a “take, make, use, reuse”
approach aimed at minimising waste and
maximising resource efficiency. By viewing
waste and pollution as flaws in the chain rath-
er than inevitabilities, the circular economy
promotes optimal production technologies,
renewable energy utilisation and recovery of
waste by recycling or giving it a second life
as value-added goods.

On average, palm product yield is about
25% of the fresh fruit bunches (FFB),with the
remaining 75% being waste thus providing
an immense opportunity for integrating
circular economy principles into the entire
palm oil supply chain.

However, despite the promise, the im-
plementation of circularity in the oil palm
sector faces technological and cost-related
challenges. Concerted efforts by both indus-
try players and government stakeholders are
essential for overcoming these challenges.

The oil palm industry has all the ingredi-
ents to power a circular economy revolution
but the question remains: Will it embrace this
oprortunity wholeheartedly, or will it content
1 elf with mere lip service to sustainabili

The EC-proposed 12-month delay in im-

plementing the EUDR is welcome news for
palm oil producer nations. However, it is
also incumbent upon the EC to revisit the
burdensome and complex due diligence re-
quiremnents for it creates technical barriers
for the export of cur palm products.

ROSLIN AZMY HASSAN,
CHIEF EXECUTIVE, MALAYSIAN
PALM OIL ASSOCIATION

On the top three challenges facing
the country's palm oil sector

The ongoing shortage of labour, particularly
foreign workers,is a critical issue. The palm oil
sector, like other agricultural industries, de-
pends heavily on manual labour for planting,
hil“‘sﬂnamdpn‘mngmmm
immigration policies, delays in worker approv-
als and the pandemic-induced restrictions,
the industry has struggled to maintain an
adequate labour force As a result, productivity
and efficiency have been severely impacted.

Sustainability and environmental
pressures

Increasing scrutiny from international mar-
kets, environmental groups and consumers
regarding the sector’s environmental foot-
print has led to rising concerns over deforest-
ation, biodiversity loss and carbon emissions.
Certifications like RSPO (Roundtable on Sus-
tainable Palm O1l) are becoming mandatory
to access key export markets, especially in
Europe. Malaysia must continually address
these issues, balancing its economic growth
with its commitment to sustainable practices.

Global market dynamics and

trade barriers

The palm oil sector is heavily influenced by
global geopolitical tensions and trade barri-
ers.Anti-palm oil campaigns, tariffs and re-
strictions in major markets, particularly the
EUDR, present hurdles for Malaysia's exports.
Additionally, competition from other vege-
table oils, such as soybean and sunflower oil,
means that Malaysia must stay competitive
in terms of pricing,quality and sustainability.

On addressing these challenges
Labour
To address labour shortages, the industry
must expedite the modemnisation of planta-
tion operations through mechanisation and
automation. like drones for mon-
harvesting tools can help reduce reliance on
manual labour. Additionally, the Malaysian
government and the industry must streamline
the foreign worker registration process and
improve incentives to attract local workers
by enhancing wages and working conditions.
Sustainability and
environmental pressures
Malaysia is already a leader in sustaina-
ble palm oil production, with initiatives
like MSPO (Malaysian Sustainable Palm Oil)
certification covering 98% of the country’s
palm oil plantations. However, further ef-
forts are required to enhance transparency
and accountability. Promoting agroforestry,
COMTINUES NEXT PAGE
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Transition to a more diversified, value-added industry necessary

FeCs FREYIEUY PALYE

strengthening bicdiversity conservation prac
tices and leveraging data-dnven technigues
such as satellite menitoring will bolster sus-
tainability efforts. It's also vital to engage more
effectively with intermational stakeholders to
counteract negative perceptions.

Global market dynamics and

trade barriers

In navigating global market challenges, Ma-
laysia must continue diplomatic efforts to

counter trade barriers. At the same time,
the industry must diversify its markets to
reduce dependence on traditional buyers,
strengthening ties with emerging markets
like the Middle Fast,Africa and Central Asia
is crucial. Furthermore, Malaysia can focus
on value addition — producing higher-end
products such as nutraceuticals, bioplastics
and biodiese] — to maintain competitiveness,

Malaysia has the technical expertise, poli-
cy frameworks and capacity to address these
challenges. The widespread adoption of sus-

tainable practices and investment in tech-
nology will be crucial. However, collaboration
between the government, industry players and
international organisations is needed toim-
plement these solutions effectively. In some
cases, such as labour shortages, addressing
the challenge requires structural changes

that go beyond the industry’s direct control.

On industry preparation for
climate change

While the Malaysian palm oil industry has
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made significant strides in addressing clj.
mate-related concerns, more can be done
to future-proof the sector.Climate change
impacts, such as unpredictable weathey
patterns, droughts and floods, directly
affect crop yields and productivity. Te
mitigate these risks, planters are increas.
ingly adopting climate-resilient practices,
including:

« Diversifying crop varieties: New hy-
brid varieties of oil palm that are more
resistant to extreme weather conditions
and pests are being developed.

« Agroforestry and soil conservation:
Some planters are integrating agrofor-
estry practices, which combine cro
with trees to improve soil health and
biodiversity, while reducing the sector’y
carbon footprint.

« Water management systems: Effj.
cient irrigation and water retention
systems are essential to adapt to erratic
rainfall patterns.

However, to further prepare for climate
change, the industry needs to scale up re-
search into adaptive agronomic practices,
implement climate-smart technologies
more broadly, and ensure that reforest.-
ation and conservation programmes are
expanded across the sector.

On the future of palm oil

in Malaysia

Palm oil has been an integral part of Malaysia's

economy for over five decades and will continge

to play a vital role.The sector contributes sig-
nificantly to employment, rural developmene
and export revenue. While production has
plateaued, especially due to land constraines,

palm oil stll holds enormous potential as a

sustainable source of income for Malaysia,

The future of the palm oil sector will
hinge on its ability to transition from a
primarily commodity-based industry to 3
more diversified, value-added industry. There
is a growing emphasis on downstream ac-
tivities, including the development of bio-
based products such as oleochemicals, cos-
metics and pharmaceuticals. By leveraging
cutting-edge technology and innovation,
Malaysia can explore higher-value palm-
based derivatives. For instance:

* Nutracecuticals and food ingredi-
ents: Palm oil is increasingly used in
health supplements, functional foods
and fortified food products.These prod-
ucts have higher profit margins and
growing demand globally.

* Renewable energy and biodiesel:
As the world moves towards greener
energy, palm oil can be an important
component of Malaysia's renewable
energy sector through the production
of biodiesel and biomass.

For Malaysia to remain competitive, con-
tinued investment in research and devel-
opment, innovation and human capital
15 required, The government and industry
stakeholders must collaborate to foster an
ecosystem that supports technological ad-
vancement,value addition and compliance
with international standards.

In conclusion, while challenges persist,
the Malaysian palm oil sector has demon-
strated resilience and adaptability. The future
success of the industry will depend on how
effectively it can innovate, embrace sustain-
able practices and respond to evolving global
market conditions. With the right strategies,
the palm oil sector can continue to be a key
driver of Malaysia's economic growth while
also contributing positively to environmental
and social outcomes. o

Roslin was previousl rcznnfllpltrﬂﬂ'_
Malaysia, SD Guthrie Bhd
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