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Introduction
Vegetable oils constitute an essential product group with vast applications for different food
purposes as well as oleo-chemical and energy purposes. The vegetable oil market, previously
dominated by rapeseed or canola oil, witnessed major change involving a shift to palm oil
usage. Since the 90s, the most competitive oil has been palm oil followed by soy oil. Both
soybean oil and palm oil account for over 50 percent of global production of vegetable oils.
With an output of 5–10 times greater per hectare than other leading vegetable oils, palm oil
is the world’s highest yielding oil crop. Given its relative shelf stability, reasonable pricing and
reported nutritional benefits, palm oil becomes the long-term staple of the global diet.

Source: Statista
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Originated from West Africa, palm oil was first introduced by the British in early 1870s and
become a primary cash crop for the nation when the government introduced agricultural
diversification program. Today, Indonesia and Malaysia produce over 85 percent of palm oil
followed by 42 other countries. Although Indonesia is the largest palm oil producer in the
world, a sizable portion of the palm oil plantation in Indonesia is owned by Malaysian
companies.
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Can the World Lives Without Palm Oil?
Palm oil versatility made it feasible to be used in food, cosmetics, cleaning products, other
packaged products, animal feed and recently, biofuel. The use of palm oil had increased
linearly over the past 10 years up to 2016. Its different properties and functions made it so
useful and so widely used. Robust demand growth in the past decade is also fuelled by the
fact that palm oil acts as an economical substitute to trans-fat. When the FDA implemented
mandatory labelling of certain food products that include trans-fat, the import of palm oil
skyrocketed in 2015.

Despite the fact that palm oil was heavily used in everyday product such as vegetable oil and
cosmetic products, in Europe, the majority of it was used as biofuel. The use of palm oil as
biodiesel had increased over time, overtaking food, feed and industry in 2014. Europe is the
biggest biodiesel consumer, account for 80% of global consumption. Despite that, the growing
consumption and dependant on palm oil did not grant palm oil any privilege like the O&G
industry, mining or coal.
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Oil palm produces up to nine times more oil per unit area than other major oil crops and can
help meet global demand for vegetable oils that is estimated to grow from an annual 165
million tonnes now to 310 million tonnes in 2050. Because other oil crops have lower yields
than oil palm, replacing it is not a workable solution. In a sense, palm oil is here to stay.

Demonization of Palm Oil
As the palm oil industry was expanding, so does the land required for the plantation. With the
growing global population, deforestation to cater the world need had earn palm oil its’ bad
name. It is not difficult to find what image was associated with the palm oil industry: the
culprit of killing the rainforest. Even before the rising consciousness of deforestation due to
palm oil, palm oil was first attacked over its health risk. However, as researches had found out,
the effect is ambiguous. Depend on which side you subscripted to, some researchers suggest
palm oil is good for health and some suggests otherwise. As health concern can no longer
sustain its attack, the anti-palm oil group turn to another side of the story.
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As seen by the planted area of palm oil in Malaysia, Sabah and Sarawak had the biggest share
of coverage than any other area. Given the fact that the Borneo area is particularly rich in
biodiversity, oil palm development, therefore, has significant negative impacts on global
biodiversity, as it often replaces tropical forests and other species-rich habitats. According to
The IUCN Red List of Threatened Species, globally palm oil production is affecting at least 193
threatened species. It also reduces the diversity and abundance of most native species
including orangutans and tigers.

Source: MPOB
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The most dramatic period of growth for oil palm occurred between 1990 and 2010, according
to the Food and Agriculture Organization, the area under oil palm increased from around six
million hectares to just over 16 million hectares during that time, primarily in Indonesia and
Malaysia. This was also a period of accelerating deforestation.

As such, environmentalist NGO such as Greenpeace and Rainforest Rescue are in the frontline
in attacking the palm oil industry. These NGO, serving their NGO with a single mindset, often
despised palm oil industry as the sole reason for deforestation. Recently, The European Union
also banned the use of palm oil to produce biofuels by 2020, insisting that it would stop
deforestation. The bigger problem here is European Union was not the only international
organisation taking up their effort in demonizing palm oil.
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Even though WHO had nothing to do with environment agenda, an article is published that
targeted on palm oil, citing deforestation, loss of biodiversity and pollution as the reason.
Other than EU and WHO, a lot of countries, such as Iceland and French had voted anti-palm
oil in the EU section. The palm oil industry is now facing a “tug of war” of global proportions.
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Is There A Way Out for Palm Oil?
Economic benefit had attracted a lot of competitor for palm oil. Indonesia had surplus
Malaysia production years ago. Over the next 5 years, 22 million hectares land in west and
central Africa is expected to be converted into palm oil land. Southern Thailand is ramping up
on palm oil production, Philippine government is looking to convert eight million hectares of
idle and denuded landed into oil palm plantation, increasing their milling capacity from 235
MT/hr to 1,590 MT/hr. With all the new entry from developing world, higher competition with
cheaper manpower is expected.

Seeking venture into a new market is also limited as the users of palm oil, aside from biodiesel,
belong to the FMCG, particularly food companies from Europe or United State. Major food
companies technically dominated the world consumer market. United State has protective
policy for it corn and soy industry, which is direct competitor of palm oil. Coca Cola, Kraft,
P&G, Johnson & Johnson, MARS, Keloggs, Pepsico, Mondelez and General Mill is all American
companies. While Unilever (UK) and Nestle (Switzerland) are from Europe.

How can Malaysia survive the mounting pressure on its precious cash crop industry? The only
solution left is to change the narrative to be on the side of palm oil. Palm oil remain the most
efficient oil when it comes to land use. Other alternative of palm, such as rapeseed, sunflower
and soybean produced lesser oil per hectare as compare to palm. In the same time, the
pesticide and energy input used to product palm oil is also minimum, compare to the next
alternative soybean and rapeseed. A simple shift from palm oil to other oil crops is not a
solution as it may lead to further biodiversity loss.

Banning palm oil could result in diminished efforts to produce palm oil sustainably, and an
increase in land used for producing other oils as soy, sunflower and rapeseed will only shift
biodiversity impacts to regions where those oils are produced. The environmental impact per
hectare would consequently be larger in contrast to the impact from increasing oil palm areas
to achieve the same output of oils.
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Palm oil is also one of the few vegetable oils in the market with a crop-specific sustainable
certification standard, managed through the Roundtable on Sustainable Palm Oil (RSPO). This
initiative should be upheld as the commitment of the industry to meet a standard that has
not yet be implemented in the production of other vegetable oil. RSPO is a global, multistakeholder initiative that aims to promote the sustainable production and use of sustainable
palm oil products. In recent years, many companies have deepened their commitment to
sustainable palm oil through pledges to eliminate deforestation from their supply chains.

What is obvious is that we are losing the narrative in global stage by not engaging with the
environmentalists to be on our side. Reclaiming the narrative, then, is of paramount
importance to reinstate global confidence in sustainable consumption of palm oil.
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