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The oil palm (Elaeis guineensis, Jacq.), originated from the

tropics of Guinea Coast of West Africa, found its way to Brazil and

other tropical countries through the Portugese during the 15th cen-

tury and later to Bogor, Indonesia during the 19th Century by the

Dutch people. The progenies of these palms planted in Deli which

was popularly known as deli dura se1Ved as an important source of

dura palm the world over. Concept of commercial planting of oilpalm

was started in 1910. Indonesia and Malaysia took up commercial

plantings during 1915 and 1917, respectively. Now oilpalm is culti-

vated in 3.56 m/ha with a production of 11.29 mt (1991) and has

emerged as one of the major vegetable oil source in the world.

the establishment of exten-

1950s, through its agricultural diver-

policy. The production of palm oil increased from 0.1 mt

in 1960 to 0.4 mt during 1970s, 2.6 mt in 1980s and 7.4 in 1993. It

also aims to produce 8.8 mt by 2000 AD. Such a success was

possible through research and developmental efforts both for produc-

tion and processing of oil palm.

In the past, five success stories have been published by AP AARI,

which have received wide appreciation. These are:

I. Baby corn production in Thailand
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Palm Oil Industry in Malaysia -a Success Story

The success

of oil palm as an

agricultural crop
is partly attributed

to its high yield.

One hectare of oil

palm can yield 5

tonnes of palm oil

An Oil Palm Plantafion and 0.5 tonnes of

palm kemel.oil as
a co-product and thus the palm yields ten times more than soyabean

or other oil seed crops. This suggests that the oilpalm is competitive

not only in relation to other oilseed crops but also the improved

yield observed during the last three decades suggests that oil palm
is able to offset the rising cost of production through increased

productivity .

Planted area for oil palm has increased at 12.0% per annum

from 54000 hectares in 1960 to 2.28 million hectares in 1993. Pro-

duction of palm oil increased at 14% annually from 92000 toMes to

7.4 million toillles during this period. While the planted area has

undergone a 40 fold increase between 1960 and 1993, production of

palm oil has increased by 8 times during the same period. About

45% of the planted area is under the private estate ownership and

the rest is owned by organised smallholders, State land schemes and

independent small farmers (Table 2). As the industry becomes

established with the set-up of more mills and other facilities, many

independent small holders have participated in the cultivation of the
oil palm. Over the years, there has been a gradual increase in the

share of planted areas by the small holders and the share of the

estate sector has declined from 52% in 1980 to 45% in 1993

(Table 2).
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View of an OIeod1emical Plant

Government policies were instrumental in stimulating the de-

velopment of the various phases of the oil palm industry. For

example, the second phase of increase in oil palm cultivation was

stimulated by the agricultural diversification policy and the estab-

lishment of land development agencies to reduce poverty. FELD A

was given loans by the Federal Government and the World Bank to

establish the plantations and bring in settlers who work as owners

on their allocated holdings. The settlers were to later repay the

loans from income derived from the sales of their oil palm fruits.

The establishment of refineries was encouraged by the Gov-

ernment's policy of agro-based products instead of raw commodi-

ties. Another benefit was the stimulation of new markets for palm

oil. By exporting refmed palm oil products, markets in India, Paki-

stan and West Asia which did not have enough refining capacities of

their own were able to accept refined palm oil from Malaysia to

meet their expanding demand for cooking oils (Table 3).
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Table 3: Major Export Destinaffons of Malaysian Palm Oil

(tonnes)

Source: PORLA Update

Finally, the Industrial Master Plan introduced in 1984 can be

regarded as another policy which stimulated the expansion of the

oleochemical industry .The plan set out targets that the oleochemical

capacity would expand to reach 750,000 tonnes by 1995 from 160,000

tonnes in 1985. This target was achieved well ahead of schedule

with the oleochemical production capacity exceeding 750,000 tonnes

by 1993, ahead of the target year of 1995.
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v. RESEARCH & DEVELOPMENT IN OIL PALM

Each of the development phases experienced by the Malaysian

palm oil industry was preceeded by improvements in R & D and

advancement in technology .

Research has been emphasised as an important input needed to

sustain the growth of the Malaysian palm oil industry. In the early

days, the Department of Agriculture was involved in conducting oil

palm research but this task was passed on to the Malaysian Agricul-

tural Research Institute (MARDI) when it was formed in 1973.

With the continuing mpid expansion of the industry, the Palm Oil

Research Institute of Malaysia (pORIM) was formed in 1979 to take

over the task of oil palm research from MARDI. The formation of

PORIM at the request of both the industry members and the govern-

ment was legislated through an Act of Parliament which requires

that the industry must pay a research cess of about US$ 2.00 for

every tonne of palm oil produced at the mills. The money received

by PORIM has been used to conduct intensive research work in the

fields of production, processing, product improvements and market

development of palm oil.

The major achievements are highlighted hereunder.

To widen the genetic base of oil palm, prospection work has

been carried out by PORIM Scientists to collect oil palm seeds from

several African and Latin American countries. These have now

been planted in PORIM's Experimental Stations for breeding and

selection trials. New planting materials with high yields and better

attributes have been developed from the genetic pool and these are

being introduced to the industry .

Oil palm planting technology was improved tremendously by

the introduction of better yielding ten era planting material in the
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Crossing of D x p for TENERA

Mechanisation has been introduced extensively to overcome

labour shortages. While the haIVesting of the fruit bunches is still

performed manually, in field transportation of the fruits, manuring

and weeding operations can easily be mechanised. Land prepara-

tion for new planting and clearing of old palms are usually

mechanised. Production efficiency has been improved as a result of

the introduction of high yielding planting materials and the exten-

sive use of mechanisation.

Improvement in agronomic practices and fertilizer recommen-

dations have helped the industry to derive maximum yield at reason-

able cost. Problematic land such as acid sulphate soils and peat

soils can now be profitably cultivated with oil palm, thus increasing

the potential land area for the expansion of the crop.

New technologies are continuously being introduced to im-

prove utilisation of by-products generated by the oil palm industry.

Under the newly introduced 'zero burning concept', the old palm
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trees are no longer burnt during land clearing for replanting. Under

the same concept, empty fruit bunches from the mills are no longer

allowed to be burnt but instead they are sent back to the nearest

plantations for mulching purposes. Effluent generated at the palm

oil mill is either processed for the production of fertiliser or it is

pumped back to a nearby plantation for irrigation after suitable

initial treatment. Some of the other waste products such as the

fronds may no longer be left to rot away as organic nutrients for the

palms but they can be converted into higher value added products

through the manufacture of particle boards or medium density fibre

boards. With improvement of technology brought about by R & D,

the oil palm industry is increasingly looking at the prospect of a

'Zero Waste Policy' which could again propel the industry into

another phase of development in the future.

As most of the palm oil is

used in food products, research

on the nutritional values of the

oil has been intensified. Where

facilities and expertise are lack-

ing, PORIM has contracted out

the research projects to various

Universities and other centres

of excellence to enable such

nutritional studies to be carried

out. Palm oil is shown to be

cholesterol free and its use in

food does not raise serum

chloesterol. The presence of
vitamin E and provitamin A

(carotenoids) impart further

positive attributes which make Vitamin E
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palm oil a wholesome, nutritive and safe oil for use in food. The

results of these studies have been published in international journals

in the USA and Europe, and they form authentic information to

counter any negative nutritional allegations thrown at palm oil.

VI. TRANSFER OF TECHNOlOGY

An Extension and Technology Transfer Unit has been estab-

lished by PORIM to disseminate the latest recommendations on

fertilizer application and other agronomic practices to the planters.

Through various seminars, conferences and dissemination of infor-

mation via publications, PORIM is able to help improve the produc-

tivity of the oil palm plantations in the country. Specific technolo-

gies developed in the laboratories are packaged suitably and li-

censed off for commercial adoption by local investors. These activ-

ities improve the total income that the palm oil producers are able to

derive from their outputs and consequently the competitive strength

of the oil palm industry is enhanced.

VII. KEY SUCCESS FAaORS

The ideal climatic conditions in Malaysia have been the key to

her success in propagating large scale oil palm cultivation. Oil palm

requires tropical climates with over 2000 mm of annual rainfall

spread evenly throughout the year and temperature range of about

28°C to 33°C. Countries within 5 degrees north or south of the

Equator normally enjoy this climate, while those away from this

zone would often have long stretches of drought months which

would reduce the yield of oil palm. Cold temperatures also retard

the growth of the crop. Although many countries are keen to plant

oil palm, not many would be as competitive as Malaysia or Indone-

sia, because they do not have the optimal climatic conditions.
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oleochemical plants, new technologies are introduced and the Ma-

laysian oleochemical plants are more efficient than older plants

existing in Europe and USA. Also, by processing the locally avail-

able fresh oil, the quality of the finished oleochemical products is

much better than that from the plants in Europe or USA where the

input oils are often not as fresh in quality due to the long transporta-

tion, handling and storage time involved.

Malaysia has emerged as the world's largest producer and ex-

porter of palm oil and palm kernel oil, and through these two com-

modities, the country has also become a major supplier of oils and

fats. When combined with Indonesia, the Philippines, Papua New

Guinea and Thailand which are major producers of coconut oil as

well, the region as a whole accounts for 41 percent of world export

of oils and fats. In contrast, many countries are short of oils and fats

supply, and for these countries, importing palm oil from Malaysia is

an economically attractive option as opposed to producing their own

oils and fats at high costs.

The sources of lauric oils such as palm kernels and coconut

oils are confined to Malaysia, Indonesia and the Philippines. Again,

most countries of the world would depend on these South East

Asian countries for their sources of supply. Lauric oils are needed

for making high quality soaps and detergents, and only the South

East Asian countries are strategically capable of supplying the world

needs. For this reason, many multi~national oleochemical compa-

nies are presently having joint ventures in establishing oleochemical

plants in Malaysia, Indonesia and the Philippines. The joint ven-

tures provide them an additional assurance of supply for intermedi-

ate raw materials as feed~ocks to the parent companies in their

respective countries.

Another important requirement to succeed in the oil palm in-
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dustry is to have adequate infrastructural facilities. Handling mil-

lions of tonnes of fruits and oils for processing, storage and ship-

ment for the export market req~ire good roads or railways and effi-

cient means of handling and disposal of the oils. Malaysia has for

this reason many ports which are export points for palm oil trade.

Most of the ports have extensive bulking installations to handle oil

products. Malaysia has also established the Kuala Lumpur Com-

modities Exchange to facilitate the marketing of palm oil. Efficient

marketing is essential to move products from the producers to the

consumers at minimal costs so that the producers continue to re-

ceive remunerative income for theiic produce while the consumers

remain satisfied with the prices and quality of palm oil products.

VIII. FUTURE STRATEGIES

The oil palm industry provides a renewable source of raw

materials for the food and non-food industry. It is one of the best

models for sustainable agriculture where high productivity and low

generation of waste can contribute to prese1Vation of the environ-

ment and minimal use of land.

With the increase in world population and improvement in

their income, the demand for oils and fats is projected to exceed

their supply as we enter the early part of the next century. The

projected high growth in food and non-food applications may con-

tinue to sustain a strong demand for oils and fats and provide remu-
nerative prices to palm oil suppliers. .

In addition, research has shown that palm oil, like other vege-

table oils, can be used as a diesel fuel substitute. This would create

an enormous demand outlet. Tests undertaken at PORIM show that

it takes one acre of oil palm plantation to supply enough fuel to

operate a car perpetually. Other studies indicate that palm oil is the

24



Palm Oil Industry in Malaysia -a Success Story

most viable vegetable oil for use as fuel because of its high yield. It

would be viable to use it as fuel even at present but the food and

oleochemical industries are prepared to pay a higher price for com-

peting use of the same commodity .

IX. EPILOGUE

Palm oil production will continue to expand to meet world

demand. Its superior versatility and competitiveness will be im-

proved with further innovations in efficiency of production, quality

of products and diversification of uses.

Sustainable agriculture is amply demonstrated in the oil palm

plantation industry. Past, prudent policies have stimulated its devel-

opment and these must be continued in the future. Palm oil is

becoming a strategic commodity for meeting the oils and fats needs

of most countries. It will become more important as shortages

become prevalent both in food and non food applications in many of

the consuming countries. Palm oil is thus projected to play an even

greater role in the future compared to what has been seen in the past

and Malaysia is fortunate to be able to contribute in this develop-

ment.
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