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to four hectares of land. Now, the 
ratio is about 1 :9. We must set our­
selves targets and goals. I want to 
stress that we must not make 
impossible demands and expects 
instantaneous results. This is a big 
indust!)' and moving itinto a differ­
ent direction is like sitting in the 
back of an aircraft carrier with a 
pair of flippers and tl)'ing to move 

water management is crucial 

• the ship. It takes a bit of time but 
the vision, direction and goals have 
to be there. 

Our main issues relate to labour 
shorta~e. In Indonesia today, 
although their planting materials 
are similar to what we have, they 
have labour supply with strict har­
vesting rounds every seven days. If 
we have that here, we can easily 
increase our OER by at least by 2%. 
The palm oil mills in Indonesia are 
getting 24% to 26% OER but it is 
strictly full-cycle harvesting. It is 
impossible for our indust!)' to 
implement that because we have a 
chronic shortage.oflabour. 
Therefore, we have to change our 
mindset because this indust!)' has a 
huge economic importance to . 
Malaysia. We must nurture .. culti­
vate and stimulate progress by find­
. ing new ways to increase produc­
tivity. 

We must ask, what can be done 
with mechanisation? What can be 
done to bring out new varieties? 
What can be done to ensure that 
we have adequate labour? In the 
south of the United States, it would 
have been back-breaking to pro­
duce such high agriculture output 
without the open door policy of 
taking guest workers from Mexico 
or Central America. Similarly, in 
Europe where eastern Europeans 
come in to work in the farms in 
Western Europe for certain years -
that helps to boost productivity. 
This is the rnindset that we all have 
to accept. The plantation indust!)' 
in Malaysia has always relied on 
guest workers in 100 or 150 years 
back in time. But we should not 
rest on our laurels. Winston 
Churchil once said: "Give me the 
tools and we will finish the job." 
But if we don't have the tools, how 
can we finish the job? By having 
the extra labour, Malaysia can 
increase its OER and minimise its 
losses which will translate into a 
few billion ringgit a year to.the 
Government. 

Yusof: We know that harvesting 
and proper application of fertiliser 
in the estates are important. What 
about wat~r management? In my 
study and research, many planters 
assume that water in the planta­
tions is equally distributed. 
However, it was pointed out to me 
by an American agricultural 
researcher that oil palm can reach 
high peak production or yieUi 
when the water is consistently 
available between 270mm and 
300mm. We need to supply ade­
quate water throughout the year to 
the oil palm trees to get over30 
tonnes of fresh fruit bunches (FFB), 
which is five or six tonnes of oil 
regularly. I'm on a campaign to 
ensure water is made available 
consistently to the oil palm trees. 

We have to get smart and get out 
of our mental block. The whole 
indust!)' is perhaps experiencing 
good times that they forget they 
are losing billions of ringgit by not 
maximising on the yields. In, India, 
all the farmers did was to irrigate 
the plantations and their oil palms' 
managed to yield 32 tannes. To me, 
water management is now the 
third factor of success for the palm 
oil indust!)'. Yes, we are concerned 
about labour and fertiliser, other-
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wise the palm trees will starve. But 
we have been' ignoring water man­
agement because we have been 
blessed with a lot of goodness. Who 
is complaining now even though 
water is not sufficient when the 
price of CPO is so good? If we want 
to go further, water management is 
important. By using smart irriga­
tion, we can apply water consist­
ently to reap profits. I have seen 
real performing oil palms produc­
illg 42 tonnes of FFB per hectare per 
year! Our agronomists, planters 
and producers should aim for this 
kind of oil palm trees. 

Sabri: Looking at the estate 
budgetle. general costs such as fer­
tiliser, harvesting and labour,per­
haps we should put in another 
item: water management cost. 
Then,we can track whether the 
estate manager will put this effor:t 
to match the performance. I fully 
agree that water management over 
the last 30 years may have been 
ignored by local planters. It is not 
that we don't have enough water, it 
is abOut water management. 

Wbat is the single biggest chal­
lenge the indUStly is facing today 
and what needs to be done? 

Sabri: labour is the key to this 
industl)'. Datuk Bek-Nielsen men­
tioned that we are wasting billions 

of ringgit in terms of wastage in the 
fields. We need more clarity in 
terms of ridding our dependency on 
foreign labour. The immediate issue 
is that we have fruits in the trees 
but we cannot harvest The fruits 
will be rotten and you will waste 
money. We have to think of work­
ing together with the regulators on 
how to make sure that we can be 
more systematic in bringing in the . 
labour force here. Ultimately it will 
take time also to get the Malaysian 
labour force here to work in the 
plantations. We have tried with the 
Felda second generation but not 
many want to go back to the fields. 
There is a big gap in labour. 

Lee: The solution to the labour 
, problem lies in diversifying the 
sourcing countries where we can 
get labour. We think that guest 
labourers who come to work in the 
local plantations will create very 
little social problems. the fact is 
that they are all' in a relatively rural 
area. They are housed in the estate 
itself. They seldom go to the towns 
and cities. Their needs are being 
taken care of in the estate itself - be 
it medical, religious, social, recrea­
tional, sports or education for their . 
children. They will hardly cause any 
social problems. 

Another challenge is problems 
occurring in the downstream sector 

due to the Indonesian export duty 
structure. The main people affected 
in this downstream segment are 
the refiners. The refiners used to be 
called downstream players but 
gradually-and increasingly they are 
being labelled as midstream. They 
are now processing big volume but 
with very little margin. It is inevita­
ble that we will See some industry 
consolidation. The upstream play­
ers will look to the midstream as 
an integrated player, which would 
place the midstream players on a 
firmer economic footing. The way 
to go forward for the real down­
stream players is to go further 
downstream and do a lot of 
research and development. This 
segment can then be occupied by 
smaller players meaning those . 
agile in doing product research, 
marketing and segmental areas. 

Yusof: When running a business, 
you will need to monetise the 
potential and maximise the reve­
nue in every way that you can for 
this iridustry. The only way is to 
increase yield and solve the labour 
problem. 

In addition, you have to reduce 
value destruction activities by 
some of the NGOs. Just imagine, in 
a world which is short of edible 
oils, they are starving this supply 
line by not encouraging production 
even though all the sustainable fac­
tors have been factored in. We face 
opposition eve!), time we want to 
open up new areas for develop­
ment. All these value destruction 
does not add to monetising the 
potential of this indust!)'. There are 
many dO\lble standards that stop 
free trade including the US . 
Environmental Protection Agency 
(EPA) which is trying to exclude us 
from participating in the US biodie­
sel market. So we as an indust!)' 
need to add value and remove 
value destruction activities wherev­
er possible. 

Bek-Nielsen: Locally and region­
ally, I fully agree with what have 
been said by Datuk Sabri and Datuk 
Lee. labour is by far the biggest 
threat right now and it's going to 

Water works: 
A worker crossing 
a stream with a 
wheelbarmw fuJI of . 
oil palm fruit at a 
plantation in Banting, 
Selangor. Proper 
irrigation that ensures 
consistent water supply 
to the oil palms can 
contribute to 
maximising yield 
from the trees. 

continue in the future. Indonesia's 
palm oil indust!)' is developing 
extremely rapidly. There are many 
difficulties in terms of us getting 
guests workers to come over here 
and work in our sector because 
their sector is developing very rap­
idly. The problem is that we are 
ve!)' highly dependent on guest 
w.orkers solely derived from 
Indonesia. What if the same prob­
lem with the maid issue happens? 
There will be huge losses to eve!),­
one: We need to identify the 
nations that can help to supply 
some guest workers here. We have 
to, whether we like it or not. We 
must look into the opportunity of 
taking in Bangladeshis again. We 
have to lessen our dependency on a 
single source count!)' for guest 
workers. 

Secondly, from an international 
perspective, the smear campaign 
against palm oil is one 'that must be 
addressed as we must engage and . 
actively participate to help create a 
more balanced approach. In France, 
44% of its population have a nega­
tive perception of palm oil. We can­
not accept this negativity. . 

lastly, we must not become com­
placent. Our indust!)' has ave!), 
high likelihood and tendency to 
become complacent. We relax 
when things are good, when prices 
are high. However, the pendulum of 
prices can swing south. Histo!)' has 
shown us that it has taken place. 
We should be prepared if it does 
take place. Malaysia should not be 
shy about the fact that we are only 
the second largest CPO producer. 
However, we should make the con­
certed effort to be the most effident 
producer of palm oil or any vegeta­
ble oil inthe world. Then only can 
we absorb the nasty momentum 
that will come our way when the 
pendulum of prices swing south. 
That is when we will be able to 
keep our nose above the water 
when others are drowning. 
Complacency is something we have 
to work on and knock off some of 
the rust that seems to accumulate 
particularly in good times. 


