Page 1 of 5

MEP Dr. Werner Langen
Chair of the EU-ASEAN delegation

Why a ban on palm oil must be prevented!
Palm Oil: A vital commodity

June 2018

A. The importance of Palm Oil

Consumption of palm oil has doubled over the past 15 years to nearly 8 kg per
inhabitant of the globe, and shows no signs of slowing down.

Indonesia (53 % of global output) and Malaysia (29 %) are the leading producers,
followed by Thailand (4 %), Nigeria {2.6 %), Colombia (2.3 %) and Ecuador (1 %).
Around half of packaged products in supermarkets contain palm oll.

Palm Oil has a big productivity advantages: compared to other oil seeds such as
soybean (the world's second most widely consumed vegetable oil after palm oil),
rapeseed and sunflower, it requires only one-tenth as much land to produce the same
quantity of oil.

B. Reform of the REDII

Trialogues on the Promotion of the Use of Energy from Renewable Sources (RED Il)
are ongoing.

In April 2017 the European Parliament (EP) passed the reselution on “Palm oil and
the Deforestation of Rain Forests” by an overwhelming majority. Parliament
mandates the phasing out of palm oil as feedstock for biodiesel and by 2020.

Given the important role palm oil plays in the economies of producing countries and

its contribution to lifting people out of poverty, phasing out palm oil would have
detrimental effects.

C. The economic impact of oil palm cultivation

Palm oil is the main agricultural export of Indonesia and Malaysia, generating 10 %
and 5 % respectively of their exports.

The sector provides employment for 721 000 smallholders and labourers in Malaysia,
and 4 million in Indonesia; a further 11 million in the two countries are indirectly
dependent on it.

Most oil palm jobs are in remote rural areas, where alternative employment is scarce,
thus helping to promote rural development and alleviate poverty.



C.1 Indonesia
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indonesia is the world’s eighth economy, accounting for more than 35 % of ASEAN’s

GDP ($ 932,5 billion in 2017), with a population of around 260 r!1illlcm. -
In 2016, the EU was Indonesia’s third trading partner, accounting for almost 11 % O

its total exports, after the US and China.
indonesia was the EU's 29th trading partner for total goods trade.
Indonesia is the world’s largest palm oil producer; with Malaysia it produces almost

90 % of the world’s palm oll.
Indonesia is also the world’s largest exporter and it exports 15-20 % of its total palm

oil to the EU.
Palm oll is a key employment sector and the main source of income for millions of

smallholders.
According to research by the Stanford University, at least 1,3 million people were

lifted from poverty in Indonesia as a direct result of the expansion of the palm oil
industry.
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C.2 Malaysia

The economy of Malaysia is the 4th largest in Southeast Asia, and is the 38th largest
economy in the world, with a population of over 31 Million (2016).

In 2016, Malaysia was the EU's 22nd largest trading partner in goods.

Malaysia is the EU's third trading partner inside ASEAN, behind Singapore and
Vietnam.

Palm oil accounts for 5.5% of Malaysian global exports.

Palm oil represents 6.5% of total Malaysian exports to the EU.

40% of the Malaysian palm oil imported into the EU is used for producing biofuels
(biodiesel).

In 2017 Malaysia exported 1.99 million tonnes of palm oil. Three EU countries

account for more than 80% of these 1.99 million tonnes: Netherlands (50.41%), Italy
(18.19%) and Spain (15.28%)
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The palm ol industry has contributed to lift a great percentage of people out of
poverty. In Malaysia, the income of millions of farmers and employees related to the
alm oil industry has increased from about US$2 to about US$20 per day.

Palm Oil is the major employer for millions in the agricultural sector (especially for
smallholder farmers).

More than one million people are employed in the sector, producing a share of
between five to six percent of Malaysia’s GDP and 7.8% of total exports, making palm
oil the fourth largest contributor to overall Malaysian exports by value.

In 2016 total export value of palm oil and palm related products stood at 67.6 billion
ringgits, roughly equivalent to 14.5 billion Euros (at the May 2018 exchange rate).
Malaysia is committed to keep the pledge made in Rio de Janeiro Earth Summit (1992)
to keep at least 50% of the territory as forest (today about 55% of the territory is
forest). There is therefore according to Malaysia no more significant conversion of
forest to palm plantation to be expected.

Role of palm oil in poverty reduction
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D. Possible impacts of REDII

Palm oil is of pivotal importance for the Malaysian and Indonesian economy, helping to

eradicate poverty in both countries.

A new, restrictive EU policy is expected to have a huge impact on both countries, significantly

disrupting their export revenue.

The decision to phase out palm oil would significantly limit the trade volume between the EU

and Indonesia as well as Malaysia.

Both, Indonesia and Malaysia, consider that any legislation discriminating against palm oil
constitutes a breach of the EU's WTO commitments. Phasing out palm oil is interpreted as a
protective trade barrier,

Both countries mentioned on several occasions that they will not hesitate to challenge any
such discrimination at the WTO and to take corrective actions which could negatively impact
European-South Asian relations and may eventually lead to a trade conflict between the EU
and South East Asia.

In fact, Indonesian palm oil producers and business players have already urged their
government to take strong retaliatory action against the EU, including terminating the talks
on the Comprehensive Economic Partnership Agreement (CEPA).



‘s The EU is accused of colonial thinking and
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