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PALlvl OlL: THE L0NG-TERI'I 0UTL00K IN MALAYSIA
AT A CONFERENCE IN KUALA LUMPUR, MALAYSIA IN JUNE, 1976, it was revealed that the

long-tern projection for Malaysian palln oil output calls for a production level of
6.6 nillion tons by 1995. By conparison, Malaysian paln oil output during calendar-
year 1976 wilt total about I.6 million tons, while the oil contained in the 1976

U.S. soybean crop will anount to roughly 7.1 mi.llion tons. Malaysia currently pro-

duces 43 percent of the worldrs palm oil and 74 percent of the world palm oil ex-

ports. The corresponding figures for 1965 were 12 percent of production and 26 per-
cent of exports.

The total cost of producing palm oil in Malaysia, including estate developnent,

is currently running 9 or 10 cents per pound. This varies with prices, since workers

are paid partially on the basis of the value of their production. An export levy of
21 percent of the previous month's export price is collected by the Malaysian gov-

ernment. Thus, at todayis cost levels, a paln oil price below 13 cents per pound,

FoB New York, would be required to discourage increased Malaysian paln oil produc-

tion. Hovever, due to the long planning horizons involved in estate enterpri.ses
such as palrn oil, discouragingly low prices do not imply immediate reductions in
the growth rate of output. A protracted period of depression in world oil prices
would be required to stop tho expansion of Malaysian palm oil output.

The low cost of paln oil is more the result of high productivity per acre

fron hybrid trees developed in the early 1960rs than of a low wage structure. In
1975, when crude palm oil prices averaged 19 cents per pound at New York, the aver-

age field worker on a Malaysian Sovernment oil palm estate nade about $2,300 after
deductions for his housing, nedical care, the repafnent of estate developrnent costs,
and the costs of nill operation. During a year, this worker can harvest between 45

and 50 thousand pounds of paln oil, about 5 thousand pounds of palm kernel oil and

about 7 thousand pounds of palm kernel meal , Thus, one I'lalaysian estate Horker can

produce the oil equivalent of 160 acres of soybeans producing 30 bushels per acre.

The palm kernel neal produced by one Malaysian estate worker is, on a volune basis,
equivalent to only about 5 acres of soybeans at 30 bushels per acre. Furthermore,
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