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echnology in the palm oil industry 
is undergoing rapid changes 
initiated by dedicated research 

INTRODUCTION

institutions such as the Malaysian Palm Oil 
Board and by independent oil mills, engi-
neering workshops and individuals. There 
has been emphasis in research in all aspects 
of the industry, not only limited to creation 
of new clones/varieties of palm trees, proc-
ess and apparatus used in the extraction of 
oil from fresh fruit bunches (FFB) but also to 
the following:

• extraction and creation of hydrocarbon 
components from crude palm oil;

• treatment of palm oil mill effluent 
(POME); and 

• creation of new uses for all types of 
‘waste’ in the industry such as tree 
trunks, fronds, empty fruit bunches 
(EFB), kernels, mesocarp fibre, etc.

Some of the research findings are total-
ly innovative whilst a vast majority of re-
search and development activities result in 
mere adaptation or minor modifications to 
known technology. Is the Malaysian palm 
oil industry fully exploiting the results of 
the R&D efforts? This article will attempt to 
answer this question.

As Malaysia and in particular, the palm 
oil industry transform into a knowledge-
based industry, there is a strong and urgent 
need to identify, protect and manage the 
results of R&D activities. Are the industry 
participants taking full advantage of the in-
tellectual property (IP) rights law and the 
provisions available?  

All innovations in any field of technol-
ogy are protectable under appropriate IP 
laws. Generally, new products (inclusive of 
machines, equipments, chemical products, 
and generally anything physically tangible) 
are protectable under the Patents Act or In-
dustrial Designs Act. New processes (such 
as a method of extraction of oil from FFB, 
or method of extraction or production of 
chemical components) are protectable either 
under the Patents Act or under the common 
law of confidentiality/trade secrets.

Unless and until the innovations (wheth-
er on products or process) are protected un-
der the appropriate laws, there is no owner-
ship or property rights on the innovations.  
For example if Company A develops a new 
type of screw press and places the machine 
in the open market, then unless it obtains 
patent rights in Malaysia (and in any other 
country where it needs such rights) anybody 
can lawfully copy the machine and compete 
directly and openly with Company A. Simi-
larly if Company B develops a novel meth-
od of molecular distillation or fractionation 
of palm oil to extract compound x, then un-



PALM OIL ENGINEERING BULLETIN NO. 9320

Feature Article

less Company B obtains patent rights for the 
process or maintains the process as a trade 
secret, anybody can legally copy, or adapt 
the process without the consent or author-
ity of Company B. Unfortunately,  the law 
does not recognize equitable or moral rights 
in ownership of unprotected technology. So, 
the golden rule is either obtain patent rights 
or keep the innovation as trade secret (if it 
can be considered as such) or be deemed to 
have donated the innovation to the public!  
In the latter case,  anyone can freely and 
lawfully copy the innovation.

Malaysia grants two different types of 
rights under the Patent Act 1983. The first 
and more commonly known right is pat-
ents. The other (and for some reason not 
well-known) is Utility Innovation. To obtain 
a patent, the applicant has to satisfy the pat-
ent office’s requirements that the invention 
is:

• novel (the features claimed are new 
throughout the world at the date of fil-
ing the application);

• inventive (the features though new are 
not obvious to a person skilled in the 
same field of technology); and 

• industrially applicable (there is shown a 
method of working the invention for the 
benefits claimed).

On the other hand, a utility innovation 
(UI) needs to satisfy only the first and third 
criteria – that the features claimed are novel 
at the date of filing the application and that 
the innovation is industrially applicable. 
Thus,  it will be appreciated that it is easier 
to obtain UIs than patents. In fact, the gov-
ernment provided for the grant of UIs to 
encourage individual inventors and SMEs 
to protect their minor improvements. There 
is nothing inferior in obtaining UIs. It is far 
easier to obtain UIs, sue others or defend 
an action for infringement of UIs than pat-
ents. Industrialized countries such as Japan 
and Germany have a similar system. The 
UI system is fully utilized by the SMEs and 

the large industrial giants in Japan and Ger-
many. The statistics from the Malaysian pat-
ent office shows that no UIs were obtained 
in the palm oil industry for the year 2006 
and 2007 (until September) according to the 
Government Patents Gazette 2006-2007 (Ta-
ble 1).

Patents and UIs can be used as monopoly 
rights in the industry, enabling the owner to 
derive premium prices for his inventions, 
or to gain market entry. A company with 
a strong portfolio of granted patents/UIs 
would be in a stronger position to defend 
against infringement, enter into cross licens-
ing strategies or derive royalty income by 
selectively licensing its inventions to others.

A company with at least one strong pat-
ent or which has a portfolio of patents/UIs 
has a higher net asset value, in the event it 
enters into merger and acquisition.

IMPACT OF PATENTS/UTILITY INNO-
VATION ON NET ASSET VALUES 

M & A Activities 

Massachusetts (US)-based, Twin Rivers 
Technologies recently acquired by FELDA 
has a total of three  patents granted in the 
US (as obtained from USPTO website). It is 
reported that FELDA paid RM 241.4 million 
for the total shares of 100%. How much of 
this value is attributed to Twin Rivers Tech-
nologies  patent portfolio and possibly other 
IP rights?

As the palm oil industry becomes com-
mercially attractive to other countries such 
as Indonesia, Papua New Guinea, Thailand, 
Colombia, Nigeria, and so forth, it is in-
creasingly important for owners of IP rights 
to protect their inventions in all these coun-
tries in order to derive monetary value from 
any user of the rights in these countries. Oth-
erwise anyone in those countries can freely 
copy the technology. Most of these countries 
are members of the Patent Co-operation.
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TABLE 1. STATISTICS FROM THE MALAYSIAN PATENT OFFICE

Grant No. Title Owner
MY-125080-A An evacuation system for evacuating harvested 

oil palm fruits
Borneo Samudera Sdn Bhd

MY-125435-A A method for improving stability of palm olein 
at low temperature with mycelium bound 
lipase of aspergillus flavus

Malaysian Agriculture Research 
and Development Institute 
(MARDI)

MY-124351-A Improvements in and relating to oil palm nut 
processing

Infinite Product Sdn Bhd

MY-124490-A High carotene palm oil production by 
repeated neutralization and low temperature 
deodorization

Malaysian Palm Oil Board
(MPOB)

MY-119495-A Mulch mat made from oil palm empty fruit 
bunches and the process of making the same

Forest Research Institute 
Malaysia (FRIM)

MY-122480-A Trans-free hard structural fat for margarine 
blend and spreads

Premium Vegetable Oils Berhad

MY-120416-A Preparation of ruthenium-based catalysts and 
their application in the production of saturated 
alcohols

Malaysian Palm Oil Board
(MPOB)

MY-120349-A Oil palm fronds and fruit bunches cutter Malaysian Palm Oil Board 
(MPOB)

Treaty (PCT)

It is now convenient for Malaysia appli-
cants to seek patent rights in each of these 
countries. Malaysian palm oil technology 
is well recognized and enjoys premium 
value in the world. Owners of such technol-
ogy, which is still not in the public domain, 
should seek to obtain patent rights in other 
countries which are competitors or are like-
ly to become competitors to our industry.    

With the present economic conditions, 
and state of technological capability of other 
countries, the value of technology lies more 
in intangible rights (such as patents, UIs, in-
dustrial designs, confidential information, 
sales network, etc.) and not in the physical 
products themselves. Any engineering firm 
in Indonesia, Thailand or China, for ex-
ample, can reproduce a sterilizer, or screw 
presses or nut cracker identical to that used 

in Malaysia. One can only stop such repro-
ductions, if the products enjoy patent/UI 
rights. 

Similarly, new varieties of oil palm trees 
can be protected in Indonesia under the In-
donesian New Plant Variety Act. Are Ma-
laysian industries taking advantage of the 
Indonesian law? Otherwise all our R&D 
to produce new varieties of oil palm trees 
would be available to our strongest and 
largest competitor at no additional cost! 

CONCLUSION 

Malaysian industries need to be aggressive 
in protecting and managing their competi-
tive advantages in the technology fields. 
Will Malaysians drive the innovation or will 
our foreign competitors use it to drive over 
us? In business, remember – unless you in-
novate, you will evaporate. 




