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ABSTRACT

The Malaysian palm oil industry plays an important role in the
agricultural development of the country and contributes significantly
to the country’s Gross Domestic Product (GDP), foreign exchange
and creation of employment opportunities. On average, the industry
contributes 5% to 7% of GDP and for the last five years the industry has
contributed on average about RM 65.3 billion per year to export revenue.
The Malaysian palm oil industry, especially the oil palm plantation sector
offers various job opportunities as the sector is highly dependent on
manual labour. However; a minimal involvement of the locals (due to the
3D perception - dangerous, dirty and difficult) has provided avenues for
foreign workers to work in the plantation sector. In 2012, it was estimated
that there were 505 972 employees in the oil palm plantation sector. Out
of the total, 386 913 or 76.5% were foreigners. Foreign workers were
employed mainly in high labour demand operations such as harvesting,
field work and other general work. These days, the main issue in oil
palm plantation sector is labour shortage problem especially for fresh
fruit bunch (FFB) harvesting and collection. The difficulty of employing
local as well as foreign workers especially from Indonesia has caused
the oil palm plantation sector to face a labour shortage particularly for
FFB harvesting and collection. This situation has affected the supply of
palm oil in the domestic as well as world markets.
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INTRODUCTION

Malaysia occupies a position of
prominence in the world palm
oil industry as it is the second
major producer and exporter
of palm oil after Indonesia. The
Malaysian palm oil industry
plays an important role in the
agricultural development as well
as the development of the country.
The industry continues to make

a significant contribution to the
national economy through its
contribution to Gross Domestic
Product (GDP), Gross National
Income (GNI), foreign exchange
and employment. Its contribution
to GDP on average is about 5%
to 7% per year and in 2009, it
contributed about RM 53 billion
to the GNL

Malaysia is to focus on 12
National Key Economic Areas
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(NKEA) to boost the economy
and achieve a high income status
by 2020. Currently, the palm
oil industry is the fourth largest
contributor to the national
economy. Under the NKEA,
the palm oil industry targets to
contribute about RM 178 billion
to the GNI by 2020. In achieving
this, an additional 41 000 jobs are
to be created, of which 40% are
high skilled jobs with an average
monthly income of RM 6000 (JPM,
2013).

Over the last five years, the
industry has contributed on
average about RM 65.3 billion
per year to export revenue. The
highest contribution was in 2011
with a total of RM 80.4 billion.
Due to a lower price of exports in
palm oil products as compared to
the previous year, the contribution
to export revenue by the industry
decreased to RM 71.4 billion in
2012. The industry has been a
major player in poverty eradication
and slowing migration of the
labour force from rural to urban
areas. It has created jobs, built
infrastructure and contributed to
social stability (Yusof, 2008). In
2008, there were 610 000 workers
in the palm oil industry (Faizah,
2010) and currently, it is estimated
that the figure has increased.

In Malaysia, producers of
oil palm can be grouped into
four categories namely private
estates, government schemes, state
schemes/government agencies
and independent smallholders
(Figure 1). In 2012, private estates
represented about 61.6% of total
oil palm planted; government
schemes such as FELDA, FELCRA
and RISDA contributed about
18.8%, state schemes/government
agencies 6.0% and independent
smallholders 13.6%.

Among the producers, private
estates especially estates under
public and private limited
companies produce the highest
fresh fruit bunch (FFB) yield, i.e.,
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more than 25 t/ha/yr compared
to others since they operate in
large scale and are well-managed.
At the national level, the average
FFB yield fluctuated over the
last 17 years (1995-2012) (Figure
2).The highest national average
of FFB yield was recorded in 2008
(20.08 t/ha/yr) whereas the lowest
FFB yield was in 2002 (17.97
t/ha/yr). In 2012, the national
average of FFB yield was 18.89
t/ha and to achieve the national
target, i.e. 26 t/ha/yr by 2020, the
plantation sector needs to increase
FFB yield by 37.6% or 7.11 t/ha.

Oil palm planted area in
Malaysia is still in an upward trend.
Total planted area in 1995 was only
2.54 million hectares. In 2005, the
oil palm planted area increased to
4.05 million hectares, an increase
of 59.4% as compared to 1995.
In 2012, total oil palm planted

area was 5.08 million hectares. In
line with the increase of oil palm
planted area, production of crude
palm oil (CPO) has also increased.
In 1995, CPO production was
recorded at 7.81 million tonnes.
With the expansion of the oil palm
area, CPO production increased
by 38.8% to 10.84 million tonnes
in 2000. In 2012, total CPO
production was recorded at 18.78
million tonnes. Figure 3 illustrates
the growth in oil palm planted area
and CPO production from 1995
to 2012. Listed in the textbox are
the average annual growth rates
for oil palm planted area and CPO
production for two periods, i.e.
1995 to 2005 and 2006 to 2012.
During 1995 to 2005, annual
growth of CPO production was
recorded higher than oil palm
planted area, i.e. 8.26% against
5.88% per annum. Nevertheless,

Independant snallholders
=691 688 (13.6%)

State schemes/
government agencies
=306 187 (6.0%)

Government schemes
=952 064 (18.8%)

Private estates
=3126 990 (16.6%)

Figure 1. Oil palm planted area by category (2012).
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Figure 2. Average fresh fruit bunch (FFB) yield for palm oil estates.



THE EFFECT OF LABOUR SHORTAGE IN THE SUPPLY AND DEMAND OF PALM OIL IN MALAYSIA

17 |+ Area—5.94%
* CPO Production — 9.15%

Average Annual Growth, 1995 — 2005

12 -
Average Annual Growth, 2006 — 2012
* Area — 3.68%
7 . * CPO Production — 3.04%
Yo} © N~ e} [} o ~— N ™ < w0 © N~ [e0] [} o ~ N
(e} [} (e} (e} [} o o o o o o o o o o ~— - ~
> & O O O © O O O © O © © & o © o
~ - = T v N N N N N N N N N N N N N
Year

—&— Area (million hectares)

CPO (million tonnes)

Figure 3. Area and crude palm oil (CPO) production: 1995 — 2012.

the opposite situation occurred
during 2006 to 2012 whereby the
oil palm planted area recorded
higher annual growth than CPO
production but the difference was
only 0.64%.

Prior to 2006, Malaysia was
the largest producer of palm oil
in the world. However in 2006,
Indonesia had surpassed Malaysia
as the world’s leader in palm oil
production amounting to 16.1
million tonnes of CPO as compared
to 15.9 million tonnes by Malaysia.
Altogether, Indonesia and Malaysia
produced 26.3 and 18.9 million

tonnes of CPO respectively in
2012. Both countries contributed
about 85.4% of the world palm oil
production.

Figure 4 shows the growth of
CPO production in Malaysia as
against Indonesia from 1995 to
2012 and listed in the textbox is
the average annual growth rate
for both countries over the same
period. On average, Indonesia
recorded annual growth three-fold
as compared to Malaysia. Annual
growth rate recorded by Indonesia
and Malaysia were 32.41% and
8.26%, respectively.
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Figure 4. Comparison of crude palm oil (CPO) production between Malaysia and
Indonesia; 1995 — 2012 (‘000 t).

SUPPLY AND DEMAND OF
PALM OIL IN MALAYSIA

Malaysia’s palm oil production was
in an upward trend from 2000 to
2006. Total palm oil production in
2000 and 2006 were 10.8 and 15.9
million tonnes respectively (Table
3). In 2007, palm oil production
decreased slightly by 0.3% to 15.8
million tonnes, as compared to the
previous year. With area expansion
especially in Sabah and Sarawak,
total palm oil production exceeded
18 million tonnes in 2011 and
2012. In those years, total palm
oil production was 18.9 and 18.8
million tonnes respectively.

Beginning stock of palm oil for
the year 2000 to 2012 averaged
1.6 million tonnes per year.
The lowest beginning stock was
recorded in 2003, i.e. 1.1 million
tonnes, whereas the highest was
in 2010 (2.2 million tonnes). To
accommodate domestic demand,
Malaysia also imports palm oil
(only CPO) mostly from Indonesia.
In 2000, the total import of palm
oil was only 75 451 t. Nevertheless,
the figure increased significantly
to 1.4 million tonnes in 2012 with
an annual growth about 134%. On
average, Malaysia supplied about
17.5 million tonnes of palm oil per
year for the period of 2000 — 2012.
In 2009, Malaysia started to supply
palm oil exceeding 20 million
tonnes per year.

The export of palm oil
(processed palm oil) has increased
from year to year (except for 2007).
In 2000, Malaysia exported only
9.1 million tonnes of palm oil. Ten
years later, the export increased
highly to 16.7 million tonnes and
in 2012, Malaysia had exported
17.6 million tonnes of palm oil.
On average, a total of 13.9 million
tonnes of palm oil (processed
palm oil) are exported to various
countries in the world.

The People’s Republic of China
was the largest importer of palm
oil from Malaysia. In 2010, the
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TABLE 3. SUPPLY AND DEMAND OF PALM OIL IN MALAYSIA: 2000 — 2012

Supply
Year Begtl:::ll(ng Production
2000 1175693 10842 095
2001 1416706 11803 788
2002 1213571 11909 298
2003 1136444 13354 769
2004 1166541 13976 182
2005 1489788 14961654
2006 1603801 15880 786
2007 1506586 15823745
2008 1682267 17 734 441
2009 1994710 17 564 937
2010 2239257 16993717 1
2011 1616237 18911520 1
2012 205729 18785030 1
Avrg 1561454 15272459

Note: Avrg = average.

country imported a total of 1.02
million tonnes of palm oil, with an
increase of 2.46 million tonnes or
241% to 3.48 over import in 2000
(Appendix 1). In 2012, the People’s
Republic of China imported a total
of 3.50 million tonnes of palm
oil decreased by 12% against the
previous year.

LABOUR EMPLOYMENT IN
MALAYSIA

The Malaysian economy has
become much more open and
dynamic as early as 1970 through
the implementation of the New
Economic Policy (1970-1990)
and the National Development
Policy (1991-2000). A long-term
national economic agenda was
promulgated to stimulate the
economic development in order to
achieve a developing country status
by 2020. In 2000, the Malaysian
economy reached full employment,
as the unemployment rate declined
to 3.1%. There existed a shift in
supply and demand equilibrium
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in the labour market such that
the demand for labour exceeded
its supply (Mohd Arif, 2010). The
additional demand arising from the
booming economy also attracted
an influx of foreign labour into the
country. In 2000, there were only
807 096 foreign workers making
up 8.5% of the total work-force
(Table 4). However, it increased
by more than double to about 2
million foreign workers or 17.2%
of the total in 2007.

The influx of foreign workers
into Malaysia reached a record
as the country began to embark
on the industrial development,
particularly in construction,
manufacturing and services
sectors. At the same time, large
numbers of rural work-force had
moved out to urban areas or
cities to take up employment
opportunities. As a consequence,
the agricultural sector including
the plantation sector was left with
a shortage of labour supply and this
eventually led to dependency on
foreign labour (Mohd Arif, 2010).

Demand

Ending

stock

Exports Total

9 081 553
10 624 830
10 886 259
12 266 064
12 581 792
13 445 511
14 423 168
13 746 823
15412 512
15 880 744
16 664 068
17 993 265
17 575 486
13 890 929

10 676 503
12 202 365
12 388 932
13775711
14 363 594
15404 160
16 580 356
15915 635
17 983 033
18 250 569
18 728 906
19776 137
19 606 390
15 819 407

1416 706
1213 571
1136 444
1166 541
1489 788
1 603 801
1 506 586
1682 267
1994 710
2 239 257
1616 237
2 057 296
2627 419
1673 125

LABOUR SITUATION IN
THE MALAYSIAN PALM OIL
INDUSTRY
Nursery

The total work-force in the
nursery sector was estimated at
5420 in 2012, of which 51.7% or
2803 were in Peninsular Malaysia,
26.1% or 1416 in Sarawak and the
remaining in Sabah (Table 5).

According to job category, most
of the labour hired as operators
make up of 50.8% or 2754 of
the total work-force followed by
others (general worker, driver,
etc.) 16.4% or 888 workers and the
remaining categories represented
as managers, supervisors, clerks
and assistant managers (Table 6).
Two job categories, i.e. others
and operators were dominated
by foreign workers. For others
73.2% or 650 of 888 were foreign
workers whereas 73.0% or 1736
of 2754 operators were foreigners.
The total percentage of foreign
workers was 46.9% and the two
job categories represented about
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TABLE 4.TOTAL EMPLOYMENT IN MALAYSIA, 1997 - 2007

Year Local worker = Foreign worker Total employment % of foreign workers
1997 8411 174 627 426 9 038 600 6.9
2000 8 701 504 807 096 9 511 600 8.5
2005 9475 262 1185 238 12 290 500 16.1
2006 9675 291 1869 209 11 544 500 16.2
2007 9 754 001 2021099 11 775 100 17.2
Source: Mohd Arif (2010).
TABLE 5. ESTIMATED WORK-FORCE IN THE
NURSERY SECTOR BY REGION
Region Total % Total
Pﬁg;g;:::r 2803 51.7
Sabah 1201 22.2
Sarawak 1416 26.1
Malaysia 5420 100.0
Source: MPOB (2013a).
TABLE 6. ESTIMATED WORK-FORCE BY JOB CATEGORY
Job category Local Foreign Total %Total % Foreign
Manager 462 28 490 9.0 5.7
Assistant manager 339 10 349 6.4 2.9
Clerk 440 12 452 8.3 2.6
Supervisor 379 108 487 9.0 22.2
Operator 1018 1736 2 754 50.8 63.0
Others 238 650 888 16.4 73.2
Total 2 876 2544 5420 100.0 46.9

Source: MPOB (2013a).

44% of the total work-force in the
nursery sector.

Similar to other sectors, the
nursery sector is also experiencing
a labour shortage problem. In
2012, it was estimated that the
sector faced a shortage of 507
workers (Table 7). The higher
shortage occurred in Peninsular
Malaysia, 406 workers, followed
by Sarawak, 61 and Sabah, 40. In
terms of job categories, operators
and others were the two highest in
labour shortages, i.e. 391 and 78
respectively.

QOil Palm Plantations

In 2012, the total work-force in
the Malaysian oil palm plantation
sector was estimated at 505 972
(Table 8). On a regional basis,
Peninsular Malaysia engaged the
highest work-force due to its
larger palm oil areas, i.e. 209 495
workers (41.4% of total work-
force), followed by Sabah 197 664
workers (39.1%) and Sarawak
98 813 workers (19.5%). According
to job categories, 39.4% or 199 233
workers were hired as harvesters

and fruit collectors, while 33.7% or
10 708 workers were hired as field
workers. These two job categories
represented 73.1% of the total
work-force in oil palm plantations.

The Malaysian oil palm
plantation sector work-force is
largely dominated by foreign
workers mostly from Indonesia.
Figure 5 shows the percentage
of foreign workers vis-a-vis the
local labour in 2010. Out of
505972 workers in the country, 76.5
(386 913) were foreigners. Foreign
workers were mostly hired as
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harvesters and loose fruit collectors
(93.1% or 199 233), field workers
(81.0% or 170 708) and other
field workers (68.7% or 70 363).
Most of the local employees work
as managers, assistant managers
and clerks.

Currently, the oil palm
plantation sector faces a labour
shortage problem. In 2012, it was
estimated that the sector was facing
labour shortage of 26 374 workers
(Table 9). The highest labour
shortage occurred in Peninsular
Malaysia, 12 495 workers or 47.4%
of total shortage, followed by
Sarawak, 7800 (29.6%) and Sabah
6080 (23.0%). Out of the total

shortage, 98.1% or 25 874 were
in field works. Harvesting and
fruit collection faced the highest
labour shortage, i.e. 12 486 labour
shortages and most of the shortage
occurred in Peninsular Malaysia,
5402, followed by Sarawak (3106)
and Sabah (2501). Apart from that,
the sector needed 9521 workers for
field workers such as manuring,
weeding and pruning activities.
Table 10 shows the land labour
ratio according to job categories
in Peninsular Malaysia, Sabah,
Sarawak as well as Malaysia. The
land-labour ratio is a commonly
used index to indicate the labour
used to manage estates. On average,

one general mandore (to supervise
field operations such as fertiliser
applications and weeding) in oil
palm plantations in Malaysia can
oversee 386.76 ha of oil palm.
On a regional basis, one
general mandore in Sabah can
only supervise 296.52 ha of oil
palm compared to 420.45 and
484.02 ha in Peninsular Malaysia
and Sarawak respectively. In
supervising harvesting operations,
one harvesting mandore in Malaysia
can oversee 301.77 ha of oil palm.
On a regional basis, one harvesting
mandore in Sabah and Sarawak can
oversee less than that of Peninsular
Malaysia, i.e. 269.54 and 272.55 ha

TABLE 7. ESTIMATED LABOUR SHORTAGE IN THE NURSERY SECTOR

Job categories
Manager
Assistant manager
Clerk
Supervisor
Operator
Others
Total

Source: MPOB (2013a).

P. Malaysia Sabah Sarawak

3 1 4

1 1 0

1 1 2

20 2 2

313 29 49

68 6 4

406 40 61

Malaysia %

8 1.6

2 0.4

4 0.8

24 4.7

391 771

78 15.5

507 100.0

TABLE 8. ESTIMATED WORK-FORCE IN OIL PALM PLANTATIONS IN MALAYSIA

Job category
Field Works:
General mandore
Harvesting mandore
Harvesters & collectors
Field workers
Other field workers
Sub Total
Office Works:
Executives
Staff
Sub Total
Total
%

Source: MPOB (2013c).
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P. Malaysia Sabah Sarawak Malaysia %
6 079 5 281 2 477 13 837 2.7
6 247 4 537 3131 13915 2.8
90 349 73985 34 899 199 233 394
64 916 70 154 35638 170 708 33.7
23 451 32185 14 727 70 363 13.9
191 042 186 142 90 872 468 056 92.5
0.0
5235 3210 1889 10 334 2.0
13218 8312 6 052 27 582 5.5
18 453 11 522 7 941 37 916 7.5
209 495 197 664 98 813 505 972 100.0

414 39.1 19.5 100.0
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TABLE 9. ESTIMATED LABOUR SHORTAGE IN OIL PALM

Job category

Field Work:

General mandore
Harvesting mandore

Harvesters &
collectors

Field workers

Other field workers
Sub Total Field Works

Office Work:
Executives
Staff

Sub Total Office Works

Total
%

Source: MPOB (2013c).

PLANTATIONS
P. Malaysia = Sabah
183 114
459 148
6 062 3144
4710 1925
926 641
12 340 5972
26 45
128 62
154 107
12 495 6 080
47.4 23.0

Sarawak Malaysia

124 421
129 737
3280 12 486
2 886 9 521
1143 2709
7 561 25874
67 139
171 361
238 500
7 800 26 374
29.6 100.0

TABLE 10. LAND TO LABOUR RATIO BY REGION IN OIL PALM PLANTATIONS

Job category
Field Works:
General mandore
Harvesting mandore
Harvesters & collectors
Field workers
Other field workers
Land to labour ratio for
field works
Office Works:
Executives
Staff

Land to labour ratio for
field and office works

Source: MPOB (2013c).

of oil palm respectively. In terms
of harvesting and fruit collection,
most of the workers hired for this
operation are foreigners.

On average, one harvester who
is responsible to cut and collect
fruits can cover 21.73 ha of oil
palm. However, due to the higher
yield of FFB in Sabah compared
to other regions, the rate for
harvesters’ coverage is lower than

P. Malaysia Sabah
420.84 273.17
349.96 284.96

24.19 17.47
39.41 20.56
109.08 44 .82
13.51 7.75
488.70 449.41
193.53 173.57
12.31 7.30

that of Peninsular Malaysia and
Sarawak. In Sabah, one harvester
can only cover 17.68 ha of oil palm
as compared to 23.59 haand 25.17
ha in Peninsular Malaysia and
Sarawak respectively.

Other Sectors

In 2012, it was estimated that
other sectors, i.e. oil palm mills,

Sarawak Malaysia
434.33 368.53
279.28 311.45

25.05 21.91
30.20 29.75
73.08 72.15
11.81 10.91
569.81 522.70
177.83 193.64
10.86 10.50

refineries, crushers, oleochemical
bulking installations, FFB dealers
and oil dealers employed a total
of 93 710 workers (Table 11). The
highest labour was employed in oil
palm mills, representing 50.5% of
the total work-force, followed by
FFB dealers who represented about
28% of the total work-force. The
sector which employed the least
number of workers was bulking
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138 139 48 344 151 1355

[ Total 13 837 13915 199 233
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% Foreign 40.8 59.0 93.1

81.0 68.7 1.4 4.8

Figures 5. Foreign workers vis-a-vis locals according to job category.

installation, which represented
only 0.8% or 757 of the total work-
force.

THE IMPORTANCE OF
LABOUR IN THE SUPPLY AND
DEMAND OF PALM OIL IN
MALAYSIA

The production of palm oil mostly
depends on FFB production.
Higher FFB production will lead
to more palm oil volume. For
this reason, this article aims to
highlight the importance of labour
in the oil palm plantation sector
since the labour will directly affect
FFB production and consequently
palm oil production.

The oil palm plantation sector
plays an important role to the
development of palm oil industry.
At the plantation level, labour is
very important as the plantation
sector is labour-intensive. Most
workers are required for harvesting
and FFB collection activities, as
well as field work (manuring,
weeding and pruning). A low level
of mechanisation for activities such
as harvesting and FFB collection
caused the activity to depend on
manual labour. In the oil palm
plantations, more than 73% of the
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total work-force are harvesters
and FFB collectors as well as field
workers. Harvesters and FFB
collectors alone represent more
than 32% of the total work-force
and most of them are foreign
workers from Indonesia.

Labour requirements in the oil
palm plantation sector have always
been monopolised by foreign
workers for a long time. There
is likely no change in the trend
as even more foreign workers
are employed from year to year.
Overdependence on the foreign
work-force can pose a threat to
the security and stability of the
industry in particular and the

country in general (Ramli et al.,
2011). In Sabah, heavy dependence
on foreign labour can affect the
income of the oil palm producers,
especially during festive sessions
(Faizah, 2010). During such
seasons, foreign workers would
leave the country and during their
absence the harvesting frequency
would reduce. This will affect the
income of the palm oil producers
and the supply of palm oil from
Malaysia.

Currently, the oil palm
plantation sector faces labour
shortage. Critical activity namely
harvesting and FFB collection
are experiencing acute shortage
of labour. As shown in Table 5,
total labour shortage for various
activities in oil palm plantations
was estimated at 26 374 or 5.2%
of the total work-force in oil palm
plantations. Out of the total, 47.3%
or 12 486 were harvesters and FFB
collectors, 36.1% or 9521 were
field workers and the remaining
were mandores, other field workers
and office workers.

A shortage of harvesters and FFB
collectors has affected the revenue
of many companies since FFB
are not harvested and collected.
According to the Sarawak Oil Palm
Plantation Owners’ Association
(SOPPOA), the state plantation
sector is short of at least 20% in
labour requirement and due to
the labour shortage, between 10%

TABLE 11. ESTIMATED WORK-FORCE IN

OTHER SECTORS
Sector Total %
Oil palm mill 47 120 50.3
Refinery 7 533 8.0
Crusher 1128 1.2
Oleochemical 3485 3.7
Bulking installation 757 0.8
Fresh fruit bunch dealer = 26 243 28.0
Oil dealer* 7 444 7.9
Total 93710 @ 100.0

Note: *Qil dealers including those dealing in cooking oil and other products.



THE EFFECT OF LABOUR SHORTAGE IN THE SUPPLY AND DEMAND OF PALM OIL IN MALAYSIA

and 15% of FFB in plantations
were left to rot, as they could not
be harvested on time, resulting in
revenue loss estimated at RM 1
billion a year.

Table 12 shows the estimate of
revenue loss to the nation per year
at different levels of labour shortage
and CPO prices. If the country is
short of labour (only harvester
and FFB collector) by about 6000
workers, it was estimated that a
total of 2.8 million tonnes of FFB
can’t be harvested. If we assume
that the oil extraction rate (OER)
is about 20%, the supply of CPO
would reduce about 0.56 million
tonnes per year and if CPO price
is RM 2500/t, the country would
suffer a loss of export revenue of
about RM 1.4 billion per year. If
the CPO price increases to RM
3000 and RM 3500/t, the losses
to the nation are estimated at
RM 1.7 and RM 2.0 billion per
year respectively. At the current
situation, where the country is
facing labour shortage of about
10 000 workers, it is estimated
that a total of 0.94 million tonnes
of CPO has been reduced in the
market and CPO price at RM 2500,
the nation would lose about RM

2.3 billion per year. If the CPO
price increases to RM 3000 and
RM 3500/t, the loss to the nation
would increase to RM 2.8 and RM
3.3 billion per year.

However, if we assume that
labour productivity for the
harvester and FFB collector is 2
t, the loss of CPO supply as well
as the income to the nation will
be higher. For instance, with a
labour shortage of about 10 000
workers, CPO supply will decrease
to about 1.2 million per year and
if the CPO price is RM 2500/t, the
nation would lose about RM 3.1
billion per year (Table 13). If the
price increases to RM 3000 and RM
3500/t, the loss is expected to be
higher, amounting to RM 3.7 and
4.4 billion per year respectively.

EFFORTS BY THE
GOVERNMENT TO
OVERCOME LABOUR
SHORTAGE

Increase Utilisation of
Mechanisation

One of the solutions to
reduce labour shortage and the
dependency on foreign labour

is through mechanisation
especially for harvesting and FFB
collection (infield collection)
as mechanisation is proven to
increase labour productivity and
thus reduce labour requirements.
Although the government has
encouraged estate owners to
increase the level of mechanisation
adopted especially for harvesting
and FFB collection activities, the
level of mechanisation to date is
still low. For harvesting, MPOB
has introduced Cantas which has
proven to increase productivity
of up to 2.5 t per day and this
reduces labour usage by about
50%. To encourage estate owners
to use Cantas, MPOB has loaned
a total of 1027 Cantas to selected
companies as well as FFB dealers.
For FFB collection in peat areas,
MPOB had invented Beluga. By
using Beluga, labour utilisation
can be reduced by up to 50% and
labour productivity can be doubled
as compared to manual labour.

Fast Track
The government had

implemented a fast track' method
of employing foreign workers

TABLE 12. THE ESTIMATED OF CRUDE PALM OIL (CPO) AND REVENUE LOSSES DUE

TO LABOUR SHORTAGE

Loss of CPO Revenue loss of exporting CPO per year at

Labour FFB is not
shortage harvested per supply per
year (t) year (t) RM 2500
6 000 2 808 000 561 600 1404 000
7 000 3 276 000 655 200 1638 000
8 000 3 744 000 748 800 1872 000
9 000 4 212 000 842 400 2 106 000
10 000 4 680 000 936 000 2 340 000
11 000 5148 000 1029 600 2 574 000
12 000 5616 000 1123 200 2 808 000

Note: Assumption:

different CPO prices (RM’000)

RM 3000 RM 3500
1684 800 1 965 600
1 965 600 2293 200
2 246 400 2620 800
2527 200 2948 400
2808 000 3276 000
3 088 800 3 603 600
3369 600 3 931 200

1. Productivity for the harvester and fresh fruit bunch (FFB) collector is 1.5 t FFB per day.

2. Working day is 26 days per month.

3. Oil extraction rate (OER) is 20%.

! The fast track has only been implemented for Peninsular Malaysia since Sabah and Sarawak have different labour laws.
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TABLE 13. ESTIMATED CRUDE PALM OIL (CPO) AND REVENUE LOSSES DUE TO
LABOUR SHORTAGE

Loss of CPO Revenue loss of exporting CPO per year at
different CPO prices (RM’000)

Labour FFB is not
shortage harvested per
year ()

6 000 3 744 000

7 000 4 368 000

8 000 4992 000

9 000 5616 000

10 000 6 240 000
11 000 6 864 000
12 000 7 488 000

supply per

year (t) RM 2500
748 800 1872 000
873 600 2184 000
998 400 2 496 000

1123 200 2 808 000

1248 000 3 120 000

1372 800 3 432 000

1497 600 3744 000

RM 3000 RM 3500

2246 400 2620 800
2620 800 3 057 600
2995 200 3494 400
3 369 600 3 931 200
3 744 000 4 368 000
4 118 400 4 804 800
4 492 800 5241 600

Note: Assumption:

1. Productivity for the harvester and fresh fruit bunch (FFB) collector is 2.0 t FFB per day.

2. Working day is 26 days per month.

3. Oil extraction rate (OER) is 20%.

from January to June 2011.
Through the fast track method,
several procedures in employing
foreign workers were skipped.
This shortened the period of
approval for the applications of
foreign workers. With the fast
track process, the government
had approved a total of 27 094
foreign workers to work in oil palm
plantations in its effort to reduce
the labour shortage in Peninsular
Malaysia.

Minimum Wage

To encourage locals to work
in plantations, especially in oil
palm plantations, the Malaysian
government implemented
a minimum wage which was
effective in January, 2013. The
minimum wage was set at RM
900 per month for workers in the
Peninsular Malaysia and RM 800
per month for those in the states
of Sabah and Sarawak. Besides the
plantation sector, construction
sites and factories are also involved
in the implementation of minimum
wage, as part of the government’s
plan to transform Malaysia
into a high income nation. The
minimum wage regulation was first
developed in New Zealand (1896)
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followed by Australia (1899) and
later by Britain (1909). Then,
other countries followed suit in
subsequent years: France (1915),
Norway (1918), Austria (1918),
Czechoslovakia (1919), Germany
(1923), Spain (1923) and Belgium
(1934).

Recruitment of Worker from
Bangladesh on Government
to Government (G to G)
Mechanism

The government has agreed to
implement a programme to recruit
foreign workers from Bangladesh
on a G to G basis (government to
government). In the initial stage,
the Malaysian government had
requested 10 000 workers from
Bangladesh to address the labour
shortage problem faced by the oil
palm plantations in Peninsular
Malaysia.

Besides that, Sarawak has
allowed migrant workers to be
recruited from countries other than
Indonesia to alleviate the acute
labour shortage particularly in the
plantation sector. According to the
State Land Development Minister,
Tan Sri Dr James Masing, plantation
companies are now allowed to
recruit workers from Bangladesh

and Myanmar on a government-
to-government (G-to-G) basis in
order to overcome labour shortages
in the state (The Star Online,
2013). Prior to this, plantations
in Sarawak were only allowed to
recruit foreign workers from one
source country only, i.e. Indonesia.

CONCLUSION

The Malaysian oil palm plantation
sector is heavily dependent on
manual labour since the sector
is labour-intensive. Most of the
work-force (76%) in the oil
palm plantations are foreigners
and are mainly from Indonesia.
Currently, the sector is facing a
labour shortage problem since
locals are not interested to work
in oil palm plantations due to
the 3D perception (difficult, dirty
and dangerous). Nowadays, it
is difficult to hire workers from
Indonesia as they prefer to work
for plantations in their hometown
since they can obtain a similar
salary and can live together with
their family. This scenario makes
the labour shortage issue more
critical. Shortages are mainly in
the areas of harvesting and FFB
collection activities since the
activities require well-experienced
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workers. A shortage in labour
(especially for harvesters and
FFB collectors) cause FFB yield
to decrease, it will in the long
run affect the income or revenue
of a company. At macro level,
labour shortage will affect the
supply of palm oil in domestic
and world markets. Concerned
on the importance of labour to
the oil palm industry especially
the oil palm plantation sector, the
government has made some efforts
in order to address the problem
such as implementing fast track
to hire foreign workers, discount
for buying Cantas and allowing
plantation sector to recruit
Bangladeshi on G to G basis.
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MALAYSIA - EXPORTS OF PALM OIL TO

MAJOR DESTINATIONS (t)
Country 2011 2012
China, P.R 3982 128 3 502 057
India 1667 908 2639 930
European Union 2 006 093 2 220 627
Pakistan 1821 009 1343 254
US.A 1054 997 1029 427
Singapore 477 264 563 124
Japan 541 439 559 449
Iran 342 423 548 603
Vietnam 420 104 468 722
Egypt 710 421 431 323
South Korea 355 652 365 909
Myanmar 244 353 348 395
Philipines 512 218 285 155
Benin 270 672 280 434
Bangladesh 150 095 273 535
Ukraine 136 713 243 921
Ghana 110 471 185 567
Togo 154 017 175 442
UAE 402 378 172 539
South Africa 201 441 171 189
Nigeria 384 239 141 368
Taiwan 146 799 129 795
Tanzania 49 493 107 668
Australia 118 104 93 537
Angola 93 543 87 312
Sri Lanka 110 682 61 241
Russia 107 196 59 494
Saudi Arabia 40 406 59 466
Others 1381 007 1027 003
Total 17 993 265 17 575 486

Appendix 1



