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ABSTRACT

The market trend and consumption of vegetable oils have changed in
the past decades. Focusing on the consumption trend of palm oil moving
from food to non-food consumption and in recent years, the debate on
the health and environmental impact on the oil revised users’ perception.
The aim of this paper is to provide a general overview on vegetable oil
consumption and trends, which focus on palm oil and debate, in the
European Union (EU) and Italy (the second largest importer in Europe
after the Netherlands). This study was conducted by collecting and
analysing data, organic views of market trends can be obtained from a
number of recognised sources, statistics and databases around the world
before 2017. Europe is the core palm oil consumer; the second largest
market for imports. The different oil mix consumption and their end use
destination have been investigated as well as price comparisons between
palm and palm kernel versus coconut oil, showing that palm oil has
been affected in recent years, with a bearish trend with respect to the
increase in the price of coconut oil. The debate on the effects of palm
oil on health and the environment is also addressed and how as some
companies that use palm oil have reacted to the debate, by introducing
on the products’ packaging the “palm oil free” claim or adopting more
and more in their oil mix sustainable palm oil. The findings of the
analysis are that the consumption of palm oil in the EU is more oriented
towards the biodiesel production than food. The approach to the debate
in Italy (in the EU) led some companies to adopt the “Palm Oil Free”
claim on their packages but, where used, the companies bought more
and more Certified Sustainable Palm Oil (CSPO). Such behaviour
suggests getting more CSPO.

Keywords: Palm Oil Debate, Palm oil free, EU Oil consumption, Italy oil
Consumption, EU Oil Mix.
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issues on palm oil and its debate
in Europe and Italy.

Palm Oil has more than 7"
century of history. Nowadays
the consumption of vegetable
oil is constantly increasing.
From 1965 today, the number
of world total vegetable oil for
domestic consumption increased
approximately by 19 times (Figure
1). Keeping our focus on palm
and palm kernel oil alone, the
worldwide consumption looks
very different. In the time frame of
1965 to 2016, the oil consumption
increased with different trends.
The palm kernel oil trend has been
very close to general vegetable
oils, but the palm oil domestic
consumption trend drastically
increased (Figure 2). On the other
hand, coconut oil, during the same
observation period, has slightly
increased (USDA, 2016).

Limiting the observation period
to the past 10 years, we observe that
the vegetable oil consumption has
increased but with a different mix
(Figure 4). Within the 10 years, the
increase of palm oil and rapeseeds
oil (7 and 6 points respectively)
was more than the reduction in
soyabean and coconut oil (8 and
2 points respectively). Palm kernel
oil consumption remains virtually
unchanged (USDA, 2016).

In the variance of the oil mix,
it might be interesting to identify
how the final use has changed in
the same time frame (Figure 5).
The use of vegetable oil in the food
cluster has been reduced compared
to increased fuel consumption. The
major contributors to the increase
were represented by palm oil and
rapeseed oil (FAO, 2017). From
the analysed data, apparently the
trend of vegetable oil consumption
is shared by the half between the
food and non-food use.

The European Union (EU),
according to an estimate, remains
the world’s second-largest
vegetable oil consumer after the
Asian countries, and the second

largest palm oil import and the
largest palm kernel oil import
worldwide (Foreign Agricultural
Service, USDA, 2017).

Focusing on coconut oil, the EU
is the second largest importer after
the US, where, within the EU, main
importers are the Netherlands and
Germany (UN Comtrade, 2017).

Looking at prices, palm, palm
kernel and coconut oil prices have
positive trends, but the coconut
quotes perhaps less sensitive
to palm debate that somehow
has affected the market (Data
Catalogue, 2017a & b).

The palm oil debate has indeed,
amplified from the second decade
of the 21* Century, and both, public
opinion and country governments,
pushing for formalisation of
regulation to re-design the use
of oil itself. The main concerns
being addressed were people health
and deforestation. To sustain the
health topic, the EU introduced
in 2011 obligation, entered in
full force in December 2016, to
provide nutrition information
on prepared food labels; among
others, manufacturers are obliged
to give specific information on the
vegetable origin of refined oils and
fats used in their products. On the
environmental, in December 2015,
some of the European countries
defined and undersigned the
Amsterdam Declaration as the
“Commitment to Support 100%
Sustainable Palm Oil in Europe”. In
June 2017 Italy joined the signing
group. In addition, it is important
to highlight that several motions,
clarifications and resolutions were
presented and discussed in the EU
Parliament. Among others, the
resolution, approved in April 2017,
has the aim to get in the future a
unique certification scheme and to
ban not certified palm oil for (but
not limited to) biofuel production.
Driven by the debate on European
palm oil end user companies
adopted a different approach to
the palm oil claim. On one side,

the claim of “Palm Oil Free” was
printed on the product packages
but the trend for adopting Certified
Sustainable Palm Oil (CSPO)
also increased. Some companies
also joined in the Roundtable of
Sustainable Palm Oil (RSPO).

Pointing to the palm oil
consumption in Italy in the
past years, it might be affected
by the debate on the effects of
palm oil on human health and
environmental impact. A slight
reduction in consumption has
been observed and end-use mix
has been modified. Most of the
oils are used for technical purposes
(79% - bioenergetics, zootechnical,
oleochemical, cosmetic and
pharmaceuticals), but the 21%
in the food industry (Coeweb
ISTAT - Italian National Institute
of Statistics, 2017).

Following the approach of other
European Countries, in 2015, also
Italy established an association, the
Italian Union for Sustainable Palm
Oil (Unione Italiana per I'Olio di
Palma Sostenibile), with the aim
of promoting the sustainable use
of palm oil and to coordinate all
activities to facilitate consumer
knowledge. This association does
not include all the food brands
in Italy, but several brands have
adopted the “Palm Oil Free” claim.

A survey performed on bakery
products in different retail chains
(45 different products of different
brands on retail shelves) shows
that 69% of the examined bakery
products do not contain palm
oil and about 60% of them claim
“Palm Oil Free” on package.

The palm oil debate has not yet
ended. Recently (June 2017) the
ninth space of the Brussels Court of
Appeals gave the right to a famous
chocolate cream brand to counter
Belgian retail chain campaign on
“palm oil”, stating that it was a
deception and rejection of the
famous chocolate cream brand
of the product. From now on,
Europe and Italy will require more

27



OIL PALM INDUSTRY ECONOMIC JOURNAL VOL. 18 (2) SEPTEMBER 2018

certified sustainable palm oil, but
it is expected that the common
certification scheme will be

by habits. In 2016, according to
the United States Department of
Agriculture - Foreign Agricultural

Service, the vegetable oil
consumption in the world gave

Asian region the top step of the
studied, defined and implemented
to avoid different approaches to the

sustainability issue in the coming TABLE 1. TOP 8 VEGETABLE OIL CONSUMERS IN THE EU

years. Country Mn t Share %
Germany 5660 23
MORE THAN 7" CENTURIES g o 2671 12
OF PALM OIL Italy 2783 11
The knowledge and use of vegetable Spain 2530 10
oil were well known in the past. ~ Netherlands 2206 9
Evidence of the use of olive oil was  United Kingdom 1721 7
detected since the Bronze Age in  Beglgium 1644 7
Crete. and mainland Greece (Yannis o oland 1111 4
Hamilakis, 1996). On the other
hand, the prehistoric subsistence
of palm oil was archeologically 000mt
demonstrated in West Africa 200,000
(central Gana) from excavation 180,000
conducted under the auspices 10000
of the Kintampo Archaeological 22222
Research Project — KARP (A. moiooo
Catherine D’Andrea et al., 2006). 20,000
In some Egyptian tombs, a mass 60,000
of several kilograms were found in 40,000
the shape of the vessel containing 20,000
palm oil. Year after year, vegetable
the performance of palm oil has 588585850 285255558 88582288
also benefited. CoooommmTmmmmmmmmmmm AR AR

Nowadays the consumption
of vegetable oil is constantly
increasing. From 1965 until today,
the world’s total vegetable oil for
domestic consumption increased
by about 19 times (Figure 1), but
keeping focus on palm and palm
kernel oil alone, the worldwide
consumption looks very different.
The palm kernel oil has a trend
very close to general vegetable
oil, increased about 18 times
from 1965 to 2016. The palm
oil domestic consumption trend
reached approximately 53 times,
in the same observation period. On
the other hand, coconut oil, within
the same observation period, has
increased its consumption less
than two times (Figure 2).

The world share of the vegetable
oil consumption is somehow
affected by the population and

Source: Foreign Agricultural Service, Official USDA Estimates.

Figure 1. Increased consumption of vegetable oil from 1965 to today.
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Figure 2. Increased consumption of palm oil, palm kernel oil, coconut oil from 196
to today.
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Source: United States Department of Agriculture - Foreign Agricultural Service Domestic

consumption.
Figure 3. Vegetable oil consumption 2016 in the world.
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Figure 4. Oil mix 2006 (top picture) — 2016 domestic consumption (bottom
picture).

podium, but Europe got the
second one (Figure 3) (Table 1).
Of the total 27 000 000 metric
tonnes consumed in the EU, more
than 80% are concentrated in
eight countries only (European
Vegetable Oil and Protein meal
Industry - FEDIOL 2015). For
each EU country, the oil source is
different, for example, in Spain;
there are more than 67% and 27%
consumed olive oil and sunflowers
oil, respectively, for food use.

In the past 30 years, the
vegetable oil consumption has
increased but the mix of vegetable
oil has changed slightly over the
last 10 years. Palm oil and rapeseed
oil have increased by 7% and 6%,
respectively, mainly due to the
bio-diesel refinery expansion.
Within the same timeframe, olive
oil decreased by 3% with respect
to an increase of 2% of sunflower
oil, for food use. Soyabean and
coconut oil were reduced by 8%
and 2%, respectively, whereas palm
kernel oil consumption remained
virtually unchanged during the
period (Figure 4).

In 2006, the dominant use
of vegetable oil was 65% in the
food sector, the energy (biodiesel)
only taking 25%. Now, the biofuel
use increased by 16%, reaching
41% of the total vegetable oil
consumption. The food uses have
decreased to 53% with respect to
65% registered 10 years ago, with
a reduction of 12% (Figure 5).

The use of vegetable oil in the
food cluster has been reduced
as compared to the increase in
fuel industry use and the major
contributor to the increase was
represented by palm oil and
rapeseed oil (OECD/FAO, 2017).

In the EU, the feedstock used
for biodiesel (limiting the overview
only to main vegetable oil sources)
gave an increasing trend of palm
oil to the reduction of rapeseed oil
consumption. Whereas soyabean
and sunflower oil remain almost
unchanged (Figure 6).
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Figure 5. The EU-27 vegetable oil end-use split.
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Figure 6. The EU-vegetable oil end-use split for biodiesel.
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TRENDS, CONSUMPTION
AND PRICES OF PALM AND
COCONUT OILS

The EU is the second largest palm
oil and the first world’s palm kernel
oil worldwide importer (FAS,
USDA, 2017). The Netherlands
and Italy from the EU were the
largest importers of 32% and 22%
respectively, of the total imported
oil (UN Comtrade, 2016). However,
comparing data for 2014 and 2016,
the figures show that Italian import
slightly decreased (approximately
7% less). The increased imports
for Germany and Spain were
registered, with import shares
of 14% and 16%, respectively.
Netherlands import comparing
2014 and 2015 data remains stable
(Table 2).

The EU is the second largest
importer of coconut oil after the
US; the main importers of the EU
are the Netherlands (27%) and
Germany (16%). Germany, in 2016
has reduced its import demand
respect to the previous years
(UN Comtrade, 2017) (Table 2).
Compared with the Netherlands
and Germany, the imported
coconut oil in the other EU
reference countries was negligible.
The import contributions from the
United Kingdom, Spain and Italy
were about the 6%. In 2016, the
coconut oil import in Germany was
reduced by 49% (UN Comtrade,
2017).

Price trends for palm oil and
palm kernel oil were similar until
the end of 2012, but starting
from 2012, the palm oil and palm
kernel oil registered a different
prices shape trend. In 20 years, the
palm kernel oil registered a price
increase of 54%, whereas the palm
oil only gained 23% (Figure 7).

In the same time frame, prices
survey on coconut oil shows a
trend that was very close to the
palm kernel oil (Figure 8) but
during this period, the coconut oil
registered a 140% price increase
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Figure 7. Palm oil and palm kernel oil price trends.

US$ per mt
2500
2000
1500
1000
500
0
N © 0 O ©O = = = O I ¥ BV © N~ NN 0O 0O O O ™~ N MO M I 1 © ©
3298822388928 8923I88T 155 %1551
2 a = 2 0 2 QA N 2 2 8 8§ 9 28 Q&2 2&8QQ0 288429 2
st 298829z 2g382938293282 3582
= Ee < = 2= 2 = 2= < =
Source: World Bank Quotes Data.
Figure 8. Coconut oil prices trends.
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Figure 9. The EU palm and kernel oil consumption.

(1997-2017).

Taking a snapshot of the price
trends in the past 20 years, palm
and palm kernel oil prices have a
positive trend, but, in the opinion
of author, their quotes were more
sensitive to palm debate, compared
with the coconut oil.

Palm oil consumption trend and
its price have increased in recent
years. Focusing on the EU, the
palm oil consumption increased by
five times in 1990-2016, whereas
the palm kernel oil consumption
increased by less than 1.5 times
(Figure 9). Data shows that the
palm oil consumption almost
doubled during the period 2000-
2010 and has increased by 23%
from 2010 to 2016.

Food and biofuel remain as
the main end-use consumers
(FEDIOL, 2016 and - FAS, USDA,
2017). Comparing the 2010 end
use split to 2016, it becomes clear
how the palm oil end use scenario
has changed. In 2010, 56% of the
imported palm oil was used for
meal; only 8% was used in the
biofuel industry (FEDIOL, 2016).
Today, the scenario has changed,
only 47% flow to food application
and the 50% goes to energy and
biofuel industries (Figure 10).

HEALTH & SUSTAINABILITY,
THE EU POLICY

From the second decade of the
21% Century, the palm oil debate
has been amplified and the
market might be affected by bad
reputation campaigns. Several
surveys conducted in the EU
provided the similar results. The
outcome of the TNS survey, the
perception of palm oil effect on
human health remained stable
almost everywhere in Continental
Europe, but palm oil had the worst
reputation in France, Italy, Belgium
and Germany (Laurent Cremona,
2016).

As farasimpact on human health
perceptions, the environmental
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impacts also remain stable. France,
Italy, Belgium and Germany show
the worst environmental impact
perceptions in the Continental
Europe countries. By shortening
and summarising the survey
results, the main concerns are
addressed to human health and
deforestation. Due to the debate
and strengthening of the media in
both the public opinion and the
state government, it is encouraged
to formalise the regulation to re-
design the use of the oil itself. The
EU addressed several clarifications
and motions to experts to focus
on palm oil health issues and
sustainability issues.

On 18 March 2014, leading
experts exchanged the facts
and views on members of the
European Parliament (MEPs)
about the sustainability and
nutritional aspects of palm oil.
Prof Hornstra stressed that based
on scientific insights of palm oil,
as an ingredient, was neither bad
nor good, and total replacement of
saturated fats is impossible because
of the structural properties of some
products in our diet. Mr Adam
Harrison of the WWF stated, “The
problem is not palm oil itself, but
where and how it is produced.
Replacing palm oil with other oil
crop production may prove more
harmful and is not a solution”.

On the 29 September 2016,
the members of the Committee on
the Environment, Public Health
and Food Safety (ENVI) in the
European Parliament adopted a
motion for a resolution to install
legislative measures concerning
trans-fatty acids. In this resolution,
the Commission ENVI, among
others, calls on the European
Commission to propose mandatory
limits on industrial TFAs and
reduce their intake in all population
groups as soon as possible.

The EU regulation No
1169/2011 entered into force on
December 2014 for the provision
of food information to consumers.
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The obligation to provide nutrition
information is effective from 13
December 2016. Among others
requirement, there is a need to
provide “specific information on
the vegetable origin of refined oils
and fats”.

On environmental topics,
several motions, clarifications and
resolutions have been presented
and discussed in the EU Parliament.

On September 2015 the
European Parliament and the
Council approved the Directive

100% —

(EU) 2015/1513 oriented to
reduce/limit the use of current
feedstock (sugar, oil crops, etc.)
towards new sources, to promote
sustainable biofuel. The directive
was not addressed specifically for
palm oil but somehow addressed
the palm oil sustainability in the
biofuel production.

The Motion for a European
Parliament Resolution on Palm
oil and deforestation of rainforests
[2016/2222(INI)], focused on EU
Commission and the EU Member
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Figure 10. The EU palm oil end-use split.
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Figure 11. EU countries part of Amsterdam Declaration (left: green — orange,
considering to sign), EU countries with national Initiative (right: green — orange,

considering to set up one).
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Figure 12. WWF interview - Buyers Scorecard Europe-2016 - EU companies
clusters.
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Figure 13. WWEF interview - Buyers Scorecard Europe-2016 - EU companies RSPO
members grouped by clusters (left bar), EU companies returning the questionnaire

(right bar).

States to take a position on the
sustainability and palm oil used
in EU. Such a motion asked,
“to create, as a supplementary
element of voluntary partnership
agreements, follow-up legislation
on such agreements with regard to
palm oil along the lines of the EU
Timber Regulation”.

In April 2017, the MEPs voted
for a resolution to be introduced
in the EU, by 2020, a single
certification scheme for palm oil
entering the EU market and phase
out the use of vegetable oils that
drive deforestation. The aim of

the new certification scheme shall
be to supersede the weakness of
various voluntary certification
schemes, that are open to criticism,
confusing to the consumers, and to
improve traceability of palm oil
imported into the EU.

In the second decade of the
third millennium, several actions
were implemented throughout
Europe, to promote sustainable
palm oil. Roundtable on
Sustainable Palm Oil (RSPO) was
formally established in 2004, it is
a non-profit organisation with the
aim to develop and support the

implementation of standards for
sustainable palm oil. The RSPO
has developed a set of criteria
(environmental and social) that
companies must comply to claim
their production as a Certified
Sustainable Palm Oil (CSPO).
In 2015, the Dutch Oils and
Fats Industry (IDH and MVO)
established the European
Sustainable Palm Oil (ESPO)
project. The project was initiated
to stimulate the uptake of more
sustainable palm oil in Europe, and
its objective was to achieve ‘100%
sustainable palm oil in Europe by
2020'. Eleven organisations signed
and supported this commitment.
On the 7 December 2015, the
governments of some key EU
countries (Denmark, France,
Germany, Netherlands, Norway
and United Kingdom) declared
their support towards the project
by signing the Amsterdam Palm
Oil Declaration during the EU
and Global Value Chains’ high-
level conference. In June 2017,
the Italian government signed the
Amsterdam Palm Oil Declaration
as well (Figure 11).

To evaluate the state of the art
of the CSPO spread, the World
Wide Fund for Nature conducted
a new interview to check the
state of the art on the sustainable
palm oil use (WWE 2016). From
137 retailers, manufacturers and
food service companies in this
survey, 80 European Companies
were asked to respond to the
survey. The European companies
mix includes 41 manufacturers
(users), 35 retailers and 4 food
service companies (Figure 12).
All companies (the 80s European
Companies as well) were required
toreturn an interview questionnaire
on the palm oil supply. 60 of them
returned questionnaires and 64
out of 80 were RSPO members
(Figure 13). More than 50% of the
replying European companies use
more than the 75% of CSPO in
their oil mixes (Figure 14).
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ITALY AND THE PALM OIL
DEBATE

Following the approach of other
European Countries in 2015, Italy
also established an association,
the Ttalian Union for Sustainable
Palm Oil (Unione Italiana per
I'Olio di Palma Sostenibile, 2017),
with the aim to promote the use
of sustainable palm oil and to
coordinate all activities to facilitate
consumer knowledge.

The association members
undertook the commitment to
use only RSPO certified palm oil
by 2016 and, by 2020, to adopt
its own certifying criteria (more
stringent than RSPO). The driving
criteria can be summarised as
follow:

e Oil with known and traceable
origins;

* Produced without converting
forests and respecting
ecosystems with high
conservation value;

e Produced with cultivated
practices that respect high-
carbon forests;

e Produced with agricultural
practices to preserve the raised
bogs;

* Not coming from burned
destroyed forests converted
into plantations, areas that
protect the rights of workers,
peoples and local communities,
respecting the principle of free,
informed consent;

e Which promotes the
development of small
independent producers.

The palm oil consumption in
Italy has been reduced in the recent
years, probably due to the debate
on the effect of palm oil on human
health and environmental impact.
For palm oil (13% reduction),
a reduction in imports has been
observed from 1.762 million
tonnes registered in 2014 to 1.521
million tonnes registered in 2016,

34

but an increase in imports for palm
kernel oil has been registered at the
same time (33% increase) Table 3.
Most of the palm oil is used for
technical purposes. 79% of the
oils are used in bioenergetics, zoo-
technical, oleochemical, cosmetic
and pharmaceuticals areas, only
the 21% in the food industry
(Figure 15).

Given the oil palm debate
strengthened, several brands
have adopted the claim “Palm Oil

Caz

Free” on their food packages. A
survey performed by the author
on bakery products at different
retail chains (45 different products
from different brands in retail
shelves) showed that the 69% of
the examined bakery products did
not contain palm oil and about
60% of them claim “Palm Oil
Free” on the packages (Figure 16).
Generally, sunflower oil, corn oil,
cocoa butter or coconut oil have
replaced palm oil.

2015 2016

Source: Data source Palm Oil Buyers Scorecard. Published in September 2016 by WWE

aggregated and selected by the author.

Figure 14. WWF interview - Buyers Scorecard Europe-2016 - companies No. vs
CSPO (%) on total palm oil used.

Source: Coeweb ISTAT, 2017.

Food - 21%

Figure 15. Palm oil end-use in Italy.
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ND 2%

No Claim 42%

Source: Author survey June 2017.

PO Free 69%

Figure 16. Palm oil claim on packages.

CONCLUSION

The European and Italian market
trends are almost in line with
others. The purpose of using palm
oil is shared day by day, mainly
between food and non-food use,
but the author expects that the
technical use of the commodity
will have a major weight in the
future.

From now on until 2020,
Europe and Italy will require more
and more Certified Sustainable
Palm Oil. However, it is expected
that a common certification
scheme will be studied, defined
and implemented to avoid different
approaches to the sustainability
issue in the coming years.

The palm oil debate has not yet
ended but recently (June 2017)
the ninth chamber of the Brussels

Court of Appeal, gave rights to a
well-known chocolate cream brand
to against a Belgian retailer chain’s
campaign on “palm oil”, stating
it was denigrator and deceitful to
the famous chocolate cream brand
product.
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