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RED II, palm oil and biofuels 

Briefing Paper – November 2017 

 
 

Position on EU policy on biofuels and palm oil 
 

Golden Agri-Resources (GAR) advocates for maintenance of the current cap of seven 
percent of biofuel feedstock from vegetable oils whilst encouraging rapid development of 

advanced biofuels within the ‘Proposal for a directive of the European Parliament and of the Council 

on the Promotion of the Use of Energy from Renewable Sources’. This will help Europe achieve its 
sustainability goals in terms of the decarbonisation of the transport fuel system in particular while also 

continuing to play an influential role in supporting the palm oil industry’s progress towards 100 percent 
sustainable production.  

 

Calls by some in the European Parliament and elsewhere for palm oil to be singled out among biofuel 
inputs and penalised or phased out earlier do not take into account 1) the progress made already by 

the industry compared to other agricultural sectors, 2) the evidence on the efficiency of palm oil as part 
of the biodiesel mix and 3) the unintended consequences of replacing palm oil. It is also likely that such 

action would compromise the EU’s free trade commitments.  

 
GAR supports the European Commission’s position that “palm oil production has to be addressed in a 

balanced manner” which takes into account the opportunities and challenges of palm oil production. i 
GAR advocates a pragmatic approach that does not target one product but concentrates 

on increasing the share of sustainable palm oil and strength of certification schemes. The 
EU should support and incentivise existing sustainability programmes and standards – notably those 

led by national governments, such as ISPO- rather than duplicating efforts. As the Commission has 

noted itself, “developing a single certification scheme may not be feasible nor effective at this stage”. ii 
 

GAR, a leader in sustainable palm oil with a track record on working across the industry from 
smallholders to global consumer businesses, stands ready to support partnership working between 

Europe, national governments and the wider supply chain. A partnership that tackles the issue from 

every angle is the most effective way to meet the mutual goal of sustainable development, while still 
ensuring that the benefits of palm oil and cleaner, greener transport are enjoyed in Europe. 

 
Introducing Golden Agri-Resources (GAR) 

 
GAR is one of the leading palm oil plantation companies with a total planted area of 486,684 hectares 

(including plasma smallholders), located in Indonesia.  

 
As a vertically integrated company GAR works from seed to shelf, producing high quality, responsibly 

grown palm oil products. In Indonesia, its primary activities include cultivating and harvesting of oil 
palm trees; processing of fresh fruit bunch into crude palm oil (CPO) and palm kernel; refining CPO into 

value-added products such as cooking oil, margarine, shortening and biodiesel; as well as 

merchandising palm products throughout the world. It also has operations in China and India including 
a deep-sea port, oilseeds crushing plants, production capabilities for refined edible oil products as well 

as other food products such as noodles. 
 

GAR has contributed data and expertise on palm oil to inform EU policy and remains keen to share 

information and experience, whether within Parliament, the Commission or with Member states. As a 

key player in this global industry, GAR is seeking to contribute its evidence and expertise to the debate, 

seeking a RED II agreement that allows Europe to benefit from palm oil in its biofuel mix while using 

its buying power to further encourage the development of sustainable palm oil industry. 
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Context 

In February 2017, the European Commission published its “Proposal for a Directive of the European 
Parliament and of the Council on the Promotion of the Use of Energy from Renewable Sources”. 

Regarding the use of vegetable-based oils as input materials to biofuel, the proposal made three key 

recommendations: 
 To reduce progressively the use of vegetable-based oils from the current cap of seven to 3.8 

percent by 2030 

 To develop a reduction trajectory in line with investments into advanced biofuel capacity  

 To monitor commodity price changes associated with the use of vegetable-based crops on food 

security    
The proposal is currently being examined by the European Parliament and European Council in advance 

of trilogue negotiations.   

 

As this paper sets out, prematurely reducing the cap on biofuel feedstock from vegetable oils and the 

position taken by some in the European Parliament, of singling out palm oil for phasing out of the 

biofuels mix by 2012, (“Renewable energy: Environment MEPs propose upgraded, nationally binding 

targets”) risks not only setting back the development of the sustainable palm oil industry and negatively 

impacting the millions of smallholders who make up the bulk of the sector, but also EU states’ ability to 

achieve their  RED II de-carbonisation targets. 

 

The advantages and efficiency of palm oil are undeniable 
 Palm oil is the highest yield source of any vegetable oil, a perennial crop with a 25-year lifecycle. 

As acknowledged in the European Parliament’s own initiative report on palm oil, it requires less 

land and smaller amounts of pesticide and fertiliser than other vegetable oil crops iii and in spite 

of its widespread use occupies the smallest area of the four major oil crops worldwideiv.   
 

Palm oil’s role in the energy mix complements the use of other feedstocks as well a driving 

down GHG emissions in its own right 

 Biofuels have an important role to play in the transition from the internal combustion engine to 

low emission vehicles. No technology can decarbonise transport fast enough to meet the EU’s 
ambitions alone. 

 Europe’s high number of diesel cars means that biodiesel – for which palm oil is a feedstock - 

will continue to be needed as a bridge to fully-renewable transportv. Limiting options for 

biodiesels risks letting the perfect be the enemy of the good. Palm oil biofuel is cheaper to 
make and cheaper to refine than any other; removing it from the biofuels mix would likely have 

a significant cost impact on the end user. 
 Palm oil is mainly used in blends with other biofuel feedstocks in Europe. Rather than being 

separated out from other inputs, palm oil should be recognised for the role it plays in enabling 

other fuels – including European-grown biofuels – to be used. Palm oil is embedded in the 
European biofuels industry and supply chain. 

 In terms of direct carbon footprint, of the main vegetable-based oils, only palm oil offers a 

reduction of 50% in emissions compared with dieselvi. Merely following the original proposal to 

reduce the cap on biofuels would result in losing out on the opportunity to reduce carbon 
emissions by 1860 kilo equivalent/tonne by using ISCC certified sustainable palm. Palm 

biodiesel also produces less nitrogen oxide, one of the more carcinogenic pollutants, than other 
feedstocks like canola and soyvii. 

 The palm oil industry also already supports the transition to advanced biofuels with residue 

materials. PFAD (palm fatty acid distillate) is a by-product of physical refining of crude palm oil 

products. In 2017 GAR shipped approximately 8,000 tons of PFAD product per month to the 
EU. The scope for advanced biofuels from palm oil could be extensive.  
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https://drive.google.com/file/d/0B6mA3KtKNEz6OW94SUZrS2dRYVU/view?usp=sharing-REDD%20II
https://drive.google.com/file/d/0B6mA3KtKNEz6OW94SUZrS2dRYVU/view?usp=sharing-REDD%20II
http://www.europarl.europa.eu/news/en/press-room/20171024IPR86742/renewable-energy-environment-meps-propose-upgraded-nationally-binding-targets
http://www.europarl.europa.eu/news/en/press-room/20171024IPR86742/renewable-energy-environment-meps-propose-upgraded-nationally-binding-targets


 
 

Golden Agri-Resources (GAR) Ltd 
108 Pasir Panjang Road, #06-00, Golden Agri Plaza, Singapore 118535 

T: +65 6590 0800 | F: +65 6590 0887 

 goldenagri.com.sg •   sustainability@goldenagri.com.sg 

golden-agri-resources-ltd • @GAR_Sinarmas •   @gar_sinarmas 

 

 

 
There is no potential substitute for palm oil that would not create a greater environmental 
impact 

 Among potential substitute oil crops, rapeseed and sunflower are annuals that require rotation 

and are therefore not able to quickly increase their area, so it is likely that soy would be the 

main beneficiary of any phasing out of palm oilviii. As palm oil’s yield per hectare is five times 

that of soyix, a DG ENVI-commissioned study currently underway has found that land for soy 
oil production would need to expand by 100 million Ha by 2026 in order to completely substitute 

for palm oil production. 
 Any switch to soy would be a significant problem, as DG ENVI’s recent analysis of the impact 

of EU consumption on deforestation found that soybean products currently account for roughly 

82% of deforestation attributed to the import of oil crops into the EU27, compared to palm oil, 
which accounts for 17%x.  

 

Deforestation and palm oil is an issue the industry has recognised and is tackling, phasing 
out palm oil is not a silver bullet for Europe’s deforestation concerns 

 Deforestation is a complex global issue that cannot be attributed to any single product, sector 

or actor. As the DG ENVI report noted, Europe’s meat consumption is a comparable driver of 
global deforestation.  As noted above and in the same study, palm oil accounts for far less 

imported deforestation than a product like soyxi. 

 Within biofuels, palm oil currently accounts for around 13% of the EU’s biodiesel feedstockxii - 

a significant but not overwhelming level – and increased use of vegetable oils by the European 
biofuel sector in recent years is mainly due to increased rapeseed oil use, which forms the 

largest part of European biofuel feedstockxiii.   
 

The evidence – and consensus from NGOs – is clear: furthering work to ensure palm oil 

production is sustainable is the way forward, not blanket rejection of palm oil 

 Studies commissioned by the EU have acknowledged that the majority of Land Use Change 

(LUC) emissions caused by palm oil are caused by peatland oxidation after land conversion and 

note that “If peatland drainage in Indonesia and Malaysia were stopped, the negative 
greenhouse gas impact of land use change would reduce dramatically. This requires an effort 
either from the Indonesian and Malaysian governments, all palm oil using sectors (food, 
personal care products, biofuel) or, best of all, a combination of both. Whether by global action 
to stop unsustainable land conversion, or by local action to stop peatland drainage, our study 
shows that LUC values can be reduced by effective policies.”xiv.  

 As Pat Venditti, senior forest campaigner at Greenpeace has said: “It’s hard to point people 
away from palm oil because, if you look at overall land use, it does have a good yield per 
hectare. We [Greenpeace] are really pushing much more to break the link between palm oil 
and deforestation than for palm oil to be excluded.”xv 

 

Work is underway among national governments, companies like GAR and their customers 

to bring this about, and existing European action ensures that all palm oil used in Europe 

is sustainably sourced 

 Existing rules under RED I, including the International Sustainability and Carbon Certification 

(ISCC), ensure that palm oil used for biofuels in Europe is sustainably sourced. The scheme is 

a multi-stakeholder platform, which ensures the compliance of vegetable oil with EU regulation 
and international standards, such as ILO principles and the conservation of High Carbon Stock- 

and High Conservation Value-areas, including peatland. The ISCC has been recognised by the 
EU as a credible certification system. 
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 Recent years have seen a range of government policies in Indonesia to curb plantation 

expansion and to conserve forest and peat-land areas. Recently issued government policies 

include a moratorium on new palm oil plantation licenses to encourage intensification over 
expansion, a moratorium on any kind of plantation development on peatland and the 

establishment of the Peat Restoration Body, which targets 2.6 million hectares of degraded 

peatland for rehabilitation. 
 GAR has been a pioneer of the sector in relation to forest identification and conservation, 

working with others to pilot, establish and champion the High Carbon Stock Approach, and 

setting aside 72,000 hectares, an area the size of Singapore for conservation as a result. GAR 
has relatively low level of peatland in its estates, has cooperated fully with the Indonesian 

Peatland Restoration Agency, and has already established initiatives like the PT AMNL peatland 
restoration project in West Kalimantan to address the problem of peatland loss, helping to 

rehabilitate some 2600 hectares of conservation area and engaging communities to protect 

peat and fight fires. 
 GAR is also working on reducing emissions at the plantation source, and makes use of methane 

capture facilities to reduce 40 – 55 percent of GHG emissions on site.  

 As cited by Supply Change and Climate Focus’ assessment on Progress on the New York 

Declaration on Forests the palm oil sector has made the most commitments on deforestation 
compared to other agricultural sectors such as pulp and paper, soy and cattle. In March 2017, 

Forest Trends, a conservation organization based in Washington DC, reported that 760 

companies associated with palm oil primarily manufacturers and retailers, have publicly 
committed to reduce deforestation. 

 

Progress can only be achieved with the co-operation of the millions of smallholders who 

make up the industry and to whom oil palm is a lucrative crop. As such, success is not an 

overnight process 

 As the Commission and WWF have noted, palm oil production plays an important role in the 

economies of producing countries and contributes directly and indirectly to lifting people out of 
povertyxvi,xvii. The palm oil industry is dominated by smallholders, for whom oil palm as a crop 

offers significantly higher incomes and employment than other crops such as rubber or ricexviii.  

 However, the reality is that smallholders can be more associated with deforestation as “rather 
than planting oil palm in lieu of their former plantations, farmers prefer extending their 
cultivated land at the expense of forests”.xix Research by FAO has found that “large-scale 
commercial agriculture, which usually dominates exports (e.g. to Europe), account for only 
one-third of deforestation in the region”. 

 For this reason, the input of the private sector is vital in ensuring that smallholders benefit from 

the economic opportunities of palm oil in a sustainable way. Inefficient production is a concern 

because of its negative impact on a farmer’s livelihood which can lead to increased pressure to 
clear more forests for agriculture in the hopes of boosting earnings. Because of these issues, 

GAR, working with the Indonesian Government and other partners, has established an 
innovative finance programme that helps independent smallholders to replant with high quality 

seeds, which could lead them to double or triple their yields on existing plots.  
 Through GAR’s traceability programme, supplier support teams map suppliers large and small, 

providing technical assistance, advice and support in areas as diverse as environmental 

management and legal compliance. At the end of 2015 GAR had already achieved full 

traceability to the mill level and in 2016 set further targets for traceability to the plantation. 
GAR is on track to achieve traceability to plantation for its own mills by the end of 2017 and 

100 percent traceability to plantation for third party supplier mills by 2020.  
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 GAR also supports efficiency through innovation. It recently announced new seeds of Eka1 and 

Eka2, developed in its research centres, SMART Research Institute (SMARTRI) and SMART’s 

Biotechnology Centre. These new seeds can double today’s yields to around 10 ton CPO/Ha 
even in relative dry conditions. 

  
Demand for sustainable palm oil from Europe is vital to ensure that this work continues at 

the same pace and to encourage other countries to adhere to similarly high standards 

 The EU-commissioned COWI report on consumption and deforestation highlights that while 

there is sufficient non-environmentally-sensitive land available to meet projected future 
substantially higher and at major risk through palm-oil expansion, if insufficient incentives are 
provided to avoid plantations on current forestland.”xx While national governments and 
companies such as GAR are working across the supply chain to ensure these incentives are in 

place, demand for sustainable palm oil and the support of international partners such as the 

European Union are essential. 
 EU market demand plays a significant role in driving sustainable palm oil production in key 

producing countries like Indonesia. Under the existing legislation, palm oil can only be imported 

into Europe under strict sustainability criteria. Beyond its own consumption, the EU can also 
use its influence on other major consuming nations to encourage their support of sustainable 

palm oil production. 
 Therefore the EU should continue with its seven percent cap and work in partnership with the 

industry to focus on continuously improving existing certification standards, 1) to raise the 

sustainability performance of the producers of palm- and other vegetable oils, and 2) to expand 

the adoption of sustainability standards to non-certified producers. 
 The EU should apply the same rigorous sustainability and emissions standards to other 

vegetable oils to ensure a fair comparison and to inform policy making. The EU should consider 

a FLEGT-VPA like model currently in use in the timber industry, to ensure that only sustainable 
palm oil is procured for European markets. 

 

For more information, please contact: anita.neville@goldenagri.com.sg  
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