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Abstrak 

Pohon kelapa sawit berasal dari Afrika Barat dan diperkenalkan ke Malaysia pada awal tahun 1870 oleh seorang pria 

Inggris. Pada tahun 1917, seorang Prancis bernama Henry Fouconnier menjadi orang pertama yang menanam kelapa 

sawit secara komersial di Tennamaram, Selangor. Produksi kelapa sawit sejak saat itu telah menjadi pilar penting dalam 

pembangunan sosial ekonomi Malaysia. Kelapa sawit menjadi salah satu sumber pendapatan utama negara, mendorong 

pertumbuhan ekonomi, menghasilkan pendapatan, dan mengurangi kemiskinan. Makalah ini mengeksplorasi peran penting 

industri kelapa sawit dalam lanskap sosial ekonomi Malaysia, meskipun terdapat tantangan seperti keterbatasan lahan 

untuk ekspansi. Penelitian ini menggunakan pendekatan kualitatif, dengan menganalisis dokumen dan wawancara semi-

terstruktur untuk mengumpulkan data. Analisis tematik induktif dilakukan dengan bantuan perangkat lunak Atlas.ti untuk 

menganalisis data. Temuan penelitian ini menunjukkan kontribusi signifikan industri kelapa sawit, antara lain menyediakan 

makanan untuk konsumsi manusia, menciptakan lapangan pekerjaan, menghasilkan pendapatan bagi petani, memasok 

bahan baku untuk industri, mengurangi kemiskinan, meningkatkan standar hidup, mendukung sektor energi terbarukan, dan 

berkontribusi terhadap pertumbuhan ekonomi. Kesimpulannya, industri kelapa sawit memainkan peran vital dalam 

pembangunan sosial ekonomi Malaysia. Temuan ini juga menekankan pentingnya memasukkan kontribusi industri ini dalam 

kurikulum pendidikan untuk membangun pemahaman yang komprehensif tentang praktik ekonomi yang berkelanjutan.  

Kata kunci: Sosial Ekonomi, Kelapa Sawit, Industri Kelapa Sawit, Peran 

 

Abstract 

The oil palm tree originates from West Africa and was introduced to Malaysia in the early 1870s by a British individual. In 

1917, a Frenchman named Henry Fouconnier became the first to plant oil palm commercially in Tennamaram, Selangor. The 

production of palm oil has since become a cornerstone of Malaysia's socioeconomic development. It serves as one of the 

nation’s primary income sources, driving economic growth, generating revenue, and alleviating poverty. This paper explores 

the pivotal role of the palm oil industry in Malaysia’s socioeconomic landscape, despite challenges such as limited land for 

expansion. The study employs a qualitative approach, utilizing document analysis and semi-structured interviews for data 

collection. Inductive thematic analysis was conducted using Atlas.ti to analyze the data. The findings highlight the 

significant contributions of the palm oil industry, including providing food for human consumption, creating employment 

opportunities, generating income for farmers, supplying raw materials for industries, alleviating poverty, enhancing living 

standards, supporting renewable energy sectors, and contributing to economic growth. In conclusion, the palm oil industry 

plays a vital role in Malaysia's socioeconomic development. These findings underscore the importance of incorporating such 

industrial contributions into educational curricula to foster a comprehensive understanding of sustainable economic 

practices.  
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1. INTRODUCTION 

Malaysia achieved a significant economic development based on Mahathir foreign 

policy from 1981 to 2003. It gained global recognition due to certain changes on its economic 

contributing factors. This made Malaysia more economic sound and prominent than before 

Mahathir period (Jie & Jiahui, 2023; Kehinde et al., 2016). Palm oil is a crop found from 

agricultural sector in Malaysia with the highest value. This valuable crop as well as its palm-

based products accounted for eight percent (8%) of GNI per capita. It is ranked as fourth 

major contributing sector to Malaysian national economy. In 2011, its exports annually 

reached a USD 27 billion. Private sector mainly controls the palm oil industry towards 
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activities of upstream which is related to plantations and mills (Kunyanti et al., 2021; 

Muchlis & Nurcholis, 2018). In Malaysia, the palm oil industry became part of the twelve 

national key economic areas (NKEA) of Economic Transformation Program designed to 

make Malaysia by 2020 a country with high income. The government plans on growth are 

mainly on productivity gains, to reduce the yield gaps between the plantations with high 

performance and the smallholders, as well as large companies involved in the activities of 

downstream, which included processing of foods, bio-diesel and oleo chemicals (Manzoor et 

al., 2019; Mogas et al., 2022). Technological advancement contributes a lot and enhances 

sustainable practices in industries. It assists in consuming energy efficiently, and it regulates 

emissions which pollute the environment (Besson et al., 2021; Zaman, 2014).  

In December 2013, the areas planted with oil palm was matured to 5.2 million ha. The 

areas with the largest plantations were located in Sabah with 1.5 million ha and Sarawak with 

1.2 million ha. The 2.6 million ha was recorded from 11 states of peninsula Malaysia, private 

owners are from Johor with 0.73 million ha and Pahang with 0.71 million ha (Ginoga et al., 

2019; Tohiran et al., 2023). The two aforementioned states attached with Perak planted 70% 

of the oil palm areas in Peninsula Malaysia. The expansion of plantations is possibly 

restricted to 1.3 million ha, of which 1 million ha was situated in Sarawak. Oil palm occupied 

71% of the total agricultural land in Malaysia and 90% is in Sabah (Febrian & Yuza, 2023; 

Muchlis & Nurcholis, 2018). The main purpose of this paper is to explore the palm oil 

industry role in the socio-economy of Malaysia. 

The private plantation controls 62%, state scheme 60%, federal government land 

settlement scheme controls 18%, and independent smallholders 14% (MPOB, 2014). In 2007 

in Sabah, the private estates owned 74% of oil palm land, which largely exceeded the 

national average (Alam et al., 2020; Tolppanen et al., 2023). However, in 2007 independent 

smallholders increased their plantation in the overall land proportion from 11% to above, 

while there are some signals of decline indicated in that of government schemes. Previous 

study exposed the situation in which Guthries and Sime Darby were British plantation and 

trading companies, were ‘Malaysianized’ in 1970s (Corsini & Giannelli, 2021). Sime Darby 

is the largest plantation company whereby the Federal government owned significant share, 

together with Tabung Haji Plantations Berhad (THP) as a Government-Linked Company 

(GLC) which is regarded as “almost untouchable” (Ritonga, 2021; Simnica, 2021).  

Palm oil became a vital source for sustainable and renewable energy, this made it 

different from other vegetable oils. Since 1996 Malaysia started using biodiesel and 

substituted diesel (Foteinis et al., 2020; Wong et al., 2020). In Malaysia, in recent time there 

is a shortage of land which caused some companies relocated to other countries. Such 

companies are: Sime Darby which expanded to Liberia to look for lands, while Wilmar has 

interests in oil palm plantations in African countries which included Cross River State, 

Nigeria, Gabon, Ghana, Ivory Coast and Uganda.  

In Latin America, Singapore-based American Dennis Melka, with big plantation in 

Sarawak, established his foothold of oil palm in some areas of the Peruvian Amazon, while 

Felda Global Ventures purchased a land in Pará state, Brazil. In Europe, IOI established 

downstream processing plants, while other companies have interests in opening chemical 

plants and refineries in China and India. Malaysia companies owned 25% of Indonesian oil 

palm plantations in 2009 (Amusan et al., 2005; Hosseinzadeh-Bandbafha et al., 2022). This 

paper tries to bridge the gap and add to the body of knowledge by exploring the palm oil 

industry role in the socio-economy of Malaysia. This paper objective explores the palm oil 

industry role in the socio-economy of Malaysia, regardless of land limitation on expansion of 

oil palm. 
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2. METHODS  

Research is conducted in general for developing the proper assertions to explain a 

particular situation. This research methodology explains how the data is collected and 

analyzed. This research is a qualitative exploratory design. Qualitative research uses 

exploratory and realistic approach to investigate the nature and analyze the data in a 

systematic method (Meixner & Hathcoat, 2019). This study employs document analysis to 

clearly explore, analyse and conclude. This paper used primary and secondary data. The 

primary data were collected from interview, and the secondary data were collected from 

documents such as; books, journals, dissertations, newspapers, magazines, seminar papers, 

and articles. The primary data were based on semi-structured interview. The interview was 

based on face-to-face. Three participants from Malaysia were interviewed face-to-face. The 

research is based on non-probability (purposive sampling). This research applies inductive 

thematic analysis for analyzing the interview data. The data were analyzed and critically 

interpreted. The analysis data steps include: data editing, data coding, and data entry. This 

research used Atlas.ti software used by a researcher to analyze qualitative research, organize, 

manage and code a qualitative data efficiently. 

 

3. RESULTS AND DISCUSSION  

Results 

This research paper used semi-structured interview to explore the role of palm oil 

industry in the socio-economy of Malaysia, there are three educated participants based on 

profession. Their ages ranged from 40 to 50 years. The first participant is Master’s degree 

holder and Deputy Director-General Services, Malaysian Palm Oil Board (MPOB), Ministry 

of Primary Industry. The second is a Master’s holder and Director, PROFES LIPID SDN 

BHD, Malaysia. And the third participant is a lecturer and PhD holder from University of 

Sultan Zainal Abidin, Terengganu, Malaysia. This is selected based on the participants’ 

knowledge and will of participating in this research paper. The role of palm oil industry on 

the socio-economy of malaysia is show in Figure 1. 

 

 

Figure 1. The Role of Palm Oil Industry on the Socio-economy of Malaysia 

 

In Figure 1, the first participant stated, palm oil industry plays a vital role in Malaysia 

through the use of FELDA, and it gives land to landless people to farm in order to bring them 

out of poverty, it brings development throughout the country. The participant two said that, 
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palm oil industry is one of the most crucial part, it generates a lot of income, and it raises a 

lot of family in Malaysia. And the participant three said, palm oil industry plays a vital role in 

the socio-economy of Malaysia, and it employs people. All the three participants confirmed 

that, palm oil industry plays vital roles in the socio-economy of Malaysia ranging from 

employment, generating income, raising a lot of family to a better standard of living, 

eradicating poverty, contributing to socio-economic development of Malaysia as well as food 

security for human consumption. 

 

Discussion 

Socio-Economy of Malaysia 

The Malaysian socio-economic history among developing countries is very 

marvelous, due to its sustainable development stage by stage with good innovation, 

technological advancement, policy formulation and implementation. These made it unique 

and globally recognized as a peaceful country. In 1957, Malaysia obtained its Independence 

from Britain, it was considered as primary commodity-based economy, which heavily 

depended on rubber and tin, it contributed to almost seventy per cent (70%) of total earnings 

from the export (Abdinoor, 2020; Mitter et al., 2020). Malaysia has been recognized due to 

its economic record as one of the Asian best countries . This growth reached to peak in 1980s 

and 1990s with annual growth of 8% which the Malaysian economy experienced. In 2006, 

the economy faced a little decline as a slide difference if compared to the previous year of 

2005, whereby in 2006 the GDP grew at 5.9% (Lim, 2020; Sułkowski et al., 2021). However, 

under as the long serving prime minister with good political atmosphere, Malaysia achieved a 

conducive economic growth with different economic policies adopted since independence.  

As the U.S.D.S (2007) exposed the polices implemented by the Malaysia, these 

included the formation of New Economic Policy (NEP) in 1970, with the goals of eradicating 

poverty regardless of human race or structure of the society, and to abolish race identity 

attached to economic activities (Burki et al., 2021; Hill, 2021). NEP creation solved problems 

of regional and ethnic differences and confirmed national unity. Malaysia in 1990 improved 

NEP through the mission of strategic planning to accomplish economic goals, social 

transformation, to reduce the poverty incidence and to confirm life quality. The policy was to 

make Malaysia a developed country in 2020. These national plans diversified and 

transformed Malaysian economy especially in 1980s, and achieved a major structural 

transformation in manufacturing sector (Urwick, 2022; Uwizeye et al., 2022). 

 

Oil Palm and Palm Oil 

Oil palm plays a vital role in the socio-economy of Malaysia which included food 

production for human consumption, employing people, generating income to farmers and 

government, raw materials for industrial uses. This oil palm is a crop called monocious which 

has been categorized into 2 group of male and female (Ginoga et al., 2019; Tohiran et al., 

2023). Oil palm trees used to start yielding fruits when it reached twenty-four (24) to thirty 

(30) months after planted and stay productive up to the next twenty (20) to thirty (30) years 

(Medeiros et al., 2023; Tohiran et al., 2023). Palm oil is extracted from oil palm, it is 

vegetable oil, and consumed in food and applied in non-food uses. Palm oil is exactly vitamin 

E which is tocotrienols and is rich in carotenoids. Oil palm products are used in many 

applications which included biomass products such as fibre boards and plywood are being 

produced from oil palm trucks, wastes of oil palm are produced as fertilizers and animal feed 

(Ginoga et al., 2019; Tohiran et al., 2023).  

 

 

 



Shehu 

  647 

Food and Non-Food Application of Palm Oil 

Palm olein and refined palm oil are being applied in food cooking, and at frying 

temperature it resists to oxidation. In food industries, refined palm oil, palm olein and palm 

stearin are the key ingredients applied in the food production of margarine and fats. Palm 

stearin is a full component of natural hard fat for margarine production. Vanaspati is a 

vegetable ghee made from refined palm oil. Palm olein is perfectly blended with other 

vegetable oils such as groundnut oil and rice bran (Ginoga et al., 2019; Tohiran et al., 2023). 

Palm kernel stearin, palm kernel olein and Palm kernel oil are applied in margarine 

ingredients and non-hydrogenated trans-fat free margerine, coffee whitener confectioneries, 

filled milk, coating fats and biscuit cream. The expensive cocoa butter is substituted with 

Palm kernel stearin. The milk fats in the ice cream production, is replaced with palm oil and 

palm kernel oil combination (Hosseinzadeh-Bandbafha et al., 2022; Sritabutra et al., 2011). 

Palm oil application in non-food segment are largely in the biofuel production and 

oleo chemical industry. Palm oil produces, especially palm kernel oil in the oleo chemical 

industry became the major feed stocks. The basic oleo chemical produces are fatty acids, 

alcohols, esters, glycerol and nitrogen compounds. Oleo chemical produces are applied in the 

manufacturing of other products such as pharmaceutical, candles, cosmetics, detergents, 

soaps, antifreeze and lubricants (Anggraini et al., 2017; Foteinis et al., 2020). Palm oil can 

also be used to produce soaps directly. Fatty acids are used in the production of candles and 

soaps, the flavour and fragrance industries, the manufacture of cosmetic products and as 

processing aids for rubber products. Fatty esters are used in the pure soap production and for 

washing and cleaning products serve as active ingredients. Diesel fuel is substituted with 

palm-based methyl esters for engines and vehicles (Foteinis et al., 2020; Hosseinzadeh-

Bandbafha et al., 2022). Fatty alcohols are applied in the production of washing and cleaning 

products. Fatty nitrogen compounds are used in rust prevention products and in producing 

softeners. Glycerol are used as solvent for pharmaceutical products, stabilizers, humectants in 

cosmetics and tobacco, lubricants and antifreeze. 

 

Palm Oil Industry in Malaysia  

Oil palm tree originally came from West Africa and was grown and cultivated for 

hundreds of years in West Africa. Britain took it to Malaysia in 1870s as plant for ornament. 

A French man firstly planted it in commercial quantity in 1917 at Tennamaram Estate. There 

was a considerable increase in oil palm cultivation in the early 1960s, due to government 

programme which diversified agriculture and improved the oil palm plantation for reducing 

dependence of the economy on natural tin and rubber (Asad et al., 2019; Xu et al., 2018). The 

government purposely came up with a scheme of land settlement for the cultivation of oil 

palm, this was to eradicate poverty among the landless and poor communities. FELDA in 

1961 in such scheme, began to cultivate oil palm on 375 hectares. The plantations were 

mostly meant for smallholder schemes and estate management system. Malaysia surpassed 

Nigeria in 1966 as the main exporter of palm oil globally (Gonzaga et al., 2020; 

Hosseinzadeh-Bandbafha et al., 2022). 

Palm oil industry expansion began in 1970s in Sarawak and Sabah with large scale 

plantation. Malaysia has been transformed from the exporter of CPO into stage of refined 

products producing and exporting country (History of the Malaysian palm oil industry, n.d.). 

During 1980s, the government adopted a policy to malaysianize the largest three plantation 

companies which included Harrison, Guthrie and Cross-field (which later was named Golden 

Hope Plantations) and Sime Darby. European planters formed these companies from 19th to 

20th centuries. First Industrial Master Plan (IMP) was introduced from 1986 to 1995, it put 

much emphasis to rationalize refining and fractionation for global competition. As a result of 

this, Malaysia became downstream processing centre (Mande & Diokno, 2023; Sutiman et 
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al., 2022). Malaysian companies were stimulated to produce and develop more value added 

downstream produces under the second IMP (1996-2005). This industry was focused to give 

much of its effort on oleo chemicals, biomass, biodiesel, biogas and explore market for palm 

oil under the third IMP (2006-2020). Palm oil was carefully chosen under the economic 

transformation programme (ETP) (2011-2020), to be among the 12 national key economic 

area.  

 

Food for Human Consumption and Employment  

The oil palm fruit yields the most important oil manufactured worldwide as vegetable 

oil, generating nearly sixty percent of global vegetable oil trade, and occupied one third of 

vegetable oil consumption. Palm oil is extracted from oil palm and is used worldwide in 

making numerous goods which included sweets, margarine, baked goods, detergents and 

cosmetics. Almost seventy-four percent of palm oil globally is used in making consumable 

goods, and twenty-four percent is used in industries (Handrianto et al., 2021; Muchlis & 

Nurcholis, 2018). From 1990 to date, due to high demand of palm oil in the EU, China, and 

India, the palm oil production has extended globally by around 43%.  

Palm oil is imperative and highly multipurpose commodity, it is obtained in the 

majority of goods which were packaged in shopping centres, supermarkets, mall, markets etc. 

The products are ice cream, cooking oil, chocolates, margarine, cookies, soaps, detergents, 

cosmetics etc., and other products which included KitKat, Flora, Dove and Persil contained 

palm oil as part of their ingredients (Rieckhof & Guenther, 2018; Sudarto et al., 2023). The 

oil palm is a tree which originated from tropical forest of west Africa, over many decades, it 

has been gradually becoming a key of economic growth for developing economies. It is the 

most significant vegetable oil in terms of production, supply to global markets, and use in 

industries. Initially, it is applied in food and non-food uses, but now it is developed for 

biofuel, biogas, and biodiesel (D’amore et al., 2022; Rezzoug et al., 2019). 

The palm oil industry contributes a lots to socio-economy of Malaysia such as: job 

opportunities, poverty eradication, income to farmers, good living and working condition. 

The industry employs five employees per hectare. There are 590,000 direct employees 

working under this industry in Malaysia which includes various Indonesian labourers, and the 

smallholders account for thirty-five percent of the manufacture. The palm oil industry in 

Indonesia employed 3.7 million workers working in downstream and the smallholders 

manufacture forty percent (Asad et al., 2019; Tohiran et al., 2023).  

 

Income to Farmers and Raw Materials for Industries  

Smallholders benefit significantly from oil palm production globally, as a result of its 

higher yields from its common products, labour and lands. The plantation of oil palm may 

serve as a choice for investment to farmers. This helps farmers not to destroy forest for 

pasture to feed their cattle, but to invest and benefit more dividend from the plantation 

(Alighiri et al., 2017; Hosseinzadeh-Bandbafha et al., 2022). Larger oil palm areas (4 ha) in 

Malaysia, yield fully and generates income of over 2.5 times more than minimum wages. In 

2008 from oil palm plantation, the smallholders that were settled, manage and earn RM1386 

as monthly income regardless of other incomes which were not included. This income 

exceeded RM529 as the line of national poverty (’Iffah et al., 2023; Kamara & Dadhabai, 

2022). 

Palm oil is very profitable and suitable for biodiesel and biofuel globally. It is among 

the most yielding and productive oil. The oil palm is able to provide ten percent of the entire 

dry biomass manufactured, while the 90% which remained may be used to produce biofuel. 

The biodiesel manufacturing from oil palm has been growing, predominantly in Latin 

America and Africa (Foteinis et al., 2020; Wong et al., 2020). As part of its main role, this 
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industry became a promoter of palm-based industries such as manufacturing of special fats, 

cocoa butter substitutes, oleo-chemicals, household detergents, soaps, nutraceuticals and 

extra in recent times as a feedstock for bio-energy. Sime Darby Berhad is the major palm-

based biofuel producer in Malaysia and Netherland with production capacity of 290,000 

tonnes annually (Dauer et al., 2021; Haj Kacem et al., 2018). 

 

Poverty Alleviation and Rising Standard of Living   

The price booming of palm oil commodity recently flooded, palm oil is aiding 

millions of people in Malaysia and Indonesia to move out from poverty, and assisting 

thousands of middle class in Indonesia in 2009 (Febrian & Yuza, 2023; Ginoga et al., 2019). 

According to previous study Malaysia government launched a new policy of land 

enlargement system called ‘New Concept’. This policy was meant to grow oil palm 

plantation on land of ‘Native Customary Rights’ (NCR). In Sarawak, NCR lands were 

developed and expanded for oil palm plantation through the use of this investment (Febrian 

& Yuza, 2023; Muchlis & Nurcholis, 2018). 

Palm oil is a vegetable oil extracted from the oil palm fruits. This oil palm became a 

foremost crop globally which originated from west Africa. Its products are applied in food 

consumption and other non-food use. The goods are advertised as favorable for making 

biofuel. Most of the oil palm production takes place in tropical areas of developing countries. 

Oil Palm production serves as a key source of income for the industry through exports and 

leads to economic development. Oil palm production helps in eradicating poverty, providing 

food security, raising rural community living standard, and promoting economic development 

(Asad et al., 2019; Hosseinzadeh-Bandbafha et al., 2022). Government provides the rural 

communities with supports and loans up to the maturity of their oil palm. After that, they are 

able to sell out their products, settle the loans and continue supporting their daily life needs. 

Government uses oil palm as a vehicle in the rural areas to improve their standard of living. 

This policy was applied and the level of poverty in agriculture was decreased by 21.2% 

(Dahliah & Nur, 2021; Krisnawati, 2022).  

 

Renewable Energy Sector  

Renewable energy sector obviously became an advantage to be constructed in the 

world due to its importance. From 2006 to 2016, the sources of renewable energy indicated a 

significant result, and it increased with big capacity. The contemporary renewable energy 

namely winds, solar, etc., generated about ten percent of global energy, while the biomass is 

utilized primarily for cooking and eating in faraway, especially in rural areas in developing 

countries, and is equal to 9.1% (Jemal & Haile, 2019; Mao et al., 2019). Palm oil could be 

processed to produce bio-fuel. It is perfect position for Malaysia to be a major global front-

runner and generator of renewable energy. These biofuel and renewable energy are 

significant on Malaysian economy and environment. Due to the increasing needs of energy 

necessitated by increase in world population, this completely became important for the 

people to use renewable energy. Palm oil helps to alleviate energy problem (Anggraini et al., 

2017; Foteinis et al., 2020). Palm oil became a vital source for sustainable and renewable 

energy, this made it different from other vegetable oils.  

The quality of B5 is recognized as ‘Envo-Diesel’ as pure biofuel which could 

compete with diesel fuel. Whereas relating the two, biodiesel contained oxygen which 

reduces volatility, higher viscosity, and it has a narrow boiling range, while diesel fuel does 

not have (Hosseinzadeh-Bandbafha et al., 2022; Wong et al., 2020). According to research, 

diesel could be mixture with palm oil. Biodiesel was confirmed that, it could substitute diesel 

and perform almost equal without alterations in a variable compression ratio engine 

(Hosseinzadeh-Bandbafha et al., 2022). According to other research conducted used biodiesel 
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instead of diesel, this indicated B5 made a slightly lower brake power than normal diesel, less 

CO, HC, Nox emissions, and slightly higher CO2 emissions (Foteinis et al., 2020). 

Consequently, biofuel performance is equal with diesel fuel. Currently biodiesel can be a 

substitute for traditional diesel fuel. The main benefit is unnecessary to mention; this could be 

manufactured for long. Biodiesel has assessable advantages of reducing emitted levels of 

CO2, CO and THC, which are common greenhouses gases, if compared with traditional 

diesel fuel (Hosseinzadeh-Bandbafha et al., 2022). 

 

Contribution to Economic Development 

The global palm oil manufacture enlarged to 45.1 million tonnes from 1980 to 2009 

as a result of supplying to key markets. The top ten plantation companies in Malaysia owned 

2.3 million hectares of plantations and US$79.1 billion capital (Bek-Nelson, 2010). The oil 

palm-based agricultural growth in Southeast Asia, in particular Malaysia and Indonesia 

became a key driver of agricultural diversification and development. Malaysia and Indonesia 

are the largest producers of palm oil globally, and in 1960 they were dependent on rubber 

production. Nevertheless, resulting in decline of rubber prices, the economy of Malaysia was 

diversified from rubber to palm oil production (Ginoga et al., 2019; Tohiran et al., 2023). The 

World Bank mission recommended this diversification which led to FELDA formation in 

July 1956. This came with twin goals of diversifying the economy and relocating poor and 

landless native communities. Nowadays, FELDA has oil palm plantations with 720,000 ha, 

and resettled 112,635 landless people. Palm oil industry is the fourth major contributing 

sector to Malaysian economy with RM53 billion as GNI. 

Palm oil industry also played major roles in the socio-economy of Malaysia. It 

became the fourth main contributing sector of the gross national income, as it contributed 

RM63 billions of GNI in 2015. As stated earlier, Malaysian palm oil exports in 2016, 

generated the sum of revenue of RM67.6 billion. Palm oil industry serves as a leading driver 

in Malaysia, and it became the fourth major sector which contributes to the socio-economy of 

Malaysia (Magomedkhan & Sadovoy, 2021; Malik & Janowska, 2018). Hundreds years ago, 

the plantation expanded and initiated manufacturing of oil palm. Malaysia produces the 

highest yielding FFB annually. The Malaysian Palm Oil Board (MPOB) regulates the 

industry with policies, guidelines and practices. Government and big private plantation 

companies control the palm oil industry. In 2009, there were 4.7 million hectares of oil palm 

plantations. The smallholders independently possessed an important segment of oil palm 

estate correspondingly (Hosseinzadeh-Bandbafha et al., 2022; Lee et al., 2013). 

Palm oil industry serves as a key contributor to gross domestic product in Malaysia. 

In Malaysia and Indonesia, oil palm production is very significant to economy especially to 

native communities in rural areas. It accounts to 3.2% to GDP in Malaysia, and 6% to GDP 

in Indonesia. It contributes to economic development through exports to global palm oil 

markets. Palm oil industry plays a main role and became the promoter of growth of palm-

based industry in manufacturing of special fats, cocoa butter substitutes, nutraceuticals, oleo-

chemicals, household detergents, soaps, and feedstock for bioenergy (Asad et al., 2019; Xu et 

al., 2018). In Malaysia and Netherlands, Sime Darby Berhad is major palm-based biofuel 

producer with manufacturing capacity of 290,000 tonnes annually.   

The findings of this research have significant implications for both policymakers and 

education systems. By highlighting the central role of the palm oil industry in Malaysia’s 

socioeconomic development, it underscores the need to incorporate this sector into 

educational curricula, particularly in economics, sustainability, and agricultural studies. 

Educating students about the industry’s economic, environmental, and social impacts can 

foster a deeper understanding of sustainable development practices and encourage critical 

thinking about balancing industrial growth with environmental conservation. Additionally, 
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the challenges related to land constraints and sustainability in palm oil production emphasize 

the importance of preparing future generations to innovate solutions that mitigate negative 

effects while maximizing the sector’s benefits. Ultimately, this research advocates for a more 

integrated approach to education, equipping students with the knowledge to contribute to 

both economic progress and environmental sustainability.  

 

4. CONCLUSION  

In conclusion, one can understand the role of the palm oil industry in the socio-

economy of Malaysia. The Malaysian economy has been diversified and industrialized, 

especially in agriculture, capital goods, refined crude oil, machines, and electrical appliances, 

which it exports to other countries. This paper attempts to bridge the gap and add to the 

knowledge of the palm oil industry's role in the socio-economy of Malaysia, such as food 

security, rising standards of living, employment, poverty alleviation, raw materials for 

industries, renewable energy, contributions to gross domestic product, gross national income, 

as well as national economic development, among others. The findings have significant 

implications for education systems, suggesting the need to integrate the palm oil industry’s 

contributions into curricula, particularly in fields like economics, sustainability, and 

agriculture. Educating students about the industry’s economic, environmental, and social 

impacts can foster critical thinking on sustainable practices while preparing them to address 

the challenges of land constraints and sustainability in palm oil production. Ultimately, this 

research advocates for a more integrated approach to education that equips students to 

contribute to both economic development and environmental sustainability. In 

recommendation, this paper emphasizes the importance of sustainability and best 

management practices, which would further improve the palm oil industry in Malaysia. 
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