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Inside many of the crackers, cookies, chips, candy bars, and instant noodles in the convenience store snack aisle 
you will find a common ingredient: palm oil. A half century ago it was unusual to find palm oil in Western products, 
but now it is the world’s most popular vegetable oil.1 Palm oil shows up under a variety of names (for example, 
vegetable oil, palmitate, glyceryl stearate, and sodium lauryl sulfate) in about half of the packaged products in the 
grocery store, including ice cream, french fries, household cleaners, shampoo, and lipstick. It is even used in motor 
fuel.2

Unfortunately for some of the world’s most biologically diverse landscapes, expanded palm oil production has 
been made possible by burning forests, draining wetlands, destabilizing local communities, and the exploitative 
labor of children and enslaved people.3 Under consumer pressure, some producers are determining how to meet 
growing demand for palm oil in environmentally and socially responsible ways.

The forests are burning
In the second half of 2015 skies in Southeast Asia were darkened for weeks at a time. The toxic haze came from 
Indonesia, where over 100,000 fires burned at least 2 million hectares of forest, largely in Kalimantan and 
Sumatra. The clouds reached as far as Cambodia, Vietnam, and the Philippines.4 Flights were cancelled. Local 
schools closed for as many as 34 days. Half a million people were hospitalized from breathing the foul air, and 
dozens died. The World Bank estimates the economic losses from the fires at upwards of $16 billion.5

Most of the fires burned biologically-rich forests. 
Indonesia is home to the world’s third largest tropical 
rainforest (after forests in the Amazon and the 
Congo River basins). The loss of prime forest habitat 
has endangered a number of unique animals like 
the Bornean and Sumatran orangutans and pygmy 
elephants – species with no other natural home on the 
planet.6

About one-third of the fires were on peatland, a 
type of wetland containing rich ecosystems built on 
the accumulation of thousands of years of dead and 
decaying vegetation.7 Once peatlands are drained 
for agriculture, they combust easily, a process 
that releases large amounts of carbon dioxide and 
methane – an even more potent greenhouse gas – to 
the atmosphere. Peat fires can persist underground, making them hard to control, and their emissions can be ten 
times greater than those produced by wildfires in other landscapes. When fires raged in 2015, Indonesia’s daily 
carbon emissions exceeded those of the United States, an economy 20 times larger.8

Fire is a fast and cheap way to clear trees and brush for growing crops, importantly palm oil. It also is used to push 
people off land and secure future land concessions. Over the last two decades, Indonesia’s fires have become so 
regular that the dry period between June and October is known as the burning season, despite national laws that 
now prohibit such so-called slash-and-burn agriculture.

Slash and burn deforestation is used to clear land for agriculture  
in Indonesia.
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Oil palm plantations expanding
Expanding agricultural production is the biggest driver of deforestation worldwide.9 The development of 
industrial palm oil production in Indonesia is a prime example. Between 2001 and 2019, Indonesia lost more 
than 26 million hectacres of forest (an area roughly the size of the United Kingdom). Over 60 percent of this 
deforestation was directly tied to the demand for palm oil.10 When large-scale commercial plantations, which 
account for about two-thirds of Indonesia’s palm oil production, take the place of natural forests, the environment 
changes irreversibly. The tropical forests of Indonesia alone, account for over 10 percent of all reptile, bird, 
mammal, and fish species. Clearing these forests has already resulted in a tremendous loss of biodiversity.11 
From 1996 to 2016, Indonesia’s palm harvest area expanded five-fold to 9.2 million hectares, up from 1.8 million 
hectares. Over that time, its palm oil production increased drastically from 5 million metric tons to 35 million 
metric tons.12 Close to three-fourths of the harvest is exported to the world market, making Indonesia the world’s 
largest supplier of palm oil.13

The world’s other major palm oil producing country 
is Malaysia, where 2019 output weighed in at 
20.5 million metric tons.14 Together, Indonesia and 
Malaysia dominate the market, accounting for 85 
percent of global palm oil production. Thailand is 
in a distant third place, producing about 2 million 
metric tons. Next comes Columbia, which leads 
Latin America, and Nigeria, the leader in Africa, each 
producing about 1 million metric tons of palm oil. 
A couple dozen other tropical countries produce 
smaller amounts of palm oil, but growth in many 
countries is accelerating as commodity traders 
look for the next frontier and developing country 
governments look for ways to increase export 
revenue.15

Orangutans in the wild.
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The world wants palm oil
Worldwide, oil palms are the source for one-third of the world’s vegetable oil. India and China import the most 
palm oil, followed by Pakistan, Egypt, Bangladesh, and the United States.16

Palm overtook soybeans to become the world’s most popular source of edible oil in 2004, and production has 
accelerated since. More land worldwide is actually devoted to soy, but palm oil production is larger because of oil 
palm trees’ incredible productivity. Pressing the fruits from a given hectare of oil palm tree yields about five to 
eight times more oil than you can get from a hectare of the other prominent vegetable oils like soy, peanut, and 
rapeseed (more popularly known in North America under the variety name “canola”).17 This high productivity and 
palm oil’s associated low cost have contributed to its popularity. 

Another reason palm oil has become desirable is that it is low in trans fats. Trans fat, which is linked to heart 
disease and other health problems, generally is created when food processors add hydrogen atoms to liquid 
vegetable oils to make them solid at room temperature – think margarine or shortening – for use in cookies, 
cakes, crackers, fried foods, and other snack foods. Palm oil, however, is naturally solid at room temperature, so 
that process is not used. 
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Food processors have been switching to palm oil 
in greater numbers since the U.S. Food and Drug 
Administration (FDA) required labeling of trans fats on 
packaged foods in 2006. The FDA phased out partially 
hydrogenated oils in 2018 after determining they 
are not “generally recognized as safe.” The European 
Commission also recommends reducing trans fats 
and the World Health Organization has called on 
governments to eliminate trans fats from the food 
supply by 2023. These guidelines increase the demand 
for alternatives to trans fats, including palm oil.18

Europe, as a whole, imported 7.6 million metric tons 
of palm oil in 2018. Roughly two-thirds of that amount 
is for food. The rest is for industrial purposes, namely 
biodiesel for use in vehicles.19 However, Europe’s use 
of palm oil in biodiesel fuel could change drastically in 
the coming years – a large victory for environmentalist 
groups hoping to curb deforestation. In 2018 the 
European Union issued a law to phase out palm oil in 
biodiesel fuels starting in 2023 and aiming for a total 
ban by 2030. Once hailed as a sustainable alternative, 
the total emissions saved by using biodiesel instead of 
fossil fuels are not enough to warrant the destruction of the rainforests where the oil is harvested. Indonesia is 
disputing the ban through the World Trade Organization, showing just how much of their economy relies on palm 
oil.20 

Source: WWF, IndexMundi

Producing palm oil more responsibly
At the global level, concern about the growing impact of the palm oil industry on the environment prompted the 
international conservation group WWF to initiate a dialogue with the players throughout the supply chain. The 
Roundtable on Sustainable Palm Oil (RSPO) emerged from that initiative in 2004. Its 2,500-plus members are 
comprised of oil palm plantation owners, processors, and traders; companies that use palm oil in their products; 
banks and investors; and environmental and socially oriented civil society groups. Together they have developed 
a set of environmental and social sustainability criteria to allow for growers’ crops to be certified. Buyers can then 
opt to purchase RSPO certified palm oil.21

As of 2020, 4.3 million hectares of oil palm had been certified by the body, representing 19 percent of global 
production.22 When the RSPO certifies a palm oil supplier, that supplier has agreed to a set of criteria including 
a commitment to best practices, conservation of natural resources and biodiversity, consideration of employees 
and local communities affected by palm oil production, responsible development of new plantings without the use 
of burning, and a commitment to continuous improvement.23 Under pressure from consumers and environmental 
campaigners, major buyers have moved to get certified palm oil into their supply chains. For example, in what 
has become a case study of social marketing, Greenpeace targeted Nestlé in a series of graphic ads that were 
circulated widely on the internet. One showed people noshing on Kit Kat® bars that looked like the fingers of 
dead orangutans because they contained palm oil connected with deforestation. In response, Nestlé upped its 
commitments to securing deforestation and peat loss-free palm oil. It became the highest scorer on the Union of 
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Concerned Scientists’ ranking of companies committing to sustainable palm (though it nor any other company has 
yet earned a perfect score for having a completely transparent and traceable supply chain).24

Some companies have made additional voluntary agreements to make their supply chains deforestation free. In 
Indonesia, at least 188 corporations, including a handful of major multinationals accounting for 80 percent of the 
country’s palm oil exports, signed the Indonesian Palm Oil Pledge committing them to avoid deforestation and oil 
palms planted on peatland. Yet this pledge has been faulted for lacking teeth. In fact, it may have actually led to a 
land rush to get parcels cleared before the agreement goes into effect.25 

Of course even if 100 percent of the palm oil crop were 
certified, that would not be enough. Laws protecting 
forests generally do not go far enough from preventing 
forest loss, and governance and enforcement of 
existing laws is lacking. Many producers of consumer 
goods are not able to trace their supply chains back to 
producers on the ground to confirm that certification 
commitments are being met. And information for 
consumers is far sparser. 

With global palm oil demand exploding in recent years 
and expected to grow by over 5 percent annually 
through 2030, further protections are necessary to 
protect the world’s forests.26 As the 2015 fires in 
Indonesia remind us, the world has a long way to go.Palm fruits and palm oil.

Photo Credit: slpu9945/iStockphoto.com

Author: Janet Larsen (2016); Updated by Pete Bailey (2021).

1 United States Department of Agriculture - USDA. (2021). Major Vegetable Oils: World Supply and Distribution (Commodity View). USDA. Retrieved April 
11, 2021 from https://apps.fas.usda.gov/psdonline/app/index.html#/app/downloads 

2 World Wildlife Fund. (2016). Which Everyday Products Contain Palm Oil? WWF. Retrieved from https://www.worldwildlife.org/pages/which-everyday-
products-contain-palm-oil 

3 U.S. Department of Labor. (2014). List of Goods Produced by Child Labor or Forced Labor. Bureau of International Labor Affairs. 

4 The Economist. (2016). A world on fire: Until politicians call a halt, Indonesia’s forests will keep burning. 

5,7 The World Bank. (2015). Reforming amid uncertainty. Indonesia Economic Quarterly. 

6 UCSUSA. (2013). Palm Oil and Global Warming. Union of Concerned Scientists. 

8 Harris, N., et al. (2015). Indonesia’s Fire Outbreaks Producing More Daily Emissions than Entire US Economy. World Resources Institute. 

9 Eisner, R. (2016). Are changes in global oil production influencing the rate of deforestation and biodiversity loss? Biological Conservation. 196, pp. 147- 
155.

10 Global Forest Watch. “Tree cover loss in [Indonesia]”. Retrieved July 22, 2020 from https://www.globalforestwatch.org/

11,13 Schlanger, Z. (2019, September 18). The global demand for palm oil is driving the fires in Indonesia. Retrieved from https://qz.com/1711172/the-global-
demand-for-palm-oil-is-driving-the-fires-in-indonesia/

12,15,16,26 USDA. (2020). Data from database. Retrieved December 22, 2020 from https://apps.fas.usda.gov/psdonline/psdQuery.aspx 

14 Malaymail. (2019). Malaysian palm oil production to drop slightly in 2020, pushing the price upward, says expert. Retrieved from https://www.malaymail.
com/news/money/2019/11/01/malaysian-palm-oil-production-to-drop-slightly-in-2020-pushing-the-price-up/1805932

https://apps.fas.usda.gov/psdonline/app/index.html#/app/downloads
https://www.worldwildlife.org/pages/which-everyday-products-contain-palm-oil
https://www.worldwildlife.org/pages/which-everyday-products-contain-palm-oil
https://www.globalforestwatch.org/
https://qz.com/1711172/the-global-demand-for-palm-oil-is-driving-the-fires-in-indonesia/
https://qz.com/1711172/the-global-demand-for-palm-oil-is-driving-the-fires-in-indonesia/
https://apps.fas.usda.gov/psdonline/psdQuery.aspx
https://www.malaymail.com/news/money/2019/11/01/malaysian-palm-oil-production-to-drop-slightly-in-2020-pushing-the-price-up/1805932
https://www.malaymail.com/news/money/2019/11/01/malaysian-palm-oil-production-to-drop-slightly-in-2020-pushing-the-price-up/1805932


© 2021 POPULATION CONNECTION forests unit  |  PALM OIL DEMAND: Exacting a Steep Price on Tropical Forests    5 

17 Food and Agriculture Organization. (2016). The Agriculture Trade Domain. FAOSTAT. Retrieved August 1, 2016 from http://faostat.fao.org/
desktopdefault.aspx?pageid=342&lang=en&country=101

18 Howard, J. (2018, May 14). WHO calls for elimination of trans fat by 2023. Retrieved from https://www.cnn.com/2018/05/14/health/trans-fats-who-
2023-intl-bn/index.html 

19 Klepper, G. (2018, July 08). Winners and losers from the EU’s proposed ban on palm oil. Retrieved December 22, 2020 from https://www.eco-business.
com/opinion/winners-and-losers-from-the-eus-proposed-ban-on-palm-oil/

20 Parmar, A. (2020, June 15). Indonesia’s palm oil dispute with EU set to continue. Retrieved December 22, 2020 from https://www.argusmedia.com/en/
news/2114306-indonesias-palm-oil-dispute-with-eu-set-to-continue

21,25 Roundtable on Sustainable Palm Oil. (2016). Towards a Sustainable Palm Oil Industry. Retrieved from https://www.rspo.org/about 

22 RSPO Impact. (2020, June 30). Retrieved July 22, 2020 from https://rspo.org/about

23 Green Palm. What is sustainable palm oil? (2016). Retrieved from https://greenpalm.org/about-palm-oil/sustainable-palm-oil

24 Growth Market Reports. (2021, January 28). Palm Oil Market - Global Industry Analysis, Size, Share, Growth, Trends and Forecast. Retrieved April 1, 2021 
from https://growthmarketreports.com/report/palm-oil-market-global-industry-analysis

http://faostat.fao.org/desktopdefault.aspx?pageid=342&lang=en&country=101
http://faostat.fao.org/desktopdefault.aspx?pageid=342&lang=en&country=101
https://www.cnn.com/2018/05/14/health/trans-fats-who-2023-intl-bn/index.html
https://www.cnn.com/2018/05/14/health/trans-fats-who-2023-intl-bn/index.html
https://www.eco-business.com/opinion/winners-and-losers-from-the-eus-proposed-ban-on-palm-oil/
https://www.eco-business.com/opinion/winners-and-losers-from-the-eus-proposed-ban-on-palm-oil/
https://www.argusmedia.com/en/news/2114306-indonesias-palm-oil-dispute-with-eu-set-to-continue
https://www.argusmedia.com/en/news/2114306-indonesias-palm-oil-dispute-with-eu-set-to-continue
https://www.rspo.org/about
https://rspo.org/about
https://greenpalm.org/about-palm-oil/sustainable-palm-oil
https://growthmarketreports.com/report/palm-oil-market-global-industry-analysis



