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1. BIOFUEL POLICY IN MALAYSIA1. BIOFUEL POLICY IN MALAYSIA

•• TheThe MalaysiaMalaysia NationalNational BiofuelBiofuel PolicyPolicy

launchedlaunched onon 2121 MarchMarch 20062006 envisionsenvisions::

•• useuse ofof environmentallyenvironmentally friendly,friendly,

sustainablesustainable andand viableviable sourcessources ofof

energyenergy toto reducereduce thethe dependencydependency ononenergyenergy toto reducereduce thethe dependencydependency onon

depletingdepleting fossilfossil fuelsfuels;; andand

•• enhancedenhanced prosperityprosperity andand wellwell--beingbeing ofof

allall thethe stakeholdersstakeholders inin thethe agricultureagriculture

andand commoditycommodity basedbased industriesindustries

throughthrough stablestable andand remunerativeremunerative

pricesprices..



BIOFUEL POLICY IN MALAYSIA (cont)BIOFUEL POLICY IN MALAYSIA (cont)

•• TheThe policypolicy isis primarilyprimarily aimedaimed atat reducingreducing thethe

country’scountry’s dependencedependence onon depletingdepleting fossilfossil fuels,fuels,

promotingpromoting thethe demanddemand forfor palmpalm oiloil asas wellwell asas

stabilisingstabilising itsits pricesprices atat aa remunerativeremunerative levellevel..

•• TheThe PolicyPolicy isis underpinnedunderpinned byby fivefive strategicstrategic

thruststhrusts::thruststhrusts::

•• ThrustThrust 11:: BiofuelBiofuel forfor TransportTransport

•• ThrustThrust 22:: BiofuelBiofuel forfor IndustryIndustry

•• ThrustThrust 33:: BiofuelBiofuel TechnologiesTechnologies

•• ThrustThrust 44:: BiofuelBiofuel forfor ExportExport

•• ThrustThrust 55:: BiofuelBiofuel forfor CleanerCleaner EnvironmentEnvironment



BIOFUEL POLICY IN MALAYSIA (cont)BIOFUEL POLICY IN MALAYSIA (cont)

The implementation of the policy is divided into:The implementation of the policy is divided into:

•• ShortShort TermTerm whichwhich includesincludes

•• EstablishmentEstablishment ofof MalaysianMalaysian SpecificationsSpecifications

forfor AutomotiveAutomotive FuelsFuels –– PalmPalm MethylMethyl EstersEstersforfor AutomotiveAutomotive FuelsFuels –– PalmPalm MethylMethyl EstersEsters

ofof DieselDiesel EnginesEngines –– RequirementsRequirements andand TestTest

MethodsMethods (MS(MS 20082008::20082008))..

•• ParticipationParticipation ofof selectedselected GovernmentGovernment

departmentsdepartments withwith theirtheir fleetsfleets ofof dieseldiesel

vehiclesvehicles usingusing blendsblends ofof biofuelbiofuel..



BIOFUEL POLICY IN MALAYSIA (cont)BIOFUEL POLICY IN MALAYSIA (cont)

•• MediumMedium TermTerm whichwhich includesincludes

�� ObtainedObtained engineengine warrantieswarranties..

�� LegislationLegislation toto mandatemandate thethe useuse�� LegislationLegislation toto mandatemandate thethe useuse

ofof biodieselbiodiesel..



BIOFUEL POLICY IN MALAYSIA (cont)BIOFUEL POLICY IN MALAYSIA (cont)

•• LongLong TermTerm whichwhich includesincludes

�� TheThe proportionproportion ofof palmpalm basedbased

methylmethyl esterester inin thethe dieseldiesel blendblend willwill

bebe graduallygradually increasedincreasedbebe graduallygradually increasedincreased

�� GreaterGreater uptakeuptake ofof biofuelsbiofuels

technologytechnology byby MalaysianMalaysian companiescompanies

andand foreignforeign companiescompanies abroadabroad



BIOFUEL POLICY IN MALAYSIA (cont)

• Biodiesel is included in the list of

products / activities that are

encouraged under the Promotion of

Investments Act 1986. BiodieselInvestments Act 1986. Biodiesel

projects are therefore eligible to be

considered for Pioneer Status or

Investment Tax Allowance



BIOFUEL POLICY IN MALAYSIA (cont)BIOFUEL POLICY IN MALAYSIA (cont)

•• TheThe MalaysianMalaysian BiofuelBiofuel IndustryIndustry ActAct

20072007 hashas beenbeen implementedimplemented sincesince 11

NovemberNovember 20082008

•• TheThe ActAct providesprovides forfor activitiesactivities•• TheThe ActAct providesprovides forfor activitiesactivities

relatingrelating toto thethe mandatorymandatory useuse ofof

biofuelbiofuel andand licensinglicensing ofof activitiesactivities

relatingrelating toto production,production, storagestorage andand

tradetrade



2. IMPETUS FOR BIOFUEL 

DEVELOPMENT
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DEVELOPMENT
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IMPETUS FOR BIOFUEL IMPETUS FOR BIOFUEL 

DEVELOPMENT (cont)DEVELOPMENT (cont)

IMPETUS FOR BIOFUEL IMPETUS FOR BIOFUEL 

DEVELOPMENT (cont)DEVELOPMENT (cont)

�� FurtherFurther downstreamdownstream developmentdevelopment ofof thethe

industryindustry wherewhere glycerolglycerol isis aa byproductbyproduct ofof

thethe biofuelbiofuel industryindustry.. GlycerolGlycerol isis usedused forfor

thethe manufacturemanufacture ofof soapsoap andand cosmeticscosmetics..
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�� HomegrownHomegrown palmpalm biofuelbiofuel productionproduction
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�� MalaysiaMalaysia hashas undertakenundertaken R&DR&D onon palmpalm--basedbased

biofuelbiofuel sincesince 19821982

�� HomegrownHomegrown palmpalm biofuelbiofuel productionproduction

technologies,technologies, includingincluding winterwinter gradegrade biodieselbiodiesel

havehave successfullysuccessfully commercialisedcommercialisedhavehave successfullysuccessfully commercialisedcommercialised

�� BothBoth summersummer andand winterwinter gradegrade biodieselbiodiesel areare

exportedexported toto UnitedUnited States,States, EuropeanEuropean Union,Union,

JapanJapan andand otherother countriescountries

�� PalmPalm biodieselbiodiesel meetmeet thethe internationalinternational standardsstandards

(EN(EN 1421414214 andand ASTMASTM DD67516751))

havehave successfullysuccessfully commercialisedcommercialised

�� BothBoth summersummer andand winterwinter gradegrade biodieselbiodiesel areare

exportedexported toto UnitedUnited States,States, EuropeanEuropean Union,Union,

JapanJapan andand otherother countriescountries

�� PalmPalm biodieselbiodiesel meetmeet thethe internationalinternational standardsstandards

(EN(EN 1421414214 andand ASTMASTM DD67516751))



BIOFUEL DEVELOPMENT IN 

MALAYSIA (cont)

� Domestic production:

� 91 biofuel production licenses

issued with installed productionissued with installed production

capacity of 10.2 million tonnes

� 18 companies in operation with

annual production of 1.86 million

tonnes



4. CHALLENGES TO BIOFUEL 

INDUSTRY DEVELOPMENT
a. Feedstock price

• Biodiesel is competitive if CPO price is below

RM1,422/tonne against crude petroleum price of

USD80/barrel

• To promote biodiesel, some form of subsidy needs

to be provided

• Implication on cost of production

b. Issue of food vs fuel

• Concerns that palm oil could be channeled for

energy purposes, thus depriving its usage for food

• Palm oil has other uses namely industrial and

pharmaceuticals

• Need to ensure enough feedstock



CHALLENGES TO BIOFUEL INDUSTRY 

DEVELOPMENT (Cont)

c. Sustainability issues

• Currently Roundtable on Sustainable Palm Oil

(RSPO) focuses on food

• EU emphasis on sustainable production of

feedstock for biofuel: sustainable sourcesfeedstock for biofuel: sustainable sources

including addressing greenhouse gas saving

in the production processes

d. Acceptance by engine manufacturers

• Only methyl ester is accepted

• Warranties up to five percent blends



CHALLENGES TO BIOFUEL INDUSTRY 

DEVELOPMENT (Cont)

e. Limited land available

• Focus is on increasing productivity

f. Second generation biofuels

• New technologies must be scientifically

proven and commercially viable

• Need for further R&D

• No restriction on the biomass used



CHALLENGES TO BIOFUEL INDUSTRY 

DEVELOPMENT (Cont)

g. New non-tariff barriers

• Importing countries establishing barriers in

the form of standards for biofuels including

factoring in sustainable sources

• Excluding palm based biofuels from

domestic tax credits

h. Consumers need to realize there is a cost to

ensure a cleaner environment

• Must be willing to pay premium for biodiesel

over petroleum diesel



5. CONCLUSION5. CONCLUSION

•• TheThe BiofuelBiofuel ProgrammeProgramme isis crucialcrucial forfor thethe

futurefuture ofof Malaysia’sMalaysia’s PalmPalm OilOil industryindustry..

•• TheThe industryindustry conformsconforms toto sustainablesustainable

productionproduction methodsmethods

•• TheThe GovernmentGovernment encouragesencourages andand supportssupports

allall initiativesinitiatives towardstowards thethe developmentdevelopment ofof

thethe biofuelbiofuel industryindustry includingincluding fromfrom oiloil palmpalm

biomassbiomass
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