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The Sabah-Sulu Crisis Threatens the Palm Oil 
Supply-Chain
By Khor Yu Leng

It is a curious thing of the late capitalist period that we so enjoy the comforts of a global 
supply-chain that we can almost forget about the far frontiers that are tamed to bring us key 
commodities. A present reminder of this are the emerging worries about the supply of palm 
oil from Malaysia’s top producing state, Sabah in East Malaysia. Since about 9 February 
2013, there have been several landings by militant gangs armed with sophisticated weap-
onry (including M-16s and rocket launchers) in Lahad Datu, and the outbreak of fighting in 
the coastal zone in the eastern part of Sabah. 

SULUK “INVASION” OF EASTERN SABAH

According to news reports it was local fishermen who first spotted and reported the armed 
men to the Malaysian authorities (The Star, 2 March 2013). The first landing of nearly 
200 militants entered the massive (near 96,000 hectare) oil palm plantation run by Felda 
Global Ventures (FGV), the third largest plantation company in the world and first ranked in 
Malaysia, at least when measured in oil palm mature planted area. The armed men, form-
ing the self-proclaimed Royal Army of the Sultanate of Sulu, hail from nearby islands in the 
southern Philippines. Interesting, they landed in the Lahad Datu area, occupying the Felda 
Sahabat 17 estate, right next to the Malaysian police located themselves in Felda Sahabat 
16 estate (Khor 2013a). The two seem to have faced off fairly peacefully until 1 March 
2013 when things got very ugly. Soon thereafter, reports emerged of clashes further south 
on the same eastern coast, in the districts of Semporna and Kunat. 
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Some news articles pointed out that the incursion was well planned and that it involved 
Suluk Filipinos and their kinsmen. These had migrated to Sabah over the last few decades, 
fleeing poor prospects in the violence-wracked and underdeveloped Mindanao region. 
“Sending decoys and coming in batches, the invaders of Kampung Tanduo in Lahad Datu 
also had help from their brethren who were already living and working in Lahad Datu. High-
placed sources tell The Malay Mail that the 189 militia said to be representing the Sultan of 
Sulu had started arriving in batches to Felda Sahabat 17 between Feb 3 and Feb 11. As 
a decoy, some of them were elderly men and women, but they were armed with automatic 
weapons and with handguns provided by locals — a plan that fooled the authorities here 
[…] While police are not confirming this, it is understood that […] people with Sulu ties 
who are in living in Sabah — are being searched for weapons” (Malay Mail, 4 March 2013). 

Deadly clashes in the last few days saw the Malaysian police and the insurgents suffer-
ing deaths and casualties. One newspaper reports on the notable asymmetric gunpower 
between the invaders and the police defenders (Malay Mail, 4 March 2013).  On 5 March 
2013, military forces finally rolled in and bombed the Suluk base in Kampung Tandou. 

The armed Sulu militants want to reclaim Sabah as theirs. Historically, the British North 
Borneo Company leased or bought (depending on which side you stand on) the territory 
from the Sultan of Sulu, and Malaysia continues to pay a nominal sum of about USD 1,500 
per year to the Sultan. 

So the claims on Sabah are not new. Why has the crisis erupted now? 
There are many conspiracy theories being forwarded in the blogosphere. However, ac-

cording to many observers this crisis is also rooted in Malaysian politics. 
The Suluks have always lived in the porous coastal region of Sabah. Since the 

early 1990s, they migrated to settle en masse in Sabah, given the prospects of gaining 
Malaysian citizenship. “Project IC”, an alleged covert “citizenship for vote” program was 
started during Prime Minister Mahathir Mohamad’s term in office. It has been widely ac-
cused of being a key stratagem to launch UMNO into Sabah politics. Its purported aim was 
to change the religious, ethnic and political balance of Sabah away from being Christian-
Kadazan-centric to one of Muslim-Malay Federal domination. The matter is presently the 
subject of a Royal Commission of Inquiry (RCI). 

It is certainly true that Sabah’s demographics and politics have changed dramatically in 
recent decades. According to the Department of Statistics, the proportion of “Malays” and 
“Other Bumiputeras” were 11.5% and 14.6% of the state’s population in 2006. Combined, 
the Bumiputera population has surpassed the Kadazandusuns’ 18%. In 1960, the 
Kadazandusuns were the biggest ethnic group in Sabah at 32%, with Malays a mere 0.4% 
(Sadiq 2005). To placate the rising political anger of Sabahans and to prevent a crossover 
of Kadazandusun leaders to the Opposition, Prime Minister Najib Razak agreed to their 
demands to form the RCI in June 2012, to review the number of people naturalized and the 
lawfulness of the process. The RCI has recently been conducting hearings and evidence 
given has been widely reported in the Malaysian media. Testimonies confirm the existence 
of this program and some witnesses have linked it to some key UMNO/Barisan Nasional 
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operators including Prime Minister Mahathir’s then political secretary (Malaysian Insider, 16 
January 2013).  

Some think that the early RCI findings and its wider implications have worried the 
migrant Suluk community greatly about the future security of their abode in Sabah. Was 
this enough to trigger their kinsmen to make an invasive move in Sabah? Others point out 
that the Sulu population may have been upset at being left out of the recent Moro peace 
talks and arrangements. There are many other theories out there too, but few are time or 
event sensitive. Overall, Malaysians are agog at the Sabah crisis, given the proximity of the 
expected General Elections.

Why Lahad Datu as an invasion point? A look at the map (Appendix 1) suggests sheer 
proximity to the island chains of Sulu, and a big sympathetic local Suluk population in east-
ern Sabah. In fact, the leader of the invaders was reported to have taken up residence in 
the home of a villager named Ahmad Malandi (The Star, 2 March 2013). 

The Malaysian government, led by Prime Minister Najib did not take a rapid-fire ap-
proach to deal with the invasion. Instead, for several weeks, it chose to focus on deploying 
police forces to contain the invaders whilst the army took a backseat role, according to 
various Malaysia newspaper reports in February and March 2012. This tepid approach to 
an invasion raised many concerns. After several policemen were killed in combat, calls for 
more decisive action snowballed. Even the ex-Inspector General of Police called on the 
Najib government to deploy the army as the “military, with their superior arms, can (assist 
the) police” (Malay Mail, 4 March 2013). Could Najib’s initial tepid position have been influ-
enced by local political concerns? 

According to The Star (12 March 2010), Lahad Datu (Silam constituency) in 2012 has 
a population of 308,000 and the Lahad Datu UMNO branch has a membership of 43,000 
(The Star, 13 August 2012). To be a member of UMNO, one must be a Muslim Malay 
adult. Thus, this implies that up to one-third of the adult population in Lahad Datu could be 
UMNO party members. The Suluks are deeply entrenched in UMNO and the current state 
assemblyman Datu Nasrun reports that he is three-quarter Suluk (The Star, 13 August 
2012). 

THE CRISIS WORRIES THE PLANTATION INDUSTRY

The standoff in Sabah is now just over three weeks old and it has escalated alarmingly 
in recent days. Time.com writes of “armed militants roaming the Sabah coastline and an 
increasingly volatile political situation in both Malaysia and the Philippines, (while) the situa-
tion on the ground remains increasingly tense.” (Time.com, 4 March 2013).  

Lahad Datu was the last major area of Sabah to be opened up for oil palm develop-
ment. It has a frontier spirit with a history of kidnapping, piracy and arms trading on the 
high seas. In the 1980s, when the Felda Sahabat estates were being developed, senior 
plantation experts reminisced about going to Lahad Datu eateries where dozens of pistols 
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would sit on tables while their owners dined. Indeed, Felda experts recount that the selec-
tion of the initial site for Felda Sahabat was based on its proximity to a military camp (Khor 
2013a).

Financial analysts have started to worry about the implications for the plantation indus-
try in Sabah. Ivy Ng of CIMB notes in her report dated 4 March 2013 that:

“This is negative for CPO producers. The ongoing fighting could affect the 
harvesting, transportation and sales of palm oil from Sabah, which account-
ed for 30% of Malaysia’s total output in 2012, if this issue is not resolved 
quickly. Our check with FGV revealed that it is unable to access 1,000ha 
of estates earlier but it is unclear if the area affected has expanded since 
Friday’s clashes. Hap Seng Plantation’s estate operations are not affected 
while Genting Plantations has suspended transportation of CPO from two 
out of its five mills to Lahad Datu for security reasons. This is negative for 
refiners and planters in Sabah as productivity and shipment of CPO could 
be affected. For every 1% change in FFB output, earnings may be dented by 
up to 2%. FGV and KL Kepong appear to have the largest estate exposure 
and a refinery each in Lahad Datu, where fighting continues” (CIMB 2013). 

While oil palm estates seem to be running normally (except for those in the immediate 
fighting zones which have been cordoned off; affecting a small part of FGV and some 
smallholder areas), recent days have seen some disruption to the transport of fruit to mills 
and CPO to refineries. Sources also report that refineries nearby were shut for at least a 
few hours, on the suggestion of the police (Khor 2013a). The current impact is very limited, 
and CIMB’s conclusion is fair: 

“Our view is that should the fighting continue and escalate to other towns 
in Sabah (currently affecting three areas), it could have a more significant 
negative impact on CPO production from Sabah, which made up 30% of 
2012 CPO production in Malaysia… Should this event be resolved quickly, 
we believe the impact on planters will be minimal or none as they could play 
catch-up on harvesting and shipments…” (CIMB 2013).

In an odd twist of fate, while part of FGV’s Sabah estate is being occupied by Filipino 
militants, FGV is also reported to be looking to develop 1 million hectares of grassland in 
Mindanao as plantation, given hopes for a lasting peace in southern Philippines. FGV was 
public-listed in 2012 with some controversy over politicization over the IPO process. FGV 
holds key assets and leases on commercial plantations of the Federal Land Development 
Authority. In fact, the Felda Sahabat complex is the biggest of its commercial plantations 
and one of the largest in the world.
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“Since 1957, Felda has helped nearly 120,000 rural Malay families (4% of 
the 1990 population)... Settlers, their children and dependents likely number 
over a million, or 1 in 15 of the Malay population now. This large group has 
formed the backbone of Malaysia’s rural community… Felda has become in-
creasingly politicized in more recent times. Political patronage will always be 
high as Felda has over 112,000 settlers who vote in 54 parliamentary seats 
and 92 state seats. Federal politicians have also diverted East Malaysia re-
sources to benefit the Peninsula’s population; Felda’s commercial plantation 
has large landholdings in East Malaysia, but with no settlers.” (Khor 2012a)

The Sulu incursion into eastern Sabah, a key area for palm oil production in Malaysia is 
rooted in a massive land claim, and the prolonged standoff is widely considered to be tem-
pered by some socio-political considerations: the early landings were in FGV territory, a key 
government-linked corporation and the Lahad Datu/Silam area has 43,000 UMNO mem-
bers, likely mostly of Suluk descent. The CPO output of Sabah in 2012 amounted to some 
5.5 million metric tonnes, which would be worth RM 15.3 or USD 4.9 billion at that year’s 
average CPO price of RM 2,764 per metric tonne (Khor 2013b). Recent news reports of 
further new landings by Sulu militants are worrying. Many wonder if this might be in reac-
tion to the deadly clashes resulting in the loss of their kinsmen. But the aerial bombings 
by the Malaysian military on 5 March 2013 marks a new phase in Prime Minister Najib’s 
approach to the weeks-long standoff. 

The Sabah-Sulu clashes bear watching as it has potential impact on the supply chain of 
palm oil from Malaysia’s biggest palm oil producing state. The apparent deep socio-political 
foundation of the Sabah-Sulu clashes will sorely test the Najib administration.
* * * * * * * *
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