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Preface

 

his book tells an amazing story, the saga of United Plantations (UP),
a European firm founded in early colonial Malaya, which dared to do
things differently. As a Scandinavian enterprise with a strong culture
of co-operation and good corporate citizenship, this firm was able to

thrive even better after independence than it had done under colonialism, and
made a distinctive contribution to the development process. In recent years the
UP success story has also been the story of Malaysia’s success in export-led
industrialization, a rare and spectacular case of industrial growth based on
tropical agricultural foundations.

Within the context of both imperial economic history and development
studies, this is such a remarkable story that no researcher could have been ex-
pected to go out looking for it. Nor could it have been found and understood by
one person without a great deal of help. Indeed, so many people have helped in
the writing of this book that it is impossible to list them all in one short preface.
Most of them appear in the list of interviews and correspondents in the Biblio-
graphy, and several more may be found as authors discussed in the Introduction.
Special thanks must be given to the School of Oriental and African Studies
(SOAS), University of London, and to the Nuffield Foundation, which funded
the initial fieldwork in Malaysia and Denmark, and to Tan Sri Dato’ Seri Børge
Bek-Nielsen, who offered hospitality and full access to company archives both
in Malaysia and Denmark, and who has supported the project consistently without
ever seeking to determine my analysis or change the text. He has also supplied
photographs from his own collection for the colour section, and copies of the
documents reproduced there and in the appendix.

Thanks are also due to Datuk Dr Yusof Basiron and his staff at the Malaysian
Palm Oil Board’s Head Office, especially Dr N. Rajanaidu and Jaya Gopal, who
helped to get the project off to a flying start, and to Dr B.A. Elias, Mohd. Jaaffar
Ahmad, and the staff of the Malaysian Palm Oil Board’s European office in
Hertford, without whom the industry trends of the past thirty years would have
remained baffling to this classically trained historian. Colin Barlow and Ria
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Gondowarsito of the International Oil Palm Study Group, Canberra, have provided
further insights into current events. All responsibility for the analysis and
conclusions below remains, however, my own.

How, then, did the idea of the 

 

UP Saga

 

 come to be? It has its roots in a first
degree in History with Economics at the University of York, where one tutor in
particular, Bob Sugden, inspired me with the idea of seeking the causes of big
macroeconomic changes in the choices of individual people. Both in this book
and in my earlier study of the Nigerian palm oil industry, I have chosen to tell the
story through the experiences of a community of people involved in producing
this commodity for export. The aim has been to breathe life into the trade statistics,
and to show familiar events of the twentieth century from an unfamiliar angle.
The First and Second World Wars, the inter-war depression and popular protests,
the Malayan Emergency and the Nigerian Civil War, may all be seen through
the eyes of ordinary people in rural areas, rather than those of colonial officials
or city dwellers. This approach is rooted above all in lessons learnt in the late
1970s from Ian Brown, then at the University of Birmingham, while taking his
Masters’ course in South-East Asian economic and social history. Later on,
while we were colleagues in the History Department at SOAS, Ian helped me to
understand the Scandinavian side of the 

 

UP Saga

 

 by providing references on
Aage Westenholz’s early career in Siam. Together with Rajeswary Ampalavanar
Brown, Gareth Austin, Kirti Chaudhuri, William and Keiko Clarence-Smith,
Kent Deng, Janet Hunter, John Latham, Colin Lewis, Peter Robb and Kaoru
Sugihara, he provided many stimulating ideas on the scope for comparative
tropical economic history. 

Peter Cain and Tony Hopkins, through their own Masters’ courses in eco-
nomic imperialism at the University of Birmingham in the late 1970s, provided
further vital links in the chain of ideas which led to the writing of this book.
They highlighted the concept of national styles in economic imperialism, and
showed how much the discipline of business history had to contribute to the
understanding both of imperialism and of post-colonial development, including
development failures and underdevelopment. Having heard their laments on
how little was being done by business historians to contribute in this way, it
became my ambition to help fill that gap. The task has proved by no means easy,
but further help has come from John Stopford, of London Business School, an
inspiration not least because of his personal involvement in the development
process through consultancy to the Thai government; and the business historians
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David Fieldhouse, who introduced me to Unilever, and Geoff Jones, who pro-
vided much-needed moral support as the book neared completion.

A trip with fellow MBA students to Singapore with the London Business
School in 1987 provided the final link in the chain. The dynamism and optimism
which we experienced both in Singapore and in neighbouring countries took us
all by surprise. Like the success of the Malaysian palm oil industry, on which this
book focuses, the vibrancy of the regional economy is something not often stressed
in the lecture halls and senior common rooms of Western universities. A chance
encounter some months earlier with Sally Stewart of the University of Hong Kong,
who had previously worked for the Palm Oil Research Institute of Malaysia, had
given me some idea of what to expect, but it had to be seen to be believed. Special
thanks are due to Sally and to her friends Kurt and Margaret Berger, and Datin
Liz and Datuk Leo Moggie, for arranging a series of visits to Malaysian palm oil
producers, and for providing hospitality in Kuala Lumpur and constant moral
support throughout the long years of research and writing which followed.  

Among the many people who then welcomed me at United Plantations were
a few who made an especially direct contribution to the process of research and
writing. Andal Krishnan and A. Arikiah provided invaluable help in understand-
ing workforce views of the company history, both through translating interviews
and through more general conversations. Munusamy and Chong Cho Tan (Mrs
C.T. Kerk) guided me through the archives held in Jendarata’s Head Office
buildings and in the old pineapple factory. Carrie Jørgensen gave me a copy and
allowed me to make full use of her unpublished history of UP; and Mogens
Jensen, Cliff Dennis, Kenneth Nilsson and all in the Copenhagen office have pro-
vided unfailing support, not least by supplying black-and-white photographs
for the main text. Invaluable insights into the shareholders’ point of view, and
into the lives of planters, engineers and their families, have been provided by
Knud Gyldenstierne Sehested and Dr Val Lindquist, who have remained keen
and supportive readers as the manuscript progressed. Dr Val also supplied two
of the black-and-white illustrations from his own collection.

Finally, it would be impossible to overstate the contribution of Martin Lockett,
whose commitment to Asia and to the co-operative movement and other forms
of ethical business enterprise has been a constant inspiration. Without his
support for my decision to give up teaching and focus on this project while
bringing up our daughters Helen and Anna, the book would never have been
completed and a wonderful story would have remained untold.
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Map 1: Peninsular Malaysia, 2001: location of plantations, United Plantations Berhad 
and United International Enterprises (M) Berhad.

Source: Annual Report, United International Enterprises Ltd, 1994.
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Introduction

 

ore than ten years after the fall of the Berlin Wall and nearly 50
after 

 

Merdeka

 

 (Malaysian independence), one might be forgiven
for supposing that the forces of globalization were sweeping all
before them, both in Asia and in Europe. As Merrill Lynch

boldly declared in October 1998, ‘The World is 10 Years Old.’ The new world is
centred on one dominant power, America, and on the common pursuit of
service-sector wealth. The prosperous groups within each nation are becoming
ever more closely bound to each other by this shared pursuit, by shared and
increasingly ruthless business norms and values, and by increasingly effective
electronic ties. What place can there be in this brave new world for the businesses
founded in an earlier era of globalization, the steamship and telegraph era of
colonial expansion between 1870 and 1914? And what hope is there for the
primary commodity producers on whom colonial prosperity was founded, but
who are now facing falling prices and an uncertain future?
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Against this background the story of United Plantations shines forth as a
beacon of hope. United Plantations, a Danish firm founded in Malaysia in 1906,
continues to thrive in the era of globalization. It has continued to expand, and
to involve Danish managers and investors, following the purchase of a con-
trolling interest by Malaysians in 1982. During the 1990s the Danish-Malaysian
partnership took on fresh life with the involvement of the Danish firm Aarhus
Oliefabrik A/S as a major shareholder in United Plantations Berhad. As the
story to be told in this book concludes in 2002, the ties between Danes and
Malaysians are about to deepen further with the merger of United Plantations
and its much younger sister company, United International Enterprises (see
Map 1).

M
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A distinctive culture of enthusiasm for innovation and an imaginative ap-
proach to business strategy have enabled United Plantations not only to survive
the many political and economic upheavals of the twentieth century but also to
inspire others within the Malaysian palm oil industry. Over a period of 50 years
one man in particular, Børge Bek-Nielsen, has been exceptionally successful in
sharing his passion for quality and his vision of growth through intra-Asian,
and not just Western-orientated trade. His success contributed greatly to that
of the Malaysian palm oil industry as a whole that in turn represents one of the
brightest icons for primary producers elsewhere, demonstrating that it is possible
for industrial growth to be built on tropical agricultural foundations and to be
sustained over generations.

 

 2

 

Bek-Nielsen’s successes have brought him high personal honours, including
the Malaysian titles of Tan Sri and Dato’ Seri. However, he has been the first to
acknowledge that his successes are founded upon the lessons he learnt from his
colleagues and predecessors at United Plantations, and from colleagues elsewhere
in the industry. The remarkable collaborative spirit within the Malaysian palm
industry is one of its most attractive features, not least to the Danes within
United Plantations (UP) with their strong national tradition of enthusiasm for
the co-operative form of business enterprise. A further aspect of Danish culture,
which appeals especially strongly to the modern Malaysian government, is the
enthusiasm shown by successive company leaders – beginning with the founder,
Aage Westenholz – for setting the highest possible welfare standards for the
work-force, within the conventions of the day. 
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For all these reasons the UP saga can be seen as an icon, not only of effective
innovation but also of ethical conduct within plantation agriculture. This view
was reflected in the landmark Malaysian government decision of 1991 that allowed
the original Danish shareholders, in their new role as investors in Aarhus
Oliefabrik A/S, to buy back a substantial stake in the firm. Like the shareholders
of all other foreign firms owning plantations in Malaysia, United Plantations
had been obliged to sell a controlling interest to ‘sons of the soil’, or 

 

Bumi-
puteras

 

, in the early 1980s. Yet UP, unlike all the rest, were allowed – and chose
– to return, this time as business partners with Malaysians rather than as sole
owners, just a decade later. They bucked the ‘globalization’ trend of the 1990s,
within which all new FDI (foreign direct investment) in South-East Asia was
being made by new entrants. They also bucked the ‘decolonization’ trend,
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through which businesses set up in the colonial period withdrew their executives
as well as their capital when faced with pressures for localization.
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Academic views on the ‘decolonization’ trend have been sharply divided.

James Puthucheary, in his classic book written while in detention in Singapore’s
Changi jail in the late 1950s, argued that foreign ownership of the commanding
heights of the Malayan economy was a serious weakness and a glaring injustice
which should be rectified as soon as possible. Mohamed Amin and Malcolm
Caldwell, in a hugely influential collection of essays published nearly two decades
later, reinforced this view. They tried to explain why independent Malaysia had
delayed far longer than most other Asian and African states in nationalizing
foreign enterprises, largely by arguing that foreign firms in Malaya had inherited
exceptional power from the colonial era.
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During the late 1970s and 1980s, as the trend towards localization gathered
strength in Malaysia, and as Tony Stockwell led a fresh wave of empirical research
into the era of decolonization, academic opinion began to shift. Both the late
colonial administration ‘on the spot’ and the foreign firms then operating in
Malaya came to be seen as being weakened by their social and political, as well
as geographical, distance from the metropolitan centre of power. Peter Cain
and Tony Hopkins’s analysis of ‘gentlemanly capitalism’ and the wellsprings of
imperial action, while not applied by the authors to the Malayan case, nevertheless
inspired Nicholas White to see that the gentlemanly club of the City was one to
which few Malayan planters belonged. For a time the economic interests of the
City and of the imperial adventurers had coincided, but by the mid-1950s this
was no longer the case.
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Once the economic interests of the metropolitan and peripheral capitalists

began to diverge, there was no special reason for metropolitan strategists to insist
that incoming leaders of former colonies should tailor their economic policies
to suit the wishes of long-established European-owned businesses. Indeed, the
‘development’ orthodoxies of the 1950s suggested that local smallholders, working
under the direction of an enlightened state, might well prove far better agents
of economic growth – and welfare gains – than the old colonial firms. Tate’s
recent study of the Agency Houses, British-owned firms whose directors formed
the backbone of the Malayan Rubber Growers’ Association, provides ample
evidence to support the view that, as early as the 1920s, these organizations were
reluctant innovators who despised their smallholder competitors, but believed
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that their own survival depended on state policies defending them against the
smallholder threat.
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Fresh support for the view of British planters in Malaya (and their Agency
House backers) as being fragile dinosaurs who came very close to extinction and
to being blown away altogether by the 1950s winds of change has come from
recent studies of the Malayan Emergency and of Malay politics in the era of
decolonization. These accounts certainly have the ring of truth for anyone who
has either lived through the events described or listened to the memories and
read the memoirs of those who did. The authors show persuasively how the fear
of more radical change helped to draw together the last colonial administrators,
and the first Malay leaders of the state that was born in 1957 through 

 

Merdeka

 

(independence). The conservative policies which resulted effectively preserved
foreign ownership and the established management structures of the plantations
sector for decades, despite all the arguments both of protesters and of Western
development planners in favour of change.
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In all the debate over decolonization and development, few voices have
emerged to challenge the academic consensus that the survival of the foreign
firms through nearly 25 years of independent nationhood was a developmental
disadvantage for Malaysia. This silence persists despite the mounting evidence
that rapid nationalization, coupled with inadequate prior development of local
managers, can cause a disastrous waste of the capital assets so painfully (and, as
many would argue, expensively) built up in the form of estates, factories or trading
operations at a local level under colonial rule. There are two main exceptions to
this rule. At a general level, Gerold Krozewski has recently drawn attention to
the fact that, while radical state-sponsored development projects failed elsewhere,
the Malayan economy was going from strength to strength and continued to be
the British Empire’s main dollar earner throughout the 1950s. Since their economy
wasn’t broken, was it a great loss to the Malayan people if the development
planners didn’t fix it? Second, within the field of business history, the out-
standing studies of Unilever by Charles Wilson and David Fieldhouse are soon
to be brought up to date by Geoff Jones. Jones’s recent study of the Agency
Houses, in Malaya and elsewhere, has emphasized that their survival was due to
their imaginative and flexible use of real business strengths, and not only to
colonial discrimination and patronage.
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If Jones is right in arguing that the Agency Houses survived, and indeed
continued to thrive after Merdeka, essentially because they were doing business
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effectively, then their survival is to be celebrated. The saga of United Plantations
lends strength to this view, especially because the records of this firm, unlike
those of the Agency Houses that have formed the main focus of the academic
debate to date, lend themselves to the reconstruction of real cash flows and of
developments at the level of production rather than trade.
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The picture which emerges from these records is entirely positive. United

Plantations’ shareholders, whether Scandinavian or Malaysian, have consistently
ploughed back a substantial part of their profits into assets located in or firmly
linked to Malaysia rather than expatriating the cash generated locally in the form
of dividends or reverse investment flows. Furthermore, the investments which
they have made have often embodied striking technical improvements, both in
planting materials and in processing machinery, that have been successfully
linked to an innovative and flexible marketing strategy. The wealth generated
by the firm has thus been produced through real economic progress, and not as
a byproduct of colonial patronage. Furthermore, work-force welfare has always
been a priority for the management, and consistent attempts have been made
to improve living conditions on the estates, quite apart from maintaining pay
levels sufficient to attract and retain people in an increasingly competitive
recruitment market.
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One of the reasons why the UP saga is such a positive story, and one of the

main features which differentiate it from that of the more widely studied Agency
House operations, is that United Plantations was among the earliest enterprises
to realize the potential of the oil palm. Palm oil and kernels accounted for just
10 per cent of world trade in all oils and fats in 1962–65, as measured by
volume. This share rose to 20 per cent in 1982–85 and 40 per cent in 1997–
2000. Underpinning this rise in market share was a continuous development of
new markets and processing methods that underpinned a spectacular increase
in the range of applications for the more versatile of the two main palm products,
palm oil. Palm oil, indeed, accounted for most of the growth in market share
outlined above. In 1962–65, world exports of palm oil alone accounted for just
6 per cent of the total volume of trade in oils and fats. This proportion had
grown to 17 per cent by 1982–85 and 38 per cent by 1997–2000. In the final
period, world exports of palm oil averaged 13 million tonnes per annum, of which
Malaysia accounted for 8 million tonnes, or just over 60 per cent.
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Many writers have noted that the oil palm has proved the economic salvation
of Malaysia’s plantations sector since the 1960s, without exploring the topic in
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any great depth. Yet the fact that, having switched to palm oil, the Agency House
plantations thrived, raises at least one obvious and highly intriguing question.
Could it be that the mid-twentieth century profitability problems, which under-
pinned the endless lobbying attempts of the RGA for colonial government
support, arose not – as the 1950s development planners supposed – from the
economic inefficiency of plantation enterprises in general but from the specific
characteristics of the natural rubber industry in particular? The Malaysian
rubber industry has been exhaustively studied by both economists and historians,
and it is clear that smallholders were relatively efficient producers within it
while the competition from synthetics drastically eroded the market for natural
rubber, whether smallholder- or estate-produced, after 1940.
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The palm oil industry, by contrast, has offered substantial economies of
scale ever since the 1940s, when technical innovation gave producers access to
improved planting materials and mill-based processing machinery, and when
developments in the world food industry created an expanding market, willing
to pay a premium for the standardized, high-quality product of mill-based
processing. Technical change, allied to a creative marketing strategy on the part
of Bek-Nielsen and his fellow planters, effectively changed the rules of the game
in this one branch of tropical agriculture. At the level of  production within the
oil palm industry, although not within the rubber industry in which no com-
parable changes occurred, the new rules of the game finally gave planters the
edge over the smallholders who, since the 1920s, had been their highly effective
rivals. At the level of international trade, the fortunes of the two agricultural
export industries once again diverged. Unlike natural rubber, where technical
change in the industrial West since 1940 has introduced new and effective com-
petition from alternative products, a parallel set of changes in the case of palm
oil has strengthened the Malaysian product’s ability to compete with rivals on
the world oils and fats market. Since 1960 the Malaysian palm oil industry has
expanded dramatically to become both a major source of export revenues for
the country and a major source of food for the world; and this expansion has
been led by the plantations sector.
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While there is an extensive technical literature and a small body of economic
work on the Malaysian palm oil industry, it has so far escaped the attention of
historians. I came across it by chance while visiting the region in 1987, on a field
study trip with fellow MBA students from the London Business School. At the
time I was about to publish a book on the history of smallholder palm oil pro-



 

Introduction

 

7

 

duction in Nigeria. It was a shock to discover that, at the very same time as the
Nigerian palm oil export industry had been entering a phase of terminal decline,
the Malaysian plantations were embarking on a highly successful and innovative
phase of expansion that continues to this day.

 

15

 

With help from scholars associated with the Palm Oil Research Institute of
Malaysia (PORIM: now part of the Malaysian Palm Oil Board), I was able to
arrange visits to a number of plantations in 1987. These brought me into contact
with United Plantations for the first time, renowned throughout the industry
as an extremely well-managed operation with ‘state-of-the-art’ technology that
welcomes visitors from all backgrounds. On the initial visit it quickly emerged
that United Plantations’ managers were extremely proud, not only of their
current operations but also of their firm’s innovative track record. The workers
too, many of whom were second or third generation, took a keen interest in the
estate communities’ past. Hence, the remembered experiences of the workers,
and the stories still told about the two charismatic founders, Aage Westenholz
and Lennart Grut, and their successors, form a vital part of United Plantations’
community life and culture today. Many people were keen to talk and even
write about their past experiences, and the company records were well preserved.
The wife of a former executive, Carrie Jørgensen, who has a degree in history,
had already edited an excellent collection of materials on the early history of the
company (to the late 1940s) which she generously made available to me.
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A further four-month visit to Malaysia and a one-month stay in Denmark
in 1989 allowed for a more detailed study of all these sources. United Plantations
provided full access to its rich set of company records. At the level of strategy
and finance, the study is founded upon a full set of Directors’ Reports and
Accounts dating back to 1917, including most of the Chairman’s Statements. By
using techniques learnt at the London Business School, it was possible to extract
details of cash flows from these sources.
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At the level of production, a full and fascinating picture emerged from the

internal Annual Reports written by individual estate managers and engineers.
These reports, again, go right back to the start of the palm oil adventure and are
replete with detail on wage levels, housing and welfare schemes; production
costs; major operational changes implemented during each year; and periodic
crises which challenged the status quo. Further colour was added to the story
by the letters preserved in the Chairman’s Correspondence series and by the
reminiscences of those who had lived through the events described. To supple-
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ment and balance the view obtained from internal documents and from interviews
with United Plantations’ staff, further interviews were conducted with industry
colleagues and professional researchers. In England, extensive use has also been
made of the publications of the Incorporated Society of Planters and of PORIM
(now MPOB), which has an office in Hertford.
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The story that has emerged from all these sources still holds a fascination
after 15 years of study. Its initial appeal came from the fact that it is so positive,
unlike all the stories of Third World disasters which cram the pages of our
newspapers in the West. Further interest has come from the detective work
involved in uncovering the roots of successful strategic innovation and business
survival, through a thicket of spectacular political events, social and economic
transformations spanning a full century. Yet perhaps the most enduring charm
has come from the culture and personalities that are revealed as the saga unfolds.
For this reason, the organization of the chapters which follow has highlighted
people, and not merely the drier divisions of theme and period. 

The saga begins with Aage Westenholz’s arrival in the East in 1885. The first
chapter explores his family background, which has been of vital importance
throughout United Plantations’ history as family members have continued to
be closely involved, both as investors and strategists, right into the twenty-first
century. Westenholz’s relationship with his wayward niece Karen Blixen is ex-
plored as a rich source of insights into his generous, compassionate but correct
and hard-headed personality. His adventures with H.N. Andersen and other
Scandinavians in Siam form the prelude to his decision to set up a rubber planta-
tion in Lower Perak and to invite his brother-in-law Commander William Lennart
Grut to join him in 1906. The orderly financial and administrative development
of the new Malayan venture contrasts strongly with the anarchy which had
prevailed in this frontier district before 1900 and with the tough daily lives of
the early planting pioneers.

During the dramatic rubber slump of 1921–22 United Plantations came very
close to bankruptcy, but as profits recovered Commander Grut began searching
for opportunities to diversify the firm’s output in order to spread future risks.
Chapter 2 focuses on his decision to set up a new oil palm estate at Ulu Bernam,
initially administered under a separate company name – Bernam Oil Palms –
but which shared its managers and many board directors with the original firm.
The sister companies finally merged under the name of United Plantations in
1966. From then on the two histories of the Malaysian palm oil industry in
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general, and the Perak estates in particular, are interwoven in each chapter. The
story widens beyond Malaysia to include developments in Sumatra, where the
palm oil plantation industry was pioneered. Later chapters include comparisons
with smallholder production in Nigeria, and an account of technical break-
throughs in the Belgian Congo, together with the story of how these innovations
spread to Malaysia.

The timing of United Plantations’ first investment in the palm oil industry
was unfortunate; the trees matured and began producing fruit only in 1932,
when the inter-war depression was reaching its worst stage. Aage Westenholz and
Commander Grut faced a monumental battle to persuade the shareholders to carry
on financing the planting programme at the expense of their own dividends.
Conditions were equally difficult for the managers and workers on the estates, but
they emerged from the crisis with a new sense of solidarity. This was reinforced
both by Grut’s fiery but loyalty-inspiring leadership style, and by Westenholz’s
philosophical ideals of co-operative working and profit-sharing. Bernam Oil
Palms emerged from the slump as a well-run, cohesive company, poised to
benefit from the new shipping and production technologies which were about
to revolutionize the palm oil industry world-wide. 

Chapter 3 explores the massive shock which then hit the system with the
Second World War and the Japanese Occupation. These events are still vividly
remembered by both managers and workers, and their life stories illuminate the
general history of the era. The war devastated the palm oil trade but, thanks not
least to the valiant efforts of the work-force in protecting the factory, European
bungalows and furniture from post-war looters, the Danes were able to return
in 1945 to estates that had been neglected but not destroyed. A new generation
of managers set to work restoring them, led by Commander Grut’s sons Olof and
Rolf and by the extraordinary, instinctive engineer Axel Lindquist. Lindquist
was an ‘outsider’ within the family firm, but he became essential to its recovery
and to its future reform. He and his wife Ida worked together to obtain the
essential spare parts needed to get the factory going, and he taught himself the
necessary skills to begin making machinery on-site – thus beginning what has
become a highly successful tradition of in-house engineering. Bernam Oil Palms
got off to a flying start in the process of post-war reconstruction and made
spectacular profits in the post-war boom. 

The problem then arose of how to use these windfall gains, and Chapter 4
explores the strategy debates and experiments through which the directors
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attempted to resolve it. Set against the backdrop of the Malayan Emergency and
the move towards independence (

 

Merdeka

 

) in 1957, the story has meaning not
only for the debates on decolonization and development highlighted above but
also for business strategists grappling anew with the issue of how best to invest
plantation-sector profits today. Faced with political instability in tropical host
countries, the temptation so often is to take the profits and invest elsewhere.
However, United Plantations’ experience suggests that this is by no means a safe
option. Investing in agriculture in a new region simply adds unfamiliar environ-
mental hazards to the known risks of local currency exchange rate movements,
international commodity price fluctuations, war and revolution. Investing in a
new sector, for example manufacturing, can add further risks. United Plantations
has had some success with ventures in which it was able to apply managerial
competences already developed in its core operations, but by 1960 its directors
had taken the momentous decision to limit their exposure to fresh risks of this
kind. Unlike the Agency Houses, which as Jones has shown were pursuing the
path of geographic and sectoral diversification with increasing determination
from the 1960s onwards, United Plantations turned back towards the plantations
sector, towards the oil palm and towards Malaysia.
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Chapters 5, 6 and 7 show how this strategy was allied first with a continuing
quest for quality linked with low cost in production, and second with a quest
for integration. While Axel Linquist sought to integrate the production process
right through the chain from seedlings to shipment, Olof Grut and Børge Bek-
Nielsen strove to ensure that the quality gains were tailored to meet the changing
needs of customers in the rapidly evolving world market. At the same time, Rolf
Grut, aided and abetted by Bek and by the inspirational maverick Arne Bybjorg
Pedersen, campaigned successfully to ensure that the firm kept abreast of the
latest technical developments in the Congo and Sumatra. A complete cost revolu-
tion was achieved by the introduction to Malaysia of reliable breeding methods
for the Tenera hybrid oil palm and the associated innovation of the screw press,
which enabled mills to extract the oil efficiently from rich, pulpy Tenera fruit.
United Plantations was quick to adopt both new techniques, and so by the 1970s
was ideally placed to take full advantage of an unexpected explosion in world
demand for palm oil. This arose in turn from separate technical developments
in the West that had enabled refiners to process the red, strong-smelling and
distinctively flavoured natural oil into a bland, white form that was ideal for use
as an invisible ingredient in processed and convenience foods.
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Not content with these achievements, Børge Bek-Nielsen rose to fame in
the 1970s by developing an idea which Olof Grut had cherished for 40 years:
that of making direct sales to Asia and Africa, and developing new products
aimed specifically at end users within these markets. United Plantations’ leaders
thus anticipated, and then naturally found themselves in full agreement with,
Mahathir’s ‘Look East’ policy of the 1980s and 1990s. Marketing matters are
notoriously ill-covered in company archives, as they represent a highly commerci-
ally sensitive area, and for United Plantations it has been possible to reconstruct
only the origins and then the essential outline of the story. However, as shown
in Chapter 8, United Plantations successfully led the way in the development of
this branch of intra-Asian trade. As historians are beginning to argue with
increasing conviction, the growth of intra-Asian trade in general is one of the
great untold success stories of world economic history. Faced with the rise of
American economic and political power even before the end of the cold war,
and still more in the era of Internet-led globalization, it has been all too easy for
Western historians to overlook the growing ability of Asian economies to derive
strength from their links with one another.
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The story of the Malaysian palm oil industry since 1980 has been essentially

the story of growth founded on intra-Asian trade, supported by the technical
and marketing research of PORIM and by the development of a local refining
and end-use manufacturing capacity within Malaysia itself. All these trends
were strongly supported in their earliest stages by Børge Bek-Nielsen, who
argued vigorously both at the industry level and within national policy-making
circles for the establishment of PORIM in 1979 and before that for state
support for the infant refining industry. 

Ironically, United Plantations’ own pioneering Unitata refinery, built inland
and on a relatively small scale, has proved far better suited to the development
of a specialty fats range aimed at high-value Asian and Western markets than to
the bulk oil trade linked in with the more recent development of oleochemicals
plants at Malaysia’s major ports. With the development of the specialty fats
trade has come an increasingly close relationship with the Danish firm of Aarhus
Olie that eventually became the vehicle for the original shareholders’ buyback
of United Plantations shares in 1992. Hence, Chapter 9 concludes with the
wheel turning full circle. United Plantations is once more a Danish as well as a
Malaysian-owned company and once more selling high-quality products at a
premium price to the European market. As shown in Chapter 10, this recent
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period has also seen a return to the earliest days of pioneering planting, with
new jungle developments being made both by United Plantations and by the
new Danish-Malaysian joint venture formed in 1987, United International
Enterprises (Malaysia) Berhad. In developing and publishing new techniques for
dealing with the ecological challenges encountered in the process of expansion,
United Plantations’ managers made a further contribution to the development
of the industry as a whole.

Finally, Chapter 10 brings the story into the age of biotechnology and looks
towards the future. So far, United Plantations has focused on orthodox plant
breeding methods rather than on genetic engineering and has developed profitable
lines of organic produce both in Malaysia and in its offshoot ventures abroad.
However, the Malaysian palm oil industry in general is becoming increasingly
interested in the idea of linking clonal plant breeding techniques to the more
experimental gene technology. There is a very real possibility that the industry
might be on the brink of yet another great leap forward, comparable to the sea-
change of the 1950s – though, unlike the earlier advance, this new one may be
seen to carry such high ethical and environmental costs that it simply cannot
be allowed to happen. 

Whatever the future may hold, the growth of the Malaysian palm oil industry
has been a spectacular success story to date. Within this grander epic, the United
Plantations saga is of special interest not only because of the company’s strong
contribution to the development process but also because of the culture and the
charisma of the people involved. The enthusiasm shown by successive company
chairmen and chief executives for employee welfare, national economic develop-
ment and friendly collboration across both company and ethnic divides can only
partly be explained by economic self-interest and political pressures. The culture
created by the founders Westenholz and Grut, and before them by the pioneering
community of Scandinavians in late nineteenth-century Siam, nourished by
the Danish ideals of the Folk High School and co-operative movements, proved
ideally suited to the new life of a late twentieth-century European business in
an independent Asian state. Børge Bek-Nielsen could surely provide a template
for the new generation of twenty-first-century foreign managers setting up
fresh joint ventures in Malaysia in his easy embrace of the view that, after 

 

Merdeka

 

,
he was a guest in a sovereign Asian country, whose people had every right to a
say in their own economic affairs. 

The ease with which Bek-Nielsen accepted this view was not purely the result
of his own culture and temperament; it also owes a great deal to the character
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of the people he was working with. Malaysia’s national culture, emerging from
the plural society of the colonial era, is not without its tensions but has been
experienced by very many visitors as strikingly hospitable. Throughout a 50-
year career, Bek-Nielsen and his fellow Europeans at United Plantations have
found it congenial to work closely with a wide variety of local staff – whether
Malay, Indian or Chinese in ethnic origin. Perhaps the key moment of truth came
when Bek handed over the chairmanship of United Plantations to Dato’ (now
Tan Sri Dato’ Seri) Haji Basir bin Ismail in 1982. Far from being a bitter pill to
swallow, this proved to be the moment when a firm friendship was cemented.
Two decades of further service as senior executive director have followed, through-
out which Bek and his chairman have sustained a strong creative partnership
which has brought new strength to the firm. In this way, as in so many others,
the saga of United Plantations provides a beacon of hope for the future.
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CHAPTER ONE

 

The Entrepreneur: Aage Westenholz

 

EARLY YEARS IN SIAM

n 1885 a young Danish engineer arrived in the East, one of many Scan-
dinavians who were attracted to Siam as naval volunteers or civil engineers,
and who found themselves especially welcome there because of their status
as citizens of neutral European states, posing no imperial threat. They

were an enterprising and adventurous group; yet even within such a company,
Aage Westenholz stood out. In partnership with his two equally energetic and
forceful compatriots, Admiral Andreas de Richelieu and H.N. Andersen, he helped
to transform Bangkok’s infrastructure and made a fortune in the process. The
capital which was later used to fund Karen Blixen’s famous farm in Africa, and
the first rubber trees at Jendarata, was therefore created in Siam, and had its
roots in the three partners’ rare combination of engineering skills, innovative
flair and hard-headed business sense.

 

1

 

Aage Westenholz came from a family rich in self-made men. His maternal
grandfather was Andreas Nicolaj Hansen (1798–1873), who made his fortune
in the shipping industry. In 1825 Andreas had married Emma Eliza Grut, the
daughter of a vicar on Guernsey. The household was not altogether happy and,
in reaction to this, the Grut rather than Hansen family name was later adopted
by two of Andreas’s and Emma’s 12 children, Edmund and William. Their descend-
ants in turn, under the family names Grut and Knudtzon, were later to play
important roles in the UP saga. Aage’s mother, on the other hand, remained her
father’s daughter. Mary Lucinde (1832–1915) kept the name Hansen until she
married, and chose a husband some 17 years older than herself, cast in her
father’s entrepreneurial mould. The son of a town clerk from northern Jutland,
Regnar Westenholz had grown wealthy through exporting Danish corn, especially

I
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during the profitable years following the repeal of the British Corn Laws in 1846.
He retired in 1852 to the country estate of Matrup, near Horsens in central
Jutland, and married Mary Lucinde the following year. Aage was the fourth of
their six children, born on 18 April 1859. 

This prosperous household was thrown into disarray in 1866 when Regnar
died, leaving his widow to care for their children and to administer his estate on
behalf of his elder son, Asker. The children were brought up in a strict and
cloistered atmosphere. Aage’s sister Ingeborg was to break out at the age of 25 by
marrying the adventurous soldier and traveller Wilhelm Dinesen. The marriage
ended abruptly with Wilhelm’s suicide in March 1895, but not before it had pro-
duced a remarkable daughter, Karen Blixen (Isak Dinesen), who was to become
a world-famous traveller and storyteller. Judith Thurman’s outstanding biography
of Blixen highlights the stifling effect of the upright bourgeois milieu within
which the descendants of Andreas Hansen lived in Denmark and helps to explain
the quest for adventure which animated so many of them. Aage Westenholz
himself figures in the Blixen story as the stern uncle who financed her Kenyan
coffee farm but who could not support it forever. In Karen Blixen’s letters to her
mother and brother, he appears from time to time in the guise of a hard-headed
businessman with little sympathy for non-bourgeois values; but perhaps they
had more in common than she realized, for in the very year of her birth, in
1885, Aage had launched forth on his own voyage of discovery and sailed for
the East.2

When he first arrived in Bangkok as a newly qualified civil engineer, aged
26, Aage Westenholz began working for the Bangkok Brick and Tile Company.
He then became manager of the Bangkok Tramways Co., Ltd., which was given
a tax-free concession by King Chulalongkorn in May 1887. This company had
an influential Danish chairman, Andreas du Plessis de Richelieu, chief naval aide
to the king; but it suffered from a shortage of cash. The partners sought capital
by public subscription from English shareholders, and in 1888 they opened their
pioneer service, a car drawn by local ponies along a 4-mile track between the
palace and the main wharf of the Bangkok Dock Company on the Chao Phraya
River. Eventually this service expanded to use over 300 ponies, and in 1891
Westenholz travelled to America to study electric tramways and power generating
systems there. On his return to Siam he electrified the existing Bangkok tram-
way, some ten years before an electric tramway system was constructed in
Copenhagen. He also became involved in a new venture, the Paknam Railway,
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for which Richelieu had obtained a royal concession in 1891. Once again there
were financial difficulties, eventually resolved by an investment of 172,000 baht
from King Chulalongkorn. The 25-kilometre railway was eventually completed
in 1893 and ran successfully as Siam’s only private line until 1936, when it was
taken over by the state.3 

Despite Westenholz’s technical successes in the field of railed transport, he
was always reluctant to remain stuck in one groove. On 16 July 1893, in the face
of a threatened French naval attack on Bangkok, he enlisted in the Siamese navy
as a private. Almost immediately his bravery and his skills, not least his fluent
command of the Thai language, were recognized and he was given the com-
missioned rank of captain. Naval and military matters were to remain important
to Westenholz throughout his life; he attached great importance to the discipline
and fortitude which a military training could produce. The sea captain and author
Christmas Moller, who knew him in Siam, described him as being brisk and
sure in his movements, on the move early and late, but hesitant in his speech
because he wanted to choose exactly the right words to express his thoughts. Con-
temporary portraits bear out this impression of military precision, showing a
slim, straight figure with a neat moustache, penetrating eyes and a firm chin.
Moller also wrote that he was hospitable to a fault, a great arranger of games
and dispenser of kindly advice, much liked and admired by all the young Danes
who knew him. Nevertheless, even while at play he retained his dignity, as
shown in a revealing photograph taken by Karen Blixen’s brother Thomas in
1921. Sitting in the grass on a Kenyan hillside, his legs relaxed and his hands
toying with a picnic mug, Westenholz’s back remained straight, his shoulders
well-thrown back and his jaw firm.4 

Clearly, the mature Aage Westenholz was a man of great self-control and a
man who respected this quality in others. He did his best to encourage its
development in young Danes by a variety of means. In 1907 he wrote a stirring
memorandum calling for improvements in the morale and training of Denmark’s
defence forces, and on his retirement from the East in 1911 he became involved
in various projects, including a group of bicycle scouts and a motorcycle corps.
His grandest adventure came during the years following the Russian Revolution
of 1917, when he became caught up in the struggle of non-Bolshevik Baltic
states against their strong eastern neighbour. Politicians in countries like Finland,
Poland and Lithuania saw in the revolution an ideal opportunity to break free
from Russian political domination, although there were profound divisions of
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opinion on whether this should be done in alliance with the Russian Bolsheviks,
or in opposition to them. In the latter case it was vital to have outside support,
as the Finnish White Guards found in appealing to both Sweden and Germany.
Aage Westenholz’s personal opposition to Bolshevism combined with the lure
of such nationalist appeals to draw him into the Lithuanian campaign, in which
the troops of independent Poland and Soviet Russia fought for control of the
Lithuanian capital, Vilna, in January–April 1919. Westenholz raised and equipped
a private army of about 3,000 men at his own expense. His family viewed the
venture with mixed feelings, and Karen Blixen criticized her uncle vigorously
for his involvement in what she saw as an anti-democratic struggle. In the event
the expedition was not a military success, but it provided a good testing ground
for potential managers. Several officers from the Westenholz Volunteer Corps
became estate managers for United Plantations in the 1920s, including Major
A. ‘Fatty’ Paulsen, who remained with the company from 1921 to 1934; Ivar
Paulsson (1925–31); and  V. Thorbjornsen (1925–30), the first general manager
of Bernam Oil Palms.5 

Back in the 1890s, however, Westenholz left the Siamese Navy once the French
naval threat to Bangkok was at an end and returned to his earlier work on the
city’s newly electrified tramway. In  1895 he found a fresh challenge and joined
the Siam Land, Canals and Irrigation Company, who were working on the
Rangsit canal just north of Bangkok. Westenholz worked on the innovative lock
gates which enabled the Rangsit system to retain water for cultivation. He also
designed a huge wind-powered tricycle, with six-foot wheels and an enormous
sail, which could be used to cross the paddy fields.6

Meanwhile, Andreas de Richelieu had gained the rank of admiral and
commander-in-chief of the Siamese navy and had decided to join forces with
H.N. Andersen of the East Asiatic Company in his most ambitious business
venture to date: the creation of a new company to generate and supply electricity
to Bangkok. Such a project could not fail to excite Westenholz, and he agreed to
become manager of the new concern in 1898, a post which carried with it a seat on
the board. The Siam Electricity Company quickly became profitable, taking over
the Bangkolem and Samsen Tramway Companies by 1901 and moving all their
generating equipment to a central electric light station at Wat Lieb, Bangkok.
Westenholz’s earlier experience with tramways helped him to manage the united
concern with great efficiency, and by the time Andreas de Richelieu and his
younger brother Louis retired from the East in 1902, Westenholz had become
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the dominant force in the firm’s affairs. In 1903 he became chairman of the
Board of Directors and remained at the helm until 1927. By 1906 he was actively
promoting new business ventures of his own. One such venture was the Menam
Motor Boat Co., Ltd., which ran steamers along the Chao Phraya River, and
may be seen as a logical extension of Westenholz’s earlier interest in transport
innovations. The second was far more adventurous and marked a radical break
with his earlier career. This was the Jendarata Rubber Company, set up to
exploit the opportunities which had newly arisen under British colonial rule in
Siam’s southern neighbour, the Federated Malay States.7

No records survive of the early shareholders in the Jendarata Rubber Company,
but the Siam Electricity Company was Jendarata’s main promoter and it probably
held a large proportion of the new shares. Certainly, the new company’s seat
was in Bangkok, although its nationality was Danish and it had an attorney in
Copenhagen. Three out of the five original directors were also on the Board of
Siam Electricity: Aage Westenholz, who was chairman of both companies; H.
Dehlholm, who was vice-chairman of the new venture; and Captain T.A. Gottsche
of the Siamese navy. The first estate manager at Jendarata, Captain Frederik von
Zernichow, was a veteran of the Siamese provincial gendarmerie. Zernichow and
one Vilhelm Gedde, who was based at Jendarata, formed the last two members
of the board. It can thus be seen, not only that the Jendarata Rubber Company
was very closely linked to Siam Electricity, but also that its board consisted solely
of Eastern residents. This stood in contrast to the situation at Siam Electricity,
where four out of the ten directors lived in Copenhagen. The Jendarata Rubber
Company was essentially an Eastern spin-off venture from Siam Electricity, with
an unknown contribution from private Bangkok investors and from the promoters’
families back in Denmark.8

Aage Westenholz’s motive for establishing the Jendarata Rubber Company
was essentially financial. By 1906 the Siam Electricity Company’s profits from
tramways were levelling off, and he was seeking alternative outlets for the funds
still flowing in from its power supply business. The rubber boom had just begun
in Malaya, but Westenholz was reluctant to invest in rubber in the way which
was becoming normal at the time – that is, indirectly, through one of the many
small companies which were being floated on the London Stock Exchange under
the auspices of large British trading houses like Guthrie’s. Siam Electricity pro-
moted the Jendarata venture itself, ‘on the principle that this Company should
avoid investing in concerns off which the cream has been taken by other
promoters (“skimmed milk”)’.9 
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RUBBER IN PERAK

Westenholz ventured into the Federated Malay States at a particularly auspicious
moment. Thirty years earlier it would have been inconceivable to plant rubber
in the Bernam region, in the far south of Perak. The crop itself was virtually
unknown and the region was a thinly populated border zone, the lawless lair of
pirates and smugglers. British officials were only just setting foot in it and took
little interest in the land itself or in its agriculture. Their main concerns were to
explore the rivers, control the tin and opium trades and identify the local leaders
most likely to co-operate. Only slowly, and almost by accident, did they create
the conditions under which, by 1906, rubber could be successfully planted at
Jendarata.

Barbara Watson Andaya, the leading modern historian of Perak, paints a
vivid picture of the Bernam region in the late eighteenth century as a ‘canker
area … underpopulated and undergoverned … low-lying, unhealthy and in-
fertile.’ Its main inhabitants were a group of rebellious junior royals from Kedah,
who subsisted miserably on home-grown rice and piracy. By the late nineteenth
century, little had changed. The Bernam region remained a thinly populated
boundary area between the states of Perak and Selangor, with a few fishing
villages near the Bernam River mouth and some rice cultivation further up-
river. It does not even rate a mention in John Gullick’s very thorough survey of
contemporary Malay society and is treated only briefly in the writings of con-
temporary travellers.10

Frank Swettenham was the first British official to visit this remote region,
travelling there in a spirit of curiosity and adventure in 1875. His journey can
be followed on Map 2.11 Swettenham set off by steam launch on 7 February,
travelling south from the British base at Bandar Bahru on the Perak River to the
settlement then called Durien Sebatang (now known as Teluk Intan and in the
colonial period as Telok Anson). Here the Perak River bends sharply westwards
and is joined by the Bidor River, flowing in from the east. The Bidor River was
too small for Swettenham’s steam launch, and so he continued up it by oar,
striking off after a further day’s travel up the Songkei (now Sungkai) River,
which flows further south and is smaller still. After some heavy poling the party
reached Songkei, where they switched to a smaller boat, and after a further day’s
journey set off on foot to Trolah (now Terolak). One more day spent tramping up
and down hills, past hot springs and through thickets of bamboo, and wading
waist-deep through three rivers, brought Swettenham to Slim (now Selim). Tin
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mining had just begun in this region, which was well populated but very poor,
and whose rulers were keen to assist Swettenham. He in turn was eager to
explore the direct river route from Slim to the coast, not least because he had
hurt his foot coming down the last hill and could no longer bear to wear socks
and shoes. A five-man dug-out was brought from ten miles away, and on 13
February he set off down the Slim River, heading for the Bernam region.12

After two days of ‘very exciting and enjoyable’ adventures shooting rapids,
and more tiresome manoeuvres dodging half-fallen trees and dragging the boat
over fallen logs, Swettenham’s party reached the Bernam River at ‘Kwala Slim’
and camped overnight on a deserted sand-spit. It took them a further three
days to reach ‘Raja Itam’s place’, where the steam launch had been sent to await
their arrival. Raja Hitam, a Selangor royal, controlled the Sabak Bernam region.
He was known to Swettenham because Sultan Abdullah had decided to grant
Hitam temporary rights over the Perak side of the river too, at a meeting which
Swettenham had attended. Raja Hitam’s place thus represented a frontier post
for the administration, a point to which they already knew that the Bernam
River was navigable and where a launch could wait in safety. However, it was a
long way from Kwala Slim, about 120 winding river-miles as estimated by
Swettenham during his journey, and he soon began to wish fervently that he
could summon the launch to meet him mid-way.13 

On their first day on the Bernam River, Swettenham and his companions
were plagued by wasps, terrified by crocodiles, confused by forks in the river
and heard no sound save the shrieks of birds and the crashings of elephants in
the jungle. They camped overnight near Changkat Mentri, now a landmark on
United Plantations’ upriver estates, where Swettenham noticed that the river
was beginning to show the influence of the tides. He was sure that his steam
launch could have penetrated that far upriver. The following day brought an
encounter with a boat coming upriver from Raja Hitam’s place, followed in the
late afternoon by their first sighting of a house. Rowing through the night in
torrential rain, they passed a further 50 or 60 houses, ‘almost all new’, before
reaching Raja Hitam’s kampong in the early afternoon of 17 February. From
here to the sea the region was well populated, especially on the Selangor side,
where fishing stakes extended well out into the river. Nevertheless, the people
took care to live and bathe at a distance from the crocodile-infested banks.14 

Swettenham concluded that the Bernam was ‘a magnificent river’, but it
remained true that it was surrounded by a wild and forbidding region. The dense
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jungle was home to few if any people; its main inhabitants were barking deer,
elephants, rhinoceros and black buffaloes, together with the occasional tiger.
The area was very loosely controlled by Raja Hitam; it harboured at least one
political fugitive, Raja Dolah of Klang in Selangor, and on the Perak side it was
the location of a profitable opium trading route operated by one Raja Laxamana
(also known as the Laksamana). This route ran through the jungle between
Hutan Melintang on the Bernam River and the Jendarata River, which flows
into the Perak River.15 

The next British visitor to the region was Swettenham’s superior, J.W.W.
Birch, who had been appointed the first British resident to Perak in November
1874. He was drawn to the Bernam River in October 1875 by a rumour that
Raja Dolah was about to become involved in a revolt against the sultan of his
home state, Selangor. Once there, Birch decided to tighten up the system of tax
collection in the riverside settlements, and he persuaded Raja Hitam to delegate
this task to his brother, Raja Indut. Indut also promised Birch to cut a path through
to the Jendarata River from Hutan Melintang, on the Bernam River. Birch hoped
that once the road was cut, increased movement and settlement along it would
halt Raja Laxamana’s opium trade, which he viewed as smuggling.16

Birch was highly unpopular in Perak, and he was murdered just two weeks
after his visit to the Bernam region. The Laksamana’s smuggling career was
brought to an unexpected close as a result: as one of the ten Perak chiefs implicated
in the murder, he was arrested in September 1876 and exiled to the Seychelles.
Raja Hitam, who had remained loyal to the British throughout, quietly took over
his trade. By June 1877 the administration were well aware that he was growing
rich by bringing opium surreptitiously from Selangor into Perak, exploiting the
fact that the government import tax on opium was twice as high in the latter
state. Yet Hugh Low, who served as resident in Perak from 1877 to 1889, preferred
to avoid confrontations with the few remaining local leaders. He proved an
extremely effective administrator, who persuaded the rajas and village penghulus
to co-operate with his policies by generosity rather than through force. He
established a political climate in which Europeans could feel safe; but he spent
very little on path clearance, and it was not until Swettenham’s residency in
Perak, 1889–1895, that the region’s rail and road infrastructure was put in
place. A road along the route recommended by Birch was eventually cut and
now forms part of the main trunk route from Kuala Lumpur to Teluk Intan.
This road marks off the western boundary of Jendarata Estate, and the early
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planters could hardly have done without it. Together with the orderly administra-
tion established by Low, it enabled Aage Westenholz to move confidently in
1906 into territory which just 30 years before had been uncontrolled and
virtually uninhabited.17

Westenholz was among the first plantation entrepreneurs to see the attractions
of Lower Perak. During the nineteenth century, Chinese tapioca, gambier and
pepper planters preferred to concentrate on Johore, Malacca and southern
Selangor, which were closer to the lucrative Singapore market. Meanwhile, Euro-
peans tended to leave the safe haven of the Straits Settlements (Penang, Malacca,
Singapore and Province Wellesley) only in order to seek out the hilly land on
which coffee could grow. The rise of a sugar industry in the mid-1880s attracted
their attention to low-lying coastal areas, but within Perak the European sugar
planters were slow to move south from their first base in Krian, just south of
Province Wellesley. In 1898 John Turner made a pioneering investment in the
Lower Perak region, planting sugar cane on the Rubana and Nova Scotia Estates.
But this investment came just a few years before the sugar industry began to
decline in 1905. Sugar exports from Perak had virtually ceased by 1914; most
estates had been replanted with coconuts, though rubber had taken over on
Rubana and Nova Scotia.18

One especially imaginative European planter, Thomas Heslop Hill, had begun
planting rubber as a shade tree on his coffee estates as early as 1883. However,
the crop did not catch on within the planting community as a whole until the
mid-1890s, when H.N. Ridley began distributing rubber seedlings from the
Singapore Botanical Gardens, and when coffee prices collapsed while rubber
prices soared. Fungoid diseases and pest problems on coffee estates accelerated
the growth of interest in rubber. Between 1895 and 1904 many hillside coffee
estates were replanted with the new crop, and from 1897 the Federated Malay
States were offering land concessions on fixed, low rents to rubber planters only.
Selangor and central Perak were the most popular areas at first, but by 1905 the
scramble for land was reaching all districts with reasonable river or rail trans-
port facilities. By December 1906 there were 87 estates within Perak alone, with
a total of 12,000 planted hectares, of which 60 per cent had been planted in 1906
itself.19

Aage Westenholz arrived in Perak at the height of the boom. In Lower Perak
alone, a further 5,300 hectares of virgin jungle were applied for by would-be
planters in 1906, including the 750 hectares applied for by the Jendarata Rubber



The UP Saga

28

Company itself. The Jendarata Rubber Company was thus one of a crowd – but
it was unusual in being promoted before the land was granted, and in the strong
links outlined above between the owners, the promoters and the local managers.
Most of the planters who were applying for land in Malaya at this time were
adventurous individuals, who would form companies only at a later date, often
once planting had already begun. Relatively little capital was needed to start up
an estate, but heavy investment was required to extend planting across the full
area of land granted and to sustain the venture through the five years of careful
tending needed to prepare the trees for tapping.20

Most of the companies floated to finance the new rubber estates were
London-based and were promoted through the ‘agency house’ system. A few were
floated locally in Penang or Singapore, attracting investment from Europeans
resident in Malaya or Shanghai, but even among these companies, several were
later refloated in London, taking advantage of the much greater financial resources
of the imperial capital. In either case, the newly created company would raise
funds on the strength of its land assets. Within the ‘agency house’ system, the
flotation would be arranged by one of the large merchant houses of Singapore,
whose London office would act as guarantor of the new company’s integrity for
the British shareholders. The merchant house would also act as ‘managing agent’
to the new concern, supplying all its inputs, handling the sale of its produce and
advising on its management. Often some kind of commercial or financial
agreement had existed between the individuals concerned and their future
agents, even before the advent of rubber. This was especially true of planters
who were shifting from coffee to rubber in the late 1890s. For example, Thomas
Heslop Hill had borrowed money from Tom Scott of Guthrie & Co. in 1877, at
the start of his coffee-planting career. Hill later sold his main Perak estate,
Kamuning, to a consortium including Tom Scott. Guthrie’s acquired the agency
for this estate in 1896, which marked the beginning of their plantations
business.21 

Clearly there was great scope for profit-taking by the Singapore/London
merchant houses within this system – sometimes through their direct involve-
ment in the sale and purchase of land, as well as through the commissions
which they charged for their professional services. Westenholz therefore had
every reason to be wary of buying shares in their ‘skimmed milk’ client
companies. Yet his decision to make a direct investment had much wider
implications than this simple one of concentrating the profit in fewer hands.
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The concentration of profit sprang from a concentration of ownership and
management control that in turn made for an unusual closeness of communica-
tion and of purpose that remains one of the hallmarks of United Plantations
today. Local managers, board members and owners have remained closely linked
– often by personal ties of friendship and family. Such links have continually
renewed the company’s distinctive culture, which over the decades has proved
capable both of sustaining loyalty and of fostering innovation. 

EARLY YEARS AT JENDARATA

Rubber cultivation began at Jendarata in 1907, when 255 hectares of jungle were
cleared and planted up. Over the following four years a further 475 hectares
were brought under cultivation, leaving just 20 hectares for houses, roads and
factory buildings. These bare statistics are the only record which now remains
of the first years at Jendarata, a time of toil and struggle both for the pioneering
managers and for their indentured Tamil work-force. Not least among their
difficulties must have been that of communication – Danes from Siam can have
had little preparation for life in a society where the dominant languages were
English, Tamil and Malay. Added to this difficulty were those of health, food
and safety in the wild Bernam region, where elephants and other wild animals
were slow to concede defeat. The jungle itself was difficult to clear; sometimes
drainage was needed even before the first trees could be felled, because the low-
lying ground was soft and marshy. The initial rounds of felling and burning had
to be followed by more clearing of the lighter surface vegetation and then by
repeated campaigns against lallang, the fast-growing grass which could strangle
young rubber seedlings. No ground was cleared without a compelling reason,
as can be seen in a rare surviving photograph of the first Jendarata Bungalow.
Built in 1906, this was a simple wooden structure with a plain atap (palm-frond
thatch) roof, fronted with a garden of rubber seedlings and backing straight on
to the jungle. Home comforts were few and far between, and the isolation of the
planters was great.22

Despite the difficulties of this pioneering life, the planters and their work-
force managed to produce a healthy stand of rubber trees, and tapping began in
1911. A factory was erected, and 33,000 lbs of saleable rubber were produced.
As the demands of this work grew, and as revenue began to flow in, the
European staff of the estate grew to include an engineer, O.F.V. Busch (later to
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join the Westenholz Volunteer Corps) and five planting assistants, including
Manager Zernichow’s brother. The managers on the estate began to form a
community and to become more involved in the affairs of the planting fraternity
as a whole, especially when the Jendarata Rubber Company joined the Rubber
Growers’ Association in 1913. Finally, the shareholders began to see results when
the company paid its maiden dividend, of 10 per cent for the year 1912.23 

The question now arose of how the remaining profits should be reinvested.
The rubber industry had already experienced a marked slump in 1907–08, followed
by an equally marked boom in 1909–10. By 1912 prices were beginning to
decline again and, as John Drabble has shown, this decline was to continue
throughout the next decade. Hence the wisest course for an investor was clearly
to diversify; and this is what Westenholz chose to do. Jendarata Estate was
expanded through a fresh land concession of 200 hectares, which were planted
up with coconuts between 1912 and 1914. The choice of coconuts was not
accidental: Malay farmers had long appreciated the strength of this palm when
grown on alluvial coastal soils, and it had been the first choice of Perak planters
when they made their first switch away from sugar, on the eve of the rubber
boom.24

Jendarata estate manager’s bungalow, 1906
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Although his plantation venture was thriving, Westenholz himself was now
in the process of retiring from the East to his family home, a small estate at
Birkerød, now a suburb but then a rural area, near Copenhagen. In 1910 he had
handed over control of Siam Electricity to his wife’s brother, Commander
William Lennart Grut (1881–1949). The family connection was extremely close,
for Mrs Westenholz, nee Ellen Margrethe Grut (1875–1957) was the grand-
daughter of A.N. Hansen. Her father, William Grut-Hansen, had served in the
Danish army but became disillusioned following the loss of Schleswig-Holstein
to Germany in 1864. He then decided to make a new life in Sweden and settled
at Gammelstorp near Lake Vaenern. W.L. Grut had been brought up there and
had begun his career in the Swedish navy, but following the marriage of Aage
and Ellen in 1903 he became increasingly interested in the East. In 1906 he
travelled out to join his brother-in-law and found himself committed to a
permanent tie with Asia even before he had arrived. On the long sea journey he
made the acquaintance of Helen Aiko Conder (1883–1974), the daughter of
Professor Josiah Conder, the first English professor of architecture at Tokyo
University, and his Japanese wife Kume Maeba. With typical decisiveness,
Lennart became engaged to Helen before the voyage was out, and they were
married in St Andrew’s Church, Tokyo, on 8 November 1906. Returning to
Bangkok, he resumed his training at Siam Electricity, and by 1910 he was
sufficiently experienced to take over Aage’s leading role there. He also became
general manager of the Jendarata Rubber Company.25

Having handed over the management of his Eastern ventures, Aage
Westenholz now became anxious to relinquish their ownership and to acquire
fresh assets closer to home. In 1912 he sold a large stake in both Siam Electricity
and Jendarata to the Belgian consortium of Jadot & Co., which agreed to retain
all the staff employed at the time of the takeover. Jules Jadot himself was a
Bangkok accountant, who had worked together with Lennart Grut in the Siam
Electricity Company. However, the promised continuity was not so easily
achieved in practice. By May 1913 Grut had withdrawn from the management
of Siam Electricity and was becoming involved in an independent concern, the
Siam Cement Company. Meanwhile, Westenholz had failed in an attempt to
persuade another member of his family to take on the management of his
Malayan venture. When Karen and Bror Blixen became engaged in December
1912, he had invited Bror to exchange his dairy farm at Stjarneholm in Skane,
Sweden, for the rubber plantation. Bror was enthusiastic about this for a while
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– until the more tempting project of Kenyan coffee farming was suggested by
another uncle. In the event, Aage put up half the cash needed to buy the Kenyan
farm, while retaining his interest in Jendarata. Meanwhile, three Brussels-based
directors (Charles Charlier, Victor Dooms and William S. Hulze) had joined the
Jendarata board, and plans began to be made for the establishment of a Brussels
office for the company.26

These plans were thwarted only by the outbreak of the First World War in
August 1914. Belgium became a major theatre of war and communications
between Brussels and the British colonies in the East became impossible.
Denmark’s neutral status left her Jendarata board members in a far better
position to maintain contact with their colleagues in Bangkok and their staff in
Malaya; yet even in the Danish case, travel restrictions made it impossible for
European-based board members to maintain a personal involvement in the
company’s affairs. Thus, although the Jendarata Rubber Company’s head office
had been moved to Copenhagen in 1914, the real architect of the firm’s fate
during the war years was Commander Lennart Grut, who was still residing in
Bangkok and who made regular visits to the estates.27 

Under Commander Grut’s supervision a tight discipline was maintained on
the estates. He had a well-known and passionate antipathy to lallang, the
choking grass which was so quick to appear in the fields if weeding was
neglected and would tour the estates on his bicycle looking for it. An assistant
could be given 24 hours’ notice if lallang was found in his fields. However,
Commander Grut was warm in his support of those who passed muster. Two
assistants from this period, Thorkild Dahl and a Swede, Sven Hallen Schwartz,
eventually rose to become directors of United Plantations on their retirement
from the East in the 1920s. During the war itself, their job involved plenty of
challenge and excitement, with the opening up of fresh estates and the takeover
of the formerly German-owned Rajah Una Company.28

The wider economic context of the Jendarata managers’ activities was still
dominated by the fluctuating fortunes of the rubber industry. During the early
years of the war, Singapore rubber prices held up well, as the loss of German
markets was offset by a tremendous growth in demand from the American
automobile industry. Nevertheless, Commander Grut remained keen on
developing Westenholz’s policy of diversification into coconuts. This was an
unusually far-sighted view, as most of his European contemporaries in Malaya
were continuing to expand their rubber holdings, at least until the entry of the
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United States into the war in 1917, which led to an abrupt shift of American
industrial energies from automobiles to armaments. The wisdom of the Grut–
Westenholz strategy became even more clear during the years which followed.
Shipping shortages led to a large build-up of stocks in the East in late 1917,
continuing throughout 1918. The depressing effect of these stocks on post-war
prices had hardly begun to lift when the dramatic industrial slump of 1921 once
again curtailed demand for rubber in the West. The new Malayan plantings of
1914–16 became an economic liability, and the voluntary output restriction
schemes of the Rubber Growers’ Association gave way to the government-
sponsored Stevenson Scheme (1922–28).29 

Within this turbulent context of war, boom and slump, the Jendarata Rubber
Company continued to thrive and grow. Two hundred hectares were acquired
in 1914 and planted up with coconuts by 1916. A further 800 hectares of peaty
jungle land were then obtained, bringing the total Jendarata holding to almost
2,000 hectares – two and a half times its size in 1906. The rubber boom meant
that a record profit was made in 1916, and a record dividend of 80 per cent was
declared. Meanwhile, Westenholz had started a new venture, the Westenholz
Brothers Estate, located on the south bank of the Bernam River just opposite
Jendarata, and shown on Map 3. This was to become the heart of today’s Sungei
Bernam Estate. It contained 470 hectares of jungle land, of which 410 were
cleared and planted up with coconuts in 1914–15. These stands were flanked on
either side by the Erik and William Estates, both belonging to the Rajah Una
Company, comprising 670 hectares which were cleared and planted with coconuts
between 1913 and 1915. Aage Westenholz seized the opportunity to acquire
these estates when they were expropriated from their former German owners
after the outbreak of the First World War. At the same time he purchased the
Corner Coconut Company from Straits Plantations Limited. The Corner estate
consisted of 620 hectares of jungle land, which were planted up with coconuts
between 1914 and 1917 under the supervision of the new Rajah Una manager,
a former Jendarata assistant called Naested. From Straits Plantations’ point of
view the estate had been isolated, lying across the Bernam River from their main
holdings on the Bagan Datoh peninsula. However, it made a useful addition to
William, Erik and Westenholz Bros. Estates, neatly filling the gap between the
northern boundary of William Estate and a sharp bend in the Bernam River. All
four estates, low-lying and wetter than Jendarata, were plagued with malaria and
cholera. Managers had to continue fighting these diseases for decades – not least
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by constructing and maintaining an effective drainage system. However, the
environment proved ideal for coconuts, which are still the major crop here and
on the equally low-lying and swampy Bagan Datoh peninsula to the north.30

THE PLANTATIONS UNITE

Once the Corner, Westenholz Bros and Rajah Una Estates had been planted up
and were almost ready to come into bearing, Westenholz’s thoughts turned
towards the legal framework surrounding their administration. It clearly made
good practical sense to combine the neighbouring Corner, William, Westenholz
and Erik Estates into a single managerial unit. The linking of this unit and
Jendarata within a single corporate framework also seemed eminently sensible.
The existing practice of moving managers between the various estates allowed
the company to make flexible use of their skills and allowed individual planters
much greater scope for career development and variety than would have been
possible within a single estate. A further point in favour of union was that the
1,750 hectares of coconuts in the estates south of the river provided an admirable
complement to the 750 hectares of rubber at Jendarata that Grut and Westenholz
planned to expand to 1,150 hectares by the end of 1918. Fluctuations in the
rubber market could be offset by revenue from coconuts to cushion the company
against financial risks. Finally, the way in which the amalgamation was organ-
ized allowed the Belgian shareholders to withdraw gracefully from a venture
which no longer attracted them in the way it had in the optimistic days before
the war.31

On 19 December 1917 the formal amalgamation took place. The Belgian
shareholders disappeared from the board, which now had eight members in
Copenhagen, three in Bangkok and one in Malaya. Aage Westenholz was the first
chairman, a post he held until his death on 23 December 1935. Commander
Grut, the vice-chairman, was based in Bangkok, where he was supported by
Herluf Elsoe and by a young adviser in the Ministry of the Interior, Richard
Dudley Craig. Several of the Copenhagen directors were former associates of
Westenholz’s from the Siam Electricity Company: Captain Aage Jonsen, formerly
of the Siamese navy; Commodore J. Tuxen; Lieutenant-Colonel Torben Grut;
and Otto Benzon. The two last named, together with A.N. Hansen (later A.N.
Grut) and the lawyer Thorkild Knudtzon, were also members of the extended
Grut/Westenholz family. Finally, N. Stoltz completed the list of Copenhagen
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members, while R.H. Phillips took over from Vilhelm Gedde as the only board
member resident in Malaya. Phillips acted as the Copenhagen board’s visiting
agent from 1918 to 1923, a role which was well established in Agency House
concerns but unprecedented in Westenholz’s companies. He wrote annual reports
on the state of each plantation that were displayed in the Copenhagen office and
summarized with pride in the directors’ Annual Reports. When he retired from
the East, however, he was not replaced. Given Commander Grut’s strong personal
interest in the estates, it may be concluded that a second visiting board member
was hardly needed – except, perhaps, to reassure new shareholders during the
early years of the amalgamated company’s operations.32

At the time of amalgamation the various estates were valued at a total of
£397,000. Jendarata Estate was the most valuable (£282,000), reflecting the
high profits which could still be earned from rubber despite the long-term price
decline which had set in. In 1918, the gross profit margin on rubber sales
amounted to 45 per cent of revenue, and although war taxes absorbed roughly
half the resulting profit, it was still possible for the new shareholders to receive
a dividend of 5.5 per cent on their investment. This investment included the
£115,000 which was sunk into the coconut estates across the river, now amal-
gamated into one Sungei Bernam Estate and expected to begin bearing only in
1919.33 

The previous owners of the various estates were reimbursed by being issued
with shares in United Plantations that they could then sell if desired through
the Copenhagen or Bangkok offices. A further £43,000 in shares was sold at par
during 1918, to finance the further development of the estates. It is difficult to
tell who the first shareholders were, or how quickly the Belgians sold their
shares, since the earliest surviving list of shareholders dates only from 1929 and
covers only the Copenhagen and London lists, omitting the Bangkok residents
who still accounted for 21 per cent of United Plantations’ shares. However, of
the shareholders recorded, Belgians accounted for only £4,200 of shares. The
overwhelming majority of shareholders were Scandinavians, with individual
holdings rarely rising above £5,000 and often falling below £2,000. Aage
Westenholz was the single largest shareholder, with a holding of £29,200; his
wife and children owned a further £51,100.34

In the first three years after the merger, business continued much as before.
The years 1918–20 were exceptionally good for rubber, and much profit was
ploughed back into fresh planting on the virgin land acquired in 1916 at
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Jendarata. By 1921 Jendarata’s rubber land had expanded to a total area of 1,420
hectares – almost double its extent in 1916. Yet the policy of diversification had
not been abandoned. The company retained 2,130 hectares of coconuts on both
Sungei Bernam and Jendarata Estates and launched out into a new venture on
Sungei Bernam, where indications of mineral oil were found in 1918. A Captain
Rappoport was commissioned to direct experimental borings; the drilling rig
arrived in 1920 and a test well was sunk to a depth of 120 metres. Straits $100,000
was spent in this way, before a renewed slump in the rubber market in 1921
forced the company to limit its efforts. Even then, a further Straits $40,000 was
spent from company funds, and more raised by private subscription among the
shareholders, to finance the drilling of two further wells in 1921–23. When the
third well reached bedrock at 180 metres, still with no further sign of oil, the
project was finally abandoned. The rig was sold to prospectors who planned to
continue drilling on a sublease at Sungei Bernam, but nothing more was ever
heard of them.35

Interesting though they seem now in the light of Malaysia’s gains from the
oil industry since the late 1970s, these oil prospecting efforts were only a very
small part of United Plantations’ activities at the time. Westenholz’s first concern
was to build up his rubber and coconut estates, with an investment of Straits
$1,170,000 between 1918 and 1920. Most of the cash needed to finance this was
raised by the issue of 100,000 ordinary £1 shares, which were sold at par and
brought in Straits $860,000. Debentures, loans and an overdraft provided a
further Straits $300,000. All the company’s operating profits were absorbed in
war taxes, dividend and interest payments, which together amounted to Straits
$750,000 over the same three-year period. No fees were paid to the company’s
directors until 1925. During the early post-war years, therefore, United Plantations
was by no means an established money-making machine. It was a growing
company with one set of assets – the coconuts – which were only just beginning
to yield cash income, and a second – the rubber – which had already proved to
yield wildly fluctuating returns. The dividends payable for 1918 represented a
5.5 per cent return on investment, rising to 8 per cent in 1919, but falling to
only 2 per cent in 1920, when a dramatic post-war slump in the rubber market
had begun. 

The coconuts planted at Jendarata in 1912 finally began yielding in 1919,
and by 1921 some of the land at Sungei Bernam was also bearing fruit. This
development came just in time to rescue the company from the terrible rubber
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slump of 1921, in which operating profits from rubber sank to Straits $8,000
and the European and Asian staff was cut by 40 per cent. Operating profits of
Straits $72,000 from coconuts allowed the company to meet its Copenhagen
overheads and interest charges, but nothing more; the payment of dividends
was impossible. 

The crisis of 1921 was felt throughout the rubber industry and led directly
to the imposition of the Stevenson Scheme, by which Malayan output was limited
from 1922 to 1928. The Rubber Growers’ Association (RGA) had initiated an
international voluntary restriction scheme in November 1920, which commanded
the support of firms controlling 70 per cent of the estate-sector rubber lands.
By March 1921 both the RGA and the Colonial Office had begun to feel that
such a scheme was not enough, but they found it hard to agree on the terms of
any official restriction scheme. In the event, the Stevenson Scheme limited
acreage as well as output, for smallholders as well as estates, but did not apply
to the Netherlands East Indies (NEI), which produced 26 per cent of world
supply. Companies like Guthrie’s considered it to be highly inequitable because
NEI producers could gain from the higher prices it produced without cutting
back their growth; and subsequent historians have also considered it unjust,
because the smallholders had no voice in its administration.36 

Under the Stevenson Scheme, Jendarata’s rubber output was restricted to
about two-thirds of capacity (500–700 lbs per hectare, rather than the 1,000
which was achieved without restriction in 1918–19 and in 1929–34). More
seriously, for a company which had been characterized by growth, it became
difficult to obtain new land, especially for rubber planting. Between 1921 and
1925 the company obtained government leases on an extra 500 hectares
adjoining Jendarata, but on the condition that this land had to be used for
coconuts rather than rubber. In the event, the land remained uncleared until
1930, when it was planted up with oil palms.37 

However, the Stevenson Scheme had one great redeeming feature, from Aage
Westenholz’s point of view: it restored the profitability of United Plantations’
existing rubber holdings and paved the way for yet more new ventures. During
1922 the company had come very close to bankruptcy and was saved only by a
loan of Straits $100,000 raised by Commander Grut from his personal friends
in Bangkok. However, by 1923 it had once more become possible to declare a
dividend, this time of 5 per cent, and to pay off the overdraft of Straits $250,000
which had accumulated by the end of 1921. Virtually no new investment was
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undertaken in 1924–25, while the company concentrated on paying off its other
loans and on restoring its shareholders’ confidence through dividends (of 7 per
cent in 1924 and 12 per cent in 1925). But by 1926 United Plantations was able
not only to declare a dividend of 14 per cent but also to invest Straits $750,000
in two major new ventures: the purchase of Kuala Bernam Estate and the establish-
ment of Bernam Oil Palms. 

Of these two ventures, the purchase of Kuala Bernam fitted best with the
existing pattern of United Plantations’ business. Lying across the river from
Sungei Bernam, on the main road towards Bagan Datoh, Kuala Bernam Estate
consisted of 630 hectares of jungle, earmarked for coconuts, and 210 hectares
which had already been planted up with these palms. In contrast, the Bernam
Oil Palms’ venture was something quite new. It continued the Westenholz
tradition of seeking alternative investments to offset the unreliability of rubber
profits, but it took the planters on an 8-hour boat journey down the winding
Bernam River, and involved them with a completely new crop – one that was
still highly experimental in Malayan conditions. This venture was the distinctive
brainchild of Commander Grut and with its birth he moves decisively to the
centre-stage of the United Plantations’ drama. 
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CHAPTER TWO

The Palm Oil Pioneer:
Commander W.L. Grut

A NEW DEPAR TURE

cean voyages provided Lennart Grut with some of the most important
meetings of his life. In 1906 he had met his wife while sailing out to
the East; and 20 years later, while on a steamer from Bangkok to
Singapore, he encountered the Dutch planter Jaan Bloeminck of the

Padang Halaban Estate, Sumatra. Bloeminck’s estate specialized in oil palms,
and his talk of the new crop and its great commercial potential inspired Grut to
conceive a new business venture. The oil palm was being much discussed in
Malaya at that time, but Bloeminck was unusual among Grut’s acquaintances in
having practical experience of the crop. Bloeminck invited Commander Grut to
visit Sumatra, where he was especially encouraged to learn of the contemporary
wisdom, which was that flat land was essential to get the best results from oil
palms and that coastal alluvial soils would be ideal. Hence it seemed possible
that a new oil palm venture could be started close by the existing United Planta-
tions estates, taking advantage of the established tradition of moving UP managers
between estates and enabling Commander Grut to continue supervising the
whole group in reasonably brief trips from Bangkok.1 

On his return to Perak, Commander Grut set out with some Danish soil
scientists on an expedition up the Bernam River, searching for land which
would be flat, fertile and available for cultivation. Much of the riverside land
east of Jendarata was already designated as forest reserve, or occupied by small-
holders growing coconuts and rubber. Small parcels of land were available in
between the smallholdings, but the palm oil mills of the 1920s required supplies
of fruit from at least 1,200 hectares of plantation, so that a large block of land

O
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was essential. Eventually the ideal site was found: a parcel of 3,300 hectares of
flat, alluvial jungle land, located next door to the new Perak Oil Palms estate,
Sungei Samak. The new Ulu Bernam Estate had only one drawback, namely its
distance from Jendarata. As shown on Map 4, the two estates were separated by
only 27 kilometres as the crow flies, but in the absence of a good road this
meant 65 kilometres of slow, tedious travel along the tortuous and muddy
Bernam River.2 

The journey, which took 6–8 hours depending on the tides, became legendary
among both managers and estate workers at Ulu Bernam. It was not only dull
but also dangerous, because the river was infested with crocodiles – up to 7
metres long, and mean and sneaky by nature. These ugly creatures used to bump
the river boats until people began falling out. Nowadays crocodiles are rare in
Malaysian rivers and tend to attack children rather than adults; but Axel Lindquist,
one of the first Danes to live at Ulu Bernam, saw grown men seized several
times. On the day he arrived in Perak in 1929, he was horrified to learn that a
body had just been recovered from the river; it belonged to a 12-year-old Indian
boy who had been snatched by a crocodile a couple of days earlier. Axel im-
mediately declared war on the crocodile kingdom and later told his children how
he had managed to kill 155 of the beasts during the four years which followed.
Mostly he shot them, but some he caught ‘fishing’. A dead monkey would be
tied to a very large, sharp hook, rather like an old-fashioned butcher’s meat
hook. This would be tied firmly to a tree, carefully chosen for its location in an
eye-catching spot on the river bank. The hapless crocodile, in seizing its prey,
would instantly find itself trapped. Guile was thus used to defeat guile, in a
maneouvre which brought a touch of style to the grim business of survival on
the jungle’s edge.3

EARLIER PALM OIL PIONEERS IN MALAYA AND SUMATRA

Although Axel and his companions at Ulu Bernam were ingenious, daring and
pioneering in spirit, they were not the pioneers of the plantation palm oil industry
itself. This honour must go to the Belgian agricultural engineer Adrien Hallet
and to the French author and planter Henri Fauconnier. Hallet had arrived in
Sumatra in 1905 at the age of 38, having already made his fortune in the planta-
tion industry of the Belgian Congo, where he had become familiar with palm
oil as a minor, peasant-produced export. He quickly became interested in the
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ornamental avenue palms then being grown on Sumatra’s tobacco estates, noticing
that these grew more rapidly and bore a richer fruit than their Congo counter-
parts. Hallet was busy setting up a range of planting and banking ventures
which later grew into the Socfin Group. He decided to experiment with the oil
palm among other things, making his first commercial planting in the Deli region
of Sumatra in 1911. Meanwhile, he had become a close friend and business
partner of the young Fauconnier, who had also arrived in the East in 1905, at the
age of 27, having given up a rather dull teaching job at an English preparatory
school. Fauconnier shared Hallet’s spirit of adventure and enthusiasm for new
experiments and, with the aid of Hallet’s greater experience and financial acumen,
he was able to set up a coconut estate at Rantau Panjang, deep in the jungle
uplands of Selangor. In 1911 Fauconnier paid a visit to his friend in Sumatra,
saw the oil palm at first hand and was inspired to begin his own trials of the new
crop in Malaya.4

Botanists believe that all the palms grown before the Second World War in
Malaya and Sumatra were descended from four seedlings which had been planted
at the Buitenzorg (Bogor) Botanical Gardens in 1848. Two of the seedlings had
been brought to Java from the Amsterdam Botanical Gardens and two imported
more directly from Africa, via the French Indian Ocean islands of Reunion and
Mauritius. A population descended from so few palms was bound to be highly
uniform, which meant that the early Sumatran planters faced a relatively low
risk of variable yields from their trees. 5 

By contrast, during the 1910s and 1920s the efforts of British agricultural
officers to produce a West African equivalent of the Sumatran ‘Deli Dura’ oil
palm were continually bedevilled by the failure of selected parent palms to breed
true. In the early years of oil palm breeding, loose and very ineffective hoods
were used to cover the female inflorescences before and after artificial pollination.
In colonies like Nigeria where there was a dense population of wild palms near
all research stations, insects could easily destroy the result of an artificial pollination
experiment overnight. The problem was made worse because officials were
trying to achieve Sumatran levels of productivity by breeding a new type of
palm, the ‘Lissombe’ palm with a thin shell and a thick oil-yielding pericarp.
This was later to be identified by scientists in the Belgian Congo as the Tenera
palm, which is a cross between the thick-shelled Dura and shell-less Pisifera
varieties. If Tenera pollen is used to fertilize a Tenera inflorescence, the resulting
seeds will produce about 25 per cent Dura, 25 per cent Pisifera and 50 per cent
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Tenera palms. Many of the Pisifera palms will be sterile, that is they will not
produce fruit. Before all this was known, it seemed to the plant breeders that
West African oil palms were simply subject to wild variations in their fertility,
shell thickness and oil yields; planting became a 7-year gamble with genes.6 

The Sumatran and Malayan palm oil pioneers were thus exceptionally lucky.
Their palms were not only vigorously fruitful, but they also bred true and were
free of the natural pests and diseases which afflicted the oil palm in its original
habitat. Hallet’s enthusiasm had a solid foundation, and the pioneering stands
which he established at Sungei Liput and Pulau Radja in 1911 quickly attracted
imitators. One of the first was a German called K. Schadt; another German
company followed his example in 1915, planting 2,000 palms at Marihat Baris,
which was later to become a major centre of plant breeding and research. Swiss
planters also proved keen on the new crop: Bloeminck’s estate, Padang Halaban,
was Swiss-owned, and a second Swiss company, founded by a man called Ris,
started planting oil palms on Gunung Melayu Estate in 1919. By this time the
total extent of oil palm plantations on the east coast of Sumatra was just over
6,000 hectares.7

The planting community in Sumatra was remarkably cosmopolitan. It in-
cluded Scots, Australians, Americans and even Hungarians, alongside the other
Europeans who were leading pioneers of the oil palm industry. A few Dutch and
American companies defended themselves against the softening effect of this
cosmopolitanism by cultivating a tight and exclusive company culture, the
claustrophobic effect of which is well captured in the novels of Ladislao Szekely
and his wife, Madelon H. Lulofs. But in general, the planters were open to new
ideas, and they exchanged views and pooled research efforts very effectively
through AVROS, the powerful planters’ association which Ris had helped to set
up. The same willingness to communicate and to take an interest in fresh
regions is shown in their relations with their Malayan counterparts.8 

The oil palm arrived in Malaya by several routes. A few seedlings, probably
from Kew Gardens, had been planted in the Singapore Botanical Gardens in
1875. However, the trees planted commercially in the twentieth century were
descended not from these but from the Deli Duras of Sumatra. The pioneer
planter of Deli Duras in Malaya was Henri Fauconnier, who is also well known
for his novel, The Soul of Malaya. Fauconnier made his first trial planting of oil
palms in 1911 around his own home, which he named the Maison des Palmes.
The house, now rebuilt but still surrounded by some of the original palms, may
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still be seen at Socfin’s Rantau Panjang Estate near Kuala Selangor. Meanwhile,
by 1917 Fauconnier had become so impressed by the performance of his oil palms
that he made an 80-hectare plantation of them on a former coconut estate nearby
called Tennamaram. This estate, now owned by Sime Darby, still specializes in
oil palms.9 

Fauconnier’s book provides some valuable insights into the world of the
pioneers. It deals mainly with the drunkenness which beset the lonely planters
and the tensions which could drive the Malays working for them to run amok.
Yet it also contains some beautiful descriptions of the jungle, which he saw as a
timeless and limitless oasis within which the newly cleared estates stood out like
little deserts. Like Szekely and Lulofs, he was conscious of the violence which
the Europeans were perpetrating on the landscape and aware of how little they
understood the minds of the local people. Yet a speech which he made to the
Paris Congress of Agriculture in 1918 reveals that he was also enthralled by the
fecundity of exotic plants, like rubber and oil palms, when grown on the newly
cleared Malayan soils. This combination of a sense of loss together with a sense
of the grandeur of the planters’ undertaking is also found in the work of Szekely
and in the hearts of many older planters today. Their struggles in the heat and
dirt, transforming an environment to create immense wealth, may be seen as
an heroic endeavour. Yet many of them, including Commander Grut’s son Olof,
one of the pioneering managers of Bernam Oil Palms, loved the jungle which
their labours cut away and would set off to explore it, or simply to find a hill
from which they could look down across it in their leisure hours. Had they not
felt this pull towards the jungle, they could hardly have survived the lonely and
isolated life of those early years.10

After the First World War, as the world market for rubber entered a long
period of restriction and uncertainty, an increasing number of companies in both
Sumatra and Malaya began to take an interest in palm oil. In 1920 a number of
Guthrie Group companies combined to found a new concern, called Elaeis, which
purchased a small palm oil estate in Kluang, Johore. The Johore government
allowed Elaeis to purchase a much larger area of virgin land around this nucleus,
on which fresh plantings of palms began in 1924, using seeds obtained from
Marihat Baris and from Tennamaram. One year later, Ris sold his Gunung Melayu
Estate in Sumatra to Harrisons and Crosfield, joined them as a manager and
went over to Bagan Datoh to advise on the prospects for oil palms in Perak. As
a result a new company was formed, the Perak Oil Palms Ltd, which by the
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1950s was to be absorbed into Harrisons’ associated company, Straits Plantations.
Perak Oil Palms Ltd benefited from the experience of oil palm planters in Malaya
as well as Sumatra, for one of its directors was L.P. Jorgensen, who managed
Tennamaram Estate from 1922 until his death in 1930. The new company quickly
set up the Sungei Samak Estate, just west of what was to become Ulu Bernam
Estate.11 

By 1925 over 31,000 hectares had been planted up with oil palms in Sumatra,
but only 3,400 in Malaya. Over the next five years the area planted in Malaya
was to increase to 20,500 hectares, while the Sumatran area doubled. This rapid
expansion was due not only to pessimism about rubber but also to a growing
interest in palm oil as a potentially low-cost commodity with a buoyant market.
The tree itself requires far less attention than rubber, although the cost of
harvesting fruit from its leafy apex rises over its 25-year economic life, as the
palm grows to its full height of 18 metres. In the early years of oil production
many experiments were still being made with processing machinery, so that it
was difficult to tell what the long-run costs were likely to be; but hopes ran high.
Meanwhile, the oil which had first been exported from Sumatra in 1920 was
finding a ready market in America. It was much cleaner and less acidic than the
peasant-produced West African oils, and gave high yields of a valuable by-
product, glycerine. These qualities made it ideal for use as a flux in tin-plate
manufacture, as an ingredient in fine toilet soaps and as a substitute for
cottonseed oil in the making of margarine.12

Planters in Malaya were able to get information about the oil palm not only
through personal contacts, as in the case of Commander Grut and Jaan Bloeminck
but also through the Malayan agricultural department, which had planted its
own avenue of oil palms at its Central Experiment Station, Serdang, in 1922;
and through the Incorporated Society of Planters (ISP). The ISP, founded in
1919 ‘to improve the position of planters; to raise the status of the planting
profession; and generally to represent, secure, and promote the personal interests
of planters’, began publishing its own journal, The Planter, in 1921. By 1922 the
ISP’s membership had risen to 850, about 70 per cent of all eligible planters in
Malaya, with an especially strong concentration in Lower Perak. When its first
membership list was published in 1927, it included nine members of staff from
Jendarata, Sungei Bernam and Ulu Bernam. Each of these men was entitled to
subscribe to The Planter, and a full bound set of back issues is still to be seen in
the manager’s office at Ulu Bernam.13
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The Planter began publishing articles on palm oil in June 1923, when it
reprinted an article by Dr A.A.L. Rutgers, formerly of AVROS, from the journal
Inter-Ocean. This piece emphasized that the Sumatran industry had passed its
experimental stage and was growing fast. The planters were making substantial
profits but were not resting on their laurels. Appreciating that the fast processing
of fresh fruit was essential to achieve a high, edible quality of oil, they were
aiming to integrate field and factory by means of a rail network, replacing the
system of collecting sheds and bullock carts which had initially prevailed. Mean-
while, AVROS was organizing fresh imports of West African seed to see whether
it was possible to improve on the Deli Dura. A subsequent article in 1925 sum-
marized the results of further AVROS experiments on the ripening of oil palm
fruits and the speed with which acidity built up after maturity; this research
yielded some eminently practical conclusions regarding the ideal frequency of
harvesting rounds on commercial estates.14

Alongside such serious pieces detailing the state of the art among producers,
The Planter also found space for more lighthearted contributions. One Gold
Coast veteran, ‘B.O.W.K.’, was inspired to set down his memories of ‘Palm oil
“chop”: a delectable alternative to curry’, following a 1925 visit to an oil palm
estate near Kuala Lumpur. West African cooking methods were described in
detail, from the boiling and pounding of the palm fruit itself, through to the
blending of the oil with vegetables, chillies and a little fish or meat to create a
rich soup. More recipes followed in further articles in 1929 and 1938, but few
local cooks seem to have taken up the challenge – perhaps unsurprisingly as the
Gold Coast pioneer described the end result as ‘a very unappetising-looking
mess’.15

As well as publishing The Planter, the ISP also ran courses and set examina-
tions in Tamil and Telegu, and organized a series of public lectures and con-
ferences. In April 1925 the Teluk Anson branch was favoured with a lecture on
the oil palm from an Agricultural Department official, T.D. Marsh. Marsh spoke
in great detail about all aspects of oil palm cultivation, from seed germination,
planting and drainage through to pollination, harvesting and the choice of
machinery for processing. He emphasized that palm oil produced from fresh
fruit under factory conditions could be used as an edible fat, unlike the West
African variety that was suitable only for low-grade soaps. This talk also gave
Lower Perak planters direct access to information about Tennamaram Estate,
where oil extraction had begun in 1922 under L.P. Jorgensen. On the advice of
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the Agricultural Department, Jorgensen had recently switched to a somewhat
unorthodox processing plant. Contemporary estates in Sumatra preferred the
hydraulic press developed by the German house of Krupp. But the Malayan
Agricultural Department thought these machines expensive and inefficient and
preferred the centrifuge which had been developed by the British firm of Manlove,
Alliott & Co. for use in Nigeria, and which was exhibited at the British Empire
Exhibition in 1924. This plant included a steam digester, which sterilized and
mashed up the fruit before oil extraction and was thought to have a great
impact on the final oil quality.16 

By 1925, Tennamaram was running its factory on a daily basis and getting
ready to pay its first dividend. Any investors who followed Fauconnier’s
pioneering example could thus expect not only to make a distributable profit
within 8 years but also to benefit from the trials and errors of the early oil palm
planters. Much had already been learnt about the keys to high quality in field
and factory management, and new machinery was continually being brought
on to the market by competing British, French and German firms – soon to be
followed by Gebr. Stork & Co. of Amsterdam. Managers at Ulu Bernam had
ready access to information about these developments, not only through
personal contacts but also through lectures and journals. They were part of a
community of innovators that gained much of its commercial strength, as well
as its human warmth, from the ready exchange of views and experiences. 

BERNAM OIL PALMS: FORMATION AND MANAGEMENT

Following Commander Grut’s exploratory voyage up the Bernam River, land
was applied for in 1926 and a prospectus was issued for the new company,
Bernam Oil Palms Limited. Materials for a light railway were ordered as one of
the first priorities, showing that Commander Grut had absorbed the Sumatran
lesson about good field transport being vital to success. Work on the land itself
began in February 1927, financed by United Plantations pending the in-
corporation of Bernam Oil Palms later that year. On 9 June 1927 the ownership
of the land was formally transferred to the new company, in exchange for
10,000 fully paid £1 shares. United Plantations also took up 100,000 con-
tributing shares, for a down payment of 2 shillings per share, with a further 18
shillings payable by instalments which Bernam Oil Palms had the right to call
in at its directors’ discretion. A further 140,000 contributing shares were issued
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to individual shareholders, most of whom already had an interest in United
Plantations itself. Each shareholder was also given one fully paid share for every
ten contributing shares held. In total, shares with a fully paid value of £274,000
had been issued, out of an authorized capital of £500,000. However, the new
company had received only £24,000 in cash. It spent £26,000 in planting and on
equipment during 1927, the deficit being supplied by a loan from United
Plantations.17 

The first manager of Ulu Bernam Estate was V. Thorbjornsen, a veteran of
the Westenholz Volunteer Corps who had joined United Plantations in 1925. A
tough and independent man, he was well suited to the task of opening up a
remote estate on virgin jungle territory. Once the planting of Ulu Bernam
Estate was well under way, in February 1930, he resigned to set up his own oil
palm plantation at Mentara, on the eastern railway line where it crossed the
border between Pahang and Kelantan. This estate was even more remote than
Ulu Bernam; it lay well to the east of the Cameron Highlands, on the fringe of
a virtually uninhabited area which has since become Peninsular Malaysia’s
major national park.18

In his first two years at Ulu Bernam, Thorbjornsen was supported by just
two European assistants: P.H. Hedenblad, who later transferred to Sungei
Bernam Estate but died of leukaemia in 1933, and Sofren Ingemann, a Danish
graduate in forestry who was specially recruited for the oil palm project. Carrie
Jørgensen has recovered and translated Aage Westenholz’s original letter
offering the job to Ingemann that gives some interesting details of the terms on
which assistants were employed. He was given a free passage to the plantation,
with return passage after not less than three years. His first year’s salary was £32
per month, rising to £44 by the end of his fourth year, plus free accommodation
and medical treatment. He was also given £29 towards his furniture and other
early household expenses. After 4 years he would be given free return passage
on leave, by which time he would have accumulated 6 months’ paid holiday
entitlement; but if he resigned within his first year’s service, he would have to
refund the cost of his outward passage and would have no right to passage
home.19

Having arrived in the East, a new assistant had every financial incentive to
stay, and on travelling up to Ulu Bernam, many felt that money was indeed their
only reason for not returning home forthwith. Axel Lindquist recalled that in
1929, as he chugged slowly up the muddy Bernam River and gazed for the first
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time at the crocodiles, his mind continually returned to Warsaw, where he had
been offered a job just at the time he first met Commander Grut. Børge Bek-
Nielsen experienced similar feelings as he travelled up to Ulu Bernam at the
height of the Emergency, two decades later. Nevertheless, after living at Ulu
Bernam for some months and getting used to the slow pace of life upriver, both
came to appreciate the jungle, especially its birds, and the beauty of the skies
over the gentle hills just east of the estate.20

Lindquist and Bek-Nielsen were to retain lifelong ties with Ulu Bernam, but
the very first managers and assistants there moved on more quickly. Ingemann
returned to Denmark at the end of his first tour, in 1929, but was hastily
summoned back when Thorbjornsen resigned. He nobly held the fort until the
end of August 1930, when Theodor Mayntz-Clausen arrived to take over.
Mayntz-Clausen was an experienced planter, who had been in Malaya since
1923 and had joined United Plantations in 1927. However, within four years of
his arrival at Ulu Bernam he had resigned and left the country. While on leave
in the United States he had met and married an American, who spent a short
time on the estate before returning home to have their baby. In late 1933 she
came back out as far as Singapore with the child but could bring herself to go
no further. She could not face the isolated upriver conditions, and especially the
very limited medical facilities, awaiting her at Ulu Bernam. United Plantations’
general manager, Poul Bent Heilmann, had some sympathy and was ultimately
prepared to advance Mrs Mayntz-Clausen the S$1,500 needed to pay her fare
back to America; but he urged her to take heart from his own wife Hedvig, who
had already had firsthand experience of local medical facilities when her first
baby, John, was born in Batu Gajah, near Ipoh, in June 1931. Both John and his
brother, Flemming, who was born in Penang in April 1936, were brought up
successfully at Jendarata until the family had to leave for Australia during the
Second World War. However, it remained true that Jendarata was not as isolated
as Ulu Bernam, and also that the Heilmanns had an especially deep
commitment to plantation life. Both Hedvig and Poul Bent Heilmann were
Danes from the Horsens area of Jutland who had family links to the board of
United Plantations through Commander Grut, whose mother was born
Valborg Heilmann. Poul Bent had first travelled out to work at Jendarata in
1925 and had been filling the role of general manager since 1930. He and
Hedvig both found much to value in the life they were making in Malaya and
urged Mrs Mayntz-Clausen to pay them a visit with her baby, sure that she
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would find friendly reassurance in doing so. However, their efforts were to no
avail. Mrs Mayntz-Clausen refused to live at Ulu Bernam, and Theodor finally
conceded defeat and followed her home. Olof Grut took over as acting general
manager of Bernam Oil Palms, being confirmed in the post in 1935.21 

The interconnections between United Plantations and Bernam Oil Palms,
which are so clear at the levels of finance and local management, may also be
seen at the level of the Boards of Directors. By 1927 the board of United Plantations
had changed but little from the original group of 1917. Commodore Tuxen and
Otto Benzon had died, and R.H. Phillips and Herluf Elsoe had resigned on re-
tiring from the East. Meanwhile the former manager Thorkild Dahl, the Bangkok
businessman L. Bisgaard and the Swedish architect Torben A. Grut had joined
the board. Torben A. Grut was the brother of Commander Grut, and a great
sporting enthusiast. He designed the stadium for the Swedish Olympic Games
in 1912 and his son William won the Gold Medal in the modern pentathlon at
the 1948 Olympics. However, his interests were mainly Scandinavian and he did
not join the board of Bernam Oil Palms, which was much smaller than the United
Plantations board and was composed of people with direct experience of the East. 

When it was first set up in 1927, the Bernam Oil Palms board had just seven
members, while United Plantations’ had 13. Five out of the seven BOP directors
were also members of the UP board: Commander Grut (the BOP chairman),
Aage Westenholz, Major-General Torben Grut (who deputized for Westenholz
as chairman of UP when he was ill), R.D. Craig (their trusted Bangkok ally) and
Thorkild Dahl. Of the remaining two, Sven Hallen Schwartz was the general
manager of United Plantations, who was to become a director of that company too
when illness forced him to retire from the East in 1928; and Francis Harrison
Grumitt was the representative of UP’s auditors, Messrs McAuliffe, Davis and
Hope, of Penang. Hence it can be seen that Bernam Oil Palms was effectively
being run as a subsidiary of United Plantations. Its managers moved back and
forth between the two companies, and its board comprised three men with a
close working knowledge of UP’ s affairs at the local level, together with the four
most powerful UP board members.22

EARLY YEARS AT ULU BERNAM

When he first went up the river on 14 February 1927, Thorbjornsen’s first task
was to put up shelters for himself and the four Chinese contractors he had
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brought with him. A temporary coolie line was erected, containing 20 rooms,
each of 100 square feet, and a shop was built and opened by a Chinese operator.
By the end of March 150 Chinese, Malay and Javanese labourers were living on
the estate, and the construction of two permanent coolie lines and a further
four temporary lines began. A few Tamil labourers had begun to arrive and set
to work clearing the 15 acres needed for these buildings by hand; the frequent
rains of that month ruled out any burning of the felled jungle trees. Meanwhile,
Thorbjornsen himself was still waiting for his own small atap (thatched roof)
bungalow to be put up and was living in a previously vacant manager’s bunga-
low on Sungei Samak Estate, which by the slow river boat then in use was a full
hour’s journey downriver from Ulu Bernam.23

The heat and discomfort of these early days at Ulu Bernam can hardly be
imagined. Living in the most basic of accommodation, labourers from many
different backgrounds worked together to fell 400 hectares of virgin jungle
between March and May. They were working on the parts of the estate closest
to Jendarata, known as Tanjongs 1 and 2. These two small peninsulas, jutting
out into the Bernam River, were riddled with small streams and marshy areas: a
wet and unpleasant place in which to work. Epidemics of cholera and dysentery
broke out in June and July but were quickly controlled. New latrines were built
and the old dresser, a drunkard, was fired. An efficient replacement was hired
at treble the salary – £18 per month. 

Luckily, though, there were no swamps within the area, and virtually no
malaria. The jungle itself turned out to be rather light by Malayan standards,
with few really big trees. Thorbjornsen was also delighted to find that the soil
survey had been accurate: the land was virtually all coastal clay with little or no
peat. Established drainage and cultivation techniques could therefore be used
with no need for costly experiments in new methods. This situation contrasted
well with that on the neighbouring Sungei Samak Estate, which had much more
peat. By 1927 only 90 hectares out of the 1,490 owned by Perak Oil Palms had
been planted up, and many of the original workers had abandoned the estate.
In despair, the management offered to sell out to Bernam Oil Palms but finally
rejected their offer of just £8,000 in shares.

Meanwhile, at Ulu Bernam itself the construction of coolie lines had gone
far enough by May 1927 to allow Thorbjornsen to arrange for an inspection by
the Labour Department, following which the estate would be allowed to send
its own recruiting agents (kanganis) to India. Tamil labourers were far cheaper



The Palm Oil Pioneer: Commander W.L. Grut

59

to employ than Chinese contractors, but it was vital to have good accom-
modation and medical care for them. The tide of public opinion, especially in
India, had already turned against the continuing outflow of labourers to
Malaya, so that it was essential for fresh employers to show that they could offer
new recruits the best possible living conditions. After 1927 this display became
even more important, not merely to satisfy government officials and public
opinion but also to attract labourers themselves as, having settled in Malaya,
they began to move around from one estate employer to another. The settled
Malayan Tamil population became the mainstay of the estate labour force as,
from 1928 onwards, the flow of migrants diminished sharply. During the slump
of 1931–33 this flow ceased altogether, resuming from 1934–38 as a mere trickle,
until in 1938 the Indian government banned it altogether.24

By the end of 1927, 160 labourers had been recruited from India to work on
Ulu Bernam Estate, at an average wage of Straits $10 (£1.3s.6d.) per month.
However, most of the workforce, a further 370 people, were recruited locally,
and Thorbjornsen found this increasingly easy as the recession in the rubber
industry began to deepen. Many rubber estates began laying off workers or re-
ducing wages, and once the coolie lines were completed in August, Ulu Bernam
began to be increasingly attractive to Tamil labourers who had arrived in Lower
Perak some years earlier. Meanwhile, the isolation of the estate was gradually
being reduced as transport facilities were installed. Two jetties were built using
old tram rails from Bangkok, and a steam launch was chartered locally for a
round trip from Utan Melintang to Ulu Bernam three times a week. Late in
1927, this launch was replaced by two motor boats, bought from the Menam
Motor Boat Company and each capable of carrying 5 tonnes of cargo and 80
passengers. Ulu Bernam now had daily communication with the outside world,
and recruitment became much easier.

The next priority was to obtain enough seedlings to plant up the area that
had been so painfully cleared during 1927. The aim was to plant 143 palms per
hectare, neatly laid out in the standard triangular formation. For the first 400
hectares a total of 60,000 seedlings was therefore needed, of which 35,000 had
already been grown in nurseries at Jendarata from Sumatran seed. Thorbjornsen
made a trip to the heartland of the Malayan oil palm industry, the Kuala
Selangor region, in search of more. He was given a friendly reception on the
Sungei Tinggi and Raja Musa Estates, of which the former was owned by Adrien
Hallet. The managers not only supplied him with the necessary seedlings but
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also gave him some useful tips on nursery practice and recommended that he
follow their own rule of using only Sumatran seed. On his return to Ulu Bernam
Thorbjornsen began to prepare for the following year’s planting by ordering
200,000 seeds from Sumatra via McAuliffe, Davis & Hope. Only about 60 per
cent of these seeds could be expected to germinate, given the rather rough-and-
ready pollination, seed storage and sandbed germination techniques in use at
the time.25 

During 1927 about 250 hectares of oil palms were successfully planted, but
at the end of the year a setback occurred. Rats fled out of the jungle and into the
estate following the onset of the monsoon rains in November. They quickly started
eating the young palms and had devoured 2,000 (equivalent to 14 hectares)
within two months. This was just the beginning of a war of attrition, which raged
for over 10 years. As soon as the palms began bearing fruit in 1930, the rats
redoubled their efforts, eating the flowers and immature fruits as well as the
growing tips of younger palms. 

Early efforts to shelter the palms by placing wire netting or metal cones
around their bases failed, as the rats simply relished the challenge of climbing
over these obstacles. Traps were laid, catching 48,000 rats in 1930, and barium
and other poisons were laid down on the fruits in the dry season. Poison was
also added to rice, which was pressed into pellet form and scattered around the
estate. Jaan Bloeminck suggested a variation on the same theme, the use of
thallium torpedoes as practised in Sumatra. A less orthodox idea was the Ulu
Bernam cat farm, which was started briefly in 1930, and revived in 1933 with
the idea of breeding kittens to be let loose in the estate. 

However, the most successful method of combating the rat menace proved
to be systematic hunting by gangs of Tamil labourers. This method was hit on
almost by chance, when there was a serious flood in May 1933. Work came to a
standstill on two-fifths of the estate, and Axel Lindquist had the bright idea of
asking the workers to hunt rats instead. Ten thousand were caught in the first
two days of this campaign, as they swam about in the flood waters and scurried
up the stems of taller palms. Three Highland Terriers were later imported to
assist the campaign, and it was found that pruning the trees made it easier to
spot the rats as they climbed up in a last attempt to evade the hunters.
Labourers who caught rats were initially rewarded according to the number of
tails they brought in; double was paid for a dead baby rat, with its eyes still
unopened. But then it was found that large numbers of the rats still running
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around the estate had no tails, and it was suspected that a Chinese contractor
who had been brought in to assist the hunt was actually breeding baby rats for
sale. After that, the workers had to bring in whole adult corpses to qualify for
payment, and within 18 months – by December 1937 – the pest had finally been
contained.26

The young palms at Ulu Bernam fell prey to many other menaces: white
ants, caterpillars and elephants being the most common. Hundreds of elephants
were rumoured to live in the jungle to the north, south and east of Ulu Bernam,
and every so often they would wander through a corner of the estate, absent-
mindedly trampling down any palms which lay along their path and feasting on
the young shoots of many others. The small part of the estate which lay south
of the Bernam River was most vulnerable, because uninhabited at night; these
Selangor Tanjongs were invaded repeatedly in 1931 and 1932, and over 200 palms
were destroyed. The acting manager, Commander Grut’s son Olof, ordered
holes to be dug to catch the marauders, and reinforced these with boundary
patrols. Unfortunately these pits were not quite deep enough. One elephant was
trapped, but in the 20 minutes which elapsed between the guard seeing it and
the arrival of Axel Lindquist, ready to shoot it with his Winchester, the elephant
had managed to struggle out of the pit and had wandered back to the jungle,
eating a few more palms on its way. The same intrepid beast was later seen
inside the estate, and a moonlight patrol was set up to trap it – without success.
It was later found that the most effective method of deterring the animals was
simply to place a series of hurricane lamps along the estate boundary, backed
up by a patrolling watchman. In 1940 these patrols were taken over by the
professional rangers of the Game Department.

INVESTMENT, INCOME AND IDEALS

By 1930 it was clear that the young palms at Ulu Bernam were doing well,
despite the rats and other pests, and that the planting programme had made
‘wonderful progress – quick and cheap’, as Aage Westenholz put it in an
encouraging letter to Lennart Grut. It was characteristic of Westenholz that he
should be warm in his praise, describing the progress of Bernam Oil Palms as
‘a triumph to its management, but chiefly I think, to yourself ’. The example of
Ulu Bernam inspired Westenholz to believe that oil palms might even be a worthy
substitute for rubber or coconuts on his own estates. In 1928 the Stevenson
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Scheme had come to an end and rubber prices were falling. Many other Euro-
pean estate-owners were concentrating on plans for renewed rubber restriction
schemes and devoting much time to the talks which finally resulted in the Inter-
national Rubber Regulation Agreement of 1934. However, Westenholz preferred
to search for a more creative solution to his company’s economic problems. By
January 1929 he was beginning to think seriously of planting oil palms at
Jendarata, and in September 1929 an event occurred which forced his hand. A
windstorm destroyed 250 hectares of mature rubber at Jendarata, underlining
the fragility of the rubber tree by comparison with the palm, and clearing the
way for a fresh start. Westenholz decided to plant 770 hectares with oil palms
over the years 1930–1932, thus paving the way for a fresh wave of investment in
the new crop by United Plantations’ shareholders.27

Meanwhile, at Ulu Bernam the planting programme of 2,450 hectares was
completed in January 1931. The next investment priority was to build a factory.
One local example which could have been drawn on was Perak Oil Palms’ centri-
fugal plant, which had been opened with a fanfare in March 1929 with several
eminent visitors being conveyed upriver in a launch provided by Thorbjornsen.
However, as shown above, Commander Grut and his managers had a low opinion
of Perak Oil Palms’ efficiency. Commander Grut’s son Olof had graduated in
engineering from Trinity Hall, Cambridge before joining the staff of Ulu Bernam
Estate in 1930, and he and Lennart made a tour of factories in Europe, Sumatra
and the Federated Malay States before choosing their own factory plant. They
finally decided to follow the example of Guthries’ Elaeis Estate in Johore, which
had installed the new hydraulic press supplied by Stork of Amsterdam. Stork’s
factory allowed for an extension of the field rail network to carry the cages of fruit
directly from the point of harvest into the steam sterilizers and incorporated
digesters of the Manlove & Alliott type while giving the full extraction efficiency
of the early Sumatran hydraulic presses.28

The factory was the best available, but it came at a high price. Its construc-
tion began in 1930 and extensions continued until 1937, by which time Olof was
keen to begin modernizing the plant. Between 1930 and 1937 a total of Straits
$700,000 (£82,000) had been spent on the building and machinery, including
an electric power plant. Meanwhile, the same amount had been spent on the
completion of the planting programme and the upkeep of immature areas. A
further Straits $190,000 (£22,000) had been spent on the light railway network
which ran throughout the estate. 
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All this spending had to be financed mainly by the shareholders, through a
series of call-ups on their contributing shares: for no palm oil was produced
until 1933, by which time the inter-war depression was reaching its worst stage.
A working loss of £2,000 was made on palm oil and kernel production in 1933,
and a profit of only £3,000 the following year. Between 1935 and 1937 a total
working profit of £180,000 was made, but much of this was absorbed in repaying
loans taken out in 1934–35 and in building up a cash float. Net (distributable)
profit stood at only 8 per cent of shareholders’ funds in 1935, rising to 14 per
cent in 1936 and 22 per cent in 1937. Only in 1936, 10 years after the first
investment was made in Ulu Bernam, did shareholders receive their first dividend
– of just 5 per cent on the total book value of their investment in Bernam Oil
Palms. Its payment coincided with the final call-up of 1 shilling per contributing
share, so that no cash payment was actually made on the majority of shares
held. The first effective dividend payment, of 12.5 per cent, was made only in
1937. This contrasted sadly with the 1926 Prospectus estimate of a return of 20–
25 per cent to shareholders in 6–7 years.29

While Bernam Oil Palms survived the depression years by calling up the
balance due on its contributing shares, United Plantations had more of a struggle.
In 1927 the company had made a successful new issue of 19,576 £1 shares, which
it was able to sell for 24 shillings each. The money was used to plant coconuts
on the land acquired in 1926 at Jendarata and Kuala Bernam. Fresh planting in
1928–29 was financed by the issue of £79,400 in 7 per cent debentures. A
further £10,000 of debentures was offered for sale in 1930, but only £4,100
found takers. In 1931 £200 more was obtained in this way. Meanwhile, the share-
holders were becoming justifiably restless, as their dividends dwindled from a
peak of 14 per cent relating to the 1926 financial year, to 5.5 per cent in 1929
and nothing at all in 1930–34. During the final five years, the company was
continuing to make a modest operating profit in the region of Straits $200,000
(£23,000) per year; but these funds were earmarked for investment in its own
estates and for paying the calls which continued to be made on its shares in
Bernam Oil Palms.30

A deep division had thus developed between United Plantations’ most
dividend-conscious shareholders and its most powerful directors, the visionaries
Westenholz and Grut, who believed firmly that it was worth continuing to
invest even in the depths of the slump and who had faith that the capacity thus
built up could be used profitably in the boom to follow. In 1930 a group of
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Danish shareholders, led by Harald Grut, Harald Nielsen and Knud Dahl, sent
round a circular to the rest, lobbying for an increase in the dividend proposed
for 1929. Westenholz had some sympathy for their plight, declaring that ‘I shall
be loath to keep back, for the benefit of our children, an undue share of the
dividends of old shareholders, who may never see the profits therefrom.’ How-
ever, both he and Grut felt that the switch from rubber to coconuts and oil
palms was essential because of the poor long-term profitability of rubber at
Jendarata. Given the company’s difficulty in raising funds from debentures, it
was equally clearly foolish to pay out dividends if this would create a need to
raise debt finance to pay for replanting.31

A further dissident circular followed in 1932, advocating the sale of United
Plantations’ shares in Bernam Oil Palms and the curtailment of UP’s own plant-
ing programme, so that a dividend could be paid for 1932. The circular was sent
while Lennart Grut was absent in the East and while Aage Westenholz was ill.
Commander Grut eventually countered with a stinging reply, spelling out the
case for self-restraint by the shareholders and appealing particularly to the
Bangkok shareholders, who still held a 21 per cent stake in the company, to give
him their proxies for the forthcoming Annual General Meeting in Copenhagen.
He finally won the day, aided by a provision in the company’s original Articles
of Association, which prohibited the payment of dividends exceeding the amount
recommended by the directors in their Annual Report. However, the battle
resumed when the dissidents decided to challenge the Articles of Association.
At an Extraordinary General Meeting held on 5 December 1932, two amend-
ments were passed. The first removed the clause which had aided Commander
Grut in June; and the second added a new clause, forbidding the acquisition of
100 acres or more of fresh land without the prior consent of a General Meeting.
This clause was to prove a mighty thorn in the directors’ sides after the Second
World War, when there was an intense contest among established estate companies
to buy out the smaller players and when decisions had to be made within weeks
or even days.32

Emboldened by this success, Knud Dahl and his supporters mounted another
attack on the Articles of Association in 1934, this time seeking to replace the
British system by which three directors retired and offered themselves for re-
election at each Annual General Meeting, by the d’Hondt system of proportionate
voting to elect all directors every year. Once again Commander Grut rallied the
Eastern Register shareholders to oppose the motion, and it was duly rejected by
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a majority of five to one. By 1935 it had become possible to begin declaring
dividends again, with a modest 3 per cent on the face value of United Plantations’
shares, and the revolt of the ‘starving shareholders’, as Aage Westenholz had
dubbed them in 1933, was finally over. However, it had been a close-run thing,
and but for the courage and conviction of Westenholz and, especially, Grut, it
is possible that the oil palm projects at both Ulu Bernam and Jendarata would
have been killed off by the slump.33

Throughout this period of struggle, Commander Grut had continued his
regular visits to the estates, where Westenholz noted his extraordinary ‘gift of
infusing everybody with a fiery wish to do everything in his power at a super-
human speed’ – an enduring characteristic of the UP management style. His
enthusiasm and drive were as badly needed in Perak as in Copenhagen, for the
slump had brought cuts in salaries and postponements of plans to make estate
life more comfortable. In 1931 salaries at Jendarata were cut by 20 per cent and at
Ulu Bernam by 10 per cent for assistants earning Straits $300 or less per month,
15 per cent for assistants earning more than Straits $300 and 20 per cent for
managers. Ulu Bernam staff were compelled to receive part of their salary in the
form of BOP shares in every year from 1930 to 1935; while at both companies,
the remainder of the salary cut was treated as a deposit kept by the company to
be paid back with 7 per cent interest when the employee left. As for the Tamil
work-force, an attempt made in 1932 to reduce daily wages from the established
levels of 40 cents for men and 32 cents for women soon failed. The managers
decided that their first priority must be to retain the best workers and to keep
up the overall work-force numbers to sustain the replanting programme.34

Ironically, the salary restrictions adopted out of necessity during the slump
provided a way of introducing some of Westenholz’s cherished principles to his
companies. As early as 1922 he had published an article on ‘Co-Operation
between capital and labour’ in the magazine Borups Højskole, an organ of the
Folk High School movement that had been founded by the nineteenth-century
Lutheran pastor, Danish patriot and social reformer N.F.S. Grundtvig. Grundtvig’s
ideas have had a profound effect on twentieth-century Danish culture, not
merely in education but also in the growth of the co-operative movement. The
main form of co-operation in Denmark has been between independent farmers,
but in the 1920s a debate sprang up about the chance of co-operation between
the owners and employees of a capitalist enterprise, and it was to this debate
that Westenholz sought to make a contribution.35
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Westenholz felt strongly ‘that capital and labour ought to co-operate as two
hands on the same body, guided by one brain’. He felt that this was becoming
increasingly difficult in manufacturing companies where ownership rested in the
hands of numerous small shareholders, who ‘have no feeling towards the workers
they never see’. Meanwhile, workers who simply sold their time to the company,
with no permanent interest in its loss or gain, could not be expected to feel
responsible for its future. Therefore Westenholz suggested that co-operation
should move beyond profit-sharing to make the workers shareholders, defining
the workers as ‘everyone doing a job by hand or spirit, from the directors to the
delivery boy’. This would enable the workers not only to share in the company’s
fate but also to influence it through participation in the Annual General Meetings.
Westenholz suggested that his idea could be implemented by giving workers
free shares, in amounts proportional to their pay, which itself would be the full
market rate for the job. When each worker left the company, his shares would
be bought back at market value and reallocated. ‘The ideal is that all workers
will become capitalists, and all capitalists, according to their ability, workers’.
The end result would be a cessation of industrial conflict, and a growth not only
in productivity but also in human happiness.

Westenholz’s ideas were inspiring, but it fell to Commander Grut to put them
into action. The measures which he initiated to cushion the impact of pay cuts
in the early 1930s were consolidated and built into the management structures
of both Bernam Oil Palms and United Plantations once profits began to recover.
In particular, an annual profit-related bonus was instituted for the managers
and staff of both companies in 1937; and the funds held in trust for them as a
result of the early 1930s pay cuts formed the basis for a pair of Provident Funds
which were set up in 1938. The eligible members of the funds were all European
staff, together with Asian assistants, office and hospital staff. The linking of pay
to profit and the provision of company welfare benefits have remained among
the hallmarks of United Plantations, and the system of welfare benefits in
particular has been enlarged and extended to the work-force as a whole since
the 1940s, thus going a long way towards realizing Westenholz’s ideals. Sadly,
Westenholz himself was unable to witness these developments, for after a long
struggle with heart problems he died on 23 December 1935.36

On his brother-in-law’s death, Commander Grut naturally succeeded to his
position as chairman of United Plantations, with Major-General Torben Grut
taking over as vice-chairman. At Bernam Oil Palms, where the position of vice-
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chairman had not previously existed, it was now created and Major-General
Grut was elected to it. No further changes were made to the board of Bernam
Oil Palms, but at United Plantations the vacancy left by Westenholz was filled
by the pharmacist Niels Benzon, whose mother Emma Hansen was Aage’s first
cousin. Slightly earlier, in 1935, Sofren Ingemann had also joined the United
Plantations board as a replacement for Mr Bisgaard, who had decided to retire.
Ingemann was an interesting choice, for his original connection with the firm had
come through Bernam Oil Palms, where his help in early staffing emergencies
was well remembered. After leaving Malaya he had married into an extremely
prosperous family from Dundee, and his new father-in-law had given the couple
a large Danish forestry estate as a wedding present. Although well occupied in
running the estate, Ingemann had kept up his connections with United Planta-
tions and Bernam Oil Palms, both through shareholdings and through friendships
with Mayntz-Clausen, Heilmann, Axel Lindquist and Svend Pontoppidan Møller.
He was an ideal person to link the Copenhagen board with both shareholders
and employees and to reinforce in an informal way the links between Bernam
Oil Palms and its parent company. From 1945 he was able to play the last role
in a more formal way, for he was appointed to the post-war boards of both
companies. Ingemann continued to act as a director until ill-health struck him
in 1951, when he was still in his early 50s. Like his father before him he died
young, in November 1953.37

Only one further change affected the board of United Plantations before the
Second World War: in 1937 one of the founder members, Captain Aage Jonsen,
died and Aage Westenholz’s eldest son Soren was elected to take his place. Mean-
while, at Bernam Oil Palms no further changes occurred at all. Having survived
the shareholders’ challenge of the early 1930s, the directors thus remained secure.
Following Aage Westenholz’s death, his family continued to have a strong say in
United Plantations’ affairs, and Bernam Oil Palms continued to be run as an
extremely closely linked subsidiary.38

SUR VIVAL AND GROW TH IN THE PALM OIL INDUSTR Y

Following Commander Grut’s victories in the boardroom battles of the 1930s,
his oil palm ventures continued to grow and flourish. This was part of a more
general trend within South-East Asia. By 1934 the Netherlands East Indies had
replaced Nigeria as the world’s major exporter of palm oil, and from 1934 to
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1938 the NEI’s annual exports averaged 171,000 tonnes, as compared with
137,000 for Nigeria. The Malayan industry was small by comparison, with an
average annual export of 34,000 tonnes over the same period. Indeed, the
Malayan industry was even smaller in relative terms than these figures suggest,
for a substantial amount of Nigerian palm oil was consumed at home, whereas
all of Malaya’s palm oil was exported. However, Malayan palm oil production was
growing rapidly: exports reached 60,000 tonnes in 1939. By this time, Bernam
Oil Palms was exporting 7,500 tonnes of oil per year, with Jendarata shipping a
further 2,600. The two Grut ventures thus held a 17 per cent share of Malaya’s
palm oil export trade.39

Further details of the Grut ventures’ relative position within the Malayan
palm oil industry may be seen in Table 1. Of special interest is the fact that, from
1934 onwards, their share of output was much higher than their share of the
planted area. Commander Grut had chosen his location well; and with Lindquist
and his hunters keeping the rats under control, the palms yielded plenty of
fruit. Meanwhile, Olof ’s well-designed factory was making the most of its raw
material, extracting a regular 17 tonnes of palm oil from every 100 tonnes of
fresh fruit bunches delivered from the field.40

One of the key reasons why South-East Asian producers in general were able
to continue expanding their exports of palm oil in the 1930s was the introduction
of bulk shipments to Europe and North America. The expensive wooden barrels
and metal drums used previously in West Africa were replaced by large tanks,
which gave economies of scale and minimized losses from leakage. One early
pioneer of this system was William Lever in his Congo operations. Railway tank
wagons, heated by steam pipe coils to keep the oil liquid enough for pumping in
and out, chugged back and forth from the hinterland upriver to the port of Matadi;
ocean tankers then took the oil onwards. A similar system was developed in the
1920s by Socfin in Sumatra with a large bulking tank being built at the ocean
port of Belawan. Socfin made its first bulk shipment of palm oil from Malaya
in October 1931, taking it to Belawan in a specially adapted steamer belonging
to the Straits Steamship Company.41

At this time the main market for high-quality palm oil was in the United States,
and the ports there were well equipped to deal with bulk shipments. However,
the Malayan agricultural department and companies like Guthries were keen to
develop the British market and began pressing for the erection of the necessary
plant in Liverpool. Meanwhile, Commander Grut and friends like Tom Barlow
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Table 1: Planted area and output of palm oil, Bernam Oil Palms, United Plantations and 
Malaya, 1917–40

Year Planted
area of oil

palms:
BOP + UP
(1,000 ha)

Planted
area of oil

palms:
Malaya

(1,000 ha)

Output of
palm oil:

BOP + UP
(1,000

tonnes/yr)

Output of
palm oil:

Malaya
(1,000

tonnes/yr)

Planted
area: BOP
+ UP as %

of all
Malaya

Output:
BOP + UP
as % of all

Malaya

1917 – 0.1 – – – –

1918 – 0.2 – – – –

1919 – 0.3 – – – –

1920 – 0.5 – – – –

1921 – 0.8 – – – –

1922 – 0.9 – – – –

1923 – 1.7 – 0.2 – –

1924 – 2.4 – 0.3 – –

1925 – 3.4 – 0.5 – –

1926 – 5.1 – 0.8 – –

1927 0.3 7.3 – 0.8 4 –

1928 0.9 9.6 – 1.3 9 –

1929 1.5 12.8 – 1.8 12 –

1930 3.0 20.5 – 3.4 15 –

1931 3.2 23.1 – 5.2 14 –

1932 3.2 24.7 – 8.5 13 –

1933 3.2 25.9 1.2 13.2 12 9

1934 3.2 26.3 3.6 17.8 12 20

1935 3.2 26.3 6.4 23.5 12 27

1936 3.2 26.3 8.5 32.4 12 26

1937 3.2 27.9 10.0 46.4 11 22

1938 3.3 29.5 9.9 51.9 11 19

1939 3.5 31.2 10.1 58.3 11 17

1940 3.7 31.6 10.2 58.9 12 17

Sources: UBAR and UPAR, 1933–65; Lim, Economic Development, Appendix 5.2, p. 
337; Harcharan Singh Khera, The Oil Palm Industry of Malaya: an Economic Study 
(Kuala Lumpur: Penerbit Universiti Malaya, 1976), Appendix II.4, p. 305.
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had begun planning for the erection of plant in Malaya itself to be funded
jointly by producers on the same principles as the Danish co-operative dairies.
Early negotiations fell through in 1930 – because Malayan production was still
very small – but by 1932 it had become possible to set up the Malayan Palm Oil
Bulking Company Ltd as a joint venture between producers. Bernam Oil Palms
became a founder member, contributing £400 towards the cost of the new com-
pany’s plant in Singapore that was leased from the Singapore Harbour Board
and managed by Guthries. Transport from the estates to Singapore was to be
handled by the Straits Steamship Company.42 

Once the oil from Ulu Bernam or any other estate entered the bulking installa-
tion at Singapore, it inevitably became mixed with supplies from other producers.
Hence a natural corollary of the bulking arrangement was the formation of a selling
pool to handle the oil in Britain with revenues to be shared among Malayan
producers in proportion to the volume of oil supplied. In 1936 the Malayan pro-
ducers joined their Sumatran counterparts in an International Palm Oil Pool,
which held together until 1940. Commander Grut was keen on the pooling idea
from the outset; but difficulties soon arose in implementing it. A general problem
arose because sales were usually made forward on the basis of pool members’
estimates of production, and a bad year with floods or rat invasions could lead
to quarrels among pool members about who should bear the costs of default. A
more specific problem arose in relation to Bernam Oil Palms, because even at this
early stage of the firm’s history, the entrepreneurial spirit of managers like Olof
Grut made them reluctant to develop just one type of oil for one market.43 

Olof took an early interest in the possibility of fractionating palm oil to produce
a liquid edible oil and a harder residue for non-edible uses. Several large-scale
fractionation plants were eventually set up in West Malaysia during the 1970s,
but in the 1930s Olof ’s experiments were considered highly avant-garde. He
carried them out on a very small scale and produced only a few bottles of oil for
trial by the estate cooks and by the visiting medical practitioner, Dr Watson.
However, he had more success with an air-bleaching process which he had de-
veloped in order to compete with Sumatran bleached oil outside the European
and North American markets; and it was this development which led to conflict
between Bernam Oil Palms and the other pool members. 

Ulu Bernam’s bleached oil liquified at a lower temperature than the Sumatran
equivalent, making it unpopular with established buyers of Sumatran oil in
Penang and South Africa; but it proved well suited to the Indian and Middle
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Eastern soap-makers’ market. As the latter regions had no facilities for receiving
bulk palm oil shipments, Ulu Bernam’s exports there had to be sent in drums and
negotiated outside the pool’s framework. Indeed, when the Malayan producers
joined the international pool, they did so on condition that Bernam Oil Palms
be allowed to continue such independent sales. This seemed a reasonable request to
the non-Malayan producers at the time, for the volume involved was small by
world standards but important to Ulu Bernam; and they had no intention of com-
peting in the Indian and Middle Eastern markets themselves. Ulu Bernam’s sales
of bleached oil were thus able to rise from 523 tonnes in 1933 to 1,202 tonnes
(16 per cent of Ulu Bernam’s total production) in 1939. However, the Sumatran
pool members soon came to realize that these markets were very volatile: Ulu
Bernam’s sales to them swung from 285 tonnes in 1936 to 1,247 the following year.
As a result, Ulu Bernam’s supplies to the pool itself fluctuated even more from year
to year than the vagaries of pests and climate would dictate. This intensified the
pool’s difficulties in forecasting supplies and fulfilling forward contracts and
caused increasing ill-feeling in the remaining years of the pool’s brief life.44

During the 1930s the Malayan and Sumatran palm oil industries had thus
grown steadily. Costs were cut through bulk shipment, and the concerted sales
policies which developed among producers who shared the same transport also
enabled them to make the most of the world-wide economic revival which
began in 1935. Meanwhile, the management of Bernam Oil Palms was already
displaying many of the key qualities which were to set it apart from the general
run of palm oil producers after 1945. Not content with developing an integrated
field-to-factory operation to produce high-quality, unrefined red palm oil for
bulk sale to established Western markets, Olof Grut was experimenting with
further processing and refining methods. Within the Asian and African markets,
his team was not content to follow the Sumatran bulk shippers of bleached oil
but developed their own markets in India and the Middle East and fought for the
right to do so irrespective of pool priorities. Olof Grut was emerging within the
firm as an inspired developer of his father’s grand vision; and Bernam Oil Palms
was becoming well known within the industry as an innovative enfant terrible.
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Jendarata estate’s Hindu temple, 1919

Jendarata estate hospital, 1928
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Harvesting tall oil palms with 
pole, Ulu Bernam, 1963
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Dura seedlings bred from local palms were used for these projects, but Rolf
and Olof Grut saw this as no more than a short-term stopgap measure. Rolf took
an especially strong interest in planting matters and was excited by news of the
new, high-yielding Tenera variety which had been developed in the Belgian
Congo. Tenera field trials had been laid down in Sumatra before the war, and
these had survived the Japanese occupation and were giving good results by
1946. Rolf was keen to make similar trials in Malayan conditions as soon as
possible and to investigate a second variety, the Malayan Agricultural Depart-
ment’s ‘Dumpy palm’. Slow-growing and squat, this palm held the promise of
substantial harvest-labour savings in the long run. As will be shown in Chapters 5
and 9, Rolf ’s interest was no mere eccentricity. The use of new planting materials
was one of the most important innovations through which the Malaysian palm
oil industry was eventually to rise to a leading position world-wide.
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A similar development from short-term measures to long-term investment
proposals occurred when managers began to tackle their second labour-supply
bottleneck, that of fruit collection. This task, which involved carrying heavy
baskets from the trees to the railway lines, had become extremely unpopular even
before the Second World War. Bullock carts and trailers had been introduced at
Ulu Bernam in the early 1940s, but these had completely vanished during the
occupation, as had the bullocks themselves. More bullocks, mules and carts
were bought in 1946, but in 1947 Major A.C. Smith, a consultant from Straits
Plantations, recommended the replacement of this ‘circus’ by a fleet of tractors
and trailers. By this time Olof Grut had also developed a great enthusiasm for
field mechanization. He went on a 5-week tour of the United States in April–
May 1948, looking for possible suppliers of equipment. By the end of the year
he had obtained a total of six Fordson tractors and trailers, and four second-
hand American ‘Caterpillar’ track trailers, for use at Ulu Bernam. These were
tried out in land clearance, drain-making, mulching and weeding, as well as in
harvesting. However, they were clumsy machines which easily churned up the
ground in stiff clay areas and disturbed the roots of the oil palms when used for
weeding along the avenues. They were also expensive to buy and maintain, and
even when fully used on all conceivable tasks, they could not compete on costs
with manual or bullock-cart operations.
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Pierre Boulle, who worked for Socfin, has written a hilarious fictional account
of a similar experiment in post-war mechanization. Having been assigned three
ex-American army bulldozers, which were only cost-effective if they could be
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kept running 10 hours a day, Boulle’s hapless hero was forced to invent a series
of increasingly meaningless tasks for them, culminating in moving two mountains.
Things never reached this stage at United Plantations or Bernam Oil Palms, but
it quickly became obvious that mechanization was a sure way to spend money,
not to save it. The main question which then arose was whether the use of tractors
improved results, for example by allowing useful but previously impossible jobs
to be done. In this case mechanization would become a profitable investment for
the future, like crop research, fresh plantings and experimental factory im-
provements.
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In all three of the areas outlined above – field operations, replanting and
factory design – the experience of post-war reconstruction had led managers
rapidly into a more radical process of innovation. By 1948 Axel Lindquist, Rolf
and Olof Grut were firmly convinced that great financial gains could be made from
systematic, long-term investment in field mechanization, experimental factory
machinery, workshop development, seed selection and expanded oil palm acreage.
In Chapters 5 to 8 it will be shown that their views finally won the day and were
to prove the foundation of United Plantations’ success from the 1960s to the 1990s.
But in the short run, as will be shown in Chapter 4, they had difficulty making
their voices heard in Copenhagen, where changes in the Board of Directors
were soon to usher in an era of radical experimentation in company strategy. 
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The Grut brothers, Olof (left) and Rolf










































































































































































































































































































































































































































































































