_ Both the Sclomon Islands ‘and Papua New Guinea are exporting
-nearly all of thelr palm oil and palm kernel production, conauni ng
~only a few. percent -domestically. According to the 01l World perio-
dicals, the:combined exports of . the. two.countries doubled from

30, 000 tons in 1976 to 60, OOO tons in 1981,

Slnce the area is suitable for oil palm cultivation and has
only ‘a few other industries, both production and exports are likely
- to soar. in the: next 10.or 20 years.:  However, there are many. prob-

~ lems.yet to. be solved, such as expansion of trangportation facili-
- ties by, ‘for example, port improvement, and the construction of
processing equipment, .

5. Latin America

The major producing countries in Latin America are Colombia,
Brazil and Ecuador. Although palm oil production has recently been
on the increase, the output is entirely used for home consumptlon,
-and thera is no surplus for export.

_ Colombia, the biggést producer.in Latin America, showed an
~increase of up to 30% over the two years of 1978 and 1979. The
cultivation is carried out along the upper reaches of the Amazon
River (near the border with Brazil), where theré is a reliable high
precipitation throughout the year, and also on the coast. However,
the area covered by plantations is reported to be close to the
limit,

6. Other Countries

The most 1mportant of the other major producing countries is
{mainland) China. For China's 1979 production, the amount reported
by the FAO is twice as high as that of the USDA (184,000 tong as
against 93,000 tons), but because of natural conditions (tempera-
ture}, possibilities for palm cultivation are limited to Hainan
Island and. the southern part of the mainland. According to the
sources related to Hainan Island, palm oil production there has been
sluggish since its peak of 20,000 ha of plantations which was
reached in the late 1960s, and Chlna 8 maximum production is esti-
mated at about 80,000 tons.

On-the island, Nan Hai Plantation of Hong Kong, a joint venture
between the Malaysian Guthrie and the Singaporean Nan Hai Planta-
tiong, embarked on a 25-year joint project with the local government
in 1981, Its plan is to carry out continuous operations of planta-
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tion, -oil production, refining and processing. . The planned refining
mill will be able.to handle about 480;000 tons of. crude, and if both
. the transplantatlon now. under .way for the improvement of current

.varieties. and. new planting. pxoceed smoothly, an increase in produc~

tion can he expected.

The country other than China expegted to expand productton is
the Philippines. -Mindanao Island has begun ‘small-scale ‘oil palm
- developments, and in the early 1980s -it: 1n1t1ated a ' few development
projects in-a joint venture using European capital related to oil
palm .cultivation in Malay51a, so itg progress is being: watched,
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C.

CONSUMPTION

I._'Wofld Consumption '

-Uﬁiil'thefQQGOsl nore than half of the world's palm oil produc-
tion wds consumed by traditional producers in Africa such as Nigeria,
the ivory Coast, Zaire and Ghana, as well as Malaysia, Indonesia and

" Coiomblas: :In ‘the-1970s, however, partly because the price was relati-

vely lower than' those of rival oils such as soybean and rapeseed oils,
consumption -in:non=producing countries, mainly the industrialized

" nations, rose sharply.. The sharp rise in exports and the high produc-—

tivity pér hectaré brought forth warnings against palm 0il in such
vegetable oil producing countries as the United States and Canada
{Appendix Takile 5-3).

Since 1976 or 1977, on the strength of the increased foreign

 currency reserves, South Asidn developing countries and Middle Eastern

petroleum producers have expanded their domestic demand for fats and
oils, - In addition, because palm oil was suitable as a raw material

- for gheé'and'vanaspati,1) traditional foodstuffs of the region, and

especially because Indians ‘liked palm oil as a substitute For peanut
0il, consumption of palm oil shot up in this area.

It is worth noting that the marked increase in domestic consump-
tion in the palm oil producing nations has resulted in the decrease of
exportdble surplus ‘in these countries parcicularly in African coun-
tries where the domestic consumption increased due- to tiie increased
income. -In Indonesia, the oil and fat supply policy, which replaced
the scarce coconut 0il for cooking with palm oil and palm kernel oil,
has brought the recent domestic consumption of palm oil up to 60-to
70% of the ‘production.,  Malaysia expanded its consumption by -approxi-

‘mately 30%-a year'because of-the increased processing after refining.

The major -consumers among the industrialized nations are Japan,

. the Federal Republic of Germany, the United Kingdom and the United

5tates, each of which consumes in the range of 130,000 and 180, OQO-
tons, but consumption has remained the same or has decreased since
1977.  The increased demand in South Asian nations and the Middie

"Eastern petroleum® produCLng countries, as well as India's large

purchases. caused :the rises of palm oil prices, which consequently -

narréwed the pric¢e spread with the rival oils, ‘and caused users in the
industrialized nations to shift to other materials such as soybean

oil, As a refefence, these four developed nations' combined consump-

tion accounted for 23% of the total world productlon in 1977, but the
share in- 1982, as estimated by USDA, was about 10%.

1). Refer to C I1-2 of Section [1-2- 3] Soybean
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Of the other nations, the”USSR —— like . the South Asian'dountries-
and Middle Eastern petroleum producers-—-has incredsed its consumpu
tion since about 1977, and ‘the demand For palm ol is expected to con-
tinue rising in countries with centrally planned economies, includlng
the East European nations and China,

Although demand in the industrialized natlons has been stagnant

' worldwide consumption of ‘palm 0il: showed a-bilg increase’ {an average of
9.7% a year), from 2.06 million tons in 1975:to 4. .86 million tons in
1980, as a result of the increased demand in developlng natlons
_including producels, ‘and in the Middle Eastern. petroleum produding .
countries and countries with centrally planned economies (Appendix
Table 5-3). This growth rate of consumption, which exceeds that-of .
production, seems to have supported the firm price level of the palm
0il as mentioned later.

II. Situation in Major Consuming Countries

1, India

India could not produce sufficient vegetable 0il to meect
inereasing demand, as a result of sluggish production of peanut,
rapeseed and cottonseed, which are the main-oil crops of the
country., The Government therefore embarked on a stable-supply
policy (including  the reform of the. dlstrlbutlon system with a fair
price system in order-to stablllze the prices). - It also. tock urgent
steps to import edible oil on the strength of the improved foreign
currency. situation brought about by the remittance from abroad
(foreign reserves are estimated at US$6 trillion as of 1977). All
these "causad sharp increases. in the imports of soybean oil-and palm
0il, starting in 1977, Since palm olein suits the Indian taste as a
substitute for peanut .0il, consumption.swelled nearly twentyfold
from 21,000 tons in 1976 to 386,000 tons in 1977 V) despite: the
price increase from US$40?/t in 1976 to US$530/t in 1979 .(CI¥
Europe).. 2} (rable C-1). .Another reason for this is that the average
domestlc prices of other vegetable oils .exceeded the international
prices, - Today India is one of the biggest consumers along with such
palm.oil producers as Malaysia, Indonésia and Nigeria, using up to
10% of the total world production (Appendix Table 5-3). In.1981 it
was_still.the'biggest palm oil importer; but-the OilfWotld repérts

1) Accordlng to the USDA'S survey, India's palm 011 consumptlon was
40,000 tons in 1976 and 439,000 tons in 1977,

2) This sharp palm oil price rise is Sald to be due in part to
India's bulk purchases, : :
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Table C~1-. Production, -Trade and Consumption of Palm Oil
by Major Countries

(1,000 MT)
-~ India o Pakistan

. . -Apparent Apparent

Prod, Imp. Exp. domestic - Prod.. Imp. Exp. domestic

Sl = o consump, CoONnsumnp .

1965 - . D o 1965

1966, - - 11 - 1. 1966 -~ - - -
1967 - 8 - 8. 1967 - 6 - 6
1968 - . - 1 - 1 1968. - - - -
1969 - 0 - 0 1969 - 1 - 1
1970 - 0 0 0 1970 - - - -
1971 - 1 = 1 1971 - - - -
1972 - 1 0 1 1972 - 3. - 3
1973 .- 82 - 52 . 1973 - - - ~
1974 - 53 ~ 53 1974 = 29 - 29
1975 - 8 . - 18 1975 - 123 - 123
1976 - 21 - 21 1976 - 136 - 136
1977 - 386 - 386 1977 -~ 124 - 124
1978 - 379 - 379 1978 - 133 - 133
1979 - - 400 - 400 . 1979 - 201 - 201
Germany, FR - Japan _

] ] Apparent Apparent

Prod. Imp, Exp. domestic Prod. Imp. EXp. domestic

: : o consump. COnsump.
1965 . _ N 1965 .
1966 . - 114 2 112 1966 - - 20 .0 20
1967 - .99 2 97 1967 - 22 0 22
1968 - 126 3. 123 1968 - 28 o 28
1969 - 132 4 128 1969 - 41 1 40
1970 - 115 5 110 1970 - 40 0 40
1971 - 150 4 146 1971 - . 40 0 40
1972 - 151 6 145 1972 - 54 1 53
1973 -~ - 151 7 144 1973 - 100 1 99
1974 - 133 11 122 1974 - 115 0. 115
1975 - 209 20 189 1975 - 107 0 107
1976 - 193 20 173 1976 - 153 0 153
1977, - 197 18 179 1977 - . 146 0 146
1978 - 170 18 152 1978 - 141 1 140
' 0 138

1979 - 174 15 . 159 1979 - 138

[1]-65



USSR : Netherlands

. Apparent o Apparent
Prod. Imp. Exp. domestic prod.  Imp. Exp. domestic
consump . consump «
1965 1965
1966 - 3 - 3 1966 - . 68 8 60
1967 - 1 - 1 1967 = - 640 T 8 56
1968 - 1 - 1 21968 ¢ - A 11 60
1969 - 1 - 1 1969 - 77 16 61
1970 - - 0 - o - 1970 -~ 89 - 19 - 70
1971 - - - - : 1971~ - 129 42 .87
1972 - - IO 1972 - 16177 60 . 101
1973 - - - - 1973 - 160 64 96
1974 " =~ 3 .. -.-" 3 1974 = 147750 97
1975 - - - - 1975 . = 185 57 128
1976 - 10 - 10 - C 1976 - 190 69 - 121
1977 - 46 - 46 1977 - 182 74 108
1978 = - kE:| - 38 1978 -~ 150 59 91
1979 - 98 - 98 1979 - 167 56 111
UK L ' USA : :
‘Apparent . _ Apparent
Prod. Imp. Exps domestic ' prod. Imp. Exp. domestic
' consump ' consump .
1965 _ I 1965 ‘
1966 - 150 0 150 1966 - 34 - k?
1967 - 98 - 0 98 1967 - 29 - 29
1968 - 108 0 108 : 1968 - 46 - 46
1969 - 139° - 139~ 1969 - 72 - 72
1970 . ~ 162, A 161 1970 - 63 = 63
1971 - 222 0 222 .19 - 103 = 103
1972 - 207 3 204 1972 - - 195 - 195
1973 - 244° 0. 244 1973 - 176 . - 176
1974 - 219 0 219 1974 = - 200 ~ 200
1975 T~ 205 3 202 1975 = - 442 ~ 442
1976 «. . 242 0 242. . 1976 - . 360 . - 360
1977 .~ 228 1 227 1977 -~ 250 - 250
1978 - 219 2 27 © 19780 - 149 - 149
1979 - 228 1 227 1979 - 144 - 144
Malaysia o o Indonesia o
" Apparent C _ Apparent
Prod. Imp. Exp. domestic s  Prod. Imp. Exp. domestic
o ‘congump . - _ ' consump.
1965 o R 1965 ' o
1966 188 0 184 5 1966 174 - 1177 -3
1967. 225 0 ° 188 37 1967 174 - 133 41
1968 282 0 285 @ -3 1968 188 -~ 152 36
1969 . 351 0 ' 356 -5 1969 188 -~ = 179 9
1970 430 .2 © 401 3t 1970 216 - 159 57
1971 588 4 7 573 .19 - 1971. 248 - .. 208 40
1972 728 O 696 32 1972 - 269 - 236 33
1973 812 0 797 15 1973 . 290 0 262 28
1974 1,031 1 901 131 1974 351 0 281 70
1975 1,161 1 1,160 - 2 1975 411 0 386 25
1976 1,380 0 1,263 117 1976 433 0 405 28
1977 1,614 0 1,292 315 1977 497 0 404 93
1978 1,786 0 1,280 506 1978 524 - 412 112
1979 2,180 - -

1,356 824 1979 610 350 260
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Nigeria -

: e Apparent
. Prod.  Imp. Exp. -domestic
ST e S - consump. -
965 Tl
1966 713 - 145 - 568
1967 410 - ~ 17 . 393
1968 - 370 - - 3 367
1969 445 - 8 437
1970 %40 - -8 . 532
1971 600 - 20 580
1972 . 590. - 2 588
1973 590 - 0 590
1974 600 - 0 600
1975 640 - 3 609
1976 655 . - 3 652
-1977 660 1 1 660
1978 - 670 5 3 672
1979 . 675 12 . - 687
Ivory Coast
- Apparent
" Prod. Imp. Exp. domestic
S S consump »
1965 - . .- - -
1966 17 4 1 20
1967 20 % 1 20 -
1968 22 2 0 24
1969 - 28 i 2 27
1970~ 50 = - 12 - 38
1971 &1 - 28 . 33
1972 93 - 47 46
1973 . 99 - 55 44
1974 145 - 101 44
1975 {53 - 13 40
1976 150 - 91 59
1977 148 - 78 70
1978 145 -~ 75 70
1979 158 - 49 109
Source: ~FAO

Zaire

: o Apparent

- Prod., Imp. Exp. domestic

o © CONSUMpP.

1965

1966 124 - 78 46
-1967 149 - 109 40
1968 242 - 97 145
1969 = 245 - 135 110
1970 - 231 - 119 112
1971 220 - 36 184
1972 208 - 83 125
1973 194 - 67 127
1974 184 - 69 i15
1975 181 - 40 141
1976 175 - 42 133
1977 173 - 21 152
1978 170 - 10 160
1979 170 - - 170

[17-67



that imports fell by 11% from the prevxous year to 475, 000 tons,
This was because the doméstic supply of’ peanuL 0il was more adequate
_than usual as’'a result of production increase. encouraged by the
government, and the use of palm oil tor maklng vanaspatl was banned
as a result of pressure from domestic vanaspati makers. A further
“veason was. that soybean oil imports lncreased since soybeans and:-:
their oil were heavily oversupplied wor ldwide and prices were lower
“-than for palm oil, India's consumption ¢lassified by use is not
clear, but most of it is taken to be used for- vanaspatl.

2. Pakistan

Pakistan's economy is not in good shape because of the stagna—
tion of production of cotton and exports of cotton products; the.
country's key. 1ndustry.- However, consumption -of palm oil; alonq
with other edible olls, increased steadily, aided by the liberaliza-
tion of edible oil lmports in July 1978. Remlttances ‘from Paklstani
workers in the Middle East petroleum producing nations, which sub-
stantially improved the country's international balance of payments,
were also a contrlbutory factor. :

Palm 0il is mainly'used as a raw material of vapaspati. There
are two types of vanaspati makers: government-run and private. The
former are obliged to use the palm oil imported by the Pakistan:
Trade Corporation, but private manufacturers can import their own. .
Recently the imports by these private companies have been on the
increase, causxng various problems in the distribution process, .. The
Government is® onsequently intending to restrict 1mports by these
private makérs in the near future, and as a flrst step, in December
1981, it reportedly started to make substantlal increases in import
duties on prlvately imported oil, :

Paklstan s-imports and consumptlon 6f palm oil are also likely
to be affected py the domestic production of vegetable oil (mainly’
cottonseed oil)}, the foreign currency situation and political trends.

3, Petroleum Producing Countries in the Middle East

‘In. countrles 11ke Iraqg, Saudi Arabia and Kuwait, vegetable o;l
consumption began to increase in the mid-1970s backed by the _
increased petroleum revenues. It is still growing because palm oil
¢an be used as a substitute for ghee, as mentioned before, and it
suits the people s taste in these nations.

.'Iraq's palm o0il imports rose from 50,000 tonsg to 80,000 tons

from the'19605 to the mid-i1970s, but has stayed somewhat above
100,000 tons per year since 1974's import which was in total of
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© 107,000-tonsg, . In 1976 Saudi Arabia and in 1979 Kuwait entered the
palm ol l market, importlng about 70,000 tons and 60,000 tons,
respectively, in 1981.

This increase in 1mporte is due in large part to the switch
from processed soybean 0il from the EC nations to refined palm oil
~ from ‘Malaysia, which has. advanced refining technology as well as a
geographical advantage. These importing countries do not-have suf-
ficient processing. fa0111t1es, and when compared with processed
soybean:oil, palm oil is praferable because it is more suited to the
Middle Eastern palate; even though it is more expensive,  This is
considered to.be the reason for the steady growth in consumption.
Political -stability, amelioration of port facilities and -domestic
transportation and further improvement in the local diet will be
necegsary .for steady growth in palm oil consumption in the future,
However, in the light of the size of the population, consumption
cannot be expected to grow beyond a certain level,

4, - Nigeria and Other African Countries

Nigeria is.a.traditional palm oil producer as well as the
biggest consumer, and is the country with the largest population in
Africa. In-recent years per capita oil consumption has grown with
the ‘increasing petroleum revenues and the population concentration
in the cities, making the country a typical consumer. '

The country had been the world’s largest producer of palm 011
until 1971 and biggest exporter until the early 1960s (Tables B-1
and ‘Appendix Table 7), but the strife in Blafra in the 1970s brought
about the devastatlon of oil palm estates and preduction thereafter
has been stagnant. Meanwhlle, the proeduction of peanut -— the
country s main supply scurce of vegetable o0il — glumped in 1973
because of a drought, which brought this industry to its knees by
1975, and palm oil wasg diverted to domestic use. In 1977, the
‘country became an importer of palm 0il. Nigeria's palm oil is not
likely to be on the international markeéet in the near future.

According to the FAO, Nigeria's palm 0il consumption grew by an
average of 2.6% per year, from 532,000 tons in 1970 to 687,000 tons
in 1980 (Appendlx Table 5-3). 1In 1979, it is the largest consuming
country in the world, most of the oil being used for food.

Increased- incomes brought about by petroleum revenues and

" draining of the agricultural populatlon 1nto the cities are aggra-
vating the sluggishness of farm production and accelerating the
growth of consumption. As a food importer, the country is already
becoming a market of some significance.

Among the other major consuming countries in Africa are the
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Ivory Coast and Zaire. Both. are palm oil producing: countries, but,
as-in ngeria, donpestic: consumptron tends to expand avery Year.
Although the Ivory Coast is one of the biggest: exporters, aftex
Malaysia and Indon951a, the surplus avallable for export is
derreaslng. : : : S : '

In the whole of ‘Africa, vegetable edible: oil consumptlon -showed
‘a sharp increase: 3% of oil consumption were. 1mported in the.1950s,
13% in the 1960s. and 18% in 1976‘- This is because in African’ _

- nations south of the Sahara, oilseed productlon ‘as -a ‘whole had been
considered to be a base for material supplies: ‘to ‘their Former: suze-
"rain ‘states, while:incredsed income after 1ndspendence has increased

the importance of home consumption. In the north African Arab
nations also, particularly in Egypt, increasing level of oil con-
sunption is thought to be contrlbutlng to the expanslon of 011
imports. : -

Table C-2 Output, Exports and Imports of
Edible Vegetable Oils in Africa

(MT)

Output Exports Imports - Balance

Pearnat 1,004 273 150 &84

Soybean _ 18 - 149 167
Rapeseed 7 - 137 144
Sesame seed 248 . 56 A5 207
 Cottonseed . 342 11 182 513
Sunflower seed- 145 - 27 172
Olive _ 195 75 43 163
Palm 1,084 125 - 959
Palm kernel. 320 207 - 113,
Copra ' 115 35 - 80
1976/77 Total 3,478 932 553 3,099
19608 3,083 1,449 238 1,872
19508 _ 2,747 1,286 42 1,503

Notes: 1) All ltems are calculated in terms of 011
' equivalent.
2) For the sake of ‘convenience, peanuts and gesame
seeds for eatlng are 1ncluded in the figures for
1 these products. :

Source: 011 Industry Yearbook, 1978 -
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5, =EC'Countries7

 The EC countries have Lradltlonally heen a large market for
palm’ Oll. However, ‘unlike ‘consumption in the South Asian countries
atd Middle Eastern: petroleum producers, that in the countries of the
EC has remalned unchanged since the late 19708, and in 1981 imports
decreased ‘from the previous year by 13% to .about 650,000 ton, This
was malnly becausa of 'a narrowed price difference between palm oil
and soybean oil- resultlng from mass purchases of palm oil by such
countries -as India, Especxally in 1981 a relatively abundant supply
caused by huge opening stocks of soybean oil in the world changed
the price relatlonship ln favor of soybean oil: thé monthly average
price of palm oil wasg at most $127 and at least $24 higher ($64
annual. average) at CIF Rotterdam, and this has driven users to soy-
bean oil. Furthermore, the EC countries' slow consumption can also
be attributed to the differential import taxes (imposed by the EC)
—- 4% on crude and 12% on refined oil, while 8% is levied on refined
soybean oil for food and 5% on industrial use. ‘Thus, most of the
palm oil imported_by the BEC countries is crude.

However, -although heavy duties are 1mposed on refined palm oil,
1mports have been' on the increase in recent years. According to
0il world, 163,000 tons’ of refined oil was imported from Malaysia in
71979 (RBD 1) palm oil, 9,000 tons; olein, 28,000 tons; stearin,
65,000 tons), but this figure increased to 230,000 tons (47,000
tons, 31,000 tons, 67,000 tons respectively) in 1980.

The uses of palm oil differ from country to country, and have
recently begun to show variations. In the Fedéral_Republic of
Germany, palm oil is used for processed foods such as margarine and
. shortening, The British used it as cooking oil and the Dutch put it
. to industrial use such as raw material for soap (Table C-3}, Sales
of stearin, in particular, which is used for making soap and fatty
acids, are rising sharply. Aside from the problem of import. taxes,
the EC is considered a potentlally large palm oil market both now
and in the future. :

However, in the EC nations, as in the United States and Japan,
competition with other oils and fats such as soybean, rapeseed and
sunflower seed oils, tallow, lard, fish oil, etc., is intense,
Since. the demand for soybean cake as a feed is growing, the supply
of soybean oil is also expected to go on increasing in strong com-
petition with palm oil.,  Therefore no sharp increase in consumption
of palm o0il is likely in the near future. :

1) RED: Refined, bleached and deodorised
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Table C-3 Consumption in Major Consuminq_Nations, by. Use -
(Averages for 1972-74 and 1975-77) S
R ~. {1,000 MT)
1972-74 -1878-77
Manufacture Manufacture. - ; .
Fobd Non = Food Total Yooq - Non Food Total
- food : . food L

NOn'pfoducing-countriés.

Developlng countries o _ o
India - 36 - 36 114 - =114
pakistan - 16 - 16 33 98 1

B - (25) (75) . (100)
Developed countries _ _ o o _
UK . ' 65 62 97 224 48 70 106 ‘224
(29) (28} (43) (100) (21) (31) (47 (100)
Germany, FR 137 - - 137 180 - - 180
Netherlands - 38 60 - 98 119 119
: ' (39) - (61) o {(10m :
USA 141 40 o 191 308 15 36 358
- (74)  (21)y- (5) {100) {86)  (4) {10} (100}
Japan 19 58 12 -89 31 84 20 135
{21) {66} {(13) (100} {23y {62) (15) {100)

Centrally planned
USSR - - - - 15 15
China - 122 22 144 - 147 26 173

(85) (15) (100) 85 15 100

Producing countries - : . : E .

Malaysia 5 14 - 14 - 33 59 87 .. 34 181

' . : (15) (42) (42) (100} (33} (48) .(19) .{100)
Indonesia - - iz 32 - - 57 57
Nigeria - 19 438. 458 128 20 495 642

. _ {4} (98) (100) {20} - (3} (77). (100)

Ivory Coast _ - 35 9 - 44 1 8 43 52

: {80) (20). (100) -(2) (15) (83} (100)
Zaire - 10 99 . 108 - 7 - 128 135
(2) (91} {100) {5) (95) (100)

Note 1) Percentage by use is listed in ( ),

Source:

2) Figures for food in Japan might be blgger than the flgures

which appear in this Table.

FAO, Food Balance Sheet
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6. The United States

.- .The United States is the world's largest soybean producer, and
the importation and consumption of palm oll change according to the
. .price relationship between the two oils. Imports are down to bet-
ween oneé-third and one-fourth of the large imports in 1975 and 1976,
but palm oil's characteristic stability and suitability for proces-
" sing have made the demand continuously steady. In 1981, despite the
relative gstability in the soybean oil price, palm oil consumption
even increaged. - . :

_ ~Palm oil is méinly used ﬁor making processed foodatuffs, e.g.,
‘margarine, shortening, refined lard, eto.

7s Japan

Palm oil entered the Japanese market when its production in
Malaysia expanded in the early 1970s when the Malaysian production
expanded remarkably. At the same time, the sharp rise in the inter-
national price of soybean (in 1973) and soybean oil {in 1974)
~occurred. In 1973, 100,000 tons of palm oil was imported, nearly
doubling the previous year's figure of 55,000 tons.

"The reasons for this high growth of palm oil import are: a.
Supply was stable; b. Consumers wishing to avoid cholesterol favored
vegetable o0il; c. It was easy to process into foods like margarine;
d. The price was lower than that of soybean 0il; and e. Having simi-
lar properties to lard, it was capable of being used as a substitute
for it. '

. However, consumption peaked at 153,000 tons in 1976 and in 1980
a recovery of demand took it up to 148,000 tons, but the trend is
‘generally level off or on a gradual decrease. The main reason for
this is that, although palm oil entered the Japanese market as a
"cheap 0il", it lost its comparative cheapness and approached soy-
bean oil in price. In Japan, more than half of the use of cooking
0il is for frying, and palm oil with a high melting point has cer-
tain limitations in this use. 1In any case, in Japan, as in the

" Western nations, the demand .for palm oil is still determined by its
price relationship with other oils especially soybean oil.

The palm oil in Japan was previousiy for non-food use to some
extent, but now it is mostly used for processed oil foods, such as
margarine and shortening (Table C-4)}.

In 1981, while the total imports of palm oil decreased by 5% to

141,000 tons,; imports of palm oil stearin doubled from the previous
year's 5,000 tons to 10,000 tons. Since the use of stearin, which
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fable C~-4  Palm Oil Consumption in Japan

{1) Consumption for Food Manufacturing

‘(tons of cfude)'

1976 1977 1978 1979 . 1980 1981
‘Margarine - : 25,584 24,658 125,331 26,616 23,627 - 29,866
Shortening . 29,894 35,466 33,170 32,184 35,944 35,671
Refined lard 8,372 6,377 5,000 5,494 6,196 8,400

Other edible
processed oil

Total 91,128 95,149 93,400 96,927 102,939 109,497

27,278 28,648 29,899 32,633 37,172 . 35,560

Source: Food 0il Division, Ministry of Agriculture, Forestry and
Fisheries, Government of Japan

{2) Consumption in 0il Processing Industry-

(M7)
1976 1977 1978 1979 1980 1981
Hardeners - 11,180 19,146 8,943 9,971 11,354 12,779
‘Solvents _ 126 - - 19 63 29
Soap ' - 36 40 23 49 22 10
Detergents, surface : o ' ' S
active agents, : 1,452 1,991 1,762 1,441 861 - ~.982
higher alcohols _ -
Others : 43,154 46,393 54,462 54,622 = 56,500 40,887
. Total 55,948 67,570 65,190 66,102 68,800 . 54,687

Note : "Hardners" and "Others" are taken mostly for food, whereas,
-~ '"Solvents"; "Soap", "Detergents, etc." are for pure industrial
Source: Chemical Industridlfstatistics Diviéian, Ministry of
International Trade and Industry, Government of Japan
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has a melting point of 47°C to 48°C, is limited to a particular

field, much of the volume imported is for industrial use, and such
“lmports are:likely to ihcrease. - Malaysia's repeal of the export tax
~on ‘RBD stearin in-October 1981 made it competitive to tallow,

By USSR

The U&SR, along w;th Indla, has increased its palm 0il imports
and consumptlon drastlcally during the last 4 to 5 years. - Imports
soared over ‘quintuple, from 10,000 tons in 1976 to 46,000 tons in
1977, -and in 1979 they réached 105,000 tons — more than twice the
previous year's figure. 0il World predicts that in 1981 the imports

“will be: 147,000 tons —- 45% over sr the 1980 level «~-- and will reach
the 300 000 ton mark in 1982,

Abput 90% of the 1mpo:ts ‘are thought to be RBD palm oil used
for making margarine and ghee, and the rest consists of stearin,
which is ‘used ds a substitute for tallow in the manufacture of soap.

The major oilseeds producded in the USSR are sunflower seed and
@ottonseed, whose combined production represents about 90% of the
total. Recéntly, however} prodhction has tended to level'off, and
imported seeds and their processed goods are continuing to increase
the proportion in the total supply.

Accordlng to the U.8. Department of Agrlculture,1) imports of
soybean oil in 1980/?981 exceeded those of palm oil, but in 1978/
1979 and 1979/1980, palm oil imports were the second largest next to
those of butter, so that it became a major imported oil. Because of
the great demand for oil meal for use as feed, the USSR imports much

more soybean than other oilseeds, but its trade partners and the
amount of purchases vary widely depending on political factors., In

the last few years it has been reported that the country is trying
to stabilize the domestic supply by increasing the imports of vege-
- table oilsg, so the importance of palm oil for mixing into butter,
which is in short- supply, is likely to continue. 2}

The USSR usually buys an amount equivalent to several months'
demand at a time, and this action, as in the case of grain, causes
disturbances in the international market.

1) USDA, Foréeign. Agriculture Circular, September 1981

2) It is thought that the USSR has not yet established advanced palm
0il processing technology. However, it is reported that the oil
can be made into margarine in that country.

11}-75



9., China

_ Accordlng to the FAO, Chlna has been increasing 1ts palm Oll
consumptlon since the 1960s, - along ‘with .an expansion of production,
starting at an annual rate of 12,5% in the 1960s. Althouqh ‘the' -
growth rate slightly diminished in the 1970s {7.9%),’ consumptlon .
-reached 229,000 tons in 1979. Meanwhile,_palm oil imports, which
were negligible in the 19608, began to grow around 1977 and: reached
45,000 tons in 1979 (Appendix Table 8).. It is thought that China's
~palm oil processing techniques; like those of. the USSR, ‘have not yet
reached a satlsfactory standard, but the oil ds malnly used for
industrial purposes, stearin being used in maklng soap, and oleln
for food.- :

In the last 4 oY 5 years, the productxon of oil, chlefly from
rapeseed and peanut, has been on the rigse in China. As of- 1981 the.
per capita consumption of edible oil is as little as 3.3 kg, but if
the country adopts a policy of increasing this figure, the consump-
tion of palm oil will also expand, As mentloned before, the country
is trylng to raise-palm ¢il production around Hainan - Isliand, but
there is a ‘possibility that it will increase imports even more.

Such changes are being watched for.
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D

THTERNATIONAL TRADE AND PRICES

I. The International Trade Situation

Untll the 19605,_the general flow of oil- palm producLs in the
world was from Africa to Europe, but today they are.spreading out all
over the world from Malaysia and Indonesia.  In the late- 1970s, the
South Asian countrles and- the petroleum produclng countries in the
Middle East emerged as large palm oil 1mporters (Fig, D-1).

Palm ocil exports_went up rapidly at the beginning of the 1970s,
reflecting Malaysia's production growth.. During the 9 years from 1971
to 1979, 'world palm oil exports rose from-1.16 million teons to 2.29
million tons, a' high average rate of 7.8% a year (Table D-1).

In Malaysia, refined palm oil (RBD palm oil, palm.olein, palm
stearin, etc.) accounted for 17.5% of the country's palm oil exports
in 1975, but due to the policy of raising added value, the proportion
rose to 93.9%, or 2.35 million tons, in 1981 (Table D-3). Only a
little of crude palm oil are now exported from Malaysia, including
that from East Malay51e. Thus the exports from the Peninsular Malaysia

-are mostly reflned, but the greater part of palm crude o©il is exported

to the EC nations such as the United Kingdom and the Netherlands., In
these countrles palm oil: reflnlng and processing industries have long
been establlshed, and -there-exists a strong demand for crude oil. The
governments of these countries impose duties on processed oil products
ducts in: favor ‘of crude oil 1mports (see BAppendix Table 4 in [1-1]
Generenal Descrlptlon on Ollseeds and 0ils}.

Palm oil imports are 1ncreasing chiefly in the South Asian and
Middle Easterﬁldeveloping.countries. India and Pakistan, in particu-
lar, increased .their imports from 140,000 tons {7.1% of the total
world imports) in 1975 to 600,000 tons (24.5%) in 1979. This is
closely related to the production of oilseeds such as peanut, rape-
seed, ete., in the region, and to the foreign currency situation.

‘According to 0il World, India reduced its palm oil imports in 1981 by

11% from the previous year to 475,000 tons because of the donestic oil

situation.

With the growing population dnd income, oil consumption in the
developing countries is expected to increase from now on, and their
trade in palm oil is likely to become vigorous. In African nations
which are traditional palm oil producers, the surpluses available for
export are shrinking, and the volume of exports is likely to dwindle.
The oil trade will therefore expand with even more dependence on
Malaysia, '
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A major characteristic of the palm oil and palm kernel oil ‘trade
is the large volume of re-exportation from countries like Slngapore
and the Netherlands. Exports of crude and kernels from Malaysia,
which produces. about half of the’ world total, have come . to account for
only a fraction of the total due to the country's export taxatlon
system intended to raise added_value. ) _Furthermore, the prooessxng
industry in-the producing countries has been deveéloping. @ Consequently,
the volume of trade of re- exportlng natlons has been unchanged in the
last few years. As for palm oil, however, the Federal Republ;c of
Germany re- exports about 20,000 tons, or.15% of the amount lmported,
the Netherlands 60,000 to. 70,000 tons (one ~third té:half); and Slngan.
pore 400, 000 to 700,000 tons (near}y all) The -Federal Republlc of
Germany re- exports to France, Australla, Sw1tzerland and African coun-
tries; and the Netherlands to the Federal Republic ‘of Germany, France,
Belgium, the Middle East and Afrlcan countriés (Table D~4), - 8ingapore
rexports toc a large number of countrles, v:rtually the whole world, 50
that it acts ag a maijor distribution center, and . there are many’
Burcpean and American dealers handllng palm oil and. palmn kernel oil in
Singapore (Table D-5).

Altnough a succession of palm 011 produc1nq countries -dre hecom«
ing independent traders, Slngapore is at the center of a network
making the most of its status as a free port. Massive transactlons
will probably be carried out. dlrectly between produ01ng and consumlng
countries as a matter of policy, but with Malaysia's" productlon on the
rise, the role played by Singapore in opening up new markets. and
creating new demand should be noted. Among the countries to which
Singapore exports over 50,000 tons a year are the USSR, Bangladesh,
India, Pakistan and Saudl Arabla. ' : .

II. Practice of International Trade

International transaction in palm ©il depends on the situation in
the exporting and 1mport1ng countries and the relations between
nations., Malaysia, which accounts for about 60% of total world palm
o0il exports, and Europe, where approx1mate1y one fourth of the world-
trade is carried out, are discussed below as examples of an exporter
and an lmportlng market.

1) The export taxatlon system in Malaysia was revised in January 1,
1978. In this revision, in addition to the basic taxes, tax ‘exemp~
tion based on the degree of processing wasg lntroduced. Thé amount
of the tax is determined according to. the gazette price for raw and
procesgsed oils announced on the first of every month (Gazette
price: the WE1ghted average of the FOB price of exported palm oil
between the fifteenth of the month two months before the given
month and the fourteenth of the preceding month).
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Table D-4 Imports and Exports of Palm 0il by the EC

(1,000 MT)
1976 1977 1978 1979 1980
Germany, FR'. Imports 193.3 197.5 170.4 174.9 173.6
s Exports 20.0 18,8 18.7 S 1501 27.1
Netherlands Imports 190,9 182:9  150.6 167.0  ° 204.0
) Exports 70.7 74.0 . 52.9 56.7 76.5
UK Inports 242,2 228.8 219.5 228.7 183.4
EC Tnports 798.6 766.0 719,2 783.5 756.7
Exports 96,8 108.5 93.8 89.5 119.3
W. Burcpe Imports 858,9 826;? 782.1 852.9 833.9
World ‘Imports  2,105.1  2,450.1  2,455.0  2,875.3  3,475.4
© EBxports = 2,228,9  2,397.8 2,474.9  2,956.9  3,636.1

1} Germany, FR's Imports and Exports of Palm 0il

{1,000 MT)

Imports : : Exports :
1979 . 1980 1979 1980
Malaysia 71.0 53.1 France 1.0 3.0
Indonesia ) 48.5 51.5 Australia 4.1 4.7
Papua New Guinea. 8,2 13.7 Switzerland 1.7 1.7
Ivory Coast 15.7  27.8 Algeria 4.1 3.7
Netherlands 20.5 17.9
Total - 174.9  173.6 Total 15.1 27.1
2) The Netherlands' Imports and Exports of Palm 0il
- (1,000 MT)
Imports- Exports
1979 1980 1979 1980
Malaysia - 78.4 65.9 W}_Germany 23.1 19.8
Indonesia . _ 60.5 88.5 France _ 18.4 17.7
Papua New Guinea 11,7 11.5 Belgium-Luxemburg 4,4 4.6
Ivory Coast 1.5 13.4 UK 2.9 2.6
Zaire o . 4.7 Iran o 23.1
Total 167.0  204.0 Total 56.7  76.5

Source: Oil World
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Table D~5 Singapore's Imports and Exports of Palm 0oil
o (1,000 MT)
1979 _ 1980
Imports Exports . Imports = Bxports
Palm oil 568, 3 492.2 74,3 678.8
Processed oil (295.1) . (108.7). (623.2) . {171.0)
Palm kernel oil 9.5 11.4. 2.4 13.5
Palm Oil Exports from Singapore
_ (1,000 MT)
Palm oil -~ Processed palm oil. - .
1979 1980 1979 1980
Netherlands 52,9 - 25.5 (3.0)  (3.4)
CItaly 8.5 6.7 { ~) (-
UK. 10.0 7.9 (10.0) (7.9)
‘Spain 6.2 5.6 (-~ .=~
Portugal 7.3 5.2 (- (-
USSR ©39.8 57.1 (~) (=
UsSA - . 5.0 - (5:0) ~ { ~)
- Japan 12.3 8.1 C{%.0) 0 (8.1)
Korea, Rep of 3.8 20,2 (~) { -
Taiwan 1.7 3.2 {(0.1) (1.1)
China T 4.3 0.3 (4.3) (0.3)
Thailand 6.8  17.4 (3.9) {13.2)
Burma 7.2 - 6.7 (7.2) (6.7)
Bangladesh 1.7 50.4 {0.2) (18.6)
India 100.4  116.6 (17.0) {22.7)
Pakistan 1116 154.3 { -~y (=)
Iraqg 3.5 10.9 -y (=)
Kuwait 0 9.5 { - { -
§. Arabia 57 .4 90.5 {38.4). (59.8)
Israel 1041 7.6 (2.8) (0.8)
Jordan 343 6.5 (-~ (-
Syria 1.0 3.7 {(1.0) " (3.7)
Egypt.
Tanzania 2.9 2.5 { - ) { - )
' Kenya 1.9 3.1 {0.1) (0.8}
Others 33.1 59.3 (10.7) {24.1)
Total - 492.2 578.8 {(108,7) (171.0)

" Source: 0il World
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1. Malaysia

' ﬁalaysiais‘palm oil distribution route generally runs from. a
farm owning an-extraction mill that produces'crude to the refinery,
to the dealer’ and to the lmporter.

One dlstribution system of crude oll in Malaysia is that of thé
MPOGC (Malaysian Palm Oil Growers' Council), which was reorganized
from the MPOPA (Malaysxan Palm 0il Producers' Assoc1at10n) 1ts
main member: enterprlses are ‘major prlvately run plantations which.
garry out the series of.operations from cultlvatlon to extractlon.
_While world trade was formerly,centered on market prices in London,
‘the European oil palm. planters formed a cartel to pool palm oil and
control the trade and prices. It is said that MPOPA, which inher-
‘ited the functions of this London. pool, used to handle 90% of the

total exports,: -In July 1974, thé pool system was abolished, and
each' of the former member became: free to: conduct sales activities in
its own way. ~However, even after the abolition, trade was conducted
on bargain contracts established by MPOPA, and other dealers were
frequently excluded.

‘Until the mid?1970357when most palm oil exports from Malaysia
were of crude, the leading plantation groups with large storage
facilities held sway over the distribution system and controlled 80
to 90% of the trade. Today, however, since exported palm oil is
mostly refined, MPOGC's control is considerably limited.

“The shlft in- exports from crude to reflned ‘0il created a similar
change in long-term contracts for shipping frelghts. Formerly there
existed a long-term contract between the MPOPA and the FEFC (Far East
‘Freight Conference) for Europe-bound exports, and the members had to
use the FEFC, but gained favorable charge conditions from bidding
shipping companies. For US-bound exports there was a similar con-
tract with Stalt Nielsen, a large shipping company providing favor-
able rates for members. However,. with the palm crude exports on the
decrease, long-term contracts of this type have almost disappeared.

As for refined oil exports, although there are more than 40 .
refining companies in Malaysia, PORAM (Palm Oil Refineries' Associa-
tion of Malaysia) does not have such tight control as the MPOPA, and
refineries make individual contracts with shipping companies.

Although the quallty standards of crude and refined oils are
not unlform,-thelr general characteristiecs are llsted in Table D-6.

The total cﬁpdcity of Malaysia's storage'tanks is about 610,000
tons as of 1980, but if the 320,000 ton capacity of porthead tanks
(Malaysia, 263,000 tons; Singapore, 59,000 tons) is added, the capa-
city amounts tb 930,000 tons. Major estates have their own large
storage facilities, and small ones without them are in practice
forced toc sell the oil to the big companies.
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Table D-G Quality Characteristics of Malaysian Crude Palm 0il
' at Time of Shipment

Standard Quality Special guality

Property Typical value Range Iyp1<a1 valuc Range
F.ELA, (2) 3 Ll 1.3 Ct 042
P.V. {m. -equiv./kg) 4.5 k2 3. X
100 .(a.235 + a.270) | 15 h 3 10, - &2
Heat bleachw 0.7 r.0.3. 0.5 . 0.3
Mixed bleach 1.2 1 0.6 1.1 + 0.2
Moisture (%) 0.1 0,03 0.1 ¥ 0.03
Tmpurities (%) <0.01 - <0.01 -
Iron (p.p.m.) : 3.5 +-1 3.5 21
Copper-(p.p.m.). < <0.2 - <0.2 -

* Resldual colour in Lov1bondred unlts moasutcd in a l lnch cell after bleach-
ing under CO, at 300°C for 30 mioutes.

Residual colour in Lovlbondled units medsured in-a. 5 1/4 lnch cell after

a heat. bleach under CO, at 240° ¢ for 2 hours lollowed. by a.-20-minute bleach
at 110°C with 1% tonsil earth. In general, it is found that-Special
Quallty 0115 give consistently better colours with most bIQAthng methods,

MPOPA: Malaysia Palm 0il Producers Assoc1at10n

(B) OQuality Chéractériétics of Malaysian Proqessed Palm 0il

Fatty Acid (%) Symbol - , Range
S Palm 011l Palm Olein Palm Stcarln
SATURATED - . B
" Lauric S 12:0 0.1 - 0.4 0.1 - 0.6 0.1 - 0.4
Myristic - 14:0 - 0.9 - 1.4 0.9 - 1.4 1.1 ~1.8
Palmitic - 16:0 : 41.9.-46.7 37.9 -461.8 46.6 -73.8
Stearic 18:0 4,3 - 5.1 4.0 ~ 4.8 4o = 5.6
Arachidic 20:0 0.3 - 0.7 0.3 - 0.8 0.3 - 0.7
MONOUNSATURATED o
Palmitoleic ~ 16:1 i 0.1 ~ 0.3 0.1 ~ 0.3 <0.,05- 0.2
Oleic 18:1 © 0 37.3 ~40.5 41,2 -43.6° 15.6 -37.0
 POLYUNSATURATED N 7 , R
Linoleic 18:2 9.1 -10.6° | 10.4 -13.4 3.2 -~ 9.0
Linolenic S1B:3 <0,05- 0.6 0.1 - 0.6 0.1 -~ 0.6
Todiné Value (Wij's) 51.0 ~55.3 | |56.1- 60,3 | 21.6 ~49.1
Slip point, °C ' 33.2 -38.9 N.ML | 64.6--56.2
Cloud. point, °c R NG L 6.1- 14,3 " N.M.

# - gource: Tentative results from current PORIM {Palm 0il Research
Institute of Malaysia) Survey.

N.M. - Not measured.

(1)-88



Thé main exporting ports are Port Kelang, Butterworth Pasir
Gudang - (Johore) and Kuantan (Pahang) 1)

Under the pOllCY of ralsing added value, Malay51a inposes -
h]gher export-duties on crude, Whlle the duties on processed palm
0il go down with each stage of processing (four stages), so that for
oil in‘theﬂfoufth'stage7{fully-réfined oil) the duty is zero.?) The

1) The sizeof each shlpplng port is 1ndJcated asg followq-

as port’ Kelang.‘Has a porthead tank of 82 500 tons owned by five
prlvate ‘companies (Socfln, Barlow, Boustead, Harrison & Crosfield
and Sime Darby),_a_tank of some 31,000 tons owned by FELDA, and
three berths’ (28,000 tons}. The capacitiés of pipeline (300~
600 m) - from tankyard to berth are 150-200 tons/hour each.

‘b.:Butterworth: Has a modern facility owned by United Plantations,

- a tank of 23,100 tons owned by Palimex, one of 21,000 tons owned
"by tnilate and one of 6,000 tons ¢owned by Barlow Boustead (total:
56,000 tons}., The capacity of the 200 m pipeline from the tank-
vard to the berth is 200 tons/hour in each case.

‘©. Pasir Gudang: Has a tank of 33,000 tons ownéd by FELDA and
Johore Bulkers, which is: exclusively for processed palm oil, and
a berth with-a. loadlng capacity. of 150-300 tons/hour still
operated by Guthrie., However, until the port was constructed,
FELDA used Singapore Palm 0il Bulking {(tank, 12,000 tons; ship-
ping dapacity, 250 tons/hour}, a member of the Guthrie group, and
shipped from Singapore.

2) Exemption Formula for Processed Palm Oil wlth effect from Oct. 23,

1981 at 4:00 p.m, - -

Export:duty for processed palm Exemption
Category i : )

I  $95 and less ' - g 100%
- above $95% - $200 and less 0.5 {(Pp-95) "+ 95 + .35(Dp-~Dc)
®  $200 - $365 0o 0.35{Dp=~200) + 147.5 + .35{Dp-Dc)
$365 and above o 0.2 {Dp-365) + 205.25 + .35(Dp-Dc)

IT  $95 and less . , . 100%
above $95 - $200 and less 0.6 (Dp-95) + 95 + .35(pp-Dc)
“n $200 - $365 = 0.45(Dp-200) + 158  + .35(Dp-Dc)
$365 and above 0.3 (Dp-365) + 232.25 + ,35(Dp-Dc)

IIT $95 and less | : - 100%
above $95 -~ $200 and less 0.65(pp-95}) -+ 95 .+ .35(Dbp-De)}
' we ' $200. - $365 " 0.5 (Dp~200) + 163.25 + .35(Dp-Dc)
$365 and above _ 0.35(Dp~365) + 245.75 + .35(Dp-~Dc}

IIIA 3595 and less o ' _ 100%
'  above $95 ~ $200 and less 0,7 (Dp-95) + 95  + .35(Dp-Dc}
. n $200 - $365 " 0.55(Dp~200) + 168.5 "+ .35(Dp-Dc)
$365 and above 0.4 (Dp-365) + 259.25 + ,35(Dp-Dc)

v : o Full exemption - 100%
Dp = Duty on processed palm oil Do .= Duty on crude palm oil

Source: Royal Customs and Excise Department, Malaysia
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amount of duty is determlned by the duty rates correspondlng to the
gazetted export priCES ahnounced - on: the first day of each month, so
producers and dealers wateh these price movements w;th great atten~:
tion. The gazetted export prices are’ weighted® averages ‘of . the FOB
export: prices bhetween the 16th- day of the seécond month before .a-
given shlpment month and -the 15th day ‘of - the month before, . Based on
‘these gazetted prices, the amount: of duty is. calculated u31ng the
Formula determined from the duty llst (see Appendix Tables 9~1 and
9-2).  Most of the palm oil exported from East Malay31a is Stlll
crude, so the country grants estates and smallholders a 30% exemp~
tion of export duty. - : R

Malaysia imposes export premiums on palm oil., PORLA {Palm 0il
Registration and Licensing Authority) exacts M$ 1 per . ton of crude
from factories for the operating and managing costs of export regis-
tration, | PORIM (Palm Oil Research Institute of Malaysia) also adds
a premium of M$ 4 per ton of crude for the cost of its research
activities,

The Kuala- Lumpur Commodltles Exchange (KL.CE) was establlshed on
October: 23, 1980 as the world's first regular palm 011 market. Its
system is said to be a’ mlnlature of the Chicago Commodity market. 1)
In addltlon_to palm 011, rubber and tin are also traded at KLCE.

1) Outllne of Kuala Lumpur Exchange
'~ Source: 0il, Vol 34, Ho.1 (in Jaoanese)
Trading hours: :
_Open from Monday through Frlday for four hours each day:
11:30 a.m.~12: 30 p.m. and 3:00 p.m.~6:00 p.m., except on
days off de51gnated by the ‘Steering Commlttee,
Outllne of Trade:; (In Malaysian §)
Unit: 1 lot = 25 metric tonhs (Chlcago is. almost the same:
- ) 1 lot = 30 short tons) :
Commodity: - Malay31an crude palm oil. of hlgh quallty

Quality : FFA under 4% {at time of storage), FFA under 5% (at
_tlme of. removal from tank), water and residue under
0.25% S

belivery Destlnatloﬁs: Malaysia's approved tahksiin_major ports -
specifically; Johore, Port Kelang, Kuantan and .
Butternworth. Others may on occasion be designated by

.~ the Exchange..

Currency :.Malay51a $ per ton (US$1 is roughly Malaysla $2. 15).

Designated months : January, March, May, July, September, November,
the current month, the following month and the month '
after the following., For futures, 18" months ahead.

Limits up and down ‘The first day, M$JO _the ‘second, ‘M§75; the
thlrdh M$loo,_the fourth, no limit;.the'fifth,'M$50,
the same. as the first (except in ‘the current month.
The limit ig the closing pric¢e on the day prior to the
first day.) . _ . “(cont'd. on next page}
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When it opened, trading was done mostly among intertraders and
.gpeculators, but now refiners seem to be participating increasingly.
However, the volume of’ lots . (1 lot = 25- tons) is small and only
‘¢rude palm-oil is listed; so the relatlonshlp betwaen crude and pro-

....cessed oil; the. later -of which accounts for 90% of all the exports,

does not stabilize.. It is therefore difficult for it to function as
.a place of hedging. The reason for the refiners' entry into the
market appears to be that the overly high market price of crude had
_ the 111~ effect of pulllng up the actual tradlng prices,!)

Practical consxderations in the ba51c system, such as delivery
of goods and storage -fees in the absence.of tanks for use in trad-
ing, -are reported to be unsatisfactory. Moreover, for foreign busi-
nesses, . there.are stil) some problems to be solved., For instance,
only-a locally incorporated firm may actually deliver goods; cur-
rency exchange is risky; and the commission for buying and selling
is high.

2, Europe

" The center of the world's palm oil import market is Europe,
where about one-fourth of the world's palm oil is traded. Not only
palm oil, but such oils as soybean and coconut oils are traded

. (footnote cént'd; from p. [1]—8?)

Comni.sgion: - _

For non-members .of the Kuala Lumpur Commodity Clearing House:
Full member of the Exchange . M$12 per lot
Associate wember of the Exchange M$27
Non-member of the Exchange ME62

For members of Clearing House: o

:Full menber-of the Exchange M38 per lot
‘Associate member of the -Exchange M$20
Non~member:of the Exchange _ M$48

Commission for registration and user fee: M$8 per lot

" 1f a non-member of KLCE and of the. (Kuala Lumpur Commodity)
Clearing House is to trade, M$62 plus M$8 (tatal M$70), must be
paid for either buving or selling. To become ‘a full member of

"~ the ‘Exchange, a membershlp fee of $50,000 upon admission, an
insurance paymeént of $30,000 and an annual subscrlptlon of $1,200
have to be pald, &as of 1981 there were 24 member companles,
1ncludlng two Japanese ones., To become a member of the (Kuala
Lumpur’ Commodlty) Clearing House, a membership fee of $2, 500 upon
‘admigsion and an annua]'subSCriptlon of $1,000 must be paid. For
asgsociate membershlp of the Exchange, the entrance ‘fee is $10,000
and an annual subscrlptlon ls $600,

1} 0il and Fat (Japanese Journal), Vel 34, No.1, 1981
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marnly in Rotterdam, Netherlands; London, the’ United Kingdoma -and
Hamburg, the Federal Republic of Germany. -Rotterdam is the higgest
. of these, with an estimated. tradan -volume of. four tlmes as ‘much-asg
that in London and:Hamburg, - This is due to dts geographlcal situa-
tion: -close to the:Uhited Kingdom; ‘France and -northern Europe and
connected to the Federal Republic of Germany through the River . .Rhina,
Rotterdam and the ad301n1ng ‘Europort are equiyped with ‘berths For
grain tankers ‘and  huge - ledged oil- tanks, and attract’ leadlng COrpo-
rations and brokers that do international Lransaot;one, including
trade- thh centrally planned economies. As a’ result, ‘Rotterdam has
recently added color to:the distribution- market, ‘while London and
Hamburg ‘have strengthened the color of . consumer market, About 50%
of the transactions of vegetable oil through brokerg.-are reported to
be of soybean oil, 25% of palm 011 ‘and 25% of others. Naturally,
however, these flgures vary wrdely from. year to year. R

Although in Europe rapeseed oil is produced in large quantltles
and accounts for a high percentage of oil consumption, but it is -
mainly used domestically and seldom appears in international trans-
actions. . Animal fat also appears on relatively few occasions for
the Same reason.

The main transaction route.is from the ‘trading firm- (6r maker)
through the broker to the customer in a widespread distripbution net-
work. Naturally, experlenced grain dealers ‘with a large. capital and
a full range of trading functidns have a great influence: A trans-
action through brokers sometimes involves 10 or more transfers
before the goods at last reach the consumers. - During this time, the
functioning of the market changes the prices of & varlety of oils
and raw materlals ‘of oils.- S :

The 1arge-scale-manufacturers such as Unilever Ltd. exercise
influences on the commodities markets not only in the Netherlands
but all over Europe., - Unilever Ltd. is said to have an 80% market
share of oil and oil products in the Netherlands. The company's.
purchasing policy of materidls (fats and oils) has a great effect on
market'prices.

_ Generally, about 50% of the 1ndustry in the Federal Republlc of
'Germany is located around Hamburg in the EFlbe Rlver Valley, the rest
is along the Rhlne River, but the Rhlne area is gradually assumlng
greater meortance. ThlS is because Hamburg has Aa geographically
llmlted access to the Ruhr Ba51n, whlch isg. the Federal Republlc of
'Germany 8 blggest consumlng region and is. substantlally affected by
the functlonlng -of the Rotterdam market through the Rlver Rhlne.
Although Hamburg has functlons as a domestlo dlstrlbutlon market, it
lacks to some extent the condltlons for 1nternationa112atlon. 1t
might be said that Hamburg is characterlstlcally a local market.

Some transactlons are performed dlrectly between a maker and'a
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customex; but most pass through brokers. In Hamburg, there are
international brokers who:trade all over Turope. On the other hand,
in the Rhine Valley, transactions are carried out directly by
brokers in Rotterdam, and recently in Hamburg also, trade by way of
‘Rotterdam has been lncrea51ng.

About 60% of the transactions through brokers are in soybean
: ojl, about 15% in palm and rapeseed oils. respectively, and the rest
- in others, but these percentages’ vary annually. Soybean oil is
_Lraded in larger quantltles in Hamburg than in Rotterdam, In prin-
_ eiple, the extractors' tanks are the places of delivery.

_ In the United Kingdom also, many of the transactions are by way
of brokers. The amount of extraction is relatively small, and ex-
tracted qil, tather than raw materials, is imported to make up most
of the shortage. BAnimal fats, such as whale oil, used to take up a
large proportion of trade, but recently vegetable oils, especially
soybean oil, have been traded in large guantities. Cooperation among
dealers is well egtablished, so excessive competition in sales of

© products is averted. -0il products such as margarine are usually sold
directly by the makers, and go through brokers only on rare occasions.

ITI. Prices

The prices of palm oil, like those of other products, are deter-
mined basically by the balance of supply and demand. However, Ssince
each vegetable oil can be used as a substitute for others; the price
of each is affected by the prices of substitutes for it; and palm oil
is no exception to this. At the same tlme, the price of palm oil
affects the prlces of other 0115. :

- The 0113 interrelated with palm oil in relation to price are such
animal fats as. tallow, and vegetable oils like soybean and rapeseed
oils (see {1-1]) General Description, Table 10).

_ Trends in palm oil prices are indicated in Fig. D-2 (For actual
prices, see Appendix Table 3 in the General Description). Palm oil
entered the world oil market as a cheap oil. The demand for it
expanded in the early 1970s, particularly from late 1973 to the spring
of 1975, when the. prices of edible oils like soybean cil scared, and
price rises of palm oil, whose production was growing, were relatively
small, maklng it cheapexr than other comparable oils,

However, mass meorts by India- and Pakistan brouqht about both by
faltering oilseed production at howme from around 1977 and by increased
foreign reserves, opened up the new palm oil market, and Malaysia's
unexpectedly sluggish production in 1977 and 1978 following the
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Fig. D-2  Price Movements of Palm 0il, 1960 -~ 1980
{Malaysia, 5% CIF U.K.) a ,
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Source: World Bank, 0il Palm Handbook, p. V-5

drought from 1976 to 1977 1) created a tight supply-demand situation,
making the price of palm 0il no lower than that of soybean oil. In
February 1978, the positions of the two oils reversed, and . as-a
result, Furope's CIF price for palm oil led . to a premium of s24/t
being added to Holland's soybean oil price (FOB ex-mill) (Fig. D-3).

When the price of palm oil is compared with that of soybean oll,
as in Fig. D=3, two characteristics can be found. First, there is a
similarity in price trend, and the price movements of palm oil are

1) While the minimum rainfall necessary for palm oil growth is
reported to. be usually 1,524 mm a yeatr, provided the rainfall. is
spread ‘throughout the year; otherwise.l,778 mm.a year, there were
some reglons wheére the rainfall wag less than 1,500 mm at that-
time. = The shortage of rainfall occurred most widely in Johore,

'Seldngore, Pahong, Perak and Negri Sembilan. The impact of’ the
drought ‘which became evident one and a half to two years later in
these area Were saild to be more severe than had been anticipated,
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Price Comparison of Soybean and Palm Oils

Fig. D-3
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affected by those of soybean oil. This ogeurs because debean oil is
a standard oll which aceounts for about 30% of the world consumption
of vegetable oil and acts as a price leader.

Secondly, the price" ‘difference between the two oils varies
according to the inherent factors to palm oil. For instance, the aifi-
ference continued to widen until the first half of 1979, but in the
second half, while the price of soybean oil stayed high due to the
USSR's purchases and other factors, the price of palm 011 contlnued to
go down because of decline in demand, narrowing the gap. almost to- Zero,
After that, palm oil revived toward the end of the year because -of the
USSR's purchases, and at the beginning of 1980 it shot up when Indo-
nesia suspended exports temporally. However, in May, demand decreased
owing to the excessive price difference., In addition,’ an astonishingly
high growth in production loosened .the supply and demand: situation
pushing the price down. In July, ‘despite the'sharp rise in soybean
prices caused by the United States' severe drought, palm oil continued
to fall because of excessive stock.

Apart from these . external factors, the dlfference ln processing
. costs between palm oil and soybean oil affects the price dlfference.
Generally, the process;ng costs of palm oil, such as for hydrogena—

tion, are lower and thls is reflected in the price gap.

Since 1975, because of 1ncrea51ng productlon of'palm'oil and _
slack demand for soybean oil, the world. supply and demand of vegetable
o0il has been moderate, and prices of vegetable o0ils have remalned low
on the whole. As for palm oil, Malaysia's entry 1nto theﬂlnterna—
tional market for processed oil stabilized the demand of developing
nations such as Middle: Eastern and African countries without suffi-
cient processing fa0111t1es, and the price is show1ng relatlvely
steady -movement, In these nations, if the 1nternatlonal price of
soybean oil (ustally crude) becomes lower than that of ‘palm oil, it is
more economical to import processed palm oil like olein than to-import
processed soybean oil from Burope, and the strong demand.for palm oil
is likely to continue for some time. In early 1981, Indonesia, the
world's largest producer, reduced its crude oil production, tightening
the domestic supply and demand, and suspended exports., This created a
steady movement of crude palm oil prices in West European markets, ~In
May the same year, also, Indonesia urgently imported olein from
Malaysia to prevent cooking oil prices from climbing at home, causing
a rise in the international prlce of oleln.

The factors which determine the price trends of palm oil are::
a, Malaysia's palm oil production; b. Indonesia's domestic consump-
tion; ¢, Refiners' response to the decreased cost efficlency. brought
about by surplus refining capacity; d. Importation by new markets such
as South Agian, Middle Eastern and African nations; e, World supply
and demand SLtuatlon, partlcularly movenmnent. of the production of
soybean in the United States and South America, sunflower seed in the
USSR and oilseeds in India, is also an important factor.
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E. SHORT-TERM OUTLOOK

Major factors which affect palm oil production are: a. Area under
cultivation (utilization of land); b. Yield per hectare (depending on
the techniques of breeding, artificial pollination, fertilizing and
control of pests and diseases); c¢. Management policy; 4. Labor; e.
weather; and f£. Price.: Factors affecting consumption are: -a. Popula-
tion; b. Income; c. Moveménts of related products, especially competi-
tive oils and oil, seeds; d, Eating habits and tastes, e, Price; and £.
The world polltlcal and economic situation.

However, it ;s dlfflgult to guantify these factors for the purpose
of predicting future production and consumption, Also, lack of statis-
tical data in developing countries and countries with centrally planned
economies as well as limited time available for the Study made it impos-
sible to fo}mulatg a’ complex model for projection.

By these feasons, although long-term projection on palm oil produc-
tion and consumption for the year 2000 was done with a growth curve
represented by logistic curve,l} in this short-term forecast (until
1985} a linear regression has been adopted. This is because; besides
the above reasons, in a short-term forecast of 5 or 6 years, a linear
regression was considered to reflect a more realistic situation.

Howéver, as detailed below results derived by this method have their own
limitations, becauseiimportant factors in perennials such as hectarage
expansion of oil palm were not be able to be fully taken into account.

Similér to the long-term projection, data used here are from the
FAQ Production Yearbooks and Trade Yearhooks from 1966 te 1979,

Short-term projections by region are given in Table E-1. Growth of
palm o0il production and consumption {apparent consumption = production %
trade volume) in the world by region and year is shown in Fig. E-1 and
E-2. 'Output in major producing countries is projected in the same way
in Fig. E-3.

The flgures show that world palm oil production in 1985 will be
5.64 million tons and consumption, 5.69 million tons, creating a ‘shor-
tage of about 50,000 tons. The data used here are from the perlod 1966
to 1979, and an average yearly growth rate for the 5 years from 1980 to
1985 will be 4.8% for both production and consumption.

With fegafd to region (for country classification, see Appendix
Table 10), increases in production and consumption over these 5 years
are expected to be highest in the Far East -— at average annual rates of

1} See [1- 3} Structure of Progectlon Model and Projected “Results
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Figs B~1. = Palm.0il Production by Area
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Fig., E-2 - Palm 0il Consumption by Area
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Fig.-

E~3 - Palm 0il Production {Major Producing Countries}
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6.2% and 7.6%, respectively. The Far East includes: such major producers
as Malaysia and Indonesia, and major consumers. like ‘India and pakistan,
and if the growth rate until 1979 lasts through 1985, the trend of
increased production and consumption in the Far Rast is likely to con-
tinue. However, as shown in Fig., E-3, cons1der1ng the recent develop«
ment in the hectarage of oil palm in Malaysia and Indonesia, the
projected production seems to be too low. This is because the projected
values are 51mply derived by extrapolating the growth rate from 1966 to
1979,

In Malaysia in particular, planted areas of palm oil reached one
million hectares in 1980, as shown in Table B-2, and is planned to
expand in the future, chiefly in Rast Malaysia. ~ If average yield is
about 4 tons per hectare, palm oil production for 1985 is estimated at
about 4 million tons. The Malaysian Minister of Primary Industry, who
visited Japan in September 1981, also indicated the outlock of 4 million:
tons for 1985 and 6 million tons for 1990.1)

The Indonesian Government is reportedly expecting crude oil produc-
tion to be 1 million tons -in 1985. 2) 1n Indonesia, total planted area
was 220,000 hectares in 1981, and the country is proceedlng with devel-
opment by putting high priority on investment in o0il palm, and is
expected to be able to come close to reaching the production target of
one million tons 1n 1985,

Therefore, as far as production in Malaysia and Indonesia is con-
cerned, palm oil output in the Far East is expected to be about 5 mil-
iion tons, exceeding the amount calculated from the linear regression
formula by about 40%. :

Since it is highly probable that the increased output of palm oil
will be devoted to domestic consumption in all producing countries
except Malaysia, the only country which will continue to have a substan-
tial effect on the international palm 0il market in the foreseeable
future will be Malaysia. However, whether or not Malaysia achieves the
steady growth it expects in palm oil production depends on the factors
mentioned in the first paragraph of this part. For example, natural
factors like weather determine production — the 1976 drought brought
about smaller increases than expected in 1977 and 1978, Furthermore,
although East Malaysia has abundant land suitable for development,
surveys on land resources have not yet been carried out there. Moreover,
uncertainty about the suitability of these undeveloped areas for palm
growing make it difficult to determine long-term prospects. It is also
difficult to predict to what extent the techﬁological improvements in
raiging. yleld would bring about actual increasge in pxoductlon. The dif-
ference in product1v1ty among. various types of management would also
affect the future production of palm oil. If the recent trend of shift
from prlvate estates as the mainstray of production to governmental or

1) 01l and:Fat {Japanese Journal), Vol, 34, No. 11, 1981
2) ibid., Vol,; 33, No. 10, 1980
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publlc enterprises is strengthened, productivity as a whole might not be
raised as is expected. -

: As for the influence of prices, since oil palm is a perennial plant,
supply may 'not fluctuate over a short-term price shift; but if a -long-
term fluctuaticn adversely affects the operation of plantations, it is
possible- that oll palm would bhe displaced by more profitable crops.

In Africa, where:some major producing countries are located, pro-
duction has recently been sluggish. Since output cannct be expected to
increase. sharply in countries other than Malaysia and Indonesia {as seen
in the section B, Production), the world palm oil production is esti-
mated to exceed & million tons in 1985 by mainly considering the produc-
tion increases in these two countries,

With regard to the palm. 0il consumption, annual per capita consump-
tion of.oil is as much as 25 to 30 kg in Burope, and a large increase
cannot be expected there. O©On the other hand, in developing countries,
where per capita consumption ig low (5 to 6 kg), consumption is continu-
ally growing. This is true particularily in the Far East and Africa,
but consumptlon in India and Pakistan, as mentioned before, has remained
unchanged in the past 2 to 3 years. The reason for the sharp rise in
palm oil consumption that occurred in the late 1970s in these countries
and in Middle Eastern petroleum producing countries, is that they
increased imports on the strength of increased foreign currency holdings,
and processed. palm oil such as olein suited to the diet and tastes of
the people in the region, Thus, in order to increase these countries’
palm oil consumption still further, measures must be taken to increase
their foreign currency holdings, which would make imports possible; and
to do this, there must be an improvement in the world economic situation,
1f other developing countries are to be big importers of palm oil, they
must first have the potential to consume the oil (i.e. a diet in which
oil is used in large quantities). They will not necessarily become big
consuming countries, even if they have increased their foreign currency
holdings, or if international oil prices are lowered considerably.
Countries such as India, China and the USSR, which have a large popula-
tion and would be expected to import large amounts, have always been
major producers of oil seeds, and they may purchase a large quantity of
palm oil only because of sluggish domestic production of oil seeds. if
that is the case, palm oil imports depend on the movements of domestic
output of oilseeds, although their per capita consumption of vegetable
olls have a potential for great increase from present low level. In
addition, in these three countries, imports are determined by policies
covering oil consumption, so it is difficult to apply the market mecha-
nism of free economy and predict future consumption of palm oil,

Demand may change due to price movements, but, as mentioned before,
0ils and fats are closely correlated in price because of their high
degree of substitutability. The supply and demand balance should be
seen as a whole.
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Although. prices decline whén supply exceeds demand even slightly,
as in: the market today, oil consumption is not likely to increasa .
sharply. Such being the case, 1if the prices are reduced. through produg-
- tion increases in the future, an expansion-of demand in the market will
not follow if ‘the 0il does not suit the tastes of. the: potential congumer.
When the price of palm oil remains low, prices of other oils, that are
closely correlated -in price {i.e. highly interchangeable), generally,
also remain low, Therefore it can be sald that, except in certain
markets, demand for oils seldom centers on palm oil-entirely.  Demand
for palm o0il depends to:a great extent on the relation between the move-
ments of prices of competitive oils and consumer preference; as well as
its own price. There are also other factors which are closely related.

If the trend upto 1979 continues into the future, world consumption
of palm o0il in 1985 should be, as mentioned before, 6 million tons,
creating an oversupply. If this surplus is consumed, it will probably
be in the developlng countrles of Asia and Africa.
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Appendix Table 1

‘Palm 0il Production in Major Producing Countries,

Five-year Averages and Percentage Shares, 1960-1979

1960-64 1965-6% 1970-74 197579 1979

Count oy e e e e e e e e s e — P

1,000 HT ¥ 1,800 kot t 1,000 NT 3 1,000 BT % 1,000 MT
Western Africa 767 .64 59:93 150,98 31.88 995.21 43.02 855.2 16.4 11%5.5
Nigeria §97.98 39.09 631,60 30.96 $33.40 23,06  480.40 . 20.80 675.0
Ghana ©32.20 2.53 49.20 1.53 61,00 1.64 20.30 D.86 15.0
Liberia 40,48 3.18 41.20 2.%% 7.00 0.30 15.60 0.66 28.0
Sierra leone 36,20 1.84 41.40 2.97 58.00° 2.51 48.50 ‘2.06 48.0
Dahomey 18.50 1.0% 32.92 2.36 42,60 L. 84 28.10 1.20 28.0
Yvory Coast 22.86 1.79. 10.50 .19 91.43 3.9% 99.10 1.22 158.0
fago 0.68 0.05 2,80 0.20 4. 10 0.20 6.10 0.186 19.0
Cameroon 18.64 3.03 58.3% 3.47 57.60 2.49 54.30 2.3 500
Central African Rep. 0.88 e.07- 0,64 0.05% n.50 0.02 0.60 0.03 2.6
Congo, PR. 6.6% . 0.52 6.18 0.44 6.1% 0.27 1.80 0.16 7.2
£q. Cuinea 3.2 0.24 3.96 0.28 4,16 0.14 5.10 0.17 4.7
Gaban - - 1.56 0.11 2.48 10.11 2,40 0.10 1.4
Cambia 1.42 o.11 7.08 0.3 2.02 0.09 2.70 0.09 1.8
Guinea .80 0.69 11.80 0.%9 A6.55 1.5 15,90 1.52 0.0
Gulnea Biseau 6.40 0.50 8.00 ¢.57 8.00 0.3% 5,50 0,19 4.8
Sac Tome/Principe 1.78 0.14 1.18 0.68 6.99 0.0% 1,10 0.0% 1.0
Angola 26.80 2.10 35.60 2.5% 14.60 3.22 39.10 1.66 40.0
fastern Africa 225.04 17.67 172.58 12.38 182.82 1.90 184.10 7.8 “173.9
Tenzanla 0.32 0.03 0.78 0.06 1.64 0.07 1.50 0.06 2.7
Burundi 1.00 0.08 1.00 0.67 1.00 0.04 1.00 0.04 1.2
Zaire 223.12 17.5%6 170.80 12,25 180,58 1.79 181.6 7.43 1760
Latin America - Caribbesn  27.87 2.18 53.48 3.84 92.15 3.98 50.20 3.80 149.3
Brazkl 1.28 .10 10.22 .13 6.78 0.29 7.10 .30 16.0
colonbia 6.0l 0.00 3.72 0.0 IR.62 V.67 36.30 1.54 62.1
‘Costa Rica 6.00 041 10.90 n.72 ba. k4 0.62 16. 50 0.7 24,5
Ecuadoy 0.46 0.0é 2.52 G.18 6.00 0.26 9.00 0.38 1Y)
BonduTas 1.12 0.09 1.40 0.10 7.28 0.32 5.20 0.22 10.5
Hexico 13.36 1.05 13.00 0.93 11.32 0.49 11.30 LY 7.0
ParAguey 1.94 0.31 3.12 0.37 7.712 0.33 4,80 0.20 4.5
Yenervels 1.50 0.12 1.50 0.11 ¢.00 0.00 2.00 0.00 G.6
Weat Asia - Paclfic 256,00 70.10 416,86 29.90  1,081.31 45,10 1,204.70 51.30  2,985.0
China Rep. - - - - 16.00 1.7 114,00 1.85 184.0
Indonesia 147,52 11.58 176.42 12.65 213,72 11,88 299.50 12.75 610.0
Malayaia 108 .48 .52 250,54 17.25 728.40 3147 790.00 13.61.  2,180.0
Philippines - - - - .49 0.06 1.10 0.05 11.0

Others V.47 a.12 16.00 0.70 64.6

Worid Total 1,273.82 106.00  1,393.90 i00.00  2,313.32 100,00 2,350.20 100.00  4,5328.)

Source: FAO,

Production Yearbook.
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Hectarage

Appendix Table 3 by State and Form of Management {1980}
(ha, %)
Small- o i State and.
holders FELDA FELCRAR RISDA regional FEstates Total Share
deve lopment
Johore 16,730 80,515 6,354 2,373 1,631 172,285 289,888 27.8
Kedah © 992 - = - - 9,418 10,410 1.0
Kelantan 364 10,688 - - - 89,116 19,168 1.0
Malacca 429 - 784 - - 9,890 11,103 1.1
N, Sembilan 1,700 _ 8,351 - - - 31,700 41,751 4.0
Pahang 1,353 160,701 2,914 10,250 5,742 81,526 262,486 25.1
Perak . 8,094 13,827 5,645 1,385 7,340 78,940 115,231 11.0
P. Pinang . 2,204 - - - - 4,326 6,350 0.6
Selangor 10,753 5,563 - - 4,393 80,580 101, 289 9.7
Trenggani- 186 26,948 4,614 10,133 6,792 17,680 66,353 6.3
W. Malavsia _ :
Total 42,625 306,593 20,311 24,141 35,898 494,461 924,029 88.6
Share 4.6 33.2 2.2 2.6 3.9 53.5 100.0
Sabah_ 3,542 - - - 16,076 62,311 81,929 7.9
Sarawak 750 - - - 11,124 24,876 36,750 3.5
E. Malaysia
Total 4,292 o - - 27,200 87,187 118,679 11.4
Share 3.6 22,9 73.5 100.0
Malaysia _ _ :
Total 46,917 306,593 20,311 24,141 63,098 581,648 1,042,708 100.0
Share 4.5 29.4 1.9 2.3 6.1 55.8 100.0
Notes : FELDA : Federal ‘Land Development Authorlty
FELCRA: Federal Land Consclidaton and Rehabllltatlon Authority
RISDA : Rubber. Industry Smallholders Development Authority
Estate: A large-scale private corporation with a hectarage of over
40 ha. For hectarages under 40 ha, the term "smallholder"
is used, ' :
The following are the main private-sector corporations.
a) Socfin (Belgium): Malaysia's biggest, specifics not available.
b) harrisen & Crosfield (British): hectarage 9,600 ha, annual
output 30,000 tons
¢) Guthrie (British): hectarage 20,000 ha, annual output 100,000 tons
d) United Plantations (Danish): hectarage 8,000 ha, annual output
approx. 20,000 tons
e) Sime Darby (British): hectarage 16,000 ha, annual output
30,000 tons
g) 8imlim Investment (Chinese): hectarage approx. 10,000 ha,
annual out put 36,000 tons :
Source: PORLA, Palm oil Statistical Handbook, 1980
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Appendix Table 4

West Malaysia:
for Rubber and Palm 0il

Estimated Production Costs

_ (us¢/kg}
Rubber : Palm oil 5
Type of cost Amount Type of cost " Amount
Figed: _ Figed: 4)-
Total amortized 4} 4.4 Settlement cost ©) 4.4
) 4.4 Administration o7
‘Mills . 4
_ o 5.5
Variable: Variable:
Tapping 10.7 ‘Maintenance 3.1
Cultivation b) 3.8 Fertilizer £) 3.3
Diseases and rests o2 _ Dlseases ‘and pests +4
Collection 15:0 Assisted pollination 1.1
Processing 2.6 Processing 4,9
e 32.3 S - i2.8
Transportation: Trangportation: :
Plantation to port 3.7 Plantation to port 3.7
3.7 3.7
Total 40.4 ©) 22.0 ©)
Based on establlshment costs of US$1,450 per hectare and

a)
b)
c)
d)
e)

£)

Note

Source:

an economic life of 30 years for rubber trees.

Includes weeding, draining, and fertilizer.

FOB exdludlng export taxes.

Based on establishment. costs of US$1,680 per hectare and
an economac life of 30 years for oil palm trees.
Includes felling and clearlng costs, construction,
and allocation for land input.

roads,

Computed from average fertilizer costs on FELDA schemes of

Us$10 per hectare ‘per month.

Figures are averages based on surveys of private and
Government plantations .and mills in Malaysia.

' USDA, The Palm Oil Industry in Wést Malaysia, 1977, p.23
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Appendix Table 6-1 World Palm 0il Production, 1977-1982

(1,000 MT)

1977 1978 1979 1980 1981 1982
NORTH AHERICA : :
COSTA RICA 26 28 3 37 . 51 35
HONDURAS 10 : 11 9 8 18 22
OTHER 0 _ . 1 o1 1 1
SUBTOTAL 36 39 a3 : at 50 o ae
SOUTH AMERICA : -
BRAZIL : 12 15 16 . 12 15 17
COLUNBTA _ 52 51 7 7A 18 B
ECUADOR 25 28 3 1 _ 42 Y
OTHER 13 12 13 s 13, 13
SUBTaTAL 102 ime - 131 132 118 156
AFRICA :
BENIN 25 21 28 30 33 35
CAHLRODN : 77 8 80 . 80 80 20
GHANA 23 . 23 : 21 21 - 21 20
CUINEA 40 80 40 30 a0 ag
IVORY COAST 135 150 150 160 180 200
LIBERIA 20 22 25 20 28 o 30
NIGERILA 510 515 509 520 535 550
SIERRA LEONE as 48 48 50 © 8D 50
ZAIRE 150 137 38 93 88 23
OTHER a1 v 80 S B2 83 83
SUBTOTAL 1109 1171 1070 1096 1138 1171
: ::::‘»:::;:;‘-::==;:===:::=:=::::=z:::::::::::::::::::::::::::::::::;:::::::::
ASTA AND GCEANIA o .
CHIN&y PR 81 87 " a3 100 106 112
THOONE ST A 497 525 600 69t 722 790
HALAYSTA 1613 1786 2189 2576 2759 3000
PAPUA-NEY GUINEA 26 30 36 39 45 50
FHILIPPINES 12 11 12 13 15 18
OTHER _ a 8 1o 1r 16 Y
SUBTDTAL 2209 2247 2940 32 3654 3990
SRAND TOTAL 34576 3713 4182 4701 4990 8375

SOURCE: PREPARED. OR ESTIMATED ON YHE BASIS OF OFFICTAL STATISTICS OF FOREIGN GOVERNHENTS, OTHER
FOREIGN SOURCE MATERIALS, REPORYS OF THE U.S5. AGRICULTURAL ATTACHES AHD FOREIGN SERVICE OFFICERS,
RESULYS OF OFFICE RESEARCHs AND RELAYED TNFORMATION.

OILSEEDS AND PRODUCTS DIVISIONy FAS: USDA, : NOVEKBER 1981
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Appendix Table 7 Palm 01l Exports by Major Exporting C_c_auntri_es, _
: Five-year Averages and Percentage Shares, 1960-1979

_1310-14 - 191579 1979

o 1360-64 o Lees-ee - 18, -
Counry, 1,600 Mr s 1,000 M7 s 1,000 MT 1 1,000 Ny 1 L0t o
WEST AFRICA 191,67 31,30 105,45 14,96 86.02 5.18 105,41 4,95 63,2
Nigeria 147,64 : 2511 65.23 325 . 5.96 S 0AL 7,86 0.36 . 0.0
Ghana ’ 0.06 ... .0.00 0,30 CGga - - . 0,02 C0.08 o.n
Liberia . - . - - 0.23 . 601 . 1,38 0,06 T2
Siertra Leoane - - - . - - - - - - -
Dahomey (Benin) 11,61 1.90 10.8% 1.54 11.65 0.86 3.22 0.15 . 1.0
Tvory Coast’ 0,80 0,14 0.92 0,13 48.90 © 362 81,80 3.04 49,5
Togds -t . 0.43 0.07 0.09 1.09 0.08 0.18 0.60 0.00
Came toon 8:26 1.34 8,42 Ly 1.15- 0,54 7.96 R 7Y R 7.0
Central Afr. Rep. 0.0t G.00 0.00 0,00 0.00 - Q.00 ¢.00 0.00 0.0
Cougo Peop, Rep. 31 T 0. 54 0,66 0.0% - : ~ BN R .00, 0.0
Eq. Cuipes 2.91 0.47 5.03 8.42 3.00 0.22 3.2 0.13" 3.2
Ganhbla - - L - - . - - : - -
Guines - : - . S - - . - R - - -
Guinea~Blasaun 0.07 . Cool . 0.08 001 . 0.08 . - 0.00 0.07 0.09 0.0
35a0 Towe/FPrincipe 0.%5 : Q.15 0.54 0.07 . 3.19 0.01 Q.00 0.00 0.0
Angola 15.45 2.52 13,44 1.90 7.35 Q.54 0.92 0.04" 0.0
ZAST AFRICA 143,87 24,31 114.24 16,21 89.98 §.87 12.40 B U . S Y
Tanzsola a.08 0.0l 0.0% 0.00 0.01 0.00 0.00 0.00 0.0
. Burundi{ T - - - o - - _ _ -
Zaire 148.79 . 24,30 114,19 16.20 89.97 6.67 22.40 1.05 0.0
LATIN AMERICA 2.28 0.37 3.67 0.32 5.22 0.18 .. 2.68 2.1 2.1
Brazil - - - - - - . = - - -
Colonbia - - - - - . - - - . -
Costa Rica 0.39 0.66 0.17 0.02 C0.19 0.0t 0.06 0.00. 0.0
Ecuador - - - - - . - - _ ~
fonduras 0.14 0.02 ¢.33 0.11 0,49 ’ 0.03 0.00 0.00 0.0
Mexido - = - - ~ - - - -
Paraguay : 1.75 0.28 .61 0.37 5.54 0.33 2.62 0.1 2.1
Yeneruelsz - - - - - - - - . -
EAST ASIA AND PACIFIC 222,31 36,51 385.44 54.69 - 901.67 §7.05 1,663.90 78.10 1,706.3
Chica Rep. - - - - - - - a.00¢ .00 0.0
Indenesia 113.88 15.60 153.56 21.78 229.70 17.04 39:.90 18.40- © 350.8
Malaysia 108,43 .71 231.38 32.90 673,97 $0.00  1,271.98 5%.70 1,356.8
Philippinen - - - - - - 0.04 0.00 ©.0
EMENA : 0.09 0.0 - - 0.67 0.04 0.0% g.01 g.1
Bahraln - - - - 0.00 2.00 0.00 8.00 0.0
Lebanon . - - - - . g.a0. 0.90 0.00 0.09 0.0
Portugal - - - B 0.67 0.04 0.09 2.01 0.1
Spaid i 8,02 0.01 - - - - 0.00 0.00 ¢.0
Syrian Arab Pep. - ) - - - - - - - -
OTHERS ) 47,01 1.67 95.53 13.41 262.13% 19.45 335.25 15.74- 507.3
Aistria - - - - - - - . - -
Belgive~Luxeabourg 7.13 1.25 £.96 0.70 2.77 G.20 7.04 0,33 9.4
Czechoslovakia - - - - - - - - : -
Dencark 0.07 0.01 1.59 0.22 0.10 0.00 2.82 S 0.3 5.0
France 1.65 0.25 0.65 - 0,09 1.47 0.10 1.06 0.95 1.0
W, Germany . 312 0.30 3.54 0.50 Fo24 0,53 18.50 0.90 15.1
Bong Foog - - - - - = 0.11 0.0y 0.1
Tndisd ~ - - - 0.00 0.00 .00 0.00 ¢.0
Italy 0.10 0.0t 0.14 0.01 a,61 0.04 0.42 0.02 1.0
Japso - - 0.18 5.0z 0.11 0.0} 0,43 0.03 0.33 0.02° 0,2
Mall - - o~ - - - - - - -
Fetherlands 5.45 0.8% 16.00 L& £7.40 3.51 63.48 2.98 56.7
Hlcaragus . . 0.24 0.03 - - - - 10,00 0. 00 8.0
Horvay - - - - - - - - -
-Papua-Hew Gulnea - . - - - 4.33 0.32 26.18 123 29.4
Singapore. 27.02 4.41 S 1415 10.52 . }96,42 14,37 212,54 9.98 383.3
Sweden 0.28 : 0.04 ‘.18 0.07 0.354 0.04 1.28 0.67 1.8
Ugznda 0.37 . 0.0% 6.3} - - 0.04 0.05 . 008 T 0.00 6.00 9.0
TR _ 0.80 S .5.13 0.30 . e.04 - .33 0.04 . 1.70 6.08 1,2
Surivaae - - E - D= . - R - - 2.5
VORLD TOTAL 612.21 100,00 " 704,73 - 100.60 © 1,347.77 100.00 - 2,129.71 18060 2,281.7

Source: FAO, Trade Yearbook.
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Appendix Table 8 Palm Oil Imports by Major Importing Countries,
Fivefyear Averages and Percentage Shares

196064 1965-619 197014 1975-79 137¢%

Country/Regian I -

1,000 #i % 1,600 we ) 1,000 NP % 1,000 M7 Y 1,000 My
ZAST AFRICA 10 0.72 Bi76 138 18,68 1.50 AL, 47 2.06 53.5
Xcnys 1.76 0,30 5,94 ¢,93 13,36 1,07 36,40 1.83 £7.0
Hozanblque . 0,00 0.00 0,50 0.07 0.88 0,07 0.76 0.04 3.3
fhodesia {Zlobabuve) 0.36 0.06 2.30 0.04 0.50 0,04 0.00 8.00 0.0
Sudan S 0.6 0,02 0.07 0,01 0.05 0,00 0.01 0.00 0.0
Tanzania s 0.06 0.061 3,41 G.06 L.5& 0.12 3.42 Q.17 2.6
" Ggands 1,16 0.30 1.83 0.22 2,29 0.14 0.38 6.07 a.6
Zambis S 0.00 0.00 - 0.04 0,00 0.04 0.00 0.10 0.00 8.0
VEST AFRICA 3.61 063 661 1,04 8.82 ©0.70 19.48 0.17 19.0
Angola : 0.06 0,01 . 0.34 0.05% 0.05 0.00 i.48 0.21 1.8
Cametoon 0.1% 0,02 0.78 0.52 - 0.04 ¢.00 0.02 0.00 0.0
CAR - 0.19.  0.03 0.93 0.14 1,56 0.12 0.13 0.01 9.t
Congo PR : 0.10 0.01 0.08 0.01 0,49 0.03 0.84 Q.08 1.0
Benin 0.00 0.00 0.00 0.00 0.00 0.60 0.00 0.00 0.0
Tg. Guloea . 0.00 .00 .00 0.00 .00 0.00 .00 0,00 0.0
Gabon . : 0.00 0.00 .00 0.00 9.00 0.00 2.66 0.13 3.4
Cambia 0.50 6,00 G.00 0.00 0.00 0.00 0.02 0.00 0.0
Chana : 0.2t 4.03 1.45 0.22 1.78 0.30 6.70 0.33 6.0
Gulunes . 0,00 0.00 ¢.00 0.00 0.00 3,00 0.00 0.60 G0
1vory Coast .33 04N 1.94 0,30 0.00 0.00 0.00 0.00 0.0
Libetia 0.00 0.00 0.04 0.00 ¢.00 0.00 0.01 0,00 6.0
Hall .- . 0,17 0.02 0.12 0.01 T 0.7 9,06 0.03 0.00 6.4
Senegal 0.0} 0.00 0.78 0.12 1.86 0.14 2.80 0.1% 1.7
$lerra Lecoe . 0,02 0.00, 0.12 0.01 o.11 9.0 0.00 0.00 0.0
Togo 615 0,02 ¢.83 0,00 0,00 0.00 0. 00 0. 00 0.0
Wger 0.00 0.00 0.00 0.0¢ 0.18 0.01 1.74 0.09 2.6
EAST ASTA AND PACIFIC 37.56 6,60 76,67 12.12 229,97 18.42 160.6) 7.57 245.4
thoer Rep. 0.00 0.00 0.G0 0.00 0.00 0.06 0.00 0.00 0.0
China Rep. 0.00 0,00 0.00 0.00" 1.62 0.12- 0,00 0.00 0.0
PLjL- s 0.00 0.00 ©.00 0.00 6.00 e.00 0.037 0.00 0.0 .
Toug Foag 0:00 0.00 0.00 . 0.00 0.17 0.0 0.44 0.02 0.3
Kores Rep. 0.00 0.00 0.14 0.02 1.03 0.08 L.76 0.24 11.¢
Halsysia 3.98 0.10 BT 0.01 1.37 _ 0,10 0.32 0.92 0.0
Papua Hew Guinea 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0,00 9.0
Philippiaes . 1.99 @87 6.99 1,10 .0 0.3 1.40 0.07 1.0
singapore 218.54 5.01 69.34 10.96 721.3% 17.73 148.18 St 223.12
Thalland 0.05 T 000 0.08 a.01 010 6.00 5.48 0.27 9.0
ladonesia - - ~ - - - - - -

50078 ASIA - 34,12 6.00 8.39 1.32 3310 2,70 396.76 19.40 £07.)
Rangladesh 0.00 0.00 .00 6.00 8.00 ¢.00 0.60 a.08 0.0
Byrea 0.00 - 0.00 0.00 0.00 0.08 0.00 5.98 - 0.30 3.9
St Lankax . 0.00 9.00 0.75 0.11 0.50 0.0 0.8 0.02 0.0
1ndia 34,13 6.00 5.52 0,87 23,27 1.86 240,92 11.93% 509.0
Paktatan 0.00 ¢.00 2.12 0.33 9.93 0.79 143,68 7.13 201.4
EMENA 5.64 0,99 5.63 0.8% 8.85 0. 70 24.26 1.20 154.1
Algeria . . 0.65 0.11 0.2 0.11 1.00 0.08 1.88 0.09% [ Y51
Bahrain 0.00 0.00 0,00 0.00 0.00 0.00 6.01 0.00 0.0
Cyprus 0.00 0.00 0.00 ©.00 0.06 0.00 0.00 0.00 0.6
tran . 0.00 0.00 R 0.00 0.00 0.00 0.01 0.00 0.0
Israel 4.37 0.08 0.78. 0.12 1,08 0.08 0.36 0.02 0.1
Jordao 0.72 6.12 1.94 6.30 3.13 0.23% .84 0.09 2.3
fuvatt 0.06 - 0.01 0.03 6.00 .00 0.00 0.00 0.00 0.0
Lebadon 0.13 0,02 N 9.0l 9.07 C0.08 0.00 o.00 0.0
Libyan AR 4.01 €.00 0.06 0.00 0.12 0.00 0.84 0.04 1.0
Halta 0.00 0.00 a.00 0.00 0.00 2.80 0.13 0.01 0.0
Mirecca 0.27 0,04 0.06 8.00 0.00 0,00 1.70 0.08 . 3.5
Syris 1,40 0.59 1.92 0.30 3.9 0.27 8.52 0.42 11.0
Tuckay ¢.00 0.00 0.01 0.00 0.00 0.00 8.94 0.44 0.0
UAR 0.03 0.00 0.00 0.00 0.00 8.00 0.04 0.00 0.1
ireq 130.C
1.0

Ssudi Arabla
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Appendix Tablé 8 (cont'd.)

S 1960-64 1965-69 . 1970-74 : 197579 - . 15979
Country/Ragion " ’ i ) ! me—
I 1,000 M7 v 1,000 wv S, 1,000 MY - * 1,000 M AL LL000
LAC . 5.25 0.92 4,56 0.72 6.27 0,50 10,61 0,53 W7
Argentina Q.26 0.04 0.05 0.00 0.05 0.00 0.67 0.00. 0.0
Barbados 0.00° 0.00 0702 0,00 C0D6 0.00 .00 0,00 0.0
Brarll : 0.00 .00 0.06 0.00 0.0% 0,00 0.80 0.04 - 2.0
Chile ] 0.42 .07 1.43 0.22 0,02 0.00 0.05 0.00 - 0.0
Colombia .11 0.1% Q.00 0.00 0.00 6.00 0.00 0.00 6.0
Costa Rlca . : 1.08 0,18 1.61 6.25 0.46 0.03- 0,08 0:01 0.0
Ecuador - 1,51 0.26 0,94 0,14 | 5.3% 0.4} 5.38 . 0,27 7.4
El Salvador . 0.01 0.00 0.00 0,00 0,00 0.00 0.00 Q.00 0,0
Guatanzla . 0.01 0.00% 6.02 3.00 0.00 S0.00 .00 0:00 0.0
Guyans 0.00 . 0.00 0,00 0.00 0.00 0.06 0.00 0.00 0.0
Bondutsas . 0.2% 0.05 0.00 0.00 0.06 .00 2.22 0.11 0.0
Jinatea 0,02 0.00 0.00 ©.00 9.00 0.00 0.07 0.00 0.0
Martinique 0.00 0.00 .00 0. 00 . 0,01 0.00 0.02 - (.00 0,04
‘Hexico Q.17 0.62 0.,1% 0.03 0.16 0.0% 1.96 6.10 2.3
Mlerragus 0.01 0.00 018 0.02° 0.00 0.0 0.00 0.00 0.0
Faru 0.09 0.01 .06 .00 0.01 0.00 0.00 0.00 0.0
Trinidad 0.00 0.00 0.00 6.00 2.00 o.00 0.00 0.00 0.0
Venezuela 0.27 0.04 9.00 . 0.00 0.00 0.00 0.00 0,00 0.0
OTBERS &78.78 - Bkl 11 521.97 82,51 941,59 75.45 38711 67.87 1,342,
Auseralis 249 . 0,43 .96 - 0.46 10.01 ¢.80 20.32 1.0 26.7
Austria | : 1.28 0.22 019 0.03 3.24 . 0.25% 6.66 : .33 6.6
Belgiwn Lux. : 40.19% 71.06 26.51 4419 25.06 .2.00 T334 1.8 432
Canada 11.53 2.02 11.08 1.75 18.32 146 35.62 1.77 18.4
Denmatk 3.84 .67 1.58 ToD.24 B.56 0.68 . 14.68. 0.73 19.0
Faeroe Is. 0.00 0.00 0.00 0.00 0.00 0.00 0,00 0.00 0.0
Finland . .05 0.00 0.02 0:.00 ¢ 0.82 0,06 1.60° 0.08 1.1
Franca’ : J34.090 613 38.00 §.00 4914 3.93 £3.71 3.6 63.3
Gerrany PR 86,57 15.22 115.07 18.19 140 .40 11,25 184.18 9.39 1749
lcelznd 0.01 0.00 6.00 0.00 0.00 .00 - 0.0k 0.50 2.0
Ireland £.14 0.72 3,16 0.54% 475 0,34 5.96 0.30 9.6
Italy - 27.59° §.83 38.18. 6.03 51,01 414 34,50 2.71 1.7
Japsn - 15.30 2.69 23.70 4.06 70,35 - 5.63 137.72 6.84 139.0
Hetherlands 74.50 0 1310 69.32 10.95 137,56, 11,902 175.42 BT 167.0
Hev Zealand 0.9t . 0.00 0:01 0.00° . 0,36 0.02 0.50 0.0&- - 0.6
Horway 0.64 0,11 0.22 .03 3.93- 0.79 B 918 ¢.16 4.9
Portugel 14.29 2.5 15.48 7.44 18.85 1.5% 13.80 0.93 .. 10.0
South Africa ¢.00 0.00 0:11 . 0.0 0.97 0.07 3.70 0.18 3.1
Spatn 0.22 .03 2.39 0.37 5.70 0.45 6.50 0.32 10.1
Swedea 2.03 0.35 7,54 0.40 7.50 0.60 17,88 0.89 20.5
Switeerland : 1.55 0.27 2:59 0.40 4.93 0.39 5.96 0,30 6.2
o%. 136,70 24.04 122.85 19842 212.13 16.99 225.00 1117 228.7
us. . 15.25 1.68 17.15 5.87 147.86 11.B4 269.60 13.38 . TdALE
Yugoslavia i.11 0.19 1.3t 0.20 0.14 0.01 1,66 0.08 2.9
Chioa 0.03 0.00 0.32 - 0.03 0.00 0.00 20.68 1.03 [T
Cuba : 0.00 0.00 0.00 0.00 0.00 0.60 0.00 0.00 0.0
Crechoslovskia 0.72 0.12 0.7% 0.12 5.17 0.42 G.52 0.0 0.0
Bungary 1.04 0.18 0. 54 0.08" 0.12 0.00 6. 00 0.00 0.0
Polend 1.08 0,18 1.84 0.29 B.41 0.57 14.98 0,74 16.9
USSR 1.22 Q.21 2,06 0.12 06.60 0.00 3.6 1,92 38.1
YORLD TOTAL : 568,57 100,00 632.5% 100.00  1,247.88 100.00°  2,014.32 100,00 2,433.1

Source: FAO, Trade Yearbook
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Appendix Table 9-1  Export Duty Structure for
Crude and Processed Palm Oil with
effect from December 15, 1980 at 4:00 p.m.
(in Malaysia}

($/MT)
Gazetted Price buty Formala
$500.gg;and'below_ﬁer_metric ton Nil’

Above $500.00 - $549.21 and below 0.30p - 150.0000
n o $549,21 -~ $598.42 " 0.35p - 177.4605
no- $598:42 - $647.63 n . 0.40p - 207.3815
w  $647.63 -~ $696.84 " . 0.45p - 239.7630

$696.84 and above per metric ton 0.50p - 274.6050

Source: Royal Customs and Excise Department, Malaysia
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Gazetted Prices ~ Export Dut

Crude Processed Crude Processed

Palm Oil Palm 01l Palm Oil Palm_OiL

1980 January 1,289.31 ~ 1,384.70  373.98  421.68
Febtuary 1,268.47  1,322.57 . 363.57 390.62
Maxch 1,310.97  1,407.63  384.82  433.15
April 1,347.25  1,398.98  402.96 428.82
May 1,408.38 1,416,354 - 433.52 437.60
June - 1,341.93  1,423.06 400,31 460.88
July 1,292.37  1,334,39  375.53 . 396.54
August 1,206.21  1,287.35 332.45 373.02
September 1,202,57  1,262.71  330.63 363.70
October 1,080.58  1,199.74  269.63 329.22
November 1,095.40  1,149.38  277.05 304.04
December 1-15 *  1,084.36  1,139.09  271.53 298.90
December 15-31 #* 1,084.35  1,139.09  267.57 29494
1981 January 995.34 1,019.41 223.06 235.10
February 1,019.21  1,138.34 - 234.99 294.55
March 1,114.13  1,252,33 282.44 351.56
April 1,122.08  1,239.69  286.42 345.22
May 1,229.32  1,252.23 340.04 351.50
June 1,212.01  1,230.54 331.38 340.65
July 1,215.95 . -1,250.03 333,36 350.40
August 1,165.01  1,270.16  307.89 360.46
September 1,141.36  1,272.69  296.06 361.73 -
October 1,102.05  1,227.03  276.41 338.89
November 1,088.31  1,142.88 269.53 296.82
December 1,000.08  1,094.60 225,42 272.68
1982 January 994.15  1,080.99  222.46 265.87
February 959.83 . 1,109.63 205.30 280.20
March 977.61  1,079.43  214.19 265.10

hppendix Table 9--2

Malaysia:

and Export ity Payable

Gagetted FOB Palm Oil Prices

($/MT)

Source: Royal Customs and Excise Department,

* - Former duty structure

%% . New duty structure effective from October 18, 1979,
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Appendix Table 10 Country Classification
by Economic Group and Regilon

Using FAO classifications, the world is divided into the following
econofilc groups and regions, ' o

Group I. Developed Countries in the Free World

Area A North America
Canada, the United States

Area B: Western Europe .
Andorra, Bustria, Belgium-LuXemburg, Denmark, Faerce Is., Finland,
France, the Federal Republic of Germany (including West Berlin),
Gibraltar, Greece, the Vatican, Iceland, Ireland, Italy,
Liechtenstein, Malta, Monaco, the Netherlands, Norway, Portugal
(including the Azores and Madeira), San Marino, Spain, Sweden,
Switzerland, the United Kingdom (including Channel Is. and the Isle
of Man}), Yugoslavia

Area C Oceania
Australia, New Zealand

Area D Other developed countries with market economies
Israel, Japan (including Ogasawara Is. and Ryukyu Is.), South Africa

Group II. Developing Countries in the Free Worid

Area A Africa
Algeria, Angola, Benin, Botswana, British Indian Ocean Territory,
Burundi, Cameroon, Cape Verde, Central African Republic, Chad,
Comoros, Congo, Djibouti, Equatorial Guinea, Ethiopia, Gabon,
Gambia, Ghana, Guinea, Guinea-Bissau, Ivory Coast, Kenva, Lesotho,
Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, Morocco,
Mozambique, Namibia, Niger, Nigeria, Reunion, Rwanda, St. Helena,
Sao Tome & Principe, Senegal, Seychelles, Sierra Leone, Somalia,
Spanish North Africa, Swaziland, Tanzania, Togo, Tunisia, Uganda,
Upper Volta, Western Sahara, Zaire, Zambia, Zimbabwe

Area B Latin America
Antigua, Argentina, Bahamas, Barbados, Belize, Bolivia, Brazil,
British Virgin Is., Cayman Is., Chile, Colombia, Costa Rica, Cuba,
Dominica, The Dominican Republic, Ecuador (including Galapagos Is.),
El Salvador, Falklands (The Malvinas}, French Guiana, Grenada,
Guadeloupe, Guatemala, Guyana, Haiti, Henduras, Jamaica, Martinigue,

(11-119



Appendix Table 10 (cont'd.)}

Mexico, Montserrat, Netherlands Antilles, Nicaragua, .Panama,.
_Paraguay, Peru, Puerto Rico, St. Kitts-Nevis-Anguilla, St. Iucia,
St. Vincent & The Grenadines, Suriname, Trinidad & Tobago, Turks &
Caicos Is., Uruguay, U.S. Virgin Is., Venezuela

Area C Middle East
Africa: Egypt, Libya Arab Jamahlrlya, Sudan
Asia ¢ Afghanlstan, Bahrain, Cyprus, Gaza Strip (Palestlne), Iran,
Iraqg, Jordan, Kuwait, TLebanon, ‘Oman, Qatar, Saudl Arabia,
Syria, Turkey, United Arab Emirates, Yemen Arab Republic,
Democratic Republic of Yemen : :

Area D Far Eagt .
Banqladesh, Bhutan, BIUHEL, Burma, Eastern Tlmor, Hong Kong, India,
Indonesia, the Republic of Korea, Laosg, Macao, Malay51a,uMald1ves,
Nepal, Pakistan, Phlllpplnes, Singapore, Sri. Lanka,_Thalland

Area E Other developing countrles in the free world

America: Bermuda, Greenland, St. Piérre and Miquelon.

Oceania: American Samoa, Canton and Enterbury Is.,‘Chrlstmas Is.
{Australia), Cocos (Keeling) Is., Cook Is,; Fiiji, French
Polynesia, Guam, Johnston Is., Kiribati, Midway TIs.,
Nauru, New Caledonia, Niue, Norfolk Is., Pacific Is.
(Trust Territory), Papua New Guinea; Pitcairn Is., Samoa,
Sofbmon Is., Tokelau, Tonga, Tuvalu, Vanuatu, Wake Is.,
Wallis & Futuna Is. '

Group III. Centrally planned economies

Area A Asxa
China, Kampuchea, Democratlc Republlc of Korea, Mongolia, Vlﬂt Nam

Area B . East Europe and the USSR

Albanla,_Bulgarla, Czechoslovakia, German Democratlc Republlc
{including. East Berlin), Hungary, Poland, Romania, the USSR
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Appendix Fig. 2 Palm Qil: Export Quantity
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Appendix Fig. 3 Palm Oll: Import Quantity
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[1-2-2] COPRA AND COCONUT OIL, PALM KERNEL AND PALM KERNEL OIL,
'BABASSU KERNEL AND BABASSU XERNEL OIL

A. CHARACTERISTICS OF OILS

I. Intreduction

Babassu, one of the products undet study, is produced only in
Brazil, and has not yet matured as an international commodlty. On the
other hand, babassu kernel oil, its major product, can be used as a
substitute for coconut oil and palm kernel oil because of its similar
chemical composition and range of applications.. Therefore, the trend
analyses and projections of demand will be made here principally for
copra and coconut oil, which holds an overwhelming share of the worid
production of lauric oils (see Table A-1), as international commodl—
ties, from which the future prospects of the market for babassu oil is
analogized.

Table A-1 world Production of Palm Oils

(1,000 MT)

1978779  1979/80  1980/81  1981/82

Coconut oil 2,803 3,089 3,137 3,137
Palm oil * _ 4,268 4,796 5,156 5,784
Palm kernel oil 634 620 715 - 7194
Babassu kernel oil S 145 128 130 - 130

* Palm oi%g;denote the oils from plants belonging to Palm
family (Palmae). Most of the palm oils are lauric oils
in their chemical composition, but the palm oil which is
obtained from oil palm (Elaesis gps.) is non-lauric..

Source: USDA, Oilseeds and Products, Séptember 1982

Coconut palm {Cocos nucifera) is one of the most important palms
in the wet tropical zone. Its original habitat is presumed. to be



troplcal Asia or Polynesia, and it is now distributed widely  through-
ocut the tfopical seashores of the world., 'The annual yield per hectare
“is:about 1 ton in the form.of copra, and the profitability is genér-
ally low.comparéd with'other'perennial crops.,

: ... The 1deal natural condltxons for the Cultlvat;on of coconut .
include an average annual temperature of 27 to 28°C, although cultiva-
tion is also possible in ‘Florida, where the average annual temperature
is ?5°C‘ However, growth bhecomes .stunted under conditions of extended
-winter, temperatures of '20°C or lower. On the other hand, temperatures
higher than the optimal temperature are harmful when combined with
conditions of low humidity resulting in a high rate of evaporation. A
regular rainfall of 1,250 to 2,250 mm throughout the year is an impor-
tant factor-in coconut cultivation, and in the monscon zones, reduced
rainfall in the dry season lowers the production of coconuts,

. The uses of the: coconut have been known since prehistoric times,
and it is thought to have been utilized for coocking in the form of the
meat of. the nut, and for the production of coconut wine and vinegar
from its sugar content, bhesides the drinking of the coconut water.

Coconut o0il (constituting 63 to 65% of the copra) is extracted
from the copra and copra meal is obtained as a byproduct. The oil
meal is used mainly as feedstuff or for fertilizers. Coconut oil is
one of the rare lauric oils, and is important not only for its use as
a food but also as an industrial material.  Its unigue fatty acid com-
position is utilized for the production of higher alcohols and surface
active agents, from which cosmetics, shampoos, detergents and various
kinds of emulsifiers are produced.

: The_international sdpply_and demand problems'in relation to coco-
nut products, especially coconut o0il, can be summarized as follows:

a. The instability of production in the Philippines, the major pro-
ducer, due to the influence of droughts and typhoons creates dif-
ficulties for the uses; . :

b. The lnstablllty of - productlon and prices gives rise to problems in
“the competitive relationship of caconut products with petrochemical
_products as well as with palm kernel oil, which has a similar com-—
position, in the field of industrial demand,

As stated in the preceding chapter on palm oil, palm kernel is a
byproduct of palm oil extraction, and future increases or decreases in
production basically depend on trends in the production of paim oil,

.:The babassu palm is a palmaceous plant growing naturally in the
central and northern veqions of Brazil. It reaches a hsight of 20 m
and bears fruit bunches twice a year. One fruit bunch contains 200 to
400 fist~sized nuts, One nut contains 2 to 8 kernels.
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Babassu grows wild in clumps. ovér a. wide range in the: states of
Maranhao, northern Golas and northwestern Piaui, and is scattered
throughout other reglons, with individual bhabdassu trees of ten dotting
in other trees. The density ‘of- natural clumps is about 200-300 trees
per ha, and very dense axeas with 1, 000 . treES or meore per ha are
common. - It is -said to’ grow well under the conditions of high: tempera-
tare, hlgh humldlty and a climate: w1th 11tt1e seasonal varlatlon.-

Since babassu growe Wlld, it 15 harvested by p;cking up the’
fallen nuts, and both the nuts and the kernels removed from the nutq
are’ marketed w1th1n BraZLl. : : :

Although various uses of the” nits are ' known, it is underutilized
at the present ¥ime, and only the oil contained in the kernel and the
0il meal are marketed, a portion of which is exported.-

This Study treats the babassu palm as an oil crop for- the produc-
tion of babassu kernel oil, and barely refers to the preduction situa-
tion inh Brazil, since the purpose here is to discuss the possibilities
for expanding the overseas market for babassu kernel oil.

II.,  Coconut 0il

- Coconut oil is a vegetable oil which follows sbybean oil, sun=
flower seed o0il, palm oil, rapeseed oil and cottonseed oil in volume
of production. BAs with other vegetable oils, 'it is in-demand both for
industry and as a food, but because of its special chemical structure,
it is used more for industry than for food in the developed countries.

Soybean oil, cottonseed oil, peanut oil and tallow, with. their
higher production levels and generally with a larger demand as edible
oils, have -a chemical COmpOSltlon congigting- chlefly of the palmityl
group, with a carbon chain length of 16, and the stearyl group and
oleyl group, ‘each with a carbon chain length of 18. Some alkyl groups
with their unsaturated bond are also contained, which resulfs in these
0ils being liquids.

On the other hand; coconut oil consists mainly-of groups having a
carbon chain ‘length of 12 to 14, and this results in the chemical and
physical characferlstlcs of ‘coconut ‘oil.-being different from those of
other oils, -As a supply source for the sectors requiring products .
with a carbon chain length of 12 to 14, coconut oil is the most
readlly available. Other vegetable oilg which can meet the demand in
the same: ‘sector ‘as & substitute for coconut oil are.those of palm
kernel 011 and babassu kernel oil. S '

_ Tables'A~ and A-3 show the fatty a01d and triglyceride composia _
tions of these three kinds of oil, Palm Kernel oil and babassu kernel
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oil contain slightly more oleic acid thanxdoes coconut oil, while
coconut oil contains more gsaturated glycerides than do the other two

olls.

1:_

Chéracteristics as an Edible Oii

Coconut oil is used as an edible 0il in variocus formns such as

crude oil, refined oil, hardened oil or in comblnatlon with palm
kernel oil. The representative\vegetable oils such as soybean oll
and rapeseed oil ars called soft oils, whereas coconut oil is clas-
sified as vegetable fat because it is solid in Lhe normal tempera~
ture with melting points 23 - 5°C. '

Table A-4 Characteristics and Applications of Coconut ¢il for Food Use

For food

de

Process Product ) Applicationg Chag:;:z:igtics
— Refining Refined | spray (f@r sngcks) - Stability of pre-
cogconut oil Sandwich cream. (biscuit) servation
) L Caramel, ‘candy | Light taste
Hydrogenation | Hydrogenated | - Ices (lacto-ice} - . - Quick melting in
& refining coconut oil Cream (topplng, coffee) || wmouth
. : . Margarine, shortening ‘Quick drying time
Ester | Ester inter- " | chocelate {fox cakes, Creaminess
| interchange changed oil jice cream coating) Low Vviscosity
: Codking powder
L Blending — | Blended osy [ |Feanut frying Ju J

Rgfined coconut oil has‘thé following characteristics.

Because it is almost tasteless and odorless, it is ideal for the
filled milk. '

Since it has a high lauric ‘acid content, it is an essential
material in the production of powdered milk Wlth properties more

. closely resembling breast milk and it is eaSLly digested.

‘Due to its superior creamihg property, it is hest suited for

iceéreams,'cream and sandwich biscuits.

If it is sprayed over biscuits and ecrackers, the taste is

cimproved and it has a moisturenproofing effect.

Because it melts quickly, it 'is suitable for margarine and

shortening.
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;. With the above characteristics, it is an important material for
the products which require such characteristics. .

2. Characteristics as an Industrial Material

Coconut oil ¢ontains 40 to 50% lauric acid, and also contains
the gsaturated acids such as ‘caproic acid, caprylic acid, capric acid
and myristic-acid, and few oils exist which have such composition.
For ‘use, it is decomposed into fatty acids or reduced to higher
alcohols after methyl esterifying, or made into various derivatives
-such as acid amines, nitriles, amines, and surface active agents,
which are used in a variety of applications. It is also an impor-
tant material for the manmafacture of -soap.

Table A-5 Characteristics and Applications of Coconut 0il for
Industrial Use

C acteristi
Process Product Applications haztilzied ¢s
. ] Various Soaps; detergents,' 50% Cyp contained h
becompositicn fatty acids l cogmetics, shampoos HMuch middle-length
: & derivatives |Toothpaste i chain fatty acid
Textile oil, alkyd Softness
. , Higher resin (paint) Good absorption
3 try - > — ’ : . - :
¥or industry F—Reductlon : alcohols Surface active - Low viscosity
‘& derivatives | agents,. plastici-
zers, PVC stabilizers >
Lubricants, petroleum
additives
Medium~-length chain oils {MCT)
for pharmaceuticals
. S0 Cake (bath, toilet) Good lathering
P | Powder (washing) Readily soluble

Fatty acids and higher alcohols are widely used for the prod-
ucts which are daily necessities, including soaps, detergents,
cosmetics, toothpastes and shampoos, and for industrial products
including surface active agents, textile oils, paints, petroleum
additives and lubricants. They are also used for pharmaceuticals.

The charécteristics]bf coconut 0il which make it effective for
uge in the preducts which comprise the daily necessities of life are
its ability to be solubilized, its emulsifiability, its osmotic pro-
perties through and emolient effect on the skin, its retentivity of
perfume, and its ability to dissolve or disperse colorants.
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- The characteristics which make it effective. for uge in’ indus=
trial products aré ita- v1scosity~reducinq and antistdtic properties,
its ability to dissolve and disperse co]orants, and in thé case of
pharmacenticals, its improvement of the lipid metabolic path as a
nutrient and its osmotic properties through the skln. When used in
the manufacture of soap, it improves lathering.and solubility.

The demand. for coconut oil in the field of daily necessities
and for soap production is steadily 'increasing; and continued growth
can be expected in:.the future. Japan is promoting. the use of deter-
gents with little or no phosphorus content in order ‘to protect the
natural envirdnment, by using the higher alcohols produced from.
coconut oil, -and an increase in this field can also be expected.

The level of demand in the pharmaceutical industry-ig also
increasing, doncentrating on the medium—length chain oils (MCT).

I1I. Palm Kernel 0il and Babassu Kernel 0il

Palm kernel oil is in’'a solid state in the normal temperature
range in the témperate regions. . With regard to its fatty acid com-
position, the saturated fatty aclds such as lauric acid and myristic
acid account for about 80%: of the oil content, while the remaining:
unsaturated fatty acid’ content consists of olelc acid which account
for 11 to 17%. It is used for foods such as margarlne, shortenlng and
frying 011 and also as an.oil for lacto~ice and as a substitute for
cocoa butter 1n_chocolate. :For industrial products, it is used in
soap, higher alcohols, fatty acids and surface active agents, though
the volume used for. these purposes are not so big at present. The
0il meal is used as an animal feed. o

The: fatty acid composition of babassu kernel oil is almost the
same as that of palm kernel oil, but it contains slightly more stearic
acid and oleic acid than palm kernel oil. Due to this fatty acid com-
position, babassu kernél oil has a little wider application than coco-
nut oil. The melting point of babassu kernel oil is only slightly
lower than that of palm kernel oils

”Babassu kernel oil is used for edible oils, shortening, wmargarine
and for soap as in the case of coconut oil, and it is also 'uséd as an
industrial material after decomposition intéo the fatty acids and
glycerin. : '
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PRODUCTTON

Copra and Coconut 0il

1. Coconut Productién’

“The ¢oconut is wldely distributed throughout the troplcal zZones
of the world, but the’ ‘amount of land suitable for commercial produc-
tion is limited. According to FAO'S Produdtion YearbOOR, worlad
coconut productlon it 19871 stood at 36.665 mllllon mnetric tons, and
of this amount,. 30. 803 mllllon tons, or 84%, was produced in Asia.

“Of " thé quantity produced in-Asia, the Philippines and Indonesia each

holds-a 30% share, and 60% of the world productlon is accounted for
by’ these two countries, Other producing countries after these two
countries are India, Sr1 Lanka, Malaysia and Thailand by the order
of productlon volume,

] The quantlty of ploductlon in Oceania is 2 274 million tons,
which is greater than the amount of production in either Central and
South America or in Africa. The combined production of Asia and
Oceania accounts for 90% of total world production.

According to the Asian Pacific Coconut Community (APCC),1) the
total guantity of cocenut production (copra equivalent) of all the
APCC member countries has shown an increase of 1.5 million tons over

“the 10 yearS'from_1969~tof197Sy an ‘average annual growth rate of

3.5%. - The largest increase, of almost a doubling of output over
this 10-year period, was achieved by the Philippines, while Indo-
nesia, the second largest producer, increased its production at an
annual rate of 2:5%. Other producing countries such as India,

"Malaysia, PapuagNew Guinea and Western Samca showed slight increases.

On the other hand, a decrease in production was seen in Sri Lanka,
Thailand and the Trust Territory: of the Pacific Islands.

One of the botanical characteristics'of the cocomut is:that it

1) APCC: Pacific Ocean countries were added as members to the Asian
Coconut Community, which was established in 1969 for the main
purpose of mutual cooperation among the coconut ‘producing coun-
tries. The member countries are India, Indonesia,; Malaysia, the
rhilippines,  Sri Lanka, Thailand, Papua New Guinea, Western
Samoa, the Solomon Islands, etc.
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is easily affected by strong winds and drought, !’ and in'thej :
Philippines and Sri Lanka, which frequently suffer from such condi-
tions, the volume: of productlon greatly depends on these factors,
Production in the Phlllpplnes is especially affected by these clima-
tic fluctuations, and in 1973 and 1974 this resulted in the volume
of production being reduced by more than 500,000 tons (copra equiva-
lent) {Appendix Tables 3 and 4}.

2. Cultivated Area and Prodﬁctivity

Although data for the whole world concernlng the planted area
under coconut are hot available, - Appendlx Table 5 shows the data
from the ASLan Pacific Coconut Communlty.-

_According,tq this data, there were“8.37?-ﬁillich-ha-under coco-
nut cultivation-in the APCC member countries alone.in 1978, and. the
countries having more than 1 million ha of cultivated area include
the Philippines, -Indonesia and India.  In the 10 years from 1969 to
1978, the total cultivated area increased at an annual rate of 3.9%.
This increase can be mainly attributed to the Philippines and
Indonesia, with an average annual increase rate over -these 10 years
of 6.7% for the.fo;mer_and,4;2%=for the latter, Besides these coun-~
tries, Thailand and. Western Samoarhavé:shown some increese, although
this is not comparable in scale to that of the two main countries,
while hectarage in the other producing countries remained at almost
the same level (Appendlx Table 5).

The product1v1ty of coconut is often compared with that of oil
palm, which. belongs to the same group of palm. crops, 1f a compari-.
son:of the product1v1ty ‘in Malaysia for each of’ ‘these two crops is
made, -the ‘productivity of- coconut (copra equlvalent) is 0.56 tons/ha
{(from APCC.-data}, and when this is converted-into coconut oil
egquivalent (extraction.yield: 63,5%), the figure.obtained is 0.36
tons/ha, while that for oil palm.(palm oil.equivalent) is 3.44 tons/
ha (Department of Statistics, Government of Malaysia) (the produc-
tivity in both cases is calculated as the total volume of production
divided by the total cultivated area, 1nclud1ng the area under imma-
ture trees),  In other words, in the case of Malaysia, coconut has
only 10.5% of the oil productivity level of the oil palm. Further~
more, it should be noted that when. palm oil is extracted from' the
0il palm, palm kernel is obtained as-a byproduct which also .contains

1) Itsisdsceptibility.to-strong_winds-is-due to. such structural
characteristics as its height and the fact that the leaves-extend
'dlrectly from -the trunk, while the fruits are borne on fleshy
splkes growing from the leaf axils at the top of the trunk., The
poor resistance of the coconut against drought is due mainly to
its shallow roots.
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. the oil, and a0cording_t0 the statistics of the Government of
Malaysia, the productivity of palm kegnel oil is 0.32 tons/ha.

- In.terms of cotonut productivity_by_countries,-Appendix Table 6
_shows the coconut production per ha (¢opra equivalent), calculated
using data from APCC on the cultivated area and coconut production.
Since the cultivated area includes. the area under immature trees,
the figure is low for the Philippines and Indonesia where new plant-
ing (i.e., lncrease in cultivated area) is widespread. The 10-year
average for the entire APCC region is 0,75 tons/ha, while production
in Sri Lanka, the Solomon Islands, and Westexrn.Samoa exceeds 1.0
tons/ha. The lowest figure is_ that for Thailand, whose’ average over
10 years. is_ 0.31 tons/ha, only one-third of the production in the
high-productivity countries. The productivity in the Philippines,
at 0.85 tons/ha, is slightly higher than the APCC average, and if
the area under immature trees is taken into account, this figure
likely rises to between 1.0 and 1.S'tons/ha.

Coconut pultlvatlon is classified accordlng to the form of
management, into small-scale farms directly managed by the farmers
and large-scale plantations.

| These classifications of the two main forms of management
almost fully correspond to the guality of performance.of farm mana-
gement, and naturally the level of productivity is different in each
category. Several examples are shown in the list below, and it can
be seen that even the highest level of plantation productivity in
each of these countries cannot compste with the productivity of palm
oil in Malaysia.

Form of

Countries Production Notes
: Management (tons/ha)
Philippines Plantations 1.5-2.5 {Well-managed farm
: . .in Davao)
: , Small-scale farms 1.0 (Well-managed)
. Papua_ Plantations 1.0 {National average}
New Guinea  Small-scale farms 0.5 {(National average)
Solomon Plantations 2.5 {(Well-managed farm in
Islands _ Russel Is.)
Small-scale farms 1.4 (Naticnal average,
) _ _ - including plantations)
Malaysia Plantations 1.,5~2.5 {Well-mapaged farm on
West Coast of the
_ Peninsular Malaysia
Small-scale farms 0.8 {National average,

Malaysian data)
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The productivity of coconut ig related not only to the quality
of cultivation management but also to a great extent to the produc-
tion capacity inherent in each particular'variety. The most impor-
tant aspect of the cultivation of coconut, iy the product1v1ty of
copra; is determlned as follows: :

(Amouﬁt of copra ih a nut) x'(NUmber of nuts formingua'buhch) X
{ Number of bunches matured in a year) X (Number of trees standﬁ
1ng in one hectare of the farm) : -

Fhe above four elements show a w1de varlatlon depenﬁing on' the
varlety of the tree, and because the. economlc life span of the coco-
nut tree is long; the selection of the’ variety" greatly affects the
results of cultivation. - Almost 100% of the presently cultivated
varieties are ordlnary varieties, and even good cultlvatlon manage-
ment ¢an only obtain a copra production capacity. of about 2 tons/ha.
Recently, attention has been drawn to the breedlng of hybrids using
heterosis, and the development of promising var;etles such as MAWA
(a hybrid of the Malayan Dwarf (Malay orlgln) and the West African
Tall (west Afrlcan origin) was commenced. ' Since only a short time
has passed since. the MAWA variety was rlrst bred, sufficient data
are not available, however, there is a experlmental report in which
the- high rate of yield of & to 6 tons (copra equlvalent) per ha has
been obtained. Although the ordinary varieties are expected to be

'réplaced1by_hybr1ds_1n the Future, but it will take many years
before the hybrid crones are widely distributed befause of the low
reproductlon eff1c1ency of the coconut (fIUlt mature one year after
pollination), : :

In the Philippines, the main producing country, private enter-
prises are studying propagation methods using apical meristem
culture, in order to improve the propagation efficiency. If they
succeed, the speed at which: the hybrid varieties of coconut can pro-
pagate will be greatly accelerated, '

The major produ01ng countries are carrylng out adaptablllty
tests on hybrid coconuts to determine the varieties which can meet
the natural ¢onditions, but it is difficult to ‘select varieties in a -
plant whose- tree has an economic life span of as much as 50 years.
In many c0untrles, after’ grow1ng and harvestlng have been observed
for some period, the seeds are released for general_use, - In-the
Philippines, a government agency, the Philippines Coconut Ruthority,
had been recommending the MAWA variety for wider use since the late
1970s, but it stops the dlstrlbutlon of this: Vdrlety in late 1982,
probably because there were still BOme problems of adaptability to
the climatic: condltlons, in the Philippines. This indicates the
difficuity of selectlng a variety in the case of a perennial plant
such as the coconut.
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3. . Economic -Aspecta of Coconut Cultivation

aAs alréady'mentioned, the productivity of copra {coconut oil)
“-in the cultivation of - -ordinary variéties of coconut is lower than
the productlvity of ‘palm oil and palm kernel oil from the oil palm,
which belong to the same group of perennial oil crops. ‘This is also
true in terms of profitability, and in comparison with other tropi-
cal perennial crops; the coconiut: belongs to the lower group with
regard to profitability per unit area.

The eXperience“of-the plantations in the Philippines, Malaysia,
Papua New Guinea, and the Solomon Islands is ‘that the profitability
from the éultivation of coconuts exclusively is highly unstable due
to the international price for copra showing great fluctuations in
addition to their profitability itself is low. A decline in price
‘results in many plantations registering a loss.

An ‘example can be seenh’ in a survey of the production cost of
the plantation companies in Papua New Guinea. According to a study
- carried out by the Deépartment of Primary Industry in this country on
17 plantation companies, the production cost of copra pér ton in
1979 showed a wide range, from 128 to 331 kina (1 kina = 1.41 US
dollars) . dmong the various companies, with the average cost in these
17 companies standing at.233 kina. The investigated plantations
were of 150-1,600 ha in scale per plantation -company ({some companies
reported on a total of several plantations of the company}, whose
coconut trees were in the producing. period.

Since the price 1) recelved by the producers in 1979 was high,
ahout 330 kina per ton (Aprll - July 1979) reflecting the high
international price, the profitability of the coconut plantations
-was good. ~ From the peak in 1879, however, the international price
of copra followed a downward trend, and the producer price in this
country £fell below 200 kina in October 1981, with most of -the coco-
nut cultivation business operating at a loss.

~ Although the .labor costs and production material costs may vary
- from country to country, it can be said that plantations exclusively
growing coconut in other countries are also facing almost the same
situation as the plantations in Papua New Guinea.

However, the coconut is a perennial crop, and once planted, it
produces a harvest for 50 years, more than twice the crop-producing
life span of the oil palm. - -Furthermore, although the profitability
per unit area is low, coconut has the advantage of not requiring as
much manQOWer as the o0il palm, and efforts are bElng made to improve

1) Thls is calculated by subtractlng the surcharge for the Copra
Industry Stabilization Fund from, or by adding a subsidy to, the
price at which it was purchased by CMB (Copra Marketing Board}.
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the profitability through mlxed cropplng and by glazing cattle among
the treeas.

~ In-Malaysia, the plantation companies tended to.convert:to
oll palm in -the past because the profltabxllty of . -cogonut cultiva-
) tlpn_was,low. However, since the hlgh—yleld hybrld MAWA variety
appealed,'coconut cultlvatlon hag .again drawn attention by .the com~
bined cropping of coconut with cacao, -since the cacao plant requires
'shade, making it suitable for mlxed cropplng with coconut treess

: According to_a study carriéd;out;by-ﬂarrison &:CrOSfield
(Malaysia) Sdn. Bhd. on.the profitability of the newly~developed
perennial crop, - the mixed cropping of MAWA .and cacao results-in a
_ far larger sales income -compared to that of oil palm-cultivation in
the same area; and the level of profitability is also high, although
the cultivation cost ig highexr than that of oil palm. This study
‘was made on theé profitability of three types of new. cultivation
devélopments, namely, oil palm, rubber and the mixed cropping of
coconut -(MAWA) with cacao. The data used for the study were the.
productlon costs such ag. land development, plantingy fertilizing and
cultivation management, harvestlng, “transportation. within ‘the plan~-
tation, processing (rubber and copra) and shipping (rubber only),
but excluding the costs of buildings and vehicles which are con-
sidered common for every crop. For the production ¢osts and selling
price, the average prlces in 19?8 were used. )

Appendlx qu. i ShOWS the proflt and loss by year for ney
plantlng of the three types of crops.

A large prlce fluctuatlon can bé seen for all of the subject
crops, and it must Further be taken into cons;@eratlon that_the_pro—
duction cost for the mixed cropping of coconut and cacao -does not
include - the cost of workers' facilities, despite this type of crop-
ping requires the largest labor: force, As a result of this study,
it can be said that the mixed .cropping of coconut and cacao is pro-
mising. Also,'mixed cropping provides stability in plantation mana-
gement because even if the prlce of copra is low, it may often
happen that the prlce of the other crop lS hlgher.

4. Copra Production

Not all of. the coconut crop is used for the production of -
copra. In the. coastal regions of  the tropigs, the coconut is tradi-
_tlonally deeply rooted. in the eating habits of the population, and
in some countries such as India and Sri Lanka, only 30 to 40% of the
copra equivalent of coconut production, i.e.,; the potential copra
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production,1).is,used for the actual production of copra.. In other
countries such as Papua New Guinea, almost all of the coconut produc-
tion is used £or copra production. .- As shown in Table B-1, the copra
production ratio (ratio of actual copra production to potential
- copra preduction) is 60 to 70% on the average for the APCC members.

Table B-1 Coconut’ Production (Copra Eguivalent) and
' ' “"Actual Copra Production in 1978 '

. . {1,000 MT)
' Coconut production Copra Copra production
{copra equivalent) production ratio (%)
‘India 850 350 41.2
Indonesia 1,461 900 61.6
Malaysia 190 160 84,2
Papua New Guinea 143 143 100
Philippines 2,501 2,133 85.3
Sri Lanka 448 131 29.2
Thailand = 110 40 36.4
_T;us? ?err{tory of 15 11 73.3
Pacific Is. _
Solomon Is. 37 28 75.7
W. Samoa 40 14 - 35,0
Total 5,796 3,910 67.5

Source: APCC

The productlon of coconut is affected by the weather conditions,
ang’ 1t fluctuates from year to year.
Copra is an intermational commodity with many pro-
ducing countrles importing or exportlng copra- or coconut oil, and
the international price is the ‘most important factor in determining

" also fluctuates.

the producer price of the copra.

Consequently,

‘copra production

It therefore follows that the

copra price is also an important factor influencing the volume of

production of copra.

The production ratio of copra for the APCC

countries taken as a whole reveals that when the price is high, the
copra productlon ratio tends to also be high.

Copra productlon statistics from the FAO Production Yearbook
and from Oil World are shown in Table B-3, Appendix Tables 7 and 8

1) Quantity when the entire volume of coconut production is used for
the production of copra.
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Table B-2

Caconut Production (Copra EQuivalent),-and :

_Actual Copra Production, Production Ratio, "and
Price in APCC Countries, 1969 to 1978

APCC coconut

APCC copra = Copra production

p???ggg%;; production ratio - Copra pricex
copra equivalent) (1,000 MT) () ~{US$/MT)

1969 4,264 3,010 70.6

1970 4,525 3,251 . 71.8 225
1971 5,036 3,346 6644 190
1972 5,5%5 3,515 63.3 142
1973 5,129 3,358 65.5 348
1974 4,539 3,360 74,0 670.
1975 5,589 3,542 63.4 256
1976 6,073 3,681 60.6 275
1977 5,570 3,804 6843 402
1978 5,796 3,910 6745

AN

* Philippine and Indonesian copra in bulk, CIF N.W.'Europe pricé-

Source: ~APCC

Table B--3 Copra Production by 3-Year Totals and Yearly Averages
for 1979/80 - 1981/82 and 1972/73 -~ 1974/75
_ | o _ 1,000 M7, %)
1979/80 .~ 1981/82 1972/73 - 1974775
3~Year Yearly - Share of 3-Year .Yearly .. Share of
toral average World total total average world total
Philippines 7,370 2,475  50.3 5,466 1,822 45.7
Indonesia 3,375 1,125 22.9 2,400 800 20,1
India 1,123 374 7.6 1,061 354 8.9
Others 2,897 366 19-6' 3,138 1,046 26.2
World 14,765 4,922 100.0 11,965 3,988 100.0

Source: 0il World -

{1]1-138



and Appendix Fig. 2. FEach set of data uses a different hase in
fixing the yearly pcrlod, one uses calendar years, -and the other
Crop yedrs, Natural]y, therefore, the figures contained in both
data -are ‘not ‘in agreement, but even if this fact is taken into
consideration therée is still a large: difference. The same case
applies- between these sets of data and the APCC data. Since the FAO
Production Yearbook does not give the production figures of cowonut
" oil production, data obtalned from 0il World are used here to show
the trends in copra productlon, in order to see its relationship
with- the production of cocontit oil, which is dloCUS&Ed in the
- following section. ' The world . production of copra increased by 23,4%
over a period of'approximately 10 years, from 3,988 million tons
(three-year average, 1972/73 = 1974/75) to 4.922 million tons (three-
year average, 1979/80 - 1981/82); i.e., at an average annual growth
rate of 2.7%. However, there is a large fluctuation of as much ‘as
1.7 million tons on-a yearly . basis, e.g., from 3.538 million tons,
the lowest level; in 1973/74 to 5.24 million tons, the peak level,
in 1875/76, : :

- This data shows that the Philippines accounts for about half of
the world production, with ‘Indonesia holding a share of about 20%
and India about 9%. ~ Both 'in the Philippines and Indonesia, the
level of production fluctuatés widely from year to year, and the
decrease shown in 1973/74 was steep, In the Philippines, the pro-
duction level in 1973/74, at 1.5 million tons, was only 54% of the
level of production two years later in 1975/76, at 2.79 million
tons.. The Philippines is the largest producing country, with a
share of more than half of world exports of copra and coconut oil.
Fluctuations in production in the Philippines, mainly due to abnor-
mal climatic conditions such as droughts and typhoons, cauge great
uncertainty of the world supply/demand balance of coconut oil in the
world, = The production lével in Indonesia is on the increase, but
‘there are also large fluctuations, although not as severe as in the
Philippines, and domestic supply and demand is almost balanced. The
‘production in India hag remained at almost a constant level of
350,000 to 370,000 tons over this l0-year period.

Most of the other producing countries show a gradual increase,
but Sri Lanka has -shown a continucus decrease, although there are
large fluctuations from year -to year ‘due to droughts, cyclones, and
the reduced productlv1ty of older trees., Production in Sri Lanka
decreased from 248,000 tons in 1971/72 to about. 100,000 tons. in the
late 1970s, and this level of production has been maintained.

. 5. Coconut 0il Production

The production of coconut oil, that is, the extraction of the
oil from copra, is carried out in the major copra producing coun-
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tries and copra importlng countries, The data from Oil World are
shown in Table B-4 and Appendix Table 9.

Table B-4- Coconuﬁroil Production by 3-Year Totals and
Yearly Averages for 1979-1981 and 19721974

~{1,000 MT, %)

. 1979 - 1981 Do - 1972 - 1974
3-Year Yearly Share of. ‘3~Year Yearly Share of
total average world. total = total average world total

World 8,254 2,751 100.

1,893 - 631 26.8

Philippines 3,695 1,232 44.8 _
Indonesia 1,875 625 22.7 1,026 342 . 14.5
India - 722 241 8.8 n.a, n.a, Ny iy
Germany, FR 111 37 1.3 490 - 1863 6.9
Mexico 268 89 3.2 n.a. - Ne&. . Nea,
Sri . Lanka 181 60 2.2 n.a. nyas L Mha,
Others 1,402 467 17.0 3,355 1,118 47.5
0 7,064 2,355 . 100.0

not available

Source: 0il World

World coconut oil production showed an- increasing trend over
the past 10 years, from 2,355 million tons in 1972-1974 to 2.751
million tons in-1979-1981 (both figures based on three-year aver-
ages)., However, there were wide fluctuatLons of as much as 1 mil-
lion tons, for example between the. level of 3. 131 million tons in
1976, the peak level in this lO-year period, and the lowest level;
at 2,055 million ‘tons in 1%974. This corresponds to the fluctuations
of copra productlon as’ mentloned before.

- In terms of production by country, the 1evel af production in
the Phlllpplnes is overwhelmingly large and more than doubled in
this l0-year period, from the 600,000 ton level in the.early 1970s
to more than 1 mllllon tons in 1976, and further to 1, 416 million
tons. in. 1981, with current production- accountlng for almost half of
the total world productlon.' As a background to this was a pollcy of
the country restricting the export of copra and promotlng increased
oil extract;on in the country, coupled Wlth a relatlvely smooth
increase in copra production, - :

 while cocomut oil production in the Philippines increased, the.
countries which were importing copra and extracting the oil were
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compelled to- decreasge their level of impoxrts, and consequently

their coconut.oil production decreased., ‘The largest copra importing
and. coconut. oil extractxng countly, the Federal Republid of Germany,
~had been produclng coconut 0il at a level of 200,000 to 300,000 tons
until 1977, but since then the level of production continuously
decreased, and’ recently_fell to the 40,000 ton level.

_.Indonesia, like the Philippines, has steadily increased oil
production and achieved an average annual growth rate of a little
less than 3, 5% over these 10 years. The three-year average in
1979-1981 -was 625, 000 Lons, a share of 23% of world production.

_ Production_ln-lndla and_MexicQ'has remained.at almost the same
level, while in Sri Lanka, the volume of ©il production fluctuates
greatly, reflecting instability in the level of copra production.

6. Outline of the Main.Producing Countries

The coconut .is deeply rooted in the eating habits of the indi-
genous peoples in many coastal regions in the tropics, and in most
of these:regions, copra has been a cash income source.  This is an
establlshed part of thelr economic life, in a similar way to the
case of rice for farmers 1n Asia and sheep for the nomads of the
desertzreglons. For this reason, it can be taken as a premlse that

_neo significant decrease .of the cultivated area will occur unless
some drastic change occurs. in the habits and way of thinking of the
indigenocus peoples who support the production of copra. It can be
noted that in the APCC member countries, the quantity of production

. carried out by the farmers is far larger than that of the estate

plantatlons.‘

. Because of this- background all of the copra (coconut oil) pro-
ducing and exporting countries are in fact the traditional coconut
producing countries, and none of these countries have recently
increased their production as sharply as in the case of oll palm
-production.

‘In this section we will review the conditions of production in
the exporting countries which rank among the major producing
. countries, especially in those countries whose future outleook is of
interest,

6.1 The Phlllpplnes
The coconut has been grown in this country from prehlstorlc

times, but it was in the 17th century, when Spain established a
policy ‘for increasing the production in order to supply food for
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the Spanish soldlers and to produce fiber for Lhe ropes used in
nevchant vesuels, that its ‘cultivation was emphasized. ‘The
Spanish.governor at that: time issued an' order to the farmers to
cultivate cocenut,’ resulting in a largeuscale inerease in produc-
tion, and this is the distant' cause which later made- the Philip-
pines the top’ rank;ng coconut producer in the world, :

Ever ‘since the Philippines had elphasized tha production and
export of,coconut products, and before the onset of Worid War i1,
the coconut occupied. an 1mp0rtant posxtlon in the Hational economy
and strengthened the foundations for its present position. =

In the latter part of the 1960s, the Philippines held the
posxtlon of ‘the top preducer, ﬂalntalnlng a level of- copra produe-
-tion of more than 1.5 million tons, this belng the result of its
~efforts to increase production on the basis of its traditional
foundation. . However, it should also-be remembered that another
background factor was the highly faveorable customs tariff rate
applied to agricultural products éxported from the Philippines to
the United States, based on the Laurel Langley Agreement which
remalned in force until 1974._“

‘The coconut is now an essential component of the economy of
the Philippines. Some elements of this are as foliows: :

a: The chltiﬁated area is 3 million ha;, almost the same as for
rice and maize, and as a commodity crop it is in the top posi-
tion, far ahead of the second crop, sugar cane.

b. About 20%‘{430,000 houéehblds)-cf all the farming households
are engaged in coconut cultivation. Most of. the cultivation is
conducted by these farmers. .

¢. In recent years; the export of coconut products has ranked in
first or second position in terms of value among all exports
from the Phlllpplnes. : : - :

As stated above, the coconut -industry plays an important role
not only in the domestic economic structure-of this country but
also in the supply and demand situation of the world coconut
market. At the same time; however, there are many problems such
as unstable production, fluctuating price, and surplus extraction
capacity. '

There are many difficulties in rectifying the problem of
unstable production, which is often caused by typhoons and
drought, Raising productivity by the introduction of high-yield
varieties (hybrids) has been attemped to cope with the problems.
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Specifically, as described above, the hybrid variety MAWA was
Lntroduoed and disseminated; but in 1982 its diffusion had to be
stopped, At presént, the direction of emphasis is being placed on
lmproving the overall pxofltabllity of plantations through the
“improvement of ‘cultivation management, and mixed cropping and the
“grazing of anlmals amonq the trees.

The stabilization of prlces and the problem of surplus extrac—
tion capacity 1) are being dealt with by means of a policy for the
Vertxcal Lntegration of the COConut ihdustry.

The functlon of this vertlcal Lntegratlon is to unify the

- coconut oil extraction industries using - a prlvate firm, United
Coconut 011 MLllG, Inc:,; supported by the national policy, as the
main ‘body for performlng the domestic distribution of copra, to
develop the coconut oil 'market and to control the export price.
As of 1981, about 80% of the coconut oil extraction capaclty was
held by enterprises affiliated with the Unlted Coconut 0Oil Mills,
'Inc.

 Accompanying this vertical integration policy, a levy system
was started 1n 1973 1mpos¢ng gurcharges on the domestic distribu-
tion of copra and on exports of coconut oil, in order to provide
subsidies to the coconut produict manufacturers for the purpose of
stabilizing the domestic sales prices of coconut products.
However,_thls system has now been suspended.

The above measures constitute a movement to stabilize the
selling price of the copra producers and the domestic selling’
price and export price of coconut products, together with a series
“of measures such as export controls on coconut oil and an export
ban on copra imposed in September 1982, which is discussed later.
This policy clearly shows the country's desire to reinforce its
"ability to influence the international price.

The conversion from the export of copra to the export of
coconut oil with its higher added value is: proceeding, and the
development of the coco-chemial industry for processing coconut
0il further into higher alcohols is also under way.

6.2 Malaysia

In Malaysia the coconut has flourished since long ago_in the

1) As of August 1981, the coconut oil extraction capacity is 3.55
million tong/year with 64 factories, -The volume of oil
extracted is 2.2 million tons, and only 62% of the total capa-
city is in operation.
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coastal areas which are suitable: for its growth, ~and .it wag in the
early 1900s that the coconut began to be yrown as a commercial
Crop. Coconut Was ‘ohe of the crops grQWn in the plantations
‘operated. along the. west coast,. of the ‘Malay Peninsula chiefly by
the British settlers, and ‘the- cultlvation ‘of. this tree by farmers
was also accelerated during this period. In the 1940s, the culti-
vated area in the Peninsula alone reached 240,000 ha. '

The .cultivation of coconut as a commercial crop .did not.
increase ‘in the plantatlon ‘gector as’ rapldly as: rubber. and oil:
palm, and in the smallholder sector also, the rate of growth was
_con31derab1y smaller than that of rubber, In the cultlvation of
coconut by small- soale farmers, its use as a food source has. tra-
dltlonally been strong; and the wide dlsperSLOn of the small-scale
cultlvated lands has 1mpeded progress in' processing and distribu-
tion, For these reasons, coconut cultlvatlon by smallholders did
not form an industry of the tYpe'seen‘in'thE'case of rubber.

he area under coconut cultlvatlon has recently recovered to
its prewar level, and on the whole it is gradually increasing, but
the- increase is in smallholders cultivation and. that of estate
plantatlon s decrea51ng. Since the cultlvatlon of -coconut on
-plentatlonsiln_the,Pen;neula ig low in profitability, many estates
were converted to oil.palm plantation,. and the cultivated area of
coconut estate decreased from 30,000 ha level in. the early 1960s
to 15 000 ha by the end -of the 1970s. Cultivation by smallholders
is showing continued" growth, encouraged by the financial incen-
tives established in 1963 for replanting, new planting and supple-
mentary plantingQ

) The lncrease in’ the cultlvated area has not been accompanled
by an increase in copra productlon. This is.mainly due to the
decrease-in the cultivated-area in thefplahtation sector, where
all of the coconut production is processed into copra. In 1975/76,
the production. of copra reached a:peak of 230,000 tons according
to FAQ. data,_but since then it has been . declining, and the oil
-extraction industry is facing difficulties of a shortage in the
supply of copra. .Many of the oil extraction enterprises are
small-scale enterprises, and recently some companies have been
closing down, while'the strénger enterprises are extracting oil
from palm kernel in combination with copra and some others are
importing copra and. palm kernel.i'Theicopra extraction yield in
this country is about 56% on the average, which is congiderably
lower than in other countries, and this is one of the reasons for
the ldw'profitability of-the'extraction industry,

The Government ig taklng the followan measures as a _promo-
tion policy for the coconut 1ndustry. : :

a. An increase in copra production through the increase of Yleld
per unit area by introducing high-vield varieties,
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_ b. Tax measure to discourage the export of copra and palm kernel
to secure material for extraction industry and to ease the
import .thereof, 1)

“In the past, the coconut oil produced was sold mainly in the
domestic market, but in 1979 and 1980 more than half was exported.
Thisg is presumably because palm oil entered the domestic edible
oil market.

6.3 Indonesia

. In Indonesia the coconut is chiefly grown in the coastal
regions, and unlike the case with oil palm, it is mostly grown by
smallholders.

.. .In the 1960s, this country was the second largest exporter
next to_the Philippines. ' The export was mainly in the form of
_copra., In the 1970s, however, the level of domestic consumptlon
increased, and despite the fact that the production of copra was
- also increasing, Indonesia was obliged to become an importer in
- 1977, The reasons for this increase in domestic demand were an
increase ‘in populatlon, ralsed living standards, and an easing of
the pressure to export due to the improved foreign currency situa-
tion, - Imports were mainly from the Philippines, with barter trade
sometimes being. carried out using urea for which Indonesia had an
exportable.surplus. :

Returnlng to productlon again, FAO data shows that copra pro-
duction in the 1970s followed a rising trend, with the exception
of 1973 when production decreased due to drought. In: 1974 and
1975 in partlcular, when the international price increased, copra
productlon increased remarkably. Subsequently, production was
maintained at a level of more than 900,000 tons, and it further
increased to 1.25 - 1.30 million tong in 1980 and 198l. The
reasqn seems to be that although the coconut trees in the country
.were aging, the efforts made to increase production ‘through new
planting and replanting met with- success, .and in addition, more
coconuts became to be made into copra by smallholders.

If the production of copra continues to increase at the same
pace as it has recently shown, it is expected that self-sufficiency
can be attained even though its export may not be realized.

1), The export duties are 15% for coprd and 20% for palm kernel,
while no import duty is levied for either commodity.
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6.4  South Pacific Countries .

The South Pacific countries are traditional coconut:prodicing
reglons, and the 1argeut producing country . 1s Papua New Guinea,
with the others 1noludmng Western Samoa, the Solomon Islands and
chrOﬂESla. The . productlon ‘of copra by the farmers in this:
ragion, except for the plantatlons in Papua New. Guinea and the
Solomon Islands, is characterized as the so-called .gathering
method,; i.e., the fruits dropping from randomly planted coconut
trees are collected, when the price of copra. 15 favorable, and
processed to copra. : :

The countries of the South Pacific are drawing the attention
of the extractors in the developed countrles ‘because of their
export capacity. .In the late 1970s, when the Philippines 9trongly
restricted the exportatlon of. ‘copra, Western_Europe and Japan,
which had relieéd heavily on-the Philippines for their supply of
copra, turned toward the South Pacific countries as an alternative
SOUrce. ’ : e : : :

‘The export of copra from the South Pactflc countrlts ‘to the
oil extractlng countrles such as Japan:and the European countries
_made smooth: progress, ‘but some countrles -in the.region, Western
samoa and the Trust Territory of the ‘Pacific Islands, are .expand-
©ing oil extraction wmthln the cauntrles. . The enterprise within
. the region whose oil extraotlon operatlon is most:smoothly per-
formed is d_prlvate enterprlse named Coconut Preoducts’ Ltd.,ln
pPapua New Guinea, whose oil mill with a capacity of 55,000 tons
per year began ‘operation immediately after the war,. At present,
gince the 1n1t1al lnvestment for the faCllitles has already been
- redeemed, it is considered that the operation is rather sound
although it is dependent 14} the trends of the anternatlonal price.

The 0il extraction operatlons ine other countrles in. the
reglon have problems with regard. to . collection of copra and ship-
ping faCllltles. For example, the Micronesia Industrial Corp., in
-palau (7,7.P.I.), with a capacity of 4,200 tons/month, must import
copra from other countries, and generally speaking it ig' difficult
to collect copra from scattered islands in the South Pacific
region where transportatlon costs are very hlgh. :

The low price of copra in the 1980s had adversely affected
the w1lllngness to produce this commodlty in the South Paciflc
region, and it is said that the largest producing country, Papua
New Guinea, is finding it difficult to maintain its price support
system, and that the low price is cooling enthusiasm for the

distribution of hybrld Seeds Whlch has Only recently commenced.

Wlth the llmlted amount of arable land available in the South
Pacific region, the area under coconut cultivation cannot be
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expected to increase significantly in the future even if the copra
market situation improves, and consequently the production
increase will have to rely on raising productivity,

II. Palm Kernel and Palm Kernel 0il

According to TAO data, world production of palm kernel stood at a
level of 1.3 to l.4-million tons from 1974 to 1978, representing about
650,000 tons in terms of palm kernel oil equivalent. However, during
this period, the production of palm kernel has been stagnant, while
the production of palm oil showed an average annual growth rate of
7.9%. One of the-reasons for this is that the kernel of the Tenera
variety, the cultivation of which accounted for much of the increased
production of palm oil in the 1970s, is smaller, In 1980, however,
world palm kernel prodiction increased by about 9% over the preceding
year, This reflected an increase in palm oil production in Malaysia,
‘comprising an 18.1% increase in palm oil production and a 17.5%
inerease in the production of palm Kernel.

The largest palm Xernel producing country in the world is

" Malaysia, with a combined volume of production in the Peninsular
Malaysia; Sabah and Sarawak of about 560,000 tons in 1980, about 30%
of total world production, - Most of the palm kernel produced is pro-
cessed into.oiljdomesticélly and the ©il exported. The export volume
of palm kernel o0il in Malaysia accounts for almost 60% of the world
volume of trade in this commodity.

_ Indon831a is the thlrd largest producer of palm kXernel after
Malaysia and Rigeria, and this country produced about 120,000 tons in
1980, of which about one-third was exported and about 80,000 tons were
used for oil extraction. However, the export of palm kernel oil has
been halted since September 1978, with the entire amount produced
being used as an edible oil for domestic consumption.

Nigeria is the second-~largest producer of palm kernel after
Malaysia, but it is thought that there is little possibility of
exports increasing significantly in the future because the production
of palm oil is leveling off, and in addition, palm kernel 0il, like
palm oil, is increasingly being consumed domestically.

The production in the Ivory Coast, Papua New Guinea and the
Solomon Islands are all graduvally increasing, but not sufficiently to
influence the international market. On the other hand, the world
supply of palm kernel and palm kernel oil will be affected by the pro-
duction situation in Malaysxa, as in the case of palm oil (Tables B-5,
B-6, Appendix Tables 10 to 12, and Appendix Fig. 3).
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‘Table B-~5 _ Palm Kernel Production by Yearly Averages

R T T (1,000 MT, %),
1979780 - 1981/82 1972773 - 1974775

Yearly Share of Yearly = Share of-

average world.-total = average world total
West Malaysia . 523 3643 - - -.184 © 18,3
Nigeria’ 267 18.5 262 26.1
Indonesia 118 - 8.2 : B A B A
Others 499 34,6 . : 1,450 . 44.8
World 1,441 100,00 1,005 = 100.0

Source: Oi1 Wor1d.

Table B~6  Palm Kernel 0il Production by Yearly Averages

_ o (1,000 MT, %)
1979 - 1981 . 1972 - 1974

Yearly . Share of . Yearly Share of
average world total average world total
Wwest Malaysia 228 38.0 74 16.8
Nigeria . 82 13.7 20 4.5
Indonesia. 41 . 6.8 17 ' 3.9
UK - ' 28 4.7
Zaire _ 23 - 3.8
Netherlands S 75 17.0
‘Germany, FR = ' 19 4.3
Others 197 32.8 236 53.5
‘World 600 100.0 441 . 100.0

Source: -0il World
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JI1I. Babassu Kernel and Babassu Kernel 0il

Babassu drew an attention in the 1970s as a future oil source
because of the vastness of the area under wild babassu palm, the simi-
larity of babassu kernel oil to the coconut oil which is marketed
worldwide, and the possibility of using the fruits not only for oil
but also other uses. :

-As sghown in Table B-7, the level of production of babassu kernel
and oil in Brazil shoved an average annual growth rate of 3% over the
12 years up. to 1980. Babassu is harvested by collecting the fruit
after they have dropped from the wild grown palm. And, as the habassu
. grown areas in Brazil are free from tropical cyclones, yearly fluc-
tuations as seen in the case of cocvonut do not occur. Hence the pro-
duction has been able to increase gradually and steadily. Recently,
production has been maintained at a level of 250,000 tons.

Table B~-7 Babassu Kernel and Babassu Kernel Oil
Production (Estimated} in Bra=zil, 1969 - 1980

{MT)
Babassu kernel oil

Babagsu kernel (Estimated)
1969 180,417 104,642
1979 180,897 104,920
1971 193,346 112,141
1972 198,479 115,118
1973 212,196 123,074
1974 222,097 128,816
1975 212,723 123,379
1976 225,925 131,037
1977 236,755 137,318
1978 234,343 135,919
1979 250,913 145,530

1980 250,949 145,550

Sources: Babassu kernel -—
Instituto Brasileiro de Geografia e Estatistica
Babassu kernel oil —
Obtained by. multiplying the volume of kernel
production by the extraction yield ratio of 58%.

The problems facing expansion of the production of babassu kernel
011, however, are shown below;
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a. improvements of infrastructure for the expansion of the area of nut
collection,1) the establishment of oil extraction mills, the
‘mechanization of nut cracklng, or the cost involved in starting new
plantatlons-' ' :

b. the‘acquisition of a labor force for nut collection and cracking;
and ST .

¢. the complete development and full ntilization of nuts in order to
'1mprove competltlveness with other crops.Z) S :

In?addition to this; the production of other crops providing raw
materials for oil during the off-séason of babassu production may need
to be considered in order to raise the rate of operation of the mills.

4

1)} Although the area of collection has been expanded as a result of
the collection of nuts of babagsu growing wild in up-countyry
districts, the 1imit of the distaince from oll extraction mills is
said to be 250 to 300 km. ' :

2} 'fhe major part which is now utlllzed ig the’ seed, Whlch prov1ded
0il; and there is little commercialization of the skin (exocarp) as
raw material for cellulose, of ‘the pulp (mesocarp) for starch, or

" of the flesh (endocarp)-providing methyl alcohol, cork and charcoal.
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