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SUMMARY AND CONCLUSIONS

i World output of palm oil has grown rapidly since the late six-
ties. World trade of palm oil has more than doubled between 1965 and 1975.
The rapid expansion of the o0il palm acreage in Malaysia, Indonesia and the
Ivory Coast during the sixties will account for the bulk of palm oil sup-
plies that will come on the market between now and the early eighties. We
project that palm oil will increase its share in the international trade of
fats and oils from 3.7 percent in 1975 to 22.9 percent in 1985.

11, In most developing countries per capita consumption of fats and
oils is far below that in developed countries. Since the income elasticity
of fats and oills consumption declines with rising per capita incomes, per
capita consumption is projected to grow faster in developing countries

than in developed countries, where it is approaching its saturation level.
Rapidly growing population in developing countries will magnify the income-
led increases in per capita consumption. Towards the mid-eighties demand
for fats and oils is expected to grow faster than total supplies.

{14, The demand for soft vegetable oils (soybean oil, cottonseed oil,
etc.,) is projected to increase faster than the demand for hard oils (palm
0il, coconut oil, palm kernel oil) and animal fats. At the same time pro-
duction of hard oils will expand rapidly. Although hard oils compete with
soft oils in many end uses, the potential market for soft oils is consider-
ably larger than that for hard oils. Continued expansion of hard oil sup-
plies, mainly palm oil, will therefore depress their prices relative to
those for soft oils. In 1974 constant dollars the price of palm oil is pro-
jected at U.S$.$320 per tom, CIF European ports, by 1985. This corresponds
to U.S.8757 in terms of current dollars. (Soybean oil prices are projected
at U.S.$395 P%ELEEEWEE_327EWQB¥$§¥§¢Min«laﬂjdl

iv. 0il palms produce more oil per unit of land than any other oil
crop. The potential for further increases in oil palm yields, coupled with
low production costs, gives palm oil a competitive advantage over other
fats and oils. Thus further investments in palm oil production are likely
to be forthcoming, even at current, rather low, prices of fats and oils.

b 4 0il palm projects promise good economic rates of return. Since

0il palm is in many regions more remunerative than the alternative cash

crops that land and climate will permit, oil palm projects offer an excel=-
lent opportunity to raise the incomes of low income groups. We recommend

that the Bank consider further lending for oil palm projects, if these either—
involve:

\
Fone :

LN fucQAaL
(a) pnodusttonfék % uiﬁeeme_g;oupsrla

(b) production in countries in which domestic
suppI“‘Of fats “and oils 1s insufficient to
meet the growing “demand and where the palm |
o1l output from new 1nvestments will be con-
sumed domestically.



I. PALM OIL IN THE FATS AND OILS MARKET 1/

1 A sharp drop in prices for fats and oils paired with a steep in-
crease in palm oil exports during 1975 sparked a lively debate about the
impact of further investments in oil palm on the world fats and oils eco-
nomy. It has been argued that the rapidly growing output of palm oil might
seriously weaken markets for fats and oils. How likely this is can only be
assessed by looking at the market for palm oil in the context of the world
fats and oils economy, since the two are integrally related. This chapter
looks at the demand, supply and price situation during the next decade
(1976-1985). Chapter II outlines the Bank’s past role in the development
of the palm o0il industry and the main policy issues with respect to further
Bank lending for oil palm projects.

A, Demand

Substitutability

2. An important distinguishing feature of fats and oils is the degree
to which their fatty acids are saturated. O0ils with a high percentage of
unsaturated fatty acids -- soybean oil, for example -- are generally liquid

at room temperature in temperate climates, and are thus called "soft" oils.
0ils or fats with a large proportion of saturated fatty acids, such as palm
0il, are usually solid or semisolid. In general, unsaturated fats and oils
are used for the manufacture of liquid fat products (salad and cooking oils).
Saturated fats and oils are the main ingredients in the manufacture of hard
fat products, such as margarine, shortening and soaps. 2/ Though previously
palm oil was only used for industrial purposes, improved fractionation tech-
niques now allow it to compete with other fats and oils in the manufacture
of margarines, shortenings, cooking fats, salad oils, confectionary and ice
cream. However, soft oils can be hardened through hydrogenation, and this
has expanded the range of fats and oils that can substitute for palm oil

and other hard (saturated) oils in these end uses. Dehydrogenation, the
transformation of saturated fatty acids into their umsaturated form, has
ndfiﬁfﬁ?ﬁﬁ economic.

&5

1/ The term "fats and oils" is used in this paper for all fats and oils

- generally classified as "edible/soap fats and oils"; these include
soybean oil, sunflower seed oil, groundnut 0il, cotton seed oil,
rapeseed oil, olive oil, coconut oil, palm kernel oil, palm oil, fish
oil, butter, lard and tallow. In recent years, their combined pro-
duction accounted for about 97 percent of the total production of all
major fats and oils.

2/ Table 12, Annex I.
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3. Though technically most fats and oils are interchangeable, 1/
costs of refining and specific end-use requirements limit the range within
which individual fats and oils are actually interchanged. The need for cer-
tain chemical components (e.g. fatty acids) or certain physical properties
(e.g. flavor, color, smell, melting point) in a specific end-use gives the
0il or fat which has these components or properties a competitive advantage
over other fats and oils in that end-use (“specific demand”). 2/ Thus each
0il or fat faces two distinct markets: first, the market in which it has a
qualitative advantage over other fats and oils; and second, the market in
which it competes directly with other fats and oils. The size of the first
market of a fat or oil varies with the demand for the end products which
need its special properties. The demand for this oil or fat in the first
market is less price elastic than the demand in the second market. In the
first market, prices reflect the relative strength of demand and supply

for the individual oil rather than the market situation for all fats and
oils.

4. Unlike other hard oils, such as coconut oil and palm kernel oil
which have a large distinct market because of their lauric acid content,

palm oil has no physical or chemical properties which give it a qualita-

tive advantage over other fats and oils in current end-uses. Because there
is no specific demand for palm oil, its price depends on the overall situa-
tion for all fats and oils. Palm oil prices are most highly correlated with
those of other low-priced'fats and oils -- fish oil, tallow and lard -- and
the medium-priced oils, mainly soybean oil and sunflower oil, which are widely
used in the manufacture of margarines and shortening. Palm o0il”s only effec-
tive competitor in the "inedible" market, tallow, is traditionally cheaper
than palm oil, which gives tallow a competitive advantage in three major
markets: the soap industry, the chemical industry and the animal feed in-
dustry.

1/ The correlation coefficients for prices of selected fats and oils con-
tained in Table 6, Annex I, indicate the close relationship that exists
among most fats and oils.

2/ Substitution between individual fats and oils is impossible if the

end product requires a certain fatty acid. Interchangeability is also
limited by consumer tastes and preferences; examples are olive oil and
groundnut oil which are marketed predominantly in their pure form be-
cause consumers prefer their flavor.
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Growth of Demand and Imports

By Worldwide, the consumption of fats and oils expanded steadily at
an average rate of 3.4 ent per year from 1960 to 1975. 1/ Developed
countries account for more than half of world consumption and have been

the main export market for fats and oils produced in developing countries.
Within the developed countries the most rapid increase in consumption be-
tween 1960 and 1975 was recorded in Oceania, Japan and South Africa (7.0
percent per year), followed by Western Europe (3.0 percent) and North
America (2.6 percent). Among the developing regions, Latin America re-—
corded the highest rate of growth in consumption (4.3 percent) followed
by Africa (3.1 percent) and Asia (2.5 percent).

b Per capita consumption of fats and oils depends largely on in-
comes. In several developing countries annual per capita consumption is
less than 5 kilograms. In most developed countries it ranges from 25 to 30
kilograms. Statistical analysis of the fats and oils consumption pattern
shows that demand increases rapidly with incomes at low income levels. At
high income levels -- roughly those now reached in the United States and
some European countries -- the demand responsiveness of fats and oils to
increases in income levels off at about 30 kilograms per capita.

Ts Regional consumption patterns of fats and oils generally reflect
regional production patterns and natural storage conditions, Economic pro-
téction and lower transport costs play an important role in the preference
for locally produced fats and oils. In temperate zones, soybeans, cotton-
seeds and sunflower seeds supply most of the oils needed in the manufacture
of margarine, shortening, and other fat products. In tropical and semi-
tropical zones, coconut 0il and palm oil dominate vegetable oil consump-
tion.

8. Between 1960 and 1975 more than half of palm oil output has been
consumed in producing countries. About 90 percent of palm oil exports go to
developed countries. Germany, the Netherlands and the United Kingdom account
for almost 60 percent of world palm oil imports (Chart 1). While the shares
of the three European countries declined slightly during the past two decades
(1955=75), that of the U.S. has tripled over the last ten years.

9. The growing demand for palm oil in the United States largely reflects
movements in relative prices. The use of vegetable oils in consumer products
has increased at the expense of animal fats, as the latter’s relative prices
rose, and the price of palm oil declined, relative to those of other vegetable
oils. About 85 percent of the palm o0il the U.S. uses for edible purposes is

1/ All growth rates in this paper are compound growth rates between the
indicated end points, i.e. 3.4 percent is the growth rate from end
1960 to end 1975, and thus does not include growth in 1960.
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utilized in the manufacture of shortening, 1/ and only a small proportion

is used for margarine. (In the United States, shortening production exceeds
margarine production). In recent years, the trend has been towards increased
consumption of shortening at the expense of lardy In addition, shortening
made only from vegetable oils has gained at the expense of shortening contain-
ing both animal fats and vegetable oils, a shift which is likely to continue,
mainly because of the increasing awareness of the health risk associated with
consumption of fats and oils containing a high percentage of saturated fatty
acids.

10. India and Iraq have been the major net importers among developing
countries. During the period 1960-64, India’s share in total imports of
palm oil had grown to 6 percent; however, it dropped to less than 2 percent
in the following decade (1967-75) mainly because of import controls imposed
by the Indian Government. Iraq’s imports continued to increase.

Demand Forecasts

Tedis Projected world demand for fats and oils in 1980 and 1985, shown
in Table 1 below, largely reflects the real growth in per capita incomes
in 145 countries. 2/

Table 1: FATS AND OILS: DEMAND, SUPPLY AND PRICES
SELECTED YEARS

Item 1972 1974 1976 1980 1985 1974-80 1974-85
—————————— 1,000 Metric Tons———————=—- Percent

Ciymnadnai,

[
Defpard 38,869% 46,411 45,360/ 51,750 57,500 1.8 2.0
| e
Supply 39,750 45,045 46,280 53,200 58,300 2.8 2.4
!i Prem—— oA
Fats & 0Oils | e 2 y 3
Price Index ** 64.0 100.0 1.2 | 463 52.2 12.0 -5,7./
*Estimated. %% In 1974 constant U.S. dollars.
Sources: FAO (1972-74); IBRD (1976-85).
12. In many of the developed countries, at present the main market for

exports of palm oil, per capita consumption of fats and oils is gradually
approaching a saturation level, and no large increase in overall demand is
likely unless new products and end uses are developed. However, since its

1/ In the U.K. palm oil is used both in margarine and shortening production.
In the EEC, between 60 and 80 percent of the palm oil is used as as an
ingredient of margarine. Its use in shortening is less important. Com-
pared with the U.S., European countries use of of shortening is limited.

& The 1975 edition of the World Bank Atlas contains a list of these coun-
tries. See Annex II below for a brief note on the estimation method,
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price 1s expected to remain lower than those of its main competitors in
shortening, and will continue to fall relative to that of soybean oil, in
particular, demand for palm oil is likely to benefit from the growth in
shortening consumption.

13 As the potential for expanding consumption declines in developed
countries, an increasing share of the world production of fats and oils will
have to be marketed in developing countries. Demand for vegetable oils in
these countries is expected to rise steadily over the next ten years. Par-
ticularly marked increases in the demand for palm oil are expected in Nigeria
and Indonesia, both exporters at present. 1/ Palm oil has a major advantage
over most other fats and oils -- it is comparatively inexpensive 2/ -- and

to some extent it will replace coconut oil both for edible purposes and in
the manufacture of soaps. The greatest scope for substituting palm oil for
coconut oil in developing countries is in cooking oil. To obtain a product
likely to be acceptable to consumers (who traditionally prefer coconut oil
for cooking), palm oil has to be fractionated, and the crude liquid frac-
tion (palm olein) has to be refined (de-odorized, de-colorised, and the

fatty acids removed) and then either blended with coconut oil or flavored
with coconut oil taste. In the refining process many of the nutritional . @
advantages of palm oil, such as its high content of vitamin A, are lost. UﬁLJ\f ax e

B. SUPPLY

14, During the remainder of the seventies, world production of fats
and oils is projected to grow at about the same rate as during the sixties,
and to increase by 18.1 percent over the 5-year period (Table 2). Given the
consumption forecasts shown in Table 1, production will exceed consumption
by about 1.5 million toms in 1980, and real prices for fats and oils (in
1974 constant dollars) will have to decline below their average level of
the sixties (Table 4, Annex I). This decline in real prices is likely to
reduce investments in oil bearing tree crops, and thus result in slower
expansion of production of fats and oils during the later part of the early
eighties. Because consumption of fats and oils is projected to increase
considerably faster than their production during this latter period, real
prices will rise again.

154 The supply of most fats and oils depends largely on price movements
in other markets. Not only are fats and oils extracted from a large number

of oilbearing materials, but many of them contain other, often more valuable,
products in addition to fats and oils. Many oilseeds are grown for the

1/ See paragraph 34 below.

24 Food aid from developed countries, such as that from the United States

under P.L. 480, could make this price advantage ineffective. Subsi-
dized soybean oil exports severely limit the market potential of palm
0il (either domestically produced or imported) in receiving developing
countries.
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high-protein meal they contain; lard and tallow are by-products in meat pro-
duction; fish oil and other marine oils (with the exception of whale o0il)
are a by-product of fishmeal production. 1/

Table 2: WORLD PRODUCTION OF FATS AND OILS, BY MAJOR GROUPS
Actual 1960, 1975, Projected 1980 and 1985

1960 1975 1980 1985

Item 1000 MT % Share 1000 MT ¥ Share 1000 MT 7% Share 1000 MT 7% Share
Vegetable 011 15610 58.4 29000 [ 65.3 37000 69.6 41200 _ 70.7
From: -
Oilseeds /a 10785 40.4 21365 48.1 26900 50.6 29400 50.4 ..
Tree Crops /b 4825 18.0 7635 [ 72 1®100 19.0 11800 20.3
Animal Fats and

Marine 0Oils 11100 41.6 15420 34.7 16200 30.4 17100 29.3
Total 26710 100.0 44420 100.0 53200 100.0 58300 100.0

/a  Includes soybean oil, sunflower oil, cottonseed oil, groundnut oil, and
rapeseed oil.

/b Includes olive oil, palm oil, coconut oil and palm kermel oil.
Sources: U.S.D.A. (1960-69); IBRD (1975-85).
Animal Fats

16. The share of animal fats 2/ in the world fats and oils market will
decline from 42 percent in 1960 to 30 percent in 1980, and 29 percent in
1985, Most of this decline will be caused by a sharp drop in lard produc-
tion. A steady increase in the price ratio between pork and lard has en-
couraged production of leaner hogs. A similar shift in demand towards
leaner beef will slow the growth of tallow production. Nevertheless, tal-
low will remain a major source of fat; its share in the production of all
fats and oils is projected at 10 percent in 1985, about the same as the pro-
jected share of palm oil and roughly half the share of soybean oil. The pro-
duction of butter is projected to increase much more slowly than during the
sixties. In most countries butter production has remained almost stagnant,

1/ It could be argued that continued low prices for fats and oils would
encourage producers to switch to crops other than oilseeds. Since
it is unlikely that producers of oilbearing tree crops (coconut, palm
kernel, palm fruit) would uproot their trees, producers of annual oil-
seed crops would have to bear most of the burden of adjustment. The
extent of such a switch is difficult to evaluate, since most of annual
oilseed crops are grown for their content of high-protein meal.

2/ Includes fish oil, tallow and lard.
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though it has grown significantly in countries with a support price system
for butter. The production of fish oil has grown at an average rate of 6
percent per year during the period from 1960 to 1975. With the projected
decline in fish catch in the coming years, this growth rate will drop to
less than 2 percent between 1980 and 1985 and the share of fish oil in the
overall supply of fats and oils will drop from 3.0 percent during 1967-69
to about 2.4 percent in 1980 and 1985.

Vegetable Oils

iy Since the early sixties, world production of vegetable oils has
increased faster than that of animal fats and marine oils: the share of
vegetable oils in the overall production of fats and oils grew by 7 percent-
age points between 1960 and 1975 (Table 2). We project that this trend will
continue and by 1985 more than 70 percent of the total supply of fats and
oils will come from vegetable oils. The expansion of vegetable oil produc-
tion largely reflects the rapidly growing demand for high-protein meals and
the steep increase in palm oil supplies. The increase in the market share

of vegetable oils opens opportunities for virtually any of the latter in view
of the high degree of substitution between them. For each individual oil the
rate of growth of supplies compared with that of competing oils does have an
influence on its relative price but this influence weakens as the market for
all fats and oils approaches equilibrium.

18. Soybeans dominate the world fats and oils economy. World soybean
0il output has risen from 3.5 million toms in 1960-62 to 8.6 million tons
in 1975, a rise of 14.5 percent. About 40 percent of world production is
exported. The largest quantity increase was recorded in the United States
where production nearly tripled, rising from 2.5 million toms in 1956-60 to
7 million tons in 1975. United States soybean production is expected to
reach about 48 million tons in 1980. An increase in soybean prices during
the period 1980-85 could bring soybean production in the United States to
50 million tons. Brazilian soybean production is expected to continue to
rise sharply to about 15 million tons by 1980 and 22 million tons by 1985.
China’s soybean output has remained at about 10 to 12 million tons through-
out the last two decades; and since future production is likely to be tai-
lored to domestic needs, it is not expected to affect the world fats and
oils economy. Total world production of soybeans, including that of China,
is forecast to reach 70 million tons by 1980 and about 80 million tons by
1985. This corresponds to a world soybean oil production of nearly 12 mil-
lion tons by 1980 and 13.5 million tons by 1985, or a continuing share of
more 20 percent in the total supply of fats and oils. About 40 percent of
the soybean oil produced is likely to enter world trade.

19. World output of groundnuts increased at a diminishing rate in the
last decade, particularly after 1967. World exports of groundnut oil have
been stagnant since 1955, except for a shortlived increase during 1966-68.
Production is not expected to rise again at rates comparable to those in the
fifties unless vigorous expansion plans are undertaken.

20. World coconut production remained stagnant from the mid-1960s to
1970, and the improvement of the last two years was mainly due to favorable
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weather conditions. The development and use of high-yielding hybrid var-
ieties could increase productiom, but the effect would not be felt until
after 1980.

&l The production of cottonseed oil has grown slowly in the past
decade -- at less than 1 percent a year. A rise in supply occurred in 1972

and is expected to continue into the late seventies, due to the diversion
of cottonseed from direct feeding to oil extraction in some countries.
However, the long-term growth, linked to the growth of cotton production,
is not expected to exceed 1.7 percent per year.

22, Sunflower seed is mainly produced in centrally planned economies,
and output has stagnated in recent years. No great change is expected in
the period to 1985, and the area presently under sunflower in the USSR will
probably not be greatly expanded., The possibility of a large-scale intro-
duction of sunflower planting in the United States still seems remote.

23. Rapeseed originates mainly in Canada, Western Europe, the USSR
and Eastern Burope. Output has expanded recently, but it is not expected
to capture a large share of the growing market for oils.

Palm 0il

24, Production Characteristiecs. 0il palms produce more oil per unit
of land than any other oilseed crop (Table 10, Anmex I). Their fruit comn-
tains two oils: palm oil and palm kernel oil (the latter is extracted
from the seed. The trees’ economic life lasts about 30 years. They pro=-
duce their first crop during the third year after planting and reach peak
yields (2.5 tons per acre) between the eighth and tenth year; from then on
yields decline gradually (at about 2 percent per year). 3

254 The production costs of palm oil are far below those of most other
vegetable oils. 2/ Although oil palms need between 1800 and 2200 mm. rainfall
regularly distributed over the year, about 2000 hours of sunshine, and suffi-
cient fertilizer (nitrogen and potash) to produce the high yields mentioned
above, they require little labor compared with other tree crops, such as
rubber. Most of the labor is needed for harvesting, which demands careful
handling of the fresh fruit bunches. Bruising the fruit results in a higher
content of free fatty acids, lowering the quality and price of the palm oil.,

1/ Modern oil palm estates use selections that produce palm fruits with a
smaller kernel than those found in wild groves. Most exports of palm
kernel oil originate in West African countries, wich produce most of
their palm oil from wild groves.

gj For example, the production costs of a metric ton of palm oil (ex.
installation in Malaysia) currently range from US$150 to US$190
(Table 11, Annex I). Because most fats and oils are recovered
jointly with other products (e.g., oil cakes, meats), the produc-
tion costs of fats and oils depend to some extent on the method
chosen for allocating the processing costs among end products.
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Thus to produce high quality palm oil (at low cost), harvesting and processing
have to be well synchronized. This requires good management and a well-main-
tained transportation network. The production of palm oil is more capital-
than labor-intensive.

26. The supply of palm oil is highly inelastic 1/ because harvesting
will continue even if palm oil prices should fall below variable costs. - 2/
There are two main reasons: (a) producers have few alternative production
possibilities, short of uprooting the palms; 3/ and (b) they would have to :
collect the ripe fresh fruit bunches anyway, to prevent the occurrence of T
pests and diseases in oil palms caused by overripe and rotting fruit. The I
decision to extract the oil will depend largely on the direct operating

costs of the mill and the marketing costs for the end products {(palm oil,

palm kernel oil, and palm kernel cake).

27 Growth of Production and Exports. During the sixties, palm oil
production grew at roughly the same rate (3.1 percent per year) as the pro-
duction of all fats and oils. Since 1970, the growth rate of palm oil pro-
duction accelerated more than 1l percent a year, compared with an annual
growth rate of 4.2 percent for all fats and oils. This steep increase in
the growth of the palm oil industry reflects the rapid expansion of oil

palm plantings in Malaysia and Indonesia. During the late fifties, about
two—thirds of the world’s palm oil output was produced in Africa: two coun-
tries, Nigeria and Zaire, then supplied more than half of the world’s palm
0il. Although still major producers, the combined share of these countries
in the output of palm oil dropped by 1974 to about 30 percent, slightly less
than Malaysia’s share. 4/ From 1965-69 to 1970-74%, Malaysia“s production of
palm oil grew at an average annual rate of 25 percent (Table 7, Annex 13. 5/

1/ This statement refers mainly to palm oil produced on estates. The
supply from independent smallholders working at the frimge of oil
palm estates or collecting fruit in wild groves is more price-elastic:
These producers have usually a wider range of employment opportunities
than producers on smallholder estates, and they are also less concerned
about the danger of plant diseases caused by rotting fruits.

2/ Variable costs include the cost of picking the fresh fruit bunches, |
the cost of transporting them to the processing plant and the cost
of palm oil extraction.

3/ Intercropping is only possible during the first two years before the
canopy of the oil palm closes. Lack of sunlight makes intercropping
after that impossible.

4/  Civil disorders were a major factor behind the decline in palm oil
production in these two countries, Production was disrupted in
1964-67 in Zaire and in 1967-69 in Nigeria.

éj See Chart 2.
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Though Malaysia is now the world’s leading producer of palm oil, the decline
in West African palm oil production has recently been reversed, as rising
per capita demand for fats and oils has led to large investments in oil palm
in several West African countries.

28. World output of palm oil is expected to grow at amn average rate
of 9.5 percent a year during the period 1975-80. Most of this expansion
is the result of plantings of the sixties, which are now reaching maturity,
and of improved yields. The real price of palm oil is projected to remain
around its current low level. Although this price is still well above the
production costs of efficient producers, it will be less than satisfactory
for marginal producers (independent smallholders and producers from wild
groves). Continued low palm oil prices and a strengthening of the markets
for natural rubber, which competes for land with oil palms in southeast
Asian producing countries, could slow the pace at which Malaysia and Indo-
nesia expand their oil palm acreage in the latter part of the forecasting
period. Overall, palm oil production is likely to expand at a slower rate
(5.1 percent a year) between 1980 and 1985.

295 Malaysia will account for a major part of the future increase in
output because of its extensive recent plantings of high-yielding varieties.
These plantings covered 290 thousand hectares of land between 1961 and 1971,
and there ars '*Pl;;aj}_i‘._EE._._H;‘L.P,&-.%?, additional 100 thousand hectares under oil
palm during —80. Malaysia“s output may thus increase to between 2.2 '
million and 2.5 milion metric tons by 1980. By 1985, Malaysia’s palm oil
production is projected to reach between 3.9 million and 4.0 million toms.

30. A smaller yet significant increase in output is expected in
Indonesia, where new plantings amounted to 25 thousand hectares 1n 1961-
71. Indonesia will have doubled its oilpalm acreage between 1972 and 1976.
Current plans indicate a further expansion by 50 thousand hectares during
1976-80, with an equally important contribution to additional output from
replantings and other forms of rehabilitation of old stands.

Bl In West Africa, the Ivory Coast expanded the area under oil palm
cultivation to 30 thousand hectares by 1974. During 1974-80, palm oil out-
put is projected to increase by 85 percent. Nigeria is not expected to

raise its palm oil production significantly between 1976 and 1980; for the
remainder of the seventies output will remain at its current level of about
450 thousand tons. The Nigerian Government’s plans for planting and replant-
ing have not materialized thus far: 90 percent of Nigeria® output comes still
from wild groves. As a result of aging trees and increasing difficulties in
finding the necessary labor for maximum exploitation of the groves, Nigeria
may become a net importer of palm oil by 1980.

-
f
{
|
B

32. World exports of palm oil followed roughly the expansion pattern
of palm oil production (Charts 2 and 3); they grew at an average rate of 2.8
percent a year between 1960 and 1970, slightly below the 3.2 percent growth
rate estimated for palm oil production. Towards the end of the sixties
exports began to pick up, reaching an average annual growth rate of 18.5
percent between 1970 and 1975. Malaysia, Indonesia and the Ivory Coast
accounted for most of the rapid expansion of palm oil exports.
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33. An increasing share of the palm oil produced in West African
countries is consumed domestically. Between 1955 and 1974, palm oil ex-
ports from West African countries dropped by 60 percent. The drop was par-
ticularly evident in the case of Nigeria, whose market share fell from over
30 percent during the late fifties to less than one percent in 1974 (Chart
3). The decline in exports largely reflects the shortfall in Nigerian palm
0oil production during the civil war years and its slow recovery, paired
with steadily rising domestic demand for edible oils.

34. Increasing consumption of palm oil in producing countries, mainly
in Indonesia and West African countries, is expected to slow down the expan-
sion of palm oil exports. We project that palm oil exports will grow at an
average rate of 11 percent between 1975 and 1980; the growth rate will decliine
to 9 percent between 1980 and 1985. The share of palm oil in world trade of
fats and oils will increase from 6.0 percent during 1967-69 to a size closely

approaching that of soybean o1l -- 17.5 percent in 1980 and 23 percent in
1985.
1
C. PRICES
35. Although prices for fats and oils fluctuated widely during the

past two decades (1955-75), they displayed no clear trend (Chart 4).
Price fluctuations reflect simultaneous increases or shortfalls in pro-
duction and exports of major fats and oils. They are usually related to
changes in the normal weather pattern (typhoons that affect coconut har-
vesting in the Philippines, a drought that reduces soybean yields in the
United States, etc.) The sudden increase of fats and oils prices during
1973-74 was mainly the result of simultaneous production shortfalls in
coconut o0il and groundnut oil.

36., We project a decline in real prices of fats and oils during
1975-80. The major assumptions underlying this projection are:

(a) An oversupply of fats and oils caused by:

(i) the rapid acreage expansion of oil-bearing tree crops
in recent years; and

(ii) the growing demand for oilseed meals;
(b) A declining market potential for fats and oils in developed
countries, where per capita consumption approaches the

saturation level. Demand for fats and oils in these

1/ In this section "price" of fats and oils refers to the weighted average
price of fats and oils.
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countries is likely to come mainly from the development
of new products or end-uses and population growth.

37 Prices of fats and oils during 1980-85 will depend largely on the
capability of developing countries to absorb the projected increase in fats
and oils supply. For this period, a slight rise in real fats and oils
prices is projected, on the assumption that producers will reduce plant-
ings in response to declining prices during the first half of the decade
and that developing countries will absorb an increasing share of the total
output of fats and oils.

38. Technological improvements in refining and manufacturing and the
resulting increases in interchangeability of fats and oils have had three
distinct effects on prices. First, prices have become more important in the
manufacturer’s choice of oils (or fats). Second, price differentials among
fats and oils have declined. Third, the increased possibility of substitu-
tion has encouraged the use of cheaper oils, such as soybean oil and palm oil
at the expense of high-priced oils such as butter and olive oil. This has
tended to depress the general price level of high-priced oils.

39, The level of palm oil prices relative to those other fats and oils
depends on the share of palm oil in total fats and oils exports. Chart 5
{llustrates the effect of increasing palm oil exports (relative to soybean
0il exports) on palm oil prices. The effect of increased supply on palm

0oil prices is aggravated by the fact that the market for soft oils expands
faster than the market for hard oils (coconut oil, palm kernmel oil, palm
0il). Although it is physically possible to substitute hard oils for soft
oils, the costs of dehydrogenation are high, and the rapidly growing output
of hard oils can be marketed only at lower prices than those of soft oils.
We project therefore a price differential of about 20 percent by 1985 between
palm oil and its main competitor, soybean oil. Soybean oil prices (in 1974
constant US dollars) are projected at 395 US dollars per ton (CIF European
ports) in 1985, whereas palm oil prices are projected at 320 US dollars for
that year.

40, - The declining trend of relative prices for palm oil (and other
hard oils) could be reversed through: (a) a reduction in refining costs
(easing the interchangeability of these oils with the soft oils in known
end uses); and (b) the development of new end uses.

II. IMPLICATIONS FOR THE BANK GROUP

A. Past Lending for 0il Palm

41, During the past ten years (1965-75), the World Bank Group has
participated in 22 oil palm projects, in nine countries: Benin, Cameroon,
Ghana, Indonesia, Ivory Coast, Malaysia, Nigeria, Papua New Guinea, and
Sierra Leone. Loans for these products totalled US$272 million. The
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combined output of palm oil from these projects is estimated to reach 475
thousand tons by 1980, 700 thousand tons by 1985 and 745 thousand tons

by 1990. (Annex I, Table 14). According to Bank staff projections the
contribution of these projects to world palm oil supplies will be 10.3

percent in 1980 and 11.9 percent in 1985. 1/ Their impact on world fats
a&%_gE;gwgggggggigg,igm;ggigp;;EEEEE, Considering that the share of palm

oIT 1n the production of all fats and oils is projected at 8.7 percent in

1980 and 10.1 percent in 1985, the output from Bank-supported palm oil -
projects will add about 0.9 percent to total world supplies of fats and y&
oils in 1980, and slightly more than 1 percent in 1985.

42, We estimate that about 30 percent of the combined output from
these projects will be consumed in the countries of origin, and the remain-
ing 70 percent will enter world trade. The proportions vary between coun-
tries, Most of the palm oil produced from the projects in West Africa is
consumed domestically, while the bulk of output from those in South Asia
countries is exported. New oil palm projects in the latter region would
have a greater effect on the international market than new undertakings
elsewhere.

B. Bank Investment Policy for 0il Palm Projects

Economic Rate of Return

43. Projected yields and prices of palm oil and palm kernels are the
main elements in assessing the economic benefits of an oil palm project.

In the past, expected economic rates of return of oil palm projects sup-
ported by the World Bank Group were as high as 17 percent in West African
countries and between 16 and 20 percent in Malaysia and Indonesia. 0il palm
projects will continue to be profitable: First, because increasing oil palm
vields will compensate for declining palm oil prices. Even a decline in palm
01l prices below the level projected above will not reduce benefits if high-
yielding oil palm selections are planted. Second, because palm oil has the
lowest production costs among fats and oils.

44, About 70 percent of all Bank-supported oil palm projects have
involved production by small farmers. Palm oil is the main source of cash
income for most of these families and it enables them to participate more
fully in the market economy. For many areas in the tropics 0il palm will
remain a more remunerative crop than the alternatives which land and cli-
mate will permit.

1/ The corresponding share for 1975 was 4.3 percent.
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45, Domestic consumption has claimed and will continue to claim an
increasing share of the palm oil output in West African countries. Several
traditional palm oil export countries (Nigeria and Zaire) may have to import
palm oil in the future. Further expansion of the palm oil industry in these
coutries would raise the per capita supply of fats and oils (and thereby
improve nutrition), and reduce the need fo finance consumption from foreign
exchange.

Recommendation

46, We have argued that investment in oil palm will remain profitable.
Thus we expect that private investors and, in some countries, government
agencies, will continue to finance oil palm projects. We suggest therefore
that the Bank limit its lending to oil palm projects which either:

(a) directly aid low income producers 1/, or

(b) reduce foreign exchange expenditures for
fats and oils imports of countries in
which domestic supplies will be insuffi-
cient to meet their growing demand.

if See: Rural Development and Bank Policies: A Progress Report, IBRD
Report No. 558.
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ANNEX I: STATISTICAL TABLES

World Production of Selected QOilseeds, Fats and 0Oils (Fat or 0il
Ecuivalent), Actual 1960, Average 1967-69, 1975 Projected 1980 and 1963

World Exports of Selected Oilseeds, Fats and Qils (Fat or 0il Ecuiva-
lent), Actual 1960, Average 1967-69, 1975 Projected 198C and 1985

Prices and Price Index of Selected Fats and 0ils, ¢if Europe, 19560-1980
and 1985 (In US dollars per metric ton)

n

Prices and Price Index of Selected Fats and 0ils cif FEurope, 1950-198C
and 1985 (In constant US dollars per metric ton)

Average Price Ratios of Selected Fats/Cils and Soybean, Trend Analysis
Correlation Matrix of Prices for 3Selected Fats and Qils

Palm 0il Production in Major Producing Countries, Five-Year Averages
and Percentage Shares 1955-7L

Palnm Qil World Exports in Major Producing Countries, Five-Year Averagss
and Percentage Shares, 1955-7L

Palm 0il Imports by Major Importing Countries, Five-Year Averages and
Percentage Shares

0il Palm Yields

Production Costs on a 10,000-Acre 0il Palm Estate
Some Technical Characteristics of Fats and 0ils
Palm 0il Projects in FY 1976-78 Lendingz Progranm

World Bank Financing of Palm 0il on Development FY1563-75



Table1: WORLD PRODUCTION OF SELECTED OILSEEDS, FATS AND OIL3 (FAT OR OIL EQUIVALENT),
ACTUAL 1960, AVERAGE 1967-69, 1975 PROJECTED 1980 AND 1585

(In 1000 Metric Tons)

1980 1057-69 1915 1580 1985
Fat/0il N 1000 MT ¢ Share 1000 MT % Share 1000 MT % Share 1000 MT ¢ Share 1000 MT ¥ Share
Soybean 01l 3,295  12.3 5,358  15.5 8,550 19.2 11,900  22.h 13,500  23.2
Sunflowerseed 0il 1,665 6.2 3,652  10.5 1,070 9.2 5,200 9.8 5,L00 9.3
Cottonseed 011 2,165 8.1 2,310 6.7 3,005 6.8 3,400 6.4 3,700 6.k
Groundnut 01l 2,555 9.6 3,2L8 9.4 3,245 143 3,600 6.8 3,800 6.5
Rapeseed 01l 1,105 L.l 1,655 L.8 2,L95 5.6 2,800 5.3 3,000 5.2
0live 0il 1,180 L.k 1,307 3.8 1,500 3.L 1,600 3.0 1,700 2.9
Palm 0il 1,250 4.7 1,382 4.0 2,925 6.6 14,600 8.7 5,900  10.1
Coconut 01l 1,955 Ted 2,072 5.9 2,515 5.7 3,000 5.6 3,200 5.5
palm Kernel 0il LLo 1.7 383 3.1 695 1.6 900 LT 1,000 3.7
Fish 01l L62 ) 1,058 3.0 1,250 2.8 1,300 2. 1,400 2.h
Butter 3,855  1h.b L,007 11.6 5,135  11.5 5,300 10.0 5,500 9.4
Tallow 3,050 11.h 4,228 12,2 5,085  11.L 5,500  10.2 5,900 10.1
Lard 3,733 11 3,988  11.5 3,950 8.9 1,100 i 1,300 723
TOTAL 26,710 100.0 34,658 100.0 L,h20 1000 53,200 100.0 58,300 100.0

Sources: USDA: 1960-69
IBRD: 1975-85




Table 2: WORLD EXPORTS OF SELECTED OILSEEDS, FATS AND OILS (FAT OR OIL EQUIVALENT),
ACTUAL 1960, AVERAGE 1967-69, 1975 PROJECTED 1980 AND 1985

(In 1000 metric tons)

1960 1967-69 1975 1980 1985
Fat/0i1 1000 MT ¢ Share 1000 MT ¢ Share 1000 NTns% Share 1000 MT % Share 1000 M' < Share
2 Y !»'L;'u‘s- Waigin
Soybean 01l 1,b00  19.8 1,991 19.8 3,565 4/ 27.1 LYoo 28,0 S 700402237.8
Sunflowerseed 0il “eLs 3.3 1,138 11.3 76513% 5.8 1,850 7.2 1,300 204 6.3
Cottonseed 0il 2L L.1 226 2.3 L2s L 3.2 L&0 2.6 510 2.5
Groundnut 0il 826 11.L 1,037  10.3 TUS 87.0 5.7 oLo 5.4t 950 L.6
Raneseed 0il 92 1.3 L39 L.b TU5 700 5.7 920 5.3 1,020/ 0 5.0
0live 0il 69 1.0 g2 0.8 63 42 0.5 100 0.6 136 - 0.6
Palm Qi1 587 8.1 607 6.0 1,800¢) 5 13.7 3,050  17.5 L,690 7 22.6
Coconut 0il 1,152 15.9 1,182 118 1,4255¢7.10.8 1,650 9. 1,750547 8.5
Palm Kernel 0il Lo7 5.6 299 3.0 396 57¢ 3.0 1,20 <l L35 i |
Fish 0il 222 Rl 672 1.7 600 49.) L.6 740 buie 750 3.9
Butter Li2é 5.9 51} 5.1 AT 140 5.5, .790 L.S 820 I |
Tallow 1,076 14.9 1,kLh7 L 1,400575 10.7 1,820  10.h 1,950 9.5
Lard Lot 5.6 Lo9 L.l L90,- ) 3.7 Lko 2.5 L60 2.2
TOTAL 7,243:7./100.0 10,0L43. "+ 100.0 13,136 749/100.0 17,48072100.0 20,495257100.0

Sources: USDA:.1960-69
TBRD: 19?5-85



(In US dollars per metric ton)

Table 3! PHICES AND PRICE INDEX OF SELEGTED FATS AND OILS 1/ CIF EURDPE, 1960-1980 AND 1985

Year Soybean Sunflower Cottonaeed Groundnut Rapeseed Olive Palm Coconut Palm Kernel Fish Lard Butter Tallow Price Index
1960 225 2h3 23s 326 219 585 228 312 n7 155 214 851 142 33.5
61 287 311 305 in 280 561 232 25y 263 139 2?25 706 158 33.1
62 227 2L6 266 275 221 631 216 251 255 104 218 822 137 3n.5
63 223 236 243 268 215 871 222 286 287 160 216 300 1h1 32.3
6l 208 255 250 315 252 586 2L0 297 299 203 251 931 168 3h.1
1965 270 294 278 32l 263 663 2713 318 353 217 293 918 200 38.2
66 261 263 333 296 2Lk 661 236 324 271 196 282 833 180 3.9
67 216 212 3718 283 206 690 22l 328 249 127 205 817 1h4 3.2
&8 178 172 305 27 161 681 169 399 367 99 169 709 129 28,6
69 228 213 291 332 200 666 161 361 306 150 216 709 166 32.2
1970 3ot in ash 79 293 699 260 397 L29 218 271 133 202 L1.0
71 323 31 392 L 295 127 261 in 335 221 262 1,0L8 196 h3.6
72 270 326 32 Li26 232 916 217 23k 2Lk 182 251 1,209 179 37.3
73 Lés L8o 500 Shé 395 1,399 378 513 Lol 32 B ) 978 356 9.1
Th 795 983 939 1,077 7hs 2,17k 669 998 1,010 559 602 1,216 LLB 100.9
1975 619 139 126 . 857 551 2,h36 L33 393 L39 3k Lt 1,669 3Lo 75.5
16 376 600 645 675 390 2,350 370 340 360 330 Lo 1,760 380 62l
11 16 615 &8 T1h L6 2,168 397 Lo3 L23 337 383 1,719 370 6l.5
78 L6k 628 650 155 Lso 2,000 L33 L85 L85 L3 128 1,670 n 68.0
79 514 721 &Ll 196 W76 1,833 W 583 568 353 Lén 1,626 376 12.6
1980 568 689 640 836 506 1,675 509 691 657 361 509 1,568 361 76.3
1985 910 1,013 1,130 1,320 835 2,790 737 1,09 1,060 610 795 2,556 592 120.2
1/ Descriptionas
Soybean 0il: Crude, US, CIF Rotterdam. Coconut 041: Philippines/Indonesian, bulk, CIF Rotterdam. For 1973, Dutch, 5%, ex-mill;
Sunflower 0il: Any origin, ex-tank Rotterdanm. prior to 1973, White Ceylon, 1%, bulk, ex-tank Rotterdam.
Cottonseed 011: US, PBSY, CIF Rotterdam, Palm Kernel 0i1: West African, CIF U{.
Oroundnut 011: Nigerlan/Oambisn/Any Origin, CIF Burops. Fish 0il: Any origin, crude, CIF Burope. Prior to March 1973, Peruvian, semi-refined.
Rapeseed 0113 Dutch, FOB ex-mill. Lard: EEC refining quality, CIF UK. Prior to February 1973, US, Prime Steam, CIF UK,
0live 041t Spanish, edible, 1% drums. Butter: Dutch, bulk, unsalted, UK markets. ;
Palm 0il: Malaysisn, 5%, CIF UK. Tallow: US, bulk, bleachable fancy, CIF Rotterdam.

Price Index weighted by current world exporta (1974=100).



'fl‘blsll: PHICES AND PRICE INDEX OF SELECTED FATS MD OTLS 1/ CIF EHOFPE, 1960-1980 AND 1985

(In conatant ys dollars per metric ton)
Year Soybean Sunflower Cottonseed Groundnut Rapeseed Olive Palm Coconut Palm Kernel Fish Lard Butter Tallow Price Index
1960 Lbkk.9 4B80.5 Loh.T 6hb.T L33.1 1,156.8 }50.9 617.0 626.9 306.5 L23.2 1,682.8 280.0 66.3
61 699.3 757.8 k3.2 806.5 &82.3 1,367.0 565.3 618.9 640.8 338.17 51,8.2 1,720.3 185.9 80.8
62 Lks.8 ,83.1 522.h 540.1 L340 1,239.2 L2k.2 L92.9 500.8 200L.2 L28.1 1,61h.3 269.0 59,8
63 L3L.9 160.2 u13.9 522.6 119.3 1,698.5 L32.9 557.1 559.7 312.0 L21.2 1,755.1 275.0 62.9
6l 397.0 L93.8 1,8l 1 610.0 108.0 1,13L.8 L6L.B 575.1 579.0 393.1 186.1 1,802.9 325.3 66.1
1965 615.1 560.9 530.3 618.1 501.7 1,260.8 520.8 663.9 613.4 L1h.0 558.9 1,751.2 3681.% 12.9
66 1,86.8 h90.6 621.2 552.1 us5s.1 1,233.0 LLo.? 6h.4 505.5 365.6 526.0 1,553.8 335.8 65.0
67 399.8 392.L 699.6 ° 523.8 381.3 1,277.1 Lik.6 67.1 h60.9 235.1 379.h4 1,512.1 266.5 57.8
&8 331.3 320.1 567.1 5ol h 299.6 1,267.L k.5 2.6 £83.0 168L.3 31hL.5 1,319.6 240.1 53.2
69 1,09.0 382.1 522.0 £95.5 358.7 1,194.6 32h.7 £47.5 ShB.9 269.1 3687.4 1,271.7 297.8 57.7
1970 51h.8 geg.1 5931 635.6 -~ LoL.b 1,172.2 1,36.0 665.8 719.L L15.9 1455 1,229.2 338.8 68.7
n 510.0 592.1 619.0 696.h u65.8 1,1L8.0 n12.1 515, 8 $29.0 349.0 b13.17 1,65L.08 309.5 £8.8
12 392.0 L713.L L70.5 618.6 336.9 1,330.0 315.1 139.8 35h.3 26L.3 36L.5 1,755.5 259.9 Sh.l
13 569.2 587.6 612.1 668.4 1,83.5 1,712.0 L62.7 628.0 601.1 118.7 156.6 1,193.5 1,35.8 72.3
Th - 795.0 963.0 ‘ 939.0 1,077.0 7h5.0 2,174.0 669.0 998.0 1,010.0 559.0 602.0 1,216.0 LkLB.0 100.0
1975 51,0.7 645.5 63h.1 TL8.5 1,61.3 2,127.1 j78.2 3b3.3 3683.4 300.5 418.h 1,L57.8 297.0 66.9
76 308.3 Lg2.0 528.9 553.6 319.08 1,921.2 303.4 278.8 295.2 270.6 336.2 1,hk3.3 311.6 51,2
N 314.7 L65.2 L90.2 5k0.1 k.7 1,639.9 300.3 30l;. 8 320.0 ?25h. 2 289.7 1,300.3 279.9 L8
78 325.0 L39.9 455.3 528.9 315.2 1,L01.1 1n3.3 139.8 339.8 2u0.3 299.8 1,169.9 259.9 L1.6
19 335.0 L70.0 L19.8 518.8 31N.3 1,19h.8 307.0 360.0 370.2 230.1 299.8 1,059.8 215.1 h1.3
1980 3L5.9 L19.6 3689.7 509.1 308.1 1,020.0 0.0 422.0 L00.1 219.8 310.0 9548 219.8 6.5
1985 395.2 1n39.9 190.7 £73.2 362.6 1,211.5 320.0 L75.1 60,3 26L.9 3L5.0 1,109.9 257.1 52.2
e —— e i e —— e ———
1/ Descriptions
Soybean 01l: Cruds, US, CIF Rotterdam. Coconnt 0il: Fhllippinas/lndoncala.n, bulk, CIF Rotterdam. For 1973, Dutch, 5%, ex-millj
Sunflower Oilt Aoy origin, ex-tank Rotterdam. prior to 1973, White Ceylon, 14 bulk, ex-tenk Rotterdan.
Cottonseed Oil: us, PBsY, CIF Rotterdam. Palm Kernel 0il: West African, CIF UK.
@roundnut 0il: Higerianfﬂamblan/kn)’ Orlgin, CIF Europe. Fish 011: Any origin, crude, CIF Europe. FPrior to March 1973, Peruvian, gemi-refined.
Rapeseed 0113 putch, FOB ex-mill. Lard: KEG refining quallty, CIF-UK. Prior to February 1973, US, Prime Steam, CIF UK.
pDlive Oil: Spanish, edible, 1% drums. Butter: Dutch, bulk, unsal ted, UK markels.
Palm 01l Malaysilan, 5% CIF UK. Tallow: U3, bulk, bleachable fancy, CIF Rotterdam.

price Index weighted by sonstant world exports (197h-100).



Table 5:

AVERAGE PRICE RATICS OF SELECTZID FATS/0ILS
AND SOYREAN, TRIND AHALISIS

Trend Analysis

- Averages
1655-6L 1965-75  Intercept Slope t-Value R%
Sun{lower 109 108 - 10471 ' 0.35 293 0.05
Groundnut 122 134 1.5 .47 2.0 0.7
Cotton seed 108 128 -103.4k 1.33 1.91 0.16
Rape seed 10k 91 108.96 -1.C5 3.91 q.hé
Olive 265 296 238.26 3.9 2.06 0.18
Paln 93 86 9L, 87 0.8 113 0.06
Coconut 115 129 116.38 0.54 0.l a.m
Palm kernel 2 1 121 113.9L 0.36 0.31 0.01
Fish 65 68 63.76 0.29  0.68  0.02
Butter 336 308 3Lk.92 -2.15 .73 0.03
Tallow 6l 67 611.38 0.12 0.k0 0.01
_Lard 101 91 110.07 . -1.31 3.18 0.35
Source: Computed from-prices in Table 3.



Table 6; CORRELATION MATRTY OF PRICES FOR SELECTED FATS AND OILS

Sun-  Ground- Cotton- Rape- Goco-  Palm
Fat/0il flower nut seed seed Qlive Palm nut  Kernel Fish Butter Tallow Lard
Soybean .99 “HT .96 .98 .92 .97 .79 R .95 .69 .96 9L
Sunflower .98 .06 .98 .92 .97 B0 .65 .9 i .Gl .93
Groundnut .97 .9l .9l .95 A1 a5 .93 L7l .93 .89
Cottonseed .92 .93 Lol .8l .85 .91 .66 .92 .87
Rapeseed .88 .95 76 21 .93 63 .92 .97
0live .85 .66 ol L33 « 51 .88 .85
Palm .58 e M .62 S5 .2
Coconut .58 .86 ;32 .82 .69
Palm Kernel .90 .39 .85 -Th
Fish £0 ST <91
Rutter . 63
Tallow .71

Source: Computed from prices shown in Table 3.



7: PAIM CIL PRODUCTION IN MAJOR PROCUCING COUNTRIFES, FIVE-YEAR
AVERAGES AND PERCENTAGF SEARES 1955-7L 1/

Country 1955-59 1960-6L 1965-69 _ 1070-7h
1000 MT Percent 1000 MT Percent 100C MT DPercent 10C0 MT Percent
Western Africa 536 .06 L6.69 T63.6L 59.93  75Q.98 55.88 995.25 13,02
Nigeria 1332 37.76  L57.98 39,09 L31.60 30.%6  533.40 23,06
Ghena - 32.20 2.53 43.20 3.53 61.00 3,64
Literia 39.94 _ 3.8 Lo.L8 3.18  L1.20 2.%6 7.00 0.30
Sierra Leone - 26.20 2.84 L1.40 2,57 58,00 2.5
Dehomey 12.80 1.20 38.80 3.05 22,92 2.3%6 L2.60 1.84
Ivery Coast 7.06 0.61 22,36 179 30.50 2.19 91.48 3.95
Togo 1.38 0.12 0.65 0.05 2. 80 0.20 *.70 0.20
Camerccn 28.50 151 38.6L 2,03 LE .35 3,47 57.50 2.48
Cent.African Rep. O.1hk 0.01 0.28 0.07 0.54 0.05 0.50 0.02
Congo, ER 2.30 0.25% 6.62 0.52 6.18 0.5k 6.1 0.27
Zq. Guinea 2.28 0.20 3.12 0.24 3.6 0.28 L.16 9:18
Gabon - - 1.56 oo 2.48 ol
Gamtia g.42 .04 1l.h2 0.11 2.08 .15 2.02 0.0%
Guinea - 3.86 0.69 13.80 0.99 Lo.s6 175
Guinea-3issau - 6.40 0.50 8.00 0.57 8.00 0.35
S¥o Tome/Principe 2.26 0.20 1.78 0.1k 1.18 0.08 0.8 0.0k
Angola 14.10 1.23 26.80 2.10 235,60 2.55 Th.50 z.22
Tastern Africa 225,80 19.67 225.04 17.67 172.58 12.38 182.82 7.90 -
Tanzania 0.10 0.0L 0.32 0.03 Q.75 0.06 1.50 G.07
Burundi 1.2 0.12 1.00 0.08 1.00 0.07 1.00 0.0k
Zaire 224,28 19.54 223.72 17.56 170.80 12.25 180.18 7.79.)
 Latin America - Caribbean _17.56 1.53 27.67 2.18 53,48 2,84 92.16 3.98
BErazil - 1.28 0.10 10.22 0.73 5.78 0.29
Colombia - 0.01 0.00 3.72 0.70 28,62 1.67
Costa Rica 3,26 0.29 6.00 Q.47 10.00 g.72 b, bk 0.62
Ecuador - 0.1 0.0k 2.52 0.18 6.00 0.26
Henduras - 1.12 0.09 1.50 0.10 7.28 0.32
Mexico 11.92 1.04 13.36 1.05 13.00 0.93 11.32 0.49
Paraguay 0.78 0.07 3,94 0.31 5.12 0.37 7.72 Q.33
Tenezuela 1.50 0.13 1.50 0.12 1.50 0.11
Fast Asia - Pacific 218.64 19.05 256.00 20.10 416.86 29.90 1,043,31 L5.10
China Rep. - - - 40,00 175
Indonesia 155,22 . 13.52 1h7.52 11.58 . 176.hk2 12.85 273.72 11.84
Malsysia 83.42 5.53 108.48 8.52 2bo.lLk 17.25 728.10 31,47
Fhilippines - - - 1.49 0.06
Others 1kg.oh 13.06 1.47 0.12
World Total 1!1h8.oo 100.00 1.273.82 100.00 1.393.90 100.00 2,313.52 100.00

1/ Production data for 157k and 1975: ISRD estimate.

'S-ourcg : FAQ



Table 8: parx om woRLD TXPOXTS I¥ FAJOR PROTUCTNA COUNTRIFS, FIVE-YEAR

AVERACES AND PERCENTACE 3HARES, 1595-7L 1/

s

198530 1950-5k 1565-5% 197C=-1L
Count=r 100C MP Percant 1000 MT Percent 1000 MT Percent 1€0C MT Percent
WESTERN AFRICA 212,46 36.76 191.67  31.30 105.L5  1L.96 36.02 5.29
Wigeria 1800 M. 147,66 2L.11 45,22 9.23 5.95 REA
Ghana .06 .00 .10 .ch -
Liberia 02 .28 .0
Sierra Leons .62 o | o,
Dahomey 12.5L 2.10 11.48 1.8e 10.36 1.5h 11.45 P56
Ivory Coast 1.1k .20 .88 .1h .92 .12 Lh3.90 .42
Togo 56 .11 L3 .07 .09 01 1.09 .c8
Camercon L8 .08 3.2% 1.2k 8.L2 1.19 7.38 .3k
Cent. Afr. Heo. .01 .0 .00 0.00 .00 .00 .co
Congs, Pso. Rap. 2.9% .52 ‘3.711 .5h a.66 .09 - '
Ec. Cuinea 2.7 L9 2.91 A7 .03 L2 3.00 ;22
Gabon .09 Flonl pay a5 e .Cl
Camoia
Guinea
fuines-dassau .50 oF .a7 .01 0.08 .0 .08 .00
Zac Tome/P=incine 1.33 o .95 .15 2.5k o7 19 .
Angola .79 1.¢2 15.L8 2.852 134k 1.50 7.38 A
TASTERY AFRICA 140.§3  27.7%  1k8.87 2L.7;1 11k.2h 16.21 U 89.58  6.47
Tanrania .08 .01 Q.05 L0000, W3 o1
Burundi -
laire 160,31 27.7% 1L3.79  2L,30 11k.15  14.20 .« 39.%7 4.97
LATIY AMERICA-CARISBEAN .16 .C3 2.28 37 3.87 .22 ¢ 5.22 28
Sragil
Colombia -
Casta 3lca .01 0.139 .06 A7 02 .19 01
Zauador : C
Henduras .15 .03 o1l 02 0.83 22 48 .C3
Mexico
Parazuav 1.75 .28 2.87 .37 L.5L =33
Tenaruela
TAST ASTA-PACITIC 196.32 132.59 222.31  36.21 85,k 5Lh.49 3G3.87 57.05
ina Hap.
Indonesia 121.17 20.96  113.88 18.50  153.56 21..78 "z29.70 17.0L
Malaveia 67.16 11.52 108.4k3 17.71 231.38 32.90 473,87 50.00
Philippines
EMENA .09 01 47 WLl
Zahrain .00 .00
Lebanon .00 00
Partugal S 87 .0l
Scain 0.09 e
Svrian Arab Bep.
OTFERS 4 6.7 2.85 ur.01 7.47 §5.93 13.61 ' 262.15 19.L3
Austria -
Zelgium-Luxenbourg 4.2 138 g 1.28 L.96 .70 2.7 .20
Czechosleovaicia A7 .c8 -
Denmaric .04 .01 07 .01 1.5% .22 10 .00
France 72 .12 1.65 .26 .85 .09 1.47 .10
Germany, FR 2.8 .49 3.22 .50 3.5L .50 7.2k .53
Fong Xong .0h 01 -
India Herd .00 .00
Italy 0.10 Q1 1 Q1 61 0L
Japan +38 .02 11 01 L3 .03
Mali . -
Netharlands L.38 .76 5.4 .39 1c.0c0 1.l L7..0  3.51
Nicaragua 24 .03 -
Niger .0l o | -
Norway -
Papua-New Guinea k.33 32
Singapore 27.02 L.l Th.18  10.52 196.L3 1L.57
Sweden A7 Pl .28 .Ch .16 .02 .34 .Ch
Ugznda .37 .08 .13 .Ch .08 .00
United Tingdom Ul .08 . .13 .30 .Clh .83 .06
b bl
WORLD TOTAL 577.95 100.00 §12.23 100.00 70L.73 100.00 li,h?.'fl 100.00

1/ Palm 041 export data for 197L4: IZRD estimata.

Scurce: TFAO
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Table 9: CONTINUED

1955-59 1960-6l 1965-69 1970-7L
Country 1000 MT Percent 1000 MT Percent 1000 MT Percent 10C0 MT Percent
TAC 3.95 0.66 5.2% 0.92 L.s6 0.72 6.27 0.50
Argentina 0.43 0.07 0.26 0.0k 0.05 0.00 0.05 0.00
Barbados 0.00 .00 0.00 .00 0.02 0.00 0.06 0.00
Brazil 0.L1 0.06 0.00 .00 0.06 0.00 0.05 0.00
Chile 0.00 .00 0.L2 0.07 1.43 0.27 0.02 0.C0
Colombia 0.52 0.08 1.11 0.1§ 0.00 .00 0.00 .CO
Costa Rica 0.02 0.00 1.08 0.18 1.61 0.25 0.L6 0.03
Ecuador 1.33 0.22 1.51 0.26 0.9k 0.1L 5.39 0.43
El Salvador 0.00 ,00 0.01 0.00 0.00 .00 0.00 .00
Guatemala 0.0L 0.00 0.01 0.00 0.02 0.00 0.00 .00
Guyana 0.00 .CO 0.00 .00 0.00 .00 0.00 .00
Honduras 0.C0 .00 0.29 0.05 0.C0 .00 0.06 0.00
Jamaiea 0.00 .00 0.02 0.00 0.00 .00 0.00 .00
Martinique 0.00 .00 0.00 .00 0.00 .00 0.01 0.00
Mexico 0.87 0.1L 0.17 6.02 0.19 0.03 0.1% 0.01
Micaragus 0.00 .00 0.01 0.00 Q.18 0.02 0.00 .00
Peru 0.00 .00 0.09 0.01 0.06 0.00 0.01 0.00
Trinidad 0.17 0.02 0.00 .00 0.00 .00 0.090 .00
Venezuela 0.16 0.02 0.27 0.0oh 0.00 .00 0.c0 .00 -
QTHERS 532.52  90.13 L78.28 84.11 521.97 82.7:1 ohl.59  75.L%
Australia 0.39 0.06 2.L9 0.L3 2.96 C.Lé 10.02 0.80
Austria 2.59 0.L3 1.28 0,22 0.1% 0.03 3.24 0.25
Bel Lux Li.ba 7.00 Lo.1¢ 7.06 26.51 L.19 25.05 2,0
Canada 17.35 2.93 11.53 2.02 13,08 1.75 18,72 1.L6
Denmark 12.0L 2.03 3.8L 0.67 1.58 0.24 8.56 0.63
Faeroes Isl. 0.C0 .00 0.00 .00 0.00 .00 0.00 .00
Finland 0.98 0.16 0.05 0.00 Q.02 0.00 0.82 0.0%
France 29.99 5.07 3L.%0 6.13 38,00 6.00 Le.1hL 3.93
Germany FR 72.h3  12.25 86,57 15.22 115.07 18.1% 1o ke 11.23
Iceland 0.00 .00 0.01 0.00 0.00 .00 0.C0 .00
Ireland 3.13 0.52 L.k 0.72 3.16 0.L9 L.25 0.2
Ttaly 15.52 2.562 27.59 L.85 38.18 6.03 51.71 k.1hL
Japan 19.77 3.3k 15.20 2,69 25.70 L.0é 70.35 5.43
Netherlands 80.80  13.67 74.50 213,10 69.32 10.95 137.55 11.02
New Zealand 0.00 .00 0.01 0.00 0.01 0.00 0.36 0.02
Norway 103 0.17 0.64 0.11 0.22 0.03 2.93 0.79
Portugal 9.73 1.6 1,29 2.51 15.Lk8 2.4 18.85 1.51
5. Africa 0.58 0.16 0.00 0.00 0.11 0.01 0.97 0.07
Spain 3.0  0.57 0.22 0.03 2.39  0.37 5.70  0.LS
Sweden 1.98 0.2 2.03 0.25 2.54 0.40 7.50 0.560
Switzerland 1.53 0.25 1.55 0.27 2.59 0.40 k.53 0.29
UK 197.05 32,35 136.70 2hL.0bL 122.85 15.l2 212.13 16,99
us 15.01 2,5k 15.25 2,68 37.15 5.87 1Lk7.86  11.8L
Yugoslavia 0.70 0.11 i 0.19 1,31 0.20 0.14 0.01
China PR 0.05 0.0 0.03 0.00 0.32 0.05 0.00 .00
Cuba 0.07 0.01 0.00 0.00 0.00 .00 0.00 .00
Czechoslovakia 0.56 0.09 .72 .12 0.79 0.12 5.27 0.h2
Hungary 3.09 0.52 1.0L 0.18 0.5L 0.08 0.12 0.00
Poland 0.93 0.15 1.08 0.18 1.84 0.29 8.1 0.67
USSR 0.00 .00 1.22 0.21 2.06 0.32 0.00 .00

[}
(&)
o
8

WORLD TOTAL $90.B1 100.00  368.57 632.59 100.00 1,247.88 100.00
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Table 9: PALM OIL IMPORTS BY MAJOR IMPORTING COUNTRIES,
FIVE-YEAR AVERAGES AND PERCENTANE SHARES

1955-59 1860-6k 1965-59 1970-7L

Country 1000 MT Percent 1000 MT Percent 1000 MT Percent 1000 MT Percent
FAST AFRICA 31.56 0.60 L.10 0.72 8.76 1.38 18.86 1.51
enya 1.52 0.25 1.76 0.30 5.94 0.93 13.36 1..07
Mozaribique 0.00 .00 0.00 .00 0.50 0.07 0.58 0.07
Niger 0.00 .00 0.0C .00 0.0%5 0.00 0.18 0.01
Rhodesia 0.57 0.09 0.36 0.06 0.30 0.0k c.50 0.0L
Sudan 1.15 0.19 C.16 0.02 0.07 0.01 0.05 0.00
Tanzania 0.0L 0.00 0.06 0.01 0.l 0.06 1.56 0.12
Uganda 0.28 0.0 1.75 0.30 .43 0.22 2.29 0.18
Zambia 0.00 .00 0.00 .00 0.06 0.00 o.ch 0.00
WFST ATRICA 2.86 0.h8 3.51 0.63 6.61 1.0k 8.60L 0.69
Angola 0.00 .00 0.06 0.01 0.3L 0.05 0.05 0.00
Camercon 0.57 0.09 0.15 0.02 0.78 0.12 0.0h 0.00
Car 0.00 .00 0.1¢ 0.03 0.93 0.1k 1.56 0:12
Congo PR 0.00 .00 0.10 0.01 0.08 0.01 0.49 0.03
Dahomey 0.00 .00 C.00 .00 0.00 0.00 0.00 .00
Fa. Quinea 0.59 0.C9 0.00 .00 0.00 .00 0.00 .00
Gabon 0.00 .00 Q.00 .00 0.00 .00 0.00 .00
Cambia 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Ghana 0.00 .00 0.21 0.03 1.L5 0.22 3.78 0.30
Guinea 0,02 0.00 0.00 .00 0.00 .00 0.00 .00
Ivory Coast 0.90 0.15 2.55 0.Lh 1.9L 0.30 0.00 .o
Liberea 0.00 .00 0.00 .00 a.okL 0.00 0.00 .00
Mali 0.00 .00 017 0.02 0.12 0.01 0.75 0.06
Senegal 0.20 0.03 0.01 0.00 0.73 0.2 1.88 0.1k
Sisrra Leone 0.00 .00 0.02 0.00 0.12 0.01 0.11 0.00
Togo 0.58 0.09 0.15 0.02 0,03 0.00 0.00 .00
FAST ASTA AND PACTIFIC 11.LS 1.9h 37.56 5.60 76T 12.ag 229.97  18.L2
Khmer Reo. 0.19 0.03 0.00 .00 0.00 .00 0.C0 0.00
China Rep. 0.08 0.01 0.00 .00 0.00 .00 1.52 0.12
Fijd 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Hong Kong 0.02 0.00 0.00 .00 0.00 .00 0.17 c.01
Xorea Rep. 0.28 0.0k 0.00 .00 0.1L 0.02 1.03 0.08
falaysia 5.8L 0.98 3.98 0.70 0.12 0.m 1.37 0.10
Papua/MG 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Philirpines 5,05 0.85 L.99 0.87 6.99 1.10 )38 0.3h
Singapore 0.00 .00 28.5L 5.01 69.2h  10.95 221.36  17.73
Thailand 0.03 0.00 0.05 0.00 0.08 0.02 0.10 0.00
SOUTE ASIA 26.97 .56 3h.13 6.00 8.39 1.32 32.70 2.70
Banglacdesn 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Burma .09 0.01 0.00 .00 0.00 .00 0.00 .00
Sri Lanka 0.00 .00 0.00 .00 0.75 0.11 0.50 0.0k
India 17.Lk2 2.9 3h.13 6.00 5.52 0.87 23.27 1.86
Pakistan 0.00 .00 0,00 . .00 2.12 7 0.33 9.93 0.79
FMENA 9.hs 1.60 5.6k 0.99 5.63 0.88 8.85 0,70
Algeria 1.87 0.31 0.65 0.11 0.72 011 1.00 0.08
Bahrain 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Cyprus 0.00 .00 0.00 .00 0.00 .00 0.06 0.00
Iran 3.21 0.5k 0.00 .00 0.00 .00 0.00 .00
Israel 0.12 0.02 0.37 0.06 0.78 0.12 1.08 0.08
Jordan 0.13 0.02 0.72 0.12 .94 0.30 3.13 0.25
Kuwait 0.00 .00 0.06 0.01 0.03 0.00 0.00 .00
Lebanon 0.08 0.01 0.13 0.02 0.11 0.01 0.07 0.00
Libyan AR 0.00 .00 0.01 0.00 0.06 0.00 0.12 ©.00
Malta 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Morrocco 0.1 0.06 0.27 0.0L 0.056 0.00 C.00 .00
Syrian 3.51 0.59 3.L0 0.59 1.62 0.30 3.39 0.27
Turkey 0.00 .00 0.00 .00 0.01 0.00 0.00 .00
UAR 0.13 0.02 0.03 0.00 0.00 .00 0.00 .00




i
Table 10: OTI, PATM YIFLDS

Age of Trce Kernel 1in Palm Kernel Palm Kernel
Years after  FFB  Oil in FFB 0il FFB - Kernel 0i1 1/ Total 0il  Cake 2/
Planting (Mr/acre) (Percent) (MI/acre) (Percent) (MI/acre) (MI/acxe) (MT/acre) (MT/acre)
3 2.40 15.G0 0.360 3.6 0.086 0.040 0.400 0.042
4 4.80 16.50 0.792 2.9 0.187 . 0.088 0.880 0.091
5 7.75 17.75 1.376 4.2 0.326  0.153 1,102 0.158
6 8.95 19.25 1.723 4.5 0.403 0.191 1.914 ° 0.195
7 10.00 . 20,00 2.000 4.5 0.450 - 0.222 2.222 0.218
8 10.50 21.50 2,258 4.5 0.473 0,251 2,509 0.229
9 10.50 , 22,00 2,310 4.5 0.473 0.257 2,567 0.229
10 10.30 22.00 2,266 4,5 0.464 0.252 2.518 0.225
11 10.10 22.00 2.222 4.5 0.455 0.247 2.469 0,221
12 9.90 22,00 2.178 4.5 0.446 . . 0.242 2.420 0.216
13 9.70 22,00 2.134 4,5 0.437 0.237 2,371 0.212
14 9.50 22.00. 2.090 4.5 0.428 0.232 2.322 0.208
15 9.30 22.00 2.046 4.5 0.419 0,227 2,273 0.203
16 9.10 22.00 2.002 4.5, 0.410 0. 222 2.224 0.199
17 8.90 22.00 1.958 4.5 0.401 0.218 2.176 0.195
18 8.70 22.00 1.914 4.5 0.392 0.213 2:127 0.190
19 8.50 22.00 1.870 4.5 0.383 0.208 2,078 0.186
20 8.30 22.00 1.826 4.5 0.374 0.203 2.029 0.181
21 ' 8.10 22.00 1,182 4.5 0.365 0.198 1.980 0.177
22 7.90 22,00 1.738 4.5 0.356 0.193 1:931 0.112
23 7.70 22.00 1.694 4.5 0.347 0.188 1.882 0.168
24 7.50 22.00 1.650 4.5 0.338 0.183 1,833 0.164
25 7.30 22.00 1.606 4.5 0.329 0.178 1.784 0.160

% Yields are based on estates planted with higher yielding varieties (D by P palms), 60 palms
per acre. 4 '

1/ Assuming a ratio of palm oil to palm kernel oil of 90:10.

2/ Assuming a yield of 48.5 tons of cake per 100 M[ of palm kernels.

Source: IBRD



Table 11: DPRODUCTION COSTS ON &4 10,C00-ACRE OIL PALM ESTATE

U.S. dollars

Cost of estate to maturity k4,400,000
Cost of road collection system " : _ 680,0C0
Cost of oil mill (30 tons of F.F.B. per hour) 1,600,0C0
Cost of staff and workers' quarters 600,CC0
Cost of administrative centres 80,000

Total establishment cost 7,360,000

Annual cost of capital

S percent depreciation of US$5,200,000 260,000

10 percent depreciation on US$260,000 ° . 226,000
(buildings and machinery)

8 percent interest on US$7,360,000 £88,8C0
Total 1,07k,800

Cost per ton of.oil
Capital ' 68.00

Upkeep and cultivation 26.00
Harvesting and collection 22.00
Manufacture . ' p 8.00
General charges 38.00
Forwarding 6.80
Bulking installation 380
Tax (ad valorem US$200) . 17.50

Total cost per ton of oil f.o.b. 189.50

Source: Technical and Economic Aspects of the 0il Palm Fruit
Processing Industry, UNIDO.



SCME TECHNICAL CHARACTENISTICS OF FATS AND QILS

g Main lodine Solidificaticn Point
Banyual Fatty Acid Humber (Centirrade)

Scybean 0il Linoleie 121-1L2 -18 to -8
Sunflowar 0il Linoleic 115-135 =19 to =15
Groundnut 0il Oleic 8L-105 -2 to 3
Cottonseed 0il Linoleic 101-107 2to L
Rapeseed 0il Linoleic 9L-105 0

Olive 0il Oleic 78=05 -9 to 6]
Palm 0il Stearic/Palmitic LL=56- 2 o™ 30
Coconut 0il Lauric 7-10 1l te 25
Palm kermel 0il Laurie 16=-23 19 to 30
Fish 0il Linoleic 110-180 = to 2L
Tallow Stearic/Palmitic 1i5=55 30 to 38
Lard Stearic/Palmitic 53=177 22 to

32.

Source: IRRD



Table 17

-
.

/1

PAIM OIL PROJECTS IN FY 1976-73 LENDING PROGRAM ==

Pinancial Year

Country

Estimated Annual 7Vield at
M1l Proccduction
(Metric Tons)

Exnort Local Gensumobicn
1974 Papua New Juinea LC,000 -
1977 Ivory Coast %5,C00 -
Camercon - Sccawvalm 1L ,80 -
Indonesia - Smallholder 16,500 5,500
1678 Cameroon/Camdev 1k ,5C0 -
Nigerin - 12,000
Zaire - 100,000 /2

/1 In addition to each 1,000 tons of Palm 0il produced, about 100 tons
of Palm-Kernel 0il are produced.

/2 Rehabilitation of existing plantations.



mosects?/
NANC DATA
TOTAL PROJECTS  AMOUNT OF 4f
COUNTRY. COST= LOAN/CREDIT™
(Us$Milliouna) (UsSsMillions)
CAMEROON
West 22.2 9.0
East 22.0 9.6
DAHOMEY
Hinvi 2.6 5.2
GHANA
0il Palw 22.5 13.6
INDONESIA
lac North Sumatra 3z.0 12.7
2nd North Sumalra .7 13.2
Ag. Estace Project 21.9 3.4
North Sumacra Deve. 1a.0 2.5
Project
IVORY COAST
lst pil Palm 29,1 17.1
ind 0Ll Palam 7.0 2.6
3rd 0Ll Palm 10.8 1.8
HALAYSTA
1st Jangka 29.1 9.5
2nd Jengka 38.0 3.8
3rd Jengka 49.8 15.0
Jehore Tenggara 89.8 40.0
Keratong Land Settlement 98.7 35.0
NIGERIA
Wesrern State l4.0 17.0
Eagtern State 37.5 19.0
Mid Westernm State 33.3 29.35
PAPUA NEW GUINEA
New Britain lst Srage 33 1:8
New Britain 2nd Stage 1.9 2.2
SIERRA LEONE
oil Palm 1 5.6 2.4
TOTAL 577.9 272.2

WORLD BANK FIMANCING OF PALM OTL ON DE‘TELUMNTAI FY1965-75

PURPOSE

PRODUCTION
PRODUCTION

PRODUCTIONG
PROCESS

PRODUCTIONG
PROCESS

PRODUCTIONA
PFROCESS
PRODUCTION&
PROCESS
PRODUCT LON&
PROCESE
PRODUCTIONE
PROCESS

PRODUCTIONG
PROCESS
PRODUCTIONG
PROCESS

PRODUCTION

FRODUCTTON
PRODUCTION
PRODUCTIONG
PROCESS
PRODUCTIONS
PROCESS
PRODUCTION

PRCDUCTION
PRODUCTIONG
PROCESS
PRODUCTIONG
PROCESS

FPRODUCTIONG
PROCESS
PRODUCTION

PRODUCTION&
PROCESS

1/ Estimates are made on projections as ac the time of appraisal.

2/ pProjacts consist of some escace palm oil production.

smallholder development,

3/ This includes all project costs.
4/ Only includes oil palm portion of investment from IBRD /IDA Loan or Credit.
3/ Area and productinn figures include amounts resulting from rehabilitation of existing palms included in the project.
6/ Approximately 107 represents kernel oil production.

March 29, 1975

1967-74
1968-73

1968-70

1976-81

1969-73
1970-74
1973-78

1974-77

1967-70
1971-72
1973-76
1973-76

1973-77
1276-80
1975-80

1976-82

1968-72

1970-75

1973-75

16.0

219.0

Principally they iavelve 'outgrower produccion;

&

/

PALM OIL - ESTIMATED PROD

1970

0.3

1975 1080 1985

(Thousand Metzic Tons)

T4 20,7 22,4
7.3 6.7 27.6
4.3 10.1 9.0
- - 12.6
18.4  68.5 28.0
9.5 39.8 420
- 1.0 5.0
23.2  319.0 3.0
= 7.9 9.9

- 17.8 0.8
40.0 36.0 35.0
6.5 32.0 30.0
5.0 43.0

75.0 123.0

- 45.0 20.0

= 0,6 17.8

= 08 23.3

= 0.8 24.0
5.7 8.4 8.3
0.7 12.6 14,4
21 4.3 4.3
125.1 473.0 nS58.6

1990

57.0

40.0

28.0

12.0

T45.4

with particular emphesis on

ESTIMATED MAX

Lo R e

ANNUAL !‘RDO?J

(Thouaand Metric Tons)

1984 22.4
1981 27.6
1980 10.1
1990 14.0
1980 68.5
1982 42.0
1392 0.0
1390 12.0
1979 39.0
1982 9.9
1984 10.8
1981 57.0
1382 33.0
1987 47.0
1985 123.0
14983 Lo0.¢
1539 5.3
1988 35.7
1991 38.4
1981 8.5
1984 14,4
1981 4,3

792.4

ESTIMATED
SHARE OF PROD.
AVATLARLE FOR

EXPORT

(Percentage)

30
22

100

75-80

75-80

50-60
100
50-50
160
100
100
100

100



ANNEX II

METHODOLOGICAL NOTE ON DEMAND PROJECTIONS

L. The following model was used to estimate per capita demand for fats
and oils in 145 countries:

b
Q =aPIND ___Y
¥t
where

Q = Per capita demand for fats and oils.
PIND = Price index for fats and oils

(1974 = 100), using current exports as weights.
¥ = Per capita incomes.

Parameters:

a = 16.8
b = =0.125 (price elasticity of demand for all fats and oils).
c = 729.0

2. A distinctive feature of the demand for fats and oils is its high

income elasticity at low levels of per capita income, which declines as in-
comes increase. The income elasticity approaches zero as per capita consump=

tion reaches saturation. The first part of the model, a PINDP, determines the
saturation level of per capita fats and oils consumption, which is projected

at 27.2 kg in 1980 and 27.3 kg in 1985.

3. The 1975 edition of the World Bank Atlas contains a list of the
countries included in the demand projection for fats and oils. Per capita
incomes (in constant 1974 US dollars) were projected for 1980 and 1985 on the
basis of population projections prepared by the United Nations and the Bank’s
latest projections of real GNP for these countries. In projecting demand, we
assumed that many developing countries will ration foreign exchange expendi-
tures for imports of fats and oils. Should this not be the case demand for
fats and oils in 1980 and 1985 could exceed projections by a margin of 2 to 3
percent.



Table 8: pary OTL WORLD EXPORTS IN MAJOR PRODUCING COUNTRIFS, FIVE-YEAR
AVERACES AND PERCEWTACE SHARES, 1955-7L 1/

1555-59 1560-50 166559 1570-1L

Countr— 1000 MT Percent 1000 MT Percent 1000 MT Percent 1600 MT Fercent
WESTERN AFRICA 212.L6 36.76  191.67 31.30  105.L5 1L.96 3.02  6.28
Nigeria fo.L0  nN.21 147.6L 2k.11 65.23 9.25 5.95 ik
Chana 06 .00 220 .Ch -
Liberia L2 ook .0
Sierra Leone 62 3 -
Dahomey 12.5h 2.10 11.41 1.7e 10.836 1.5k 11.65 .B&
Ivory Coast 1.1k .20 .98 .1k .92 +12 L48.90 3.42
Tege 56 2 L 07 0.09 L 1.09 .c8
Cameroon ) .03 8.2 e 11 8.L2 1.1% 7.35 .3k
Cent. Afr. Reom. .01 .Cl .00 0.00 .00 .00 .00
Cengo, Peo. Rep. 2.99 .32 3.321 .5l 0.66 .09 -
Ee. Guinea 2.9 L9 2.91 47 5.0 L2 3.00 .22
Gabon .09 0L 1.07 25 ;22 01
Gambia
Guinea
"uines-Dassau .50 .10 07 .01 0.08 0 .08 .00
Sao Tome/Princire 1.33 «23 95 A5 0.5h Nerd .19 .01
Angola 979 1.52 15.L5 2.52 13.Lk 1.50 7,35 -2
TASTEEY AFRICA 160.93  27.79  1L8.87 2k 1aL.2k 16.21 T 89.§8 6.7
Fanrania .08 L 0.085 .00 L #03 Ne!
Burundi - i
Zaire 180.353  27.79 1L8.7%  2L.30  11bk.15 16,20 . 39.97  A.87
LATIN AMERICA-CARIBBEAN .18 .03 2.28 « 37 357 g2 . E.22 3l
Brazil
Colombia 4
Jesta Rica 01 0.39 .06 AT .02 a9 0L
Equador ' .
Honduras .15 .03 1k .02 0.83 21 47 .C3
Mexico
Paraquav 1.75 .28 2.67 .37 L.Sk k]
Tenernela
TAST ASTA-PACIFIC 198.33 32.59 222.31  36.31 38s.ul sLh.5%  $03.87  A7.05

nina Hep,
Indonesia 121.17 20.%% 113.88 18.40 153.56 21,78 "229.70 17.Ch
Malaysia A7.16 11.62 108.L3 17.71 231.88 32,90  673.87 5C.00
Philippines
EMENA .09 .01 .87 .Ch
Bahrain .00 .QC
Lebancn .00 .00
Portugal i b7 .0k
Sovain Q.09 M
Svrian Arab Rev.
QTHERS : 16.L7  2.85% L7.01  7.67 95.93  13.61 ‘ 262.15 19.L5
Austria -
ZBelzium=-Luxembourg 5.31 1.18 7473 1.26 k.96 .70 2.72 .20
Czechoslovakia A7 .08 -
Denmari L0l .01 .07 01 1.59 .22 .10 .00
France .72 .12 1.65 .26 = .09 1.h7 .10
Germany, FR 2.8k Lo 3.2 .50 3.54 .50 7.2L .33
Hong Keng .ol .01 -
India 02 .CO .00
Italy 0.10 a1 .1k .01 .61 .0L
Japan .18 .02 A1 .01 L3 .03
Mali . -
Netherlands L.38 .76 5.45 .89 1C.00 1. L7.Lo 3.5
Nicaragua .2h .03 -
Niger .0l .01 -
Norway *
Papua-New Cuinea k.33 .32
Singapore 27.02 L.la 7h.15  10.52 196.L3  1L.S57
Sweden 47 S| .28 .0k 16 .02 .34 .l
Uganda 37 06 .33 Ol .05 .00
United Kingdom ke .08 .Bo 13 .30 .0l «93 5]
WCRLD TOTAL £77.95 100.00 612.2 100.C0 70L4.73 100.00 1,3]-17.71 100.C0

1/ Palm 041 export data for 197L: IBRD estimate.

Scurse: FAD



Tavle 17: 30MZ TECHMNICAL CHARACTERISTICS Of FATS AND OILS
e Main lodine Solidification Point
Fat/0il Fatty Acid Number (Centirrade)

Soybean 0il Linoleic 121-142 -18 to -8
Sun{lower Cil Linoleic 115-135 =19 to -16
Groundnut 0il QOleic 8Li=105 . =2 to 3
Cottonseed 0il Linoleic 101-107 24c &
Rapeseed 0Oil Linoleic 9L4-105 0
Olive 0il Oleic 78=95 -9 to 0
Palm 0Oil Stearic/Palmitic LL-5é 2h to~ 30
Coconut 0il Lauric 7-10 i to 25
Palm kernel 0il Lauric 16-23 19 to 30
Fish 0il Linoleic 110-180 -4 to 24
Tallow Stearic/Palmitic L5-55 30 to 38
Lard Stearic/Palmitic 53=717 22 to

32.

Source: IBERD



Mm% T e - 3 - 2 P
Tacle 11: DPRODUCTICH COSTS 0 A 10,0C0-ACEE

U.S. dellars
Cost of estate to maturity Ly, 400, 0C0
Cost of road collection system . 680,000
Cost of oil mill (30 tons of F.F.B. per hour) 1,600,0C0
Cost of staff and workers' gquarters 600,0C0
Cost of administrative centres 80,000
Total establishment cost 7,360,000
Annual cost of capital _
S percent depreciation of US$5,200,0C0 260,000
10 percent depreciation on US$260,000 . 226,000
(puildings and machinery)
8 percent interest on US$7,360,CC0 588,800
Tetal 1,07h,800
Cost per ton of oil
Capital 68.00
Upkeep and cultivation 26.00
Harvesting and collection 22.00
Manmufacture . 8.00
General charges 38.00
Forwarding 6.80
Bulking installaticn 3.20
Tax (ad valorem US$200) 17.50
Total cost per ton of oil f.o.b. 189.50

Source: Technical and Economic Aspects of the 0il Palm Fruit

Processing Industry, UNIDO.
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Table 10: OII, PATM YIFLDS

Age of Tree Kernel in Palm Kernel Palm Kernel
Years after  FFB  0il in FFB  0il FFB - Kernel 0i1 1/ Total 0il Cake 2/
Planting (MT/acre) (Percent) (MT/acre) (Percent) (MI/acre) (MT/acre) (MT/acre) (MT/acre)
3 2.40 15.60 . 0.360 3.6 0.086 0.040 0.400 0.042
& 4,80 16.50 0.792 4.9 0.187 0.088 0.880 0.091
5 1475 17.75 1.376 4.2 0.326 - 0.153 1.702 0.158
6 8.95 19.25 1.723 4.5 0.403 0.191 1.914 0.195
7 10.00 . 20.00 2.000 4.5 0.450 - 0,222 2,222 0.218
8 10.50 21.50 2.258 4.5 0.473 0.251 2,509 0.229
9 10,50 = 22.00 2.310 4.5 0.473 0:,257 2,567 0.229
10 10.30 22,00 2,266 4.5 0.464 0.252 2,518 0.225
11 10.10 22.00 2.222 4.5 0.455 0.247 2.469 0.221
12 9.90 22.00 2,178 4.5 0.446 . . 0.242 2,420 0.216
13 9.70 22.00 2,134 4.5 0.437 0.237 2.311, 0.212
14 9.50 22,00. 2.090 4.5 0.428 0.232 2,322 0.208
15 9.30 22.00 2.046 4.5 0.419 0.227 2.273 0.203
16 9.10 22.00 2.002 4.5 0.410 0.222 2,224 0.199
17 8.90 22.00 1.958 4.5 0.401 0.218 2.176 0.195
18 8.70 22,00 1.914 4.5 0.392 08,213 2.127 0.190
19 8.50 22.00 1.870 4.3 0.383 0.208 2,078 0.186
20 8.30 22.00 1.826 4.5 0.374 0.203 2.029 0.181
21 ) 8.10 22.00 1.782 4.5 0.365 0.198 1.980 0.177
22 7.90 22,00 1.738 4.5 0.356 0.193 1.931 0.172
23 7.70 22.00 1.694 4.5 0.347 0.188 1.882 0.168
24 7.50 22.00 1.650 4.5 0.338 0.183 1,833 0.164
25 7.30 22.00 1.606 4.5 0.329 0.178 1.784 0.160

% Yields are based on estates planted with higher yielding varieties (D by P palms), 60 palms
. per acre, :

1/ Assuming a ratio of palm oil to palm kernel oil of 90:10.

2/ Assuming a yield of 48.5 tons of cake per 100 ME of palm kernels.

Source; IBRD
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OFFICE MEMORANDUM

i u‘tlon List Below DATE: April 20, 1976

FROM: Ken;]l 'l‘alceuchl, Actj_nK{Ff EPD/CE

SUBJECT: Seminar on Palm 0il Paper

Attached is a preliminary draft of the proposed paper on the
long-term market prospects for palm oil. The paper was prepared by
Mr. Peter Pollak of the Commodities and Export Projections Division at
the request of Mr. Knapp.

You and/or your nominees are invited to a staff review meeting

to be held:
Date: Wednesday, April 28, 1976
Time: 3:00 - L4:00 p.m.
Room: C=210

Chairman: Mr, Wouter Tims

Your comments in advance of the meeting, if any, will be
appreciated. (Contact Mr. Pollak, Room D-418, Ext. LO60).

Attachment

Distribution:

CPS: Messrs. van der Tak
Yudelman
A, Ray
Welss
Regions: Chief Ecounomists
Messrs. van Gigch
Vergin
Helmers
Roger Rowe
Haynes
Goffin
IFC: Mr. Qureshi

DPS: Messrs. Karaosmanoglﬁ////

Waelbroeck
Cleared with and cc: Mr. Tims

cc (with attachment) Messrs. Holsen
Grilli

de Vries
Pollak

Ms. Weaving

KTakeuchi :ke



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE y
i ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT I ON J.&ﬁ.#f
2
OFFICE MEMORANDUM
TO: Mr. M. Yudelman, Director, A&RD 1 DATE: March 24, 1976
’—4‘—/

— -
FROM: Wouter Tims, Director, EPDﬁ/ﬁW

SUBJECT: Forthcoming Paper on Palm 0il

This follows Mr. Knapp's request in the meeting we both
attended in his office on March 18, to update the 1973 palm oil paper.
My suggestion is, that the Commodities Division (Mr. Pollak principally)
take responsibility for drafting the part on the market situation and
prospects for oils and fats in general and for palm oil in particular.
The part on the Bank's role in the expansion of oils and fats production,
past as well as future, appears to me best done in your Department,
where already some of that work has been done particularly by Messrs.
Darnell and Bates., In addition, a brief discussion of the benefits to
small holders from Bank-supported oil palm projects would, in my opinion,
strengthen our argument for further Bank lending in oil palm.

I attach a copy of Chapter IV of the previous paper as a
possible format for the draft, and also the outline of our own contribution
to the joint paper. Mr. Pollak will try to have a draft ready by April 1
for internal discussion; I hope to be able to forward that part, after
my review, not later than April 6. If your part could be done within
the same time schedule, we might have a draft for review by the Regions
around April 16, and for Mr. Knapp before the end of that month. If this
is agreeable to you, you may like to inform Mr. Knapp accordingly.

Attachment

ce: Messrs.“ﬁg}aosmanoglu
Chenery
Haq
Takeuchi
Pollak
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Iv, IMPLICATIONS FOR FANK GRCUP INVESTMENT POLICY

2L. 0il palm preduction is one of the sectors in which IBERD investment

has been active. The Bank Croup has participated in the financing of
plantations of eoil palm in Malaysia, Indoneszia, the Ivory Coast, Dzhomey,

Sierra Leone, Camercon and Pzpua and New Guinea., Total loans made by the

Bank Group for oil palm projects in the last five years have amounted to about
US$ 100 million. In additicn, a small project in Ghzna covering 5,000 hectares
has been appraised and seversl projects are under consideration in Malaysia,
Indonesia, Nigeria and the Ivery Coast (Table 14).

25. The expected econcmic rate of return on the Bank Group projects
appraised in the past four years has ranged from 7 to 17 percent in the West
African countries, from 16 tc 18 percent in Malaysia and over 20 percent in
Indonesia. These calculaticns were based on a projected palm oil price of
$160/ton "c.i.f. Europe". According to the projections presented here, the
price is expected to be about $289 per ton c.i.f. Eurcpe in 1980 dollars or
$200 in 1972 dollars (the price used for purposes of project svaluabion), i.e.
higher than previously. Ever the price at the lower end of the

projected range, i.e. $280 a ton, would ccme out higher than the previous
project eveluaticn base. Moreover, yield rates on newer varieties of oil
palm could possibly be raised 1/ and these two elements combined would result
in economic rates of return on future oil palm projects higher than those
calculated in previous appraiseis, even allowing for same increase in costs.
So the price prejection far 1980 is such as to encoursge further investment
in oil palm production cn the btasis cf rate of return dcans.

26. New invesiments in o0il paln plantings weuld generate additional oub-
put mainiy after 1960. The peak yield peried of paim trees occurs around

the 10th year following planSing, gradually diminishes until the +twentieth year
and falls further with aging svands. 2/ The total productive life of the

tree is about thirty years. A iarge proportion of the increase in world
output from new plantings would come after 1980. -

}/ In Malaysia, for example, the yield rates cn newer varicties could
reach a maxdmun of & tons of oil per ha. as capered with yield rates
of about 5 twis per ha. on the present generation of varieties.

2/  For example, in Mzlaysia the yield rabe per ha. on high yieldinz varie-
ties in average envirommernial conditions has been found to ircrease from
3,520 kgs. in the 6th year from planting to 5,145 kgs. in the 10th year;
thereafter there was a gradual declins in yields to L,375 kzs. per ha.
in the 20th year and to less in lzter years. ("0il Palm Cultivation in
Malaya" N.C. Willisms and Y.C. Hsu, University of Malaya Précs, Kuala
Lempur, 1970 as quotad by H.VA Internasional N.V. Amstercam in "Long-Term
Prospocis for Palm Oil on the World Market for Fats and Oils".)
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i Though prospects of demend for palm oil after 1980 hawve not beenL )
analyzed in detail, if the trends projected to 1980 continpe in the first -
half of the next decade, world cemand for vegetable oils will )
rise faster than demand for all fats and oils combined until 1985.

However, some recovery of output of snnual crops of vegetable oilseedg
competing with palm oil, notably groundnuts, may take place in the major
producing regions if prices remzain for some time at their presently high
level. This would mean: that pressure would be exerted in the medium term

on the world market prices of vegetable oils in general and therefore also on
the market price of palm oil, though there seems to be no reason to expect
the appearance of a gerious excess of total supply over total demand.

28. The expectation of rising demand for palm oil in the developing
world may involve a greater rate of ebsorption of output in the producing
countries, but also greater import needs in some countries where the pro-
duction potential appears to be lower then prospective demand. Thus Bank
investmen: in paln oil producticn, notably in certain African countries,
might alleviate possibla Toreign exchange problems arisinc frem the need
for import outlays for consurption purpcses. Although investment in palm
oil production for the demestic market In same of these ccuntries may entail
the use of Bank funds in arees where physical yields are relatively low, 1/
palm o0il invesiments may still appear advantageous from the peint of view
of the expected rates of return and of general development needs in the
countries concerned.

¥

'
2% The Food and Agriculture Organization of the United Nations (FA0) Q
was consulted on the subject and have cffered us valuable caments.,
Generally, the FAO staff concurs with the views expressed in this paper
concerning the prospective growth of world supply and demand for fats and
oils. VWhereas, investment in palm oil for export should not be continued !
at the fast rate of the sixt:es and early seventies, there szems to be con=
tinuing scope for scue investmer: in replanting and new planting for export.
FAOQ also agrees that greaver aivtention needs to be paid to increasing out-
put for demestic precductisn ina producing countries. In order to get
Quick results, rehabilitasiorn and nere efficient processing of palm fruit
is being stressed ir current project proposals of both the UNDP and FAO.
But future consumption requirements in councvries such as Nigeria are so
large that investments in hew commercial plantings and appropriate pro-
cessing plants seem necessary,

1/ For instance, in Malaysia and Indonesia, the yield of modern stands
at full bearing is about 5 tons of pain oil per ha. Ia the African
countries, yields from plantatiens under modern varieties range from -
over 3 tens ver ha. in Ivory Ceast and certain parts of Zaire (upper
reaches of the Zaire river -in Ecuator and Haut-Zeire Provinces) to
about 1.8 tons rer ha., in the remaining parts of Zaire, Nigeria,
Dahamey, Camercon and other countries (yields may of course vary con-
siderebly srithin each country)., Lower yields in Africa are due to :
inadequate rainfail and its uneven distribution cver the year, inade- )
Quate sunlight, and type of trees.
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_ _7Isble 1¥ IBRD PARTICIPATION IN FIMANCING OF PALM OLL AND PALM KERNSL PROIUCTION

Projects Finzocial Data Techrical Dataf2 "
Toral cost Lt Feriod over Areal- Fzin Gi1 Zrin Kernels Share of Production Eccromic rete
Project/l Loan/Credit/l  Purposs which plantings Planfings at Estimated Max. Estirated Max. aveilekls for exrort of return
[ carried out Total end 1971 Estimated Prcduction Anmual Production Ietimated Peoduction Annual Production a A’
a0 aar Thousand 2 cd  Year housand oll kernels
o metric tons metric tens
(0S5 =i11ion} (U5 rd1ldor) (Thousand ha.)(Thousand ha,) (Thou. metri: tons) {Thou, metric tons) (Percentags )
Malsrsia .
tate of Fahang 5
1st Jengka 20.0 $.5 Production 1967-1970 L1 1.1 - L0.0 56,0 1981 57.0 - 1.¢ 13.0 1951 1.0 100 160 16
2nd Jenzla 20.0 B.6 Production 1971-1972 6.7 5.2 - 6,5 32.0 1982 33.0 = 2.C 8.0 1982 B.2 100 130 17
& process,
Imjrd .;:ngu 23.9 1.9 Fiedistion  29713-% 8.6 - - - 45,0 1985 50.0 = % 8.5 1985  10.0 100 50 16
ones -
~ Ist North Sumatra 24.0 12.7 Production 19691973 3.7 .7 0.3 8.k 685 1980 68.5 - 7.8 17.8 1980 17.8 15-80 75-80 2
& process.
2nd North Suzatra 20.5 13.2 Production 1970-197h 8.0 .3 - 9.5 39.8 1902 Lz.0 - 2.3 9.9 1532 10.2 75-90. 75=-80 29
& process.
Papua and New Ouimma |
" kew ODritaln 1st Stage 3.3 1.5 Productlion 1968-1972 1.9 1.7 - 5.7 8. 1581 8.5 L2 1.1 1.3 1981 1L 100 100 n.s,
& process.
Yew Britain 2nd Stage 3.9 2.2 Production 1970-1975 3.1 0.8 - 0.7 12.6 198l sl - 0.1 2.1 1984 2.2 100 100
Caneroon
est 10,9 $.0 Preduction 1967-197L 7.2 7.2 - 7.k 20.7 158 22.l - 2.1 6.3 1584 7.1 30 30 n.&,
East .1 7.9 Production 1968-1973 2.0 L.5 - 5.0 22,0 1982 25.5 g 1.3 5.3 1982 6.0 25 25 7
v
ey 8.2 L.2 Production  1950-1970 6.0 6.0 = L3 103 1980 0.1 & LL 2.4 1973 2.4 100 100 12
& proceas,
Lrory Coast,
1st Project 24.0 5175 § Producton 19681971 5.0 15.0 - 23.2 9.0 1979 3%.0 - 5.7 f.L 1979 9,& S0-50 50-60 12
& process. 4
2ad Project 6.5 2.6 Produc tion 1972-1974 L.5 - - - 7.9 1982 9.9 - - 1.9 1982 2.4 00 100 n.a.
& process. .
Sterra Leons (3 31 2.k Production 1973-1975 0.9 - - 21 b3 1981 k.3 - 0.8 0.9 1981 0.9 ] 100 12
o " & procese,
oTAL 1B2.h 9.8 974 63.5 0.3123.3  362,3 - 35.6 8.8

11. 011 palm portise ef eost of project and of YBRD loan or eredit, each including interest.

g Ares and profuction figures exclude acounts resulting from rehabilitation and fertiliser which are included in value of lau\/ctcd.lt.

/3 1Inclndes the production from 1,077 ha. planted in the period 1958-1972 prior to commencement of IBRD project.

[4 Includes coz-third of the project unit cost.

D& = pot evalladle.

Source: IBHD Projects Department,



Table 1hi: IBRD/IDA: PAIM OIL PROJECTS AND PROJECTS WITH A
PAIM OIL CQMPONENT SCHEDULED FCR AFPROVAL IN FYT7L

Amount

Country Project ($ million)
Nigeria - Agric-0il Palm 15.0
Ivory Coast Agric-0il Pelm III - 6.0
Ghana 0il P~1lm ;5.0
Malaysia | Jahore Tenggera 35.0

Keratong (Pahang)/1 20.0

Agric-Credit I /1 25.00
Indonssia | Estates V -/2 )

/1 Subject to confirmation.
/2 Nt yet established.

Source: IBRD, Regional Departments.
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PAIM O11.: TSSUES AND MARKET PROSPECTS

Lo Objectives. This paper servos two‘purposes, namely to provide
some background information on the palm oil industry and to assess the market
prospects for palm oil.

2. Supply of Palm 0il. After a gestation period of about 3 years,

0il palms can be economically harvested for about 25 years., Considering

that ylelds are low during the first few years (Table 1), the potential supply
of 0il palm products (palm oil, palm kernels, etc.) is well determined

until about 1980. After 1980, supply will be affected by changes in the

area planted with Sil palm. The first part of this chaptér deals with those
factors that have a major impact on the supply of palm oil (climatic conditions,
use of fertilizer, etc.). This will provide a basis for assessing the pro-
specté of palm oil supply. Because only a small portion of palm oil is consumed
in producing countries, export availabilities of palm oil closely reflect pro-
duction. The second part of this chapter focuses on the flow of palm oll into
international markets.

3. Market prospects for palm oil. Preliminary projections peint to

a dramatic increase in the supply of palm oil during the next decade. The
question whether these additional supplles can be absorbed without a sharp
deciina in prices for fats and olls becomes therefore a major issue in assess-
ing the market prospects for palm oil, Fats and olls of the so-called

tedible soap' group }/ make up more than 90 percent of the total output of all

1/ The label 'edible-soap' group reflects tho dual purpose of fats and oills
in this ecategory, mainly the use for edible purposes (marperine, shortening,
etc.), and the use for inedible purposes (soaps, dectergents, ote.).

\
i



Table 1 : OIL PALM YIELDS®

ee : : Kernel in Palm Xernel

éalm Kernel

Age of Ir
Years after FFB 0il in FFB 0Qil FFB Kernel 0i1 1/ Total 0il Cake 2/
Planting (MI/zere) (Percent) (MI/zcre) (Percent) (MT/acre) (MT/acre) (MT/acre) (MT/acre)
3 2.40 15.00 0.360 3.6 0.086 0.040 0.400 0.042
4 4,80 16.50 0.792 2.9 0.187 0.088 0.880 0.091
3 FudD _ 1775 L.37% 4.2 0.326 0.153 1.702 0.158
6 BledH 19.25 1.723 4.5 0.403 0,191 1.914 B.195
7 10.00 20.00 2.000 4.5 0.450 0,222 2,222 B.2L5
8 10,50 21.50 2.258 4.5 0.473 0.251 9 .509 0.229
9 10.50 22.00 2,310 4.5 0.473 0.257 ‘2,567 0.229
10 18,39 - 22.00 2.266 4.5 - 0.464 ¢ "0.:252 2.518 0.225
13 16,30 22.00 2207 b Q455 0.247 2.469 "0.221
12 9.90 22.00 2,178 4.5 0.446 0.242 2 520 0.216
ik 2.40 22,008 2.134 &5 0.437 0.237 2.371 0.212
14 9.50 22.008: 2.090 4.5 0.428 ~  0.232 2.322 0.208
15 9.30 22.00 2.046° 4.5 0.419 ;‘ 0.227 o L2273 0.203
16 ¢.10 22:00 2.002 4.5, 1 0.410 A 222 . 222l G.159
1 8.90 22.00 1.958 . 4,5 0.401 0.218 2316 0,195
18 8.70 22 .08 1.914 4.5 0.392 8.213 2.127 ©0.190
19 8.50 22.00 1.870 4.5 0.383 0.208 2.078 0.186
20 8.30 22.C0 1.826 4.5 0.374 0.203 2.029 0.181
21 8.10 22.00 1.782 - 45 0.365 0.196- 1.980 0.177
22 750 22.00 1.738 8.5 0,356 0.193 1.931 Q.172
23 2o 10 22.00 1.694 4.5 0.347 0.188 1.£82 0.168
24 1.50 22.00 1.650 88 0.338 0.183 1.833 0.164
25 1.30 22.00 1.606 4.5 0329 0.178 1.784 0.160

%  Vields are based on estates planted with higher yielding varieties (D by P palms), 60 palms
per acre, ‘

1/ Assuming & ratio of palm oil to palm kernel oil of 90:10.

2/ Assuming a yield of 48.5 tons of cake pexr 100 MI of palm kernels.

34 ’

Source: Mission Estimates.
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fats and oils. Commodities in this group are highly interchangeable.
Table 2 illustrates this point. The demand prospects for fats and oills as
a group therefore set the stage for an assessment of the demand prospects

*

for palm oil.

L. Price Outlook. Tﬁis chapter ties together the findings of the
first two chapters--cn deﬁand and supply--and looks at their impact on
pricos for fats and oils. Past trends of fats and oils prices, and their
relationships to sach other, will provide the basis for the price outlook.
The price outlook will be presented in two parts; for the group of fats

and olls as a whole, and for palm oil. Two possible scenarics will be con-
sidered: the first will assume a glut of fats and oils while the second
will assume a shortage. .

B Bank Lending. The last chapter deals with the Bank's role in the

world palm oil econory. Past Bank lending wiil be briefly reviewed. The
focus of this chapter will be én the impact of Bank lending on markets for
fats and oils. Together with price projections of the third chapter, this_
~will then provide the basis for recommendations on future Bank lending in
this commodity.

The findings of thils chapter tog;ther with the price projections

developed in the third chapter will serve as basis for recommendations of future

Bank lending in this commodity.
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Dick Bell's statements yesterday on the palm 0il issue.
I would 1ike to call your attention in particular to

Pages 8 and 9 of Bushnell's testimony.
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FOR RELEASE UPON DELIVERY
MARCH 18, 1976

STATEMENT OF JOHN A. BUSHNELL
DEPUTY ASSISTANT SECRETARY FOR DEVELOPING NATIONS
BEFORE THE SUBCOMMITTEE ON QILSEEDS AND RICE
OF THE HOUSE AGRICULTURE COMMITTEE
MARCH 18, 1976 AT 10:00 A.M. EST

Mr. Chairman and members of the Subcommittee, I appreciate
this opportunity to testify before you today on international
development bank lending for palm oil projects.

The role of the international development banks is to
assist the poorer countries to increase efficient, economical
production. The banks do not assist new production of items
for which market conditions are difficult or are estimated
to be difficult at the time of full production. Only
economical production for which there are good markets can
meet the twin objectives of the banks -- promoting expanded
output and incomes and establishing a project which can
easlily pay the interest and amortization on the loan.

The U.S. Government reviews carefully the potential
implications of development bank projects for U.S. producers
as well as for U.S5. consumers. Of course we suffer from
the limitation that no one has a perfect crystal-ball for
predicting the future. We supported considerable development
bank financing of palm oil -- particularly in the 1971-74
period when fats and oils prices were high. Given the long
lead times for these projects, it now appears that they
are just coming into production when fats and oil prices
are falling. Recently we have been advising the development
banks to proceed very cautiously, if at all, with projects
which will result in palm o0il exports pending the completion
of studies which we hope will project accurately the market
situation @ decade into the future.

o™

I shall divide my presentation into four parts:

—— palm 01l in the context of the world market for
fats and oils;

B



-— the activities of the international development
banks in lending for palm oil production;

—— the status of market studies being undertaken
within the U.S. Government;

—— the role of the Treasury Department and the National
Advisory Council on International Monetary and
Financial Policies (NAC) in approving loans
of the international develcopment banks.

Palm Oil

The Administration is well aware that increases in foreign
‘palm oil production, partly financed by the international
development banks, are causing increasing concern for U.S.
producers of competing oils, particularly in the light of
recent market developments for fats and oils in general.

In the developing countries that grow palm oil for
export , particularly Malaysia and Indonesia, -- countries
incidentally with per capita incomes of about $400 and $130,
respectively -- an increase in palm oil production was seen
in the 1960s ‘and early 1970s' as a primary way to diversify
their agricultural economies and to help small landholders
who were eking out miserably low incomes on subsistence
farms. Rapid increases in demand for palm o0il were
projected, particularly to meet the need for improved diets
in developing countries. Improving economic stability and
particularly helping improve rural incomes in Malaysia and o
Indonesia were high priorities for the U.S. Government
because of the political importance of these Asian countries.

In the early 1970s, world demand for fats and oils
was increasing and prices were rising. In the 1972-75 per iod
soybean prices increased, on the average, to a level-
which was 130 percent above the average for the 1960G-70
period. In 1975, world market conditions for fats and oils,
and most other non-fuel agricultural and mineral commodities,
changed markedly and suddenly. The worldwide recession
adversely affected the rate of consumption growth. At the
same time, the world supply of fats and oils from all sources
was increasing rapidly responding to the unusually high
prices of the preceding few years.



U.S. palm 0il usage in 1975/1976 is expected to increase
to 900 million pounds, or 7 bercent of domestic U.S. fats
and oils consumption. Treasury's preliminary estimate is
that imports of valm o0il have contributed three to four
cents of the 12-15 cent drop in soybean o0il prices from
the 1974-1975 level of about 31 cents per pound. Most of
the remaining price decline is due to a nearly one billion
pound increase in availability of soybean o0il from 1974/75
levels. The increase in U.S. palm oil imports reflects the
tight soybean o0il situation in recent years and a change
in the historical price relationship between soybean oil
and palm oil. For the years 1973-75, the spread between
soybean 0il and palm oil pPrices was significantly greater
than in previous years. This price spread has now lessened
and the substitution of palm oil for soybean 0il should be
less rapid with a resulting slower growth of imports.

As indicated in the attached graph, current soybean

0il prices are well below the record highs of the last two
Years, but they are substantially above Prices prevailing

in the late 1960's, ". Solf Pyl B

~.-We are very acutely aware of the problem of world
supply and demand for fats and oils .and any new palm oil
Projects proposed by the international development banks.

.- The World Bank justified its lending for palm oil
projects on the basis of a comprehensive study issued in
September, 1973, ("Palm 0il Review and Outlook for Bank
Lending"). This study considered the palm oil situation
in the context of trends and future prospects of world demand
and. supply for fats and 0ils. The study concluded that world
demand for fats and oils in general was expected to grow
rapidly enough to absorb the Prospective increase in output
of these commodities as a group in the decade ahead without
significant downward pressure on their market prices. It
concluded further that demand for. all vegetable o0ils would
grow faster than for other fats and oils; the Bank experts
felt that a larger. share of this demand than in the past
would. have to be met from Palm o0il and soybean o0il as a
result of the slower expected growth in suoply of most competing
0ils. . They also concluded that some downward adjustment
of the real ovrice of Palm oil might be needed becaus:> it
is pot'a perfect substitute for other o0ils. However, as
the overall world supply and demand situation for fa:s and
0ils in 1980 was expected to be in balance, the fall in
the price of palm cil relative to other oils was expected

i .
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to be moderate, Particularly since palm oil accounted for
a relatively small share of world production of fats and

olle.

;; : According to the World Bank study, the increase in the
share of vegetable 0ils compared with other fats and oils
wvas due to a number of factors which were likely to be felt

more. in developed than in developing countries. However,
future demand for vegetable o0ils in developing countries was

reflecting the rise in incomes in these countries and the
fact that the income elasticity of demand for the o0ils tend
to- be relatively high at low income levels. For instance,
@8s-a result of the Projected slow growth of production in the
hitherto main Producing countries of Africa, some of these
£ountries were expected to become major importers of palm
vil. 5 8 e L ey .

<. - Moreover, the Worlg Bank study concluded that due to
the. gradual shift of consumption in the developed countries
away. from animal oils and fats and toward Products based
on vegetable oils, including palm 0il, the export demand
brospects would remain favorable in the Period to 1980 and

ah80. A the. next degade,.. ,i: (1. 1 :

{ e
b3 .

- Though Prospects of demand for palm o0il after 1980

were not analyzed jn detail in the World Bank study, if the
trends projected to 1980 continue in the first half of the
Next.-decade, world demand for vegetable 0ils will rise
ifaster than demang for all fats and oils combined unti L

Gl S . Bl = =g F L b 0kl S e 7
c¢er -+ The World Bank study indicated that, although physical
ields were highest in the major producing countries of Asia
cMalaysia and Indonesia), investment inp Palm o0il production
stildl remained attractive .in some other countries, notably
dnAfrica, given the alternative investment opportunities
mvailable to these countries. By investing in palm 0il pro-
iduction, the Bank felt it coulgd therefore make a positive

wantribution to economic developmeqtrdﬁ some African countries.
o SR G iR S = s . . - = i 5 o8 s

cilz. The Bank study reports that the Food and Agriculture
Organization of the United Nations (FRO) generally concurred
Mith the views expressed ln World Bank study. The FAO was

tof the view that there was Scope for investment in palmn

il projects both to produce limited additional supplies
tﬁqrrexport_and,-particularl + to Increase supplies for domest ic
consumption. ' . :

<4




Loans for Palm Oil Projects

Over the past decade -- 1965-1975 -- the World Bank
(IBRD), the Inter-American Development Bank (IDB), and the
Asian Development Bank (ADB) have made 32 loans totaling
over $300 million for palm o0il production in developing
countries. Twenty of these loans have been approved since
1970, A list of the palm oil projects financed by the Inter-
national development banks is shown in Annex 1. Of course,
these development banks make loans for a great many development
projects -- in industry, power, transportation and other
sectors —— besides agriculture. Since 1970, the amount
of loans by these banks for palm oil accounts for only about
one percent of their total commitments. '

Palm o0il is one of the most difficult products to assess
in terms of development bank lending because of the very
long lead times involved. For most bank projects two or
three years are needed to develop the project before bank
approval. It then takes about two years from the time a
project is approved by the Executive Board until a palm
tree is planted. Thereafter, 1t takes three to five years
for the palm trees to begin producing oil. The peak yield
period of palm trees occurs around the tenth year following
planting. Thus projections of market conditions are needed
for many years into the future to deal with such projects.
As we have seen over the past five years, the fats and oils
market can change very rapidly.

In this connection I would note that projects coming
to the boards of the banks last year and this year were
generslly initiated in 1973 and 1974 when prices for
edible oils were unusually high. Moreover, the projects
approved in 1974 and 1975 will probably not have an impact
on the market until the 1980s. Incidentally only one of
the palm o0il projects approved in 1975 1s expected to
result in any substantial exports of palm oil; the prejects
in Africa will provide palm o0il mainly for cecnsumption in the
producing country. This is not the case, however, for the
projects approved by the international development banks
in 1974,

Let me say a word now about the terms of the loans made
by the international developrment banks. 1In general con-
cessional terms have been extended to support production
‘for the domestic market —-- with export production generally
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financed at close to commercial terms. Half of the loans
- were made on "soft" terms. The remaining 15 projects were
made on "hard" terms. Of the 16 soft loans made, 10 were from
-IDA with terms of 50 years, including 10 years grace, and
.a service charge of 0.75 of 1 percent. These loans were
..made primarily to the African countries. The four loans
~.from the Inter-American Development Bank (IDB) were at
- interest rates between 1 and 3 percent with terms from 16
- to 40 years. These loans were to Ecuador (2), Honduras
.’and Peru, all for domestic consumption. In 1969 and 1971,
- the Asian Development Bank (ADB) made two loans to Indonesia
-at 2.5 and 3.0 percent, repayable in 30 and 24-1/2 years,
;reSpectivelY The remaining 15 loans =- 11 of which were
" made ulnce 1970 -- were extended on near market terms, mostly
i by IBRD. Specifically, the rates ranged from 6.25 percent
in the mid-to-late 1960s to the present rates of 8.5 percent
~for IBRD and 8.75 for the ADB with terms of 20 to 25 years.

g The most recent palm 011 loan, the Gohor Lama Processing
Plant ln Indonesia, was made for 20 years, with 4 years
hgrace, at 8.75 percent, and the last IBRD loan to Malaysia
.in 1974, carried an interest rate of 8 percent with repayw
ment over 23 yearq., R _ , 19

e If we use the estlmated maximum annual productlon for
-each_bank-financed project, the total is 1.1 million tons,
-or about 23 percent of estimated world production in 1980.
_Approximately one-third, or 11 of the projects, are for
“domestic consumption. Nevertheless, 72 percent of the
production,from total bank-financed projects is for export.

i
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At thlS poxnt il would llke to cay a few words about
the Administration's general position towards U.S. assistance
to the. developing countries through the international develop-
~ment banks. The United ‘States is committed to assisting
(developing countries in their efforts to increase their
food. plOdUCthﬂ and to raise the standard of living for
the very poor in these countries. Palm oil is one of the
best crops for some of these countries to produce efficiently

t£or domestic food uses and for earning the foreign exchange
lto buy goods from us that they need for development. The

United States supports assistance to developing countries
on both humanitarian and self-interest grounds since we are
,convxnced that increased productlon 1s the only long-term
seclution to the serious food and income problems faced
by Lhese countries. Moreover, as countries prosper and their



effective demand increases, their commercial import reguire-
ments rise. The consequent growth of developing countries,

we believe, is the best way to increase demand for traditional
U.S. exports in a magnitude far greater than any potential
initial displacement.

- It is with this global view of world supply and demand
for edible fats and oils that the palm oil problem should
be viewed. We seek open markets in which flows of trade
are determined by competitive efficiencies. The importance
of this open traoing system is cruecial to U.8. agricultureé,
particularly in view of our "full production" policy. In
1974/75, agricultural exports amounted to over $21 billion.

. More to the point, soybeans and other U.5. oilseeds have

been: among the largest of our agricultural exports. In

FY 1375 soybeans and products surpassed feed grains in

total value of exports, amounting to $4.9 biilion or

nearly 22 percent of total agricultural exports.

Fla Our estimates indicate that bank-financed projects
1nvolv1nq palm oll accounted for about 20 percent of the
increase in world production from 1970 to 1975 and 16 percent
of:the export increase for the same period. Palm oil currently
accounts for not gquite 7 percent of world output of fats

and oils and is projected to rise to about 9 percent in

1380. Thus, involvement by these banks in palm oil production
represents only a small part -- less than one percent --
of-total world production of fats and oils. Palm oil trade
sources in Malayﬂ:a indicate that the development of the "
palm o1l industry in that country has been accomplished
principally with private funds and the World Bank has provided
only 3 percent of the reguired capital.

L,f D

Pututo Fats and Oils Prospects and Palm 0il Loans
C{\i;borecastlnq over the medium and long-term, in the

case of most commodities including fats and oils, is at

best uncertain. Difficult as these forecasts are, however,
khey are necessary to support objective decisions in the
U;S.cinterest. For this reason we are counting on the US
study concerning fats and oils now underway to help us in
formulating a definitive U.S. position toward palm o1l project
finan01ng by the international development banks.

C\.



Also the Food and Agriculture Organization (FAO) is
undertaking a long-term study of the world fats and oils
situation. Completion of this study is not expected until
early 1977. When completed, the FAO study should be helpful
in providing the banks with another appraisal of the demand
and supply outlook for fats and oils well into the 1980's.
The World Bank, on 1ts part, is updating its study on the
outlook for fats and oils. This study will be completed
in July.

The current World Bank list of prospective projects
includes six proposals involving palm o0il, and the Asian
Development Bank (ADB) is now considering two. Of these,
eight projects only one or two are likely to be ready for

_consideration by the IBRD or ADB Boards before the USDA's

report.-and the interagency review have been completed.

-The USDA's report and conclusions will be the basis
for a thorough interagency review of the U.S. Government
position on any palm oil projects proposed by the international
development banks. A working group of the National Advisory
Council has already been established to consider such projects.
As President Ford mentioned in his recent visit to Illinois,
this. is alsc a matter that is being considered at the very
highest level in the Executive Branch.

I believe that there is substantial evidence that there
will be oversupply in the fats and oils market through 1980,
despite growing demand, and for this reason the development
banks should back away from new projects for palm oil exports.
I have asked our Executive Directors in the banks to work
with their managements to find alternative products and
alternative projects for development bank financing. In
one.case a development bank has already substituted other
products for palm ©0il in an agriculture development project.
If alternatives are not possible, we are asking the banks

—_

.to delay consideration of new palm 011“projects until the

long Lexm mala 3 studleg_are completed

WG.would of course examine carefully any palm oil
project that might come to the board of a develobment
bank before these studies are completed. At this voint,
we_in Treasury would tend to go along q;bh projects which
are solely .or. 91¢nc¢0a111 to supply a_dome ch"market,
partlcularly if increased availability of palm o1l would
raise nutrition levels. We would not support pLO“GCtg thak
were ptlncxp le for exnort i
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The development banks are multilateral institutions
and do not necessarily respond to the wishes of a single
member - even the largest single member. Thus, on issues
such as the advisability of financing additional palm oil
production we proceed largely by convincing the staffs of
the banks and experts of other countries that our position
‘is correct. No organization in the world has a better

t

reputation for its ability to analyze commodity markets
than the U.S. Department of Agriculture and all the banks
pay very close attention to the Department's views. However,
they have their own commodity experts, they maintain close
contact with the FAO, and they consult with commodity experts
of other governments. Thus, it is important for s to lay
‘out clearly our analysis and our projections in order to
make a case. . um

“Z. As you have heard, Agriculture is now preparing such
a study. I am sure we shall convince these banks to halt
lending for palm oil if our analytical case is strong.
Some time is usually needed to develop a worldwide consensus
vn such issues, but such a consensus does develop. I would
hote that it is not in the interest of present palm o0il
producers to have the banks lend for substantial additional
‘export production unless the market is strong. Nor is it
Yn the interest of the banks to make new loans that might
‘convert old loans into bad projects by reducing the price
of the export product.

“--- As we look further ahead, there are a number of guestions
Which we have not yet analyzed in detail in Treasury which
are relevant to the palm o0il guestion. I do not know the
Telative economies of production of palm oil as compared
with soybean oil production. -This is a very complicated
‘guestion depending in considerable part on the market for
@ﬁhex.soybean products as well as on such things as the
exchange rate systems of the palm oil producing countries.
There is a school of thought that, because palm oil can be
produced economically in some parts of the world, its pro-
duction will continue growing and it will take an increasing
share of the fats and oils market. The basic issue will
require a great deal more analysis and consideration before
piconvincing argument -- one way or the other.- —— can be made.
T ‘can assure you that we shall be devoting considerable
‘“ttention to this analysis in the U.S. Government.
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Role of Treaqury and the NAC

: I want to emphasize that all resources of the U.S.
Government are coordinated in taking a position on develop-
ment policies of loans. The National Advisory Council on
International Monetary and Financial Policies (NAC) is the
interagency group responsibile for coordinating U.S. partici-
pation in the international financial institutions.

=. - I have attached as Annex II a description of the role

of the WAC in reviewing the proposed loans of the interna-
tional development banks. I want to stress that in reviewing
agricultural loan projects the NAC draws heavily on the
Department of Agriculture for advice on the world demand

_and supply situation and the impact of proposed loans on

U.S. producers. I want to reiterate that the NAC does

not- support projects aimed at increasing production

of commodities where the outlook is for surpluses and
depressed prices. But it does encourage loans for agricul-
tural projects that assist small farmers and those that
increase production of food for domestic cousumptLOn in the
developlng countries. - .

e

T In summaty, Mr . Chalrman, we fully recognize that the
3ntelnat10nal development banks have financed a considerable
expansion of palm ©0il production. However, the major issue

is not what has already been financed but what will be
financed in the future. -We are very much aware that estimates
pf the future supply and demand situation for palm oil,
soybean c¢il and other fats and oils regquire careful
attention. We will make our studies available to the
gevelopment banks as soon as they are completed. In the
peantime, we are discouraging new loans for palm oil produc-
@ion destined for export.

O

exc! T
ey Thank you, Mr. Chalrnan.m;

e SR =
Rl Gl g " i

-----




=4

¢/1b.

1960 1864 L |
1968 1972 1976

T . NS -y
Year Beginnine Oct er




.
sl - gt e

Production and Exports of Palm Oil
Financed by IFIL Projeets

ANNEX I

1965 ~ 1975 g
: 1Y Peak Aot <
o Loz Amount  Peak Armual 017 Kemel
) ) . VA 'lpan' 7, | for Palm O1l Production 0Ll BExports Productiom
Date Coumtry IFI Furpose (S \dllions) ($ Millioms) "7 om0 oM Q<T)
11/5/15 Indmesia ADR (OC) Processing 51.3 1%.3 25000 25000 5000
&/17/75  Nigeria IBRD Smallholder Development 17.0 17.0 25300 HE 58C0
6/17/75  Nigeria IBRD Smallholder Development 19.0 19.0 35200 L €000
6/17/75 Nigeria 1BRD Srallholder Develcpment 29.5 29.5 38400 == 8700
: and Estates
4/29/75 Siorra leone IBRD/ Cromdnute, Cocoa, 5.0 2.5 3200 - 800
1tA Paln Cil 5.0
2118775 Guna InA Plantation & Mill 13.6 13.6 14000 e Y3000
S/17/74 E'i:lg)sm IBRD + Planting & 2 Milis 36.0 32.4 ° 90000 90000 17000
8/L/74 Malaysia ADS (OC) Production, Miils 14.0 14.0 120000 120000 --
& Storage
€/27/74 Ivory Coast IERD Plantaticns & Estates 2.6 2.6 30800 30800 6300
2/5/74 Malaysia I2RD Production & 5 Mills 40.0 34.8 123500 . 123500 26800
12/1/73  Ecuador oz (FS0) Livestock & Palm Oi1 15.0 3.3 188C0 .- 3800
3£13/73 Melaysia IEBRI Planting & M1l 25.0 14.5 439000 49000 100350
Rubber, Cocoa
276773 Indonesia IDA 0il Palms, Rice & 5.0 0.4 5400 5400 1100
Rubber
6/22772 Incenesia IDA 01l Palms, Processing, 11.0 8.3 38500 i 2 7200
& Rubber
6/20/72 Sierra Leone IDA 011 Palms, Rice & 4.3 1.9 4300 e 800
Cocea
5/1/72 Ivorv Coast IRRD 0il Palms, Mill & Coconut 7.0 2.6 9900 . 9900 2600
3/25/71  Indemesia AD3 (SF) 0il Palm & Rubher 7.4 2.8 29900 25900 6920
5/20/70 Malsvsia IBRD Production & Processing 13.0 8.5 33000 33000 82c0
6/15/70 ndonesia DA Qil Palms & Rubber 17.0 13.2 42000 32600 10200
iy Papua low Guinea 10A Pzlm Qil, Besf & Coconuts 5.0 2.2 14400 14400 22¢0
10/21/69  Indonesia ADB (SF) Production & Mills 2.4 2.4 26300 21400 5100
6/20/59 ndonesia DA Planting g 15.0 1Z.7 68500 53100 17800
"'3"9 Ivory Coast IGRT 0il Palms, M1l & Cocomts 171 14.1 39000 21500 e400
£/15/63 —ezoon A IERD Production & 2 Mills 9.6 9.6 25500 - 6000
37271583 Foncduras IDE (FSO) Procduction 2 1.5 3000 -~ -
3/20/69 Ecuador ID3 (FS0) Production 6.0 2.4 11000 - -
3/5/¢3%  Eonin 3/ A Production & Forestry §:2 4,2 - 10100 10100 2400
2/11/69  Malaysia ADS (0C) 2 Mills 2.8 2.8 77000 77000 19300
1/21/6 Pasua New Cuinea  IMA Production 1.5 1.5 8500 8500 1400
4/17/83 Milaysia IRRD _0il Palms & Resettlement 14.0 9.5 57000 570C0 14000
3/28167 Cameroon ITA Production 11.0 9.0 22400 6700 7100
5/26/66 Paru IDB (FS0) Production - 15.0 0.8 2000 -- --
TCTALS 411.0 305.0 © 1101400 788900 207900
1/ Procducticn during year of mzvdmm production %
2/ Yot esstimated separately
3/ Includes supplemental loans
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5800
8020
8700

800
3000

6300
24800
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ANNEX II

ROLE OF THE NATIONAL ADVISORY COUNCIL ON
INTERNATIONAL MONETARY AND FINANCIAL POLICIES
VIS-A-VI5S THE INTERNATIONAL DEVELOPMENT BANKS

The National Advisory Council on International Monetary
and Financial Policies (NAC), which was established by the
Bretton Woods Agreements Act July 31, 1945, is responsible
for coordinating U.S. participation in the international
financial institutions, as well as the policies and practices
of all agencies of the Government which make, or participate
in making, foreign loans, or which engage in foreign financial,
exchange, or monetary transactions. In fulfilling these
responsibilities the NAC reviews proposed loans and credits
of the World Bank Group, the Asian Development Bank (ADB) and
the Inter-American Development Bank (IDB) with a view to
recommending to the Secretary of the Treasury instructions
to the U.S. Executive Directors in those institutions which
the NAC member agencies consider appropriate. Thils process

- of coordinated review is followed in connection with all of

the proposed transactions of these institutions, whether

these involve construction of power plants, highway improvements
or the financing of projects designed to develop, or increase
the production and processing of agricultural products,
including palm oil.

NAC review is initiated, generally speaking, upon
receipt of a detailed proposal from the World Bank or one
of the other international development financing institutions.,
These proposals are then carefully reviewed as to their -
merits and consistency with both U.S. and Board policies, by
the NAC Staff Committee, which meets regularly every Tuesday
afternoon. Representatives of the NAC member agencies and
other interested agencies of the U.S. Government bring to
bear economic, political, financial and other technical
expertise during the 5taff Committee meeting. Specifically,
in the case of aqgricultural projects, representatives of the
Agriculture Department regularly participated in the NAC Staff
Committee meetings and are given full opportunity to present
that Department's views on such projects for the consideration
of the NAC.

The recommendations of the NAC on loan proposals are,
after Staff Committee review and subseaguent reference to
policy level officials of the NAC member agencies, embodied
in documents known as Actlons. The member agencies, votes

o



for each proposal are cast on the basis of those agencies'
evaluations of all of the relevant factors pertaining to

the proposal being considered, including such elements as
foreign policy conSLderatLOns, consistency with international
institution lending policies, and the economic viability

and intrinsic merits of the proposal. NAC Actions approved
as a consequence of this review and voting process typically
state "The NAC advises the Secretary of the Treasury that

it recommends the U.S. Executive Director in the World Bank
(or other institution) take affirmative (negative or abstain-
ing) action on the proposal to finance a project lnvolVan...

Upon receipt of the NAC's advice on given transactions,
the Secretazy of the Treasury then instructs the U.S. Executive
Director in the International Financial Institution as to how
he should deal with a proposal in that institution's board.

In this connection, I would like to mention that authority
to instruct the U.S. representatives in the international
institutions, which was previously vested in the National
Advisory Council under the Bretton Woods Agreement Act, was
delegated to the Secretary of the Treasury under the provi-
sions of Executive Order 11269 of February 14, 1966, which
was the Executive Order reconotltutlng the NAC after its
abolition as a statutory body in 1965,

f . Members of the Committee may find it useful to refer,

in this connection, to Appendix A of the fiscal 1975 Annual
Report of the NAC to the President and to the Congress (House
Document 94-348) for fiscal 1975, where the activities of
thL Council aLe descripbed in more detail.
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Statement of Richard E. Bel]
Assistant Secretary of Agriculture
for Internationa) Affairs and Commodity Programs
before the
House of Representatives
Subcommittee on Oilseeds and Rice

March 18, 1976

I welcome this Opportunity, Mr. Chairman, to appear
before the Subcommittee on behalf of the Department of
Agriculture to discuss imports of palm o0i).

As you are aware, Mr. Chairman, the Sharp 5ncrease
in palm o0i) imports during the past 12 to 18 months is of
great concern to our agricultural community. It is also
of great concern to the Administration.

The Administration has underway two studies aimed at
developing additional facts which wil) help determine
future U.5S. Government policy toward palm 0il. (Qne is
concerned with U.S, Government policy regarding loans
made by international Tending institutions. The other
ceéncerns the more direct impact of palm o011 imports on
our domestic oilseed production, and subsequent effects
on costs of living and living standards,

Until these studies are compieted, it will aat be
possible fer us to establish an Administration positian
on either of these issues, ‘Therefore, my testimony
teday will be concefned with discussing the facts related
to palm ¢11 imports, as we now know them, and their

implications.
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As you know; Mr. Chairman, we in the Agriculture
Department have already done some work on analyzing
recent developments in world palm oil production. OQur
Foreign Agricultural Service recenf]y completed a rather
exhaustive review of recent and likely patterns in world
.palm oil production and trade. Thi§ study will help
speed completion of the studies now underway.

Before discussing palm oil imports, however, I
believe it important that we remind ourselves that the
United States is the world's largest producer and
exporter of oilseeds and oilseed products. Also, over
the years, the United States has been a strong advocate
of freer international trade in oilseeds and oilseed
products,

Exports are crucial to the well-being of the American
farmef. The produce from nearly one acre out of every
three acres harvested in the United States is exported.
The United States exports 60 percent of its production of
wheat, 50 percent of its rice, nearly 50 percent of its
soybeans and soybean products, 40 percent of its cotton,
35 percent of its grain sorghum, 30 percent of its
tobacco and 25 percent of its corn.

In 1975, cash receipts to farmers from the sale of
oilseed crops totaled $8 billion. Oiiseeds were second

only to grains as a cash crop.

e il



In Fiscal Year 1976 ending next Juné 30, we expect
to export $4.2 billion worth of oilseeds and oilseed
products. Again, these exports will be second only to
our exports of grains.
| Production of vegetable 0il in the United States is
mostly from soybeans and cottonseed. In 1975, these two
oilseeds accounted for nearly 90 percent of our totai
vegetable 0il production and nearly 75 percent of our
total production pf edible fats and oils, inc]ﬁding animal
fats such as butter, lard and edible tallow.

Soybean o0il is by far the dominant vegetable o0il
oroduced and used in the United States. In 1975, it
accounted for 80 percent of total U.S. vegetable o0il
production, and 65 percent of our total production of
edible fats and oils.

Soybean and cottonseed oil are joint products. In
other words, the oil is one of two products derived from
the crushing of soybeans or cottonseed. The other product
is vegetable protein, usually in the form of oil cakes
and meals used in the feeding of livestock to produce
meat, eggs, milk and dairy products.

The meal and cake produced from U.S. oilseeds --
particularly soybeans -- are important to livestock produc-
tion not only in the United States but also in Canada,

Western Europe and Japan. Western Europe imports about

L
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30 percent of the protein supplement it feeds to live-
stdck. Japan imports about 90 percent. Most of those
imports come from the United States in the form of
soybeans or soybean'meal.
While the United States is the world's largest
producer and exporter of oilseeds and oilseed products,

it is also a substantial importer of vegetable oils,

particularly from tropical areas. During the 5 marketing

years from October 1, 1969, through September 30; 1974,

U.S. annual imports of edible fats énd 0ils avefaged

1,084 million pounds and accounted for 9.6 percent of

all fats and oils used for food in the United States.
The vegetable oil imported during this period

included coconut oil, palm oil, palm kernel o0il and olive

0il. Imports of palm oil were relatively modest, accounting

for about 27 percent of all imports and 2.6 percent of all

fats and 0ils used for food in the United States during
the period.

However, imports of palm oil increased dramatically
during the 1974/75 marketing year, more than doubling
those of the previous marketing year. Imports reached
757 million pounds in 1974/75 compared with 346 million
sounds in 1973/74 and a 5-year average of 296 million
pounds for the period from October 1969 through September

13974.
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In 1974/75, palm oil accounted for 46 percent of all
vegetable oil imports,‘and 6.7 percent of ali the edible
fats and oils used for food in the United States.

Palm oil imports are expected t§ increase even
further {n the current 1975/76 marketing year -- reaching
a récord 900 million pounds and accounting for 7.7 per-

cent of all edible fats and oils used for food in the

United States.

Palm oil has the physical and chemical characteristics
to allow it to be used in a wide variety of ways. In the
past, howéver, it has been mostly used in the United
States for shortening. For example, in 1974, nearly 90
percent was used for shortening. ' ]

Recent research work, however, has successfully
fractionated palm oi]Iresu1ting in a liquid oil comparable i
to peanut or olive of] in consistency and melting '
characteristics. This means that palm oil will be able
to penetrate the cocoking ahd salad 0il market, a major ]
market area from which it previously was excluded. f

One inherent drawback of palm o0il, however, is that
it is a saturated oil, despite its being a vegetable oil.

The upsurge in U.S. imports of palm oil is associated
with the dramatic increase in world product{on of palm oil
since 1970. World palm o0il production in calendar 1976

is expected to approach 3.2 million metric tons or about

7 billion pounds -- nearly double the production in 1970.
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Part of the expansion in world palm oil production
duriﬁg the past several years has been brought about by
loans from international lending institutions such as
the World Bank. I understand that 32 such loans have
been made for palm 0il production and processing
facilities since 1365,

Much of the palm o0il produced from plantations
and facilities financed by international lending institu-
tions has gone into export. More detail on this subject
wii] be supplied by the witness from the Treasury
Department. -

I want to emphasize, Mr. Chairman, that the'Agricul~
ture Department is not opposed to the United States
helping developing countries develop their agricultural
economies. In fac{, we support, and are very much 1in
favor of such help. We do be]iéve, however, that such
efforts should be directed primarily at helping raise
food production in countries which are chronically food-
deficit.

We believe extreme caution should be taken when
providing assistance for production aimed at export. In
such circumstances, care should be taken to avoid dis-
rupting markets of other exporters, including both

developing and developed countries.

B e el o
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The recent sharp increase in palm oil exports
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undoubtediy has had the same impact on Philippine
coconut 0il and Brazilian soybeans as it has on U.S}
soybeans and cottonseed.

The increase in world palm oil product{on during
recent years has been heavily concentrated in Southeast
Asia, particularly'Ma]aysia and Indonesia. Production
in West Malaysia alone is expected to approach 3 billion

pounds in calendar year 1976 -- 2.1 billion pounds or

s e e S S gl P e S 1 SN AR R R SR N R S R

235 percent more than in 1970. - g

About 85 percent of the increase in world production
of palm oil during the past 5 years has gone into export.
Over 90 percent of the increase in Malaysian and

Indonesian plam oil production has gone into export

.
g
4

since 1970.

Production and exports of palm 011‘from Malaysia
and Indonesia are expected to continue to increase 1in
tne decade ahead. The gains in West Malaysia are expected
to be particu]ar1y sharp. Only about 60 percent of the
newly-planted 0il palm trees in West Malaysia are at an
oi}nbearing'age. The remainder will begin to bear during 5
the next 4 to 5 years. 0il palm takes 4 to 5 years to

recach oil-bearing age. It reaches peak production after

about. 10 years. It is commercially productive for 30 to

35 years.
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0i1 palm is nighly productive. O0il palm trees

yielec 4,000 pounds or more of oil per acre. This is in

contrast to soybeans, which in the United States yield

about 300 to 310 pounds of 0il per acre.

Since oil palm yields a much larger quantity of oil
per acre, production costs are low relative to soybeans
and other oilseeds grown in the United States.

We in the Agriculture Departhent believe that palm
6il can currently be produced in Malaysia for aé low as
6% U.S. cents per pound, ex-plant. This cost of course
includes the cost of extracting the oil from the palm
‘fr‘uit.

We estimate it costs about 2 cents a poun& to move
the palm oil from the mill to export position in Malaysia.
The cost of fobbing and for freight to U.S. ports is |
estimated to be an additional 1.5 cents per pﬁund. There-
fore, Ma]ays{an palm 01l can be produced and delivered to
U.S. ports at an average cost of about 10 cents a pound,.
Imported palm oil enters the United States free of customs
duty.

Soybean 011 customarily is quoted at a Decatur,
111inois, base point; while palm oil is quoted at ports

r

of import. Generally, palm oil begins to sell in large
volumes whenever it is priced at the port 2 cents a pound

or more below tne price of soybean 0il at Decatur.
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This means that soybean o0il at Decatur can decline
to around 12 cents a pound before palm oil so]d‘in the
United States is at a price that no longer covers the
cost of production in Malaysia. The current price of
soybean o0il at Decatur is 16 cents a pound.

Palm 0il is currently quoted at Gulf ports at 174
cents a pound. Since this price is above that for socybean
0il, few new purchases are being made.

The current price for palm oil at Gulf pbrts reflects
an export tax and an export surcharge totaling about 3.75
cents a pound. The export taxes and surcharges are
variable. The Malaysian Government adjusts them upward
or downward depending on conditions in the world market.

It is important to recognize, however, that when
soybean 01l prices decline in the United States, it
becomes necessary for soybean meal to carry a larger
share of the cost of producing soybeans. This, of course,
raises the cost of feed to livestock producers.,

Economists in the Agriculture Department tell me
that the cost of producing soybeans in the Eastern Corn-
belt will be about 34.75 a bushel this coming season. I
am sure that some farmers will say this figure is too
low. Others may say it is too high. I can only say that

it is the best that we have at present.
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Cost of production figures, qf course, vary sharply
accbrding to yields per acre. The $4.75 figure includes
costs excluding land of $2.25 a bushel and a land charge
of $2.50 a bushel. Land charges can be figured various
ways. This one is a composite -- or an average -- of
the various ways. Despite some uncertainty about it,
the cost figure will serve to illustrate the point that
I wish to make.

Assuming a production cost of $4.75 a bushel and a
crushing charge of 40 cents a bushel -- again; some
crushers may argue this is too low while others may
contend it is a bit high -- central i11inois soybean
growers and crushers would need to receive the equivalent
of $5.15 a bushel from the products derived from 1976
crop soybeans if costs are to be covered.

1f soybean o0il from the 1976 crop sells at 16 cents
a pound, 44 percent protein soybean meal will need to
sell for $143 a short ton if all grower and crusher
costs are to be covered. At 12 cents a pound, a meal
price of $162 is needed.

During the past 12 to 18 months, a disporportionate
share of the recent increase in world exports of palm
0il have come to the United States. This, in part, has
been due to the strong U.S. import demand during this

nevriod.
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It alse may be due to the fact that the United
States 1s the only entirely open major import market
for palm oil. The United States has no import quotas,
and charges no customs duty on palm 01l imports.

This 1% in_EontraEimjgﬂgﬂgmﬁgpgggan_Community
which charges an import duty of 6 percent ad valorenm
on imports of crude palm oil other than for technical
or industrial uses, 4 percent ad valorem on palm oil for
technical or industrial uses, and 14 percent ad valorem
on refined oil for food uses. Japan charges an import

N e e R T e e

duty of 8 pefcent ad valorem on both crude and refined

palm o0il,

Although the U.S. import duty on palm o0il is zero or
free, it is not bound at zero or free under the General
Agreement on Tariffs and Trade (GATT). It is bound at
3 cents a pound except that imported to be used in the
manufacture of iron or stee] products or of tin plate or
terne plate -- estimated to be only about 3 percent of total
imports -- which has a GATT binding of zerolor free rate.
both rates were bound in 1963 to Indonesia.

Thark you, Mr. Chairman, I will be pleased to respond

Lo any questions you may have.



Table 13* PAIM OTL PRODUCTION IN MAJOR PRODUCING COUNTRIES, FIVE-YEAR
- AVFRAGFS AND PERCENTAGF SHARES 1955-7L 1/

Country

155559

1960-64

1965-69

1970-74

1000 MT Percent - 1000 MT Percent

1000 MT Percent

1000 MT Percent

Western Africa 536.06 46.69  763.64 59.9%  750.98 53,88 995.23 43,02
Nigeria 33,28 z7.74  L97.98 39.09 L31.60 30.96 553.40 2%.06
Ghana - 32.20 2,53 4g.20 35453 61.00 2.64
Liberia 39.9% _ 3.u8 Lo. L8 %18 Li.20 2.96 7.00 0.30
Sierra Leone - 36.20 2.8k 41.L0 2.97 58.00 2,51
Dahomey 13.80 1.20 38,80 3,05 32.92 2.3%6 L2.60 1.84
Tvory Coast 7.06 0.61 22.86 1.79 30.50 2,19 91.48 3,95
Togo 1.38 0.12 0.66 0.05 2.80 0.20 L, 70 0.20
Cameroon 18.50 161 38.64 %.03% 18,26 3.47 57.60 2.49
Cent.African Rep. 0.14 0.01 0.88 0.07 0.64 0.05 0.50 0.02
Congo, PR 2.90 0.25 6.62 0.52 6.18 0. kL 6.1k 0.27
Eq. Guinea 2.28 0.20 3,12 0.24 3.96 0.28 h.16 0.18
Gabon - - 1.56 0.11 2.48 Ball
Gambia 0.4k2 0.04 1.k2 0,11 2.08 0.15 2.02 0.09
Guinea - 8.80 0.69 15.80 0.99 Lo.s6 178
Guinea-Bissau - 6.40 0.50 8.00 0.57 8.00 0.35
S¥o Tome/Principe 2.26 0.20 1.78 0.14 1.18 0.08 0.99 0.04
Angola 1k.10 1.8% 26.80 2.10 35.60 255 74 .60 3,22

Eastern Africa 225.80 19.67 225.04 17.67 172.58 12.38 182.82 7.90
Tanzania 0. 10 0.01 0.32 0.03 0.78 0.06 1.64 0.07
Burundi 1.h2 0.12 1.00 0.08 1.00 0.07 1.00 0.04
Zaire 224.28 19.54 223.72 17.56 170.80 12.25 180.18 7.79

Latin America - Caribbean _17.56 1.53 27.67 2.18 53.48 3,84 92.16 3.98
Brazil - 1.28 0.10 10.22 0.73 6.75 0.29
Colombia - 0.01 0.00 0, TR Ol 38.62 1.67
Costa Rica 3.3%6 0.29 6.00 0.L7 10.00 0. 72 1h.LL 0.62
Ecuador - 0.46 0.0k 2,52 0.18 6.00 0.26
Honduras - 1.12 0.09 1.40 0.10 720 0.32
Mexico 11.92 1.0k 13.36 1.05 13.00 0.93 11.32 0.49
Paraguay 0.78 0.07 %.94 0.51 512 0.37 772 i35
Venezuela 1.50 Q.15 1.50 B2 150 0.1l

Fast Asia - Pacific 218.64 19.05 256.00 20,10 416.86 29,90 1,045.31 45,10
China Rep. - - - L0.00 X0
Indonesia 155.22 . 13.52  1h7.52 11.58 176.L2 12.65 273-72 11.84
Malaysia 63.L2 5,53 108.48 8.52 2Lo.uk 17.25 728.10 3147
Thilippines b - - 1.k9 0.06

Others 14g. 9k 1%.06 1.47 0.12

World Total 1,148.00 100.00 1,273.82 100.00 1,393%.90 100,00 2,313.52 100.00

1/ Production data for
Source: FAO

EPD/CE TFebruary 1976

197L and 1975: IBRD estimate.



Table 1L: PAL¥ OIL WORLD EXPORTS IN MAJOR PRODUCING COUNTRIFS, FIVE-YFAR
AVERAGES AND PERGENTAGE SHARES, 1555-7L 1/

1955-59 1960-8]1) 1565-60 1970-7L
Country 100C MT  Percent 1000 MT Percent 1000 MT Percent 1000 MT Percent
WESTERN AFRICA 212.L6 36.76 191.67 31.30 105,45 1L.96 86.02 6.39
Nigeria 180.k0  31.21  1L7.64  2L.11 65.22  9.25 5.96 L
Uhana .06 .00 .30 .ok -
Liberia .02 .23 .01
Sierra Leone 62 =13 -
Dahomey 12.6L 2.19 i % 1.R¢ 10.86 1.5k 11.65 R4
Ivory Coast 1.1k .20 .88 .1 .92 .12 L8.90 .62
Togo .66 .11 L3 .07 0.09 .01 1.09 .08
Cameroon L6 .09 B.25 1.34 B.L2 1.19 7.35 .5k
Cent. Afr. Hen. .01 «0Y .00 0.00 .00 .00 .00
Congo, Peo. Rep. 2.98 52 J2l .5l 0.66 .09 -
Ec. GQuinea 2.8 .Le 2.91 A7 5.03 L2 3.00 22
Gabon .09 .01 1.07 15 bl .01
Gambia
Guinea
fuinea-Bassau .60 .10 .07 .01 0.08 .01 .08 .00
Sao Tome/Principe 1.33 .23 .95 % L 0.54 {07 .19 .01
Angola 8.79 1.52 15,045 2.52 12.Lb 1.90 735 5k
FASTERN AFRICA 160.53 27,78 1L8.87 24.21  11L.2h 16.21 T 89,98 6.67
Tanrania .08 .01 0.0% JI | Ll .00
Burundi =
Zaire 16n.53  27.78 148.79  24.30 11L.19  16.20 . B89.97 6.67
LATIN AMERICA-CARIBBEAN .16 .03 2,28 .37 3.67 &2, Bigp .38
Brazil
Colombia r
Costa Rica flexk 0.39 .06 4d7 .02 19 .01
Equador ) . :
Honduras .15 03 ¢ L1 .02 0.83 Al o .03
Mexico
Para=uasy 175 .28 2.67 .37 L.sh .33
Venezuela
FAST ASTA-PACIFIC 1%8.33 32.59 222,31 36.31 385.uhk Sh.69 903.67 A7.05
China Rep. .
Indonesia 121,17 20.96 113,88 18,60  153.56 21.78 T229.70 17.0L
Malaysia 67.16 11.62 108.43 17.711 231.R8 32,90 673.97 50.00
Philippines
EMENA 0.09 .01 67 LGl
Hahrain .Q0 .00
Lebanon .00 .00
Portugal a3 .67 .ol
Snain 0.09 01
Svrian Arab Rep.
OTHERS 16.L7 2,85 Lr.o1 7.67 95.93  13.61 ' 262.15 19.LS
Austria -
Bel gium-Lurembourg 6.7 1.13 7.73 1.26 h.96 .70 2.72 .20
Czechoslovakia L7 .08 =
Denmark .0l .01 .07 .01 1.5% .22 38 .00
France < +12 1.65 .26 .65 .09 1407 .10
Germany, FR 2.8) L2 Fel2 .50 3.5L .50 7.2k .53
Hong Kong .ol .01 -
India .02 .00 .00
Italy 0.10 0] .1k .01 61 0L
Japan .18 .02 .11 .01 i3 .03
Mali ¢ -
Netherlands .38 76 5.L5 .89 10.00 1.1 w7.lo  3.:1
Nicaragua 2L .03 -
Niger .0L .01 -
Norway -
Papua-New Guinea h.33 32
Singapore 27.02 L.l 7Lh.15  10.52  196.L3  1k.57
Sweden .57 3 .28 .0l .16 .02 .Sk .0l
Uganda 37 .06 .33 0L .08 .00
United Kingdom il .08 .Bo <13 «30 oL «33 .06
WORLD TOTAL 577.95 100.00 612.2 100,00 704.73 100.00 1,3L7.71 100.00

1/ Palm 041 export data for 197k: IBRD estimate.
Source: FAD

EPD/CE March 1976
FPollak
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1960-6L 1965-69 1970-7L

PAIM OIL IMPORTS BY MAJOR IMPORTING COUNTRIES,
FIVE-YFAR AVERAGES AND PERCENTANE SHARES

1955-59
1000 MT Percent 1000 MT Percent 1000 MT Percent 1000 MT Percent

Table 35.

Country
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Table 15¢ CONTINUED
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1955-59 1960-6l 1965-69 1970-7h

Country 1000 MT Percent 1000 MT Percent 1000 MP Percent 1000 MT Percent
LAC 3.95 0.66 5.25 0.92 L.56 0.72 6.27 0.50
Arpentina 0.h3 0.07 0.26 0.0h 0.05 0.00 0.05 ¢.00
Barbados 0.00 .00 0.00 .00 0.02 0.00 0.06 0.00
Brazil 0.1l 0.06 0.00 .00 0.06 0.00 0.05 0.00
Chile 0.00 .00 0.42 0.07 1,bL3 0.2? 0.02 0.00
Colombia 0.52 0.08 1.11 0.19 0.00 .00 0.00 .00
Costa Rica 0.02 0.00 1.08 0,18 1.61 0.25 0.L6 0.03
Ecuador 1.33 0.22 1.51 0.26 0.94 0.1L 5.39 0.k3
El Salvador 0.00 .00 0.01 0.00 0.00 .00 0.00 .00
Guatemala 0.0L 0.00 0.01 0.00 0.02 0.00 0.00 .00
Guyana 0.00 .00 0.00 .00 0.00 .00 0.00 .00
Honduras 0.00 .00 0.29 0.05 0.00 .00 0.06 0.00
Jamaica 0.00 .00 0.02 0.00 0.00 .00 0.00 .00
Martinique 0.00 .00 0.00 .00 0.00 .00 0.01 0.00
Mexico 0.87 0.1h 0.17 0.02 0.19 G.03 0.16 0.01
Micaragua 0.00 .00 0.01 0.00 0.13 0.02 0.00 .00
Peru 0.00 .00 0.09 0.01 0.06 0.00 0.01 4.00
Trinidad (o I 0.02 0.00 .00 0.00 .00 0.00 .00
Venezuela 0.16 0.02 007 0.0L 0.00 .00 0.00 .00
OTHERS 532.52  90.13 478,28  84.11 521.97 82.51 gl1.52  75.LS
Australia 0.39 0.06 2.L9 0.L3 2.96 0.L6 16.01 0.80
Austria 2.59 0.L3 1.28 0.22 0.1% 0.03 3.2L 0.25
Bel Lux L1.La 7.00 L0.19% 7.06 26.51 L.19 25.06 2.00
Canada 17.35 2.93 11.53 2.02 11.08 1.75 18.32 1.L6
Denmark 12.0L 2.03 3,84 0.67 1.58 0.24 .56 0.68
Faeroes Isl. 0.00 .00 0.00 00 0.00 .00 0.00 .00
Finland 0.98 0.16 0.05 0.00 0.02 0.00 0.82 0.06
France 29,99 5.07 3L.90 6.13 38.00 6.00 Le,1L 3.93
Germany FR 72.h3  12.2% B6.57 15.22 115.07 18.19  1ko.ko  11.25
TcelanA 0.00 .00 0.01 0.00 0,00 .00 0.00 .00
Ireland L 0.52 L.1lk 0.72 3,16 0.L9 k.25 0.3L
Ttaly 15.52 2.62 27.59 L.85 38.18 6.03 51.71 L.k
Japan 19.77 3.3L 15,30 2.69 25.70 L.06 70.35 | 5.63
Netherlands Bo.80  13.67 7L.50 13.10 69.32  10.95 137.56 11.02
New Zealand 0.00 .00 0.01 0.00 0.01 0.00 0.36 0.02
Norway 1.03 0,17 0.6L  0.11 0.22 0.03 9,93 0.79
Portugal 9.73 1.6 1k.29 2.51 15.L48 2.1 18.85 1.51
5. Africa 0.98 0.15 0.00 0.00 0.11 0.01 0.97 0.07
Spain 3.L0 0.57 0.22 0.03 2.39 0.37 5470 0.L5
Sweden 1.98 0.33 2.03 0.35 2.5L 0.L0 7.50 0.60
Switzerland 1.53 0.25 1.55 0.27 2.59 0.L0 L.93 0.39
UK 197.05 33.35 136.70  2L.oL 122,85 19.42 212,13 16.99
Us 15.01 2.5 15.25 2.68 37.15 5.87 147.86 11.84
Yugoslavia 0.70 .11 1.33 0.19 1.:1 0.20 0.1l 0.01
China PR 0.06 0.01 0.03 0.00 0.132 0.05 0.00 .00
Cuba 0.07 0.01 0.00 0.00 0.00 .00 0.00 .00
Czechoslovakia 0.56 0.09 - 0,72 472 0.79 0.12 5.27 0.Lh2
Hungary 3.09 0.52 1.04 0.18 0.54 0.08 0.12 0.00
Poland 0.93 0.15 1.08 0.18 1.84 0.29 8.1 0.67
USSR 0.00 .00 1.22 0.21 2.06 0.32 0.00 .00
WORLD TOTAL 590.81 100.00 568.57 100.00 632.59 100.00 1,247.88 100.00
EPD/CE

March 1976



able 16; PRODUCTION COSTS ON A 10,000-ACRE OIL PALM ESTATE

U.S. dollars

Cost of estate to maturity ‘ L4, 400,000
Cost of road collection system : : , 680,000
Cost of oil mill (30 tons of F.F.B., per hour) 1,600,000
Cost of staff and workers' quarters 600,000
Cost of administrative centres 80,000

Total establishment cost 7,360,000

Anmual cost of capital

5 percent depreciation of US$5,200,000 260,000

10 percent depreciation on US$260,000 ° . 226,000
(buildings and machinery) ;

8 percent interest on US$7,360,000 588,800
motal 1,07L,000

Cost per ton of oil

Capital ’ 68.00
Upkeep and cultivation 26.00
Harvesting and collection 22,00
Manufacture " ' 8.00
General charges 38.00
Forwarding 6.80
Bulking installation 3.20
Tax (ad valorem US$200) : 17.50

Total cost per ton of oil f.o.b. 189,50

Source: Technical and Economic Aspects of the 0il Palm Fruit
Processing Industry, UNIDO.



ANNEX II
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ANNEX IT
METHODOLOGICAL NOTE ON DEMAND PROJECTIONS
1, The following model was used to estimate per capita demand for

fats and oils in 1L5 countries:

K Y
Q = a PIND E—u—%]
Y+c

where
Q = Per capita demand for fats and oils,
PIND = Price index for fats and oils
(1974 = 100), using current exports as weights,
Y =  Per capita incomes.

Parameters:

a = 16.8
b = 0,125 (price elasticity of demand for all fats and oils),
c = 729.0
2. A distinctive feature of the demand for fats and oils is its high

income elasticity at low levels of per capita income, which declines as incomes
increase; it approaches zero as per capita consumption reaches saturation. The
first part of the model, a PINDb, determines the saturation level of per capita
fats and oils consumption; it is estimated at 27.2 kgs. in 1980 and at 27.3 kgs.
in 1985,

3. The 1975 edition of the World Bank Atlas contains a list of the
countries included in the demand projection for fats and oils. Per capita
incomes (in eonstant 1974 U.S. dollars) were projected for 1980 and 1985 on

the basis of population projections prepared by the United Nations and the

Bank's latest projections of real GNP for these countries.



ANNEX II
Page 2

. Table 1, Annex II shows projected demand for 1980 and 1985 by
Bank regions. In projecting demand, it was assumed that many developing
countries will ration foreign exchange expenditures for imports of fats
and oils, Should this not be the case demand for fats and oils in 1980 and

1985 could exceed projections by a margin of 2 to 3 percent.



Teble 1: DEMAND FOR FATS AND OILS ANNEX II

Estimated 197L, Projected 1980 and 1985 Page 3
157L : 1960 — 1985

Fats/0l1s  Demand ~ Yats/0lls Demand Yats/0l1s Demand

aNPL/ Pop Total  Per GPL/ Pop Total Por GNPL/ Pop “Total  Per

Capita Capita Capita

(1000 U53) (1000) (1000 ¥T)  (kg.) (1000 U5%) (1000) (1000 W_t%fmwmmﬂ—(%r B
Industrizlized Countries 3,362,2,3 668,806 15825 23.7 L, k36,655 704,341 16401 23.3 5,91k,05L 735,443 17118 23.3
Centrally Planned 1,111,656 1,233,787 1L525 11.8 1,423,8LL 1,327,717 16928 1.7 1,823,850 1,415,700 18283 12.9
East Africa 31,428 159,965 878 5.5 38,400 190,08l 1066 5.6 L6,934 220,141 1204 5.4
West Africa 32,991 139,523 909 6.5 L3,221 47,565 1110 7.5 56,938 169,971 1320 7.8
East Asia and Pacific 98,022 311,450 2516 8.1 138,301 370,966 3092 8.3 195,121 421,233 3750 8.9
South Asia 101,146 797,017 3249 h.1 122,278 928,253 3907 L.2 7,911 1,052,585 4385 h.2
EMENA 322,181 282,948 4130 14.6 183,497 339,L26 5202 15.3 715,054 381,920 5986 15.7
Western Hemisphere 279,052 295,h9 L3719 1.8 373,942 355,659  5L8T 15.4 501,040 Lo8,109 625 15.3

Total Demand L6h11 53200 58300

1/ GNP in 197k constant U.S. dollars,
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FATS AND OILS &/

Summary
Loy Since the early sixties, the demand for high-protein meals

has grown faster than the demand for vegetable olls and thus the market
prospects for high-protein meals will remain the key to the supply of
vegetable oils. The growing demand for livestock products in developed
countries will ensurs a continued strong demand for oilseed meals, and

the prices of the latter are expected to rise in real terms during the
projection period (1976-85). The increase in oilseed processing for meals
will raise the supply of vegetable oils; in addition, the projected expan-
sion of livestock and dairy products will add to the supply of animal

fats and oils. -A further increase in fats and oils supplies will come
from tree crops, mainly oilpalm.

24 An oversupply of fats and oils is likely to develop during

the first part of the projection period (1976-80). The market prospects
for fats and oils between 1980 and 1985 will largely depend on the capa~
bility of developing countries to absorb increasing supplies, since per
capita consumption in the developed countries will be 61059 to saturation

levels by that time. It was assumed that despite potential foreign exchange

1/ The term "fats and oils" is used in this paper for all fats and oils
generally classified as "edible/soap fats and oils". These include
soybean oil, sunflower seed oil, groundmut oil, cottonseed oil, rape-
seed oil, olive oil, cocomut oil, palm kernel oil, palm oil, fish oil,
butter, lard and tallow. In recent years, their combined production
accounted for about 97 percent of the total production of all major fats
and oils.



constraints, developing countries will indeed increase their share of
world fats and oils consumption. Thus fats and oils prices (in real
terms) are expected to rise slightly towards the mid 1980s. Since the
demand for livestock and dairy products will continue to expand during
the projection period, the market prospects for high-protein meals will

remain favorabls.

Demand Qutlook

3. Fats and 0ils. During the past decade there have been

significant shifts in the consumption of fats and oils, away from animal
fats and in favor of vegetable oils, and within vegetable oils from hard

to soft oils. These changes reflect partly the increased supplies of
vegetable oils and partly the growing consumer awareness, in developed
countries, of potential health risks associated with the consumption of
highly saturated fats and oils.

L. Demand for soft vegetable oils (soybean oil, cottonseed oil,

corn oil, etc.) is expected to expand faster than the demand for hard oils.
While increasing supplies of soybean oil are likely to be marketed without
significant downward pressure on soybean oil prices, relative to those of
other fats and oils, increasing quantitities of palm oil will find a mar-
ket only at growing price discounts.

5. Between 197l and 1980 world demand for fats and oils is projected
to grow at an average anmual rate of 2.3 percent: Demand for fats and oils

largely depends on per capita income levels. The income elasticity of



domand is high at low inoome levels, and almost zero at the present per
capita income levels of the developed countries. Annual per caplta
consumption of fats and oils in most developed countries has reached a level
of about 25-30 kilograms; in many developing countries it is below 5 kg.
Considering the rapidly growing population of these countries, even a

small increase in their per capita incomes has a sizeable impact on

world fats and oils demand.

6. Regional consumption patterns of fats and oils generally reflect
regional production patterns and natural storage conditions. Economic
protection and lower transport costs play an important role in the pre-
ference of locally produced fats and olls. Most of the fats (margarine,
shortening) consumed in temperate zone developed countries are manufactured
from soybean, cottonseed and sunflower oils. Coconut oil and palm oil
dominate the vegetable o0il consumption in tropical and semi-tropical
countries.

Ta Between 197L and 1980, industrialized and centrally planned
countries will each absorb about one-third of world fats and oils supplies;
the remaining one-third will be consumed in developing countries. Among
these, the Latin American region will claim the largest share (9.l percent)
of fats and oils supplies; South Asia will absorb about 7.0 percent, East
Asia Pacific 5.4 percent, West Africa 2.0 percent and East Africa 1.9 percent.
Demand is projected to expand somewhat more slowly between 1980 and 1985,

for two reasons. First, because of per capita demand for fats and oils in
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industrialized countries will approach the stauratlon level. Seocond,
because it was assumed that major net importing (developing) countries
will face a foreign exchange constraint; and that as a result, per capita
fats and oils consumption in these countries will increase only slightly.
In South Asia, for example, anmual per capita consumption is projected
to g ow from L.l kg. in 197L to L.k kg. in 1985. During this period,
total demand will grow from 3.2 to L.7 million tons, at an anmial average
rate slightly above that of these countries' population growth.

8. High-Protein Meals. Because of their high proteln content,

oilcakes are used increasingly in livestock feeding. Demand for livestock
and animal products is ¢losely related to per capita incomes, and as incomes
rise, the demand for oilcakes continues to grow long after the direct per
capita consumption of fats and oils has reached its saturation level. The
long term market outlook thus appears to be brighter for oilseeds with a
high meal (protein) content than for those with a high oil content.

9. As noted in last year's forecast, demand for ollcakes is expected
to grow during the decade ahead, reflecting economic recovery in the OECD
countries. These countries are expected to account for the bulk of demand
for meal, but their share will decline as the portion of high protein con-
centrates in feed rations approaches optimum levels., Additional markets
may open up in Eastern Europe, the Soviet Union and some developing countries.
g A Scarce supplies of fishmeal and rising prices during 1973/7h

reduced its utilization by pig and poultry producers, and encouraged the



substitution of soybean meal for livestock fattening. This practice is
expected to continue, and thus the demand for fishmeal and its price

premium over soybean meal are likely to be reduced.

Al A potential threat to the markets for high protein meals is

single cell protein (SCP), manufactured mainly from natural gas or

petroleum products, which can be used both as a component of animal feeds
and for direct human consumption. The market share SCP will capture depends
mainly on its price relative to the prices of protelns from existing sources.
Although several plants are now in operation, supplies of SCP products

have not had a significant impact on markets for high-protein meals, and

it is unlikely that SCP will affect these markets before the early eighties.

Supply Outlook

12 The supp;y of fats and oils is highly price inelastic, for

two reasons. First, the supply of oils from tree crops, such as palm il
coconut o0il and palm kernel oil, is highly inelastic, and second, many fats
and oils are recovered as by-products in the processing of oilbearing ma-

terials (such as meals and meat). Though demand for each of these types of

pragﬁcts is separate and affected by different market forces, tﬂgir auppi&gﬁ
reflects the demand for both products. Thus the response to rapidly growing
demand for one product, for example high-protein meal, leads %o rapidly
growing supplies of the other product, vegetable oil.

13, Tn the decade ahead (1976-85), production of fats and oils is

again expected to grow at an average anmual rate of 2.6 percent as in the



past two decades. Reflecting the continuing strong demand for livestock
products, most of the oil supply will come from oilseeds crushed for
meal, and from soybeans in particular. The projected expansion in live-
stock production will, in turn, increase the output of animal fats. The
supply of fats and oils will be further inoreased by the expansion in

the production of palm oil, as extensive plantings during the late 1960s
reach their productive stage. The growth of output of marine oils is
expected to grow at only 1.7 percent, as conventional fish resources have
already reached or surpassed their maximum sustainable yield. An increasing
share of future marine oil production will come from currently unutilized
species, most of them in polar waters. World production of fishmeal is
expected to increase, below the long term trend, at an average rate of

about 1.5 percent between 1976 and 1985.

Price Developments

1k, Real prices of fats and oils (in 197L dollars) displayed no

clear trend between 1960 and 1972. In 1973 they began to increase sharply,
mainly in response to a shortfall in supplies of lauric oils. Prices of
fats and oils and also of oilcakes advanced further in 197L, due to a 20.L
percent decline in the US production of soybeans, which was only partially
offset by increased output in Brazil. In 1974, prices for high protein
meals dropped because of the worldwide recession and a decline in livestock

production. A 17 percent increase in world soybean production combined
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with good harvests of other oilseed crops during 1975 caused real prices
for fats and oils to fall to about their average level of the sixties.
Prices for most oilcakes declined only slightly.

1s. Barring any major reductions in supplies, real prices for fats
and oils are expected to decline in the first half of the projection period
(1976-80) from their extremely high levels of 197L. 1In the second half of .
the projection period, population growth and rising per capita incomes in
developing countries are expected to ralse their domestic consumption of
fats and oils. Hence, prices for vegetable oils and fats are expected to
drift upwards again between 1980 and 1985. Projectioﬁs as to thelr exact
level vary with assumptions as to the relative strength of supply and

demand factors.

Methodology
16. Yearly supplies of oilseeds were projected on the basis of past

growth rates. Projected growth rates were adjusted for some cropse to take
jnto account additional information on the future supply situation. It

was assumed that the total production of any oilseed crop will be crushed
in the year it is harvested. Knowledge of the oil and meal yields of each
crop allows the supply of the respective 0il and meal in each year to be
caleulated. TFor tree crops, the number of trees, their variety and ége
composition provide a strong indication of their supply potential. However,
actual supply projections for tree crops are made more difficult by wide
year-to-year fluctuations in yields. The potential supply of anmmal field

crops such as soybeans and groundnuts depends largely on the relative



profitability of alternative orops producera could plant. l/ Fregent. shangen
in relative price levels and production costs of anmual crops widen the mar-
gin of error in projecting the production of annual crops. Projected growth
rates for the supply of oilseed crops reflect these factors. Projected
supplies therefore represent the most likely trend value for each year.
Actual supplies will probably fluctuate around projected trends.

17. The demand for fats and oils is projected for 1L5 countries
individually on the basis of projected (real) per capita incomes, popu-
lation and a price index for fats and oils. Prices for individual fats and
oils are determined simultaneously be world supplies of all fats and oils and
by the ratio between stocks and demand. Projected GNP determines the demand
for high protein meals.

18, Because oil and meal are recovered in nearly fixed proportions,

‘ the prices of the ra material (oilseed) is determined by the combined

value of the extracted oil and meal minus the crushing margin. Given a
positive crushing margin and a set of projected prices for 0il and meal, the

following relationship was used to project prices for oilseeds:

POSk = POLi YOi % PMLJ YMj - CMk
where

POS, = Price of the oilseed crop (k)

Yo, = vield of oil (1)

YMj = vield of meal (J)

CM, Crushing margin for oilseed (k)

Crushing margins were projected at 10 percent of the combined value of the

01l and the meal.

}/ Tt was assumed that the area of land suitable for the production of
anmual crops remains fixed for the projection pericd.
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Tadble 3: WORLD EXPORTS OF SZLECTED OTILSFEDS, FATS AND OILS (FAT CR OIL EGUIVALENT),
ACTUAL 1960, AVERAGE 1967-69, 1975 PROJECTED 1980 AND 1985

(In 1000 metric tons)

1960 1957-65 1975 1680 1585
Fat/Cil 1C00 MT ¢ Share 1000 MT ¢ Share 1000 MT % Share 2000 MT ¢ Share 1030 MT < Share
Soybean 0il 1,l00  19.8 1,991 19.8 3,565 el el L,500  28.0 5,700 27.8
Sunfloverseed 03l 2Ls 3.3 113 119 765 5.8 1,250 Tl 1,300 6.3
Cottenseed 011 29l ) | 226 2.3 L2s 5.2 40 2.6 510 2.5
groundrut 0il 826  11.L 1,037 10.3 7L5 Sl ¢Lo 5.k 950 L.6
Rapeseed 0il 9?2 1.3 L39 L.Y 7L5 5.7 920 5.3 1,020 5.0
Olive 0il 69 1.0 82 0.8 63 0.5 100 0.6 110 0.6
Palm 0il 587 9.1 507 6.0 1,000 17 3,05 17.5 L,650 22.9
Coconut 01l T 188 15.9 1,182 T1.8 1,425 10.8 1,650 9.4 3,750 8.3
Palm Kernel 0il Lo7 5.6 29¢ 3.0 396 3.0 120 2.L L35 241
Fish 0il 222 3.1 672 ° 1.7 600 L.6 7L0 .2 790 3.9
Butter L26 5.9 51k Bl B v 18 790 .5 830 L.l
Tallow 1,076 1L4.9 1,LL7 1.k 1,Lk00  10.7 1,820  10.L 1,950 9.5
lard . Lot 5.6 409 L.1 190 3.7 Lo 2.5 60 2.2
TOTAL 7,243 100.0  10,0L43. 100.0 13,136 100.0 17,480 100.0 20,495 100C.0

Sources: USDA:.1960—69
IBRD: 1975-85

--O‘[—



Table ]_.L: PEICES AND PRICE INDEX OF SELECTED FATS AND OTLS 1/ CIF EUROPE, 1960-1980 AND 1985

(In constant US dollars per metric ton)

Year Soyhean Sunflower Cottonseed Groundnut Rapeseed 0live Palm Coconut Palm Kernel Fish Lard Butter Tallw Price Tndex
1960 LLb. 3 L80.5 156k, 7 éuh. 7 L33.1 1,156.8 150.9 617.0 . 626.9 306.5 L23.2 1,682.8 28232 ;,‘3‘?'2
61 693.3 757.8 qL3-2 836.5 682.3 1,367.0 565.3 618.9 640.8 338.7 cu8.2 1,729.3 3%.2 8.5
62 bL5.8 183.1 522.L 0,1 L3k.0 1,239.2 h2h.2 L92.9 500.8 204.2 28,1 1,61k.3 262.2 5.8
€3 u3k.% uéo.2 :73.9 sz2.6 119.3 1,698.5 L32.9 SETeT 55%.7 312.0 L21.2 1,755.1 ez, 52.3
€y 357.0 1493.8 Lak.1 610.0 483.0 1,13L.8 L6L.8 575.1 579.0 393.1 L86.1 1,802.2 733 66.1
1965 515.1 560.9 537.3 618.1 501.7 1,26L.8 520.8 663.9 673.L Lik.o 558,9 1,751.2 381, 72.2
62 LB86.8 L92.6 . 621.2 552.1 . 455.1 1:233.0 Lh0.2 6944 505.5 345.6 526.0 1,953.5 33z, £3.3
67 359.8 392.14 699.6 - 523.8 381.3 12770 L1k.& 677.1 L60.9 235.1 379.h 1,512.1 2£2. 57.8
€8 33L.3 320.1 567.7 5ok. L 299.6 1,267.4 31L.5 742.6 683.0 184.3 31h.5 1,319.6 2L7. 531.2
€39 Lo3.0 382.1 §22.0 595.5 358.7 1,194.6 32h.7 6L7.5 5LB.9 269.1 387.4 1,271.7 9 ST.7?
1770 51L.8 555.1 593.7 £35.6 L9L.L 1,172.9 u36.0 655.8 719.L u15.9 45h.5 1,229.2 33
o 510.0 552.1 619.0 696.1 L65.8 1,1k8.0 u12.1 $85.8 529.0 349.0 L13.7 1,654.8 32
72 392.0 L73.4 470.5 618.6 336.9 1,330.0 315.1 339.8 35h.3 26L.3 36k.5 1,755.5 25
73 569.2 587.6 612.1 668.14 L83.5 1,712.0 L62.7 628.0 601.1 L18.7 L56.6 1,193.5 l.;
N 795.0 983.0 939.0 1,077.0 745.0 2,17h.0 669.0 998.0 1,010.0 55%.0 602.0 1,216.0 Lis
1975 540.7 6L5.5 634.1 7L8.5 LB1.3 2,127.7 378.2 * 343.3 383.4 300,5 118.1L 1,L57.8 2.2
76 308.2 h92.0 528.9 553.6 319.8 1,927.2 393.4 278.8 295.2 270.6 336.2 1,kh3.3 .6
77 3.7 Lé5.2 Li%0.2 sLo.1 31L.7 1,639.9 320.3 304.8 320.0 25h.9 289.7 1,322.3 Z7%.
78 325.0 L33.9 Lss.3 528.9 315.2 1,h01.1 303.3 339.8 332.8 240.3 269.8 1,169.9 233.7
17 335.0 L70.0 L13.8 18.8 317.3 1,19%.8 307.0 3%7.0 .2 230.1 299.8 1,059.8 2L5.1
1930 345.9 419.6 389.7 © 5ng.l 308.1 1,020.0 310.0 h22.0 L00.1; 219.8 310.0 954.8 213.3
1985 395.2 L39.9 L90.7  5T.2 362.6, 1,211.5  320.0 L7151 160.3 260.9 5.0 1,109.9 . 257.3 52.2

1/ Descriptions:

Soybean 011: Crude, U3, CIF Rotterdam,

Sunflower 0il: Any origin, ex-tank Rotterdam.
Cottonseed 0il: US, PBSY, CIF Rotterdam.

Groundnut 0il: WNigerian/Gambfan/Any Origin, CIF Europe.
‘Rapeseed 0il: Dutch, FOB ex-mill.

Olive 0il: Spanish, edible, 1% drums.

Palm 0il: Malaysian, 5% CIF UX.

Price Index weighted by constant world exports (19ThL=100).

Coconut 0il: Philippines/Indonesian, bulk, CIF Rotterdam. For 1973, Duich, 5%, ex-mill;
prior to 1973, White Ceylon, 1% bulk, ex-tank Rotterdan.

Palm Kernel 0il: West African, CIF UK.

Fish 0il: Any orlgin, crude, CIF Europe., Prior to March 1973, Peruvian, sexi-relined.

Lard: EEC refining gquality, CIF UK. Prior to February 13573, US, Prime Ste=m, ITF UE.

Butter: Dutch, bulk, unsalted, UK markets.

Tallow: US, bulk, bleachable fancy, CIF Rotterdam.

~
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Table S5: EXTRACTION RATES OF OIL, CAKE AND
PROTEIN FOR SELECTED OILSEEDS

(in percent)

Raw Protein
Crude 0il 0ilcake Content of Cake

Soybeans 17.5 80.5 L6.0
Cottonseed 17 .5 59.0 1.0
Groundnuts, shelled LL.5 55.0 52.0
Sunflowerseed LL.O 55.0 L,0.0
Rapeseed 38.5 59.0 3L.0
Sesame Seed L7.0 52.0 Lo.0
Copra 63.5 36.0 22.0
Palm Kernels L6.5 52.5 23.0
Linseed 3L4.0 63.0 36.0
Castor Beans L5.0 5 I o (O
Other 0ilseeds 33.0 60.0 37.0

Fishmeal ol s O 65.0
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Modest Recovery Seen i
For U.S. Fats and Qils &

By ALAN E. HOLZ

Foreign Commodity Analysis, Fats and Qjls

Forelgn Agricultural Service

TRONG PRICES for most vegetable
S oils during the past 2 years have
set the stage for a worldwide surge in
oi! production in 1976—a situation that
points to keen competition in U.S.
export markets next year. As a result,
U.S. fats and oils exports in 1976 are
targeted at just 4.25 million metric
tons, oil basis, slightly over this year’s
depressed volume.

With foreign oil production expected
to swell to 37 million metric tons in
1976, the United States is obviously
ne longer the “only store in town,” and
foreign customers are sure tc be shop-
ping around. Brazil's bite into U.S.
markets, for example, is likely to be
even bigger next year, especially since
the record soybecan crop expected next
spring could boost oil ocutput by 20
percent. And more Malaysian o1l palm
trees are now reaching bearing age,
releasing huge quantities of this oil
into world markets.

Globally, production of fats and oils
in 1976 is now estimated at 48.6 miilion
tons'—6 percent or 2.9 million tons
above this year’s rather poor showing.
The increase is based on Northern
Hemisphere crops already harvested
in last-half 1975, combined with esti-
mates for Southern Hemisphere crops
yet to be harvested in the first half
of 1976.

In the Northern Hemisphere, the
United States, Canada, and India all
registered net gains in oilseed produc-
tion, while the Soviet Union chalked
up a loss this year. In fact, the spurt
in U.S. production, spearheaded by
bumper soybean crops, will be responsi-
ble for about 28 percent of the annual
world increase. The 1975 U.S. soybean
crop at 1.52 billion bushels (November
estimate) is 23 percent higher than

! Data compiled as of November 19,
1975, Includes the oil equivaient of oiiseeds
apd animal and marine oils, caleniated on
the basis of assumed oil extrzction raies ap-
plied to that portion of each crop avalicble
for crushing and/or export and not actual
crushings.

1674's, an increase which transiziss
into an additional 1.3 million tons of
oil. On the other hand, U.S. cottonsesd
output, depressed by reduced couon
planting, will be just 3.2 miilion toz=s.
a loss of a fifth or 160,000 toms, oil
basis, from last yeuar.

In other northern areas. Canadz's
rapeseed crop at 1.6 million tons wiil
add 170,000 million tons maore i
to world supplies than last vear—a rise

will increase oil supplies by 28 percen
or 340,000 tens over last year,

Olive oil is following suit in 1975774
—an on-year for production—w:t
output projected to be roughly 200,004
tons or a sixth above the reducad
1974/75 harvest.

Bucking the trend is the Soviet Unizom
where a poor sunflowerseed crop of
probably less than 5.5 miilion 1c7s
will reduce oil supplies by a fifth or
$00,000 tons below 1974°s——a d2ficnt
likely to be remedied by imports of
Brazilian beans, but which will redice
exports of sunflowerseed oil in 1874,

L oT

oviNG To the Southern Hemisphere
M and crops not vet harvested,
outlook is as follows: Brazil—a
U.S. competitor—is ¢xpected to har
about 11.5 millicn tons of soybeans
April and May which will repres
310,000 tons of oil more ihan this
year's large volume-—a 20 percent gaio,
in fact. In the Philippines, copra ottt
is expected to total nearly 2.4 millica
tons—up 150,000 tons oil basis—or
more than 10 percent over this year's ¢x-
panded volume. Finaily, output in =2
five top palm oil producer-exporier
countries is forecast at 2.3 million tezs
—up 15 percent or 300,000 tons ovzr
this year's volume.

From this sharply higher productica,
world exports of fats and oils in 157%
are slated to expand by perbaps a ol-
lion tons to nearly 15 million—lar
volume in history. The wvast majomzy

t
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of the expected trade thrust will be in
soybean, palm, rapeseed, and coconut
oils, most of which are available for
export-—as cpposed to gains in olive and
peanut oil, which will be retained for
domestic consumption. Even with ex-
ports advancing strongly, however, the
2.9-million-ton production expansion
expected in 1976 for these oils means
stock may rise sharply in certain top
producer-exporter countries, with soy-
bean stocks probably heading the list,
But in spite of the predicted upturn
in total world trade, U.S. soybean and
oil exporis arc likely to be well under
the peak levels achieved during 1970-74
for the second consecutive year. In
1976, U.S. exports will account for only
12 percent of the oil trade growth—
compared with 58 percent of the annual
growth during the 19635-74 period.

NUMBER of factors cast a shadow
A on U.S. exports in 1975. Among
these were heavy gains in foreign avail-
abilities; high prices for most oils and
fats, which may have reduced foreign
purchases and caused some reduction
in consumer stocks, as well as consump-
tion; discounted palm oil prices, which
caused price-conscious consumers to
use more of this lower-priced oil;
economic uncertainty, high unemploy-
rment, and reduced réal incomes; and
sharply reduced U.S. tallow and prease
output, which cut export availability.

A key factor in this unusual year was
the sharp decline in the 1974 U.S. soy-
bean harvest. U.S. producers tended
to hold their soybeans in view of market
uncertainty. Poor growing conditions
affected the oil content of the 1974 U.S.
crop, causing some foreign customers
to purchase increased quantities of
Brazilian beans.

Vegetable oil prices have for some
time been in a cyclical downturn—in
relation to meal prices—a trend that
could be temporarily interrupted, but
that will probably continue next season.

This year, however, the situation is
a little brighter. Lower prices and im-
proved cconomic conditions could
boost demand and lead to a resurgence
of consumer stockbuilding. U.S. vege-
table oil prices have declined sharply
in recent months—a factor likely to
stimulate domestic demand. In Novem-
ber, U.S. prices averaged about 19 cents
per pound—Iless than half those of the
same month a year ago.

If palm oil prices remain significantly
under soybean oil prices, however,

Dacember 22, 1875

U.S. imports of palm oil will continue
to expand in 1976, although probably
less rapidly than in 1975. In 1975, the
United States took over 20 percent of
world palm oil exports, compared with
13 percent in 1974. Added to coconut
oil imports, this import surge reduced
U.S. soybean crushing and consump-
tion requirements in 1974/75 by the
oil fraction of 40 million bushels of
soybeans.

Next year, U.S. exports will probably
benefit from an expected rise in foreign
oil comsumption, although the lion’s
share will be taken from the 1.5-million-
ton projected gain in foreign production.
Apparent foreign consumption of oils
and fats is estimated at just under 39
million tons in 1975—350,000 tons
under 1974’s. Actually, however, con-
sumption probably remained about
level with 1974%s, owing to the large
stock levels that were built during the
1974 production boom.

In brief, the world seems to be enter-
ing a period of more abundant supplies
of fats and oils. Producers are likely
to continue to face increcasing produc-
tion costs, but prices are likely to be-
come more competitive, as producing
countries strive to move more of their
products into consumption.

In view of this, a closer look at the
competition is in order.

The largest single competitive element
that the United States faces in world
markets is the large increase in palm
oil exports being generated in equatorial
countries such as West Malaysia, Sabah,
Indonesia, and the Ivory Coast.

HE DIE was cast years ago when siz-
Table acreages of this tree crop were
established on plantations as an alter-
native crop for rubber. In recent years,
an increasing number of these trees are
coming to bearing age, while other trees
planted years ecarlier are already pro-
ducing larger yields as the bearing sur-
faces of the trees expand.

Most of this production expansion is
not used locally but exported instead.
Variable costs of production are rela-
tively low and the product has been sell-
ing at a substantial discount relative to
other oils such as soybean and cotton-
seced. The average oil palm plantation
in major exporting countries produces
over 10 times as much oil per acre as
an average acre of U.S. soybeans.

Part of the reduction in U.S. soybean
oil usage reflects the fact that large
quantities of palm oil have been im-

ported duty-free at discount prices,
Competition from palm oil will continue
for a good long while because many of
the trees have been planted since 1960
and the economic life of the trees is
approximately 30 to 35 years.

The majority of the cxpansion is
underway in Malaysia, where oil palm
plantings began to expand significantly
in the early 1960's, promoted in part
by rubber producers suffering the ef-
fects of declining rubber prices. The
success of these private oil palm plan-
tations stimulated additional plantings
and attracted the interest of the coun-
try’s economic planners.

Since the late 196(Fs, the bulk of
Malaysia's oil palm expansion has been
promoted by the country’s Federal Land
Development Authority, which has de-
veloped smallhalder estates with the aid
of foreign capital from several interna-
tional financial agencies. The United
States has traditionally been a significant
contributor to these agencies ,which pro-
vide funds for a variety of development
projects, including palm oil, in many
countries.

Brazil's expanding soybean output
has been the second largest single
source of competition for U.S. exports
of oils and fats in world markets. Bra-
zil's expansion basically has resulted
from four factors:

e Nearly one-half of Brazil’s soybean
crop is produced in Rio Grande do Sul,
where a large share of the area is dou-
ble cropped with wheat. Because of the
Brazilian Government’s desire 1o
achieve self-sufficiency in wheat pro-
duction, wheat acreage will likely ex-
pand and further gains from double
cropped soybeans are expected.

e Brazil during the past decade has
greatly expanded its cultivated soybean
acreage. Sizable areas, potentially suit-
able for soybean production, are still not
under cultivation, so that additional
acreage expansion from new land is
likely in future years if producer prices
continue to favor this crop.

- & Most Brazilian farmers, unlike
many U.S. farmers, prefer to grow soy-
beans rather than corn. Brazilian corn
yields on open-pollinated varicties with-
out nitrogen fertilizer are about the
same as bean yields, but prices for soy-
beans have been nearly double those
for corn, so Brazilian farmers make
more money producing beans than corn.

e Although most of Brazil’s produc-

tion gains have been from acreage ex-

pansion, yields have been trending up-
Continued on page 18
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U.S. Fats and Oils Exports

Continued from page 3

ward and further gains appear likely.
Brazilian soybean yields have in recent
years averaged about 10 to 15 percent
under U.S. yields, but that gap seems
to be narrowing.

In 1976, soybean acrcage expansion
in Brazil could get yet another boost as
coffee producers plant some of their
frost-killed coffee acreage in soybeans.
The Brazilian Government has guaran-
teed soybean growers a minimum price
of 75 cruzeiros per 60 kilogram bag for
the 1976 crop, compared with 60 per
bag in 1975. Thus, in current U.S. dol-
lar equivalents, Brazilian farmers will
receive a minimum of $4.07 per bushel
in 1976 compared with $3.89 a year
earlier. The small relative change re-
flects the fact that Brazilian currency
has been devalued against the U.S. dol-
lar by some 20 percent in the past year.

A third competitive factor, which has
been cyclical in nature, is the sharply
expanding copra and coconut oil exports
from the Philippines. This gain, which
largely reflects improved rainfall, is in-
creasing competition this year and will
continue to do so in 1976. Like palm
oil, a sizable part of this increase may
find a home in the United States if
prices remain strongly competitive.

Yet another factor: Canadian rape-
seed production is making a comeback
this year on increased acreage. Competi-
tion from this crop has been strong
from time to time in Japan, Europe,
and other markets. Finally, expanding
peanut production in Nigeria and Sene-
gal will likely lead to some stepped-up
competition in European markets.

Page 16

U.S. Exports to Hong Kong

Continued from page 8

percent above the previous year’s
1,888,000 hundredweight. Major com-
petitors continued to be the People's
Republic of China, with 13.2 percent
of the market; Taiwan, 6.8 percent; and
Israel, 2 percent.

By contrast, U.S. lemon shipments
to Hong Kong plunged 30 percent in
the second half of fiscal 1975, while
shipments of grapefruit remained
virtually static.

Belt-tightening contributed to sharp
declines in Hong Kong's wheat imports
in the last half of fiscal 1975—off 30.3
percent from fiscal 1974—but full year
takings of U.S. wheat were actually up
on a volume basis to slightly over 80,060
metric tons from 73,000 in fiscal 1974.
The U.S. growth came as share of the
market rose to a peak 76.1 percent in
July-December 1974 from 62.3 percent
in the same period of 1973. In the last
half of the year, the share stood at
71.9 percent. compared with 53.8 per-
cent in January-June 1974, but volume
of sales was down in that period, as
was value.

Local millers believe another 50.000
metric tons of wheat will be imported
in the first half of fiscal 1976, with
prospects for sales of U.S. wheat look-
ing good.

After making an unusually large
purchase of U.S. rice in the first hall
of fiscal 1974—61,344 tons, or 29 per-
cent of 2il imports—Hong Kong re-
duced such imports to only 500 tons
in the last half of fiscal 1975. The re-
duction came when Hong Kong re-

#U.5. GOVERNMENT PRINTING OFFICE:1975 211-407/23 1-3

turned to more normal buying patterns
after having made heavy purchases of
U.S. rice during the Asian rice shortfall.

As is traditionally the case, imports
from the United States over-
shadowed by those from the People's
Republic of China and Thailand, which
last year held 54.6 and 39.6 percent
of the market, respectively.

wWere

Prospects for sales of U.S. rice con-
tinue bleak for the first half of fiscal
1976 since the c&f Hong Kong price
of U.S. rice is about 390 per metric
ton above that for Thai rice.

Hong Kong has also recen!ly cut back
on its imports of fresh, chilied and
frozen chickens, as well as on takings of
poultry wings—the main product mov-
ing from the United States. Imports
of the latter declined from a peak
6,452 metric tons in January-fune 1974
to 5,548 tons in the same period of
1975, while U.S. share of the market
slipped from 71.2 percent to 63.5 per-
cent. Major U.S. competitors were the
Netherlands, West Germany, Canada.
and Denmark,

On the bright side, U.S. ezgs moved
to Hong Kong throughout fiscal 1975
after having gained a small foothold
in that market a vear earlier. During
fiscal 1975, Hong Kong's imports of
U.S. eggs totaled around 166,000 gross,
or about 2.5 percent of total imports,
The People’s Republic of China, by
contrast, dominated the marker, supply-
ing close to 90 percent of all egg im-
ports in fiscal 1975. Other suppliers
were Thailand and South Korea.

—Based on a dispatch from
Harorp C. CHAMPEAU
U.S. Agricultural Officer, Hong Kong

Fereign Agriculiure
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SUMMARY

With lower soybean prices and some pickup in
economic activity, the demand for U.S. soybeans is
gtrengthening both here and abroad. U.S. use
during September-December 1975 was up a fifth
from the previous year's depressed levels, as both
crush and exports gained. Nevertheless, soybean
supplies are record large, and a sharp buildup in
carryout stocks is anticipated.

Prices received by farmers for soybeans dropped
about $1 per bushel during September-December to
$4.28 in December. Prices over the balance of the
year probably will fluctuate within a relatively
narrow range, averaging below the $5.37 received
during February-August 1975. The outlook for 1576
U.S. soybean production, developments affecting
demand, and the size of the 1976 Brazilian soybean
crop to be harvested during April-May all lend
uncertainty about the course of U.S. soybean prices
the rest of the year.

" Early January planting intentions indicate
about 51 million acres (20.6 million hectares) of
soybeans will be planted this spring, 3.6 million or

7 percent less than in 1975, Plantings are expected
to be down in the Corn Belt where soybean/corn
price relationships favor corn. However, cuts are
also being made in the Delta and Southeast where
prospective cotton acreage is up sharply. Even
with the anticipated cutback in acreage, soybean
supplies in 1976/77 will be adequate, assuming
normal 1976 yields, because of the large carrydver
in sight next fall.

Soybean supplies for the current marketing year
total 1.7 billion bushels, a fourth more than in
1974/75. This consists of the 1975 soybean crop of
1,521 million bushels and carryin stocks last Sep-
tember 1 of 185 million. Acreage harvested was up
slightly, but yields per acre were record high—28.4
bushels, or 5.2 above the drought-reduced 1974 har-
vest.

With record supplies and somewhat lower prices,
soybean use this marketing year is expected to
total around 1.4 billion bushels compared with 1.2
billion in 1974/75. The rates of economic recovery
and expansion in the livestock and poultry indus-

Approved by the Outlook and Situation Board
and Summary released January 30, 1976
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tries are contributing to expanded soybean utiliza-
tion. Also, U.5. soybeans are facing tough foreign
competition.

The soybean crush in 1975/76 is forecast at
around 800 million bushels, up some 100 million
from last season. Through December the crush
totaled 277 million bushels, 17 percent ahead of
September-December 1974. There has been a sharp
recovery in the domestic use of soybean oil and
meal, but exports are lagging year ago rates. Soy-
bean exports this season are estimated at around
500 million bushels, compared with 421 million

“shipped in 1974/75. Inspections for export through

late January were running a fourth ahead of last
yvear’'s rate. Most of the increase is to West Euro-
pean countries where livestock and poultry feeding
has picked up in response to relatively low meal
prices compared with those of feed grains.

Soybean o0il supplies are now estimated at
around 9.2 billion pounds, up a billion from 1974/
75. Domestic disappearance so far is up 12 percent
and for the entire marketing year may reach 7.2
billion pounds compared with 6.6 billion last year,
Exports during October-December were down 60
percent and for the year likely will drop well below
the 1974/75 level of 1.0 billion pounds. Increased
foreign supplies of competitive oilseeds and fats
and oils—mainly palm and coconut oils—along
with reduced P.L. 480 shipments, are bearish fac-
tors, Based on these prospects, soybean oil stocks
by next October ] would rise to over a billion
pounds compared with 0.6 billion on October 1,
1975, Soybean oil prices (crude, Decatur) have
declined from 21 cents per pound in October to 15
cents in late January. A year ago they were at the

33-cent level. Prices probably will stay relaiively
low the balance of this marketing year as stocks
remain large.

Soybean meal output for 1975/76 may reach 19
million short tons, more than 2 million above last
vear. Domestic use is expected to exceed 14 million
tons, up nearly 2 million, as livestock feeding picks
up in response to more favorahle feeding rz:ios.
Exports may increase some from the 4.3 million
ton level of 1974/75. Soybean meal prices (44 per
cent protein, Decatur) remained relatively s:able
during October-January averaging about $125 per
ton compared with $145 last year.

Cottonseed oil supplies, at 1.2 billion poundsz. are
15 percent below 1974/75. Domestic use may :otal
(.5 hillion pounds and exports 0.6 billion pounds,
leaving small carryover stocks. Because of the
smaller supplies and relatively strong demand. cot-
tonseed oil prices have commanded a higher than
usual premium above soybean oil. During October-
January 1975/76, crude oil prices in the Mississippi
Valley averaged 23 cents, 5 cents above soybean
oil but sharply under vear-earlier levels. _

Commercial lard production is running a fourth
probably will drop below a billion pounds, some 15
percent under 1974/75 and the lowest on record.
Hog slaughter during October-Idecember was oif a
fifth and yields per hog are down 2 pounds.
Domestic use and exports are both trailing vear-
earlier rates. Despite the relatively tight suppiv sit-
uation, lard prices (loose, Chicago) declined from
around 35 cents per pound in October to 17 cenisin
January. This is associated with the general drop
in all edible fat and oil prices.
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SITUATION AND OUTLCOK

1976 Soybean Planting Intentions Down

Based on the USDA planting intentions survey
as-of January 1, farmers will seed 51 million acres
to soybeans in 1976, compared with 54.6 million in
1975 and the record 56.7 million in 1973. Early
season plans indicate acreage would be down 6 per-
cent in the Corn Belt States and 8 percent in the
Delta and Southeastern States where prospective
cotton acreages are up sharply. Prospective 1976
corn acreage, at 81 million, is up 3 million from
last year, while planned acreage of upland cotton,
at 11.2 million, is up 1.6 million.

The shift in plantings from soybeans to corn
and cotton reflects the more favorable price pros-
pects for these commodities relative to soybeans.
The soybean/corn price ratio of 18 to 1 in
December 1975 favored corn plantings, and the
prospective March 1976 price ratio (based on
futures prices) is the same. A ratio of about 2% to 1

‘would be favorable for expanding soybean plant-

ings. Cotton prices also are more favorable this
vear than last, while soybean prices have declined.
In late January spot cotton (1 1-16 mid Memphis)
was H6 cents per pound compared with 36 cents a
year ago. On the other hand, spot soybean prices
(No. 1 yellow, Chicago) were $4.48 per bushel in
late January versus $6.16 the same time in 1975,

The 1976 feed grain, wheat, and upland cotton
programs have no set-aside requirements and no
land will be removed from production under these
programs. So with full agricultural production, the
compelition for acreage among soybeans, feed
grains, cotton and other crops reflect alternative
economic prospects for these crops.

Flaxseed acreage would drop in 1976, by around
16 percent if January planting intentions are car-
ried out. Flaxseed supplies are relatively small this
marketing vear, but prices to farmers have fallen
sharply along with other domestic oilseed crops.

The above early season plans will be resurveyed
in a later report to be released April 15 (March in
former vears). This report will indicate farmers’
planting intentions just as the season gets under-
way. Last year, soybean farmers trimmed their
acreage plans from 57% million in January to 56.6
million in March, while 54.6 million were actually
planted.
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SOYBEANS

Record Supplies Resulted in Price Declines;
Farm Storage Up Sharply

The 1975/76 soybean supply totals 1,706 millon
bushels (46.4 million metric tons), some 23 percent
more than the previous season’s and a new record
high. i
The 1975 soybean crop totaled 1.521 miliicn
bushels, the second largest crop of record
Increased acreage and higher yields resulted in the
increased production. The 1975 production was 25
percent more than 1974's but 2 percent less i=an
the 1973 record crop of 1,547 million bushels. The
U.S. yield averaged 28.4 bushels per acre. :he
highest of record, and compares with 23.2 buszél
for 1974 and 27.7 bushels for 1973. Farmers
p]ant’ed 54.6 million acres, an increase of 2 percent
from the 1974 crop but 4 percent less than the
record 1973 crop. Rk

Favorable weather allowed harvest to progress
faster than usual. Three-fourths of the U.S. soy-
bean crop had been harvested by November 1 com-
pared with 68 percent by November 1874 and 65
percent on the average. By the end of November 35
percent of the crop was harvested, stll sligz:ly
ahead of both 1974 and the normal pattemn.

Prices received by farmers for soybeans during
harvest fell $1 a bushel, from $5.32 in Septembe- to
$4.28 in December. During these harveszng
mionths prices averaged about $4.75 per busie
compared with $7.50 in September-December 1:-74.
While soybean use during these months ran a =ith
above 1974, supplies outpaced demand. There s no
government price support program for soybeans
this marketing year.

Sovbean stocks in all positions totaled a record
1,246 million bushels on January 1, 1976, uc 28
percent from a year ago. Farm stocks, at 531 mil-
lion, were up 20 percent. Off-farm stocks, at 963
million, were 32 percent above a year earlier.

wn

Total soybean disappearance for the 1575 76
marketing vear is estimated at 1.4 billion bus-e
up about 15 percent but still less than the 1373
crop. As a result, carryover stocks next =ep
tember 1 will rise, possibly to around 330 milion
bushels.
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ARFAS, CROFP YEARS 1973-75

PRODUCTION

NORTH CAROLINA
SOUTH CAROLINA
GEORCLA
ALABAMA

TOTAL SOUTHEAST

KENTUCKY
i ESSEE
MIS SIPFP1
ARKANSAS
LOUISTARA
TOTAL SOUTH CENTRAL

OH10
INDIANA
TLLTROIS
TOWA
M1ssbURT
MINNESOTA

NOETH DAKOTA
SOUTH DAXOTA
NERRASKA
KANSAS

TOTAL WESTERN CORN BELT: 3,0%.

ALL OTHER 2/

UNITED STATES

PR FER BLSIEL

5 VALVE OF FRODUCTLO®

1971+ 1974 :1975 1/

1973 @ 1974 =1975 1/

1973

3 4978 1975 L

=~MILLION BUSHELS--

~=DOLLARS

--"JI LION DOI.'LP.RS--

1/ FRELIMINARY,

2/ NEM YORK, NEW TEASEY,

1,450 1,40 23.0 34,8 30.5 32.7 5.58 6.81 4.65 19L,2 207.9 151
+ 1,250 P 22.0 23.8 23.1 30.4 5.75 6.69 4.55 136.6 154.7 13
: 950 1,67 25.0 26.0 25.8 31,5 5.58 6.84 4,55 11,3 176.2 14
i 24.0 20.4 23,5 31.4 5.64 7.01 _&4.E5 114.9 164.5 .
: 23.5 99,0 10Z.9  126.0 5,68 6.84 4.60 537.0
: 26.5 29.1 28.1 31.8 5.64 6.84 4.70 164.0
: 24,5 36.9 31.9 45,3 5.48 7.07 4,55 62.2
: 22.0 60.5 462 68.6 5.69 6.94 4,65 344.2
: 24,0 116.2 81.7 112.8 5.66 6.56 4.55 638.0
24.0 34.8 440 ° 437 5.67 7,12 4.70 197.1
23.8 7.9 2ale 302.2 5.63 6.99 4.63  1,563.5
32.5 89.8 79.8 100.8 5.71 6.73 4.65 512.5
33.0 135.1 97.2 119.8 5.2 7.035 £.70 773.0
15.5 281.3  202.6 291.8 5.84 6,49 4.70  1,642.B
34.0 263.5  199.1 237.0 5.65 6.36 4,60 1.«85.5
25.5 126.9 63,5 114.0 5.68  6.54 4.60 720-8
26.0 127.3 __ 84.0 92.8 5.61 6.26 4.70 714.2
31.9 1,023.9 75k.2 956.2 5.70 6.57 4.66 5,652,
3 218 195 5.1 2.9 2.9 5.50 6.00 4.50 28.2
: 396 25.0 9.5 7.4 8.4 5.45 6.54 4.50 51.8
1,210 27.0 16.3 28.0 a%.2 5.37 6.22 4.55 194.9
1 1,200 20.5 26,4 20,1 22.1 5.R7___ 6.3 4,50 149.7
3,024 3.8 R 58.4 66.6 5.50 6,28 4.51 424,86
;. 3,R12 2,671 2,790 ___25.7 7.5 25.2__ 68.5 5.4 70.4 5.51 6,71 L.4E 387.5
55,756 468 53,606 27.7 292 28.4 1,547.2 1,214.8 1,521.4 5.68 6.64 4.63 B,786.7 &,069.6 7,043.%
PENKSYLVANIA, MITEIGAN, WISCONSIN,

TABLE %+=-SUYBFANSS Uasde

DELAWARE, MARYLAND, VIRGINIA, FLORIDA, OKLAHOMA, AND TEXAS,

SUPPLY AlL DISPGSLITIUN, 1955-T75
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nlnu 8 PRO- H GUY e RNAL H t TuTAL: USEL FBR SEED t TUTAL :EXNPUARTS: O15-
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1955 2 3T3.7 13.2 bed 1.2 Futs 22a5 39043 261e%  25eb lald let —2ab 3066 T b8ab  3T5a.:
LY 50 P 445,33 (ULY 4 .l wl £1.0 a70.3 Aliet et 1.20 1.7 13e3 355.0 63aT 4387
1357 I 4834 gl 642 1.4 Tat sl.b 515.0 350.9 2945 lalT 1a5 1.9 383.8 Eoeh 47d a2
JEET : S0U0ed i8el lea? e — lbets  4clen ©23.U 1%ben 2la4 1.17 2ol 4302 105,00 535.4&
199y D 532449 £3.0 EETE JI l4ed SUat Hleo 620417 d98. U dYa 3 Lle 23 a3 Ged 4290 139.4 500
lyou 2 535.]1 36,9 .l l4.5 S5lal €00.Y CAVI-P § 32«3 117 1.3 S5a2 44541 134.7
Ls6l i 6Tbet diel i S 71 705.7 qil.% 33.3 lalT 13 12.0 4T5.0 145 .4
1962 L 6L9:2 19.8 41. 0 o4 58.5 Toed Talad 472eb 34 ety 117 lal iceb 52le 0 13045
ivol 3 09%es  wlec 2as 2ed 4a b 46,0 Tabal 4i6. B G0 lelé 5 170 45047 16Ta2
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IR T 3 YeHad 350 = —— — 35.6 Yhb.l 555 & 4.l lal> .5 5.0 Sllat 2tl.b
isod I STba4 S6al Tes 21e G S5all YGal 1D00LS STeeh  4Hat ls15 .Y Tal t33e 6 Zobet
19ue 3 1l07.0 vo.4 PRI e Glab 13T.5 l66ed 1274.3 bUSeS 413 1.11 .9 546 LH5.T 2BLad
1469 I 1)3del iUeD L7law o/&le%  103ad 330en  3dGed 145949 Tslad 4d.2 lald -9 10«48 7575 432.6
1470 3 Llelal 3249 15Us2 5al Glet L9GeY £294E 135049 TJolal fHb.l lalkl a1l 15.0 82443 53343
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PAILM OIL: ISSUES AND QUESTIONS

Background

3. During 1975 the United States imported 436,000 tons of palm

0il. This represents an increase of 133 percent over 1974 palm oil imports
of 187,000 tons. |

2. This dramatic lncrezse in palm oil imports occurred at a time
when the United States harvested a bumper crop of soybeans. Although scy-

beans are grown primarily for the high-protein meal contained in them,
which is used as a livestock feed, soybean o0il is a valuable by-product
(Table 1), A decline in the price of soybean oil affects adversely the
oilseed crushing industry ahd the soybean preoducers. In January 19?6.the
US Department of Agriculture released a report on this issue under the

title: Palm 0il, Historical Perspective and Future Prospects. The main

findings of this report surfaced a few days later in the US press. The
following are two examples:

(a) Dan Morgan in the Washington Post (February 1, 1976) says

‘that "A sharp increase in the volume of palm oil imported
intq the US has caused the US Agriculture Department to
recommend that the Government reverse a long-standing policy
of helping poor countries plant palm trees and build process=
ing plants...The Department warned that dufy-free imports of
the relatively cheap palm oil will severely hurt US soybean

cotton farmers." The Washington Post adds that "A Treasury

Department official said the Government would look with

tskepticism' on any new requests (of assistance) pending



the completion of an Agriculture Department study of the
impact of the global palm oill boom".

(b) The Journal of Commerce (February 2, 1976) carried a

Commodity News Service stery saying that "State and
Treasury Department sources confirm that their commodity
experts are looking at the question of palm oil imports,
including the possibility of ending or limiting US aid
programs that help foreign palm oil producers". According
to this report, the experts "who make interagency food
policy are examining US bilateral aid programs that help
foreign palm oil producers and the position the US should
take on interantional agency programs that do the same

thing",

Issues and Questions

3. Which are the major palm oil producing countries?

Almost half of the world's production of palm oil comes from
Malaysia and Indonesia., Nigeria, Zaire and the Ivory Coast together
pgééﬁce abouvt a third of the world's production (Table 2).

L. Why do Malaysia and Indonesia dominate the supply of palm o0il?

First, palm oil acreage_éxpanded mainly in response to a decline
in natural rubber prices during the early sixties. Then, in Malaysia
and Indonesia, most of the palm oil is produced on est: 3. Yields on
estates generally exceed those of wild groves in many West African coun-
tries. The bulk of palm cil is thersfore likely to come in the future
from countries where estates (this includes small holder estates) dominate

the palm oil production.



Ba In what way does palm oil affect the US soybean producer?

Soybeans contain roughly 17 percent oil and 80 percent high-
protein meal. Both commedities are simultaneously recovered in the
extraction process. Soybean meal is a major component in livestock
feeds; soybean oil is used mainly in the manufacture of cooking oils,
margerine, shortening, and varioﬁ; noﬁ;food products. Technically,
most fats and oils are interchangesble. However, cost of refining and
specific end-use requirements limit the range within which individual
fats and oils can be substituted. Technological improvements in the
refining of vegetable oils brought palm o0il into close competition with
soybean oil, rapeseed oil, and lard and other lower-priced fats and oils.
(The correlation coefficients computed from prices for major fats and oils
shewn in Table 3 illustrate this point.)

6. Considering the hipgh degree of interchangeability among commodities
in this group, it could be argued that a change in the supply of any |
individual fat or oil will affect the prices of its competitors. As the -
supply of an oil increases, ifs price declines and manufacturers of margerine,
shortening, soéps, etc. will substitute the cheaper oil for more expensive
ones--within the limits of their product spscifications. This is the under-
lying cause for the recent surge in US palm oil imports. The immediate
impact of these imports was a deciine in prices for soybean oil and--to a
lesser extent--for soybeans. |

Te | Wasn't the drop in soybean prices accentuated by the gharp

increase in soybean supplies?




-

Recent estimates put the US 1975 soybean crop at L1.3 millicn
toﬁs, the second largest after the 1973 second crop of L2.1 million tons.
This crop reflects favorable weather conditions which increased average
yields by 17 percent. US farmers had expanded their soybean acreage only
at 2.4 percent. (lNote the importance of weather on soybean output.) The
following table shows that most of the other major soybean producing countries

recorded also significant increases in soybean production.

World Soybean Production ('000 tonnes)

% Change
1970 1971 1972 1973 1974 1975  197L-1575

TOTAL L1,809 L3,554 L7,L451 57,341 51,976 61,273 €179
of which:
UsA -30;675 32,006 3L,581  L2,108 33,569 L0,110 - +19.5
Brazil 1,505 2,077 3,666 5,000 7,500 9,600  +28.0
China - 6,900 6,700 6,300 6,700 7,000 7,200  + 2.9
Indonesia 158 L75 518 507 sél 575 + 2.0
Mexico 2Lo 250 375 510 - L20 5LO +28.6
Argentina 27 59 78 272 L55 L85 + 2,2
USSR 603 585 258 L23 360 100 A [
Source: AGRA - Europe
8. What are the long-term market prospects for palm oil?

Supply. The follewing table provides an overview of the supply
of major fats and olls. According to these projections, soybean oil will
continue to dominate the fats and oils market. Palm oil will increase its
share from 6.6 percent in 1975 to 8.7 percent in 1980. Preliminary pro-

jections by the Bank's staff put the market share at 10.1 percent in 1985.



Tsble : WORLD PRODUCTION OF SEIFCTED OII
I TZL OILSEEDS, FATS AMD OTLS (TFAT OR 0T TALEY
ACTUAL 1560, AVFHAGE 1967-69, ”0“-‘ TROJECTED 1'380(!, 168y & EQUWAL Rl

(Irn 1000 Metric Tons)

. 1950 l%i°—37 igrs ? 1750 1985
Fat/0i1 1000 MT % Share 1000 M7 < Share 1000 MT @ Share 1000 MT € Share 1050 1 ¢ Share
Soybean 041 3,255  12.3 5,358 1%, 550 19 2 22.! 500 2
Sui\.ﬂnwerseed 0il 1,¥5> 6.2 3:2?2 ‘[D}g f 6')2 "92 1> 9"" cgv‘é 12’:53 Lg.?‘
Cottonseed 011 165 Ba 2,30 4.7 3008 68 . 3io  E) 3100 6L
Greundmit 031 2,,JJ 9.6  3,2i8 o 3205 7.3 3600 63  om o
Rapessed 011 1,200 LI 1,655 L8 2,95 5.5 2800 5.2 3006 ¢ oo
ng;eogi* %,;;g t.# i ;gg 2.5 1,500 3.k 1.600 3.0 1,700 2.9
Palr 0i1 ; 138 (0 2,925 8.6 L.600 t 9 2
Coconut 011 1,95 7.3 2,072 5.9 2,515 5.7 3,000 3.2 5’538 12'£
Palm Kernel 011  LLO 1.7 383 1. &5 1.6 900 3.7 1.000 1.9
Fish 011 ez 1.7 2,088 3.0 1,20 2.8 2,300 2. 1000 2.l
Butte: 3,855 L LA 16 5035 115 530 0.0 5500 ek
Tallow 3,00 WL L2288 12,2 5085 2.k %0 102 2aco 1001
Tard 3,79 g 3,988 1.5 3,950 8.9 Lo 7.7 L300 7.3
TOTAL 26,710 100.0 34,658  160.0 Lh,h20  100.0 53,200 1€0.0 58,300 100.0

Sources: USDA: 1560-69
: IERD: 1875-8%

EPLCE
March 5, 1976

The following table provides an overview of the interna-
tional trade in fats and oils. It shows that palm oil exports will more

than double during the next 10 years (1976 to 1985).



Tatle WORLD EXPORTS OF SFLECTED OTLSEEDS, FATS AND OILS (FAT OR CIL EQUIVALENT),
- LCTUAL 1960, AVERAGE 1557-69, 1975 PROJECTED 1980 AnD 1585
(In 1000 Metric Tons)
1560 1967-59 1975 : 1580 R _’.‘Lh::u; .
rat/oil 1000 ¥7 € Share 1000 M7 ¢ Share 1000 P ¢ Share . 1000 ¥T ¢ Share 100C M £ Share
- Sevbean 0il 1,L00 19.6 1,991 19.8 3,565 27.1 L,90C 28.4 5,190 22.3
Sunflcwerseed 01 2L5 3.3 1,138 11.3 765 c.8 1,250 7.2 1,200 .2
Cottonseed 03l 2ol lg,d 226 243 L2g 3.2 L60 2.6 gid i.
Groundmut 0id 326 11.L 1,037 10.3 745 ‘5.7 gLo 5.5 ,70 48
Rzpessed 0Qil 92 1.3 L39 L.k 7L5 5.7 920 s.L 1,020 c.2
0live 0il 69, 1.0 82 0.8 63 0.5 100 0.6 110 1g.g
Palm 0il 587 8.1 607 6.0 1,800 13.7 2,780 16.2 3,5@3 18,
Cocormt 011 1,152 15.9 1,182 ol B0 1,Les 10.8 1,650 6.6 1,750 g.g
Palm ¥Xernel 01l Lo7 5.6 299 3.0 396 2.0 Lz0 2.1 L35 ".0
Fish 0il 222 3.1 672 6.7 600 L.6 7L0 L.3 750 i
Buiter L26 5.9 sl 5.1 17 5.5 790 L.6 830 L.3
Tallow 1,076 1L.9 1.kLy 1L.L 1,h00 10.7 3,820 10.6 1,950 10.0
lard Lo7 5.6 LOS L.1 Lgo 3.7 LLo 2,6 Léo 2.k
TOTAL 7,243  100.0 10,0L3  100.0 13,136 1C0.0 17,210  100.0 19,L65  100.0
; EPICE '
Sources: USDLi: 1960-59

7 March 5, 197
IBRD: 1975-85

Qggggg. Per capita consumption of fats and oils depends
largely on incomes. In many developing countries consumption is less
thaﬁ 5 kilograms. In most developed countries it ranges from 25-30 kilo-
grams. OStatistical analysis of the fats and oils consumption pattern shous
that demand increases rapidly at low income levels. Thus, considering
the population in developing countries, even a small increase in their per
capita incomes would create a large potential market for fats and oils.
Yet, whether those countries will be able, in the future, to translate
fhis potential demand for fats and oils into an effective demand remains
uncertain. Considering that fats and oils consumption in many deveioped
countries will expand only by a small percentage in the future, a large
portion of the world's fats and oils supplies will have to be marketed in

developing countries. Otherwise, prices for all fats and oils would drop
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sharply. Considering, in addition, the low production costs of palm oil,
such a drop in prices would affect primarily returns to the production of
higher-priced oils. The large increase in palm oil supplies during the next
five yéars_(19?6~80) will place Malaysia just behind the United States as thé
“;dorld's second major exporter of fats ana oils.

Prices. Bank's staff projecits a decline in the general price
trend (in real terms) for all fats and oils during the first 'part of the
next decade (1975-80). The major assumptions underlying this projection
are:

(a) An oversupply of fats and oils caused by: (i) the rapid

acreage expansion of oil bearing tree crops in recent years,
and (1i) the growing demand for oilseed meals 1/
(b) A declining market potential for fats and oils in developed
countries, where consumption approaches the saturation level.
An increase in the demand for fats and oils in these countries
is likely to come only from the development of new products
or end-uses.
The price trend for fats and oils during the second half of the next decade
(1980-85) will depgnd largely on the capability of developing countries
to absorb the projected increase in fats and oils. For this period, the

Bank's staff projects a slight rise in the general trend of price for fats

1/ Most oilseeds contain oil and meal in fixed proportions. The crushing

T process separates these two products. Because they are joint products,
the demand for either product increases simultaneously the supply of the
other one.
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and oils. This prejection rests on the assumption that producers will
reduce plantings in response to declining prices during the first half of
the decade, and that developing countries will absorb an increasing share
of the total output of fats and oils.

9. What is the impact of Bank lendingz for palm oil on the fats and

oils market?

During the past decade; Bank loans for oil palm projects totalled
about US $2L0 million. The combined output of palm oil from these pro-
jects is projeeted at L30,000 metric tons for 1980 and 610,000 metric tons
for 1985. The Bank's staff projects world production of palm oii to
increase from 2.7 million metric tons in 197L to L.6 million metric tons
by 1980 and 5.9 million metric tons by 1985. Thus, the share of palm oil
produced by Rank-supported projects in total world production of palm oil
would be 9.l percent in 1980 and 10.1 percent in 1985.

Considering that the share of palm oil in the total production
of major fats and oils 1/ is projected to increase from 6.6 percent
in 1975 to 8.7 percent in 1980 and to 10.1 percent in 1985, the increase
in total world supplies of fats and oils that is due to Bank-supported
projects would amount to only.O.B percent of the world total in 1980; in
1985, this increase would amount to slightly more than 1 percent of world
totél supply of fats and oils. Only a small portion of the palm oil is
consumed in producing countries. The Bank's lending for palm oil has
therefore a scmewhat stronger impgdt on the international trade in fats
and oils. Considering that about 75 percent of palm oil from Bankfsupported
projects move into export markets, this would 'ncrease total exports of

major fats and oils by 1.9 percent in 1980 and 2.4 percent in 1985.

}/ These include soybean oil, sunflower oil, cottonseed oil, groundmut
0il, rapeseed oil, olive oil, palm oil, coconut oil, palm kernel oil,
butter, tallow and lard. 5




10, Why does the World Bank finance oil palm projects in developing

countries?
The Bank finances projects that are economically sound and which

improve the economles of developing countries. For many countries in the

tropical region, oil palm is the most profitable agricultural crop. The
expected economic rate of return on the Bank Group projects has ranged from
7 to 17 percent in the Western African countries and from 16.toc 20 percent
in Malaysia and Indonesia. These economic rates of return reflect not

" only the Bank's market outlook for palm oll but also its low production
costs compared with other fats and oils., (Higher yields from new palm
varieties would reduce production costs even further and encourage further
investments in palm oil.)

11. Isn't most of the palm oil from Bank financed projects for

domestic consumption?

Some rough calculations show that about 75 percent of the palm

0il from Bank financed projects would {low into export markets.
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Table! ; SOYBFANS:

PRICE AND VALUE OF ITS PRODUCTS, 1955-7L

01l rMeal Total Crop Difference
Year Price Valua/1 2 Total rice Value/?d % Total Value Price Difference as % of
US Dollars/MT Value US Dollars/MT Value US Dollars/NT Totzl Value
1955 295 51.63 38.6 102 82.11 61.4 133.74 111 22. 7 17.0
56 3Lk £0.20 3.3 98 78.89 56.7 139.09 112 27.09 19.5
57 320 56.00 L3.6 90 72.45 56.4 128.L5 106 22,45 IT.5
58 261 L5.68 38.1 92 7L.05 61.9 119.74 ol 25,74 21.5
59 21 L0.78 3L.8 g5 76.18 65.2 117.26 95 21.26 18.1
1960 225 39.38 35.0 91 73.26 65.0 112.64 92 20.64L 18.3
61 283 L9.53 38.1 100 80.50 61.9 130.03 109 @03 16,2
62 218 38.15 30.9 106 85.33 69.1 123.48 101 22.48 18.2
63 215 37.63 29.3 113 ©0.97 70.7 128.60 110 18.60 1L.5
&l 228 39.90 0.7 112 90.16 69.3 130.06 113 19.06 1h.7
1965 265 L,6.38 33.L 115 92.58 £5.5 138.95 116 22.96 16.5
66 259 45.33 1.2 12l 99,82 65.8 1L5.15 127 18.15 12,5
67 216 37.80 28.3 119 95.80 1.7 133.60 11l . 19,60 1L.7
68 178 31,15 2Ll 120 96.60 75.6 127.75 110 17.75 13.9
69 158 3L.65 27.1 116 §3.38 2.9 128.03 107 21.0% 16.4
1970 289 50,58 33.5 125 100.63 66,5 151.21 121 0.2 20.0
71 30L 53,20 34.8 12l 99.82 65.2 153.02 128 25.02 16.4
72 21,0 L2.00 276 137 110.29 72.4 152.29 146 6.29 L.l
73 L30 75.20 22.6 320 257.60 17k 332.80 235 97.80 29.L
7h 795 139.13 L5.7 205 165.03 5L.3 304.16 277 27.16 8.9
1975

/1 Based on an oil content of 17.5 percent.
‘2l content of 80.5 percent.
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 Source: IERD
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Table - Palm 0il Production in Major Producing Countries, Five-Year Averages
= and Percentage Shares 1955-74 1/
Country 1955-59 1950-ck 1965-59 1970-T74
1000 MT Percent 1000 I Percent 1000 MT Percernt 1000 MI' Fercent
Western Africa 536.06 46,69  763.6L 59.9% 750.98 55.88 995.23 L3 02
Nigeria L33.26 37.7%  L97.95 39.09 L3160 30.9% 53%3.50 23.06
Ghana - 32.20 2,53 Lz.z0 3.53 61.00 2.64
Liberia 39,94 3.48 Lo.L8 5.18 hi.z20 2.96 7.00 0.30
Sierra Leone - ‘ 36.20 2.84 41 Lo 2.97 58.00 2,51
Dahomey 13.80 1.20 38.80 3.05 %2.92 2.36 L2, 60 1.84
Ivory Coast 7.06 0.61 22.86 1.79 30.50 2.19 91.48 3.95
Togo 1.38 0.12 0.66 0.05 2.80 0.20 L:70 0.20
Cameroon 18.50 1.61 38.64 3.05  u48.36 3.47 57.60 2.49
Cent.African Rep. 0.14 0.01 0.88 0.07 0.6% 0.05 0.50 0.02
Congo, PR 2.90 0.25 6.62 0.52 6.18 0.4h 6.14 0227
Eq. Guinea 2.28 0.20 G = 0.24 3.9 0.28 L.16 0.18
Gabon - . - ' 1.56 0.11 2.3 0.11
Gambia 0.k 0.04 1.h42 0.11 2.08 0.15 2.02 0.09
Guinea - 8.80 0.69  13.80 0.99 . Lo.ss 175
Guinesa-Bizsau - 6.40 0.50 3.c0 0.57 8.00 0.35
S¥o Tome/Principe 2.26 0.20 1,78 0.14 1.18 0.08 0.99 0.04
Angola 1k.10 1.3 26.80 2.10 35.60 2.55 74,60 3,95
Eastern Africa 225.80 19.67 225.04 17.67 172.58 12.38 182.82 7.90
Tanzania 0.10 0.01 0.32 0.03 0.78 0.056 1.64 0.07
Burundi 1.b2 0.12 1.00 0.08 1.00 0.07 1.00 0.04
Zaire 224.28 19.54 223,72 17,56  ¥70.80 12.25 180.18 7.79
Latin America - Caribbean 17.56 1:53 27.67 2.18 55,48 3.8k g2.16 3.98
Frazil = 4.8 0.10 0. 28 0.73 6478 0.29
« Colorbia - 0.01 0.00 9.72 0.70 . 38.62 167
Costa Rica 3.36 0.29 6.00 0.h7 10.00 0.72 1L .44 0.62
Fcuador - 0.4 0.0k 2.52 0.18 - 6.00 0.26
Honduras - Llg 0.09 1.40 *0.10 7.28 0.32
Mexico 11.92 1.04 13.36 1.05 13.00 0.95 11..32 0.49
Paraguay 0.78 0.07 3.9 0.31 5.2 0.37 T.72 0.23
Venezuela 1.50 0.13 1:50 0.12 1. 56 o P
East Asia - Pacific 218.64 19.05 256.00 20.10 L16.86 29.99 1,0L43.31 45.10
China Rep. - - = Lo.00 1.75"
Indonesia 155.22 13.52  147.52 11.58 176.k42 12.65 273,72 11.8L
Malsysia 63.42 5.53 108,48 8.52  2Lo.Ly 17.25 ~ 728,10 31.L7
Philippines - - - 1.k9 0.06
Others 149, 9l 13.06 T A W
World Total 1,148.00 100.00 1,.273.82 100.00 1,393.90 100.00 2,313.52 100.00
1/ Production data for 1070 and 1975: IBRD estimate.
Source: FAQ
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. CORZELATION METRIX OF PRICES FOR SELECTED FATS AND OILS

Sun- Gfﬁund- Cotlon epe Coco- Palm

Fat/oil flower nut scead - secd 0live Palm nut kernel Fish Butter Tallow il gt
Scvbean GG 7 .95 .98 32 97 L .8% .95 .AG .99 ok
Sunflowei ' .98 .94 .98 .G2 .97 .80 8” .95 e LGl .02
Oroundnut .97 9L Lol .05 il .85 .93 «Th ok e
Cotton saed .92 .93 9L AL +85 91 .65 .62 "
nane seod .88 .95 .75 .81 .93 .63 .62 .97
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THE PROBLEM OF PAIM OIL

Impact on American Commerce and Agriculture

Every American President since John F. Kemmedy has emphasized the economic
interdependence of the United States and other nations. But Americans are still
not adequately informed about the impact of many international economic forces
on the prices they pay and the quality of goods they purchase. A dramatic
example of that impact is now in the making: the prospective effect of imported
palm oil on domestic food markets.

Today, the foreign aid and foreign trade policies of the U.S. Government
with respect to the production and importation of palm oil portend serious
trouble for domestic food prices and domestic commodity markets., Those policies
need to be examined, and they need to be changed -- to avert that trouble. In
short, palm oil imports jeopardize the stability of our domestic commerce.

There are four key facts which confirm this logic:

¥ An increasing tommage of relatively cheap palm oil is being
imported into the United States, undercutting domestic producers
of competing oils, including soybean oil.

¥ The American taxpayer is indirectly subsidizing the foreign
production and importation of palm oil.

3¢ Prospective damage induced by palm oil on the markets for U.S.
soybean oil will entail higher prices for soybean meal.

¥ Increased prices for soybean meal will cause both its reduced
usage in animal feeds as well as higher-priced feeds -- which
will in turn stimulate higher meat, poultry and dairy prices,

The conclusion is that current Goverrment policy on palm oil will ultimately
bring price increases to the American supermarket. The solution is to change
that policy --'while there is still time,

rts

Total imports of palm oil into the United States rose from 440 million
pounds in calendar year 1974 to 960.4 million pounds in calendar year 1975, an
increase of 118% by volume in one year. In each of the last three months of
1975 -~ October, November and December -- palm oil imports increased by over
100 million pounds from 1974 lewvels. The magnitude of imports is growing;
the six-year trend in palm oil imports is illustrated in Figure 1 (next page).

As the source for these soaring imports, palm oil exports from the
principal producing countries in Southeast Asia have experienced similar growth,
as illustrated in Figure 2. Moreover, a substantially larger share of these
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exports are finding their way to the United States, For example, in the first
seven months of 1974, slightly over 10% of West Malaysia's palm oil exports went
to the U.S. But in the first seven months of 1975, over 287 of the palm oil
shipped by that territory arrived at American ports.

The impact of recent palm oil imports on domestic American markets has been
serious. According to the U.S. Department of Agriculture (USDA), potential sales
of 43 million bushels of soybeans to domestic edible oil users have been lost as
a direct result of increased palm oil imports in 1975. Unfortumately, this damage
promises to worsen. USDA estimates that total palm oil imports may well reach
one billion pounds for the calendar year 1976, representing an additional loss of
30 million bushels of soybean sales by U.S. growers to their customers. Beyond
1976, the prospects seem equally negative. In January 1976, USDA's Foreign
Agricultural Service stated: 'If palm oil imports into the U.S. market expand
as projected, the implication is that oil production from 15 million bushels of
soybeans or more than a half-million acres of soybeans will be displaced each year
for the next ten years." The reduction in farmers' income that this will occasion
will be appreciable; in 1975, an estimated $1.5 billion in farm income was lost as
a result of swelling palm oil imports.

The increase in supply of palm oil on the world market is not expected to
abate. Even palm trees that are already planted will produce 65% to 75% more
oil by 1980 than is produced now (and future expansion of acreage is planned).
Figure 2 illustrates the expected growth in world palm oil production, through
1980. From 1975 to 1985, the actual gain in West Malaysia's palm oil production
is projected at 140%. Practically all of that gain will be exported to countries
including the United States.

Since palm oil is directly competitive with soybean oil and other vegetable



oils in the United States, the price-undercutting impact of subsidized and
therefore relatively cheap palm oil imports on soybean oil markets in the U.S.
is clear. But palm oil is available world-wide, and its increasing supply has
also cut into U.S. soybean oil sales abroad. For example, Pakistani purchases
of palm oil rose from 974 tons in 1973 to 129,329 tons in 1975, at the same
time that the U.S. share of Pakistan's imports of edible oils dropped from 907%
to 30% in that two-year period.

Subsidies

Most of the expansion in palm oil production is occurring in Malaysia,
where palm tree plantings increased significantly in the 1960's., 1In the last
several years, most of Malaysia's oil palm expansion has been promoted by the
Federal Land Development Authority (FLDA) of Malaysia. That agency has in turn
been aided by several international financial agencies -- to which the United
States has been the major contributor.

Indonesia is another chief producer of palm oil in Asia, In October 1975,
the U.S. Department of State endorsed a loan application by that country to the
World Bank, which will provide $11.3 million for subsidy of new palm oil
production. Indonesia will use that money to build a new palm oil processing
facility in Northern Sumatra. When it begins operation in 1980, the plant will
be able to produce over 25,000 metric tons of palm oil a year. All the palm oil
will be destined for export.

USDA estimates that the international financial assistance program for
palm oil -- underwritten in large part by the U.S. -- was responsible for
increasing world exports of that commodity by more than 200,000 tons in 1975.
Between 1975 and 1980, internationdl loans are expected to subsidize 457 of
all palm oil production.

Data on the cost of growing palms and producing palm oil substantiates that
U.S. supported financing has been a major factor. The cost of palm oil output
funded by private investment is approximately 3¢ to 5¢ per pound greater than
the cost when subsidized by loans. Clearly, the rapid growth of palm oil
production has not been a free market phenomenon. The U.S. Goverrment has been
directly aiding and abetting overseas competition for U.S. products.

Other Western governments have moved to counteract these artificial
advantanges possessed by palm oil, in order to permit their own domestic vegetable
oils to have fair opportunities in trade. The United States is the only nation
in the world that imposes no duties or other restrictions on importation of palm oil.

An Economist's View

Soybeans are the most important oilseed produced in the United States, and
are crushed to obtain both soybean o0il (used in processed edible oils) and
soybean meal (used in high-protein animal feeds). Economists have noted that
in the past, production of edible fats/oils and production of protein feeds



have been in reasonable balance in meeting global consumption requirements.

But the potential for imbalance is inherent in the structure of the market:
sources of demand for fats/oils, and sources of demand for protein feeds, are
completely independent of one another, while both kinds of commodities are neces-
sarily derived in quantity at the same time, from the same industrial process.

An economist might put it this
way: the explosion of palm oil sup-
plies threatens to upset the equili-
brium between the dual oilseed-based WORLD FATS & OILS
markets of protein-feeds and edible ﬁﬁﬂ,ﬁi’ﬁ'ﬁl}o"
oils. On the basis of current growth W -
rates in palm oil production, USDA i
estimates that world fats/oils pro- o7
duction by 1980 will probably exceed —_

consumption requirements, whereas =
protein feed production will be less /
s

than adequate. _The econor_nic data ‘a;gumﬁ:)n:rease in
that support this conclusion are a8

unmistakable.
Projected increases in palm oil USDA Estimate
25

production, together with production
of other oils except soybean oil,
will be able to satisfy projected
demand for fats/oils, .That promises

1 1 |

stagnating demand for soybean oil, L s e e
with the logical consequence of
subsequently limited production., But Figure 3

without growth in the supply of soy-
bean o0il, there can be no growth in the supply of soybean meal. And the result
of less soybean meal will be a re-
duced supply of high-protein animal
feeds, of which soybean meal consti-
ggl\%SMpPar?gEm e tues two-thirds in the U.S. The
i further effect is less efficient
= 44% SBM equivalent P livestock production.
Required to maintain 4
i To be even more specific:
T animal feeding efficiency, and de-
% = viation from optimum protein levels
. in feeding rations, are generally
#ls;gm?rggtjnctﬁ:»a . consided;z% to be relatedgin a "linear"
5 3 fashion. In other words, 107 less

] than optimum protein levels in a feed-
ing ration for animals results in 107%
less nutritionally efficient feeding.
i With no increase in soybean meal sup-
plies by 1980 -- an effect of stagnant
' soybean oil production caused by palm
L L o0il exports -- world production of

1 £
mE g e . protein feeds is now estimated to be- -
come 107 to 127, less in 1980 than it

Figure 4



should be to maintain current feeding standards (Figure 4). That is how
constricted soybean meal supplies can lead to poorer quality meat as well
as higher prices for animal feeds.

A Businessman's View

A businessman or farmer might look at the problem posed by palm oil from
a different angle: what it costs him to produce, and the price he needs to
get for his product in order to make a profit.

Corn is the principal commodity competing with soybeans for acreage planted
by the American farmer, and as a raw material from which animal feeds are
manufactured. Recent USDA data indicates that the ratio of production costs
between corn and soybeans is between 2.1/1 and 2.2/1. But currently the sales
price ratio between corn and soybeans (per bushel) is only about 1.8/1. Accord-
ing to USDA's January 1976 report on prospective plantings, farmers are reacting
to lower prices for soybeans (due to palm oil imports from subsidized foreign
production) by reducing intended plantings to 50.9 million acres in the U.S. --
six million acres below the 1973 level (before palm oil imports became a problem).
Clearly, farmers are not getting prices for soybeans sufficiently profitable to
induce their increased planting.

There is a similar and historical price relationship between soybean meal
as a protein feed and corn as a feedgrain (Figure 5). That relationship is used
as a basis for determining scientific
feeding standards. If the price of
soybean meal relative to corn goes
too high, soybean meal will be re- 400
duced in feeding formulae, with the
result of nutritional inefficiency.

Note that condition in 1972, in Fig- crop year beginning

ure 5. A similar condition can be i

projected for 1980, extrapolating

from current data on prospective

price increases for soybean meal, 280
caused by lack of growth in supply
-- which in tuwn will be caused

by the effect of palm cil on soy-

bean o0il markets.

SBM: CORN PRICE RATIO

220

Palm oil's competition with
soybean oil will also affect the 160
production of soybeans in the
future more seriously than it has
thus far. Assuming the cost of
producing palm oil will increase '60- ‘65 '66 '67 '68 '69 70 7172 ‘73 ‘T4 1980
approximately 107% a year through o
1980 (due mainly to inflation, a
good assumption), soybean oil would
have to bring 15¢ per pound that year,
to be competitive. But if the processor of soybean oil has to charge 16¢ per
pound to compete with palm oil (a comparatively low price in terms of return on

TTTTTT

Figure 5



investment), the price he will have to charge for soybean meal -- in order

to be able to pay for soybeans at a price competitive with corn for planting

-- will be high enough to stop expansion of soybean meal usage in animal feeds.
Of course that higher price for soybean meal may well be more than the market
will bear, and that means the soybean processors will not be paying a cormn-
competitive price for soybeans. The consequence of that is obvious: discour-
aging the planting and production of soybeans, when corn would be more profitable

to grow.

A Consumer's View

The economist's view and the businessman's view of the problem of palm oil
are two sides of the same coin -- a coin the consumer will have to pay in the
long run. If the market by 1980 finds it possible to bear the higher prices
for soybean meal supplies (necessary to maintain animal feeding $tandards), the
high-protein feed quantities involved would cost American consumers an extra
$8 billion. The American shopper will pay that tab in the form of price
increases for meat, poultry and dairy products.

Reduced production of soybeans will also hurt the American farmer. Soy-
beans are one of the nation's top cash crops; the option to grow soybeans on
a profitable basis gives the American farmer greater stability of income and
greater opportunity to improve his farming efficiency. Palm oil imports are
discouraging soybean production; the soybean grower is suffering along with
the processor.

What Must Be Done

If palm oil is allowed continued free and unlimited access to U.S. markets,
and if palm oil production continues to be subsidized by special loans supported
by American tax money, the result will be higher food prices for all Americans.
At the very least, the foreign economic policies of our Government should not
encourage higher food prices at home. At best, they should discourage unfair
competition for American products.

The National Soybean Processors Association has adopted three proposals
that it recommends the U.S. Government accept and implement:

(1) The elimination of U.S. support for international financing arrangements
that subsidize the production of oilseeds and other oil-bearing materials
exported in competition with U.S. oilseed crops.

(2) The adoption as policy of a plan which would lead to the negotiation by
the U.S. of a mandatory import quota of 1.152 billion pounds of palm
oil, which would become effective in 1978, The basis for the quota is
the volume of palm oil imported into the U.S. in 1975 (960 million
pounds), plus an increase of 107 per year through 1977 (not compounded).

The rationale for this approach is that it does not interfere with
current free trade in palm oil; it does not affect trees already in



production; and it provides ample notice and a period of transition
for producers of palm oil.

(3) The adoption as policy of a plan which would lead to the establishment
of an import duty on palm oil, in excess of a duty-free base of
572 million pounds, to become effective in 1978. The duty-free base
as constructed is based on the 1974 level of 440 million pounds of
imports of palm oil into the U.S., plus 10% a year for 1975, 1976 and
1977. TImports in 1978 in excess of the 1974 base year, as adjusted
through 1977, would be subject to a duty equal or comparable to pre-
vailing world duties of other countries on the 1mportat10n of palm
oil (particularly the E.E.C.).

The governments of other nations facing the palm oil problem have acted to

offset that commodity's unfair advantages in world trade. The U.S. Government
must do the same.

Additional copies of this document, as well as copies of a new brochure

entitled "Palm 0Ll Imports: Risk for the Fconomy, Crisis for the Farm,"
may be ordered from the National Soybean Processors Association (NSPA),

1800 M Street, N.W., Washington, D.C. 20036.

-

m’IONAL NATIONAL SOYBEAN PROCESSORS ASSOCIATION

sog'SSOBEAN 1800 M STREET N.W.

PROCESSORS

rcocian | WASHINGTON, D.C. 20036
J/ (202) 452-8040




Position of the National Cotton Council in Regard to U.S. Assistance to Palm Oil
Producing Countries and U.5. Imports of Palm 011

The U.S. vegetable o011 industry, including the cottonseed 0il industry, is
quite important to the over-all well-being of the United States. The industry not
only plays a vital role in providing important food products for the American
people, the industry's exports also contribute significantly to the U.S. balances
of trade and payments. In other words, the industry is an important sector of the
U.S. economy. Consequently, if the industry is undermined by imports, the adverse
repercussions could have a detrimental effect on the whole U.S. economy.

The Council understands and appreciates that the United States is committed to
help the less developed countries improve their economies and provide a better
livelihood for their people. The Council concurs in this general policy. However,
in helping these less developed countries, the United States should be realistic
and should not, at the same time, undermine any important sector of the U.S.
economy in order to assist these less fortunate countries.

The low-priced imports of palm oil by the United States generally depress the
American vegetable o0il1 industry; in addition, U.S. consumption of the imported
palm oil could have detrimental effects on the health of the American people for
whom physicians have recommended a diet that is low in saturated fats; furthermore,
the imports of palm oil have an adverse effect on the U.S. balances of trade and
payments. Under the circumstances, the Council considers that the U.S. Govern-
ment should adopt the following policy in respect to granting direct and indirect
assistance to less developed countries:

(a) Direct U.S. Aid: U.S. assistance should be granted principally to
enable a country to become more nearly self-sufficient in the pro-
duction of a particular agricultural commodity; and U.S. assistance
should not be given to help a country become an exporter of an agri-

cultural commodity unless it is anticipated that there will be a Tlong-
term world shortage of the commodity and substitutes therefor;
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(b) Indirect U.S. Aid: For aid granted by international organizations of
which the United States is a member, the United States should endorse
the granting of assistance which would help a country become more nearly
self-sufficient in the production of an agricultural commodity; but
the United States should not endorse the granting of assistance to help
a country become an exporter of an agricultural commodity unless it is
anticipated that there will be a long-term world shortage of this
commodity and substitutes therefor; and,

(c) Assistance to Palm 0il Exporting Countries: With respect to palm oil
exporting countries, the Council recommends that the United States
directly or indirectly, (through international organizations), help
these countries to develop additional markets for their palm oil
exports in diet-deficient countries where the palm oil could upgrade
the nutritional levels of the people's diets at a relatively low cost.

The Council considers that the suggested policy outlined above would be a
meaningful and justifiable posture for the United States to take in respect to
granting assistance to the less developed countries.

Furthermore, the Council understands and appreciates that trade must be
carried out on a two-way basis and that the United States must import as well as
export; and, the Council endorses the concept that through expanded international
trade, benefits can accrue to most countries, including the United States. However,
the Council believes that this objective can be attained in a meaningful way only
if imports into the United States are not allowed to become so great that they will
cause excessive interference with U.S. domestic markets which are so important to
the U.S. domestic industries; such a development could result in domestic pressures
for the United States to adopt a restrictive trade policy in respect to vegetable
0il imports. In this regard, the Council has recommended that the U.S. Government
take steps to provide reasonable restraints against excessive imports of vegetable
oils into the United States by negotiating bilateral or multilateral agreements
with the principal vegetable oil exporting countries whereby these countries would

voluntarily 1imit their exports of vegetable oils to the United States. It is
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considered that such agreements could preclude developments which would cause
severe interference with U.S. produced vegetable oils in the U.S. domestic market.
Furthermore, the Council considers that the U.S. Government should strongly urge
the governments of palm oil producing countries to place a moratorium on the
planting of additional trees for the production of palm oil for export until the

effective world demand for vegetable oils justifies the planting of more trees.

NCC/FO
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PALM OIL, HISTONICAL PERSPECTIVE AND:FUTURE PROSPICTS

Curven: Situation :
Although palm o0il prices in the United States at about 16 cents per pound
are currently not competitive with soybean oil prices at internal points,
U.S. irports of palwm o0il in recect months were up sharply and heavy monthly
imports will likely ceatinue perhaps into tha first quarter of 149746, This
reflects the fact that palm o0il purchases are made several months in
advance of delivery.

The sharp gain in U.S. monthly imrorts of palm oil bepan in August 1974,
Durlng the l5-pwoath pevied, August 1974 through Cctober 1975, U.5. pal=a
oil impurts averaged 63.4 million pounds morthly—-about couble the 32.0-
million pound monthly average during the Januarv 1972-July 1974 period.
Irportssin October 1975 were 100 willion pounds—-the sccond largest ever.
During calendar 1975. U.S. imports are cutimated ar 403,009 tons or nore
thau double the 1974 volune.

Although palm oil exports are making sharp gains, it is interesting to
note thdt a substantially larger share of palo oil exports are movins

to the U.S. market. Tor example, “est “ialavsia's montily exports duciag
the January-July 1Y75 period show 134,10 melbrie tons or 23.5 percent of
the total moving to the United Stites, compared with only 40,4800 tons or
10.1 percent of the total in the same 7 mouths of 1974. Se although West
Malaysia's exports reported durine the first 7 months of 1975 at 470,000
tons increased by 17 percent, the share moviug to the United States at
134,100 tons mcre than tripled from the same wmonths in 1974, Official
Malaysian statistics do not report exports of refined, semi-refined,

or fractionated palm oils. In addition to the reported volume of erude
palm o1l exports, Vest llalaysia is also exporting substantially expandad
qualities of refined oils which are estimated to approximate 150,070 tons
during calcadar 1975--mere than double the 1974 volume. A substantial
proportlon of this refined oil is now movine to the United States

(25,200 tons or 29 percent of the total during the Jamuary-July period).
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Siunce expiration of several 2-year freigut contracts at the end of | B9 .27
the Malaysian Palm 0il Producers Associacion renegotiated g pey 2 year
freight contracts for shipping more than 300,000 tons of palm oil to
tue United States and 500,000 tons to Fuvrope during calendar 1975 ani
.1976. The contract called for tanker shipments which were scheduled to
have begun in March 1975. ' :

Kew Developments in Malaysia

Although the rate of growth in neis.plantinegs of oil palm has dimlnished,
substantial future production expansion is anticipated. The bulk of the
projected expansion in ialaysian palm oil output will be from trees
already planted. This reflects the fact that only about 62 percent of

Vest Malaysia's oll palm plantings are now bearing. Even 1if no additional
trees were planted, Malaysia's palm oil production at current yields during
the next decade would be expected to rise by 60 percent or 700,000 tons.

. We project that the actual gain in Vest Malaysia's palm oil production
during the decade through 1985 will be nearly 140 percent to 2.8 million
tons--1.6 million above this year's volume. This projection is based on
the following assumntions:

1. Harvested acreage expands to 1.5 million acres or slightly
less than projected planted acreage in 1980 or only 240,000
¥  acres above the present level. -

2. Yields continue to trend upward on:

a. Increased bearing surface of maturing trees,
b. Use of improved cultural practices and expanded use of
fertilizer.

The bulk of the new plantings im recent vyears reflects the activities of
the Federal Land Development Authority (FLDA) and the Rubber Industry
Smallholders Development Authoritw. The FLDA is now the largest palnm
oil producer in Malaysia and accounts for more than one-fourth of the
total acreage and 17 percent of this year's total output in Malaysia.

Because of Malaysia's relatively small population, projected at only

16 millicon people by 1985, we would anticipate that domestic utilization
-will absorb less than 5 percent of that country's projected expansion in
palm oil output. This allows for projected growth in population, as well
as expansion of more than 50 percent in per capita domestic usage. Thus
it is projected that virtually all of any continued expansion of palm oil
output in ialaysia will move into export.

Leginning in 1972, Malaysia sough: to improve her competitive position
in the world vegetable oil market by offering both crude and refined
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swrades of oil. 1In J974 Malaysia's national vegetable odl refining
Industry doubled 1its capacity to 90,000 tons. 1n 1975, seven new palm
oll reflning and fractlonating plants were scheduled to begin, thereby
boostlng capacity to nearly 200,000 tons. Consequently, lalaysia's
exports of refined palm oll and fractionated palm oil products such as .
palm olvin and stearin will rige sharply, perhaps approximating 150,000
tons in calendar 1975, or more than double the 1974 volune. There are
long rauge plans for further expansion of refining and fractionation
factlities. The Perak State keonnmic Development Corporation (SEDC)
will bulld a $60 wmilllon palm oll refining plant at Parit Buntar, with
o capacity of 300 tons per day, producing 90,000 tons of refined oll
per year.  Reportedly, 40 percent of money will be from foreign inves-
tors.  Also the FLDA will build another $20 wmillion plant at Johore in
cooperation with the Japavese. Tiilg facility is scheduled to be com—-
pleted In 1977, '

In addition to paim oll, the oll palm frult also ylelds kernels which are
cruslied to produce palm kernel oil and pilm kernel meal. - Thege products,
similar to copra products, are aliso pioduced in Llalaysia largely for
export.,

As Malaysia's oil palm Industry contlnues to expand, there is keen
awareness that the industry is beconming inereasingly dependent upon
expanding cxport markets. In order to improve the quality image of
Malayslan palm oil, the industry completed arrangements for the imple-
mentatlon of a standard Halaysian palm oil c.i.f. contract and plans
are also underway f[or preparing a standard f.o.b. contract,

Beginuing this year Malaysia's palm oll exports through Sinpgapore will
drop sharply. Thils reflects the fact that the new bulking installation
near Johiore Bahiru witch storage canacity of 32,500 tens began operations
in February. This facility s jointly owned by the FLDA and private
compan les.,

Although the United States and the European Communlty (EC) are major
custonmers for Malaysia's palm oil exports, Iraq has contracted to buy
over 200,000 tons of palm oll during the July 1974~June 1976 period.

Fatentlal Producer/txport Expansion in other countrie g

The projected palm ofll production expanslon 1s not limited to Malaysia,
but it is certainly dominated by i, Malaysia's palm oil output in
1985 (dacluding Sabah} 13 projectoad at aearly 3.2 milldion tons~-1.9
million above the 1975 estimated volume. Another 0.5 million tons of
the additional 0.7-million—ton expansion in world output is expected to
come from Indonesia and the Ivory Coasc, where 75 percent of the expan-
slon or 375,000 tons will also mova Into export by 1985,
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Although a number of other countries are located within a suitable
latitude for palm oll production vhere oll palm plantings have already
been expanded, the projected gains from these countries during the next
decade constitute an export growth potential for about 200,000 tons, or
lpsu tun 10 percent of the agpregate expectad gailn in output. The
aaticipated pains largely veflect expanded oil palm acreage.

Qgpsuﬁption of Additional Palm 011

The heavy concentration of projected output growth in a relatively small
nunber of countrles with small populatlons means that the additional
output must be exported. During the 1975-85 period, the producing
countries are projected to absorb only 0.5 million tons of the 2.6~
million-ton gain in palm oil output, a

The EC, which is estimated to take about 0.7 million tons is projected
optimistically to consume 1.1 million tons per year by 1985. This gain,
if achicved, would account for 15 percent of the expected increase in
world exports.

Japanese palm oil consumption might possibly rise to roughly 0.2 nmillion
tons, accouuting for nearly 0.1 mlllion sain. This is based on the con-
cept that Japan may seck to further diversify ler sources of vegetable
oil supply, while at the same tim» taking increased advantage of likely
lower prices olls. To the extent that Japan's future palm ofl consump-
tion might exceed the projected level, it would likely displace potential

saoybean oll consumption prowth in this markelt .

The remaining palm oil consuming countries, outside the United States,
accounted for only 12 percent of the world consumption growth during

the 1965-72 period. However, this group of countries baosted their

palw oil consumption by 0.2 million tons or 80 percent during the 1972-74
pexiod. A key part of that rise came in Iraq and India.

In 1976, India's palm oil lmports appear likely to decline following this
ycar's bumper harvests of peanuts, cottonseed, rapeseed, Besameseed, and
safflowerseed. “This will result in additional gpains in palm o1l avalla-
biliries to be absorbed in other -ountries next year.

Although Iraq's potential for expanding palm oil consumption is limited
by 1its small population, India has great potential but is limited by her
preferences and lack of foreign exchange. Beyond 1976, low per capita
availabilities of all vegetable oils in India, together with Inereasing
availabilities of palm oil at relatively low prices, should result in a
significant long-texrm expausion. Although Iundia has a serious long~term
need for vegetable oils, we doubt that Tndia can be depended wpon to
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consume a major share of the palm oil expansion by 1985. OQther countries
such ans Iran and Pakistan may offer more potential.

However, there yet remaing about 1.4 million tons of projectcd palm oil

expanslon thiat cannot he[ég&icuff} assigned by country based on past
trends, growth rates, or market share prorations.

At this point in time, 1little morc can be done than to indicate that palm
ol will likely continue to Erow s a proportion of output of all oils
and fats, perhaps exceading 9 percent in 1985, compared with 6 perceat
in 1975 and less than 4 percent in 1965. The projection is based on
the assumption that output of all other vegetable, animal, and marine
olls and fats continues to grow bv the 1965~74 trend volume of 1.0
million tons per year. Actually the Inelastic demand for oil, together
with projected above trend gnins Jor all oils, would tend to depress
oll prices thereby possibly discourapiag annual rlantings of major
ollbearing crops, liowever, to the extent that the oil from some crops
represents only a winor part of its vifue, production of those crops
would be less affccted, thereby compoundiap the oil surplus problem.

In addition, certain oils and fats are byproducts, such as animal fats,
whose productlon trends are not price responsive. \

More Importantly, world palm oll exports by 1985 will likely grow even
more disproportionately relative to total exports of oils and fats, It
palm oll exports grow as projected, and all other eXports grow at the
1965-74 trendline volume of 340,000 tons per year, by 1935 palm oil
exports would account for over 20 percent of all fats and oilg exports,
compared with 13 percent in 1975 and less than 6 percent in 1965.

By 1985, 34 percent of the oils produced are projected to move in export
trade, compared with 28 percent in 1965, However, nearly 75 percent of
the palm o1l produced will necd Lo be exported.

If projectlons are anywhere near correct, the above sltuation would indi-
cate that palm oil will need to account Fox an increasing share of the
world export market, 0il palm plontings, once producing, will continue to
produce and augment exports duriny years of super abundant supplics, as
well as durving years of below trend output, Even extended periods of
depressed oil prices wiil not affeet exports as long as the variable
production costs (labor, pricassing, and transportation) are covered.

Lack of storage facllities and adequate [inaneing will likely prevent
palm odl producers from bullding their stocks during periods of super
abundant supply in crder to achleve better price objectives.
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Glven the situatlon above, we would wxpeet a sihzable portien of anv palm
ofl export expansion to wove to the United States becaused

1. The Unlted States is already a proven mijor market for palm oil.
2. The U.S. market has already deronstrated more flexibility and
prowth potentinl than any other major consuiiing country,
3. Import quotos or import duties for palm oll are not imposed
ia the U.S. market, while other major markets, including the
LEC and Japan impose dutios of 4 to 10 percent on cruda and
8 to 14 percent on refinned palm oils.
4. Shilpping rates from Malaysia to the Unlted States are lezs than
to most European markets.

Assumlng no chanpe in the duty structure or transportation cost dlfferential
we have arbitrarily nssumed that one=hialf of the rematnlng 1.4-million~ton
projected expansion will move to the United States during the 1975-85
perlod. Incldently, the projecte:d prowth to 1.1 milllon tons in U8,

palm oil fwports by 1985 represents a volume which is more than double

the projected 1965-74 linear trew! in U.5. palwm oil consumption., 1In

order to achieve this lnerease, U.S. palm imports would have to register
nn annual increase of 72,500 tons per year through 1985. Alrcady during
the most recent S-year period, 1970-75, U.S. palm oll imports are in-
creaslog by about 67,000 tons per year. In 1975 alone, the estimated
increase in U.S. imports will excced 100,000 tons,

¥

If palm oil imports irto the U.S, market expand as projected, the tmpli-~
catlon 1s that oll production fron 15 m{llion bushels of soybeans or more
than a halt willion acres of soybeans will bhe displaced each year for the
next 10 years. In terws of cottonsced oll, the 725,000~-ton expansion in
palm oil imports duriug the next 10 years could wean displacement of
virtually all domestic consumption of cortonsced oil.

World Situatlon and OQutlook
World palm oil production In 1976 is forceast at 3.2 million netric tong—-
315,000 tons above this year's estimated volume and 514,000 tons above

the 1965-74 linear tiend. Looking beyond 1976, coutinued sharp pains

in output are projected, whicl largely reflect expanded acreage and

higher yields. Much of the increase resulted from International loans.

Factors Related to . Increased Production and Trad e

1. The United States hasn and continues to underwritoe varylng percentages
of these loans which are belng used to expand foreipn paln oil output,
The International Finaacial Aussistance program for palm oil 1s estimated
to be boosting world cxports “n 1975 by more than 200,000 tons or nearly
12 percent. Dy 1980 the internationnl palm oll loan program, which
taxpayer funds have in part hnderurlttcn, are projected to add over
700,000 tons or nearly 22 percent.



4,

.._7_

The major share of the expanded output ia belng moved into export
markets in competition with other edible vegpatable oll exports,
rather than being usced to increase domestic congumption in the
producing countrles.

Not only have world Palm 01l exports expanded sharply thercby
displacing U.S, exports abroad, but an increasing share of this
volume has been flowing to thao U.S. domestic market thereby
causing: :

~=Displaced domestic consumption of edible vegetable olls.
==Displuced domestic crushing of oillseeds. .
—-Displaced refining of some domestlcally produced vegetable oils.

Thiy United States 1s one of the major world markets for palm oil
where no quant{cative restrlctlons or import tariffs are being
applied. Current projections indic . . that even if no additional

dloans for oill palu expanalon wvere uuderwritten in the future, world

production and export: of paln oll would continue to expand sharply
durlng the next decade. The expansion In palm oll production is
projected to be in the mugnltude of 7.6 million tons of which 2.3
million tons would Lo exported by 1935, Current trends indicate that,
with the U.S., market free of any iuwport restriction, a-disproportionate
and burdensome share of the projected expansion would be forcad into
the UZS. market. In 1975, U.5. palm o1l imports are expected to
approxlmate 400,000 metnic tons-—more than double last year's volune.

In 1975 the U.S. market s expected to absorb nearly three-fifths of
the dnerease in werld palm exports. U.S. Imports of palm oil now
#ecount for wmorve than one-fifth of vorld exports, TIf present trends
contlnue, we can expect tha followlng events to take place by 1985:

~=U.5. palm oll 1mports will continue to absorbh an increasing share—-
more than onc-fourth-—af world exports.

—-U.5. paln oil imports would nearly triple from this year's estimated
volume o more than 1.1 million tons,

~=U.5. palm il imparts will substantially exceed the combined volume
of V.58, soyvbcan mid wettonsted 0il exports, .

~~Palm ol will displace = .~y L0 percent of the potential consump-
tion growth of soybean and cottonseed oils in the United states,

An obvlous possible solution to the problem of increasing palm oil
svailabllities would be to allow the free market to allocate the
increased avallablliries. This vould permit maximum flexibilivy in
domestic fats and olls product formulations at the lowest possible
consumer cost., However, in all likelihood the United States will
continue to absorbh the major share of the future gains in availabil-
ities. This vould result in depressed prices for domestically
produced vegetable oils, thereby reduelng producer prices for raw
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materinls and undermining processor erdshing margins. To the uxtent
that future soybean oil sales to leszer developed countries would he
reduced by increased palm oll exports to these same countries, the
excess oll would: (a) Depress oi” prices, therehy necessitating
higher meal prices which would restrict meal usage and lncreasec
livestock and poultry production coslts, as well as costs to con-
sumers; (b) Cause increased program administration costs in the
event an oil storage reserve program was initiated; (c) Reduce
the relative profitability of producing U.S. soybeans, thereby
cutting lharvested acreape and future supply availabilities of
soybean meal for home consumption and export; (d) Discourage
exports of soybeans as foreign processors would he hard pressed
to find markets for their oil. 1In addition, the likelihood of low
prices for palm oil would be a sharp blow to some traditional °
palm oll producing countrles where productivity has not kept pace
with new plantations in Malaysia and Indonesia. Also, developing
countries which depend on exports of vepetable oill other than palm
oil would face stiffer competition and reduced foreign exchange for
exports.

Palm 011 Qutput Boosted Sharply byﬁlggégnational Loans

World palm oil output has grown sharply and this g
continue for the next decade.
1 projected to contribute substantially to £

exports.

International funding

rowth is projected to
of this expansion
rowth in production and

¥

International Private World International
loans investments 1/  total loans as percent
T E of total
= = = = = 1,000 metric tons = = - ~ - Percent
Production
1970-75 307 887 1,194 26
1975-80 Sﬂé 989 1,791 45
Exports
1970-75 210 843 1,058 26
1975-80 527 1,098 1,625 32

1/ 1Includes an undetermined volure of exp
for International Development (AID).

anslon provided by the Agency



Key. Points
The data clearly indicate zhat the Lwpact of International Financial
Assintance programs for palm oil have already boosted world production
by more rhan 300,000 tons. This cxpansion has accounted for more than
onc-fourth of world palm oil expansioniin recent years. '
[ a[ La."'ul t«- oul v L...,v.\
“lore than two-thirds of the palm oil production added by International
Finanelal Assistance programs is being exported. These expansion
asslatance programa have expanded world exports by more than 200,000
tons--accounting for aboul one-fifth of the grovth in world palm oil
trade in recent years,

The loans were spread over the 1965-75 period.  Because oll palm trees
require 3 to 4 years before bearing and do not reach thelr maximum
yield potential untll & oxr 10 years, the bulk of the impact from the
expansion assistance propgrams wlll be during the next decade.

DPuring the 1975-80G pertod, the palm oll expansion assistance programs
will account for over 800,000 tons of output or nearly one-half the
projected growth in world palm oll output,

Of the palwm oill output added during the 1975-80 period, more than two-
thirds or about 500,000 tons will be exported.

The expart growth projected for pialm oll output under assistance pro-
grams duxing the 1975-80 period in expected to account for one-third
ef the world palwm oil export growth,

Beyond 1980, there will be yet a further sizable production and export
impact from palm oil expansion aseistance made under the 46 loans
approved duriag the 1965-75 perdod. This reflects the fact that only
20 percent of the loans durlng the 1965-69 period are for plantings
which have reached full preduction potential. Aunother 40 percent
applied to the 1970-74 period which, for the most part, have only
begun to replster impact on production and trade. Finally, the re-
miladng: 40 parcent of the leoans will affeet plantings in the 1975-79
period.  This portion ¢ tha expansion will not veach its maximum

- ey

poteatial until the late [H80'g,

Although twe~thirds of the expansion 'ssistance loans were made to
African countyiles, the Tull of the expansion in exports is projected

| to be from Malaysia and fndonesia. ‘hiq veflects the faet that African
plantations are, In general, less productive per acre as well as the
fuct that a larger share of the inerease in African output will be
nreded to gaticfy indigencus consumption reqguirements. Thus in a

cruach where the law of couparative advaatage is being tested, it would
be Halaysian cad Indonesian producers who would be best able to compete
in world markets. Bl Nﬁ,nq e R ‘p o ale . i 2 Ivetey Kat

. - . . {
s C‘\_‘ % ‘;,—. \f-f-,, L Enleve . _-.-( .., 3 li A
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Palm oil prices have historlcally shown a very high correlation with
soybean oil priceg, therefore indicating ‘substantial interchangeability.
Freipht rates from West Malaysia to the United States are reported to

be about $28 per ton or $5 per ton under comparable rates to West
European ports. Although freight rates have increased somewhat in
recent years, it is difficult to explain why the monthly per unit value
of U.S8. palm oil imports during the 1972-74 period, largely from Halaysia,
averaged only $17 per ton over Malaysian f.o.b. prices. Correspondingly,
European palw oil prices for the 1972-74 period averaged $115 per ton
over the average monthly unit value of U.S. imports and §132 per ton
over Malaysian f.o.b. prices.

Recognizing the fact that the United States does not have representative
monthly prices for palm oil, it is meaningless to poilnt out that during
the second half of 1974, Malaysian monthly f.o0.b. prices for palm oil
were significantly above the average monthly value of U.S. imports,
/since a1l vegetable oll prices were rislng during that period. U.S. ;
/ dmport values for palwm oil no doubt were fixed at some earlicr point in
(_timn, probably in relation to some spread under the soybean oll price.

(ﬁ§§ﬂmi5§§that HMalaysian palm oll is priced in some relatlon to U.S.
foybean 0il during some previous period, a correlation analysis ean
determine what time lag on U.S. soybean oil prices will best predict
monthly palm oil prices in Malaysia and the United States. These price
serices lagped to achieve the best correlations are prescnt in table 22.
Having adjusted the various price series lags, 1t can now be determined
what relative price changes have taken place since June 1974 which might
have shifted a larger share of palm oll cxports to the U.S. market. The
relevant price averapes and spreads are as follows In U.S. dollars per
metric ton: ‘

Jan. 1972-June 1974 July 1974-June 1975

Soybean oil:

150, 404 758

Furope 417 778
Palm oil:

. 8. 308 537

Europe 388 555
U.S. soy oil less

U.S. palm 96 _ 22)

Luropean ‘palm 29 223
Palm oil

U.S. less Europe -80 -18

Soybean oil
U.S. less Eurxope -13 -20
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The price data Indicate that during the January 1972-June 1974 period
palm oll prices, basis Europe, averaped $80 rer ton under those in the
United States. The price spread for this period was clearly more than
enough to offset the added costs of import duties and transportation

to the European market. During the same period, palm oil was priced

at $96 per toa under soybean 0il in the U.S. market, but only $29 per .
ton under soybean oil in the Luropean market.

Beginning in July 1974, the sharp reduction in the prespective 1974
U.S5. soybean crop caused a sharp rise in all prices of vegetable oils.
Reflecting the uncertain soybean oil supply situation, soybean oil
prices in the United States and Europe during the July 1974-June 1975
rerlod averaged more than four-fifths above the January 1972-June 1974
period. Palm oil prices in the United States also registered sharp
galns subsequent to June 1974, averagzing about 75 percent over the
January 1972-June 1974 period. However palm oil prices, basis Europe,
for the same period rose legs steeply. As a result, the palm oil prices
in the Unlted States moved up sharply\in relation to Ruropean prices,
thus removing the Malaysian price advantage in the European markets,
At the same time the soybean oil/palm oil price spreads in both Europe
and the United States widened sharply. The resulting sharp discount
for palm oll pricea caused increased palm ofl usage in both Europe and
the United States.

At present the palm oil/soybean oll price epread has narrowed, thus
temporarily removing soma of the pressure for increased imports into
the United States. However, we sce this asg only a temporary situation
becausa of the large increase in avallabilities of palm o1l that must
ba marketed internationally in the months ahead.

Reportedly, some of the palm oil expansion loans now being made are
based on projected prices of $300 to $330 U.S. dollars per metrie ton
f.0.b. Aslan ports. Whether or not this price is achieved appears
Irrelevant since variable production costs are now estimated to be in
the maguitude of §T90 U.S. dollars per metric ton for certain oil palm
plantations in Asia. | S

¥

In the future, it appears that the current vegetable oil situation can
only lead to depressed price lavels which would adversely affect the
economles of all major producer—-exporter countries.

If such projections ace correct, some course of action seems to be needed
which would: (1) Discourage excessive future stimulation of palm oil
production; {(2) Equitably distribute the export supply of palm oil

amonp orther developed countyies and the United States; (3) Increase

palm oll corsumption in oil deficit developing countries. The necessity
for implementing rhese proposals 1s expected to become Increasingly acute.



Table 1 .--Palm 0il:

Production and exports, in
major producear-exporter countries and the

(Tn 1,C00 metirlc tans)

world, annual 1965~75 with projections for 1976, 1980 and 1985

Calendar Went Tvory World
Year Malaysla Saboh  Indonesia  Coast Zalre  Subtotal Other total
Productfon? )
1965 oo 149 2 165 28 125 469 809 1,278
19664 ciwiva 186 k] 175 28 130 522 799 1,321
1967:. o aa 217 9 174 30 149 579 625 1,204
1968....... 265 18 188 k2 203 705 691 1,396
Y R, 326 26 189 38 196 775 774 1,549
19700 wvises 403 27 216 52 201 899 B16 1,715
19710 nee e 551 38 248 55 190 1,082 825 1,907 \
1992 e ¥ 659 72 269 93 190 1,233 860 2,143
197 Bei wisisnire 740 13 290 111 185 1,399 851 2,250
1974....... 942 88 351 145 174 1,700 894 2,594
19715 1/.uns 1,175 125 370 155 165 1,590 919 2,909
1976 2/...., . 1,400 150 396 174 - 168 2,288 936 3,224
. <1980 3f.ves 2,400 300 525 250 150 3,625 1,075 4,700
Y1985 3/.... ' 2,800 375 725° 300 125 . 4,325 1,200 5,525
-
Exporta: 4/ )
19680 s 141 2 126 (5/) 17 346 204 550
1968 .. ome 181 3 177 (s5/) 78 439 194 633
1967 cuiauan 180 9 133 s/ 108 430 66 496
1968...... . 268 18 152 (5/) 141 579 49 628
290w ms 31 26 179 1 125 662 45 707
s 2Ty L1 — 372 29 159 13 119 692 50 742
1L i (P 535 18 187 28 112 900 67 967
197200 . 628 72 232 48 a7 1,067 30 1,097
2 0 s [ 740 73 258 55 70 1,196 22 1,218
I £ S, 871 88 282 91 62 1,39 37 1,431
1975 Yfoues 1,125 125 330 120 60 1,760 40 1,800
1976 2/.... 1,375 150 365 140 40 2,070 50 2,120
1980 3/.... 2,325 300 440 200 0 3,265 160 3,425
1985 3/.... 2,700 375 600 225 ~50 . 3,850 250 4,100

1/ Estimated..

2/ Fotecast.

3/ Prejectlon. :
4f Includes unofficial eatimates of refined

officinlly reported,

5/ Net Importa,

and semirefined palm oil which are not

WX
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Talidn 2,—Intematiounl Financlal Tnatitullcin-ioana for 041 Pnim Production

13 -

lr;-p':r’__-}S
! 1 : t ' ! ) '
e Ferjol of Fatimeted Procuction Ampurt. of Production
Apency : Louates : A ' e :l lenting ; 1T . 1300 : Available for Export : Hils
S . ;
' - Hilllan 1,000 5
' g hea. ko) (In 1,000 metric tons) Popcontars Numbar
]
Afrdcan Dovelopment. Dunk 1 C.A.R. 2.4 2,0 75=79 0 1 0
1 Sierra leons 3.6 1.0 777 0 9 0
. 1 “lerro loone 1.7 T.0 0 78 O 3 0
~ Total 1 e Hald [ 17
Arian Dovalopment Dank 1t Malayaia 2,8 1 15,8 é8-7 57 1L2 100
+ Tndoneala Tols 11.5 M=7L 10 66 75 1
t Tn'lonesla 12,0 1,0 7‘.—'."6 0 1L 100
Total H sy 11,7 i EE
luropsan Development H
Pund 1 Cameroon 6.5 Loy  67-T1 7 16 25
1 Comoroon 2.5 6.3 T3-76 0 10 25
1 Cameroon 10.4 10.0 7376 0 16 25
1t CLALR. 1.4 2,0 7074 1 = 0
t Congo (Nr.) 3.0 7.2 66T 4 8 0
t Dahomey o5 L0 66 10 15 25
1 Dahonay Teb 7.0 6p=T3 11 28 25
t Dnhomey 3.0 6.0 2~ 1 7 25
1 Tvory Coast 36.5 32,0 7073 25 96 75
s Topo 2.7 5.0 6673 4 12 [¢] =
t Togo 1,0 1.0 73-76 0 2 1]
1 Tago 1.6 1.5 Th~78 0 1 4] .
t Zalre 1.4 .8 72-76 1 [ 25 -
Total t Pl L0 [l 208
Europeai Inventment Bank 1 Tvary Cennt n - - - -- 2
1 ¥
Inter—Amarican Davolop- t , :
ment - & 1 CuhWRe 2.4 2.0 7579 0 1 0
Bank t Colombia 1.2 L0 B5-47 16 28 -0
1 Feusdor 24 2,0 6570 3 1 0
1 Hondurans 1.5 1,0 T70-TL 1 3 0
t jlonduras 3.0 2,0 T77-80 4] 0 0
1 Teru .8 R s 1 2 0
t Siorra Leona 3.6 2.0 7376 0 3 4]
t Sierra locne 1.7 1.5 =77 0 2 0
Totsal t 15,6 15,0 ol 50}
¥
Intarnatyonal Denk far 3
loconstruction & Davalap= )
mant 1 Camorosn 9.0 7.9 67-7 a 18 25
t Cumaroon 7.9 9.0 673 9 24, 25
t Camnroon 9.6 a,5 L8 Q 5 25 -4
t Dnhonny hat A0 6P=TD 13 32 25
t Ghana 13.6 12,0  7L-78 (s} 11 )
1 Chana 17.0 14.0 7.-78 0 16 ]
t Tnlonasin 12.7 13.7  69-73 24 93 75
t Tndonesis 12 2 2.0 J0-74 7 L6 75
t Ivory Coant 1.2 19.0 68-74, 17 L 75
t Tvory Coast 2.4 10.5  7L-79 0 8 5
: Malaysia 9.5 1.1 67-70 "52 113 100
1 Molaysla 8,6 6.7 T-72 12 7 100 1
1 Mplayala 11.9 8,6 776 (4] 31 100
1 Feloyala 36,0 22,3  U~-B2 Q X7 100 2
s
t Nirerla 17.0 15.0 779 Q 9 ¢}
t higeria 295 20.0  Ti=T2 [¢] 12 4]
3 Kirerda 15.0 16,0 T5-T9 (4} 9 0
+ Papua N. Gulnea 1.5 Lof P72 6 15 100
t Pepua N. Cuinea C 2. 7.2 0-T% 4 14 100
Total H L ey St b 55 o
)
L] Increase over Amount Available
3 previous acreags ?01" E:Tlgrt.
3 cent Act
Crand Tatals 1 ' By yeER &
' w o % 80 1975 1980 . 5
! T .
{aatarn Hemlaphore i 8,9 J1C.5 10 5 2 50
ghrrics ' 257.8 8.7 2o 20 17 LEQ
§ Ml ! 100 LT 10 160 i
Tatnl [ Jrh.8 A oy a5 TR 1,109 210 737 8
. 7y

A4 F pereent Ancraane oves

praatetian DeaT

revlows acreare,

T L s e o
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Table 3 ,—Wes’ Malayciz: . Palm ol estimated supply and distribution
armzal 1058-73, forecast 1674=T5
an< rrojectien 1G7E, 19EC, and 1985

v s § stritoasinan d 1rnén : b e d b = i : it : BT : 147— : Forecast : .-oje':tir:m
ey LT = I TR W N (I O R PR SRR IR i T LY R S 15

e

LS
(In 1,000 retric teons)

-1 A
: t Ve
S 3 S

34
E.‘.c;r_s 'a:tuax'y lacucsssasssscnsescasss

35 25 1L 3%, i 66 61 G2 us 150 200

Ayrad
Frodu "ui""o'.o-'oon-o--on&-cn.-;o---cn-

265 326 L03 551 659 70 942 1,178 1,.00 2,400 2,500

TrrLtb—..l..'Dl-.ﬂ"l'..ll'il‘Ill-lll'.

s T
LCLEL SMIPiYesssccsersssasesnsssses

209 281 - A19 501 701 20k 1,00k 1,247 1515 2,550 2,fca

Cistributions
Dyrorise

C"'—'-‘?oooo-noo-o--.--u-ool-;u.o-oovou-o
Sermierefined Jo-.---&uon---.no-otnlot

243 271 272 . 535, 625 724 213 375 1,175 1,500 2,100
e i = i - 3 16 59 150 200 425 | €00

9% w8 43 43 w8 A% @ 43 <P S se % 46 8 8 4% ww

Apparent domestic diSappearancessssesse 7 6 1 3, 10 5 2/ 27 40 75 100

- B =~

stOC:‘:.S' Decerber 3liveessorsnssasnnncns I A 64 61 G2 115 100 150 e

e o8 sn  us ae
N
A
A3
o~

‘.‘o‘.al L’!‘.Stributiﬂﬂc'ocolooovoolllot Sw . 351 1&-‘-9 591 7034- 8% 1!& 1!26? 1!515 2!-550 :1”“0

Mantation aErésge: 3 Unit , .
Total plantedessesces? 1,000 acres , - L8 598 680 769 873 1,036 1,24 1,315 1,362 1,550 /)
Estirated hzrvested.,: 1,000 acres : 185 228 . 289 ag2 L73 567 b46 819 971 1,00 1,500
Farvested as a pro—- ¢ ; ' P
" porticen of total : 5"
planted aredsessesss® Percent s 37 38 53 50 5L 55 52 56 60 85 2/}
Yield per harvested : Metric tons H . % et
ArC8sevevsvsnossance s per acre 2 103}3 1.43 1.39 Lekl 1.39 1'31 , Lbﬁ 1.43 1.44 1L.71 1:87

Zeurce: (il Palm Monthly Statisties of Malaysia and FAS forecasts.
17/ "neffieial estinates, Exports of refined r2lm o0il not included in officiolly rerorted

=
. T -r-!?— o~
o Bten,

S Frohably ¢ c‘rr*'st*natc due to underestimate of refined oll exports. _
"/ Not avsilable.
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Tzhle L.o-?alm oil exports from Peninsular Halaysia to the United States
and total, monthly Janvary 1972- July 1975

e

{In 2,200 lonr tons)
1977 : 7573 : 1974 : 1975 '
$ ¢ 15,8, aa ¢ 1 WH,5, A % 2 :U,S5, as 3 : : U.S. as
U.S. ¢ Total : percemt : U.S. : Total rpercent @ Y.S,. ¢ Total :percent £ U.S. :; Total : percent
£ s of Eatal s : :0f total - iof total S : _of total
January.......: 9.3 53.9 17.5 6.3 45,8 132.8 = 78 53.6 6.3 17.8 61.6 28.9
F‘c—b:'-.'::ry.....; 5.4 48,5 1.1 10.2 42,0 26,3 2.4 54,1 4.4 18.8 59.5 31.6
Matthe suseneat il 8.6  13.2 : 5.9 86.6 8.9 : 5.7 524 10,9 ¢ 4.6 82.7 1.7
.-"\pril....-...i 6.4 46,6 ¥, 10.2 68.5 14.9 5.4 67,7 8.0 20.6 88.7 23.2 > :
1} 9.1 48,4 18,8 9.3 61.8 15.0 4.8 52.0 9.2 2159 51.0 45.6
_Tune.........; 8.6 37.9 5 7.0 - 42.1 16.6. 6.4 £3.5 10.1 12.5 56.8 22,0
Filpsnonenant. Bl BSE 954 4 5.8 49.5 10.1_: 12,7 58.9  21.6 __:  28.6 69.7. 41.0 ) i
Subtotal...:: 55,7 320,5 17,7 : 53,9 376.4 14,3 _: 40.8 402.2 10.1  : 1%.,1 470.0 28.5 &
Augu'sc......‘.:: 1.0 36,5 25 - = 60,5 0 : 21,2 80.6 26.3 k
September.i..:  13.9 65.7 21,2 : 17.6 63.1 27.9 6.8 65.0 10.5
T 57.7 5.4 : 30 176 11.6 ': 2.7 65.3 R
November.....; 10,3 ° 56.3 18,3 3 62.2 6.6 17.6 79.4 22'.2
December.....: 0.5 75.9 0.6 4.0 73.5 5.4 16.6 -107.2 15.5 .
Total Sfess 84.5 615.4 3.7+ 88.5 713.3 12.4 105.9 799.9 13.3
1/ Totals rnay. not add due to rounding, - . ) e 7 - T

Source: 0il Palm Monthly Statistics of Malzysia, Department of Statistics, EKuala Lumpur, Malaysia,
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Table S5.=—Palm Cil: Apparent consuwption in selected ccumiries anc the world 1/,
annual 1545=75, with 1576 forecast and rrojections for 1980 and 1985

b
{In 1,000 pet=ic tons)

: Palm oil rroducing courntries: United :United : HWest sllether~ ¢ Other H H = $
Tear : Major :r()t-her r: Yotal ; States :Kinpdo= : Germz- slands s EC : Ja;‘.an;LIraq : Ioitia LO‘Lher i ; ¥iorld

H
1945, 40008 123 405 728 3 117 103 £0 im 16 50 7 92 3,278
1979 suvet a3 écs £e8 24 150 115 . 61 ilag) 20 36 1 59 G
17 J?--v- -= lﬁ? 559 798 29 99 ' 99 57 1.10 22 52 8 3/ 2 1'2‘::.
1942, 4000t 126 642 758 L7 109 126 60 104 28 54 1 53 1,354
1969, .04 113 729 aLz 72 139 132 61 112 L2 58 0 Bl 1.5in
19T st 182 758 210 . ¢3 223 150 86 3 ol 78 1 1.7 ol
1972400002 216 830 1,004 1%6 208 151 105 131 55 82 1 148 2,141
187 iwnmat 203 82% 1,032 177 241, 152 95 155 100 105 52 228 2,250
197 3/ver 4 306 87 1,163 187 296 133 96 150 115 125 53 276 2,594
1975 5/ess 2130 .87 1,109 LOC 275 155 ° 110 145 110 135 50 L00 2,509
197 £/,. 7ig oRk 1,10k 525 300 145 115 200 120 1L5 25 505 2,291,
1% O Jjeet 350 1,85¢C 1,400 i 230 130 248 i 165 o 1000 oy it
1605 7fcat L50 1,200 - 3, 650 1,158 LDO 250 150 300 200 200 125 1,125 £,538

y uata ha_,ed on procuction rlus net trade and do not include allowances for stock changes.
Indicates stock depleation caused by a significant reduction in world cutput and stock building in the major pmducer—exporter countries.

;/ Preliminary.
/ Tossibtly over estimasted due to the foct that no official Malaysian export statistics are yet available

" for refined palm oil and only exports of crude palm oil are officially reporied, .
‘Z/ Estimated.

Forecast. . .
Frojected, . '
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Table 5 .--Palm o0il: Proportiom of palm oil consueption by selected
countries znd the world, ammual 1965-75 with
1976 fereecasts and projections for 1980 and 1985
(In percent)

:_Paln oil producing countries:United :United :West - . Other

Year + Major Other Total :States :Kinpdom :Cermany :Netherlands: EC Japan

Deasraant 2.6 47.3 56.9 0.2 9.2 8.1 4.7 7.9 1.3 3.9 0.5 e 102.0
B 6.2 45,8 52.0 2.6 11.4 8.7 4,6 8.1 L5 2.7 0.8 7.6 165.¢
PR, | 12.4 46.4 58.8 2.4 8.2 8.2 4,7 9.1 1.8 4,3 0.7 1.8 122.0
Bussenant 9.0 46,0 55.0 3.4 7.8 9.0 4.3 7.4 2.0 3.9 () 7.2 120,96
3 v W 1.3 &7:1 54,4 4.6 9.0 8.5 3.9 ¥l 2.7 3.7 o] 545 1G5.0
Diiwwnminen 12.1 44,7 56,8 3.7 9.4 6.8 4.1 6,9 2.3 3.8 0 6.2 i09.0
Licowwpusy 9.6 393 49.3 G:1 1%:7 T &,5 75 2.1 4.1 X g 7.8 109.0
D sw e 10.1 3BT 48,8 9.2 9.7 7.0 4,9 6.1 2,6 3.8 Ly 7.9 10G.0
S TRTR 2.0 36.9 45.9 7.9 10.8 6.8 42 6,9 4.4 4.7 2.3 6,1 100.0
RN 11.8 331 44,9 a2 11.4 5.1 3.7 5.8 4.4 4.8 2.0 10.7 10G.0 .
5 :/ . 7.9 30.2 38'.1 13.7 9.5 3.3 3.8 Sl 3.8 4.6 1.7 13.8 1€0.0
6 3/c0vet 6.8 27.4 34,2 16.3 9.3 5.1 3.6 6.2 3.7 4.5 0.8 16.3 100.0
0 _1:/ 7.4 22.4 29.8 21.3 6.9 4,2 2.8 5.1 3.4 3.5 1.7 21,3 160.0
> _Ii/....: 8,1 21.8 °  29.9 20.4 ik &.5 2.7 5.4 3.6 3.6 23 20.4 160.0

i’,sss than 0.C5 percent, 2/ Estimated, 3/ Forecast. &/ Projection.

azed on data in Tahle F,

y

- I_I'_‘.



Table ' n7,--Indicated population and per caplita ¢

tion of palm oil
in selected countries and the world, 1965, 1970, 1975 estimate
and projections for 1950 and 1985
iWest ' q A § 2 : ¢ : 1 : H . :
Year and East :Indonesia : United :United iWest :Xetherlands: Other ¢ Japan : Iraq : India : Other : World

:Malaysia ¢ : States :Kingdom :Germany : : EC H $ H = ?

: - (Tn =illions of persons)
1965.......:. 9.4 105.7 196,9 54,2 58.7 12.3 ©118,1 98.9 8.0 506.0 2,126.2 3,294.4
1970.......'; 11.0 119,7 204.9 55.4 60.7 13.0 122,5 104.3 9.4 564.8 2,351.6 3,617.3
1998 Lhwasn®t 12,8 137.0° Z156.5 56,2 62.6 13:7 127.3 110.8 1.0 630.0 2,592.4 3,970.0
1930 g/ 14.3 156.8 2244 56.9 64,1 4.4 132.3 117.6 13.0 702.5 2,853.7 4,350.0
1985 2/aaest 16,4 179.4 232.8 57.5 _65.6 15,1 137.8 124.8 5.2 783.2 3,147.3 4,775.0
Estimated ;
»or capita:
cousumpe !
tion of "¢ . (In pounds per person)
palm oily :,
1965.0.aet 1.9 0.8 @/ 4.8 3.9 §i.4 1.9 0.6  13.8 3/) 0.1 0.9
19700005 vt 5.8 1.0 6.7 6.4 4,2 15.1 .1 0.8 15.5 0 0,1 1,0
1975 _]._)’ 8.8 0.6 3.9 10.8 5.8 . 18.5 , 3.0 T R.2 27.1 0.2 0.3 1.6
1980'5_/....: 11.6 1,2 9.8 12.6 6.9 19.9 4.0 3,0 28.0 0.3 0.8 2.4
1985 i‘/....: 13.4 L.5 10.7 15.3 8.4 21,9 4,8 3.5 29.0 0.4 0.8 2.6

1/ Estimated., 2/ Projected on currentcompound ‘annual growth rates, _'_5/ Negligible. 5/ Projected on the basis of consumption estimates
indicated on Table 5 divided by population projections indicated above. ‘
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Table 9 ,~=lnited Statess

of origin, annual 1965-7. and Jarmuarye
Septewber 197 and 175

Palm ¢il imports by country

b (In 1,000 metric tons)
|
g Country ‘of ¢ 5 . $ : : 2 : tJanua rv=3.
I : 196 1 6 1 6.7 68 H g ] H H : 4 -J&nJ:I‘V—J'BT.‘tE'ThEP
; oriFin : 5 6o 9 19 : 196¢ g R0 ; 197 g VIR 1973 y ATk Y 2 1974 17 :1%75 17
Et_., Africas : .
: Nperiaesivsasonat 0 2.8 1.2 0 o} Q 0.8 0 @/) 2/) (2/) 1.0 .
F, 2&11“3....--.---...: P {2 B 1-3 0-3 1.0 0.9 4] 0 0.5 0 (6/ B/ 0
F ‘ 27 T i P bl 1.5 1,0 0.2 0 0.8 0.5 (2/) {(2/) (8/; 1.0 i v
P Asia: il g
;E I;HC!CJHESla.........: 1.8 21.4 l18.5 19.7 37.9 36-7 55.8 67.9 60-7 L9.1 NaZ 25,7 1
ﬁ 'r_q dras s nanyp s C C O O 0 '0 3.5 C'.5 O 0 O (‘
Pl‘il.‘"rwf‘s........ 0 G 0 Q. 0.5 0 Q 1.6 " 0.5 0 0 1.5
131']&’3'01'3-1:--.-..- ™ Q- 0 o] 0 1.2 (o} O .9 2.0 12.2 8.4 17.0
% “lest Malaysias, ...t 0 8.8 7.8 25.8 . 315 20,8 45.5 114,56 111.6 122.0 5.4 220.9
i\; Totalesenseenst 1.8 30,2 26.3 L5.5 Tdal. 57.5 101.8 194.5 17L.8 181.1 115..2 266,4
Others.“.-....u-.: 2,1 0.1 1.3 C.L 0.4, 6-!1- on3 006 0.8 3-3 Zi2 F-‘?
% Crand total.,,: 3.0 kTN 9.1 L6.9 72.4 63.9 102,9 195.6 175.6 185.6 D77 273
E . 1/ Preliminary. 2/ Less than 50 tons, (R
IF U.S. Bureau of Census,
p
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Table 10.~1.5. imports of palm oil, monthly
190=%h and January-October 1975

(In miilion pounds)

Montli L1972 . 1973 i 1974 . 1975
Junuary...........: 44,3 25,6 26.4 48,8
FehIUALY e eennnsess:  37.6 65.7 18.8 56.1
Mnrch..;....u.....; 29,1 25.2 19.7 63.7.
Aprt1.............: - 36.8 26,5 22.0 29,6
83 s sl 24,7 16,5 41.3 6.8
TUNCeerernrnnnennn 58.3 &7 13.3 69.6
Bilfsusiuwsnorsiest BB 36.7 25,3 1311
August............: 30.8 17.3 46,8 56,7
Septcmher.........; 25.4 40,1 45,5 84,2
Octuber.......,...; 29.6 17,3 69.4 100,0
Sitihetsemranenst B 41.3 35.2
Dcucmher..........; 20.6 30,8 47.7

Tntal.........: 434.,0 390.1 411.4

U.5. Bureau of Ccnsus,



Table 11,==Palm oil: U.S. supply, disposition agd price, 1965-75

Supply s Disposition £ Price per pound

. f Stocks : . : :Clarified, : : Malaya, 5%
Calendar 4 : s 42 £ 3 :Domestic :drums, 1 Tank 1 ok, salefi,
yaar : Imports : Total : GSA : Trade : Total : Exports :disap- :truckload, : wagons, : European

: if' 2 : : 2 £ ipearance :New York : New York: ports

(In Million pounds) : (In cents)

965 usnnunet 7 19 10 9 26 - 2/ 30 $ 15,8 13.4 12.4
o TR .. 76 9 - - 9 &5 i 2/ 66 : 15.1 12.7 10.7
BET owsrvinen 64 33 - - a3 97 -- 2/ 8 14,8 12.6 10.2
D686 vl 103 16 - - 16 119 .o== T 297 1 14,5 12.0 7e7
D095 iita vanet 160 28 - 28 188 -- 153 : 12,5 11.2 8.1
70 eawiwvanit 141 35 - - 35 176 R e 128 : 15.9° 13.2 11.6
g SR 217 43 - - 43 260 7 213 ! 15.1 13.3 11.7
SN R I 431 40 - = &0 471 38 360 $ (3/) 10.6 ¢.5
175 . 387 93 L = 93 480 34 388 : an 14,6 17.7 -
D bevespenait 411 58 - - 58 469 24 342 3/ 26.9 31.3
an, -Sept. * : '
< S 605 103 - - 103 708 23 + 562 : (3N /) 19.5

;/' FPall oil enters the United States duty free. _2/ Reported factory consumption figures used for years in which it
xceeds caleulated domestic disaprearence. ﬂ Not available,

Source: £ & D Teble end U.S. price data compiled from Fats and Oils:SEction'Ec:moud.c Research Service -
Turoreans ' =

A%
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Table 12.~~Palm ofl: U.S. utilization, by products, 1965-75 1/ o
k4

; Food : Nonfood 3
s 1 X 3 ] : Total
v A ¥ . 2 3 ) : ! domestic
Calendar :Shortening: Margarine : Other : Total : Soap + Fatty QOther Total : disap-
vear > % a s H acids :_pearance
:s (In Million pounds)
i TR - < 13 a_- @ 1 I - 30 .
1968, v0 v v sens 38 - - 14 52 - - 2/) 14 14 © 66 é
L9602 wunawiuuet 61 - - 1 62 - - (2/) 24 24 86
1968 wannmsivees 72 - - 4 76 - - (2/) 20 20 97 .
L9695 s dme et 110 - = i8 128 - - (2!) 25 25 153
1970.i0eeruneent 85 1 14 100 - 2/ 28 28 128 ' 3
197 cenin aniana 175 1 18 194 - - 2/) 19 19 213 5
9T s st 287 1 42 330 -- - (z2/) 10 10 340 w
L 1 333 7 35 375 - = (2/) 13 13 383 |
Jun,«fept, : B
YOG isusameni 187 L == 15 202 - (¢75) 8 8 210
197500uuasaees: 491 3 16 49 556 - - z2/) 6 6 562

1/ Mostly EXS estimates, as Census end-use data are limited in

companies. 2/ Census disclosure. 7 Sy

order to avoid disclosing figures for individual

Source: U.S. Bureau of Census data obtained from the Patg and Oils Section of ERS,

o g 4 ) e A e T e .ﬂﬂrm—%%ﬂ_‘_ﬂgjﬁﬂh!?‘ftﬂf € e ot 7

e e ki 5 B A AT -n—s,gm;;asu.;;ﬁ.h.&umwm s ndagaidide A

FNRE L e o 5 o e e s g D £ B L R AL 2 B Ty e et e Y e g s i, e o S eman e

{7 4.

£

sV %

e MR aet E LR - Y

LR Mﬁ%’h&mww -'w'UlK kiﬁ:&b.ﬁmdmmp_ —lil

S et

B e 25

T _"m_-.—'p_-w -‘ug-vpjwnwr et raa o o ST B ]

iy s el 4-._.,).,_.‘_-4 SPPEDPES WS B ST I S L N T O RS



% 09 ag

\

és....'ll.'.

A ]

~Lh
(T
s
(=]

-

doesnsvevre

-

S

LR - N A

()
i)
e

b4

_,-..18'...'-....

(=]
Q
L0, |
N

?6 ov..o-o-ot

% 3% se e 40 en a8 88 we se

7
,Oog.oq-.olo

L

?ﬂ-.-..'.vlq_

% se

o
-

[P A
o
n

-8

"i<sevevessee

N
-

U
&

fBo.oooo---o

e ab
[ox]
i

o
N
~b

\n
\a)
£33

t?L...I.‘O."

e e
I~

\Jt

(&

B0 Zewssias

L O
N NN [4S]
-- -

3

S
oty
000

8]

wn
o

.\\

L ]

.

L]

L]

L ]

L

*8 ea

O~

ON

bl 3 o

=t
™oL
Total
1T ==

18,357
13,4423
13,141

13,759

~.

deta. 2/ Projeciion, see tzsle

trent rroje
Zesidual,

--ﬂ-?.[_.\) .

0

b4
wn

&

)
wn

L%

LI ]

52
(]

b2

)
\h

(8]
113
— ';z -

®

: o3
N
(1)

-

=

el
-
La)

[

|

O
.

U~
\n

L ]

oOOm
L]
"o

AT b 5]

bt ft

0
(WA

e
=]

A



Table 1L ,--U.S, exports of soybean and cottonseed oil and
U.S. palm oil imports and world palm oil exports with cocparisons
annual 1965-76 with 1980 and 1985 projections

4 5 : :U.5. palm oil :
2 0.8. oll exports i W.5. : World timports as :U.5. palm oil importu as
Year : : : : imports of : palm cil :percent of :a percent of U.S. exports
: Soybean : Cottonsead: Total : malm oil :  exsorrs® :world exports :of sovbean and cottonseed oils
: 1,000 1,000 1,000 1,000 1,000 ‘
: metric metric metric metric metric : =y
; tons tons tons tons tous Percent Percent i .
: : -
1965:a s sevme i aaai 553 256 809 3 550 0.5 +0 2
1. 1.1 TR | 394 84 478 34 633 5.4 7
1967 winwameianmunel 515 34 549 29 496 5.8 5 &
YO8B.usa e vaned gaes 434 27 461 47 Te 628 75 10
TG s acilion amwmnaiss 403 118 521 72 707 10.2 14
. »
. L ' 'l
17 RPN S . | 170 851 6 742 8.6 8
190 canisinnenansy 2B 182 966 98 967 10,1 10 e
LATR v v o wmcn 595 216 811 196 1,097 17.9 24 M
1973 0ieiancnnannanst 439 248 687 B 7 1,218 14,5 26 2
L9280 eivisnanunined 759 g 277 1,036 ' 187 1,431 13.1 18
1975 1. esnsnunanst 355 300 655 400 + 1,800 22.2 61
1976 2fevnvinonswnt 375 275 650 525 2,120 24.8 4 81
1980 3/cesancesssss 4f545 41215 4/820 1,000 3,425 29.2 122
T RT — . (5/) &) 1,125 4,100 27.4 A @GN
1/ Estimated. 2/ Forecast. 3/ Projection., 4/ Based on Interagency Committee estimates as of November 11, 1975.
5/ Not available.
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Table 15.--World Fats and 0il production and exports of palm and
total oils, comparisons, ammeal 1965-76 and

proiection for 1980 and 1985

:  World oil production 1/ : World oil exports 2/
g = : Palm as per~ : All oils and fats : : Palm as All oils and fats :_Proportion exported
Calendar : Palm : cent of total: :1965-74 :Deviatiom : Palm : percent ¢ 1965-74 :Deviatiom : i All
year i ioil productiom: Actual :tremd :from trend % : of total : Actual : trend :from trend : Palm : oils
"t :Million Million Million Milliom Million ‘Milliom Million Million
rmetric metric metric metric | imetric metric metric metric
:tons Percent tons tons tons :tong Percent - teons toms tons Percent cent
1985 cninmats 1.28 3.6 3533 34,69 46,2 g «55 5.6 9.78 9.84 . -.06 43 28
VI68, saunivesd 132 3.7 35.86 35.88 -.02 R 6.2 10.21 10.28 -.07 48 23 .
1962¢cuniinint 1,20 32 37,20 37.06 © .14 3 50 4,6 10.79 10.72 +.07 42 . 74 |
1308 i svinas 1.40 3.6 38.37 38.25 +.12 B «63 5.5 11.41 - 11,15 +.26 45 30
1969, .. 0aeaaz® 1,55 4.0 38.48 39.43 -.95 S 6.3 11.19 11,59 =.40 46 29
Wiliuswwwsss 1:73 A 39,93 40,61 -.68 2 o T 6.1 12,07 12,03 +,04 43 30
19 senssieny 191 4,5 42,25 41.80 +.45 : <97 7.7 12.65 12.47 +.18 51 30
1972 avnenes 215 4,9 43.47. 42,98 +.49 s+ 1,10 8.3 + I3:31 12.91 +.40 51 31
e O I 5.3 42.65 - 44,17 -1,52 i T2 9.2 13,31 13.35 -, 04 54 i1
YEiSess i 2.59 5.5 46.80 45,35 +1.45 3 143 . 10.6 13.50 13.79 -.29 55 29
1375 Al cuneas Zu9L 6.4 45.71 46,54 =-.83 : 1,80 13.0 13.86 14,23 =.37 62 . 30
1976 ._&l.....: 3.22 6.6 48.57 47,72 +.85 ¢ 2.12 14.2 14.97 14.66 +.31 66 31.
Projectibns:: $ 4
1980........:2/ 4,70 8.7 6/53.86 52.46 +1.40 :5/3.43 19.1 1/ 17.99 16.42 +1.57 73 33
9.2 / 20,36 18,61 - 41,75 74 34

1985.4s00asai5/ 5.53 6/59.86 58.38 +1.48 :5/4.10 20,1 7

1/ Includes edible and inedible vegetable, animal and marine oils and fats. 2/ includes oil equivalent of seed exports. 3/ Estimated. .
"4 Forecast., 5/ Projection see Table 1. 5/ Based on linear trend projection of world production of all oils less palm oil (¥=32.61 + 1.03 x ;
R™=.9391; S.E. = .76) added to projected world palm oil productiom. 7/ Based-on linear tremnd projection of world -exports of all oils less palm
oil (¥=9.10 +.34 x; R2==.9288; S.E. =..27) added to projected world palm oil productiony Fase o8 oy i B 5
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Table 14.--Palm oil prices basis Malaysia, U.5. and Purope, with
sp"eads, ronthly 1972-7L and ‘an't.ary-s-eptember 1975

{In V.S, dﬁ‘l*re cer —atric ton)

:Malaysia : U.S. :U.5. less: Europe : Europe :Malaysia : U.S. :U0.5. less : Europe : Europe e
anr Maneh 1/ g 2 :Malaysia : 3/ : less Malaysia :Ye_;trf}!on[h 2 14 ¢ 2t :Malaysia 3/ : less Malaysia
7% : ) ‘ £1974; : ,
[ ANUALY 4 v 228 239 11 193 =35 t January¥.a..: 293 308 15 693 . 400
ebruary...: 211 252 41 177 =34 : February..: ., 355 354 -1 752 397
5 o 3 TSR, 167 202 35 210 43 1 Marchiuvea? + 341 467 126 710 369
Prilieeesa: 156 223 67 227 7l : Apriles.e.: 482 450 32 613 131
L0 eataac ¥77 186 8 . 215 38 T o I 436 499 63 611 175 3
A B 162 187 25 207 45 ¢ Jun@.esuset 455 502 47 611 156 ’ S
UlYeeneenn: - 167 169 2 210 O Y. 475 471 W 639 164 s
MUEUSE v e nvas 171 201 30 219 48 : AUpuUSt.ees: 518 504 =14 721 203 ol
entenberas: 183 174 ©=9 225 42 : September,: 545 529 =16 714 169
ctober....: 183 190 7 225 42 : October...: 588 527 i 799 211
ovezbere e ; 189 183 -6 215 26 : November..: 619 580 -39 765 146 .
) CETDOT, .y 2 188 178 ' =10 210 22 ; : December..: 659 635 =24 . 668 . 9 | r
Average...: 182 199 17 21t 29 ¢ Average..:_: 4380 490 10 691 211 - ‘

& e ; H H -y

73: - ' £ 19754
ANUSLY eesat 188 192 4 210 22 : January...: 627 683 61 552 ;=15 :
cbruary...:- 189 182 -7 249 " 60 s February..: 650 607 =43 461 =189
arch,,....:, . 188 195 7 266 78 : March.....: 609 619 - 10 450 -159
o5 U RN ' 199 197 -2 - 293 94 ¢ APTIYecvaat 501 636 135 438 =63
AV wa e 192 200 8 339 147 ¢ Mo vnuaat 492 543 - 51 378 =114
UD€s s aivant 212 230 18 393 181  JUnNBuswenet 397 507 110 332 =65
uly..eceeat 208 266 38 490 282 | 2 SulYeassest, 568 453 85 387 19
UEUSE.0uas? 288 29% 6 + 557 269 : August.eea: 311 420 109 452 141 ok
eptember..: 251 277 26 407 156 : September.: 323 396 73 417 9%
ctober.,ee: 302 354 52 522 120 : October..,: 360 410 .
ovember,..: 275 358 - 83 470 195 : November,.: 397 L
ecembelae.? 321 385 64 583 262 y December..:
Average.a..: 234 259 25 390 156 : Average..: ‘ .

=

Crude f,o.b, Malaysian ports, 2/ Monthly value of-U.5. imports divided by tha monthly volume. 3/ Crude, Malaysia 5 percent bulk,
i.f. Herth West European ports,

/ /
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Table 17,—Falm 0il prices in the United States arnd Burope
with spreais, monthly 1372-TL and Jonuary-September 1975
{Tr .5, dollz=s ter =obric *sn)
H E S s 1572 g pars ) . Ao
JAnUaryescesas ; 239 193 +L5 122 220 =18 308 633 -385 488 £52 +1136
. F:t;bruary. seeas = 252 177 +75 182 249 =47 354 752 =398 €07 .61 +1L6
Mardhesuevves 202 210 -8 135 286 -7 LET 7i0 =243 L6139 L50 +145
A;‘rill.l. cansues 223 227 -l 157 293 - —95 450 ‘ 613 - =163 625 L23 +158
Mayoeasvsacese ' 184 215 -29 200 339 =139 499 611 =-112 543 378 +145
T s ssanias 187 207 -20 230 393 -163 502 611 -107 507 132 +175
JUlYesanonnase 3 1459 210 =41 246 490 2Ly LTL 639 -162 L53 387 +66
Aupusteeeeeens 201 219 =18 294 557 =243 504 721 =217 420 L52 =32
Serterberiesss ; 174 225 =51 277 507 =130 529 T =185 396 417 21
febdbersessssss 30 95 -3 35 122 48 567 9 332 110
Hovemhereseaaest 183 215 =32 358 470 ~112 580 765 «185
: Decembersesess 178 210 -32 385 583 ~1298 535 £68 =33
Bismgnossst 1% 211 -12 259 390 131 W90 691 -201

1/ Monthly value

2/ Palz oil crud:

Use3. palm 0il imports divided by the monthly volums.

falaysia 5 percent bulk c.i.f. North West European ports.
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Table 18.-=5oybean ail gricea in the United States and Europe with

monthly, 1972-74 anc anuary—Se;te'ﬂber 1975
(In U,S. dollars per metric. ton)

spreads

: 1972 : 1973 1974 : 1975
z U.S. :Europe 1U.8. less : U.S, :Europe :U.S. less: U.S. :Europe :U.S. less: T.S. : Europe : U.S. less
Month 1/ .z 2! :Europe . 1/ : 2/ :Furope : 1/ I i :Furope _: 1/ 2/ + Eur ‘pe
January..eeet 240 249 -9 Lo 239 s ;63 665 =34 741 775 -34
FebruaTy. ... Lo 246 -3 . 287 251 -4 ;802 780 +22  : 648 561 ~13
March.......; 258 258 0 306 3L, -5 656 711 45 o+ 642 622 +20
APTilisecees: 262 272 -0 : 331 333 < 622 660  -38 : 622 624 .
'«.ay 251 252 -1 LA 373 + i 648 775 -127 ¢ 520 516 +4
June.,......: 236 23 +2 425 455 30 ¢ 697 788 91 : 51 525 -11
Silpearesssit B¢ 028 a0 i 550 56 ;. 893 72 421 i 606 578 +28
A42USts.eeee: 223 223 o i 7% 548 4191 : 955 922 YRy 599 +28
September...: 216 225 5+ 53 508 28 : 897 933 -36 : 539 551 -i2
Octobef.. st 212 228 -16 ;509 531 22, : 933 1,045 12 ;475 495 -20
November.,..: 212 240~ -28 S uso 490 -40 891 943 -52 i 423
R T 234 20 i 573 603 -0 . 838 892 54
Average.. . 233 261 -8 437 636 +1 5 789 832 43
1/ Soybean 011 crude, tank cars, f.o.b. Decatur. .
2/ Soybean oil crude, f.o.b. D.ztch mills.
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Table 17.—U.5. Frices for Fzlr znd Soybean Cil, monthly 1972=7L and
danuzry=-Ierierder 1375

(1= 1 =3 doilsrs ter metric ton)

..ut..'.

¥enth . Palm y . Soy_j ‘:52;1:1 1255. PaJ_ _/ Say __/ -i: b ess; Paln _1/ ' Soy 3/ :i{.—;;: 1ess: Palem }/ SOY,E-/ 5-?Oa.?:.s iess
_ ,January.......: 239 240 -1 157 223 -;1 308 671 -323 kg8 - . TL1 =53
CebIUIrTeesses 252 213 +9 182 287 ~105 354 802 -4L8 507 4.2 ik
Harcheeseeseeet 202 w3 -6 195 306 - w7 655 <139 . 6L gz -3
Aprilesececaes P o 242 -39 197 331 -3, Lo 622 -2 636 622 +14
Pay. 186 251 -65 200 377 -177 499 64,8 =149 543 520 +23
JNLe swewnns o 187 236 -49 230 L25 -195 " 502 €97 ~195 507 51k -7
Julyasidsnennie 169 227 -58 216 L9L ~24,8 4L 893  -h22 L53 £05 -153
Aupustees .....i 201 223 | -22 22 729 =L45 504 053 =451 420 &27 - =207
September.....i - A5 . =42 277 536 -259 529 . &7 -368 396 539 -143
OctobeTevennas 190 212 ~22 354 509 -155 587 233 =24 360 LTS 2115
NoverheTueesees 163 n2 =% 358 450 -2 580 891 ~311 L3
'Decer-ber......: 178 xt -6 3g5 573 ~i88 635 838 Wi 3/ 15

AVETALCaoaes? 199 233 -3k 259 137 ~178 430 789 -259

]

1/ Yontnly wvaiue U.S. palm oil imports divided by the monthly volume.
2/ Crude oil, tank cars, f.o0.b. Decatur.

3/ Preliminary as of December i.
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Table z0.=~Eurcpean Prices for Palm and Soybean 011, monthly 1972-7%-and
-&"uFFHSey‘temher 1975 %
{In U.S. dollers ver metric ton)
: 1572 : 1873 : wm : 1975
Yt : i sraln : g r-alm H : & sreim T Z g s sPa.Lr
q : Palm 1/ - Sox 2/ 21255 - Palm 1/ . oy 2/ _1;':; - Palm 1/ d Soy 2/ RS S Palz 1/ : Soy 2/ _i:';: soy
JENUAr e e es s 193 246 -5% 210 229 -5 693 &45 +22 552 775 -223
Februz Yeee : 177 %6 "'59 21‘49 291 =12 752 780 -23 L")l 661 =200 "
Varchyessss: 210 252 -L8 266 3 ~45 710 m -1 150 622 172
Ma¥ssesnnsal 215 252 =37 339" 373 =34 611 775 =164 378 - 516 -138 ¢t
s w
Junmeasesnit 207 23 =27 393 455 =62 611 788 =177 332 525 ~193 =
H 1
JWlFessenest 210 226 =16 490 550 ~40 639 872 =233 337 578 =191 .
. Alpisteeesst 219 223 =L 557 58 49 721 922 -201 452 559 =147
Sertember,.: 225 225 0 407 508 -100 L - 933 -219 17 551 .
October....: 22 228 -4 122 531 -109 ™ LM5  -2t6 110 495 -85
Noverber.e. 215 240 - =25 E70 L90 -20 765 9L3 -178 395 L23 ~28
Decembersas: 210 23, -2, 589 603 =20 668 892 -22, 3/ 38 115 -3l
Average.,,: 21 - 21 =30 390 4,36 =16 691 832 =11
Ay Soy.uean c; il eruue, IeOnOy ~ULCH MmIllS,
_/ Palm oil, ecrude, Halaysian 5 percent, bulk c.i1.f. North West European ports.
'1/ Drel:.m.ra-'y as of December 4, 1975
X _‘..,r':e' il Serle
-t
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Table 21.——Relziive price discounts for pslm oil in the U.5. md Barope
with comparisons, monthly 1972-7, and January-Septeamber 1975
: (In U.S, dollars per metric <on)
: 1048 o F97 : 197L : . 197

Vanth . . 1t 7 Vaoge . G 7 . 1" = < e a2 1
vonth - SR 8T g U3 d8358 4y o s $J.B. less? iy $PeTe 1ESST 44 o i tilG. less

. UeSe Europe o le s bede s Ty U.S. . TATOEE .~ oo o L.z, i Zuroge o Pairvirs
JaNUaTYesannas =1 =55 +55 =31 =25 -2 =332 +28 =351 =53 =223 +170

+9 =55 +78 =105 =42 -63 =LLE -Z8 =20 =41 =200 +159

Februar’.ssees
i T Np— ~56 -L8 -8 ~111° =45 —66 -1c9 ] -158 -23 ~172 +149
-39 - L5 +6 -1z, -0 ~94 -172 =47 -125 +14 -186 +200
Bl po v masnnin -5 -7 =28 =177 -3, . =13 ~149 ~154 +15 +23 -138 +1£1

JUNBassessnnen ! =40 -27 =22 =195 =52 =133 =195 =177 =18 =7 ~193 4185 .

AFTil--nc-l--o

Jul¥essssassns -58 =16 =42 =248 -60 -188 =422 =233 =189 =153 =191 T o438 w

AlUTUSLeeseanes =22 =4 =18 =L4L5 +9 =L54 =451 =201 =250 =207 =147 =£0 -3

-259 -101 -158 ~368 -219 =19 ~143 -1 -9
=22 =k, =18 =155 109 A =34 =246 =100 ~115 -85 -30

Serptemheriases
Octobersasesee
Noverberseesss -29 =25 =l =92 =20 =72 =311 =178 =133 -28

Decembereeesss "35 -2l =12 -188 . =20 "'168 "*203 "22‘} +21 “3&

Average.. =34 =30 =l -178 4,6 =132 =299 =141

S8 S3 S8 _s6 B OF PE BF 3 B SF ee B Be B

Summation of first differences indicated in Tables 19 and 20. e ¥
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Table 22.--U.S. soybean =il prizes corr
o =il o2deds {m Maloyess, whs il

Mo
i
[
e
N
N
[ 5‘

monthly 1577°=74 and Janusry 1375 te fa-e
In U'.S. éellars =er —atric tom)
1Soybean oil: Paln il : :Scybean oil; Palm oil

Year/Month :U,5. 1/ :Malaysia 2/: U,§., 3/ ¢ Eurcoe &4/ :Yezr/Momth :¥.S5, 1/ :Malaysia 2/:  U.S. 3/  :Eurcpe &/
1972: :1974:

January...: 240 177 186 17T 1 January...: £31 436 499 752
February,.’ 243 162 187 210 : Tebruary..: 292 435 502 710
Mavehevassd 258 187 169 227 ¢ March.....: 566 475 471 613
APTLLevnvad 262 171 201 213 .- | 55 1 P 622 518 504 611
MaYesoennes 351 183 174 207 ¥ Mapegag so AL8 5645 529 611
JuNe,unseat 236 183 150 210 v JUNB, et 697 588 587 639
JUIYL eyt 2l 189 183 219 R | T 893 €19 580 721
August...,: 223 188 178 225 ! AuguSta.e,: 955 659 635 714
September, : 216 188 192 224 : September,: 837 627 £38 799
October...: 212 189 182 215 § Oetdberiv? 933 650 607 765
November,,: 212 128 195 21¢ : November..: 891 609 619 668
December,, : 214 . 199 197 210 : December,.: 838 501 636 552
1973 : £1975: ,

January...: 223 192 200 249 1 January...: A 492 543 461
February.,.: 287 212 230 266 : February,..: 548 397 507 450
..‘Iarch.....: 306 208 246 293 8 Marehaseest 642 368 453 438
ApTileca.,: 331 288 254 339 ! April.icesa: 622 ¢ 311 420 378
Mayepvuaust 377 251 277 393 3 Mayeeainnsa? 520 323 396 332
June..eae.: 425 302 354 490 R {1 o] R 514 360 387
iR G E 494 275 358 557 ¢ Ul suseal 606 452
AUBUSt. ... 739 321 335 407 3 August....: 627 417
September,: 536 293 308 422 ; September,: 539 410
October...: 509 355 354 470 : October...: = 475 395
November. ,: 450 341 467 583 : November,,: 423 © 32
B, = el 1= 573 4852 450 693

: December..: 415

LTSoybean o0il crude, tank ears, f.o.b. Decatur.

+ months to cotrelate with U.S. soybean oil prices.

lata advanced 4 months to correlate with U,S. soybean oil prices.

2/ Malaysian palm oil, crude, f.0.b. Malaysian ports, data advanced

3/ Monthly value of U.S. palm oil imports divided by monthly volume,

fest European ports advanced one month to correlate with U.S.

-7

4/ Palm oil crude, Malaysia 5 percent bulk c.i.f. North
soytean oll prices,

_ci_



Tehle 23—FEC, Jabsm, Bnd WS, y Soybeen, and Jelismsesd Cils
cerrniETy wnd Jleasifivaiiay ; = 5 ke Rk LarEn : Foodi ; Tl
g 3 0B 2 Erersiiseoe : K%t Gerere 3 GSP sTesrorarT: -
t wealuh 5/
Falm Ci1 :
" Crade, industrisl or techniecal :
FuTPC T Csnsvnvanvnrsnassasnnninas + : b Free 6-[; 2.4 8 i0 L - Free Prep
Cil o-Far ithan cryde, industriz) ¢
and neehpdsal TUNOSE S sunrerrest 2 Free 6.8 LeB 8 o W L - - Free Free .
Crude ~il, non-technical purposas: 6 Free Teb - 2.6 g 10 L - Free ‘Free
Cil ¢iter than erude, non-techni-—:
cal DI PCSe i sverrarnnersssesnse ! 14 Free 12.L 2.4 g 10 L - - Free Free
Soykean 01l s : é/
Cruie, inlustrial or technical & 5 A B A 3 A 3
FUIT OS2 Sevosnsvnraostsovoresonns 5 Free 9 3 28 20 28 20 23 17 - - 22.5 LS
0il otker than crude, industrial :
and tecknical PUrPOSESsesssssssst 8 Free 10.8 L.8& 28 20 28 20 23 17 - 22.5 45
Cruie oil, ren~techniral purposes: 10 Free 12 ) 28 20 28 20 23 17 - - 22.5 L5
Gil otler thzn crude, non-techni-: '
oal __.,'.':?‘o.--c-o--r-n-oo.-og-= 15 Free 15 A 28 20 28 120 23 1% Ll 22-5 L5
Cottonze=2d Cid *
Crude, industrial or technical ¢ 17
TUr 052 Sesarsscsonsevcsasvetennnnl 5 Free 7 3 20 30 - - ; 17 ' 3 3
Cil ctre= than crude industrial- 3
and feshaicn] PPN Seses i o g Free 8.8 L8 20 + 30 - i 3 3
Craie oil, non-techniral purpeses: 10 Free 10 4 20 20 -- 17 3 3
cil € thisn driiey non-teckni-:
o i o ol SR PR Y 15 Free 13 i 20 20 - - 17 3. 3

.-i?Eq..

;/ Tus ZC czn impose a counter zg_llnq crharge on imports of paln and blher vegetable oils if the EC helieves inports have benefitted
frem 5ubsidies or messures of equivelent effect, Such a charge has rot heen imposed on palm oil imports.
_/ Z2ire and the Ivory Ceast are ranhers cf the lome Conveniion. Yalaysia and Indonesia are not members,
1/ Fal-n o0il will be elipible for fu:és. The STAZZX scherme has not yet been irplemented,
L T : on oil other than far iks "'-u""‘u:e of iron or steel products or of .;n Flzte ¢cr terr=
ate is 3 cents per 1lb,; in other worﬁs the bound rate of duty for palm oil other than for metallurgical purposes is 3g¢/1b.

udd

— - - o - 7 a3 -
_r,._,_ 5f posvrialdon,

ey

Elt’;"{:z" '

Irnciudes Malaysia.
At Acid content rore than 6 rercent; S: Acid content less than é percent.
Specific duty, in g/1b. All others ad valorem.

Ty i . ¢
- “/,4



Apprndix ~ A
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V8. Tarire History
The Larilf history on palm oil has been closely tied to other related

oils such ap coconut or palm-kornel oils. The Rovenue Act of 1934 imposed
n tax of 3 cents per pound on the first domestic processing of palm kernel
oil nnd palm oil %oxccpt palm 0il used in the manufacture of iron or steel
products, tinplate or ternc plate or any subsequent use of palm o0il residue
resulting from the manufacture of iron or steel products, tinplate or terne
plate), and on derivatives (fntty acids, salts, ete.) of palm kernel oil.

The procesuing tax provisions were carried over into the Internal Revenue
Codo of 195 aa scetion 4511, As’de from the processing taxes, which wvere
technically "internal® taxes, no additionnl duty was imposed on palm oil.
Tho procecuing tuxes acted as import duties and wero subgequently incor-
porated into the Tariff Schedule of Lhe United States (1808), and IRS
spoction N1 wan rapealed.

The procéesning tuxeca vore imponed in 19734, principally to protoct domea-
tienlly produced vegotuble oila in their wse in the production of edible
producta ouch ng margarino.  The fact that the major use of coconut oil-—

.

the principal oil invelved —- shilted from food Lo industrial use, the

3 cenls por pound processing tax s suspended in 1957 until July 1, 1960
(M.-85-035 see.3). That legislation was followed by the suspengion in 1959,
#loo until July 1, 1960, of the processing laxes on palm 0il, palm kernel
oil, obe, (11.-86-37). The suspension of all taxes was extended until July
T,lﬂﬂﬁiflﬂwﬂﬁmhjﬂ) and further continucd until July 1, 1966 (PL—B?—859)-

In carly 1965, n Coconut Oil User: Committee made up of a large number of
U.5. fivmes using palm oils, including coconut, sought support of various
execulive agenciens for major changtes in fimport dutics of these oils includ-
ing the repeal of that portion of the dubies on products derived from thesze
oils thal vefleet the former procossing taxes. The bill (II.R. 6568) was
Introduced in the House on March 27, 1965, by Representative Fugene J. ¥eogh
(Domocrat, Neu York). A similar bill (iR, 9808) subsequently vas intro-
duced by Representative John J. Rhodes (Republican, Arizona). The House
Comnillee on Ways and Means conducted s oxecutive scgsion and public hear-
ings.  The United States Department of Awriculture (USDA) was reprecented
ol hearvinga.  On October 18, 1965, the House adopted the Ways ond Mceans
Commitlee bill on voice vote. The Senale Finance Committee subsequently
algo hold heavings where again the vieus of USDA were presented ag favor-
able to the romoval of the procecsing leizes.

On April 13, 1966, Congress paused PL-£)-.388, muking the suspension of bhe
proceasging taxes of palm oil perminent.,
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Tavitl Rale

The legal .80 duty rote on polm o1l iu wero or froe. However, fop
purpones of negoliantions palm oll is broken down ngs follows:

L Deasriplion Duty MFN
176,30 Pulm oil inporled

to be uied dn the

manfacture of iron

or ateel products,

or of tin plate or

terie plate free

Paln oil, other - 34/10b.

Theso nro the rates that were bouad bo Tndencsia when the Revised Cariff
Schedule came inlo effoct on Septomber 1, 1963. The 3 cenla per pound
duty on pnlm o0il, other, included the former processing tax. The free
rate hag beon in ceffcet since April 13, 1966, Bocause the duty on palm
oil, other, is bound at 3 conts por pound and not at the precently lepal
rale of froe, legislative wetion would be required to inerciase the legal
rale to 3 conto per pound. If the rale were raised above 3 cents per
pound compensation would be required. Un Janunyy 1, 1948 palm o3l was
bound free to tho Bonolux. This binding beeame inoperotive whon lhe
Raviaod Tariff Rate was ndopbed since btho Benelux wag negoliabing on bo-
hal " of Tndoneain. The May 20, 1950 binding of free to Liberin wag given
up by that country when it withdrow Trom the GATI on Juno 135 1953.

Pulm o0il duties in the EC-9 and Japan are as follown:

Furopean Comwunity

i e Duty T
iR Doeription Conventional Aﬁutonomnus_HPrefnigﬁpinI:
1507D1AL Crude palm oil for _ Yaouu%u,ﬂOCT
technical or indus- & Lome, frec
trial uses, L 5% '

1507D2A1L Crude palm oil Yaounde,
other than for 9% 9% AOCT & Lomé
technical or Temporary: 6% Troe
industrial uses. (inderinite)

1507DoAD Other than Yaounde, AOCT
Crude palm oil g b7 & Jomé, freo

Note: The FC import duty applicable to major palm oil exporlﬁrn vould be
the conveniional duty rate.
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JAPAN
B Duty
N Description MIN _General Preferentiiul
150761 Paln oil, Crudo,
Rofined or &% 10% ' GsP: L
Purifiod

Malnysian Fxport Duties and Succharpres on_Palm 0il

Tho Malaysian export duty on palm oil as of October 1975 was U.S. $62.31
per motric ton, nearly 50 percent below Lhe June export duty of $122.30

por ton. Similarly, the oxport surcharge on palm oil fell to $7.15% per

ton in Qctober fromw $10.37 in Junc. "These changes represent the incrensing
competitivenons of palm oil in world marlets, since Malaysian export taxes
arc tied to current world prices, which doclined more or less consistently
during 1975.

Malnyeian palm oil: Fxport duties nud surchavges ~ 1975 (Jun.-Oct.)
(In U. S. dollars)

. 5 U.8. dollars i —
1974 per Ringgit Duty _ Surchurgae | Totul charges

Junc 4200 122,30 10.37 132.67
July 345 ~ 0 121.36 10.07 131.43
hugraal, «3979 691 7.60 : 77.0k
Sepbuilas .3932 64 .56 - 71.87
Oclober .3893 62,71 7.15 69.46
November . 3892 1/ 1/ 1/

Docembor . 3866 1/ 1/ | y

1/ Not available.
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Appendir - C

3. _Governmont Conbribubions to_Tobernational Financial Apencien
sSupporting Puim 0il Development Prodjuels

Relevant Agoneioa:  IBRD (Internniionsal Bank for Reconatiuclion and
NDevolopmenl), ADB (Apinn Tevelopment, Bank), T0B (Inter-
American Dovelopment. Bank) 1/

Money contributed by the United States Lo internationa21 finuncial agencics
supporting palm oil production becomes part of o subsicviption capital base
Lor cach agency. The bane has two porty: paid-in eapital and collable
cupital (the amount a membor must conbribute in case of defnult). The
bulk of funds actually louined (90 pereent) originates in private capital
marketn, acquired through agoncy bond insucs and organived joint--in-geveral
loang.

The ratio of U.S, paid-in capital to these aponcicst tolul approved loans
docs not give an accurnle indication of how many .5, dollars are actually
involved in overgeas palm oil development projecta.  Two factors make sucl
an agsoclation inappropriate: (1) Which projecls uge U8, Government
dollars eannot be pinpointed; paid-in dollara from nll contribuling
counlries nro pooled togother fo) dislribution; and () total U, 4. puid-in
dol1ara haveo hoon donated continvounly sinco J9hh, rendaring futi le uny
offort, Lo connect those dollurs vith piclm 0il projeetn — all of which huve
beon iniltiated ninee 1965.

A more valid relationship can be estoblished belween Lotal ecqdlable capital
and total approved lonns. These eallable funds, Lhough not directly paid
in, are that part of the capital base which may be "ealled up" should an
apency dufault on a bond. Growivg in inevements of o 7| to 2 percent
amwmally, collable capital providea there apgencics with a crodit worthiness
thal enhancos thelr bargoeining positions: when entering privale bond markels.

o 3 4
1up £/ A Y s 3

h P .
Total approved loans 22.32 __—__{(80.{;%) i) 713_.?,;9'7 s oy 33 2
Total callable- capital 27.74 11838.13(?{'94) ﬂ.93—(”6'9%)

The totul of loans granted gtoys clooe lo the enllable capital base.

The United States is not a svbscribing member of tho Africon Development
Bank, Furopean Development Fund, or Buropean Investment Bank.

Aa of June 30, 1979
Ag of December 31, 1974
Million US dollars.
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The link between privete capital solicited by the agencies -- some of
which io used for palm oil loaus - and the dependability of the agencies
(due in part to the supporl of U.3. enllable capital) must be considered.

IBRD ADB IDB

e

U.5. sharoe of

‘ I
Totol cnllable cupital ?.03—/ _— 120.64 o 2.05 ¢
Total callable capital 27.7% (25. 3%) 1,836.16—(6')£) h.gg (4. 27)

U. 5. subacribed dollaras (not paid in) constitute an appreciable amount of
onch agency's cnllable base; in tyo canes the percenlage is significant.
(The Asian Dovelopment Bank loana are only 6 percent of the total palm oil
loan funda). Therefore, cince th- sive of an agency'a callable copital
buae lends eredit worthiness to its bid for private funde, vhatever success
these ngoneies auchicve in marketing Lheir bonds to acquire loanable funds
con be partially socribed, by inforence, to the large ghare of U.S. money
plodged Lo their eallable capital bages.

Assuming the removal in part or whole of this U.S. contribution to capital
fundu, the precise offect on future palm oil loans canrot be quantified.
The credit of theso agencies might be damaged by such u removal; and pri-
vate markets would most likely puichase fewer bonda, thereby providing
fewer dollars for all prospective Lloaua, not merely palm oil projects.

But Lhe presence in thene ngencien of o capitul buse contributed in part
by the United Statce, offers groundwork for exerting justifialile U.S.
concern ‘that thoae louns be deercased or redirected, which promote Pilm
0oil production in such volume that, thoir long-run cffcets prove injurious
to the foreign and domestic marketing of' U.S. vegetablo oils.
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Figx. 3. Growth in Pdlm 011 Proddus dlon from International Afﬂnqy Tunn\, an
SharL An Morld Prodnatlnn of aln Oif- 1”6? 107J uithml“7g-1910
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Fig.7. Proporfic: of Palm_0°1 Consumption for U.S., E.¢
ond Otkec, 1970-76_w:th 1980 projection
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