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4 VEGETABLE OILSEED PRODUCTS
BY KEVIN 'PARRIS

In this chapter an attempt is made to analyse the trading
relationships between the EEC and the ACPs in the vegetable
oilseed products sector. As background to the more detailed
discussion of trading relationships, a number of important
general characteristics of this sector are first outlined.

i. Vegetable oilseeds are cultivated in most cases primarily
for 0il yield. The other product of seed crushing is veg-
etable oilcake or oilmeal (referred to collectively in this

study as oilcakes), and for most oilseeds this provides a
suitable animal feed due to a protein cortent of between
30-70 per cent.

ii. At the crushing stage the potential yields of oils and
oilcakes differ between each oilseed and on account of the
method of crushing. As there has been a tendency for a
long run oversupply of vegetable oils, in contrast to a
rapid growth in the demand for high proteir oilcakes,
crushers have tended to become biased towards those oil-
seeds with a low 0il content and a high oilcake/protein
yield. Because of this, over the past two decades, there
has been a substantial shift in both world production and
trade in favour of soyabeans and away from, especially,
tropical oilseed products.

iii. Due to advances at the crushing, prccessing and
refining stages, most vegetable oilseeds can be regarded
as technologically interchangeable.

iv, Substitution is nct only extensive between oilseed
products, but also between vegetable o0ils and animal and
marine oils and fats (butter, lard, fish o0il) and between
oilcakes and other animal feeds {(cereals, fish and animal
meal). The existence of these substitution possibilities
between different oilseeds, and between oilseeds and
competing products, infers particularly complex market
interactions.

v. The United States, through soya, accounts for 50-60 per
cent of total world production and exports of vegetable
oilseed products. Other production and export centres are
reasonably well distributed throughout the world. However,
in the case of major consuming and importing regionrs, there
is more concentration with Western Europe and Japan
accounting for 70-20 per cent of total world consumption
and imports.

vi. Three firms, Unilever (Anglo-Dutch), Procter and

Gamble (American) and Colgate-Palmolive (American}, are
estimated to control 75-80 per cent of consumer goods based
on vegetable oils in North America and Western Europe.
"Naturally these firms do not control 80 per cent of the
world market, but their size and importance are such that
their decisions cannot help influencing short term market
trends and developments”. (Rangarajan, L.N., 1978},

* This material is covered in mcre detail in Parris and
Ritson, 1977. See also Commonwealth Secretariat, 1973;
Godin and Spensley, 1971: International Trade Centre,
1972; and USDA, 1971.
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B.

EEC Cilcseed
Products
Sector

i. Production and consumption balance. Self-sufficiency
ratios for all vegetable cilseed products are low in comna-
risen with most other products that are covered by the CAP.
Table 4.1 shows the levels of procduction and consumption
over the pericd 19582-1975% and it illustrates that taking
only domestically produced and crushed seed, cil and cake
cself-sufficiency is about 1C per cent. This represents
only a small increase over the past two decades, and all of
this increase is accounted for in the vegetable o0il market,
reflectina the changino pattern of demand mentioned in 1ii.
{above). If production based on imported seed is included,
self-sufficiency ratios increase to 77 per cent for oil and
55 per cent for cake - indicating the importance of impor-
ted supplies to the European crushing industry.

While seven different oilseeds are incorporated under the
CAP (see below), and there are others which are cultivated
commercially, two cilseeds - rapeseed and olives - domirate
EEC production in both value and volume terms. Certain
characteristics set olives somewhat apart from other o0il-
seeds, and although the crop is important as far as the
Community is concerned, olives are of no real consequence
in the context of the present study. The consumer regards
olive cil as a superior cooking and salad oil, prices

being two to three times higher than of most other soft
cils. Production and consumption are concentrated in the
Mediterranean region, and the ACPs have no commercial
interest in the commodity either in production or trading
terms. Hence, although olive 0il is strictly an oilseed
product, only passing reference is made to it in this study,
and the following remarks refer to the other Community
cilseeds.

Although the total EEC hectarage of oillseeds has increased
by some 5 per cent per annum since the inception of the CAF
(1967 for cilseeds), the Community <till only produres
about 1 per cent of total world production, although EET
rapeseed does amcunt to about 14 per cent of total world
output (Table 4.2).

The dominance of rapeseed is mainly because it is well
suited to the cool temperate climate of North West Europe
and this climatic factor also explains the relative lack of
success of attempts in the Community to cultivate, partic-
ularly, sunflowerseed and socyabeans, as these crops prefer
a warmer regime.

ii. Consumption. Oilseed products are much more important
when viewed in terms of total supplies for consumption in
the Community than is indicated by their relatively minor
position in domestic agricultural production. Imports
irto the MNine in the 1975/76 marketing year of all veget-
able cilseed products accounted for (in value terms) 10.6
per cent of total agricultural imports. This can be
compared with figures of 8.6 per cent for cereals, 4.6 per
cent for natural textile fibre, 4.5 per cent for coffee,
3.2 per cent for beef, 2.4 per cent for sugar, and 1.8 per
cent four citrus fruits.

There has been, in general, a significant increase in the
consumption of oilseed products, although this expansion
has tended to fall off somewhat during the 1970s compared
with the 19%0s and 1960s. There has also been a more rapid
arowth in seed and cake consumption rates than for oil

{see Table 4.1).
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Levels

Table 4.1

of Production,

Consumption

and EEC-9

Self-Sufficiency

in Vegetable Olilseed

Products

1955-1975

(1000 metric tons)

Year

1955

1960 1965 1970

1975

Vegetable Oilseeds

Production

% S5-yearly change
in production

Consumption (excl.
stock changes)

% H-yearly change
in consumption

% self—-sufficiency
ratio

Vegetable Oils
Production {(from
domestic and
imported oilseeds)

% S5-yearly change
in production

Consumption (excl.
stock changes)

% b-yearly change
in consumption

% Self-sufficiency
ratio (baced on
domestically
produced oilseeds)

% Self-sufficiency
ratio (based on
domestic and
imported ocilseeds)

Vegetable Oilcake

Production {(from
domestic and imp-
orted oilseeds)

% b-yearly charge
in production

Consumption (excl.
stock changes)

% H-yearly change
in consumption

% Self-sufficiency
ratio (based on
domestically pro-
duced oilseeds)

% Self-sufficiency
ratio (based on
domestic and imp-
orted oilseeds)

338

4169

1601

2718

59

56

341 644 901

+1 +40

5761 eel3

+38 +35

6 10 10

2107 2267

+-15 +15 L@

3267 3682

+11 +13

63 62

4384 5873

+46 +25 +34

6528] 92185 | 121%7

+53

54 48 48

1122

=25

11195

27

10

2739

21

3575

10

77

7989

+36

Table
exception of olives,
detailled balance
1977 C.

Ksourcoe:

51

sheet

olive

FEDIQOL - 'Statistiques'

is available for

01l and olive-cake.
1075/76

(various

includes all vegetable oilseed products with

A more
in EC,

editiors)




EEC's Oilseed Production as a Percentage of

Table 4.2

World Production Levels: 1974-1976 (1000 mt)
(1) (2) (3) (4)
EEC-9 (1) as a % world (1) as
Production! of total Production | a % of
EEC-9 (3)
Production
of all
Total oillseeds Total
Rapeseed 1050 23 7729 14
Sunflower seed 129 10 10119 1
Linseed 51 4 2454 2
Mustard seed
(1973-75) 25 2 321 e
Poppyseed
(1973-75) 4 0.3 21 19
Hempseed 0.3 0.02 34 1
Others, i.e.
Soyabeans All
Cottonseed approx-
Groundnuts imately
Castorseed 0.1 of
Sesameseed world
produc-
tion
Total 1259 100 142882 1
(Oilseeds
listed
above plus
Safflower
Copra and
Palm Kernel)
Olive 0il 539 - 16982 32
Sources: Eurostat - Crop Production, No. 5, 1976, and
No. 1977.
FAO Production Year Book, 1976, Vol. 30.




Table 4,3

Consumption Patterns of Vegetable Oilseeds,
0il and Cake, in the EEC-9: 1955 to 1975
(Excluding Olive 0il)

Year 1955 1965 1975
;f{ggug‘; Seed| O0il |Cake | Seed | 0il |Cake | Seed | ©0il| Cake
Total

(1000 mt.) 4169 | 2718 [ 4273 | 6512 | 3267 [ 9215 | 11195 | 3575 | 14522
of which as

a percent-

age:

Soyabeans 23 6 |n.a. 47 16 {n.a. 73 31 66
Rapeseed 5 2 |n.a. 10 7*%{n.a. 9 5
Sunflower-

seed 1 1l In.a. 2 4 |In.a 3 e 3
Linseed 10 13 tn.a. 6 9 |{n.a. 2 2 3
Croundnuts 1e 20 In.a. 12 16%|n.a. 4 10 5
Copra 15 16*|n.a. 10 la*|In.a. 6 13 6
Palm Kernel le 12*%|n.a. 9 € {n.a. 1 6 3
Cottoncseed 6 5 |In.a. 2 5 {n.a. 1 1 5
Palm - 16 - - 12 - - 18 -
Others 6 9*|n.a. 5 9 |n.a. 2 6 5

* Estimate.
(Consumption statistics do not include variat Lon in stocks).

Source: FEDIOL 'Statistiques’', (various er*tions}).

Table 4.7

EEC-9 Imports from Third Countries:
1964 to 1974 (1000 mt,)

1964-66 1972-74
Seed 0il | Cake Seed 0il | Cake
From all countries 6330 | 1366 | 5076 9766 | 1906 | 7272
From developed
countries 3699 191 ;1810 6986 231 | 3490
% of total 58.4 |14.0 | 35.7 71.5112.1 }48.0
From LICs 2339 {1043 | 3169 2612 | 1426 | 3743
% of total 37.0 | 76.4 | 62.4 26.7 | 74,8 | 51.5
From Centrally Planned
countries 292 132 Q7 168 249 39
% of total 4,6 9.6 1.9 1.2 113.1 0.5

Source: 1964-1973 QECD. “Trade by Commodities - Market Summaries: Imports',
Series C. Vol. I., Jan.-Dec., 1974, Stats. Off. of the EEC (Euro-
stat) "Foreigr Trade Analytical Tables., vol. A, Chps. 1-24, 1974.
(NIMEXE ).
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The Common
Agricultural
Policy and
Trading
Regime for
EEC Oilseed
Products

Another important trerd has been the growing dominance of
soyabean products in the EEC, at the expense (in both
absclute and percentage terms) of oilseed products grown
extensively in LICs, e.q. groundnuts, palm kernel, copra
and also ccttonscseed, sesameseea and castorseed. However,
there has beer some recent revival in copra and palm oil
consumption, two exclusively tropical oilseeds (see Table
4.3).

n

At the level of the individual consumer, consumption
patterns and trends are difficult to analyse, due to the
lack of disaggregated data. For vegetable oils and fats,
while rates cf per capita consumption within the Nine differ
widely 1e.g. 20kg/head in Italy against 7kg/head in Ireland
(1974/75)) as does the ¢ mposition of consumption (e.g. a
bias towards olive o0il in Italy) the growth in total oils
and fats consumption amongst the Nine has been more or less
urniformly due to increases in vegetable o0il)l consumption.
This is set against a more moderate growth in per capita
slaughter fat intake and no growth at all for butter and
marine oils.

For ollcakes, despite an increase of 6.2 per cent per annum
in domestic oilcake production (1965-1975%), import reliance
is still inp the range of 45 to 50 per cert of total require-
ments. Consumption of oilcake also differs greatly between
various Member States and rough figures estimate that the
UK's present intake 1s about 10-15kg per head of livestock,
set against. 25~35kag per head of livestock amongst the
original 'Six'.

The increase in corsumption of soya, compared with less
favoured (mainly) LIC oilseeds, has also been associated
with changes in the sources of imported supplies. Some 20
years ago, import supplies were fairly diverse, but now US
suopliers are tendino to dominate Community vegetable oil-
seed imports because of the switch to soya. However Table
4,4 showe that LICs still provide the major share of veaqge-
table oil imports, and indeed Brazil has shown the initia-
tive by competing for the European soya market with the
USA, supplying at present about 25 per cent. of EEC scoya
imports. Also, 1in volume terms, LICs provide nearly half
of Commurity oilseed importe, but in terms of value, US
ollseed exports to the EEC amount to more than the ccllec-
tive exports of LICs,. Amorgst the LICs exporting oillseed
products to the EEC, there has also been a change in shares,
with South America and South East Asia (Brazil, Argentina,
Malaysia and Philippirec) growing in importance, against a
general decline in imports from more traditioral suppliers,
especially African states such as Nigeria.

i. Internal Measures. The CAP for ocilseed products, unlike
that for most other CAP products (as described in Chapter ?2),
involves producers receiving price subsidiec paid out of

the Community budget. As a result, EEC and world market
prices for oilseeds are reasonably similar. In the cacse of
rapeczed, cunflowercseed, castorseed, soyabeans and linseed
(for 0il), a deficiency payment is qranted. This varies to
hridge the gap between producer target prices ard EEC

market prices. For the former two oilseeds, intervention
purchasirng arrangemerts are also in existence. For colton-
cseed, hempseed and linceed (for flax) the subsidy is a fixed
amount per hectare. These market regulations are illus-
trated in Figures 4.1 and 4.2. {(Olive 01l has a variable
import levy system, the ©CT being waived, ae well as an
irtervention and subsidy structure).
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Figure 4.1

Rapeceed and Sunflowerseed:
1975-1976 Marketing Year

(Figures in this diagram are for Rapesead: ua/mt)

~Sdrget Price

FE T T Y E L L X R X NN NN W R NN R R I R e e

Intervention Price

”Pr'gguger Price* R

1

Defic~-
iency
payment

forld and Comwmunity Market Price

% Estimate.

Source:

See Figure 4.

These prices are the institutional prices fixed at the beginning of the
marketing yeax. and do not take into account quality of seed on delivery,
monthly increments or transport costs.,



Figure 4.2

Castorseed, lLinseed and
Soyabeans: 1976 77
Marketing Year

(Figures in this diagram
are for Soyabeans: ua/mt)

Norm/Guide & Producer

Cottonseed and tHempseed
1975 1976 Marketing Year

(Figures in this diagram are
for Cottonseed: ua/mt)

Price* Producer Price*
285 ) 274 3
Defic-
iency
payment
203 Fixed
¢ subsidy
World and Community per
market price* hectare
L
146 lwor1ld and Ccommunity
market price* *
o} o}

* These prices are on the * Producer price determined on the
basis of a target yield basis that average yield of cotton-
of 1.95mt/ha. seed is about 0.35mt/ha.

** 7 months figures.
Sources: FAO - "Monthly Bulletin of Agricultural Economics and
Statistics". (Various editions).
EEC - "Yearbook of Agricultural Statistics". (Various
editions).
EEC - "Agricultural Markets - Vegetable Products -

Prices". No.l6/18.
AGRA EUROPE - No.739-E4/5,
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ii.»Exterral measures. 1Ignoring the variable import levy
system for olive oil, the principal instrument for regul-
ating trade with third countries is the Common Customs
Tariff (CCT) bound under GATT. This broadly involves:-

(a) Duty free access for vegetable oilseeds and oilcakes.
(b) A gradation of rates from 3 to 15 per cent for vege-
table oils depending on their use, and degree of

processing, as follows:-

5 per cent tariff rate for crude industrial oils

8 " - " ) " " r.e f i ned " "
io » " " " " crude edible "
15 " " " " " r\efined ” "

(All rates are ad valorem).

The CCT for vegetable oilseed products has remained
virtually unchanged since it was introduced in 1976, except
during the GATT Kennedy Round, when a reduction from 9 to 6
per cent was aqgreed for crude edible-palm o0il. However,
there are in operation three important types of adjustment
to the CCT:-

(a) The ACPs and remaining colonial territories under
Part IV of the Treaty of Rome, are allowed tariff free
access on all vegetable oils. (This is merely an extension
of the arrangement granted to the Yaoundé associates).

(b) Other LICs have since 1974 benefited from certain CCT

reductions under the EEC's Generalised Scheme of Preferences
(¢SP). Tariff reductions are selective in coverage and tend
to be on oils at the beginning of the manufacturing process.

(c) Through the regulations of the CAP for oilseeds, the

EEC is allowed to impose a compencsatory levy (tax) on third
countries as an anti-dumping device should “"unfair* compe-
tition ensue from exporting countries. This levy has only

teen invoked on two occasions -~ on Eastern European sunflower
0oil imports during 1967-69 and Brazilian castor oil in 1968-¢9.

Of growing ccncern among traders is the incidence of nor-
tariff barriers to imports of oilseed products into
Community. We may identify a number of such barriers
which have been used in the EEC, intentionally or other-
wise, to restrict trade. For ACPs, the health regulations
applying to animal feeds - in particular the question of
the aflatoxin content of groundnut cake - is perhaps of
most concern. There is now an EEC draft directive (EC,
1973 A) - not yet implemented as a regulation - on the
maximum level of toxic elements, including aflatoxin, in
animal feedingstuffs.*

Despite 'the fact that the Community has negotiated numerous
bilateral preferential trading arrangementes with third
countries in the Mediterranean, Middle and Far East, Africa
and Latin America, and though many countries in these
reqions are important oilseed exporters to the EEC, no
concessions have been made on oilseed products.

iii. Qutlook. Unless there is some break-through in plant
breeding, it is unlikely that hectarage of oilseeds in the
EEC will show any sizeable increase. While it might be

expected that growth in consumption of all vegetable oil-

* There have been come miror amendments to this directive
and there are proposals for a new directive which is
expected to be ir force by the end of 1978,
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ceeds will continue, it will not be rearly as rapid as
witnessed durina the 1960s. Differential growth rates in
corsumptior (i.e. faster for ceed and cake and lower for
0il) will still be evident. Community oilseed crushina
capacity 1is rot showinrg signs of large scale expansicn.
But 1f sionificant increases do occur, this could mean the
EEC becoming a net exporter of vegetable oil, perhaps sub-
stantially for soyabean o0il, in the longer term,

Imported supplies of oilseeds, and to a lesser extent of
oilcakes, will clearly =still be ecsential, but in view of
the above, Community import demand for vegetable oils isg
likely to diminish. The US seeme probable to retain its
dominant position., Feor LIC exporters, the cutlook is less
promising (except for csome of the existina prominent
exporters like Brazil and Malaysia) mainly as a consequence
cf the LIC's large share of EEC vegetable o0il imports and
because of their corcentration on ‘'tropical' oilseeds.

The CAP 1s unlikely to he extended to cover any further
oilseeds, and it 1is not anticipated that any dramatic
changes will occur here. ©[Erlargement to twelve countries
is really orly of consequence to producers and traders of
olive o0il, though surplus stocks of olive o0il could bring
some pressure orn the EEC to restrict imports of other oil-
seeds.

What of course is of greater potential impact on the EEC's
vegetable oilseed industry 1is CAP policies pursued in other
sectors, and in particular those affecting the dairy
industry. With the introduction of the CAP for dairy
products, milk production was encouraged through high
Community support prices. Milk output was further stimu-
lated through the oilseed CAP which allowed soyabeans and
soyameal imports in duty-free. These provided a cheap
protein feed which compared well in price with cereals, due
to high CAP support prices for cereals. This contributed
to a bulld~up in stocks of dairy products during the 1970s,
and in 1976 culminated in 1.3 million mt. of skim-milk
powder and 0.26 millior mt. of butter, arourd 70 ard 1% per
cent respectively of existing EEC annual consumption,. Rv
May 1978, these stocks had fallen to 0.8 million mt. and
0.18 million mt. respectively.

However, to dispose of these intervention stocks posed a
dilemma for the Community. Cheap soya imports provide a
relatively low cost feed for the dairy sector but they
also compete with skim-milk powder as an animal feed, and
thus make disposal of these stocks difficult. At the same
time the oilseed crushing industry has provided increasing
supplies of vegetable o0il (which is manufactured into
margarine) and this in turn is a cheap substitute for
butter,

This policy conflict between the vegetable oilseed and

dairy sectors has led to policy initiatives to encouraoc
consumption of dairy prcducts. In addition, there has

been an EEC lobby keen to restrict imports of vegetable
oilseed products as a way of redressing the dairy market
imbalance and also stimulating greater use of Community
cereals production in animal feeds, rather than impcrted

cereal substitutes, 1.e. cilseeds and cassava. The arti-
oilseed contingent has variously proposed a tax on imported
vegetahle oils; an agreement with the US to maintain high

soya prices to dicssuade EEC milk producers from its usc,
and the possibility of balancine the introductior of a
tariff on soya against a reductior in levies for cercals,
in CATT.



D. ACP's Oilseed
Products
Sector in the
Context of
Lome

For Lomé countries, if the EEC adopted a more protectionist
attitude towards its oilseed CAFP, but still allowed CAP
oilseed imports in duty-free, then 1mprovement in their
preferential margins might stimulate an expansion in trade
with the EEC.

At present there is olobal acceptance of the need for action
in the internatioral commodity markets. This has manifested
itself through the North-Spouth dialogue, UNCTAD's integrated
commodity fund, and in the Tokyo Round. Against this back-
ground, and in view of certain policy proposals which have
been discussed within the Community (e.g. common raw mater-
ials policy) it is probable that in the future we might see
more bilateral trading agreements in oilseed products based
on annual or long-term supply contracts, especially as an
international commodity agreement for oilseed products would
seem unworkable; instead, a commodity-specific, country-
specific resclution might appear more appropriate.

Taking the years 197%5-1976 total vegetable oilseed product
exports from the ACF to the EEC accounted for about 7 per
cent of ACP's total export earnings, and 15 per cent of
their total agricultural export earnings, to the EEC,
vegetable oilseed products are of commercial relevance to
nearly all ACPs, while for some 17 countries (Table 4.5)
oilseed products provide more than 6 per cent of their
total export earnings, with 4 having over 50 per cent
dependency (Cambia, Guinea-Bissau, Westernr Samoa and Tonga).
There are also a number of countries not included in this
list for which, although oilseeds do not furm a large part
of total export earnings, they are nevertheless important
as a percentage of total agaricultural export earnings (for
example, Nigeria and Zaire).

Table 4.5

Vegetable Oilseed Products®* Share in ACP Country
Total Exports: 1974-1976 (value Terms, Expressed
as a Percentage of Total Exports

%

Guinea-Bissau 06 Groundnuts and Palm Products
(1973-1975 figures)

Gambia Q4 Groundnuts and 0il

Tonga 72 Copra

western Samoa 53 Copra

Senegal 37 Groundnuts and Oil

Sudan 34 various Oilseed products, i.e.

cottonseed, groundnruts,
castorseed, sesameseed

Seychelles 24 Copra

Benin 22 Palm products

Upper Volta 20 Groundnuts, sesameseed

Mali 16 Groundnuts and 0il

Sao Tome and Principe 13 Copra and Palm Products
Ethiopia 13 Various Oilseed products, i.e.

sesameseed, @roundnuts,
cottonseed, castorseed

Sierra Leone Q Palm products
Comores 8 Ceopra

Papua New Cuinea e Copra products
Malawi & Groundnuts and 0il
Fiji 6 Copra

* Vegetable oilseed products comprice:-
Vegetable oilseeds, vegetable oil and vegetable oilcake.

Sources: FAQ 'Trade Yearbock': 1976 - Aug. 1977, Rome.

Eurostat - 'ACP Yearbock of Foreign Trade' Statis-
tics 1968&-1076 - Europear Commission, Nov, 1977,
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i. ACP market structure for vegetable oilseed products

Production of oilseed products in the ACPs comprises annual
field crops, mainly groundnuts, but to a lesser extent
sesameseed, castorseed and cottonseed, and tree plantation
crops, including copra and palm products (palm kernels and
palm oil).

In the case of groundnuts, West African ACP countries
account for the major area sown to the crop, with Nigeria
the main producer, but the Cameroons, Gambia, Mali, Sudan
and Senegal are also important. Between 1961/65 to 1974/76,
there has been zero growth in ACP output of groundnuts and,
while cultivated area has increased by about 4 per cent,
this has been offset by a yield decline, largely the result
of climatic deterioration. For individual ACP states the
picture is more varied with Nigeria showing a dramatic 75
per cent reduction in output over the past decade, a
combination of poor weather and farmers switching to more
lucrative food and cash crops. Against this,.Sudan and

the Cameroons have shown rapid increases in production,
mainly met through expansion in cultivated area. Other
annual cropping oilseeds .have shown similar trends to
groundnuts (cottonseed, sesameseed).

For the tree crops - copra and palm products - there has
been an overall growth in production amongst ACFs. Copra
plantations are largely located in the ACPs of the Pacific,
i.e. Tonga, Western Samoa, Fiji, etc.. where production has
expanded by some 30 per cent over the past ten years. Palm
products are growth almost exclusively in West African

ACPs such as Zaire, Ivory Coast and the Cameroons, and
although output of palm kernel products has declined by
about 15 per cent (1961/65-1974/76), this has been matched
by an equal increase in palm oil supply. Again, individual
country differences occur, with Nigeria palm production
declining compared with growth in the industries of the
Ivory Coast and Cameroons.*

Figures for crushing capacity changes in ACPs over the
past 20 years are extremely difficult to find but, if the
ratio between exports of seed and ¢il is any indication,
there has been growth in the ACP crushing, processing and
refining industry; but its development has been extremely
limited, when compared with the size of the EEC crushing
industry.

Estimating consumption levels of oilseed products also
poses statistical difficulties, but World Bank estimates
indicate that in Africa consumption of oils and fats
between 1960-1975 increased by 3.1 per cent per annum
compared with a world average. figure of 3.4 per cent. Trade
data alsoc suggesta growth in domestic demand for oilseeds
and oils for, in a number of countries, e.g. Nigeria,
exports of these products in relation to domestic produc-
tion levels have shown a sharp decline. This is mainly in
response to rising population and low initial levels of per
capita consumption of oils and fats, resulting in the
diversion of exports into growing domestic markets. This
trend is not so evident for oilcakes, where due to the lack
of intensive livestock methods and low overall per capita
livestock product consumption, growth in exports of oil-
cakes has been vigorous.

However, these broad changes in ACP export movements for
oilseed products mask certain more detailed developments.

* These estimates of production changes are drawn from
figures in FAO Production Yearbook 1976, Rome, 1977.
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{(a) Internal domestic demand has been a strong influence in
constraining ACP exports, but other factors have also been
important. There has been competition for land, particu-
larly for some annual oilseeds such as groundnuts, from
other crops. Another factor has been the problem of having
to export oilseeds which have a high o0il to cake ratio, when
the main import markets favour the opposite. There have
also been marketing difficulties in the EEC - for example,
aflatoxin content in groundnuts.

{(b) Through prudent investment during the 1960s, in many
instances funded through foreign investors, plantations of
copra and palm have provided in certain cases, e.g. Ivory
Coast and some Pacific ACPs, a reasonable rate of return
since the early 1970s. These products have in general
become price competitive with soya groducts.

ii. STABEX

To date (May, 1978) there have been two yearly transfers
of STABEX to ACPs (1975 and 1976) and the transfers of
relevance to the vegetable oilseed sector (groundnuts,
copra and palm products are covered by STABEX) are set out
in Table 4.6. As the scheme has only been functioning for
2 years, it is difficult at this stage to make any genuire
appraisal of STABEX. A number of preliminary points
regarding STABEX can, however, be made, and these might
have some bearing on future negotiations:-

{a) Only 6 of the 17 countries listed in Table 4.5 as
having a high concentration of oilseed products in their
total exports have so far received benefit under the scheme.

(b) If the transfers to each country are taken as a percent-
age of total merchandise export trade of that country over
the previous four years, then only in four cases car STABEX
be said to have made a significant contribution to annual
export receipts, i.e. Niger, Western Samoa, Tonga and
Guinea-Bissau.

(c) The stabilisation of expcrt earnings on groundnuts, if
effective, could encourage many ACPs to expand production
of this crop, and this could ir the medium term possibly be
harmful, as groundnuts compete for land with food crops.
Similarly, for plantation oilseeds under STABEX (copra and
palm products) production inducement here could perpetuate
certain ‘'export enclaves', (which some writers argue
provide only static benefits to LICs, especially when
foreign owned).

(d) In view of the importance of oilseed products exports

in the economies of certain ACPs (e.g. Sudan and Ethiopia)
and the nature of their expcrts (e.g. sesameseed and castor-
seed) it could be beneficial to widen the coverage of STABEX
to include these products.

iii. Trade Concessions

The preferential arrangements for ACPs have been eroded by
offering concessions to other LICs under the Community GSP
scheme. This affects coconut o0il and palm products, where
limited concessions have been made. To date (1978 scheme)
no GSP concessions have been made on groundnut oil, and
this seems to be to safeguard the ACP's vital interests
here. The potential beneficiaries here are Argentina,
Brazil, India and Thailand, among others.
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Lome II
Mecaotiations
with respect
to Vegestable
Oilsecd
Products

Within the context of the forthcoming Lome II negotiations,
the following would appear to be main areas of interest:-

i. Trade concessions. On thc tariff front there is clearly
nothing more the Community can offer, and it is in any case
questionable as to what positive impact preferential trading
arrangements have really provided for the recipients. For
the former Yaoundé countries, exports of tariff free
vegetable oils to the EEC showed tie lowest rate of growth

when compared with all other non-preferred sources (see
Table 4.7)

Table 4.7

Pattern and Changes in Trade Flows of
Total Veaetable 0Oil Imports into the
EEC-6: 1958-1973 (Value Terms)

Vegetable o0il 1958/60 19064/66 1971/73 1958/60- 1964/66-
supplies from: 1064/66 1071/73
% per annum arowth

% share of total imports rates (compound)
Yaoundé 2.4 27.9 14.0 + 1.6 + 2.1
Other LICs ’9.9 3e.7 32.9 + B + 8.2
Intra-EEC Trade Frih | 10.0 29.5 + 6.4 +24.4
Other sources 34.6 23.4 23.6 -29.4 +10.3
TOTAL 100.0 100.0 100.0 h + 1.9 +10.3
Source: Stats. Office of the EET - "Foreign Trade

Analytical Tables'"™, 1958 to 1973.

Two areas of contention, however, arise in the trade area:-

First, there is the possibility of the removal of non-tariff
restrictions con oilseed products. The main interest of ACPs
in this field will concern the Community's health regulat-
ions (see p. 36 on aflatoxin in groundnuts). The EEC has
recently responded to this problem by granting, through the
European Development Fund (EDF), 3 million ua to the African
Groundnut Council to examine aflatoxin in groundnut cake.¥*
(ln addition under the 4th EDF which commenced in April
1976, a number of schemes to aid oilseed production in ACPs
have been instigated. These are listed in Table 4.8, and
amount at present (May 1978) to around US®50 million),
However, further Community assistance to improve ACP's
groundnut cake marketing standards would be useful, espec-
ially as it ‘is most unlikely these health restrictions

could be waived on a concessionary basis.

Second, the GSP seems an area where ACPs will seek assur-
ances to retain their present preferential advantaqge,
especially for groundnut oil. But this is a weak negotia-
ting point for the Lomé countries, as the EEC seems
committed to eventual reduction of all tariffs on vegetable
oils under the UNCTAD scheme, and anyway it is doubtful
whether removal of all tariffs under the GSF would be of
real conseoque o lo existing trade patterns and shares of
nilseed produ s,

S Courier, 1978, for details of this aid.
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Table 4.8

4th European Development Fund:
Vegetable Oilseed Projects
(4th EDF commenced April, 1976)

Country Project Type Units of Account
and Comments (million)
Senegal Groundnut scheme export
orientated 4.2
Zaire Extensions of selected
palm plantations to help
domestic supplies 12.98
Togo Palm 0il mill and stor- 5.40
age installations, European Invest-
intended to promote ment Bank - Loan
exports on special terms
Ivory Coast Palm and coconut mills 7.50
to assist export trade European Invest-
ment Bank — Loan
on special terms
Liberia 0il palm plantations
aimed to diversify
export earnings 9.10
Ghana 0il palm plantations, 6.80
aimed to assist Loan on special
domestic market terms
supplies
Source: '‘The Courier' published by Eurcpean Commission

(various editions).

ii. STABEX. Again, if the ACP's oilseed traders are looking
towards STABEX for potential improvements, the outlook is
not promising. In terms of the resources available to
STABEX, in view of transfers that have already been enacted
(see Table 4.6), the impact would still be small in relation
to the value of their total export merchandise trade. The
extension to other oilseed products (e.g. cottonseed,
sesameseed) could for some countries be significant (Ethio-
pia and Sudan). But overall there is little scope for
extending STABEX coverage 1n the oilseed sector.

iii. Industrial Co-operation. There has been little opera-
tional activity or indeed encouragement, of oilseed crush-
ing/processing and refining in ACPs. This could be
stimulated through the Industrial Development Centre, and
would in a number of cases involve the need for technical
and financial assistance. Expansion of oilseed crushing/
manufacturing capacity is not only important for ACPs - to
secure a greater part of the value added through processing
their exports - but also to provide for a growing domestic
market for oilseed products.

The major African states not yet signatories to Lomé,
Mozambique and Angola, may at some stage join the ranks of
the ACPs. In terms of oilseed products supply, these two
countries are major African producers and exporters,
particularly in copra and palm products, but also for
groundnuts, cottonseed, and sunflowerseed.
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Certain research projects could be promoted, involving close
co-operation between ACP/EEC and, although probably not of
immediate short-term benefit to the ACP's oilseed secior,
could prove of more long term value. One possible sugges-
tion is a study of the activities of multinational companries
in the field of oilseed tradinag, marketing, production, et
(especially the European based companies, e.g. Unilever,
Lesieur, but also 'foreign' owned concerns, e.q. Procter
and Gamble, Colgate-Palmolive). Indeed UNCTAD in a recent
report* proposed action both by developed and developing
countries to monitor the operational, marketing and distri-
butional activities of multinationals, in an effort, as
UNCTAD view it, to limit "restrictive barrier practices by
multi-national companies aimed at controllinag marketirg anrd
distribution channels". Another possibility is research to
assess the potential of cultivatinag soyabeans in Africa.

During the course of Lomé II negotiations, for individual
commodity sectors, there may be a tendency when haggling

over the minutia of ACP/EEC specific demands, proposals,

etc., to overlook a number of fundamental issues relevant
to the sector placed in a wider context. In the case of

oilseeds, two points come tc mind:-

{(a) Where incentives are provided for export orientated
cash crops, such as groundnuts, it should be remembered that
such crops may compete for resources with other crcps ir
ACPe. If food shortages are a serious problem in come ACPs,
then the fact that there may be a choice between export

cash crops and food crops should be appreciated.

(b) Where encouragement for exports is given to plantation-
type oilseeds, e.g. copra and palm products, the trade
impact on ACP economies must also be considered, for some
experts argue that alternative land uses, or different forms
of investment, might provide more dynamic developmental
opportunities,®¥

* Sec The Financial Times, 5th and 11th May 1@7¢&.

% Examples of (a) and (b), together with a relevart Riblio-
graphy, will be found in Lapre and Cellins, 1977, no.
101-104, 185.
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