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INTRODUCTION

alm oil contributes significantly in supply-
ing the world s requirement Tor oils and Lats,
Total production in P90 was 10,55 million
tonnes and this accountad tor 13.2% of the
world’s total pils and fats output of 74,7
million tonnes, Palm oil togather with sova-
hean, rapeseed and sunflowerseed odls arc
oftenrecognized as the big lour i the oils and
fags trade as the total production of these oils - 16.26
rnillicn wnnes for soyvabean oil, 802 million lonnes for
rapesecd ol and 7.85 million
lomnes of sunllowerseed oils -

Thus, cthanges in the supply and demand for feedmeal
arising [rom any imbalance in he meat or dairy produog-
ing industry may have an impact on the world oils and
fats market, Many of the nils are interc hangeable in their
end uses, and in addition, there exist processing tech-
nigues which can increase such interchangeahility,

As a reaulr of the highly versatile approach in securing
the supply of nils and Tats, rade in these commadilies has
remained at a high levell Both the developed and
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caccounted for 72.7% ol the 58.5
million tonnes of major vegelable |
oils produced in 1990,  Abour [
20.52 millien tonnas or one-1hird
of world production of oils and
fats enter the import-expaort ade,
where palm oil leads the other nils
with a 31.5% share of the markel,

The workings of the oils and fats
Arade are influenced by a complex
imter-relationship ol the demand §
and supply of nol enly the seven-
feen major oils and Tats bul also
their co-products: the meals and
Turther processed oils and fats.
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for both edible and nen-edible appli-
cations, have been at a discount to
their respeclive compeling  equiva-
lents. Formslance, palm stearin hias
consistently been cheaper than tal-
low, while palm oil and palm olein
have been cheaper than sovabean oil.

Since the world imports some 7.3
million ionnes al palm oil, importing
conntries are able o save on costly
oilseed cultivation, The equivalent

land arca to produce 7.5 million | couniries as there was no need 1o

tonnes of oil feoin oilseeds is 16 mil-
lion hectares. Thus, because of palm
oil imports during 1991, India, Paki-
slan and Ching are able to "save™ one
maillaon bectaces, 1.4 million hectares
and 1w o million hectares of land re-
speelively from pilseed cultivation,
and uae them for much necded cereal
crops.  Similarly, during 19800 im-
portakion of palm ol provided huge
savings to the Buropean Community
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subsidize 1,536 millicn tonnes ol ¢,
made available through palm oil im-
purls, More interestingly, it can also
be shown that consuming countrics
benelit from the research elforts put
in by the Malaysian palm ¢l indus-
iry. R&T has enhanced productiv-
ity, and the benefits of compenive
prices are shared by both producers
and consumaers,

PRICE
AND
EXPORT
STABILIZER

Palm ol also serves as he stabilizer
in the oils and lats soctor,  Using
Coppocks logarithmic variance
method to measure instability, and
using monthly price data Tor crode
palm oil and sovabean oil, 10 can be
seen thal the price ol palm oil s more
slable than that ol soyabean oil { Teble
51 For instance, the price instability
index (PII) for palm ol is 20,56
against thal of soyabean ol al 23,25
during 1984 - 194 As shorter e
series of moothly price data wene
used, the price ol sovabean ol be-
comes even more unstable comparcd
toy that of palm il Similarly, it can
he seen that the expoarts of CPO),
using monthly export data 18 mora
stabla than that of soyabean oil. The
cxporl inslability index for CPCY is
3364 against 3183 Lor SBO during
984 - 1990), This suggests thal palm
nil plays a vselul role as 1L cxers o
price stabilizing influence Lor the
markets where the two oils domi-
nale.
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The rapid expansion of palm ol pro-
duction in Malaysia and other cx-
perting countries has contribuled in
improving the availability of oils and
Lats in the world markel. Palm oil has
become an altractive oil 1o import
because of he diversily and versatil

ity of the different forms to suit vari

ous cdible and non-edible applica-
tions. The henefits accruing extend
heyond direct financial savings from
the Mwwer prices of palm oil products.
Countries importing pelm oil are able

CONCLUSIONS

tor avodd their own costly cultivation
of oilsecds and instead neserve their
land forr the cultivation of othar mora
camenlial food crops,

Muost of the world's prodoction of
palm vil 1% cxporled. This implics
that palme oil, being cconomically
competitive, 15 especially suitahle 1o
be produced for the export market.
However, only 2000 - 30%: of the
retail value of the oil is retained in the
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countries thus enjoy even more ben
efit from the palm oil trade. In this
remard, consuming countrigs may
have Lo take on a greater share of the

| responsibility of eosuring the contin-

ued development of the palm il rade.
Mevertheless, iis projected thatl palm
ol will conlinoe Lo serve the needs of
a broad crogs-section of world con-
sumers, especially in making a con-
tribugion to the availahilicy of oil for
adequate nutriton in many oils and

producing countrics. Importiog | Lats deficienl countries,
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