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IMPORTAIT WO TICE 

The basic purpor.e of this meeting is to provide an Exchange or 

Market Place for the initiation of contacts on specific industrial 

projects between their proponents from the Asian countries and potential 

suppliers of capital, finance, equipment or know-how, us the case may- 

os, from the industrialized countries. 

This Project Information Sheet has been prepared »a a basis for 

such contacta», _ Its cispose is not to present detailed information 

about the project but to provide the recipient with an outline 

sufficient to determine tentative interest in principle»  Any further 

available information on the project will he furnished on request to 

interested parties at the Meeting. 

Experience has shown that industrial ir-tr frequently prefer to 

carrv out their own further investigations in detail into projects 

in which they «re interested, hut assistance from UNIDO in these 

matters c»n be rendered to the *--, )«?n country concerned on request. 

This Information Sheet contains only the information nupplied 

to UNIDO bv #he proponent of the Project, UNIDO rs>n therefore 

take no responsibility for i+p accuracy. 



DflSlIÌATgO OILS, FITS, CBMIC4LS 

AID M»1!H IJWACTUKf FIDM COPHâ 

i.   sriorocTioi 

• Industry 

The integrated manufacture of refined edible oil,   compound cooking fats, 

soap, glycerine,  detergents,  protein meal,  etc» 

Promoting Agency 

The Apartment of Trade and Industry, Port Moresby, Papua New Guinea, 

through the Department of internal Territories, Commonwealth of Australia, 

Canberra, 

PurjoBe of Project 

Basic information on markets,   likely costs of establishment of the  industry, 

source of supply of raw materials,   likely profitability,  incentives,  etc», 

are set out so that potential overseas  inveators c.iay form a preliminary 

assessment of the likely advantages of establishing this industry in Papua 

New Guinea. 

* Background 

a)      Penerai 

In the primary commodity sector,  copra production ie of predominant 

economic importance with an estimated production of about  125-130,OCX) tons 

per annum.    Copra is  the single largest foreign exchange earning commodity 

( US $13.3 million in  1970).    Owing to poor communications and other reasons 

all the available nuts are not collected and processed  into copra.    According 

to one estimate  the potential for copra production io  ?5 - 30^ more than  the 

current  level of production»    The districtwise coconut  plantings,  product i o** 

and growers is shown in  table - 1,    It  is seen that  in terms of copra production, 

the Papuan total is  18,000   tons per annum,  as againnt  113,000 tons of New Guinea. 

The total export of copra,   coconut oil,  oil cake and desiccated coconut 

amounted  to At21  million during 1969-70,  as shown in table - 2. 

In an economy solely used to export  primary commodities it  is difficult 

to realize the economic  advantages of industrial processing of the primary 

commodity and exporting the processed products.     It  ic equally difficult to 

visualize the  taking up of manufacture of products with a deliberate attempt 

to minimize or eliminale   their imports and  thereby save expenditure of scarce 

foreign exchange.    In  the  former case,   from the most   important criterion of 

earning foreign exchange,   the value added ic substantial.    The employment 

benefits,  addition to QNP,   and revenues to the Government by way of taxes 

are quite considerable,   not  to speak of development  of skills and other 

national benefits.    This point is illustrated with reference  to the export 
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of copra as compared with the export of industrially processed products at 

the  secondary level,  of coconut  oil and oil cake.    The details are shown 

in table - 3«    It will "be seen that by the export of copra,   the net foreign 

exchange earning was an average of A$ 137 per* ton during 1968/69 and also 

in 1969/70, whereas by the export of coconut oil and copra cake,  the foreign 

exchange earning in terms of copra was an average of ASI85 per ton in 1968/69 

and  At 180 per ton in 1969/70.     This would illustrate that on theoretical 

grounds if all  the copra produced in the  territory (excluding dtiiecated 

coconut) has been processed at  least to the first stage of processing,  the net 

additional foreign exchange earning at a conservative estimate of Af25 per 

ton would have been At2.8 million per annum.    However at present only 

about 25$ of the production of copra is crushed into oil and cake and less 

than 3^ of the coconuts processed  into the desiccated coconut within 

Papua New Guinea.     It  is reasonable to infer,   therefore,  that secondary and 

tertiary industrial processing would be in Papua New Guinea's  interest as 

the value added is substantial, 

A statutory body known as  the Papua and Mew Guinea Copra Marketing Board 

established in 1952 has monopoly trading both in the domestic purchase and 

export of copra.    In discharging its marketing functions,   the board acts as 

a non-profit body and purchases copra on the basis of Philippine FM copra 

prices.    The legislation provides for uniform grading,  packaging and marking 

of bags.    The functioning of the board is in the nature of a guaranteed 

purchasing agency for copra.    In comparison with arrangements made in other 

coconut countries in Asia,   it must be said   that  the board is serving a most 

useful purpose in Papua New Guinea» 

b) Developments 

On the development side,   it   is estimated that coconut  acreage will 

increase from 621,000 to 702,000 and copra production from  133,000 tons 

to  166,000 tons per annum over a period of 5 years.    It would seem however, 

•hat  with a determined policy of improving productivity by providing the 

necessary inputs,  the production of coconuts and copra could be increased 

quit® substantially.     It  is  to be  noted that  the yield of copra per acre is 

on an avérai« 3/4 of a ton in Papua New Guinea whereas it has been demonstrated 

by reputed research and experiment stations thai  the yield could be more than 

1-| tons per acre. 

c) The Industries Envisaged 

The above illustration and statistics emphasize the need to take up the 

industrial processing of the coconut products  in Papua Nev Guinea.    Also,  the 

economic  importance of coconut cultivation is growing,   thus adding urgency to 
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the industrial processing of coconut producta. It ia'also recognized 

that with the impending decision of the united Kingdom joining the 

Common Market, less reliance will have to he placed on the export 

earnings of primary commodities such as copra and increasing attention 

paid to industrial processing with a view to exporting manufactured goods. 

The envisaged industry would be centred in an area producing 

large quantities of coconuts, e.g. the Madang coast or the Papuan coastal 

region, and would combine oil extraction, refining, hydrogénation, manufacture 

of shortening, table margarine, bakery fats, laundry and other soaps, 

glycerine, detergents, cosmetics and protein meal for animal feedstuffs. 

The domestic market for edible oils, shortening and «imilar products 

Is estimated to be in the region of 2,$00 tons per annum (excluding butter) 

and consumption growth rate is about l6jt. Soap and other products amount 

to about 4,000 tons per annum with similar growth rates. Bie industry 

would have an envisaged capacity of 25,000 - 40,000 tons copra extraction 

per annum, and consequently the industry would produce in part for export, 

mainly in the edible oil sector. Relevant statistical information is 

as followii 

(i)   Compound Biible Fats 

fhe authorities have been considering for some time the establishment 

of a margarine plant. Actually what is intended, it to develop indigenous 

manufacture of cooking oils, hydrogenated fats such as shortening and 

table margarine, with a view to reducing the import of these products 

which run into an import bill of AÌ1.5 million per annum and ia on the 

increase year after year, with an annual growth rate of 16^C (fable 4). 

It haa been worked out that theae products could be produced within 

Papua New Guinea at prices lower than imported ones. In the matter of 

raw materials, apart from coconut oil, palm oil will become available 

from July 1971» Aere ia some hope of developing peanuts for oil extraction 

in the distant future, 1h«r«fore, this is an industry which will be 

baeed entirely on indigenous raw materials and will be in the nature 

of import saving. It haa already been declared as a pioneer industry. 

In view of the growing demand for cooking oils, which is reported to be 

used increasingly by the indigene« also, it has been suggested that the 

manufacture of these products could be taken up. 

(ii)  Soap 

Another allied industry viz. soap manufacture has been proposed 

to be established and has also already been declared a pioneer industry, 

Th« import figures of soap is shown in table 5. In view of the sophis- 

ticated nature of the toilet soap consumed in the country and since this 



is  largely limited to the expatriates,  it la proposed to defer the 

«•nufacturs of toilet soap»    However,  there is an immediate cae« for 

taking up the Manufacture of  laundry soap in bar or cake form,  soap 

flakes and washing powders.    It  is suggested that the laundry soap 

manufacturing h« taken up in the earn« unit  that will produce refined 

edible oils and compound edible fats.    In addition to soap stock that 

will become available from the refinery,  palm oil,  an indigenous source 

of raw material,  will also become available,     all that  needs to be 

imported,  besides capital equipment would be caustic soda,  a few 

chemicals and packaging materials.     This would Mount to import savings 

of about Ai900»00Ö per annum (1969-70). 

In spite of the industry having already been declared a pioneer 

industry and the feasibility having been indicated,  the  industry is not 

yet established. 

Investment 

Investment required would appear to be in the order of  2,500,000 of 

which 75ÍÍ would represent machinery,  equipment  and buildings.    Semi- 

skilled labour required would be  in the region of 150,  with another 20 

skilled and professional workers.     At full capacity,  profitability could 

be expected to exceed 20$ on  tangible assets. 

Other Relevant  Information 

The benefits of pioneer  industry status would be available to the 

industry giving company tax exemption for five full financial years 

(see attachment). 

Tariff assistance could be sought  if found necessary,   to effectively 

establish the  industry on a competitive basis with imports»    Currently 

tariff policy is designed to encourage investment  in industry in 

Papua lew Guinea. 

Benefits  to investor would  include tax exemption as pioneer  industry, 

preferential position  in rapidly expanding market an direct result  of 

pioneer statu*-.    Guaranteed  free movement of capital and profits.    Future 

benefits could include an export   incentive or other schemes of assistance. 

Benefits  to economy of Papua New Guinea would includes 

Import replacement; 

Export earningsf 

- Bnployment  of  1^0 workers; 

- Investment of t2.5 million with expectation of 

expansion and further   investment» 
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Table - 3 

Cpjjparative export earning« fro« the axport 
oop»t coconut oil, copra cake and the deal 

gated coconut 

of 

Sr. lo. Commodity       Year 
Quantity 
in ton« 

Value 
in If 

Export earning« per ton 
of copra equivalent 

1. Copra 

2. Coconut oil 

3. Copra oak«-/ 

4«      Copra équiv- 
alant of (?) 
ani (3) above 

5»      Deaioeated 
coconutjg/ 

1968-69 

1969-70 

1968-69 

1969-10 

1968-69 

1969-70 

1968-69 

1969-70 

1968-69 

1969-TO 

93,742 

84,500 

20,563 

21,327 

11,450 
11,000 

M,270 

35,545 

2,541 

3,603 

14,»4,145 

13,339,651 

5,771,785 

5,801,240 

509,191 

606,839 

6,360,976 

6,408,079 

909,607 

1,210,600 

157 

157 

280 

272 

53 

55 

185 

180 

389 

336 

1/ Apparently there is a slight discrepancy in th« export of oopra cake during 

1969-70, because it doe« not correspond to the increased production of coconut oil» 

It would therefor« appear that not all the cake that ia produced is exported, or 

it ia not accounted for, for the period under review. 

2/ May not exactly toe the copra equivalent.    If anything it ii alightly better on 

copra equivalent basis, became there ia a slight reduction in weight due to paring 

of the kernel in the manufacture of desiccated coconut. 
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Irti« - S 

Import of eoap lato PBG 

Quant it j    ;   1,OTO lb«, 

¥»lae :  A i 

Year 

Laundry soap in "bar 
or cake for« Powder Boapa 

Quantity        Value Quantity Value 

Toilet 

faine 

Other 

Value 

1965 

1966 

1907 

1968 

66 

6T 

68 

69 

S »247 

5,642 

6,459 

6,310 

460,142 

to 1,701 

852 

995 

612,927 1,230 

615,741 1,232 

145,108 141,027 55,863 

161,997 158,429 70,037 

?i6,089 185,60? 103,832 

?V7,?11 196,137 103,684 

6 months 

to 31 Dec, 

1969 3,621 359,00? 847 165,481 389,9» 
Ibi. 

•117,384 

105,023 
lbs. 

$118,046 
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***• - 6 

Ijport of Caroomad D«t«rg«nt« for 
Wishing and Cltaming farpa»»« 

Quantity    :    lì». 

Valu« s    in á t 

1967/68 1968/69 

Q V Q F 

Ibi. 
797,435 

át 
103,750 

lb«. 
»3,714 

Al 
127,082 

SÛâPS I.B.S. CLEáJfSIfO AID ASSISOTO PR1PAMT1Û» 

103,834 103,614 

»7,58? 230,776 
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